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1

1
Introduction: from Imperial
History to Global History
Shigeru Akita

I

The main aim of this book is to update the debate on British imperialism
by relating it to new developments in the history of globalization, as well
as by looking at Western historiography from a comparative, Eastern
perspective. The focus of this study is therefore less on British imperial
history per se than on that segment of global history that was powerfully
driven by British imperialism. We hope to bring together two separate
branches of historiography: imperial history, with its predominantly
Eurocentric or broadly Western orientation, and East Asian studies, which
are typically confined by the needs of regional specialization and are
rarely connected to broader, global issues.

Within this overarching theme, the central concern of the essays in
this volume is the study of power in international relations, and one of
the key concepts of the book is ‘informal’ or ‘invisible empire’. Informal
empire attracted attention after the publication of Gallagher and
Robinson’s famous article ‘The Imperialism of Free Trade’ in 1953.1

British imperial historians continue to debate the strengths and
weaknesses of the concept2 as the recent Oxford History of the British
Empire bears witness.3 Informal empire is essential for the analysis of
British influence in areas such as Latin America, the Middle East and
China. Recently, in an attempt to take the debate on British imperialism
beyond the confines of formal/informal debate, Tony Hopkins has
distinguished between two forms of power in the international system
and made use of the concepts of ‘structural power’ and ‘relational
power’, as a means of interpreting the British presence in Latin America,
especially in Argentina in the nineteenth century. ‘Structural power’
allows its possessors to determine, or at least exert, a predominant



influence, and to lay down the general rules of the game governing
international relations and it was fundamentally a manifestation of the
core values and policy priorities of the British liberal state, with its
preference for free trade, low taxation and sound money. On the other
hand, ‘relational power’ deals with the negotiations, pressures and
conflicts that determine the outcome of particular contests within this
broad framework.4 These concepts of ‘structural power’ and ‘relational
power’ originate with Susan Strange, an eminent specialist in
international political economy. She identified four aspects of structural
power: control over credit, control over production, control over
security, and control of knowledge, beliefs and ideas.5 We will try to
apply these concepts to the broader context of global history, and
extend our study of power in international relations from imperial
history to global history.

In this book, we use the term ‘global history’ in the context of the
formation and development of a capitalist world-economy. As Patrick
O’Brien has pointed out, ‘comparisons and connections are the
dominant styles of global history’.6 In other words, an important aspect
of global history is the history of the formation of mutual interdepen-
dence or interconnectedness between the various regions or areas in the
world under the framework of a capitalist world-economy. The progress
of globalization has promoted the formation of interconnected
economic linkages beyond national borders at various levels of transna-
tional movements including exchanges of goods, peoples, money,
technology and information. In this historical context, British imperial
history can now be seen as a bridge to global history. Cain and Hopkins
suggest, in the last chapter of their second edition of British Imperialism
1688–2000, that imperialism and empires can be viewed as globalizing
forces.7 Through the study of the process and progress of globalization,
we can better interpret modern world history not only from com-
parative perspectives, but also from the perspective of the formation of
relational history within a capitalist world-economy.8 The chapters in
Part I of this study take a predominantly metropolitan view of the glob-
alizing forces unleashed by British imperialism; those in Part II focus on
the international order of East Asia that was partly shaped by Britain’s
influence but which kept a relatively unique ‘autonomous’ status in
a capitalist world-economy. In Part II especially, we are exploring a
new interpretation of the relational history within a capitalist world-
economy through the evolution of globalization.

The progress of globalization has been promoted and accelerated by
the presence of hegemonic states in a capitalist world-economy, espe-
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cially by the primacy of Great Britain in the nineteenth century, the
‘Pax Britannica’, and the predominance of the United States in the
twentieth century, the ‘Pax Americana’.9 A hegemonic state provides
‘public goods’ for the international system as a whole. These inter-
national public goods include ‘peace, safe access to international water-
ways, international laws for the protection of property rights, an open
regime for foreign trade, and an international monetary system’.10 As
O’Brien has observed over the nineteenth century, ‘trade promoted and
was in turn sustained by movements of capital, migrations of labour
and transfers of technology and information around the world on an
unprecedented scale and at ever increasing speeds. Political impedi-
ments to international flows of exports, imports, money, credit capital,
labour, technology and information diminished sharply during the
liberal international order that prevailed between 1846 and 1914’.11 In
this book, we evaluate the role played by Great Britain in a capitalist
world-economy and its implications for international relations.

II

The starting point for any discussion of the British Empire and British
imperialism is now British Imperialism, 1688–2000, by Cain and Hopkins.
This study attracted very considerable attention both in the press when
first published in 1993, and subsequently, in a wide-ranging and now long-
running scholarly debate. Cain and Hopkins’s concept of ‘gentlemanly
capitalism’ became a key term in Will Hutton’s best-selling book, The State
We’re In.12 It featured prominently in Philip Augar’s well-publicized study,
The Death of Gentlemanly Capitalism,13 and it has been adopted and criti-
cized by specialists of British history and Area Studies alike. The concept
and the general interpretation of the cause and course of British imperial-
ism derived from it has also been the subject of a book edited by Raymond
E. Dumett, Gentlemanly Capitalism and British Imperialism: The New Debate
on Empire.14 As Cain and Hopkins have themselves recently reviewed the
main criticisms generated by their interpretation, it is unnecessary to deal
with them in detail here.15 However, although the debate has been exten-
sive, large gaps still remain and important angles have yet to be explored.
Furthermore, the subject has moved on, partly under its own momentum
and partly in response to changes in the world at large.

Essentially, the current debate concerns the process of modern eco-
nomic development in Britain and the causes of British imperial expan-
sion. Cain and Hopkins offered a metropolitan perspective on British
imperialism that raised three large and still unresolved questions. First,
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is their assessment of the predominantly gentlemanly forces within
Britain driving imperial expansion persuasive? Secondly, have they
attached sufficient weight to influences outside Britain that were, to
varying degrees, beyond British control? Thirdly, are they correct in
arguing, against conventional wisdom, that 1914 was not a turning
point that marked the decline of Britain’s power and influence? This
book covers these three questions about the Cain–Hopkins interpre-
tation from the perspective of external relations.

The first question prompts us to investigate the definition of ‘the
gentlemanly elite’, the character of the British state and the role of finan-
cial and service sectors in the British economy. These topics have already
been addressed in Dumett’s volume, but this did not deal with the for-
mative period of gentlemanly capitalism in the late eighteenth century or
in the last stage of decolonization in the 1950s and 1960s. Cain and
Hopkins referred to both periods only briefly16 and some questions still
remain. For example, although the transformation of British society was
reflected in the composition and changing nature of gentlemanly cap-
italists, there remains a need for studies of the mutual interactions
between the British ‘gentlemanly capitalists’ and the colonial elite of
immigrants or indigenous people. We need to know more about the
formation of the ‘gentlemanly capitalists’ at home and their ‘export’
overseas. We deal with these subjects in Chapters 2 and 5.

Our second question raised by Cain and Hopkins is concerned with
the linkages between British imperial expansion and globalization. All
chapters deal with this second question to some degree. For example,
Chapter 2 treats an early phase of globalization and its limits, and
Chapter 3 is particularly concerned to weigh up the relation between
domestic imperial impulses and international constraints on British
overseas expansion. Chapters 4 and 6 present local examples of these
international constraints in the cases of the Partition of Africa and the
scramble for spheres of influence in China at the turn of the 19th–20th
centuries. These two chapters are concerned with the height of
‘modern’ or ‘imperial globalization’, as defined by Cain and Hopkins.17

The second question is also closely related to another key concept
used by Cain and Hopkins, that is, ‘informal’ or ‘invisible empire’. As
mentioned in Chapter 3, there are common grounds and differences
between Gallagher and Robinson and Cain and Hopkins on this issue.
Gallagher and Robinson have directed their attention to the manufac-
turing interests and trade policies as a driving force behind the expan-
sion of British interests overseas, whereas Cain and Hopkins have
concentrated their analysis on the roles of the financial and service
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sectors, or the City of London. But both pairs of scholars agreed that the
growing influence of Great Britain was based on powerful economic
sectors at home, whether manufacturing or finance. Chapter 4 offers an
exploration of the concept of informal empire in the South African
context.

The term ‘informal empire’ was mainly applied to areas and regions
of the non-European developing countries, as the original definition of
the term assumed the unequal political and economic status of these
countries. However, the overseas influence of Great Britain ranged far
beyond the confines of formal and informal empires, due to the global
network of the City of London and the financial and service sectors in
a capitalist world-economy. In the context of British imperial history as
shown in Chapter 6, China used to be regarded as a typical example of
informal empire in the nineteenth and the early twentieth centuries.
On the other hand, after the conclusion of the Anglo-Japanese Alliance
in 1902, Japan was treated as an ally of Great Britain rather than as part
of the British informal empire.18 Nevertheless even in the 1930s, the
United Kingdom continued to exert financial influence upon Japan and
the colonies of other Great Powers through the establishment of the
sterling area, by setting ‘the rules of the game’ for international finance
in East Asia. At that time, as we will see in Chapters 8 and 10, the
Chinese Nationalist Government strengthened its political authority,
and partly manipulated the balance of power in East Asia as a newly
emerging nation-state. Thus debates continue about the validity of
applying the concept of informal empire to China. Jürgen Osterhammel
favours analyzing the dynamic interactions between the British govern-
ment, the Nationalist Government of China and her ‘bureaucratic cap-
italism’, as well as the evolution of a Japanese informal empire in East
Asia, by using a more sophisticated version of informality.19 But perhaps
the best way to consider these interactions is to use the new concepts of
‘structural power’ and ‘relational power’, which incorporate these kinds
of autonomous activities by the non-European countries, and allows us
to understand the extent to which the United Kingdom exerted her
influence upon international relations.

The third question has been relatively neglected by Cain and
Hopkins’s critics, most of whom concentrate on nineteenth-century
imperialism. However, a large part of British Imperialism 1688–2000 is
concerned with post-1914 and the authors insist that, in relative terms,
Britain’s power and influence did not undergo severe decline until just
before the Second World War. The British Empire also had something of
a renaissance, though under American auspices, for a while after 1945.
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Chapters 3 and 5 deal with important aspects of Britain’s twentieth-
century imperial history and test some of the claims made in British
Imperialism 1688–2000. Moreover, Cain and Hopkins’s description of
Britain’s continued economic influence in the interwar years, including
their emphasis on the importance of the sterling bloc in the 1930s,
suggests important linkages between imperial history and the process of
globalization in the twentieth century. Most of the chapters of Part II in
this book, especially Chapter 9, present separate answers to this ques-
tion from Asian perspectives. We will later refer to some more specific
points of the arguments of each chapter in section IV.

Next we look briefly at the new historiography in Asian economic
history in order to understand the connection between British
metropolitan and Asian and Japanese perspectives.

III

Until recently, ‘most of the literature on Asian economic history has
been written within the intellectual framework of the Western impact
versus each region’s response to it, and the element of intra-regional
economic intercourse in Asia has not been properly assessed in a wider
comparative perspective’.20 Recent scholarship, led by Japanese
economic historians, has offered a new perspective on Asian economic
history. It enables us to look at individual Asian countries in the context
of an integrated Asian regional economy, and to construct the
framework of an evolving relation between the British Empire and the
Asian regional economy, within a capitalist world-economy. It is worth
mentioning here the works of three distinguished Japanese scholars,
Takeshi Hamashita, Heita Kawakatsu and Kaoru Sugihara, who share a
common critical viewpoint towards Eurocentric or Western-oriented
historiography. Hamashita has insisted on the importance of the
development of a Chinese-centred world-system and its resilience based
upon the tributary trade system. He also has emphasized the importance
of silver-currency circulation and the active roles of Asian merchants’
networks for the promotion of intra-Asian trade.21 Kawakatsu has
pointed to two different paths of development followed by the Western
European and Japanese cotton textile industries, and revealed the
coexistence of coarse Asian cotton goods with fine cottons from
Manchester.22 Nevertheless, the arguments of Hamashita and Kawakatsu
are oriented towards the identification of indigenous roots of Asian
regional economies, and have not been able to incorporate the global
linkages or the development of a capitalist world-economy.
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In contrast with these two scholars, Sugihara has revealed the form-
ation and development of intra-Asian trade from the late nineteenth
century to the early 1940s, by using multinational archives of trade
statistics. The uniqueness of his research is to offer two key insights into
the pattern of modern Asian economic development, that is, the
emergence of ‘cotton-centred economic linkages’ on the supply side, and
the effects of ‘final demand linkage’ on the demand side. At the turn of
the 19th–20th centuries, a unique chain of linkages was formed between
Indian raw cotton, cotton yarn exports to China from British India and
Japan, the production of cotton piece-goods in China based on imported
yarns, and a peculiar pattern of consumption of Asian cotton goods.
These linkages depended on the development of cotton industries in
Japan and British India, and Japanese imports of Indian raw cotton.
Meanwhile, Southeast Asian countries, such as Burma, the Straits
Settlements, and the Dutch East Indies, specialized in the production
and export of primary products to European countries. In return, they
earned hard currency, sterling, and imported cheap consumer goods
from Japan or British India. Sugihara sees that industrialization in Japan
and British India was not only generated through the ‘cotton-centred’
linkage, but was promoted by the rise in income as a result of the growth
of exports of primary products to the West, and calls this the ‘final
demand linkage effect’.23 Both sets of connections contributed greatly to
the promotion of industrialization-based trade under the umbrella of the
‘Pax Britannica’. In this context, Sugihara’s work links with imperial and
international history and he stresses the vital importance of the ‘Western
Impact’ for the development of intra-Asian trade.

In order to connect the Asian or Japanese historiography with that in
the West, one can here point to a mutual connection or interdepen-
dence of economic interests between the ‘structural power’ of Great
Britain and the peripheral East Asian countries. We can detect several
kinds of ‘complementarity’ from the turn of the 19th–20th centuries.
For example, complementarity evolved between rapid Japanese indus-
trialization and increased British exports of capital goods.24 The decline
of British cotton goods export to Japan was traded off against the
growth of Japanese demand for capital goods, especially for British-
made cotton textile machinery. Also, in 1904–05 the Japanese govern-
ment issued five Russo-Japanese war loans on the London and New York
money markets, by using the international networks of merchant
banks. Some British banks, such as the Hong Kong and Shanghai Bank
and Parr’s Bank, brought loan issues on the London capital market and
floated them in conjunction with Baring Brothers and Ernest Cassel.
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Total foreign war loan issues amounted to £107,000,000, out of which
London absorbed £42,500,000. Similarly, during the period 1900–13,
Japan’s large capital imports accounted for over 20 per cent of total for-
eign government loan issues in London.25 This close Anglo-Japanese
financial relationship and Japanese dependence upon the City of
London is another aspect of Anglo-Japanese complementarity in eco-
nomic relations.

This complementarity between British financial power and East Asian
economic development is an important theme of Part II of this book. It
remained an important element in Anglo-Japanese economic interaction
until the late 1930s. Similar relationships can be recognized in the l930s,
after the restoration of China’s tariff autonomy, between Chinese indus-
trialization and British financial interests. In regard to the economic
interaction between the UK and East Asia, Chapters 8, 9 and 10 present
a new interpretation of the international order of Asia up to the 1930s.26

In that decade, the Chinese currency reform of 1935 was the central
focus of economic interaction. After the success of the currency reform,
the new Chinese dollar was stabilized against sterling and the US dollar,
and was de facto linked with sterling. Stabilization of currency promoted
the development of Chinese industrial production and the export of
consumer goods which accrued under the protectionist policies pursued
by the Nationalist Government.27 Thus the rise of economic nationalism
in China was achieved by taking advantage of the international order of
Asia and the financial influence or the ‘structural power’ of Great Britain.
In British India, economic development, also centred on cotton goods,
was helped by the rise of tariff protection after the acquisition of ‘fiscal
autonomy’ in 1919. As long as British financial interests were protected
by the high fixed exchange rate of the Indian rupee at 1s 6d, the
Government of India allowed Indian industries to grow and export their
products to Asian countries.28

We can clearly understand these unique developments by reference to
the Cain–Hopkins thesis that the core of British economic interests had
shifted from manufacturing to finance and services, the main economic
base of gentlemanly capitalism. This kind of complementarity, which in
effect encouraged industrialization in East Asia, represents a special
relationship, especially in the non-European worlds. It implies not
rivalry or competition but co-operation or alignment as long as
individual national interests are in concert with each other. The co-
existence between British economic interests and East Asian indus-
trialization added to the ‘structural power’ of Great Britain, and
strengthened the status of the City of London as an international centre
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of high-finance.29 The future task is to compare this nexus of con-
nection with other networks of trade and finance, for example, the
African networks in order to reveal the successes and failures in early
industrialization.

IV

The book is divided into two parts. Part I deals with the metropolitan
basis of British imperialism and the issues raised in section II above. In
Chapter 2, Huw Bowen discusses the making of a global British Empire
in the eighteenth century which is vital for an understanding of the
British-centred globalization or the ‘Pax Britannica’ of the nineteenth
century. Bowen illuminates two important factors for the formation of
a global empire in Asia as well as in North America.30 He refers to recent
studies of cultural and material aspects of imperialism in the United
States. These factors have been concerned with the links between
gentlemanly capitalists at home and overseas actors, such as the
North American elite and the East India Company. Bowen’s important
contribution to the Cain–Hopkins debate is to identify the emergence
of an ‘international British elite or transoceanic imperial elite’ in
North America and Bengal through the ‘anglicization’ of overseas high
society. In the case of Bengal, powerful private interests, supported by
a strong state, played an important role in spreading British influence
in Asia, and their activities were closely connected with ‘country’ or
intra-Asian trade. In this context, Bowen’s arguments are connected
with Part II of this book, which exposes the impulses from the periphery
behind the formation of a global British Empire and its relationship to
the metropolis.

In Chapter 2, John Darwin reconsiders British power in the nineteenth
and twentieth centuries in a global context, and explores the mutual
relationship between globalism and British imperialism, or the link
between imperial history and global history. First, he recognizes the com-
mon ground between the Cain–Hopkins and Gallagher–Robinson theses,
especially the notion of informal influence. In considering British power
in the global context, he assumes that there were two basic constraints
on British power from the world economy and geopolitics. The first is
that ‘as an open global system, the British empire was acutely sensitive
to the pressures and prospects of the international economy’. The second
is that ‘the world-wide span of British imperialism made it vulnerable to
political change’ in East Asia and the Euro-Atlantic world as well as in the
empire. He proposes the three ‘long swings’ of the world economy as the
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chronological matrix for the rise and fall of the British Empire: the
approach (1830s–70s), formation (1880s–1920s), and crisis (1930s–40s).
From his viewpoint of constraints under global circumstances, ‘there was
no mid-Victorian “global hegemony”’; and ‘globalism set in after 1870’,
when ‘the economic inter-dependence of regions and markets reached a
critical stage creating for the first time a “world economy”’. He reveals
the limits of British power projection in international relations through
the coexistence between an empire of trade and an empire of rule. In this
sense, as he stresses, ‘the full implications of that protean concept, the
“imperialism of free trade” have yet to be worked out’,31 even after the
publication of the Cain–Hopkins thesis.32

In Chapter 4, Ian Phimister offers a revisionist account of that classic
case study of late nineteenth-century imperialism: the Partition of
Africa. He examines Cain and Hopkins’s interpretation of the scramble
for Africa, and criticizes two aspects of their arguments. First, Phimister
points to a global dimension of the partition of Africa in the context of
the transformation of international relations which witnessed the rise
of Germany and the United States. He stresses the importance of
international rivalries among European Powers for the acceleration of
the partition in tropical Africa. Phimister’s second argument concerns
the relationship between economic imperialism, informal empire and
territorial empire. Focusing on British expansion in Southern Africa, he
presents a new interpretation of the Selborne Memorandum of 1896,
and insists that the success of financial imperialism and informal
empire in the South African Republic threatened British governmental
plans for uniting South Africa. His conclusion is that the South African
crisis revealed a conflict between two arms of gentlemanly capitalism,
one led by the City of London and the other in government.

In Chapter 5, Gerold Krozewski is concerned with later stages of
British imperialism between 1945 and the early 1960s, giving particular
prominence to international finance. Krozewski provides a critical
assessment of the applicability of gentlemanly capitalism to the post-
1945 period, and criticizes the ‘continuity theory’ of Cain and Hopkins.
He suggests that the transformation of British society and the British
state before and after the Second World War, especially the changing
role of the state and the coming of welfarism, reduced the influence of
the gentlemanly elite. He then argues that the changing structure and
constraints of international relations after 1945, especially the emer-
gence of liberal multilateralism in a new international economic order
dominated by the United States, exerted a strong influence on Britain’s
international position and policies. Briefly stated, his argument is that
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the social and economic conditions, both within Britain and in the
wider world, that nurtured gentlemanly capitalism no longer existed
after 1945. Krozewski also refers to ‘complementarity’ as a systemic
component of international relations and outlines how regional
economies interconnected with each other. This point is closely related
to the arguments in Part II and is explored in more detail in Chapters 8
and 10. His analysis, which draws on his recently published book on
British international economic policy and the colonies,33 emphasizes
the importance of the ‘structural domestic and international context’ of
the post-1945 period, and he prefers to analyze ‘Empire’ as a ‘system’
rather than as a set of bilateral relationships between the metropole and
colonies.

Part II links international and general themes to East Asia – a huge
area that felt the British presence and influence but largely escaped for-
mal imperial control. This section of the book not only explores the
extent of, and limits to, British influence, but also demonstrates the
unique status of East Asia in global history and underlines the auton-
omy of its own dynamics in creating a globalized order. Furthermore,
Part II reconsiders the meaning of ‘informal empire’ in East Asia from
an Asian perspective.

In Chapter 6, Niels Petersson looks at European imperial rivalry and
the concept of informal empire in China before the First World War. He
reveals the specific circumstances under which gentlemanly capitalism
exerted an influence on China, and offers ‘an international or trans-
national history of empire’ by using archival evidence from Britain,
France and Germany. Petersson illuminates the favourable international
and peripheral context of 1905–11 in which Britain pursued foreign-
financed railway construction in China. This specific but only brief
period is regarded as the height of gentlemanly imperialism in China,
and he represents its peculiar character as ‘co-operative financial imperi-
alism’, a phrase he takes from Jürgen Osterhammel.34 Petersson also
identifies a three-level structure for the analysis of co-operative financial
imperialism: at metropolitan, international and peripheral levels. In the
shaping of global history, the interconnectedness between the second
and the third levels is seen as essential, and ‘British policy within the
framework of co-operative financial imperialism was distinguished from
that of other powers by the conscious pursuit of “structural power”’.35

In Chapter 7, Shunhong Zhang presents a Chinese view of British
imperialism and decolonization from the perspective of scholarship that
is beginning to engage with Western historiography while still emerging
from its Marxist inheritance. Zhang, a scholar from the Chinese Academy
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of Social Sciences in Beijing, appraises the Cain–Hopkins thesis as an
explanation of British expansion overseas from a metropolitan perspec-
tive. However, he primarily offers three criticisms of their interpretation.
The first is that they underestimate the role of British industrial capital-
ism in China. The second, like Petersson, again points to the changing
balance between all three factors which determined the power of ‘imperi-
alism’; the core, the periphery and the international power structure. His
third criticism addresses the treatment and interpretation of decoloniza-
tion, where he emphasizes the role of the Soviet Union. Based on his own
research on the disintegration of colonial empires,36 Zhang presents us
with a more rigid definition of decolonization. He emphasizes the roles of
national liberation movements and indigenous nationalism in accelerat-
ing decolonization, and plays down financial causes.

In Chapter 8, Naoto Kagotani and Shigeru Akita use recent research
by Japanese historians to reconsider the nature and formation of the
‘International Order of Asia’ in the 1930s, and emphasize the impor-
tance of indigenous forces in creating it. First, we present a framework
and viewpoint for analyzing the Asian international order in the 1930s.
We explore the formation of economic interdependence and comple-
mentary relationships in Asia at the metropolitan-peripheral as well as
inter-regional levels, the historical significance of Asian industrializa-
tion in the 1930s, and the ‘openness’ of the sterling area and the imperi-
alistic international order of Asia. We then analyze British perceptions
of Japanese economic development in the 1930s, as an ideal case of eco-
nomic ‘complementarity’, by referring to the British Commercial Reports
on Japan written by the Commercial Counsellor, Sir George Sansom.
Finally we consider Japanese ‘cotton-textile diplomacy’ with British
India and the Dutch East Indies in the first half of the 1930s. We con-
clude that Japan’s ability to import huge quantities of primary products
from the British Empire was indispensable for colonial debt servicing,
and that there was a clear complementarity between European financial
interests and Japanese exports to the Asian markets which stimulated
the networks of Asian merchants.

In Chapter 9, Yoichi Kibata reconsiders the influence of Great Britain
in East Asia in the 1930s to test the proposition that Britain remained
an assertive, global power in the inter-war years. Kibata, who is one of
the editors of the Anglo-Japanese History Project,37 combines an analy-
sis of British policy in China and Japan, and relocates the Cain–Hopkins
thesis in the context of the changing nature of the British Empire,
especially in East Asia. He examines British attitudes to Japan from the
Japanese invasion of Manchuria in 1931 to the Sino-Japanese War in
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1937, and reveals the continuity of Britain’s accommodating attitude to
Japanese diplomacy and the formation of Britain’s appeasement policy
towards Japan in the mid-1930s. He argues that the British Government
pursued coexistence with Japan in China for the purpose of containing
rising Chinese nationalism and prolonging the imperialist world order
in East Asia. British appeasement policy reflected the contemporary
sense of weakness in the ‘official mind’ and the changing nature of
Britain’s status in international relations. Kibata’s article is also
concerned with the political significance and the validity of the concept
of British ‘informal empire’ in China.

In Chapter 10, Kaoru Sugihara reveals the interconnectedness between
the City of London as the chief source of international capital and
Asian industrialization in the twentieth century, and develops an
argument that relates the trajectory of British imperialism with the
global diffusion of industrialization in the development of a capitalist
world-economy. First, Sugihara points to the formation of ‘comple-
mentarity’ or a particular kind of ‘division of labour’ between the City
of London and East Asia’s industrialization over the first half of the
twentieth century. The City benefited from the growth of ‘intra-Asian
trade’38 and the industrialization of Asian countries. He also analyzes
the ‘link’ of Japan in 1932 and China in 1935 with the sterling area and
the extension of sterling’s influence outside the British Empire in the
1930s. Sugihara then broadens his arguments to cover their impli-
cations for global history. He explores the new international division
of labour between the United States and other Asian countries under
the Cold War regime, and its similarity to the former relationship
between the City of London and East Asian countries. He observes that
‘the peculiar relationship, identified as the Cain and Hopkins perspec-
tive, has arguably survived the hegemonic shift, and has remained a
central device for the development of the capitalist world economy to
this day’.39 The role of the financial and service sectors is generalized
as a vital facilitator of technological transfer and the global diffusion of
industrialization in the context of global history.

V

At the end of the book, Peter Cain and Tony Hopkins respond fully to
every chapter and show that they are looking ahead as well as reflecting
on their earlier work. They make it clear, as do the other chapters in this
volume, that imperial history is a lively subject and one that is taking
new directions. It is also a subject for the twenty-first century and not,
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as many commentators have supposed, one that is or should be con-
fined to the age of great empires alone. Empires did much to shape the
form of globalization that characterized the world order before our own,
post-colonial age.

As noted at the outset, the main aim of this book is to renew the debate
on British imperialism and the British Empire by combining Western and
Asian historiography, and to construct a new ‘global history’ for the
understanding of globalization. Globalization is now becoming a new
and important field in historical studies. ‘Global history’ attracts atten-
tion not only from historians but also from social scientists. Tony
Hopkins has shown a keen interest in the history of globalization,40 and
Cain and Hopkins have added a new chapter, ‘Afterword: Empires and
Globalization’ to their second edition of British Imperialism, 1688–2000.
For their part, Japanese historians have also taken a strong interest in
world history since the 1960s, and they have written several series of
world history from a global perspective.41 Thus academic discussions on
globalization have begun on both sides of the globe. By learning more
about the imperial element in the history of globalization, we can come
to a better understanding of what is truly novel about the process of glob-
alization in the late twentieth and twenty-first centuries.
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2
Gentlemanly Capitalism and 
the Making of a Global British
Empire: Some Connections and
Contexts, 1688–1815
H.V. Bowen

During the eighteenth century, trade, discovery, warfare and settle-
ment took Britons to all parts of the world. From the very beginning
of the expansionist process, those extending British maritime and
commercial enterprise beyond European waters and into the wider
world had directed their energies and resources towards the east as
well as the west, and towards the south as well as the north. As a
result, although the overseas footholds established by the British
were often uncertain and sometimes short-lived, they gradually
began to constitute an empire whose chief characteristics were its
diversity and widely scattered distribution. For all the obvious
importance of trade and settlement in the Atlantic world, activity in
Africa, India and the Pacific region was increasingly recognized as
defining the full extent of British overseas ambition. Britain proved
to be rather more successful than France, Holland and Spain in main-
taining at least a token presence in all of the main spheres of
European overseas interest, and it gradually became evident to
Britons that their empire was taking a form that was unlike any other,
past or present. Always seeking out comparisons and contrasts with
the empires of ancient Greece, Rome and Persia, commentators duly
noted that Britain was the first to exert influence in all parts of the
globe. Slowly, but ever more surely after the end of the Seven Years’
War in 1763, the British began to view their empire as a global one,
and this found expression in their outlook, strategy, and resource
calculations. Imperial attitudes had already begun to be embedded in
popular political consciousness, and they now began to consolidate



the identity of the British as a people who commanded a multiracial,
multifaith empire of millions.1

The emergence of a global British Empire: causes,
connections and consequences

There was of course no grand strategy or master plan involved in the
creation of Britain’s overseas empire, and such were the different
spheres of activity that, on the face of it, there seems to be little if
anything to link expansion in, say, North America and India. Indeed, an
overview of British expansion might well suggest that it was an entirely
haphazard, uncertain and discontinuous process, played out in far-
distant and unconnected parts of the world. But although the acquisition
of individual territories or possessions can often be explained by the
fortunes of war, quirks of fate, or the rogue actions of a ‘man on the
spot’, the steady establishment of a global empire implies the existence
of deeper, strong-running causal currents. Two particularly strong cur-
rents were to be found in the long-term and reasonably consistent
application of metropolitan resources to overseas activity, and in the
creation of a set of common attitudes and assumptions among Britons
everywhere. These helped to bring a peculiar strength, coherence and
resilience to overseas activity, and enabled Britain, undeterred by the
loss of America in 1783, to survive and then eventually to thrive as an
imperial power.

If an overseas empire is, at least in part, an outward manifestation
of the metropolitan power that first created it, then the establish-
ment of Britain’s global empire cannot be understood without
consideration being given to developments that occurred in
Britain itself during the eighteenth century. Indeed when Cain and
Hopkins sought to re-examine the reasons that lay behind the
growth of Britain’s overseas empire, they were motivated by a strong
belief that explanations of expansion should always begin at home.
Accordingly, they challenged many of the existing orthodoxies by
advancing a powerful case based upon the emergence in Britain of
a form of ‘gentlemanly capitalism’ created by an alliance of mutual
benefit forged between the representatives of land, trade and finance
during the course of the eighteenth century.2 Gentlemanly
capitalists were located at the very heart of the expansionist process,
notably in the City of London’s burgeoning financial service sector,
from where they were able to deploy resources, shape opinion and
influence decision-making. Generally committed to innovation,
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‘improvement’, and diversification, their gentlemanly ideals and
entrepreneurial attitudes permeated the wider British elite,
and helped to define patterns of economic, social and cultural
behaviour. Above all, many were deeply committed to overseas
enterprise and sought enthusiastically to exploit the opportunities
offered by the nascent empire. For them, all the world was a stage,
and as risk-taking merchant princes, investors, shipowners, insurers,
lenders, bankers, land speculators, projectors and adventurers they
focused their profit-seeking attention on distant horizons and thus
helped to underwrite and sustain expansionist activity at far-flung
peripheries. Indeed, the commercial sophisticates who led the way
operated freely and comfortably across different sectors and regions
in such an effective fashion that they were themselves able to
establish miniature global business empires of their own. They
became, as David Hancock has so ably demonstrated, ‘citizens of the
world’,3 and the scope and range of their activities was such that
during the late eighteenth century one Dutch-based British
entrepreneur, Robert Charnock, was able to anticipate such a
description by pronouncing that he had become a ‘burgher of the
whole world’.4

Defining and tracing the emergence of metropolitan gentlemanly
capitalists with a keen interest in overseas activity is, of course, as
relevant to the study of imperialism as it is to our understanding of
elite formation within British society, but this does not by itself
explain how and why Britain was able to establish a global empire by
1815. After all, many of the eighteenth-century gentlemanly capitalists
described by Cain and Hopkins never left Britain and were thus not in
any real sense active agents driving forward the expansionist process
in the wider world. They can be represented as the back-seat drivers of
the imperial vehicle who paid for the fuel and supplied a route map
but were unable to exercise tight control on the steering wheel. The
real drivers were those operating at or beyond different frontiers who
acted in their own interest, or who managed resources, made decisions,
and undertook actions on behalf of those who remained at home. Of
course, Cain and Hopkins acknowledge the critical role played by
overseas actors within the expansionist process, and they do so within
an explanatory framework that embraces both the imperial core and
the periphery. As they put it:

The chief aim of our interpretation is to establish the context within
which actions took place; that is, to understand why actors of a certain
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kind were where they were when they were, and why their views of the
world inclined them to act in the way they did.5

Unfortunately for students of the eighteenth century, however, their
necessarily compressed treatment of that important period meant
that they were perhaps not able to explore as fully as they would
have liked the interplay and associations that existed between those
in Britain and those who moved in the wider world. As a result,
although they eventually concluded in the first edition of British
Imperialism that ‘The configuration of wealth, status and power that
materialised in gentlemanly forms of enterprise’ made its mark on
the overseas empire, both on the Atlantic colonies and on India,6

they did not provide case studies of eighteenth-century expansion
similar to those offered for the years after 1815.7 This remains so in
the recently published second edition of British Imperialism and thus
there is still a need to examine further any relationship that might
have existed between the post-1688 emergence of gentlemanly cap-
italism and the increasingly global exertion of British power and
influence during the eighteenth century. In particular, it is necessary
to establish the extent to which gentlemanly capitalist forces were
felt in the wider world, and how, if at all, they served to influence
the development of British activity in different regions. This is
attempted here through the amplification of some of the points
raised directly or indirectly in the work of Cain and Hopkins, and
also by drawing on some of the many studies of the eighteenth-
century empire that have appeared since the publication of the first
edition of British Imperialism in 1993. The issues raised and discussed
here (which are not intended by any means to be comprehensive in
scope or detail) relate primarily to gentlemanly capitalism in its
overseas context.8 Emphasis is placed upon the nature and form
taken by the British presence overseas, and the factors that served to
underpin Britain’s emergence as an imperial power whose influence
was increasingly felt in all parts of the known world. It should be
borne in mind, therefore, that in what follows metropolitan and
overseas forms of gentlemanly capitalism are not regarded as being
separated by geographical location, but rather as belonging to one
increasingly interconnected transoceanic developmental process
that bore heavily upon the establishment and expansion of a global
British empire.

During the eighteenth century, Britons at home and abroad did not
invest the word ‘empire’ with an exact meaning. This was a reflection
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of the fact that, as David Armitage has recently remarked, ‘The unifying
[political] concept of the British Empire left generous room for different
conceptions of the Empire.’9 Armitage’s study of the emergence of
conceptions of an empire that by the 1740s was characterized as being
Protestant, commercial, maritime, and free adds much to our under-
standing of why the word ‘empire’ was not, as later, used narrowly or
exclusively in relation to the conquest of territory and the rule of alien
people. Rather, as historians have long recognized, it was a word with
multiple meanings applied across a range of overseas contexts, and as
British activity changed and expanded during the eighteenth century
so too a variety of different connotations and associations came into
being.10 In the early part of the century, for example, contemporaries
often wrote or spoke of the ‘empire of the seas’, a reflection of the
importance of the North Atlantic fisheries and the ‘nursery of seamen’
that provided manpower for the Royal Navy. At the same time, while
the term ‘colonies and plantations’ was often preferred in discussion of
the settlements peopled by migrants and slaves in North America and
the West Indies, commentators also began to describe the existence of
an English or British ‘empire’ in America. Only later, with conquest in
India did the word ‘empire’ become commonly associated with the
annexation of territory and the exertion of direct political and admin-
istrative control over large numbers of indigenous peoples. As a result,
attitudes towards an increasingly polyglot empire tended to be condi-
tioned by the branch being discussed, and language was adjusted
accordingly. Metropolitan responses to white settlers or ‘brethren over-
seas’ were thus quite different from those offered to subordinated
Hindus or Muslims, with the former invariably being located within an
Atlantic ‘empire of liberty’; the latter within an Asiatic ‘empire of
conquest’. These distinctions were reinforced by the geographical
separation that existed between the empires of the west and east, and
also by the variety of institutional arrangements that underpinned
British activity in different parts of the world. Only slowly did ideas
begin to coalesce around the notion that Britain possessed one empire,
the Empire, and this ensured that the British never exhibited dogged
adherence to an ideological template designed to impose a rigid
framework upon imperial endeavour or overseas activity. Rather, they
made a series of accommodations with different types of imperial
enterprise. This undoubtedly helped Britain to survive the loss of
the American Colonies in 1783 and it paved the way for the dual pursuit
of both formal and informal empire during the early nineteenth
century.
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Although Britain’s widely scattered overseas empire took many
forms during the eighteenth century, expansionist tendencies were
often at work simultaneously at different points of the compass. The
growth of trade and commerce went hand in hand with the applica-
tion of military and naval power to ensure that new possessions were
acquired, frontiers were extended, and markets were established. But
the extension of British influence occurred at an uneven pace and
rhythm. In times of peace, expansion was usually creeping and steady,
often passing unnoticed by those in the metropolis, but wartime
victories against old rivals France and Spain could bring spectacular
advances that were consolidated by peace treaties and widely cele-
brated by the British public. No more was this the case than during
the Seven Years’ War (1756–63) when victories in Europe, North
America, India, Africa, and the West Indies, together with the
establishment of naval supremacy, led many Britons to suggest that
their nation was now able to exert power on the global stage.11 Earlier
triumphs, such as Anson’s highly acclaimed heroic voyage round the
world between 1740–44, had often been represented as evidence of
such a capacity, but it was not until 1763 that, with France and Spain
humiliated, the way seemed clear for Britain to embark upon a process
of sustained world-wide expansion.

Of course, not all were convinced about the advantages to be gained
from empire and those who feared the consequences of over-expansion
were to be heard loudly proclaiming the virtues of caution and
retrenchment. Yet although the gathering American crisis and signs of
a French recovery ensured that any general mood of imperial optimism
was short-lived, Britons acknowledged and reflected upon their global
interests and possessions. The horizons of the gentlemanly classes were
greatly furthered after 1763 as the editors of journals and the writers of
pamphlets encouraged a ‘swing to the east’ in outlook by placing before
their readers copious amounts of information relating to diverse British
activities in India, China, the East Indies, the South Pacific and
Australasia.12 As this happened, the more practically minded politicians
and commentators endeavoured to identify the connections that
existed between different forms of overseas endeavour. The potential
economic interdependence of different overseas possessions was expli-
citly stated and rudimentary attempts at imperial integration were made
in an attempt to draw together and better exploit in far-distant
peripheries.13 Commercial and cultural integration had long been a
feature of the Atlantic world, and it has received much attention from
historians, but efforts were also made to establish sustainable economic
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connections between British Asia and the American colonies. That this
failed in the short term when disaffected American colonists threw East
India Company tea into Boston Harbour to trigger the events leading to
the American Revolution should not obscure the fact that as early as the
1760s some thought was being given to the question of how relation-
ships between peripheries might be more sharply defined. Those in the
metropolis who thought about such things usually did so with their
own interests in mind, but they were beginning to consider the empire
as the sum of its many parts rather than as simply a collection of unre-
lated and randomly distributed overseas possessions. Underpinning this
theoretical consolidation of the empire as a single entity or greater
whole can be discerned demands for the more organized and rational
ordering of possessions, the emergence of the metropolis as a more
proactive agent for the reallocation of imperial resources, and the grow-
ing realization that losses in one sector or area might be offset by gains
elsewhere. Not only did these lines of thought represent the beginning
of a new approach to empire, but they also played their part in helping
to ensure that, despite fears to the contrary, Britain was able to absorb
the considerable economic and commercial impact caused by the loss of
America.

The establishment of connections between the different branches of
Britain’s expanding empire was not only made by those who looked out
at the world from the metropolis. As in the wheel of a contemporary
wagon, Britain’s eighteenth-century empire was given shape and defin-
ition by its rim as well as by the spokes that centred upon the axle. To
a lesser or greater degree, and indeed sometimes only tenuously,
provinces became linked with other provinces as well as to the imperial
core, a process that was facilitated by increasingly long-distance flows of
people, goods and information around the empire, and this enabled
some of those at the outer edges to place themselves within a much
greater whole. Those in the Atlantic colonies benefited from the
material benefits of expansion in other parts of the world; they gloried
in the success of British arms in far-distant theatres of war; and they
believed themselves to be sharing the same rights and privileges as all
other Britons, whether at home or abroad. Moreover, some within the
overseas empire played a full part in the ‘emergence of a pan-Atlantic
conception of the British Empire’,14 and during the 1760s they, like
their metropolitan counterparts, began tentatively to locate themselves
within a broader, global empire.15

Informing the preliminary and often very hesitant attempts to come
to terms with the practical realities of global imperialism was a grow-
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ing awareness that financial and military resources derived from the
overseas empire were becoming deeply embedded in the processes that
sustained the strength of the metropolitan state and economy. The
increased levels of trade and investment directed towards the empire
were an obvious manifestation of this, but many in the metropolis
were now expecting to draw some benefit from some of the more
explicitly ‘imperial’ forms of endeavour that were being pursued by
Britons overseas. This became abundantly clear as Britain began to
accumulate possessions acquired by military conquest rather than set-
tlement, notably in India where the East India Company’s greatly
expanded private army established control over Bengal and the sur-
rounding provinces during the 1760s. Not only did the Company’s
Indian army represent a considerable cost-free addition of strength to
the metropolitan state that could be deployed in the global struggle
against the French, but the Company’s deep involvement in the col-
lection of territorial revenues after 1765 offered the prospect of a sub-
stantial surplus being remitted to Britain as a form of ‘tribute’. The
government fully expected to receive a share of this surplus, with the
fruits of empire being distributed among the members of a mutually
beneficial public–private partnership established between the state and
the Company. Although the Company’s financial and political diffi-
culties ensured that such a relationship never properly developed, the
matter greatly exercised the minds of some who began to regard the
overseas empire as a fiscal cash cow that could be milked to the great
benefit of a nation struggling with mounting financial problems.
Revenue income derived from the periphery could be applied to the
spiralling national debt, thereby easing the domestic tax burden and
notionally offsetting some of the costs that had been incurred by the
state in support of overseas activity.

With the empire being written into calculations of national wealth,
strength, and prosperity, developments in the wider world could no
longer be thought to have only a marginal effect upon the domestic
economy. Historians have hotly debated the extent to which trade and
imperialism influenced the growth of the eighteenth-century economy,
but after the 1760s contemporaries were inclined to consider the empire
as capable of exerting a major influence upon the economic well-being
of the metropolis. Yet although the economic benefits of expansion
were plain for some to see, others raised awkward questions about the
ultimate value of trade in exotic goods and luxury items. Anxieties were
also expressed about crisis at the periphery of the empire having a
devastating financial impact upon the metropolis. It was thought, for
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example, that with considerable amounts of investment capital
committed to the East India Company a serious setback in India could
destroy confidence and badly damage the City of London. Some
well-informed thinkers went as far as to suggest that imperial crisis
could well serve as a prelude to national bankruptcy, and although
events following the loss of America proved otherwise, such fears were
usually sufficient to convince ministers that the state had some degree
of responsibility for underwriting and sustaining those overseas activ-
ities deemed to be of importance to the national interest. As a result,
although the establishment of Britain’s fledgling global empire was
never in any sense a state-sponsored or state-directed enterprise, the
influence of the metropolitan state could always be felt in a number of
different ways.

The eighteenth-century British state was, by instinct, non-interven-
tionist and it exercised only a light touch on the development of over-
seas enterprise. At times, of course, the force of British arms and ships
was felt in North America, the West Indies, India and elsewhere but for
the most part Crown troops and administrators were conspicuous
by their absence from the outer reaches of empire. Governments had
inherited from their seventeenth-century predecessors a legacy that had
established the outline features of overseas enterprise through legisla-
tion granting monopolies and privileges to a variety of trading compa-
nies, ‘projectors’, and territorial proprietors. Little direct control was
exercised by the state over overseas possessions, and few efforts were
made to direct or control the course of expansion. Instead, considerable
autonomy had been devolved to local authorities such as the assemblies
in North America and the West Indies or the East India Company in
Asia. Indeed, there were no Crown or state representatives at all in Asia
during the early part of the eighteenth century, and there was little by
way of regulation or routine supervision of the Company in Britain. Yet
this should not be construed as long-term indifference by the state
towards overseas activity. Monopolies and the Navigation system had
been established to enhance national financial and maritime power,
and governments were usually prepared to commit manpower
resources, at least on a temporary basis, to various peripheries in support
of hard-pressed outposts routinely policed and defended by locally
raised troops or militias. Although it can be argued that as a result of the
harsh strategic reasons learned during the War of American
Independence the navy remained reluctant to disperse its main forces to
distant waters,16 expeditions and squadron continued to be dispatched
to the wider world and Britain retained the capacity to bring pressure to
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bear upon colonial theatres of war. There was no clearer indication of
this than during the global warfare of 1793–1815, when not only were
French threats to the empire decisively thwarted but Britain also
emerged victorious as Europe’s predominant imperial and maritime
power.17

When pressed, the state also offered financial support to enterprises
considered to be vital to national interests. This was most notably the
case with the East India Company. The Company had been present at
the birth of the eighteenth-century state during the 1690s when it
loaned considerable sums of money to a hard-pressed wartime govern-
ment. As such, it was embedded at the very heart of the system of
public credit, and came together with the Bank of England to form the
powerful ‘monied interest’, which represented the institutional meet-
ing point between the worlds of private and national endeavour.
Because of this, and because of the economic potential thought to be
offered by the Company’s expansion in India, the state was prepared
to grant considerable financial support to the Company when it ran into
trouble during the late eighteenth century. In return, the state began
to exercise closer supervision of the territory being brought under
Company control, but it did so at arm’s length and the Company long
continued to act as Britain’s official agency in Asia. Governments were
wary of the political problems associated with any challenge to the
sanctity of chartered rights, but they were also all too aware of military
and administrative realities. They did not have the resources, expertise,
or capacity to govern vast tracts of overseas territory, and their
attempts to assert authority over the 13 American colonies during the
1760s had only drawn them into crisis and a costly war. It was thought
far better to continue to devolve power to others, such as the East India
Company, who could act as representatives of British interests. This
policy ran obvious risks when the Company pursued aims that were
not in the wider national interest or was unable to control its own
employees, and thus after 1773 Parliament began to establish the
metropolitan bureaucracy necessary to supervise East Indian affairs. In
the aftermath of American war, fears for the future of the empire
combined with the anxieties of the revolutionary era led to similar
developments becoming evident in other spheres of overseas activity.
This is held to have heralded the beginning of a new authoritarian
era in which more robust metropolitan attitudes towards the empire
were translated into the establishment of the institutional apparatus of
control and audit.18 This was undoubtedly the case, but much tighter
imperial regulation at the centre was not yet matched by effective
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control at far-distant peripheries, and the influence of the British state
often remained very limited at times other than when troops and ships
were deployed in support of local British representatives or communi-
ties. The limited overseas reach of the state was no better illustrated
than in the case of India where the East India Company, despite its
gradual loss of commercial privileges after 1793, remained firmly in
place as a semi-autonomous governing agency.

Although the existence of a global empire began slowly to impress
itself upon the minds of Britons everywhere, Britain’s overseas pos-
sessions remained diverse in form, were scattered around the world,
and could only be loosely controlled from the metropolis. Such char-
acteristics militated against the development of closer imperial ties,
but over time, and in spite of many differences borne out of a vari-
ety of local conditions, Britain’s imperial possessions began increas-
ingly to adopt patterns of sociocultural configuration that were
similar to those evident in the metropolis itself. This served to
impose some basic coherence and order upon an otherwise frag-
mented empire, and also helped to bind overseas territories to the
imperial core and metropolitan society. Indeed, the unsuccessful
attempts to redefine Britain’s relationship with her American
colonies during the 1760s and 1770s underscored the point that the
Atlantic empire could be better sustained and exploited through the
development of informal ties and associations than it ever could be
by heavy-handed assertions of metropolitan authority that could
not be backed by force.

In recent years, historians have begun to approach the study of
eighteenth-century British imperialism from a range of new perspectives,
and this is reflected in the number of terms they have employed to
describe the defining features of the empire. Generally speaking,
attention has shifted away from the imperialism that manifested itself in
the administrative, constitutional and military studies of earlier gen-
erations of scholars. Much more emphasis is now placed upon the
cultural and material aspects of imperialism, and Britain’s Atlantic
possessions are now thought to have belonged to an ‘empire of goods’ or
an ‘empire of paper’.19 In different ways, these terms suggest the
emergence of ‘anglicized’ overseas societies whose path to maturity was
determined by powerful impulses emanating from the metropolis as well
as by local conditions. Indeed, historians of colonial America have been
ever more willing to draw comparisons rather than contrasts between
economic and social development at the core and peripheries of the
Atlantic empire.20
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Gentlemanly capitalism and Britain’s Colonial American
Empire

Colonial America does not loom very large in the work of Cain and
Hopkins, which is perhaps rather surprising in view of the extent to
which historians have been inclined to portray members of the North
American elite as archetypal gentlemanly capitalists. This might be held
to represent something of a lost opportunity to locate gentlemanly
capitalist influences at the outer edge of the eighteenth-century empire.
Certainly, North American elites, like their provincial British
counterparts, were active agents of anglicization and played the leading
role in the establishment of the core–periphery links that secured for the
colonies increasingly extensive levels of participation in the changing
world of metropolitan etiquette, fashion, goods, news, ideas and learn-
ing. The gathering strength of metropolitan influence at the periphery
was facilitated by better communications and improved levels of eco-
nomic integration within the Atlantic trading world, and it found
expression in the way that many of the material benefits associated with
the consumer revolution were brought to bear upon North American
society. As a result, an increasing sense of civility, improvement and
order characterized many parts of the colonies by the middle of the
eighteenth century, and this had an important bearing upon the lines
of development followed by local elites. Different elites were able to
confirm and reinforce their status in society through the purchase of a
wide range of fashionable and luxury goods, and, in the absence of
formal titles, ranks and privileges of the type found in contemporary
Britain and Europe, ‘conspicuous consumption’ assisted with the
demarcation of boundary lines within the social hierarchy. At the same
time, elites were also able more sharply to define their sense of group
identity and belonging by developing genteel, polite and well-
mannered lifestyles similar to those that had emerged within metropol-
itan elite circles. Indeed, from a broader perspective, the all-pervasive
influence of the metropolis can be seen to have contributed to a
process, recently described as ‘international gentrification’,21 which
helped to establish a common pattern of social and cultural behaviour
within the upper echelons of all Britain’s imperial possessions. If the
view that the ‘spread of gentility created in America a conscious class of
gentlemen united by common standards across colony lines’ is broadly
acceptable,22 the extension of such an argument suggests that all elites
across the entire British overseas empire were drawn together, united,
and given a sense of identity by the same standards and codes of
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behaviour. They formed a transoceanic imperial elite and, although the
members of this elite were, to varying degrees, rooted in quite different
British colonial contexts, they nevertheless followed similar lifestyles,
displayed many of the same characteristics, and developed a range of
interests and associations that transcended local and regional frontiers.
Drawing them together, and helping to establish a set of common social
and cultural benchmarks, was their adherence to the English gentle-
manly ideal, or at least to an adapted form of that ideal.

By the beginning of the eighteenth century, the North American
colonies had moved beyond the initial uncertain stages of settlement
and living standards had begun to improve. As this happened, members
of the elite became enthusiastic participants in the various cultural, eco-
nomic and social processes that helped to establish and sustain Britain’s
wider gentlemanly empire, and it is possible to identify many reasons
why they became dedicated to what has been called the ‘pursuit of fash-
ion’.23 However, although a strong case can be made for placing colo-
nial elites within a general behavioural and cultural framework defined
by metropolitan terms of reference – similar lifestyles, social activities,
patterns of consumption and so on – it is nevertheless important that
close attention is paid to the precise form taken by what Cain and
Hopkins call the ‘imprint’ of the English gentleman in the overseas set-
ting. There are a number of reasons for this. First, as Richard Bushman
and others have argued, American elite lifestyles were founded upon
rather more than the simple imitation or replication of British types of
behaviour. Instead, cultural trends on both sides of the Atlantic
belonged to what Bushman describes as the ‘single integrated process’
affecting all Britain’s provinces. This enabled colonists to respond
almost as quickly as those in the outer regions of the metropolis to
behavioural and material influences emanating from London.24 Second,
the overseas elite never became unthinking clones of the metropolitan
elite. Some were capable of displaying an independence of mind and
action, and some were prepared to condemn those aspects of English
culture they considered inappropriate or unsuited to their own particu-
lar environment.25 Ian Steele has remarked that elites were capable of
displaying a ‘fascinating ambivalence’ towards Britain.26Although they
needed and indeed welcomed the many advantages that London
bestowed upon them, they could at the same time demonstrate a deep
suspicion and hostility towards key aspects of British economic and
imperial policy, as of course was amply demonstrated during the events
leading up to the American Revolution. Thirdly, whatever the strength
of the influences exerted by the metropolis, other factors always played
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a very large part in shaping elite lives, experiences, and outlooks, with
the result that local customs could find a place within adapted forms of
genteel culture.27 Kevin Sweeney stresses this in his recent exploration
of these issues, and he makes the important point that ‘the lifestyles of
the colonies’ social and economic elite were shaped by local conditions
and vernacular traditions as well as by English goods and the pursuit of
gentility’. Members of some elites did not possess the financial resources
that were necessary to secure full-scale participation in the world of
fashionable goods while others remained, through inclination and
disposition, committed to the pursuit of a modest and simple lifestyle.
As a result, the colonial pursuit of gentility could be both limited and,
in certain contexts, ‘selective’.28

It has, of course, long been acknowledged that the English gentle-
manly ideal played a central role in the definition of elite status within
the American colonies, and historians have often extended and, indeed
to a degree, formalized this connection by making use of the terms
‘aristocracy’ and ‘gentry’ when describing quite different groups of
individuals within colonial society. By doing this, and by using an
English model of aristocratic or gentry behaviour, they have drawn
comparisons, either explicitly or implicitly, between the lifestyles of their
subjects and those of the landed and titled elements within
contemporary British society. This is quite understandable because, with
the exception of the important part played by slave ownership in
helping to define gentlemanly status in the Chesapeake and the South,29

the standard criteria that contemporaries had long applied to the defin-
ition of a gentleman in the North American colonies were much the
same as those used in Britain. In particular, the possession of landed
wealth and the accompanying personal qualities associated with civility,
gentility, social responsibility and a sense of honour were all taken to
represent the hallmarks of the colonial gentleman.30 Yet, by the middle
of the eighteenth century, it was increasingly possible to define a gentle-
man without narrow reference to land and birthright. Lifestyle,
behaviour and manners could all help to secure entry into the world of
the gentleman. In Britain, the exclusive associations between the landed
gentry and the descriptive title of ‘gentleman’ had been broken before
the beginning of the eighteenth century and the non-landed gentleman
had come into being. Whereas all the gentry called themselves gentle-
men, not all who called themselves gentlemen were members of the
landed gentry. As a result, merchants, traders, financiers, and profession-
als of different types joined the gentlemanly ranks.31 Similarly, changing
perceptions and applications ensured that in the American colonies the
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term ‘gentleman’ could be used in a loose and flexible way to describe an
increasing number of individuals who held little in terms of landed
wealth but who were able to purchase the goods and possessions that
had traditionally been associated with elite status.32 In these cases, as in
metropolitan society, consumerism advanced hand in hand with gentil-
ity, causing a redefinition of gentlemanly images and characteristics,33

and it helped to ensure that the term ‘gentleman’ became associated
with a wider range of occupations, qualities and characteristics than had
hitherto been the case.34 The effect of this was, in practice, to extend the
boundaries of the gentlemanly order beyond those whose economic and
social position was based entirely upon landownership. The colonial
non-landed gentleman came into being and this ensured that the upper
echelons of colonial society acquired some degree of the differentiation
and diversity evident within the contemporary British elite.

On the face of it, therefore, it would seem that there are strong
grounds to support the emergence of a colonial American form of
gentlemanly capitalism, not least because the form taken by elite
culture helped to establish and then cement a strong relationship
between the advance of gentility and the development of capitalist or
entrepreneurial activity. This is an issue recently addressed by Richard
Bushman who suggests that material acquisition and the quest for
refinement exerted powerful influences in the world of production and
distribution, and thus ensured that ‘capitalism and gentility came to
reinforce one another’.35 Engaging this issue from a slightly different
perspective, it can be argued that, in part, such ‘reinforcement’ also
resulted from the way in which gentlemanly values and codes of
behaviour infused many forms of economic activity in North America,36

while, as in the metropolis, innovation and enterprise established a
place for themselves at the heart of the colonial gentleman’s world. This
bilateral exchange occurred against a general background in which
entrepreneurial business methods and characteristics were becoming
evident in all sectors of the colonial economy,37 and it was assisted by
the intermingling of different forms of economic activity. In the
cultural and social sphere, the effects of this were such that they helped
to remove, or perhaps prevent the establishment of, much of the
hostility and antipathy that still occasionally characterized relations in
Britain between the traditional landowning elite and those who
operated in the world of business, commerce and trade.

In the Chesapeake, where the planter elite exhibited many of the
behavioural, cultural and social characteristics of their metropolitan
landowning counterparts,38 choice or necessity dictated that fortunes
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were often established and then developed through a combination of
tobacco planting, mixed farming, and a wide range of business enter-
prises including money-lending, land speculation, industrial activity,
shipbuilding, and commercial operations. This not only enabled indi-
viduals to move away from a dangerous dependency on the success of
their tobacco crop, but it also played an important part in the accumu-
lation of wealth.39 Detailed case studies reveal the extent to which local
elites dedicated themselves to economic ‘improvement’ and to the
diversification and development of their activities.40 These individuals
were neither crude caricatures of provincial British squires nor leisured
rentiers. Rather, they were broadly similar to those British landowners
who were genteel and civilized but who were also to be found in the
vanguard of those promoting innovation, improvement and diversifi-
cation within the British economy.

Other North American elites began to move along paths of socioeco-
nomic development that were strikingly similar to those followed by
elites in Britain. Boston, New York and Philadelphia all saw the emer-
gence of powerful commercial groups that bore a close resemblance to
metropolitan merchant elites both in terms of lifestyle and the range of
their economic activities.41 Although levels of personal wealth within
North American commercial elites never reached the heights enjoyed by
other colonial and metropolitan elites,42 these men sought, in the
selective manner mentioned earlier, to secure the trappings and social
status of the gentleman. Accordingly, they kept one foot in the world of
work and trade, but they were also often to be found purchasing land
for speculative purposes and the development of the estates and coun-
try house that provided them with some of the material trappings of
gentlemanly status. But land did not capture the attention of such
entrepreneurs to the exclusion of everything else and there was no
‘flight from trade’. Depending on local circumstances, it is possible to
find plenty of examples of them diversifying their economic activities
and moving into manufacturing, shipping, insurance, the iron industry,
money-lending and privateering. Some long-established landed families
beyond the Chesapeake also developed a close interest in trade and
commerce, and their connections and involvement in such activity
were often strengthened through marriage and family association. In
New York many of the great landed dynasties had important branches
of the family heavily engaged in trade, commerce, and industry by the
1750s.43 Examples such as these illustrate that, broadly speaking, no
firm line was drawn between land and trade, and this helped to bring
elites drawn from a range of economic backgrounds into relatively
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close-knit alliances. These elites often displayed many of the character-
istics of the most innovative and enterprising groups in metropolitan
society, and, as was the case in South Carolina and Georgia for
example,44 this helped to shape the outlook and actions of those who
acted as agents of economic growth and territorial expansion in colo-
nial America. Lest the comparisons between colonial and metropolitan
elites are too closely drawn, however, it is necessary to stress that those
in colonies were unable to gain easy access to the centres of political
and financial power in Westminster and the City of London, and thus
the colonial gentleman lacked direct representation and, with only a
few exceptions, he was unable to assume the role of public creditor and
thereby become a stakeholder in the state and empire. Even so,
although the colonial elite could never fully enter the world of the
British gentleman, enough evidence has emerged in recent years to
suggest that a variant form of gentlemanly capitalism exerted a consid-
erable influence upon the economic and social development of the
American colonies.

Gentlemanly capitalism and British expansion in Asia

It is also possible to discern gentlemanly capitalist influences at work
within Britain’s expanding empire in Asia. All too often Asia is regarded
as a ‘special case’ in examinations of overseas expansion, and, Cain and
Hopkins apart, few attempts have been made to integrate British India
into general explanations of eighteenth-century imperialism. And yet,
for all the obvious outward differences resulting from the formal struc-
ture and form taken by the empire of the East, there are important simi-
larities that allow British India to be tied into the wider empire, and
incorporated within wider patterns of development evident in the
imperial state. Three such general similarities are noted briefly here.

First, as elsewhere, the elite of British India endeavoured as far as
possible to replicate the lifestyle, behaviour and patterns of sociocul-
tural activity that were evident in the metropolis. The wider effects of
this were of course diluted by the fact that the British community in
India only ever represented a tiny minority of the population as a
whole, but, as elsewhere, the elite strove hard to display all the up-to-
date trappings of genteel style and fashion. In a harsh climate this
brought them a degree of European-style comfort and luxury, but it also
enabled them sharply to define their presence in alien and unfamiliar
surroundings. Exchanges between the majority of Britons and the local
Indian communities did not extend much beyond business and
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commerce, and the elite sought refuge, both literally and metaphorically,
in what was familiar to them. This was most apparent, perhaps, in the
‘White Town’ of Calcutta, where, as P.J. Marshall has recently written,
members of the elite ‘lavished money and effort on creating for
themselves the amenities of what they regarded as civilized British
urban life’, a process that formed a central element within their ‘cultural
self-sufficiency and insistence on maintaining British norms to the
fullest extent’.45 In this environment, the elite engaged in a full range
of gentlemanly pursuits, and they exhibited all the social cultural
characteristics of their metropolitan counterparts. Such actions served
many purposes, but one of the most important was that they allowed
the British in India to affirm their associate membership of the inter-
national order of gentlemen.

Second, recent work suggests that during the second half of the eight-
eenth century the British in India also succeeded in creating an adapted
form of the ‘fiscal-military’ state that had been established in Britain
after 1688. The East India Company’s transition from trader to sovereign
during the 1760s and 1770s obliged the British to move far beyond the
management of commerce as they were taken into the realms of
government and defence, and they became heavily dependent upon the
regular collection of territorial revenues and customs duties. As a result,
the Company’s regime, driven by the need to support a vast army,
increasingly resembled the centralized, highly bureaucratic fiscal system
that supported the metropolitan state. The administrative settlement
imposed upon British India by the Company required active support
from an increasing number of civil officers of all types, and these men,
confident of their legal authority, began to apply uniform methods and
procedures in a variety of different contexts.46 Although local circum-
stances dictated that the Company state could never fully replicate its
metropolitan progenitor, the organizational characteristics that it
exhibited indicate the extent to which core assumptions about military
and fiscal power had been embraced by British elites everywhere.

Third, since the pioneering work of Holden Furber it has been
acknowledged that one of the most important dynamics of eighteenth-
century British expansion in Asia was provided by private enterprise.47

While vigorous coercive action was always taken by the East India
Company against rogue traders and interlopers attempting to establish
illegal commercial links between Britain and the East, the Company’s
monopoly on British trading within Asia itself was never regarded as
being absolute in all areas of commercial activity. Indeed, during the
second half of the seventeenth century, the Company had granted
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‘indulgences’ which permitted its servants to trade on their own
account. It also issued licences to a small number of ‘free merchants’
and, unlike other European companies, it had effectively ceded intra-
Asian trade or the ‘country trade’ to private individuals. There had long
been an informal commercial presence operating within and often well
beyond the formal boundaries demarcated by the Company’s trade and
territory, and thus the British presence in Asia was defined by both
private enterprise and ‘official’ Company activity, with the two often
operating in harness.

The private sector in India was remarkably vigorous, its innovative
and diversified activities often being based upon partnerships between
Britons and local traders and bankers. Naturally, the Company
protected its own position as a trader in bulk commodities, but it
allowed individuals plenty of scope for initiative. Such a policy ran
obvious risks, such as when private traders became involved in disputes
with local rulers, or Company servants became heavily indebted to
Indian merchants, but there were plenty of advantages for the
Company. By trading on their own account, Company servants could
accumulate the large fortunes that would, they hoped, secure them a
comfortable retirement in British landed society, and not only did this
make the East India service attractive to adventurers, but it also gave the
Company access to a large pool of private British funds that acted as an
important local source of credit and working capital. Over time, the
flourishing private sector took on an institutional form as partnerships
established a large number of banks, industrial concerns, shipping
companies and agency houses. Most notably, this sector came to
dominate the ‘country’ trade, the expansion of which was of great
importance to the Company because it allowed funds to be transferred
from India to Canton in China where investment could be made in the
all-important tea trade. Growing involvement in the China trade
helped private traders to reassert themselves in eastern seas and this
enabled a new sphere of British influence to be established. Since the
middle of the eighteenth century, private traders from India had broken
out of a traditional Asian maritime commercial system, and they moved
far and wide, with their reach eventually extending from Australia to
Britain. Thus, to take one late-eighteenth-century example, British pri-
vate traders in Bengal were able to exploit important transoceanic com-
mercial linkages that touched three continents as they endeavoured to
transfer goods and funds to Europe via the United States of America.48

In the words of P.J. Marshall, the operations of India-based British
merchants ‘now spanned the world’,49 and their activities well illustrate
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how, in certain instances, the process of global expansion and integra-
tion could be driven by powerful commercial impulses emanating from
the periphery as well as the metropolis. This underscores the important
yet often overlooked point that Britain’s emerging global empire was
given shape and definition not only by those looking out at the world
from Britain, but also by those at the outer reaches who were capable of
independently establishing links of their own with other parts of the
world, as well as with the metropolis itself.

Conclusion

The examples offered by North America and India suggest that the
different overseas spheres in which Britons moved during the eighteenth
century perhaps had more in common than might have been first
thought. In part, this was because these separate spheres were connected
by the international order of British elites whose attitudes and assump-
tions were informed by a shared commitment to the gentlemanly ideal
and the pursuit of enterprise. As the American Revolution demonstrated,
this was not enough to override the tensions and divisions between core
and periphery that could be caused by constitutional and political crisis,
and more generally, one of the greatest perceived threats to the well-
being of the metropolis always lay in the unfettered expansionist actions
of gentlemanly capitalists in the wider world. Nevertheless, those located
at the outer reaches of the eighteenth-century empire established social,
economic and administrative systems that possessed many of the char-
acteristics embodied in the metropolitan gentlemanly capitalism defined
by Cain and Hopkins, and this helped to integrate Britain’s diverse terri-
tories and possessions into a greater whole. The British had always
adopted a flexible and broad-based approach to overseas activity, and
when this legacy was harnessed to an increasingly strong belief in the
value and importance of a global empire the potentially devastating loss
of America became only a momentary setback to the processes of world-
wide expansion and growth.
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3
Globalism and Imperialism: the
Global Context of British Power,
1830–1960
John Darwin

I

How do we account for the course of British expansion in Asia, Africa
and the Middle East in the ‘imperial century’ between 1815 and 1923
and for the long contraction that followed? For nearly fifty years the
high ground in this debate has been occupied by two great schools and
the stage army of their critics and camp followers. The ‘imperialism of
free trade’1 and ‘gentlemanly capitalism’ each provide a grand synthesis
into which may be fitted the economic, strategic, international, domes-
tic and colonial components of imperial growth and decline. Each has
attracted a barrage of criticism: the ‘imperialism of free trade’ from
those who resisted ‘informal empire’ as an implausible fiction;2 ‘gentle-
manly capitalism’ from those who rejected it as an inadequate descrip-
tion of the British economy3 or who doubted the ‘Schumpeterian
rationality’ of the City.4 And each contained arguments and emphases
at odds with the other. Robinson and Gallagher had stressed the import-
ance of the colonial factor in the imperial equation, and seen strategic
rather than economic motives as the force behind late-Victorian imperi-
alism, Cain and Hopkins had insisted upon metropolitan dynamism as
the engine of expansion and commercial gain as its target.5 It was the
Late-, not the Mid-Victorians, they argued, who won Britain a world-
wide commercial imperium. For Robinson and Gallagher, the makers of
British policy were a ‘closed’ elite of self-confident officialdom, whose
‘special historiography’ seduced or intimidated their political masters.
For Cain and Hopkins, they were a more ‘open’ elite whose membership
was commercial as well as political, reflecting the close alliance of
Westminster, Whitehall and the City. These differences are important
but they should not obscure the wide agreement on fundamentals: that
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the British Empire was a global system comprising both ‘formal’ and
informal’ elements; that it depended upon the collaboration of local
interests constrained by the inequalities of ‘structural power’;6 that it
was governed by the prevailing assumptions of its policymaking elite;
and that its ultimate fate depended upon the success with which it
‘integrated new regions into the expanding economy’.7

In this chapter, it is this agreement on fundamentals that is the start-
ing point for speculation. It is possible to take an unflattering view of
the policymaking elite and its confident opinions: to doubt their coher-
ence, suspect their provenance and question their authority.8 But more
interesting questions arise if we take seriously the link between imperial
history and global history on whose importance Tony Hopkins has
recently insisted.9 To what extent was British imperialism, for all its sub-
tlety and panache, an epiphenomenon of much larger forces at work in
the world after 1830? Were the British surfing a global wave, or were
they the hapless victims of a sea-change they could barely register?
What combination of global circumstances allowed them to cut such a
figure in the world for so long but then brusquely despatched them to
the second rank? What interplay between the economic and political
forces of ‘globalism’ – the drawing together of the world’s regions into
a single ‘system’ – lay behind the attrition of their imperialism in the
1930s but its paradoxical survival into the 1940s and 1950s? What con-
ditions once favoured a loose-knit empire scattered broadcast across the
globe, but then turned so many bridgeheads of influence into mere
symptoms of ‘overstretch’?

Such an inquiry risks undignified collapse into the mere recital of
endless variables or the reductio ad absurdum of a monocausal theory.
Global history is not easily rendered into usable fragments. In this
paper it is argued that we can best approach the problem by invoking
two ‘terrible simplifications’. The first proposes that as an open global
system, the British empire was acutely sensitive to the pressures and
prospects of the international economy. Three ‘long swings’ – the
approach (1830s–70s), formation (1880s–1920s), and crisis (1930s–40s)
of the world economy – form the chronological matrix for its rise and
fall. The second that the world-wide span of British imperialism, its
loose, decentralized organization, its frequent reliance on ‘informal’
methods, and the limited means of coercion available to it, made it
especially vulnerable to political change wherever strong states
contested its claims. The logic of this assumption is that the flimsy
maritime web that the British spun between the two poles of the Old
World depended as much, if not more, on the state of politics in East

44 Gentlemanly Capitalism, Imperialism and Global History



Asia and the Euro-Atlantic world as upon the variable scope for state-
making in the vast region that stretched between them. The British
were not the passive victims of circumstance. But perhaps it was these
larger conditions that prescribed the limits of their initiative and fixed
the domestic cost of empire.

II

After 1830 the British steadily transformed a straggling mercantile
empire into a world-system. While their success owed much to a parti-
cular set of endowments and aptitudes, these in turn could hardly have
come into play without favourable global conditions and the growth of
new patterns of intercontinental trade and contact. It was once assumed
that the ‘spontaneous combustion’ of home-grown industrial change
had driven Britain’s rise to global power. It is now plausibly suggested
that it was the rapid intensification of commercial and cultural contact
between European and Asian economies in the eighteenth century –
expressed in the European demand for Indian textiles and Chinese
tea, silks and porcelain – that was a crucial stimulus to British indus-
trialization.10 Britain was particularly receptive to Asian imports: its
growing ‘consumer culture’ reflected the strong attraction to ‘exotic’
products. Early industrialisation in textiles and ceramics mimicked the
artisan manufactures of India and China. The profits to be made from
tea were the hidden spring of treasure in the East India Company and
served indirectly to drive forward its frontier of rule in South Asia. But
it was access to the North American market that was the pacemaker of
British foreign trade.11

Thus well before the great age of Victorian expansion the British had
been able to turn the Atlantic expansion of Europe and the commercial
dynamism of Asian producers to their advantage. They had become the
entrepot between the Eastern and the Western world. In the Napoleonic
wars, they beat off French efforts to supplant them and tightened their
grip on the financial as well as commercial branches of the entrepot
trade. But it was the 1830s that saw the spectacular expansion of this
entrepot empire into a world-system in the making.

The 1830s opened a new phase in the Euro-Atlantic economy and in
Europe’s relations with East Asia. European penetration of other large
regions in the extra-European world reached a critical stage. The
‘Eurasian revolution’ that had begun with the European conquest of
Bengal in the 1750s was reaching a climax. By 1830, the ‘neo-Europe’ in
North America was undergoing a ‘commercial revolution’.12 With the

John Darwin 45



land rush in Mississippi the ‘cotton kingdom’ had been staked out.13

The era of railway-building was under way.14 The inflow of European
(mainly British) migration accelerated dramatically.15 The American
economy was being integrated much more fully than before into the
economy of Greater Europe: as market, supplier and demographic over-
flow.16 With East Asia the volume of trade was much smaller. But there,
too, the outcome of the political and commercial crisis of the 1830s was
the (limited) integration of maritime China into the European trading
system.17 In the Middle East, the political and strategic catastrophe that
threatened the overthrow of the Ottoman Empire had as its by-product
the wedging open of Egypt and the Ottoman provinces to European
trade. Even further afield, the 1830s were the crucial decade in the for-
ward movement of the European pastoral frontier in Australia18 and,
perhaps, in the fraught relations between aborigines and white men.19

In New Zealand, the dangers of unregulated contact between European
sailors, traders and escapees and Maori communities had been recog-
nized in the appointment of a British consul in 1833 and led by a wind-
ing path to annexation and the treaty of Waitangi seven years later.20 In
Southern Africa a double revolution was in progress. There the consoli-
dation of the Zulu state had unleashed a cycle of indigenous conflict –
the mfecane – that opened the way for a huge extension of European
control in the interior – the Great Trek.21

These events among others were symptomatic of a vast disturbance
in the relations between Europe and almost every region of the extra-
European world: perhaps the climacteric to a long period of ever-closer
cultural, commercial and physical contact – the product of mutual
attraction.22 As the leading commercial state in the eighteenth century,
Britain had promoted these contacts and, in turn, been shaped by
them. But by 1830, she was, of all the European countries, much the
best placed to take advantage of them and much the most exposed to
their unpredictable consequences. This had less to do with the visions
of policymakers than with the sociocultural formation of early
Victorian Britain. Here the most obvious feature was an exceptionally
dynamic commercial culture: the availability and cheapness of credit;
the dense network of commercial intelligence; the sophistication of
mercantile expertise; the appetite for exotic produce; and the
supercharging of Britain’s entrepot function by industrialized
production. This commercial dynamism was closely linked to
demographic instability. British and Irish labour was the most
geographically mobile of any large European society and among the
first to feel the effects of agricultural modernization.23 With ready
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access to commercial shipping (and, perhaps, credit) it was no surprise
that settlers from the British Isles formed the vanguard of European
migrants in search of free land overseas.24 Britain also boasted a
markedly secular intellectual culture, sympathetic to scientific and geo-
graphical enquiry and to their commercial applications.25 The creation
of the Royal Geographical Society in 1830 marked a new purposeful-
ness in ‘intellectual colonization’.26 Finally, and not perhaps coinci-
dentally, early Victorian Britain also experienced intense religious
anxiety, much of it channelled into missionary and humanitarian
enterprise overseas: anti-slavery may have been the strongest public
emotion of the Victorian age. In the new conjuncture of the 1830s,
new trades, new lands, new peoples, new fields of spiritual endeavour
and new sources of guilt and shame exerted a compulsive attraction for
a society already attuned to pursuing commercial, demographic, cul-
tural and spiritual opportunities overseas.

This cocktail of social energies was the fuel for the diversified, plural-
istic expansion signified by the ‘imperialism of free trade’. As Gallagher
and Robinson indicated, Victorian governments intervened periodically
at the behest of private interests27 eager to exploit the main chance for
trade, settlement or conversion. But we should not assume that the mid-
Victorians possessed the means for universal dominion, formal or infor-
mal. The ‘new order’ of the 1830s was a pattern of constraints as well as
opportunities. Britain might have gained more than other European
states from the growing intimacy of intercontinental relations. But she
had not been freed from the perpetual insecurity of European politics
and the need to guard against domination or invasion by a continental
league or a ‘Napoleonic’ superstate. Strategic vulnerability in Europe
magnified the dangers of European competition elsewhere in the world.
Fortunately for the British, neither France nor Russia, their principal
rivals in an age of triangular imperialism, had the means or the will to
shadow them everywhere. Even so, the conflict of interests was real
enough. The British did not often enjoy a free hand: not in the Middle
East;28 not in East Asia;29 not even in the South Atlantic.30 Nor could
they ignore the awkward corollary of American expansion: the impulses
of ‘manifest destiny’ in Oregon, Maine and Central America. These had
to be managed with extreme prudence, partly for fear of a transatlantic
combination at Britain’s expense.31

Nor was this the whole story. After 1830, many non-European soci-
eties had bent, but not broken. Eurasian states from China to Egypt
retained significant autonomy and the ability to limit European intru-
sion, sometimes by playing off the interlopers against each other. It was
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not yet clear that they had lost the race to modernize and ‘self-
strengthen’. In many places, European intervention was necessarily cir-
cumspect. Even where Europeans appeared as conquerors, occupiers or
settlers, for much of the period between 1830 and 1870 their predom-
inance was contested or equivocal. This was true in New Zealand, where
Maori resistance persisted into the 1870s and perhaps beyond;32 in
Southern Africa, the scene of innumerable ‘frontier wars’ lasting into
the 1890s; and even in India, where the Mutiny left a durable legacy of
unease. To one influential traveller in the 1870s, Turkish primacy in
Western Africa seemed more likely than European.33 There was no mid-
Victorian ‘global hegemony’. In reality, Britain’s main spheres of influ-
ence skirted those of numerous strong or resilient states in Europe, Asia,
the Americas and sub-Saharan Africa. The resort to ‘informal empire’
was in deference to local muscle as well as to imperial convenience. The
achievement of a real international economy of integrated regions and
open markets was in prospect but not in hand. The export of capital was
modest. In the meantime, Britain’s place in the new ensemble of global
interests was bound to be uncertain as long as Europe’s future in Afro-
Asia was unsettled. Not even Palmerston favoured ubiquitous self-asser-
tion.34 His critics, including both Peelites and Cobdenites, railed against
the dangers of aggression, isolation and over-commitment, in the Near
East as well as in China.35 Perhaps they hankered after a British
Sonderweg: a new kind of world power based on the Concert in Europe
and a pacific dominion of trade, settlement and religion beyond. If so,
the new shape of world politics after 1870 was as disappointing to them
as to any disciple of Palmerstonian braggadocio.

III

It is still a commonplace in histories of British imperialism (despite the
efforts of Cain and Hopkins) that the late nineteenth century was a time
of trial. The competitors closed in. The stakes were raised. The costs went
up. Much useless property had to be bought. Good money was thrown
after bad. But for all the effort to prop it up, Britain’s world position grew
inexorably weaker and the outposts of empire more vulnerable. The
grand extensions to the old imperial fabric in tropical Africa, Southeast
Asia and the Pacific were a dangerous illusion. The high noon of empire
was really an age of hubris.

It is easy to reach this conclusion if we draw our evidence from the
usual witnesses: the dispatches of diplomats, the speeches of politicians
or the warnings of pundits. But if we take a more panoptic view of
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the global conditions under which British imperialism was bound to
operate, the picture seems much less clear-cut. It was certainly true that
the shape of ‘geo-economics’36 and geopolitics had been sharply modi-
fied. The economic interdependence of regions and markets reached a
critical stage creating for the first time a ‘world economy’,37 one of
whose hallmarks was a global market in basic foodstuffs.38 The univer-
sal triumph of the commercial economy was widely expected. The scale
of migration increased: from Europe, but also from India, China and
even Japan. New zones of settlement sprang up: in Siberia,39 western
Canada, Argentina, Brazil,40 and Manchuria.41 As temperate lands ‘filled
up’, writers, publicists and prophets turned their attention to ‘the
conquest of the tropics’.

Behind the advance of the ‘world economy’ were two powerful agents
of ‘globalization’ – the gradual convergence of prices, incomes and
consumption most visible in the Atlantic economy.42 The first was the
efficiency gains made possible in transport and communications by
the spread of railways, steam navigation and the telegraph, the vital
transmitter of market prices around the world. Railways could lower the
cost of freight by up to 80 per cent,43 transform the potential of inland
regions and reshape their economic (and political) geography with
electrifying speed.44 Railways made bulk exports viable on a grand scale.
They opened new regions to intensive settlement. In the Americas and
North Asia they were the funnel for mass immigration. But the precon-
dition for this huge expansion of infrastructure, and the second great
agent of globalization, was a massive rise of foreign investment, increas-
ing in the British case alone by more than three times between 1880 and
1913.45 The export of capital played a further vital role in the develop-
ment of a world economy. It helped ease the shortage of foreign
exchange, the barrier to trade between countries without complementary
needs, and widen the scope of the multilateral payments system – the
electrical circuit of the world economy.46 Two critical changes, especially
visible in the British case, enhanced the scale and impact of foreign cap-
ital. After the 1870s returns on earlier investment overseas were large
enough to supply new demands for funds abroad: now overseas capital
could meet the needs of its own expansion.47 Secondly, perhaps as a
result, late Victorian London saw the florescence of a hyperactive finan-
cial network, feverishly shifting capital and profits between far-flung
locations in Afro-Asia and the Americas as opportunity or mania
dictated.48 Here, too, was an engine of economic change apparently
capable of enforcing social and political transformation at breakneck
speed – nowhere more so than in the new eldorado on the Rand.
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Of course the larger scale of trade and investment and the closer inte-
gration of economic regions was also due in part to the rapid growth of
new industrial economies in Europe and North America. The British
faced stiffer competition in manufactured exports. German capital, as
well as French, now competed for loans in East Asia and the Middle
East.49 But these effects were magnified by the special trajectory of late-
nineteenth-century economic globalism. Firstly, America’s ‘grain invasion’
of Europe, still only partly industrialized, exposed the rural producers
and landed classes of the Old World to social disaster. The reaction was
a sharp turn towards tariff protection among the continental states.50

Secondly, the new ‘global’ economy was superimposed on a world in
which colonial rule was still widespread and where colonialism was
regarded as a legitimate, if not always practical, means of promoting the
national interest. It was hardly surprising that colonial expansion
appeared attractive, especially in the depressed 1880s, as relief for the
stresses of globalism. So for the British, who rejected tariffs, the new
shape of the international economy was simultaneously hopeful and
threatening. In the worst scenario, if they were excluded from foreign
markets by tariffs or colonialism, and challenged in their own by more
up-to-date competition, the outlook was commercial attrition.

Geopolitics moved in parallel. Before 1870, European politics were
connected to those of the rest of Eurasia and the ‘Outer World’ mainly
by the triangular rivalry of Russia, France and Britain. To this fact,
coupled with the relatively limited scope of European rule outside
Europe and the undeveloped state of overland communications, can
be attributed much of the freedom of manoeuvre enjoyed by the three
imperial powers in their colonial and semi-colonial spheres. Where
the interests of all three collided, as in the Near East, no decisive advan-
tage could be achieved except in the unlikely event of single-handed
military triumph. But after 1871, this triangular system became quad-
rangular, or even (if Italy is included) hexagonal. It was inevitable that
powers in the European states-system should exploit where possible the
extra-European weaknesses of their rivals. Henceforth this game would
have more players. Germany, in particular, had a powerful incentive to
use non-European issues to prop up its new-found role as the arbiter of
European diplomacy. As economic competition outside Europe grew
sharper and the fear of protectionism rose, European activity in the
extra-European world was bound to invoke diplomatic intervention and
great power reaction much more frequently than in earlier periods.

Left unmodified, this might have driven the tensions of European
diplomacy to a dangerous level. The local struggles of European traders,
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settlers, missionaries, explorers and other interlopers were always prone
to rouse vested interests at home and spark an explosion of ‘public’ sup-
port. Even masters of Realpolitik like Bismarck or Lord Salisbury could
find themselves jerked into forward movement by the shock this
administered to their political systems.51 The prospect that great power
governments would be dragged willynilly into imperial wars by the
machinations of colonial buccaneers and their disreputable backers
excited and appalled contemporary opinion. In reality, the threat of
unbridled imperial antagonism was reduced by the conservatism of all
the great European powers; the reluctance to jeopardize their domestic
arrangements by a foreign war; and above all by the shrewd calculation
that the risks of a European armageddon could hardly be justified by
imperial gain. Even under hexagonal imperialism, competitive coexist-
ence remained the rule. Of course, there was always the chance that a
grand European coalition would be formed against a power deemed
guilty of excessive aggrandisement, and impose the principle of equit-
able compensation embodied in the theory and occasional practice of
the Concert of Europe. But in the 1890s, as the alliance system in
Europe grew more rigid, coalitions against a single great power became
less likely. The fear of being dragged into general war by the colonial
adventures of an alliance partner exerted a further constraint on diplo-
matic activism in the imperial sphere.52 Even after 1900 (when Lenin
insisted that a redivision of the world was under way) there was little
sign of a new partition, let alone one imposed by force. Britain, France,
Germany and Russia settled their colonial differences by negotiation,
however bad-tempered.

This was just as well. The political side-effects of an expanding inter-
national economy and the increased capability of European states and
private interests to project their influence into distant regions worsened
the instability of many non-European societies. The Near East had long
been a cockpit on Europe’s doorstep. After the Eastern crisis of 1877–78,
the problem of its eventual partition was a constant preoccupation of
European chancelleries. But since no agreement could be reached on the
peaceful share-out of its cadaver, the Ottoman Empire was condemned
to be sick but forbidden to die. No single power, or even alliance, could
face the retaliation that would follow unilateral seizure of the sultan’s
territorial assets. The price of this hiatus was an intense armed vigilance.
After 1895 and the crushing demonstration of China’s fragility inflicted
by Japan, a second war of diplomatic position broke out. Pre-emptive
occupation, compensatory occupation, concession-hunting, loan-con-
tracting and consortium-building were its weapons. But, as in the Near
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East, no European power was strong enough to enforce its will or scoop
the pool of Chinese trade.

The Ottoman and Ch’ing empires were the most dramatic examples
of a wider phenomenon: the urgent need of many states in Afro-Asia
and the Outer World to self-strengthen by administrative and technical
modernization or succumb to a lethal combination of external pressure
and internal discontent. The ‘race against time’53 into which some Afro-
Asian societies had been forced before 1870 now seemed universal. The
result was a fusillade of regional crises as polities in Africa, Southeast
Asia and the Pacific tottered towards implosion. Volatile successor-
regimes, European freebooters and hyperactive proconsuls waited in the
wings, ready to impose solutions that took little account of great power
relations or the constraints of grand strategy. The frontiers of competi-
tion grew wider; the arithmetic of compensation more demanding; the
protocols of bargaining more arcane. By the end of the 1890s it was a
commonplace that the dual impact of economic and geopolitical
change had turned the world into a closed system in which events on
the remotest periphery reverberated at the centre of world politics in
Europe.54

As the European power that had built up the largest portfolio of
colonial and semi-colonial interests before 1870, Britain was the most
vulnerable to relative decline if hexagonal diplomacy, stiffening
competition and geopolitical instability were to affect larger and larger
areas where British influence (however superficial) had once ruled by
default. For the British, however, the problem could not readily be solved
by selecting the zones where commercial advantage or strategic necessity
were greatest. As prime agents of economic globalization, British com-
mercial interests had a growing stake in the opening of new markets. A
loud domestic chorus was ready to protest against the losses to be
expected from foreign occupation on the one hand or anarchy on the
other. The weight of the ‘overseas sector’ in commercial, financial, reli-
gious and scientific enterprise was greater than in earlier periods, and its
influence more easily exerted through publicity. That would have
counted for less had not a second factor acted on British politics with the
force of gravity. Unlike the larger continental powers, the British rejected
tariffs as an antidote to the grain invasion of the later nineteenth cen-
tury. They accepted the social consequences of greater exposure to the
international economy.55 Mainstream opinion acknowledged that
autarky was not an option, and that Britain was bound to choose the
open sea not the closed door. Heavier dependence upon foreign food-
stuffs and overseas trade meant a deepening engagement with global

52 Gentlemanly Capitalism, Imperialism and Global History



politics and economics. It meant taking more seriously than ever the
fact, emphasized by geographers, of Britain’s centrality in a ‘globe-wide
world’ unified by maritime traffic.56 It meant accepting, in a world in
which globalism and imperialism were yoked together, that the uneasy
Victorian experiment in Afro-Asian despotism practised in India might
have to be repeated in many lesser rajs.57

Defending and expanding a free trade empire, formal and informal,
against all comers was a nerve-wracking task against imperial competi-
tors who enjoyed much easier access to the extra-European world than
before 1870. There were moments when fear of isolation, catastrophic
defeat or financial attrition induced something like near panic.58

But over the period as a whole between 1880 and 1914, geopolitical
conditions proved surprisingly benign. The caution and conservatism of
European statesmen, and the unexpected resilience of the two main
East Asian states were the vital context in which Lord Salisbury and his
successors were able to mount a highly successful diplomatic campaign
to defend and enlarge the mid-Victorian inheritance.

Salisbury held firm views about the likely course of world politics.
Like most observers, he expected a small number of ‘world states’ to
dominate the scene. He thought the independence of extra-European
states would be undermined by ‘pacific invasion’. He regarded Afro-
Asian societies as poorly equipped for political survival or material
progress, and dismissed most as ‘dying nations’.59 The real question was
how the resulting instability could be prevented from damaging
Britain’s international position or sharpening tensions to the point of
war. Salisbury adopted two methods to ward off these dangers. Where
possible he favoured an agreed partition of territories and spheres to
neutralize the trouble-making of sub-imperialists and their paymasters
at home. Where necessary, he strove to maintain the regional balance
by the flexible choice of diplomatic partners and limited, ad hoc,
combinations against aggrandizing rivals – as in the Near East and East
Asia.60 The consolidation of Britain’s position in Egypt (1898–1904) and
South Africa (over which Russia, France and Germany considered and
rejected an anti-British coalition)61 were the trophies of success. With so
many established bridgeheads in the extra-European world, Salisbury
was able to exploit, more than any continental statesman, the divisions
of European politics: the watchful antagonism of the European powers;
their fear of an upset in the continental balance; their aversion to a
general war. After 1900, his protégés recovered their nerve and adapted
his method to the new dimensions of Weltpolitik through an alliance
with Japan and the colonial ententes with France and Russia. British
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world power might have suffered a relative decline since the days of
Palmerston. But no other power proved strong enough to unravel the
global partition (and its informal equivalents) from which the British
had made such disproportionate gains. That was the lesson of Russia’s
military disaster in 1904–05, and of Germany’s diplomatic defeat at
Algeciras (1906) and over Agadir (1911). British leaders had reason to
conclude that it would take the overthrow of the European states
system, with all its checks and balances, to demolish the geostrategic
defences they had so laboriously constructed.62

Edwardian Britain was thus a successful (though not carefree) adapta-
tion to the strenuous conditions of globalism after 1880. In economics
as well as politics, there were opportunities to exploit as well as
competitors to fear. By remaining a free-trade state, the British had
sacrificed their agriculture and encouraged the export of capital, perhaps
at the cost of industrial innovation and efficiency. But as the volume of
trade rose sharply in the later 1890s, they reaped a rich reward. The neo-
Europes in the Americas and Australasia – the heartlands of London’s
commercial empire – now grew rapidly as demand for their commodities
soared. British trade, investment, shipping and services profited from the
boom. Huge surpluses were accumulated in the balance of payments,
helping to fund a spectacular growth in Britain’s foreign lending which
doubled between 1900 and 1913.63 By the eve of the First World War,
one-quarter of British output was being sent abroad; and perhaps a third
of British wealth now lay there.64 This economic success had a wider
meaning. It underwrote the compromises of Edwardian imperialism. It
eased the frictions of domestic and colonial politics. It helped meet the
cost of naval armaments and the outbuilding of Germany whose
Weltpolitik was contained if not suppressed. It deflated the tariff reform-
ers’ case against free trade – whose preservation was Britain’s strongest
card against the collective resentment of other world powers. Last, but
not least, it accelerated the heavy concentration of British trade, invest-
ment and shipping in the safe havens of the Western hemisphere.65 For
the survival of the British world-system, this great ‘swing to the West’
was to be of momentous importance.

In the last resort, however, this happy international conjunction
depended upon the fragile stability of the European states-system with
its volcanic periphery in the Balkans. In August 1914, the British inter-
vened in the European crisis to preserve the continental balance on
which so much of their geostrategic advantage depended. The result
was a massive loss of blood and treasure,66 but also striking confirm-
ation of the inherent strength conferred by Britain’s portfolio of mari-
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time, commercial and imperial assets: the means by which the resources
of America and the ‘outer world’ were mobilized for the struggle in
Europe and the Middle East.67 Britain suffered: her old imperial rivals
were devastated. The German empire disappeared; the Russian empire
shrank; the British empire expanded to its maximum extent. With
Europe in disarray after 1918, its old states-system no longer seemed the
pivot of global order. The best guarantee of that now seemed to lie in
the co-operation of the Anglo-Saxon powers, Britain and America, joint
rulers of the waves and the exchanges. To an old arch-enemy watching
glumly from the sidelines, the meaning of it all was clear enough. ‘So
the old pirate-state, England, has . . . succeeded in letting Europe tear
herself to pieces and . . . secured a victory which accords with her mate-
rial interests’. Tirpitz took comfort in prophecy: ‘England’s day of judg-
ment will have its birth in this very success.’68

IV

Despite the stresses and strains of ‘competitive coexistence’, British
imperialism had prospered in the open global economy of 1870–1914.
The British had fashioned a hybrid system of formal and informal
imperialism that seemed compatible with global conditions and
regional pressures: an expanding commercial empire of free trade; a self-
governing settler empire sheltered by naval power; an Indian Empire of
rule and free trade; and a dependent empire inflated into a defensive
glacis. After 1920, despite the economic strains of post-war transition,
the burden of war debt and the dislocation of markets, there seemed a
good prospect of returning to an ‘enhanced’ normality. The disruptive
imperialisms of Germany and Russia had been eradicated by defeat and
dissolution. The ‘Eastern Question’ had been solved by the partition of
the Middle East. France was preoccupied with her European security.
Japan had been co-opted reluctantly into the Anglo-American ‘system’
in East Asia. By the later 1920s, the spectre of Bolshevik anti-imperial-
ism no longer seemed so threatening with the collapse of its alliance
with Chinese nationalism, while the inflow of American capital helped
to underwrite the restoration of political and economic stability in
Europe. With the Locarno ‘system’ in Europe, the Washington ‘system’
in East Asia, and a League of Nations whose trusteeship ethos was
notably indulgent to the old colonial powers, the decentralization of
the British Empire seemed safe enough: a programme carried through in
India (1919), Ireland (1921), Egypt (1922), with the ‘white dominions
(1926–31) and through the apparatus of mandates and treaties in the
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Arab Middle East (1922–30). The ‘third British Empire’ seemed in tune
with the post-war global order.69

Of course, this cheerful scenario rested on the expectation that the
open global economy, so vital to British prosperity and to the balance
of their world-system, would regain its prewar vigour and permit a full
recovery from the losses of war. By 1931, this prospect had vanished in
financial chaos. The implications were drastic: a fall of 8–9 per cent in
the volume of world trade,70 but a reduction of more than 25 per cent
in prices, a reduction felt with particular severity by commodity pro-
ducers and rural economies. The political consequences were seismic. In
Europe, a radical move towards open repudiation of the postwar order;
the drive towards economic bilateralism and barter, pulling Eastern
Europe into a closed economic zone dependent on Germany;71 the
sharpening of ideological warfare as economic failure raised hopes, and
fears, of social revolution. In East Asia a parallel transformation could be
glimpsed. The financial partnership and economic complementarity
that had eased Japan’s acceptance of the Washington system dissolved.
American capital exports dried up; the American market for Japanese
silk closed down.72 Militarism, anti-communism, and the search for
autarky exercised increasing influence in Japanese politics and over
Tokyo’s diplomacy. The three-cornered struggle for influence in China
led to open war against the Kuomintang government in 1937 and
prompted the blunt rejection of a Europe-centred imperial order in the
programme for a ‘Greater East Asian coprosperity sphere’ in 1938.73

Even if by 1938 the volume of trade (though not its prices) had recov-
ered the level of ten years before, economic globalism had gone into
reverse. Large swathes of the world seemed destined to withdraw into
the closed (or only partly open) commercial systems of Germany, Japan
and the Soviet Union.

These tendencies were bound to inflict great damage on Britain’s
commercial ‘empire’ and its large political superstructure. British
wealth rested upon providing goods and services for the international
economy to a far greater extent than that of any other major power.
The delicate web of political relations spun around the world by
imperial influence as much as rule depended upon the sense of mutual
self-interest especially in the commercial sphere. Indeed, much British
prestige derived from the universalist appeal of liberalism, free trade
and representative government. Amid the fierce ideological storms of
the 1930s, the fragile entente between liberalism and empire (long
sustained by liberal faith in empire as a stage towards global
community) began to give way.
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The most obvious symptom of British weakness was the debility of
their international trade. Even in 1938, Britain was the world’s largest
trader, ahead of the United States.74 But much of that trade depended
upon the prosperity of commodity-producing countries, worst hit by
the fall of prices, and their return purchases of British manufactures.
Britain’s balance of merchandise trade was bound to suffer. But that
was not all. In 1913, Britain’s excess of merchandise imports was com-
fortably paid for by the income drawn from investment overseas. In
1938, the combined total of investment income and the invisible
income from overseas services like shipping and insurance barely cov-
ered the cost of imports, and in some previous years the balance had
only been met by a significant export of gold.75 As a result, rearmament
in the fraught 1930s had to be slowed to ease the strain on the balance
of payments. There was other collateral damage. Amid the general
repudiation of war debts that took place in 1931, the British govern-
ment cancelled its obligations to the United States. However necessary,
it was a costly blow to British credit where it mattered most. In India,
where half Britain’s total land forces were garrisoned and paid,76 the
weakness of public finances, exacerbated by political unrest, threw the
burden of modernizing the army back on to the Imperial centre in
London. Amid the shrinkage of the global economy, all circles were
vicious.

This is the global context in which we have to set the paralyzing anx-
iety with which British leaders confronted the collective threat to their
world-system posed by Germany, Italy and Japan, and, as some
believed, the Soviet Union: four revisionist powers each in search of its
own version of a new world order. The dream of Anglo-American
hegemony vanished like a dream in the aftermath of 1931.77 The
British turned back to Europe since the European balance was the alter-
native precondition of their imperial security. But here their indis-
pensable ally, France, was a broken reed. Shorn of their prewar Russian
ally and prey to ideological division, French governments were even
less willing than the British to guarantee the postwar settlement and
contain the expansion of Germany and Italy. The ‘neo-Salisburian’
statecraft on which the British had relied to balance the risks of their
world-system was all but bankrupt. Amid an outlook so bleak, war
seemed the only certainty.

Yet prewar pessimism scarcely prepared the British for the devastating
blow that the war inflicted on their world position. Blitzkrieg in 1940
shattered the last remnants of the old European order. The destruction
of France prised open the British Empire like an oyster. The Atlantic and
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the Mediterranean ceased to be lines of imperial communication and
turned into avenues of enemy attack. The ‘swing-door’ of empire in
Egypt became the frontline of imperial defence. Worse still, the Vichy
government made no resistance to the forward move of Japan into
Indo-China, the launching pad for the assault on European colonialism
in Asia. When Germany turned on Russia, and Japan on the British,
Dutch and Americans, globalism entered its greatest crisis. By early
1942, two vast Eurasian empires were in the making, each capable, or so
it seemed, of driving deep into the Outer World: Germany through
Egypt; Japan through Southeast Asia.

The British were saved in part by their own efforts, in part by cash-
ing in the stored-up wealth of their age of expansion. But the survival,
for the time being, of their empire should also be seen as a product of
the inscrutable dynamics of the ‘closed system’ of world politics under
which no great power could be oblivious to major changes in the allo-
cation of territory and resources, however remote. An expanding world
economy and increasing integration between regional economies
tended on balance to soothe the inevitable friction between great
power interests in all too close proximity. When those conditions were
reversed by moves towards ‘geo-economic’ partition, the tensions
latent in a dynamic closed system were bound to rise. At almost their
last gasp, the British were kept afloat by this ironic twist of globalism.
American willingness to court the enmity of Germany, long before
Pearl Harbor, sprang from the calculation that Axis control of Britain’s
empire would damage American world interests, perhaps irreversibly.78

As the second largest beneficiary of the open economy, Washington
had to decide whether to defend it alongside the British or in the last
ditch alone.

The global hegemony of Germany and Japan was blocked at the
battles of Midway, Alamein and Stalingrad in 1942–43. Churchill’s
canny influence on Allied strategy ensured that Britain’s imperial
recovery was secured alongside the reconquest of Europe and the
defeat of Japan. But by the war’s end the British depended
overwhelmingly upon American aid to replenish their wealth79 and
restore their world position. Churchill’s famous declaration that he
had ‘not become the King’s first minister to preside over the
liquidation of the British Empire’ is sometimes dismissed as the
empty rhetoric of an unrepentant Victorian imperialist. In fact,
Churchill’s statecraft, adumbrated in wartime, co-opted by Attlee and
Bevin, and sealed in the diplomatic revolution of 1948–49, was a
ruthless attempt to exploit the economic and geostrategic possibili-
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ties of the postwar world to preserve the appearance and some of the
substance of prewar power.

For a decade, global conditions seemed favourable to this enterprise.
The failure to make a European peace, the mutual antagonism of the
emerging superpowers, and the limits on their military capacity maxi-
mized Britain’s leverage as the third world power. The disorganization
of East Asia and the Chinese revolution of 1949 wrecked the promise of
Sino-American partnership and extended the lease of European colo-
nialism in (parts of) Southeast Asia.80 Crucially, the continuing disloca-
tion of the global economy and the threat of its total breakdown could
now be exploited by London (after the crisis of 1947) to protect the
remainder of its financial and commercial empire against American
penetration.81 The British raced to develop their closed colonial bloc in
Afro-Asia. The illusion that Britain could restore much of its prewar role
as the industrial and financial partner of the non-industrial world per-
sisted through the 1950s.82 In this mirage of continuities it was possible
to think that neither the ‘loss’ of India, nor ejection from Egypt, nor the
concessions to colonial nationalism would prevent the imperial associ-
ation, suitably decentralized, from being a serviceable vehicle of British
world power.83

In practice, the permissive (if stressful) conditions of the aftermath
were too transient to allow any such revival of British imperialism. By
the mid-1950s the superpowers had consolidated their grip on lesser
and client states84 and were extending their influence into the hinter-
lands of Afro-Asia. As the competition for influence grew sharper, old
forms of empire-building became obsolete. But new-style empires of
informal influence did not come cheap. They could only be sustained
by dynamic economies with the means to ‘sponsor’ new states and
feed their voracious appetite for arms and aid – the American path; or
(as in the Soviet case) by siege conditions at home and a command
economy to service imperial needs. For the British, however, there was
little choice by the 1950s but to try to re-enter the open international
economy, newly reconstructed by American power, at whatever cost in
economic uncertainty.85 Informal imperialism was now the only
option. But the cumulative strains of an extra-European ‘world-role’
and intra-European rivalry were loaded onto a postwar economy
starved of investment and stripped of the overseas assets which had
sustained it even in the years of depression. In the twenty years of
crisis that followed, the familiar outline of British world power faded
slowly away. Globalism and British imperialism had finally parted
company.
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V

If this rapid sketch of the global setting of British power bears scrutiny,
it may offer a modest addition to the usual repertoire of imperial his-
tory. Firstly, it reinforces the insight of Robinson and Gallagher long
ago that the course of British imperialism is not to be understood as a
linear progression towards a predestined future. Instead, the British
throve or failed as they took the main chance offered by the shifts of
the world’s economy and the drift of its politics. They had to adapt
their ‘domestic’ affairs – including the shape of their empire – as best
they could to these unpredictable global permutations. Meanwhile the
full implications of that protean concept, the ‘imperialism of free
trade’, have yet to be worked out. The uneasy coexistence in the British
system between an empire of trade and an empire of rule remains at
the heart of the imperial puzzle. Secondly, it gives added weight to the
emphasis laid by Cain and Hopkins upon Britain’s commercial and
financial expansion in the late nineteenth century and to their insis-
tence upon its role as a prop of empire deep into the twentieth – long
after the general climate had turned against the British experiment
in global power.86 Finally, it strengthens the impression that once
globalism had set in after 1870 British power was at the mercy of the
unstable relationship between the four indispensable elements of their
world-system: Britain’s own strength and status as a great European
power; the resources of the City’s informal empire of commerce; the
military and commercial assets of India – the arm of their Asian power;
and the manpower, markets and ‘Britannic loyalty’ of the white
dominions.87 In the late nineteenth century, it had been easy enough
to hold together this bizarre centrifugal construct. Up to 1939, it had
survived well enough to weather the crises of the ‘globe-wide world’.
But by 1960 only the husk was left. World-system shrivelled to ‘empire-
commonwealth’; empire-commonwealth to the vacuities of a ‘world-
role’; the ‘world-role’ to Europe. Where next?
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Peter Cain and Tony Hopkins wrote:

From the perspective of . . . [our study of British Imperialism], there
is an argument to be made for reducing the attention customarily
paid to the partition of Africa because the importance of the
continent, as measured by trade and financial flows, did not give it
a high ranking among Britain’s international trading partners or
even among regions that felt the force of her imperialist ambi-
tions. . . . However, given that partition. . . is so firmly entrenched in
the literature as the classic case of late nineteenth century imperial-
ism, there are compelling historiographical reasons why we have
situated our own interpretation in the context of the existing
literature.1

Profoundly dissatisfied with explanations for Africa’s partition which
have emphasized variously the significance of strategic concerns; the
crucial role played by proto-nationalism; or the problems besetting
Britain as ‘an ageing, defensive power struggling to fend off new chal-
lenges to her interests’, Cain and Hopkins instead argued that:

the impulses motivating [British] policy can be traced to the
metropole, and particularly to the expansion after 1850 of . . . gentle-
manly occupations and values . . . Indeed Britain’s actions in parti-
tioning Africa followed the contours of this development: the main
weight of her interests lay in Egypt and southern Africa, where City
and service interests were most prominently represented, and it was
there that Britain showed the greatest vigour in promoting her
claims.2
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More precisely, Britain’s occupation of Egypt was ‘closely linked to
restoring the health of public finance’. . . ; while the occupation of
southern Africa was ‘also a result of Britain’s growing stake in the
region, where her investments had risen substantially following the dis-
covery of minerals’. In the latter case, though, Cain and Hopkins were
at pains to acknowledge that:

the Anglo-Boer War was not fought at the behest of the mineowners
any more than it was fought to secure a naval base or to realise the
dreams of an ambitious pro-consol. The decision was made because
Britain was an expanding power which sought to create in Africa a
dynamic economic and political satellite of the kind already in evi-
dence in Australia, Canada, New Zealand and, it should be added,
Argentina. Kruger’s plans for achieving greater political independ-
ence cut across the trajectory of British policy by threatening to con-
fine Britain’s influence to the Cape and by perpetuating uncertainties
about the long-term future of the mining industry.3

So far as tropical Africa was concerned:

in the absence of a powerful City interest, the Foreign Office had to rely
on chartered companies, which in turn required subsidies . . . in
exchange for political services. Organisations such as the Royal Niger
Company and the Imperial British East Africa Company represented
gentlemanly capitalist interests in a dilute form. . . In West Africa,
mercantile pressure groups also joined with British Chambers of
Commerce representing manufacturers who were keen to preserve
markets for their goods. But this example is an exception that proves
the rule: policy in Britain’s principal spheres of interest . . .was not made
by the manufacturing lobby and was influenced by it only to a limited
extent. Even in West Africa, manufacturing interests made headway
only because their demands were consistent with free trade. . . .

Far from British policy, then, or rather policies, as there ‘could be no
“one Africa” policy. . . since the continent was not united’,4 being ‘essen-
tially restrained and reactive’,5 the rapid expansion of the financial and
service sector of the economy in London and the south-east meant that
Britain in Africa was an ‘advancing not a retreating power’.6

Seven years have passed since the argument summarized above first
appeared in fully worked out form,7 certainly time enough for an assess-
ment to be made of the extent to which gentlemanly capitalism does
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actually provide ‘a systematic account of a momentous historical
event’.8 In what follows, this chapter will examine the part played by
Britain in the Scramble for Africa in the light of subsequent publications
and recent research. Amongst the former are essay reviews of British
Imperialism itself; general overviews of Africa’s partition or of British
overseas expansion; and specialist monographs and reviews devoted to
particular aspects of British involvement in Africa during the nine-
teenth century.9 The latter comprises as yet unpublished research on the
City of London and the coming of war in South Africa between 1895
and 1899. Not surprisingly, the verdict is mixed; less predictably it may
point to a contradiction of sorts at the core of imperialism.

I

Of all the examples of ‘gentlemanly capitalist’ interests shaping British
intervention in Africa, the case of Egypt seems to be the strongest.
According to Robinson and Gallagher, Britain occupied Egypt in 1882
because the breakdown of law and order following the overthrow of the
compliant regime of the Khedive by proto-nationalists threatened
Britain’s strategic interest in the Suez Canal, the crucial importance of
which was to safeguard the route to India.10 Cain and Hopkins will have
none of this. They argue instead that British policymakers were driven
to defend Britain’s substantial economic interests. These comprised
some 80 per cent of Egypt’s exports and 44 per cent of her imports by
1880. More importantly, they also constituted significant holdings of
Egyptian Government stock by City investors who believed that they
carried an implied guarantee by Britain. It was these investments which
the British thought were threatened by the nationalist deputies of the
Chamber of Notables. When Lord Granville, the Foreign Secretary, was
advised in March 1882 that the Chamber would not give up their claim
to manage parts of the Budget, he came to the reluctant but unavoid-
able conclusion that ‘it must end by their being put down by force’.11

This is not a version of events which has been much disputed in
recent years. Apart from Afaf Lutfi al-Sayyid-Marsot’s non-committal
listing of the possible causes of British intervention, the reference for
which is Hopkins’s own article on the subject,12 the only serious chal-
lenge came from Andrew Porter a decade ago. He attacked the argument
put forward by Hopkins in 198613 for failing ‘to embrace . . . [the] very
broad range of British interests which is still missing in . . . accounts of
Egypt’s occupation, and which the gentlemanly capitalist framework
fails to provide’.14 Neither of these charges was explicitly addressed in
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British Imperialism, and it appears to be a disagreement which turns pri-
marily on very different readings of Bruce Johns’s work on British busi-
ness interests in Egypt.15 What is significant for Porter is the picture of
‘an indecisive and ill-informed Government’ whose ‘hesitant adjust-
ments of policy to a changing economic relationship’ caused ‘the
convergence of imperial and private interests’,16 while for Cain and
Hopkins the importance of Johns’s research is the proof that ‘the City’s
involvement reached to the highest levels’. Lord Rothschild himself
actively ‘represented the interests of British investors . . . [as did] the
Corporation of Foreign Bondholders, which mobilized The Times, the
financial press, and the considerable number of members of parliament
(besides Gladstone) who had a financial stake in the Egyptian econ-
omy’.17 It is this latter interpretation which receives most support in
Colin Newbury’s chapter in Volume III of the Oxford History of the British
Empire on the Partition of Africa. Britain’s demarcation of Egypt in 1882
as a British sphere by unilateral naval and military action, writes
Newbury, ‘had its origins in both the internationalisation of the
khedive’s insolvency and the methods pursued by foreign agencies to
cure that condition’.18 Starting from Lord Salisbury’s acknowledgement
that Britain’s stake in Egypt was largely commercial, this interest grew
to the point where:

in a wave of Gladstonian justification and City satisfaction,
Parliament ultimately approved the official underwriting of a ‘special
interest’ in trade through the Canal, investment of ‘capital and
industry’, and protection of British nationals.

It was ‘these motives for the defeat of [the nationalist] Urabi’s forces at
Tel-el-Kebir in September [1882] which left Britain the task of patching
up “the great disintegration”’.19

II

Further south, however, the role played by ‘gentlemanly capitalism’
appears to have been very much weaker. Indeed, if there is one region
where Cain and Hopkins stretch the utility of the concept of ‘gentle-
manly capitalism’ to breaking point, it is tropical Africa. This is the case
not least because their earlier studies, separately20 and together,21 seem
to offer a more satisfactory account of the diffuse influences shaping
British (and other European) interventions in West Africa, one which
ascribed a much less pushful role to the financial interests of the City.
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Indeed, it was by placing Cain and Hopkins’s earlier works in an inter-
national context that the present writer attempted in 1995 to explain
the process and pattern of Africa’s partition.22 It took as its starting
point Eric Hobsbawm’s observation that:

the major fact about the nineteenth century is the creation of a single
global economy, progressively reaching into the most remote corners
of the world, an increasingly dense web of economic transactions,
communications, and movements of goods, money and people
linking the developed countries with each other and with the unde-
veloped world.23

Of particular importance was the further fact that the pace and nature
of change accelerated in the last 30–40 years of the century. This period,
according to Barraclough, transformed itself to such an extent that ‘the
age of coal and iron was succeeded after 1870 by the age of steel and
electricity, of oil and chemicals’.24 Industrial capital’s accelerated devel-
opment, sometimes called the ‘Second Industrial Revolution’, more
precisely identified as the transitionary phase between competitive and
monopoly capitalism, was quintessentially an uneven process. It
profoundly upset existing economic and social balances both between
countries and within them. Generally speaking, the new industries were
most in evidence in Germany and the United States. By 1900, these two
countries had carved out an increasing share of the world’s trade for
themselves largely at Britain’s expense.

Britain’s relative industrial decline after 1870 was influenced not only
by increased competition from other countries, however, but also by the
fact that her own protracted process of industrialization had been
extremely uneven, subordinated in the latter part of the nineteenth
century to the City of London’s commercial and financial interests.
Consequently, from the 1870s onwards, as Cain and Hopkins famously
stressed, ‘while Britain’s dominance of international finance increased,
her industrial sector began to decline relative to her major competitors.
Free trade and invisible exports, the twin supports of financial
supremacy, played their part in emphasizing and underwriting the
decline of industry.’25

This industrial decline was all the more serious because it occurred in
the context of what contemporaries called the ‘Great Depression’ of
1873 to 1890. Once again, the effects of the Depression were not
uniformly felt, but while there were periods of recovery, the general
tendency of prices was downwards. In this deflationary situation,
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increased competition for markets sent a wave of protectionism sweep-
ing across Europe and North America between 1875 and 1892. Only
Britain remained committed to free trade. It did so not because of any
sentimental attachment to past practice when Britain had been the
‘workshop of the world’, but because the operations of the City
depended on the unfettered movement of capital and commodities. As
a result, British industry, already disadvantaged, according to some
scholars, by a basic distortion in British capital markets, was denied pro-
tection on its home ground. British imports of manufactured goods
increased from 3 per cent of total imports in 1850 to 25 per cent in
1900. Nor were British manufacturers best placed to compete in the
markets of advanced industrial countries. Excluded by the often better
quality of German and American products, as well as by tariff barriers,
British exports to Europe and the United States fell by 19 per cent in
value between 1874 and 1900. For all these reasons, ‘industrial interests
in Britain shifted, around 1880, into decisive support for the acquisition
of new markets in Asia and Africa’.26

But neither the shifting balance of economic and political power in
the northern hemisphere nor intensified competition for markets during
the Depression determined that Africa would be partitioned. Processes
and events in Africa itself were important, influenced as they were by
external forces. After 1870, the price of vegetable oils, West Africa’s main
export crop, fell dramatically. It did so not only because the opening of
the Suez canal in 1869 provided Southern Asian producers with easier
access to European markets, but also because of expanding world
production of mineral oils. The ensuing trade depression quickly made
itself felt along the West African coast and hinterland. Local rivalries
intensified as disputes raged over ‘the allocation of shares in the export
trade, over the prices to be asked and given, and over the distribution of
reduced profits’. These rivalries in turn were accentuated by European
merchants, as they were drawn into African politics, particularly in their
role as creditors. And increasingly all of these tensions and struggles
adversely affected the flow of trade.27

In these circumstances, some European traders began calling upon
their respective governments to restore ‘law and order’. The smooth
operation of trade, they argued, depended on political stability. They
were joined by others whose falling profit margins made them want to
restructure the market so as to eliminate African middlemen. The intro-
duction in the 1850s of regular steamship lines between Europe and
West Africa had already added to the problems facing established mer-
chants by lowering freight rates and making it easier for newcomers to
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enter the trade, and when competition intensified during the
Depression, the interruptions to the regular flow of trade caused by the
dissolution of the indigenous West African economy and society, were
the last straw. European merchants began demanding

political action up to and including colonial annexation, as a means
of checking or suppressing commercial competition and, by reducing
the political independence of African middlemen, forcing them to
accept lower prices.28

The ‘character, intensity and influence of mercantile pressures’ for
metropolitan intervention not only varied from locality to locality in
West Africa itself,29 but also met with very different responses from the
governments of France, Britain and Germany. Of all the major powers
trading in West Africa, France was least able to absorb the new competi-
tive strains. Because the convergence of merchant demands with the
broader impact of the Depression was particularly marked in France, her
merchant lobby received a sympathetic hearing from successive admin-
istrations. With key sectors of French civil society increasingly willing to
countenance military campaigns, and with Europe and North America’s
technological lead over the rest of the world widening almost daily,
wars of colonial conquest promised to be cheap and easy. ‘By 1870 the
local [West African] deterrents to penetration were no longer serious’,
Flint has noted.30

Starting from their existing Senegalese enclave in 1879, the French
began to advance across western Sudan. In its latter stages, the French
scramble for African territory, even if accelerated by Britain’s occupation
of Egypt in 1882, and justified, like its British and German counterparts
in terms of Social Darwinism, was primarily sustained by ‘renewed
industrial depression and heightened tariff barriers [which] generated a
French will to claim any domain which could be brought within the
tariff system of the French Empire’.31 The colony’s governor commented:

At a time when France is trying to increase her volume of business with
Senegal, to develop the resources of her colony and to create new out-
lets in the very centre of Africa, it does not seem to me possible that all
this effort should be made for the profit of a foreign industry. . . . In
such a country the theory of free trade cannot be put into practice.32

By contrast to French policy, Britain’s initial response to the clamour
of her own merchants for intervention in West Africa was cautious and
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conservative. Although Britain’s trading interests were by far the largest
of any European state involved in West Africa, merchant cries for help
were largely ignored. However, once France began swallowing large
chunks of West Africa, this raised the spectre of British trade being
excluded by high tariff barriers from a widening zone of French terri-
tory. Only then did British policy begin to change direction.

This slow and reluctant change of policy reflected the limited import-
ance of industrial capital in contemporary British political economy. Its
interests were often important enough to cause London to react to
external changes but it was rarely sufficiently powerful to initiate action.
Government policy, crucially influenced by the financial and service
interests of the City of London, remained committed to free trade. In
this context, and recognizing that there was no realistic possibility of
free trade being jettisoned in favour of Protection, industrial interests
in Britain added their voice to merchant demands for state intervention.
Businessmen, according to Cain, ‘began to take an interest in anticipa-
tory annexation of overseas markets. The main fear was that large areas
of the world might otherwise be occupied by rival powers with protec-
tionist inclinations.’33 ‘Protectorates are unwelcome burdens’, wrote one
senior member of the Foreign Office, ‘but in this case it is . . . a question
between British protectorates, which would be unwelcome and French
protectorates, which would be fatal. Protectorates of one sort or another,
are the inevitable outcome of the situation.’34

Britain’s pronounced reluctance during the 1880s to do anything
more than was strictly necessary to safeguard her existing commercial
interests was exemplified further south in West-Central and in East
Africa. In neither region were significant British interests involved.
Their export trade, however, was more diversified, including cloves
from Zanzibar and ivory and wild rubber from the coastal hinterlands.
Here the key is that although the price of vegetable oils collapsed after
1870, the price of cloves remained stable and the prices of rubber and
ivory actually increased. They ran counter to the general trend of the
Depression. This, as Munro noted, had the effect of attracting new-
comers to these regions, ‘who saw in their relative commercial vitality. . . a
potential for the creation of commercial empires’.35 Chief amongst the
interlopers attracted to West-Central Africa was Leopold II of Belgium.
Obsessed with the idea of controlling what he hoped would be the
riches of the Congo Basin, Leopold actively promoted European explor-
ation of Central Africa during the second half of the 1870s. In East
Africa, Leopold’s British counterpart was William Mackinnon, a
shipowner whose vessels plied between Aden and Zanzibar. Mackinnon
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had earlier wanted to lease the Sultan of Zanzibar’s mainland territories
in order to develop the interior’s trade, but this particular scheme was
blocked in 1877 when the British Government opted for the continued
exercise of indirect influence through the local potentate. The ensuing
uneasy equilibrium was disturbed at the start of the 1880s when
Leopold’s efforts to make commercial treaties with local rulers ran up
against the activities of the French explorer, Savorgan de Brazza. When
France ratified de Brazza’s treaties in 1882, this set off alarm bells in
Whitehall and the Wilhelmstrasse. Both Britain and Germany were
worried that the protectionist French were about to carve out another
huge colony, this time in Central Africa. But because neither country
had vital economic interests at stake, they were reluctant to make pre-
emptive annexations of their own. For broadly similar reasons, they
would have preferred the vast area which later became the Congo Free
State left open to everyone’s trade. ‘[The] . . .main interest of Britain was
that the Congo should be free to the peaceful enterprise of all the world,’
so Hyam and Martin claim. ‘Basically, Britain had enough to do
and wished the Congo to lie fallow.’36

While key aspects of the argument made above, notably the conse-
quences of the City’s attachment to Free Trade, can be found in
Hopkins’s Economic History of West Africa and in Cain’s Economic
Foundations of British Overseas Expansion, they sit uneasily with Cain and
Hopkins’s subsequent insistence in British Imperialism on the proactive
part played even here by gentlemanly capitalism. Attempts to bring
Goldie and Mackinnon within the gentlemanly fold by hailing them as
‘gentlemen in the making . . . [because they were] on the make’,37 are a
little strained, to say the least. As Geoffry Ingham has complained, it
presents ‘obvious problems of historical interpretation . . . [to] subsume
this aspect of British expansion under the “gentlemanly” rubric’.38 That
British policy in tropical Africa was more restrained and reactive than
Cain and Hopkins now allow is also suggested by Newbury’s conclusion
that it was French expansionism and protectionism after 1879 which
called into question established British policy in West Africa.39 Obliged
to rethink her position as the French military advance moved eastwards
from Upper Senegal, Britain’s room for manoeuvre was further circum-
scribed during the Berlin Congo Conference of 1884/5. Although her
rights along the Niger were recognized, Britain failed to get her own way
over the Congo. Forced by Germany to abandon her support for
Portuguese claims to West-Central Africa, Britain reluctantly recognized
the sovereign existence of Leopold’s personal fiefdom once the Congo
Free Trade Area was guaranteed.
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In East Africa, where no such guarantees obtained in the aftermath of
Germany’s unexpected seizure of Tanganyika, Britain’s hand was again
forced by foreign competition. Granted a royal charter for his Imperial
British East Africa Company in 1888, Mackinnon was belatedly
unleashed. But whether Britain’s occupation of Kenya and Uganda can
be ascribed to the imperatives of gentlemanly capitalism however
‘diluted’ is another matter. While commercial rather than strategic con-
siderations were certainly uppermost in British thinking, John Darwin
has suggested that interest turned into intervention only because the
local bridgehead – ‘the hinge or “interface” between the metropole and
a local periphery’ – was ‘sufficiently strong and its domestic lobby force-
ful enough to outweigh the diplomatic and military hazards of a
forward policy’. In East Africa, ‘as so often elsewhere, Salisbury found
himself struggling to regulate the effects of private expansionism, to
parry its domestic lobbying and to balance the weight of British inter-
ests on the spot against the wider diplomatic pressures to which London
was exposed’.40 By arguing that ‘even when only half exerting herself,
Britain was still able to outdistance her new foreign competitors’,41 Cain
and Hopkins may have underestimated the range of pressures brought
to bear on Whitehall even as they attribute more constancy and pur-
pose to German colonial policy than there actually was.

III

The sheer scale of Britain’s financial and commercial involvement in
southern Africa generally, and in the gold mines of the Transvaal in par-
ticular, dwarfed her interests everywhere else on the continent. At the
end of the nineteenth century, Britain supplied about two-thirds of the
region’s imports worth £15 million per annum, while total investment
in the gold mines stood at some £74 million, of which Britain
accounted for an estimated 70 per cent. Surely here, if anywhere in
Africa, gentlemanly capitalism reigned supreme? J.A. Hobson, of course,
notoriously thought that British intervention was ‘driven by a conspir-
acy of financiers’, but this is not a line of argument which finds any
favour with Cain and Hopkins. Instead they opt for an interpretation
which is curiously close to the one formulated by Robinson and
Gallagher in Africa and the Victorians; that is, ‘the inpouring of trade and
capital [into the Rand] combined with a[n Afrikaner] nationalist reac-
tion to crack British paramountcy’. What caused Lord Salisbury and his
Cabinet ‘to try and force the [South African] republic into a settlement
at the risk of war was their fear of losing British South African loyalty;
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their hope of impressing Afrikanerdom with a sense of imperial
strength; and their determination to halt the decline of their paramount
influence’. Assuming, above all, that Kruger’s republic would dominate
Britain’s South African colonies and determine the region’s future unless
it was forced into a compromise settlement, Salisbury’s government
‘committed itself at last to dictate terms at all costs’.42 This is essentially
the same position adopted by Cain and Hopkins.

The power and potential of the Transvaal had greatly expanded [as a
result of the discovery of gold], and the prospect of a Canadian solu-
tion to Britain’s problems in South Africa was now threatened by the
emergence of a rival possibility: the creation of a ‘United States of
South Africa’ under Afrikaner control.43

But in following Robinson and Gallagher in this regard, Cain and
Hopkins make much the same error as their predecessors. Both sets of
authors appear to believe that the threat posed to British supremacy
was the rise of Kruger’s Afrikaner republic. Yet this is manifestly not
what worried Selborne when he penned his influential Memorandum
in March 1896. Described by Robinson and Gallagher as ‘perhaps the
best evidence of the fundamental considerations which inspired
Chamberlain and Selborne henceforward and which in the end
dragged the ministry into the Boer War’,44 and accepted as such by just
about every scholar who has worked on the war, its full version war-
rants careful scrutiny. As demonstrated below, this is significantly dif-
ferent from the truncated version printed in Africa and the Victorians.
That Selborne took as his ‘postulate . . . [the fact] that the Transvaal is
going to be by far the richest, by far the most populous part of South
Africa, that it is going to be the natural capital, state and centre of
South African commercial, social and political life’ is clear enough. He
was further of the opinion that ‘if South Africa remains as now a
congeries of separate States, partly British Colonies and partly
Republics, it will inevitably amalgamate itself into a United States of
South Africa’. But what was likely to precipitate this ‘cataclysmic’
outcome was not the present ‘Afrikaner-dominated republic’. On the
contrary, observed Selborne:

if the Transvaal were always going to remain a Dutch Republic, I
admit that this danger would not be so imminent. Racial jealousies
might temporarily postpone the effects of commercial interests.
But . . . the Transvaal cannot permanently remain a Dutch Republic.
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There has never been a census; but the best information obtainable
gives a maximum of 25,000 male Boers and a minimum of 50,000
Uitlanders, of whom 3_

4 are British. Before Jameson’s criminal blun-
der the Uitlanders were said to be pouring into the Transvaal at the
rate of 500 males per week. Just think what would be the result of
10 or of 20 years of an immigration maintained at one fifth or one
tenth of this rate! Therefore according to all the experience of history,
this country so powerful in its future wealth and population must
be a British Republic if it is not a British Colony; and I cannot myself see
room for doubt but that a British Republic of such great wealth and so
large a population situated at the geographical centre of political
South Africa would assuredly attract to itself all British Colonies in
South Africa.45

Whether viewed from Whitehall or the City, British financial and
commercial interests on the Rand were flourishing before the war.

The existence of the Republic did not prevent British exporters from
enjoying most of its trade . . . It mattered little to the British
manufacturer and merchant whether the Rand trade passed through
colonial ports or through Delagoa Bay. Neither did the investor
demand to see pro-British politicians governing the Rand, before he
would put his money in it.’46

Indeed, this awkward fact had impressed itself upon British policy-
makers in the period before the Jameson Raid as well as afterwards.
As the then High Commissioner, Sir Hercules Robinson, had
explained to Chamberlain in November 1895, however much
Randlords and uitlanders might object to Kruger’s government, they
had little desire to see the Transvaal inside the British Empire: ‘They
dislike[d] the native policy of England – they dislike[d] the meddling
of the House of Commons and of the philanthropic societies.’47 It
was the looming prospect of a ‘capitalist republic’, British but outside
the Empire, which worried the Colonial Secretary. Chamberlain
concluded:

Whatever defects may exist in the present form of Government of
the Transvaal, the substitution of an entirely independent Republic
governed by or for the capitalists of the Rand would be very much
worse for British interests in the Transvaal itself and for British influ-
ence in South Africa.48
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While Robinson and Gallagher recognized how this concern crucially
influenced British attitudes in the months immediately preceding the
Raid, their misreading of Selborne’s post-Raid deliberations led them
to think that the threat perceived thereafter by Selborne and
Chamberlain was one posed by an Afrikaner republic rather than the
spectre of a British one. But at the same time, Robinson and Gallagher
appreciated that whatever challenge Kruger did embody, it was not to
the City of London or the gold mining industry as a whole. From this
it followed that ‘intervention in the Transvaal was hardly needed to
turn it either into a market or a field of investment’.49 This being so, they
concluded, the causes of the war must lie elsewhere. Selborne, however,
was contemplating a deeper paradox – it was the very success of
British and foreign investment which might require imperial action to
be taken.

IV

What does the ‘balance sheet’of British Imperialism and Africa look like in
view of the preceding three sections of this chapter? That gentlemanly
capitalism can account satisfactorily for the British occupation of Egypt
in 1882 seems well established. When the scramble for tropical Africa is
considered, however, its explanatory power appears to be limited. The
region where the City’s financial interests were virtually non-existent is
also the one where the concept of gentlemanly capitalism is weakest.
Cain and Hopkins themselves, notes Darwin, seem

uncertain how far British intervention was driven by decision-makers
at home, by a new breed of ‘mega-merchants’ on the spot, by pressure
groups appealing to the ‘national interest’ or by the sub-imperialism
of pocket pro-consuls.50

Nor is the wider context given as much attention as it might be. As one
historian wrote in 1903:

The world is . . .more than ever before, one great unit in which
everything interacts and affects everything else, but in which also
everything collides and clashes.51

It is one thing for Cain and Hopkins to demonstrate that past portraits of
British decline have been overdrawn; quite another for their argument not
to accommodate the unparalleled transformation of global conditions
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which witnessed the rise of Germany and the United States in the last
quarter of the nineteenth century. Paul Kennedy has observed:

The transfer of industrial technology to the United States, Imperial
Germany, later Russia and Japan, created new centres of economic
and strategic power where previously none had existed. British
industry was no longer supreme, its commerce was hit by rival manu-
factures and foreign tariffs, its naval supremacy was ebbing away, its
empire was much more vulnerable.52

In these radically changed circumstances, a ‘far less confident’ Britain
was ‘taking imperialist measures to ward off decline’.53 It is an observa-
tion which could be extended to cover France as well. Surely it is no
coincidence that the two powers least transformed by the ‘Second
Industrial Revolution’ were also the ones who seized most of tropical
Africa? So pronounced was the impact of this shift in the balance of
power on France that a powerful case could be made for the Partition as
a whole owing more to French commercial calculations and the Quai
d’Orsay than it ever did to British concerns, whether those of the City
of London or those of the ‘official mind of British Imperialism’.

So far as this chapter is concerned, what some of these problems sug-
gest is that Cain and Hopkins might have been better advised to resist
the temptation of situating their interpretation in the context of the
Partition’s established historiography. All too often, the result has been
debate at cross purposes. As they themselves acknowledged, the logic of
their overall argument is to downplay the significance of the Scramble
for tropical African territory. Generally speaking, the region did not
attract the interest of the City. The latter’s attention was focused
on Canada, Australasia and ‘informal empire’ in Latin America and
elsewhere. The further difficulty, of course, is the perennial one of
definition. What is meant by ‘imperialism’ and/or by ‘empire’?
Nonetheless, it may be possible to identify two intertwined processes at
work. The first of these constitutes the core of Cain and Hopkins’s
analysis. Characterized by massive financial flows, British Imperialism
went from strength to strength in this period – that is, after c. 1870. One
or two important exceptions aside, however, the dynamic expansion
overseas of ‘gentlemanly capitalism’ did not turn on territorial
annexation. By contrast, vested British interests in tropical Africa,
usually those most threatened by the changes associated with the
Second Industrial Revolution, looked to colonial acquisitions to bolster
their position. This second process witnessed a huge increase in the size
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of the British Empire in Africa, but it was characterized by caution as
much as calculation; by peripheral as often as metropolitan impulses;
by defence rather than offence. Granted that Cain and Hopkins are
primarily concerned with imperialism, and their critics are largely
interested in empire, perhaps Cain and Hopkins should simply have
conceded ground of so little concern to them instead of fighting on
such unfavourable terrain in the first place.

Arguably, these issues find their most complicated expression in
Southern Africa, where the interests of ‘informal imperialism’ appear
not always to have coincided with those of territorial empire. Well
aware that late-nineteenth-century South African history bristles with
snares for the unwary, Cain and Hopkins attempted to follow what
seemed to be the most judicious historiographical path. But by taking
this route, they may have lost sight of how to deploy the concept of
‘gentlemanly capitalism’ to best advantage. Although they assert at one
point that ‘where City and service interests were most prominently
represented [as in Southern Africa] . . . it was there that Britain showed
the greatest vigour in promoting her claims’,54 in practice the role
which they grant gentlemanly capitalism in the region is unexpectedly
modest. In doing so, they may well have sold the concept short. To start
with, their argument is unnecessarily confined to the Cape and the
Transvaal. After all, Southern Rhodesia and by extension Northern
Rhodesia, were acknowledged by contemporaries as exemplifying the
‘relationship between a good or bad share market on the one side and a
British Colony in the stage of tender infancy on the other’. ‘Rhodesia’,
declared one newspaper in 1898, ‘is a country which, almost avowedly
is intended to be built up, or at least forced upward, by aid of gold
mining and land dealing on the £1 share limited liability principle.’55

Much more importantly, in the hotly debated case of the gold mining
industry of the Transvaal, the weight of the City of London’s interests
was no less for having been misjudged by later observers. If the reading
of the Selborne Memorandum suggested earlier in this chapter is cor-
rect, it opens up the prospect of seeing the Transvaal before 1899 in a
new and intriguing light. Given the degree of dominance enjoyed by
British trade, as well as the Transvaal’s marked dependence on the City
for investment, loans and other financial services, by most criteria the
South African Republic was already part of Britain’s informal empire.
This suggests that the relationship between economic imperialism,
informal empire and territorial empire is not only ambiguous, as
many scholars have realized.56 There were circumstances in which it
was antagonistic.
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5
Gentlemanly Imperialism and the
British Empire after 1945
Gerold Krozewski

Most of the attention on British Imperialism1 has justifiably focused on
its treatment of the nineteenth century. Given the breadth and scope
of the study, the authors had to condense the period of the postwar
empire onto a few pages.2 As for the period after 1945 as a whole, the
original two-volume edition has found some wider resonance among
writers onto British political and current affairs,3 and has been
acknowledged in a survey essay of the City of London.4 From among
those isolated critical essays of the volumes extending into the post-
1945 period, one has dealt with a region neglected in the study, namely
Malaya,5 while another has approached the argument from the per-
spective of Britain’s economic performance.6 Both have therefore not
engaged with the argument in its overall political dimension of linking
society, politics and policy in the context of Britain’s overseas and
imperial relations.

In focusing on the period between 1945 and the early 1960s, when
Britain eventually withdrew from most of its colonial empire, this essay
will discuss the concept of ‘gentlemanly capitalism’, as employed as
the backbone of Cain and Hopkins’s study of imperialism.7 Elsewhere,
I have offered a broad appreciation of their volumes,8 and a detailed
argument about the politics of Britain’s external economic and impe-
rial relations unrelated to ‘gentlemanly imperialism’.9 In the following,
I will sketch Cain and Hopkins’s conception of ‘gentlemanly imperial-
ism’, and provide a critical assessment of its applicability to the period,
before engaging with historical and methodological aspects of their
argument. The conclusions will raise, albeit briefly and tentatively,
some broader conceptual issues of research on British imperial relations
after 1945.



Constituent elements and underpinnings

First, put in the simplest terms for the sake of analysis, British Imperialism
advances a continuity thesis on a socioeconomic formation in Britain,
which begins in the nineteenth century and stretches into the post-1945
period.10 The period after 1945 attracts the authors’ attention because
they argue that one can identify similar impulses in Britain’s overseas
relations as in earlier periods of British imperial expansion, namely influ-
ences of crucial financial relationships connected to a ‘gentlemanly
capitalist’ elite in Britain. The authors, therefore, aim to establish the
continuing relevance of their argument beyond the period for which it
was developed. The study (and Hopkins separately in an article
published after the first edition of the books) advances another, more
specific continuity argument, albeit less emphatically, with regard to the
1950s and 1960s, namely that British policy attempted to maintain some
informal control over the colonies after their independence.11

Conceptually, this argument resembles earlier historical interpretations
of a continuity between informal and formal empire in Britain’s imperial
relations, albeit inversed and transplanted into the mid-twentieth
century.12

Second, the study analyzes the impulses rather than the effects of
imperial rule (as indeed do the classical theories of imperialism). Impulses
are apparently defined in terms of the general underlying motivations of
policymakers as representatives of a socioeconomic group which is
identified as the extension of a ‘gentlemanly capitalist’ stratum of British
society.13 Incidentally, it is also assumed that these impulses, portrayed as
synonymous with the importance of the City of London in the British
polity, continue to be relevant to British external relations at least until
the Thatcher period, irrespective of the existence of a colonial empire.14

In this context, the argument is mainly about policy impulses. The struc-
tural aspect, well developed for the late nineteenth century, takes second
stage in the twentieth century. However, there is some ambiguity as to
whether the study is intended to offer an argument about Britain’s
postwar imperial policy per se, or simply emphasizes influences of the
particular nineteenth-century legacy of the British state related to foreign
relations, since the narrative also summarizes changes in Britain’s global
economic relations and policies. In principle, one could conceive of an
argument which structurally relates society to state and empire, simply as
one about the characteristics of the British polity and the ensuing impli-
cations for Britain’s external relations rather than as one about British
policy in particular regions and periods.15
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Third, the incorporation of the postwar period in a study of imperialism
is an exception. Hitherto, research of the empire during this period has
been conducted within the framework of essentially self-contained
studies of decolonization. Research published within the paradigm of
the dependency school advances a more or less explicit argument about
an imperial design. But this research sharply contrasts with Cain and
Hopkins’s conception of imperialism, which focuses on impulses in the
centre and makes no claims about welfare benefits or the exploitation
or underdevelopment of the periphery in a territorial north–south
divide as is the case of dependency studies.

A critique of ‘gentlemanly imperialism’ and its assumptions with
regard to the 1940s and 1950s requires to clarify what Cain and
Hopkins’s continuity thesis precisely means, what it implies, and how it
relates to imperialism as they define it. This raises questions about the
claim, scope and explanatory power of their argument. The second
continuity thesis simply raises questions about the historical evidence.
But before turning to this critique, I should set the scene from the
perspective of my own research.

The ‘financial theme’ and imperial relations

Cain and Hopkins are right in claiming that British imperial policy
(and to a certain extent colonial policy) during the period after 1945 can
only be fully understood by drawing on economic and especially finan-
cial relationships. In this very general sense, I am in agreement with the
argument advanced in their book. If one assumes that continuity simply
means that financial relationships played a role during the period and,
moreover, that imperialism is a control relation, then one can accept
that there was a continuity in British imperialism down to the Suez
crisis of 1956, which is also the watershed identified by specialists of
decolonization.16 This point could be substantiated extensively with his-
torical evidence, far more than British Imperialism provides in the limited
space available. As I have argued elsewhere, archival sources underscore
the importance of sterling relationships during the period as well as their
role in the key policy debates assessing political control in British foreign
and imperial relations.17 For the present purpose, I will simply pinpoint
some principal elements, which are also relevant to the conceptual
suggestions at the end of this article.

Domestic and external factors imposed priorities on British policy
emphasizing financial relationships. These issues include the problem
of the British balance of payments during postwar reconstruction and
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designs of welfare capitalism; the sterling exchange crises, which posed
challenges for the management of the pound; and Anglo-American rela-
tions, given the twin problem of re-establishing an equilibrium in the
world economy between the dollar and sterling areas and the striving
for liberal multilateralism in a new international economic order.18

Therefore, discriminatory policies were implemented with regard to the
dependent sterling area’s commodities, which proved vital in relations
with the dollar area for ‘dollar saving’ and ‘dollar earning’. As a result,
the economic role of the colonies for Britain increased during the late
1940s and early 1950s, triggered by the convertibility crisis of 1947.19

The resulting policies cannot be interpreted as merely reflecting
wartime approaches which had not yet been phased out. Rather, this
point ushered in a distinct policy approach towards British imperial and
external economic relations. In the absence of colonial control, the
discriminatory trade policies, necessitated by Britain’s position in the
international economy, would not have been feasible and the colonial
contribution to Britain’s balance of payments less marked. As a matter
of coincidence, policies were complemented by other factors, such as
boom periods for some commodities (for example, with regard to
rubber, less so cocoa) and the fact that the imports of consumer goods
could be restricted more easily in some colonies than in the independent
sterling area. Colonial economic policy was an intrinsic part of the
overall management of British external economic relations. Decisions
concerning import restrictions and ‘dollar ceilings’ were taken in the
main interdepartmental committees under the aegis of the Cabinet
Office or co-ordinated in the short-lived Ministry for Economic Affairs,
whereas the role of the Colonial Office was, on the whole, limited to
assessing administrative needs and the political feasibility of economic
policies.20

British relationships with the empire underwent considerable change
during the period both in structural and policy terms for a variety of
reasons. The need, feasibility and desirability of discriminatory
management and direct control diminished in the course of the 1950s.
The dollar gap was closing and liberal multilateralism imposed its own
dynamic on policy-making, as did the challenge from the European
Common Market. No further extension of discrimination was feasible
and it was proving politically costly, especially in areas in which direct
political control was crucial, such as with regard to import controls.
Developmental objectives on the periphery and in Britain proved
ultimately irreconcilable, which ended the ‘common cause’ advocated
earlier. The relevance to cosmopolitan sterling relationships of colonial
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commodities was questioned, given changes in trade flows and the
expected fall in commodity prices. As a result, north–south relations
became far less relevant for the British economy than previously had
been the case, and the empire passed into oblivion almost unnoticed.
States on the periphery also changed during the period, which in some
territories, though not in every case, made British policy designs
increasingly difficult to execute as the 1950s wore on.21

The continuity thesis: some critical observations

With regard to the nineteenth century, the authors have closely inte-
grated their analysis of domestic socioeconomic transformations
with that of changes in British policy and structural changes in
Britain’s global relations. However, my reading of their argument on
later periods is that ‘gentlemanly capitalist’ relationships continued to
impel the course of imperial policy, even after 1945, in a way that goes
beyond merely emphasizing a continuity of the relevance of financial
factors to British external and imperial relations. From this perspective,
the argument becomes problematic because it assumes that imperialist
impulses relating to an explanation based on the context of the nine-
teenth century are applicable to the postwar period. To illuminate these
issues, a set of questions related both to methodology and the historical
context need to be discussed.

The argument about the genesis of ‘gentlemanly capitalist’ imperialism
in the nineteenth century derives its strength precisely from the discus-
sion of the sociological dimension, namely connections and inter-
actions between civil society and the state at a time of important shifts
in state formation and the emergence of nation states – discussed in
diverse intellectual contexts from Gramsci to Weber and Schumpeter.22

It is illuminating, moreover, how the peculiar polity and state shaped
Britain’s foreign relations, even if some critics have expressed doubts
about the precise links established between British society, the state and
policy. As studies of the comparative sociology of the state have amply
demonstrated, individual societies gave rise to specific forms of states
and institutions.23 These factors, in turn, influenced a country’s external
relations.

Nonetheless, one could argue that the study’s strength of an analysis
of social change in Britain in the late nineteenth century, proves to be
its weakness with regard to the twentieth century. From the perspective
of an investigation of British foreign and imperial relations and policies
after 1945, the way ‘gentlemanly capitalism’ is construed conceptually
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reflects the authors’ historical analysis of nineteenth-century Britain
rather too closely. The concept feeds on an interpretation of the decline
and alleged transformation of the landed aristocracy in Britain related
to the financial and service sectors of the economy which set priorities
in Britain’s overseas relations. In this context ‘gentlemanly imperialism’
is a temptingly parsimonious concept. But one has to question whether
it is meaningful in its timeless application of historical continuity.

Simply put, the suggested link between British society, the state and
external relations appears as a projection into later periods based on a
historical argument about the late nineteenth century. The argument
takes insufficiently into account that these main constituent elements
have all undergone considerable change since. Therefore, I would argue
that the continuity thesis is relevant to the period of empire after 1945
only insofar as it is synonymous with the role of the financial sector in
the British polity and the long-lasting legacy of British institutions,
which took shape in the late nineteenth century. However, I would also
argue that this is, strictly speaking, not a continuity of ‘gentlemanly
capitalism’ as a social formation but rather shows a certain relevance of
relations it has shaped. Otherwise, one would have to assume that
‘gentlemanly imperialism’ could accommodate generically different
relationships in different periods, which would turn the concept into a
mere synonym of financial relationships, divesting it of its original
meaning.

Three related methodological points are worthwhile discussing with
regard to the historical evidence on the empire after 1945 when assessing
the applicability of the Cain and Hopkins argument. First, it is regret-
table that the structural analysis of the British polity is rather under-
developed. In particular, the state remains stagnant or is excluded as
an entity of analysis in its own right. Secondly, while the argument is
ultimately about British policy rather than structural aspects of foreign
and imperial relations (quite unlike the classical theories of imperialism),
one could argue that the changing structural context and constraints of
international relations influenced British policy to a greater extent than
is evident from the study. Third, policy is directly related to impulses
emanating from the social background of policymakers, intent directly
related to outcome, which, at certain points, and contrary to the
authors’ stated intentions, runs the risks of making the argument open
to criticism of social-psychologism.24

Even if one accepts that a ‘gentlemanly elite’ was still strong in the
rank and file of the civil service and among members of government in
the mid-1940s and 1950s, these actors operated in a different context
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from that in the late nineteenth century, and politicians were
confronted with a much more broadly based electorate. States had
become more elaborate and diversified constructions as had the inter-
national state system, and the link between British society and the state
had become considerably transformed since the nineteenth century.
The state designed by, or at least aspired to by Labour leaders in the late
1940s, such as Attlee, Bevin, Dalton and Cripps (to some extent influ-
enced by Harold Laski) had little to do with the state of Britain’s free
trading ‘gentlemanly capitalists’, – except for the undeniable but also
obvious fact that it inherited Britain’s global economic connections
from the latter’s legacy. Labour’s management of the empire became
associated with welfarism effectively giving rise to a version of ‘socialist
imperialism’. The British state and empire were seen as part of a protec-
tionist international order where economic planning and controls were
tailored to the needs of the nascent welfare state.

Besides, the prominent imperialist politicians in the Labour party
were distinctly ‘ungentlemanly’ – and rather closer to that Radical imper-
ial reformer of yesteryear, Joseph Chamberlain.25 A comparison with
Chamberlain is made in the study but rather too rapidly fused with the
‘gentlemanly imperialism’ theme.26 Many influential Labour leaders,
though not Ernest Bevin,27 may well have come from relatively pros-
perous social backgrounds, which may well show who made it into the
British political elite and who did not, irrespective of a particular party
affiliation; but (even if they originated from the elite related to the
financial and service sectors) one could hardly argue that their state-
management of the empire was prompted by their affinity to City inter-
ests rather than an opportunity sought to support welfarism driven by
the necessity to remedy balance of payments imbalances.

Under the Conservative governments of the 1950s the principles of a
liberal British state and liberal multilateralism became dominant. But
this is hardly evidence of the continuity of ‘gentlemanly capitalism’ as
a social formation, be it in its impact on the state (and policy) or on
the City of London (and policy). Cain and Hopkins’s assessment of the
period appears to be somewhat trapped by their concept of ‘gentle-
manly capitalism’. The move forward into the post-imperial age looks
(almost literally) like a move backward into a golden age. This argument
is tempting from the viewpoint of an analysis of the psychological
make-up and the motivations of civil servants. A certain imagery was
pervasive among policymakers, who occasionally compared the ster-
ling area to an English gentleman’s club, which implied a similarity of
interest and purpose of its members as well as an informal co-ordination
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of policies under British leadership. It is indicative, for example, how
Britain rationalized sterling area arrangements and the approach
towards central banking on the periphery as a line of defence for the
pound.

But, one does not need to endorse the state’s immunity from civil
society to observe that changes in state organization and institutions in
their historical context played a mediating role between civil society
and policy in the twentieth century and particularly after 1945 rather
than society per se being the driving force behind policy. Cain and
Hopkins would need to bring ‘the state back in’ not because their argu-
ment advances a causation which relates politics to society (the original
target of advocates of the so-called relative autonomy of the state), but
because their causation overemphasizes and also oversimplifies the role
of agency, and because they attribute too much explanatory power to
their historical conception.28

In this connection, it is imperative to point out that the realms of the
British state, City of London, sterling area and sterling empire, though
obviously related, also need to be kept distinct as entities of analysis to
enhance our understanding of the specific nature of Britain’s imperial
and external economic relations and policies during the period. This
point can be made, for example, with regard to the relevance of polit-
ical control in the empire. For the City of London, a control relationship
in the existing empire did not matter. However, it mattered for the state
and the management of the sterling area until the point when policy-
makers realized (tentatively from about 1956 and definitely after Suez)
that a redefinition of north–south relationships in general was in the
making.29 Incidentally, this is also the reason why the second continu-
ity thesis of British Imperialism needs to be qualified. Policymakers did
dream of a reinvigorated British cosmopolitanism based on sterling after
1960, but precisely for this reason they did not aim to revitalize the old
empire in an informal way. Attempts at informal influence in the 1960s
were defensive.30 British policy towards the pivots of the discriminatory
sterling area, Malaya and West Africa, was shaped in a different global
context before and after the juncture of 1957–60, though some rela-
tionships with these regions took until the late 1960s to reflect this
change.

In explaining British imperial policy, an argument focusing on
the institutional dimension does have its place.31 The specific nature of
the British state and institutions had an impact on imperial and exter-
nal economic policy. The institutional and technocratic legacy influ-
enced British policy and implied a general continuity in terms of policy
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predilections, for example, when it came to prioritizing the empire or
Europe, or a cosmopolitan or domestic orientation in sterling policy.
Indeed, technocrats from the Treasury and the Bank of England had
considerable influence on policy, occupying a prominent position in
the policy process as representatives of their respective institutions in
interdepartmental committees. In the economic realm of policymaking,
politicians and even government ministers were often not sufficiently
informed, knowledgeable, or involved, given the sheer quantity of tasks
at hand, to supervise or influence important decisions beyond the overall
approach to policy. In external economic relations, moreover, exogen-
ous factors imposed themselves too frequently to secure a coherent
course of policy. So, discriminatory policies towards the empire derived
as much from the influence of technocrats as from politicians, even
under the Labour government, though the former saw discriminatory
sterling area management as a temporary measure in contrast to many
Labour politicians. One could perhaps say that the technocrats’ ambi-
tion was to assist in making the politician’s dreams for British recovery
come true. It is also a fact that policymakers did hanker after Britain’s
past glory and attempted to emulate principles of past policy, though
their perception was not always accurate.

Nonetheless, interpreting British policy against the background of the
institutional bias of the British state is not the same as suggesting that a
‘gentlemanly capitalist’ social stratum impelled external economic policy.
Nor is it, of necessity, the same as attributing an important place to the
influence of the City of London in external economic policy. These are
necessary areas of analysis for arguments about British external relations
(and factors often neglected by imperial historians), but they need to be
kept analytically distinct, and alone they are insufficient to explain policy
in a specific historical period. Cain and Hopkins’s argument on British
imperialism enriches our understanding of how the British polity evolved
in a certain way and why financial relations became so important for the
British polity. However, the legacy of past relationships, per se, does not
amount to an explanation of policy. There was a rationale of state
management related to, but also distinct from, the City which is not
distinguished clearly enough in the study’s account and conceptual-
ization. While the City certainly influenced the state’s leverage, the state’s
management of external economic relations was different in nature
from simply representing City interests, which were hardly homogenous
anyway. It would be misleading to interpret the management of the
British state’s external and imperial economic relations as the aggregate
response to the cumulation of individual entrepreneurial pressure groups,
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financial or other. This is especially true for the post-1945 empire (unlike
in the case of France, for example), though the investigation of British
business in the empire is of course of interest in its own right and was
an important influence in specific regions.32 Otherwise, the focus on
government policy, rather than entrepreneurial pressure, in the summary
account of the period accurately reflects the structural peculiarities of
British imperial relations at the time as well as the well-known divide
between Parliamentary interest groups and government in the British
policy process.33

The specific structural international context within which policy
was formulated would also need to be more carefully analyzed. The
intricate debates between and among representatives of the political
elite, the civil service and the City of London were importantly influ-
enced by this setting. The sterling crises of the 1940s and 1950s
needed to be tackled one way or another, all the more so, given
Labour’s welfare objectives. Here, the state evidently mattered as a
factor in its own right separate from the influences of social forces or
economic doctrine. The Macmillan government’s move towards
commercial and financial liberalization in the late 1950s, in part,
reflects the constraints of Britain’s financial sector, which circum-
vented government policy if it suited its interests, as the emergence of
the Eurodollar market before de jure convertibility shows. But
Macmillan’s failure to extricate Britain from established sterling
relationships is also evidence of the fact that sterling’s role in the
international economy was an inescapable structural constraining
factor for the British state, as the international context, namely
Europe and the United States, forced itself on the policy agenda
whether policymakers liked it or not.34

On the whole, the study’s conception of empire is attuned to ‘gen-
tlemanly capitalist’ impulses, which may also account for the fact that
British policy is portrayed as having been successful rather than sub-
ject to constraints. In my view, it is difficult to see how one could rec-
oncile an interpretation of British policy during the period with
claims of the continuity thesis of ‘gentlemanly imperialism’, except in
an extremely loose, and therefore in explanatory terms weak fashion.
Nonetheless, even if the general account offered in British Imperialism
cannot do full justice to the systemic dimension, the study rightly
emphasizes the empire as a system (which policy aimed to influence).
Regional case studies of late colonialism and some general studies of
decolonization often assume that British policy operated ‘bilaterally’.
This is implausible, even in such obviously central cases as India, and
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was clearly not the case in the framework of the discriminatory ster-
ling area.

Finally, I should mention a point which is particularly evident from
the perspective of the post-1945 empire but applies to the Cain and
Hopkins thesis as a whole. My critique of the way in which the
authors conceive of the state in connection with policy is also rele-
vant to the definition of imperialism employed in their study. As
mentioned earlier, theirs is not an abstract theoretical argument
about imperialism. Imperialism is studied as a historical phe-
nomenon in a specific country, Britain, and tested in case studies on
the periphery. Conceptually, British Imperialism relies on an argument
about metropolitan impulses to illuminate overseas expansion. The
‘imperialistic’ nature of this expansion is then defined as the
infringement of the sovereignty of states on the periphery which thus
becomes part of the overall argument.35 Therefore, while the state in
Britain is neglected in the analysis of the twentieth century, the state
re-emerges as the very measuring device which makes Britain’s for-
eign relations ‘imperialistic’. This definition of imperialism accom-
modates a broad spectrum of relationships, from British influence
exerted on like-minded social formations, such as in Argentina, to
direct colonial rule. It should, however, be noted that, although,
according to this conception, metropolitan impulses are testable in
case studies, the basic assumptions of ‘gentlemanly capitalism’ (being
about the transformation of British society) are only testable in
Britain. These impulses need not, of necessity, be reflected in indi-
vidual overseas territories. A critique from a regional standpoint
taking Cain and Hopkins to task for not being able to identify ‘gen-
tlemanly capitalists’ in some part of the empire at a given point in
time would do little damage. To falsify their argument, one would
need to show that expansionist impulses mediated through a system
of co-ordinated relations were irrelevant to policy in a particular
region.

Nonetheless, the authors’ definition of the ‘imperialistic’ nature of
expansion is based on a somewhat static concept of the state on the
periphery. The argument fails to take into account that notions of state
sovereignty are fluid. Moreover, states existed in a variety of forms at the
time of colonial expansion and were, in part, a colonial construction.
Colonial states changed not least in response to local social and polit-
ical constraints. Besides, it is difficult to determine what infringement
of sovereignty precisely means. The authors’ argument about imperialism
is not defined in terms of a control relation, and therefore insufficiently
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supported by an argument about structural change on the periphery
and in the international context. In an accessory publication on
Argentina published after the first edition of British Imperialism Hopkins
has shifted the argument towards a definition of control influenced
by a concept of structural power in international relations introduced
by Susan Strange and similar to Platt’s usage of imperialism. However,
the foreword to the one-volume edition of Cain and Hopkins’s study
does not follow up this argument.36

Elements for an alternative perspective

In relation to the points raised so far in this essay one can attempt to
broaden the perspective towards sketching a historical conceptual-
ization of the period, thus shifting the explanation away from ‘gentle-
manly’ impulses. The key problems which have to be addressed are
what characterized Britain’s external and imperial economic relation-
ships and distinguished them from other cases, what defined comple-
mentarities between Britain and other regions of the world, within and
outside the empire, and what were the shifts that occurred in these
complementarities. As a further step it could be explored where and
how centres of power protected, retained or even gained manoeuvrability,
or carved out niches of political control as an alternative to, or in support
of structural power. This might be one conceivable perspective of
integrating different regional research initiatives and, if cautiously
employed, also different explanatory approaches. The historical
experience of Britain and the empire after 1945 prompts a number of
tentative observations in these areas.

In the early postwar years, Britain’s relative structural power (to
continue adapting Susan Strange’s conceptual framework) vis-à-vis
the United States was limited. This was one reason for the antago-
nism over Britain’s endorsement of liberal multilateralism. The pecu-
liar setting of the needs of reconstruction and British welfare
objectives, the prominence of commodities in international trade,
and specific conditions in the colonies in terms of resources, social
relations of production and political structures, conferred an indis-
pensable role in terms of direct political control to the empire and
colonial states in the discriminatory management of the sterling
area.37 Britain’s state-led discriminatory management was facilitated
by various political constellations, namely US concurrence with dis-
criminatory policies in order to keep the international economy
afloat, given the imbalances between the dollar and sterling areas in

94 Gentlemanly Capitalism, Imperialism and Global History



the international economy. At the same time, the ‘old’ independent
Commonwealth was still an important outlet for British investment.
In the late 1950s, however, one observes a trend towards economic
redeployment in investment and trade in an increasingly competitive
liberal international economy, the more stringent prioritization of
British policy along these lines, and perhaps a radical shift away from
a long-standing nationally organized management of external eco-
nomic relations prevalent since the mid-nineteenth century.38 As is
well known, the period was specific from the international relations
perspective, given the gradual move towards freer trade and capital
flows and a shift away from commodity trade towards inter-industrial
trade. Alongside these changes, regional shifts occurred between the
war period and the early 1960s, first in the priorities of Britain’s
discriminatory sterling relations from the independent towards the
dependent sterling area and from India to Africa and Southeast Asia,
and subsequently, in the liberalizing international economy, within
the sterling area towards the Middle East, and outside it, towards
Europe and North America.

One could employ complementarity39 in a systemic conception of
international relations as a simple analytical tool to sketch out how
regional economic settings interconnected or conflicted with each
other. Complementary relationships were inherently unstable and diffi-
cult to influence by policymakers. For reasons related to the specific
conditions of the period, the hitherto rather marginal colonial empire
in Africa and Asia (except India) was for a brief period complementary
within, and one essential pillar of a discriminatory trade-cum-financial
triangle in support of Britain’s balance of payments. Meanwhile, the
‘old’ Commonwealth merely remained a supplementary realm for
Britain, while complementary relationships with Britain decreased in
importance. Australia boosted its industrialization not least due to the
benefits it derived from the sterling area’s dollar pooling, eventually
focusing on a closer association with US and East Asian markets. In
other areas, peripheral development objectives meant a move towards
protectionism. Both ultimately led to important changes in trade flows
away from traditional sterling area patterns, and these changes and
perceived trends also prompted new policy approaches in the late
1950s, for example with regard to aid arrangements and the access to
loans.40

Complementarity had an important political dimension related
to structural and formal control. As pointed out, political control
mattered in the state-planned discriminatory sterling management
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allowing colonial import and export policies to be shaped to meet the
contingencies of the British balance of payments, thereby supporting
Britain’s recovery – even if the feasibility of control was as often as not
a matter of coincidence rather than design. In the international
context, political control in the colonies was primarily a counterpoise
against the undermining of the sterling system by the United States,
but intended to lend support to Britain’s external economic relations
elsewhere too. For example, with regard to Anglo-Japanese relations in
the early 1950s, economic planning in British colonies was tuned to
the level of Japanese sterling balances, cutting colonial textile imports
from Japan when necessary, or increasing them and negotiating their
availability for sterling.41 Nonetheless, not only could formal control
not be maintained in the long run, it was also hardly worth maintain-
ing, given shifts in complementarity. Under liberal multilateralism
formal control mattered less and structural power proved to be the
determining factor in international relations, which, one could argue,
also triggered a transformation in Britain’s political relationships with
the empire.

Further insight might be gained by broadening the view towards
a comparison with other European empires. Polities are indeed pecu-
liar, as the British case shows, but the underlying question here is the
role of the impact on imperial relations and policies of the social order
at the expense of that of the state and international structural context
in a specific historical period. In some cases, there were important
similarities between colonial empires in terms of the relationships
between the centre and periphery and in policy designs. Balance of
payments constraints existed in other empires too, and the British
example of running a currency area prompted some imitation else-
where, as it had done in the 1930s. For example, the Portuguese
escudo zone, in a way similar to the dependent sterling area, was
designed to support the centre’s balance of payments.42 As for the
franc zone, motivations are less clear and the actual policies were
rather different from the British. One is inclined to attribute the zone’s
establishment to the privileged access of particular business elites to
the state during a modernization drive, which however was typical for
the period between the mid-1950s and 1960s.43 Yet, other imperial
powers had rather less to rely on than Britain in terms of commodities
and also different priorities; after all, none had to manage a currency
of international exchange. Differences between empires may well
also have been due to the fact that Britain was better able to resort to
a discriminatory management in the sterling area and operated under
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different constraints, given its structural position in the world
economy, rather than being exclusively attributable to any specific
political, social or institutional legacies.

Conclusion

The principal strength of Cain and Hopkins’s study lies in illuminating
possible connections between British civil society, the state and a global
system of external relations during a formative period of the nineteenth
century. The authors are right in pointing out institutional and ideo-
logical legacies of the policy discourse related to a specific socioeco-
nomic elite in Britain. But projected into the future the explanatory
power of ‘gentlemanly imperialism’ is limited. While the financial
theme is imperative in understanding Britain’s imperial relationships
during the period, it is not a simple reflection of ‘gentlemanly capital-
ism’. Whether one interprets the historical construction in terms of
structure or the individual social affiliation and motivation of policy-
makers (and both is possible in different sections of the book), if applied
to a long historical period it becomes too malleable a concept to be
meaningful in explaining relationships beyond the period for which it
was originally conceived. A conceptualization of British imperial
relations after 1945 needs to draw to a greater extent than British
Imperialism on the specificity of the historical context. An analysis
propelled by an argument about a historical legacy is not fully persua-
sive, notably because it is offered at the expense of an analysis of the
influences of the imperial and international economic system, British
state and instititutions, and regional complementarities or antagonisms
in the specific historical period. In all these complex and intercon-
nected areas important changes need to be discussed in more detail, not
only the social legacies emphasized.
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Part II

Gentlemanly Capitalism and
Informal Empire in East Asia



6
Gentlemanly and
Not-so-Gentlemanly
Imperialism in China before
the First World War
Niels P. Petersson

Considered in the setting of global – or simply international – history,
British gentlemanly imperialism was only one among many, not always
‘gentlemanly’ forms of imperialism.1 Taking as an example informal
imperialism in China before the First World War, this chapter will focus
on the interaction of various ‘imperialisms’, aligned at times nationally,
at other times sectorally, and on the concepts that underlie these vari-
ous forms of imperial expansion.2 Gentlemanly capitalism could have a
perceptible and distinctive effect at the ‘point of imperial impact’ only
if specific factors in the international and peripheral environment were
aligned in a certain way. The circumstances under which gentlemanly
capitalism could ‘filter through’ to overseas territories that were not
under British rule were very specific and, as will be seen, short-lived.3

China before 1905: gentlemanly imperialism on 
the defensive

The agenda of British gentlemanly imperialism in China as described by
Cain and Hopkins was to uphold China’s territorial integrity and finan-
cial stability. Gentlemanly imperialism was thus bound up with a frame-
work of informal European predominance. That framework seemed
threatened when power politics and expansionism came to East Asia
around 1895 and Russia, France and, fitfully, Germany, pursued policies
implying dismemberment, ‘pacific penetration’, and the creation of
spheres of influence.4 China’s weakness and reluctance to embrace
reform combined with increasing rivalry amongst the powers created an
atmosphere in which British policy came to appear less gentlemanly
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and more imperialist – despite the very specific interests and motives
behind British policy, it was, in method and aim, hardly distinguishable
from what other powers did, however different their interests and
motives may have been.

The tendencies of these years crystallized in the 1898 ‘scramble for
concessions’ (started by Germany’s decision to occupy Jiaozhou Bay), in
the course of which all the powers acquired railway concessions and
naval bases in China. The ‘scramble’ shows gentlemanly imperialism on
the defensive, though rather aggressively: Britain acquired several large
railway concessions. These were geographically dispersed so as to
prevent the partition of China or the creation of exclusive, commer-
cially closed ‘spheres of influence’. But in the heat of battle, this objective
was often subordinated to the more immediate one of making a good
showing in a game of imperialist rivalry – a situation with a dynamics
of its own where structural causation may fail to provide an adequate
explanation of the course of events.5 The crucial initiative in defence of
the ‘open door’ was, interestingly, taken by the United States, not by
Britain.

During the scramble, Britain was successful, but in ways not necessarily
compatible with the interests of gentlemanly capitalists. Britain’s railway
concessions had been conceived as private enterprises; China having
granted the concessions, the terms for financing, constructing and
operating the lines remained to be agreed upon between the Chinese and
private investors. But the gentlemanly capitalists of the City were not
interested – however desirable railways might be from the point of view
of trade, they certainly were not seen as good investment.6 British policy
in China remained on the defensive, and even supported Chinese
economic nationalism which appeared as a welcome check on the ambi-
tions of rivals like France with her policy of pénétration pacifique. Sir Ernest
Satow, British minister in Beijing (1900–06), wrote: ‘We have heard a good
deal of la conquête paisible de la Chine par le chemin de fer and that is
what I am trying to oppose . . . it is necessary for us to be vigilant on behalf
of China.’ More positively, British diplomats encouraged British railway
firms to co-operate, first with each other, and then increasingly with
French financiers who showed primarily a financial, not industrial or
political, interest in Chinese railways (and therefore could not count on
much political support in Paris). In 1905, the Anglo-French railway
entente was concluded, supplementing existing co-operation agreements
between British and German firms.7

On the whole, however, the years around the turn of the century
were marked by an aggressive and competitive expansionism which
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made it difficult to actually exploit the opportunities perceived by
gentlemanly capitalists when China’s need for foreign capital first
became acute in the aftermath of her 1895 defeat. As long as the ‘open
door’ seemed constantly under threat, loans and railway concessions
were bound up with rival imperial strategies and their attractiveness
from a business point of view remained limited – political influence
had to be bought at the price of lower interest rates and/or greater
insecurity.

The Boxer Uprising of 1900 and the Russo-Japanese War of 1904–05
considerably modified the international situation as well as con-
ditions within China and thus opened up new possibilities for gentle-
manly imperialism. The Boxer intervention can be regarded as the
culmination of China’s weakness and European interventionism. But
instead of toppling the seemingly fragile system of informal European
predominance, it served to strengthen it by showing clearly that
additional territory or privilege acquired in China would not be easy
to digest. Paul Claudel, the French writer and at that time a consular
officer in China, said that the most important lesson of the Boxer
events was to make everyone understand the ‘double impuissance’ of
both Europe vis-à-vis China and China vis-à-vis Europe.8 Russia and
Japan, the only powers to pursue openly expansionist policies after
the Boxer Rebellion, eventually clashed and exhausted themselves in
war. Russian and Japanese expansionism thus was temporarily
stopped. As for the other powers, both Germany and France felt their
strategic positions in East Asia were weakened and exposed to
Japanese threats. The Boxer Rebellion had already taken the
expansionist edge out of French and German policy; now, both
powers felt that, strategically, they were on the defensive.9 Thus, at a
stroke, several major threats to British interests in China, and to
gentlemanly capitalism, had been removed. Once again, it seemed
possible to think in terms of an imperialism of free trade and dev-
elopment: ‘The focus of competition for advantages in China between
the powers now shifted from division to development, and the
advance was led by bankers instead of gunboats.’10

The Russo-Japanese war also had an important effect upon China –
an effect that has been described as a patriotic awakening, and one that
was clearly perceived by all the foreigners present in China at that
time. A new generation of politically mobilized Chinese were now
convinced that an Asian nation could beat a great European power, and
that modernization and constitutional government were the road to
success.
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The golden age of gentlemanly imperialism in China:
changing perspectives and changing realities

The years 1905–11 thus became something like the golden age of
gentlemanly imperialism in China. A British-inspired programme of
foreign-financed infrastructure development (more precisely, railway
construction)11 was the central socioeconomic, political and diplomatic
issue during these years. Why was gentlemanly capitalism apparently so
successful in imposing its agenda in these years? I think the answer lies
in a conjunction of forces and developments at the international and
peripheral levels.

To some extent a new departure . . .

Late in 1905, the Foreign Office under the new Foreign Minister, Sir
Edward Grey, embarked upon a comprehensive review of British
interests and strategies in China. Until now, Whitehall had, in
economic matters, simply supported the demands of the mercantile
community, provided they did not collide with political interests.12

Now, Grey and his collaborators consciously strove to turn into
reality a gentlemanly imperialist vision of development, combining
considerations of ‘high politics’ with a programme of economic
development and modernization. As a result, Britain’s China policy
became something like the conscious pursuit of a gentlemanly
capitalist agenda. Railways remained a central part of British policy,
but there was no longer any need to use them to counter other
powers’ expansionism; instead, they were conceived of in terms of
economic development and political stabilization. The Foreign Office
was prepared to support China’s efforts to take the development of
her railways into her own hands:

His Majesty’s Government will . . . encourage and welcome [China’s]
efforts to develop the resources of the country under her own
auspices, and on terms which will give her the help of foreign capital
and experience when required, without being derogatory to her
sovereignty or her independence.13

Basically, Grey proposed to offer concessions in practical matters while
upholding the imperialist framework built around the ‘unequal
treaties’.14 In that sense, Grey was perfectly right in describing his new
policy as ‘to some extent a new departure’.15
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British gentlemanly imperialism

British gentlemanly imperialism in China was distinguished from
other forms of expansionism by its comparative breadth of view and
perspective. For British diplomats, foreign-financed railway construc-
tion was not just a profitable investment or an opportunity to sell the
products of heavy industry, it was a development tool – the vehicle of
Progress, with a capital ‘P’. In the first place, railways would induce
economic modernization, facilitating trade and enabling the interior
provinces to exploit their mineral resources and to bring to market
their agricultural produce. The Chinese would earn more and spend at
least part of that on imported European goods and appliances. British
diplomats and merchants worked on the assumption that ‘every mile
of railway adds to the trade of China and to the general good’ (the two
obviously being more or less synonymous, and equally indispensable
for the progress of civilization). They subscribed to the ideology of
gentlemanly capitalism as described by Cain and Hopkins – opening
up to the world market and setting free market forces is seen as both
the means to and the ends of a modernization effort described in terms
of the progress of civilization.16

British diplomats did not entrust Progress to the intervention of an
invisible hand. Railway construction for them was not only to facilitate
economic development, but also to create the political conditions under
which such a development would be possible. To quote from an FO
memorandum written in 1908:

the tendency of railways must be to make the dismemberment of
China more difficult . . . the power of the Central Government would
be much increased, and the country would be more closely knit
together and better capable of withstanding foreign aggression and
dealing with internal disturbances.17

Foreign-financed railway construction thus was expected to start a
virtuous circle of economic growth and political stability.

The British were convinced that railways in China, even if formally
‘under the control of the Chinese Government’ could not be built and
operated efficiently – and thus would not be the development tool they
were designed to be – without strong European participation: ‘the
Chinese are by themselves incapable of successfully building and work-
ing a considerable railway owing to the immense amount of dishonest
profits that would be made during the process.’18 That explains why the
Foreign Office was reluctant to follow up the idea of a ‘new departure’
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with specific proposals to give the Chinese more of a say in the railways
they were supposed to build and to pay for.19 British diplomats
supported the principle of ‘foreign control of foreign capital’ which
they saw as indispensable for the success of their liberal development
programme and for the maintenance of Chinese financial stability.
Furthermore, the Foreign Office wished railway bonds to be attractive
to private investors so that China would not depend on politically
motivated lenders. It was this reasoning more than a desire to cater to
the interests of the HSBC, the ‘chosen instrument’ of British financial
diplomacy in China, that explains the British attitude in railway
negotiations. While British diplomats took care of what they saw as the
political part of the question, they felt that, as to the rest, ‘the financiers
may be trusted to know their own interests best’.20 However, a detailed
examination of the close co-operation of British diplomats and HSBC
bankers in railway negotiations certainly confirms that British officials
and ‘gentlemanly capitalists’ shared a common outlook and closely
co-operated even on the day-to-day evolution of policymaking.

British railway policy in China fused motives and interests from
finance, trade and diplomacy into ‘a grand development strategy
designed by Britain to reshape the world in its own image’:21 China
would become strong enough to withstand the pressure of Britain’s
rivals bent on acquiring territory and commercial privilege; the
Beijing government would gain the strength needed to keep in check
internal forces opposed to any sort of co-operation with ‘imperialism’;
China’s economy and thus her demand for foreign goods would
grow; and multinational railway finance would give other powers a
stake in China’s development under the auspices of gentlemanly
capitalism. Finally, British presence and policy in China would be
given special legitimacy by the pursuit of this programme – by
promoting railway construction, Britain rose above selfish interests
and was doing a service to Civilisation: ‘All these railways will make a
marvellous difference in China and one feels that one is doing real
good in putting them through.’22 With ‘the awakening spirit amongst
the Chinese’ making it increasingly ‘unlikely that railways [would]
in the future be utilized as instruments of conquest by any Power’,
Sir John Jordan, British minister in Beijing (1906–20), and the
officials in London felt confident that they could concentrate on
development instead of rivalry and seek the co-operation of other
powers and of the Chinese government to put into practice the policy
of the ‘new departure’, as it made ‘little difference who constructs the
railways so long as they are built’.23
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Co-operative financial imperialism

The success or failure of British gentlemanly imperialism in China
now depended on good relations with the other powers, and on the co-
operation of China. Let’s turn to the powers first, taking as examples
those whose bankers and diplomats were the first to align themselves
with Britain, viz., France and Germany. How did these two come to join
forces with gentlemanly imperialism?

The French government was late in adapting its China policy to a
changing situation. In 1905–06, French consular officers had been just
as aware of change in China as their British and German colleagues, but
apparently their reports did not inspire any new reflections at the
diplomatic and policymaking level. Of course, France was not involved
in the unresolved financial and commercial issues that forced the other
powers to keep their approach up to date, and policymakers had to con-
centrate their attention on France’s highly precarious international
position. Thus Jordan expressed a common judgement when he wrote
that French policy was ‘behind the times and . . . blind to the changes
that are going on in China’.24 This changed in 1907–08. Diplomatically,
the Quai d’Orsay sought to promote accommodation between French
interests and those of Britain, Japan and Russia (the ‘Far Eastern
Agreements’ of 1907). In addition, various initiatives that until now had
marked French policy in the eyes of foreign observers as one of ‘spheres
of influence’ (despite the formal rejection of that principle by Delcassé
as far back as 1899) were abandoned. To name a few, France cut her
informal ties to Sun Yat-sen’s revolutionaries and concentrated on estab-
lishing good relations with the Beijing Government;25 cut back the
funding of schools, post offices and shipping lines designed to prop
up her influence in Southern China,26 and – amid acrimonious
self-critique – abandoned an ill-fated attempt to take over the manage-
ment of China’s maritime arsenal in Fuzhou.27

Finally, Paris renounced the use of railway policy to generate export
opportunities for French heavy industry and employment for the gradu-
ates of French schools in China. There was, indeed, no other choice
after the failed attempt to prevent the repurchase of the Franco-Belgian
Beijing–Hankou railway by China. The Government in Paris had hoped
to retain some measure of control over the line and especially over the
purchase of railway material, either by renewing the concession or by
attaching stringent conditions to a loan that China would need to
repurchase the line. But, in the end, a group with purely financial inter-
ests formed by the French Banque de l’Indochine and Britain’s HSBC
lent China the necessary money, without attaching any conditions as to
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the employment of staff or the purchase of matériel from specific
European countries. China gained full control of the line, its manage-
ments, and its profits.28 Paris lost the railway, but gained an insight into
Chinese intentions and into the effects of competition among European
industrial and financial interests.

The Quai d’Orsay adapted its policy to the spirit of the times by
focusing on development. The practical problem to solve now was,
‘dans quelles conditions on arriverait à favoriser l’essor d’un grand
mouvement à la fois industriel et commercial, développant réellement
les ressources latentes, au profit de ceux qui se consacreront à une
pareille tâche’. Much against her will, France had had to abandon
hopes of gaining cultural influence and protected industrial markets
through railway construction in China; her new policy in China now
would be a financial imperialism based on the strength of the Paris
capital market, international détente and co-operation, and China’s
insatiable need for loans: ‘c’est en somme l’argent qui serait la
marchandise la plus demandée [en Chine], celle que l’on pourrait
importer avec le plus de profit.’29

The French became possible partners for British gentlemanly imperial-
ism after being forced by developments within China, by a changing
international situation and by the internal contradictions of the policies
hitherto pursued to reject policies incompatible with British aims.
French bankers, diplomats, and policymakers did not, however, share
the world view and structural base of gentlemanly imperialism. French
policy was not a development strategy; it tried to provide small investors
with safe investment opportunities under European control. Financial
imperialism was, for the French, chiefly a way of using the joint pressure
of the powers to improve the conditions for capital exports to China.

German policy was again very different. Like the British, the Germans
clearly perceived China’s new economic nationalism and the impos-
sibility of imposing their demands by force, and, again like the British,
they felt that flexibility and a conciliatory attitude were called for.
Minister Alfons von Mumm recommended that Germany withdraw
from power politics in East Asia and concentrate on economic
interests.30 This implied, on the one hand, developing the trust and
sympathy he felt were needed to promote German commercial
interests, and, on the other hand, creating European solidarity to keep
in check Chinese economic nationalism.31 German policy more or less
followed these recommendations.32

Thus, Germany succeeded in shaking off the image of the ‘most hated
power in China’ that she had acquired by seizing Jiaozhou and starting
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off the ‘scramble’. German industry, being competitive and well served
by agents on the ground and active merchants, demanded only to be
spared political complications.33 The role of diplomacy under these
circumstances was chiefly to remind the Chinese periodically of the fact
that Germany did not seek to intervene in transactions between German
industry and her Chinese customers, be they private or official.34

China’s decision to adopt a Krupp canon as her army’s standard equip-
ment was facilitated not by German diplomatic lobbying, but by the
ostentatious abstention of German diplomats from joining their
colleagues in adverse comment on political and administrative devel-
opments in China.35 Schools and cultural initiatives were to play a sup-
porting role in this export-centred policy relying on advertising rather
than power politics.36

The most important effects of Berlin’s new policy were felt in loan
matters. Being prepared to offer railway loans with only minimal
requirements as to the employment and powers of European executive
personnel, the Deutsch-Asiatische Bank managed to establish itself
among the leading European banks in China and decisively under-
mined the principle of ‘foreign control for foreign capital’ defended by
the other banks. For that, minister Count Rex felt entitled to the ‘sincere
thankfulness of all politically aware Chinese’. Jordan angrily noted that
his German colleague sometimes acted ‘almost more Chinese than the
Chinese themselves’. One can, however, be sure that he did so rather
reluctantly and for purely tactical reasons.37

Concentrating on purely economic aims38 implied, for German diplo-
macy, a readiness to meet China’s wishes, an unfaltering opportunism,
and the search for short-term economic advantage over Germany’s rivals
and partners. It also implied a complete – and sometimes conscious –
neglect of long-term perspectives. Rex, for example, demanded to ‘create
interests’ in China in times of disorder and insecurity, in a typical way
regarding ‘interests’ as justifications for claims to influence, and not
influence as a means to promote interests.39 German financiers of course
were more cautious than Count Rex – after all, it was their money that
diplomats wanted to convert not into profit, but into political influence,
which paid no dividend. Thus, there was no common ideology shared by
financiers and officials in Germany as there was in Britain. However,
even German financiers did not develop the long-term considerations
that are so prominent in British bankers’ concern for the creditworthi-
ness and financial stability of China.40 There was virtually no reflection
in Germany on the conditions for development in China or on the role
European capital could be assigned in that process.
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While the French sacrificed the interests of industrial exporters to
those of financial imperialism, the Germans pursued a strategy based on
the industrial exporter’s characteristic short-term orientation. The long-
term issues of interest to financiers and investors who would tie up their
money for decades hardly received any attention. Having given up
power politics – in response to strategic considerations, but also to
public opinion which judged Jiaozhou a failure – and seeking export
markets, the Germans were potential partners for gentlemanly imperi-
alism. But, like the French, they did not share the basic assumptions of
gentlemanly capitalism, and their policy was motivated by different
considerations and supported by different forces.

With the abatement of great power rivalry, in the words of René
Girault, ‘le partage des affaires’ became a more attractive prospect than
‘le partage du monde’, and modernization and development came to
play a central role in European imperialism in East Asia. The industrial
exports of Germany and capital exports of France depended on rapid
infrastructure modernization in China. The British knew that economic
growth and political stability in independent Asian states diminished
strategic threats and allowed the integration of Asia into an order of
international political and economic relations with London as the
global financial centre. French adaptation to the spirit of the times,
German weakness and opportunism, China’s ‘awakening’, and Russia’s
and Japan’s paralysis resulted in ‘co-operative financial imperialism’
(the term is Jürgen Osterhammel’s), the international framework within
which Britain could pursue the development programme of gentle-
manly imperialism.41

The periphery: railway imperialism

Foreign-financed railway construction42 became the most important
aspect of China’s economic modernization in the early twentieth
century, whether viewed from the perspective of European diplomacy
and finance or from that of Chinese domestic politics and political
economy. In China, the central government, local elites and intellectuals
saw railway construction as a tool of economic growth and national
regeneration, though these groups sharply differed on who should
build, finance and control China’s railways. The powers meanwhile
wished to develop the concessions acquired in 1898 and to start further
railway projects. In 1899–1911, China raised £30.7m worth of foreign
loans, 90 per cent of which was for railway construction. Nearly all of
China’s railways in operation before 1949 were built in these years.43

During the years 1906–09, multilateral agreements involving China,
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Britain, France, Germany, and, later, also the USA were concluded for
the European-financed construction of five major Chinese railway lines.
The chief issue in the negotiations preceding these agreements was
described by one of the protagonists, Charles Addis of Britain’s
Hongkong Bank (HSBC), as that of reconciling ‘the conflicting claims of
China for the Chinese and foreign control for foreign capital’.44

Competition between different European financial, political and indus-
trial interests set free by the retreat of power politics forced European
diplomats and bankers to compromise on several important points,
including the control lenders could exercise over construction, ope-
ration, and, most importantly, purchase of matériel. By renouncing
some of the privileges extracted by force during the ‘scramble’, the
Europeans transformed their concessions into real and potentially prof-
itable businesses, while China obtained foreign capital on terms accept-
able even to some of her more patriotic statesmen. Jordan described the
process as follows: ‘Chinese aspirations for more liberal treatment could
no longer be disregarded . . .Chinese public opinion . . . rendered neces-
sary a choice between two alternatives, namely, further concessions on
our part or indefinite delay of railway expansion . . . the first of these
alternatives was adopted.’45

From the beginning, the gentlemanly imperialist vision of develop-
ment had implied some readiness to compromise with peripheral
interests, though in practice intra-European competition and Chinese
resistance had been necessary to achieve it. Anyway, the curious mixture
of imperialism, world market integration, and modernization which
made up the development programme of gentlemanly imperialism in
practice meant that market forces and financial considerations at least in
day-to-day matters gradually took precedence over imperialist privilege
guaranteed by treaty. While the imperialist framework of course
remained in place, it could in practice no longer be used to exact tangible
privileges.

Once European bankers and diplomats had defined their interests
in a way compatible with gentlemanly imperialism and international
co-operation had developed, ‘peripheral’ factors were of primary
importance for the success of gentlemanly imperialism. The peripheral
partners for co-operative financial imperialism in China were to be
found in the central government in Beijing which needed railways to
strengthen its position vis-à-vis provincial governments, to raise
revenue and to promote economic development. China’s authoritarian,
centralist modernizers and the powers practising co-operative financial
imperialism were natural allies.46 But could the programme of foreign-
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financed railway construction be made acceptable to provincial elites
and the general public who adhered to the doctrine of ‘civilized anti-
foreignism’ and wanted to keep strategic assets such as industry and
railways out of foreign reach?47 The fate of the Huguang railway loan
agreement may serve to illustrate the influence of such peripheral
factors. This loan was sought by Chinese statesmen on their own initia-
tive and on their own terms, in order to finance the construction of the
important line Guangzhou–Hankou–Chengdu. It represented ‘the
crystallization of a new policy toward China’.48 It also brought into
being a banking consortium uniting all the relevant banks and
supported by the major powers. Its terms granted China unprecedented
freedom from control over the funds she borrowed. Its fate shows the
limits of the gentlemanly imperialist development programme.49

With the Huguang loan, the Europeans hoped, China was binding
herself to those powers who were interested in her economic development
instead of hindering her progress through territorial ambitions, as the
German chargé Count Luxburg put it.50 In order to implement the railway
policy agreed upon with the powers, the Beijing government in May 1911
seized control over all major railway lines hitherto controlled by provincial
interests and private investors. This was, for Jordan, ‘beyond doubt the
boldest and most statesmanlike pronouncement that the Chinese
Government has made on any question of policy in recent years’.51 It was
also, as Jordan and at least some Chinese ministers knew, highly risky.52 In
the end, provincial opposition forces found in the central government’s
railway policy the long-awaited issue necessary to fuse all kinds of griev-
ances into a revolutionary movement, so that a localized army uprising
could turn into a revolution toppling the Qing dynasty. Foreign-financed
railway construction, far from securing Beijing’s authority and spurring on
economic development, led to the downfall of that government and to a
period of instability which was as harmful to China’s international posi-
tion as to her economic prospects.

This also meant the end of the ‘golden age’ of gentlemanly imperialism.
The conditions on which co-operative financial imperialism had
depended now gradually eroded. While negotiating about a £25m
‘reorganization loan’, the powers were still nominally bound to co-
operate and to seek a solution which would achieve both the long-term
financial stabilization of China and the protection of the lenders’ inter-
ests. Britain was especially active in pursuing this policy which aimed at
preserving the gentlemanly-imperialist framework and reintegrating the
new regime into it as smoothly as possible. But the desperate need of
Chinese administrations at all levels for money created tempting
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opportunities for concession-hunting and for the acquisition of exclusive
privilege, in the face of which co-operation among the powers was not
easily preserved. The Quai d’Orsay, for example, secretly supported the
shady Banque Industrielle de Chine which sought to obtain industrial
concessions in China by offering loans on (financially) easy terms and
thus broke the ranks of the consortium enjoying the official support of
the powers, including France. The German foreign ministry meanwhile
turned a blind eye to the activity of commercial firms like Carlowitz & Co.
who gave local Chinese administrations large ‘advances’, supposedly to
finance future purchases of machinery. While France and Germany thus
undermined stabilization efforts by an opportunistic search for short-term
industrial or financial success, the Foreign Office’s struggle to preserve the
existing system by giving exclusive support to the HSBC and firmly
discouraging rival financial institutions from providing China with
alternative sources of money came under increasing domestic criticism:
the HSBC was denounced as being under the influence of German
interests, and industrialists and financiers alike complained about being
barred from competing for business in China. As to China, she now
clearly lacked the minimum of strength and stability necessary for inte-
gration into the framework of co-operative financial imperialism.53

Thus, nationalism and protectionism became increasingly prominent
not only in China but in Europe as well. The result was a revival of
policies pursued before 1900 – policies that were generated by ‘ungentle-
manly’ forces such as greedy merchants, disreputable financiers and
protectionist industrialists; that were directed towards ‘ungentlemanly’
aims incompatible with political stability, sound finance, and the ‘open
door’; and conducted in an ‘ungentlemanly’ manner, involving bribes,
diplomatic pressure, reckless lending, short-termism. The ‘golden age’ of
gentlemanly imperialism came to an end, and, by early 1914, things had
partially reverted to where they had been in the last years of the
nineteenth century: British gentlemanly capitalism now was but one
force among others and could no longer set the overall course for
European imperialism, while, at the same time, facing the disintegration
of a regime in China which had been both able and willing to co-operate
with gentlemanly capitalism. This suggests that gentlemanly imperialism
demanded too much from China: based as it was on long-term consider-
ations, it had much stronger domestic policy implications for the society
subjected to it than had other forms of Western domination. No wonder
then that gentlemanly imperialism relied on an authoritarian govern-
ment and on the stifling of forces demanding greater democracy and
government accountability.54 The gentlemanly-imperialist development
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programme failed because the market-based relationships proposed to
substitute for more openly imperialist ones were just as unpopular in
China as imperialism itself and because most powers were only tem-
porarily prepared to co-operate with a policy they clearly saw as merely
a second-best solution.55

Conclusion

British gentlemanly imperialism had to operate within a three-level
structure. 1) Metropolitan. European governments, banks and companies
pursued their own strategies resulting from the alignment of various
domestic forces with their own specific agendas and outlook. 2)
International. At the international level, these forces competed and
sometimes co-operated with forces emanating from other countries;
their alignment opened up possibilities for expansion or set limits to it.
3) Peripheral. Social, political, economic and cultural forces on the
periphery favoured or hindered certain forms of imperial expansion.

The interplay of forces at these three levels only rarely allowed for
strategies defined in one place to filter through unaltered, or for
metropolitan forces like gentlemanly capitalism to have a clearly
distinguishable influence on global history. Only during the years
1905–11 did gentlemanly imperialism manage to give direction to the
forces at the international level and seem to find partners on the
periphery. Just as Britain had been forced to behave more imperialistic-
ally and in a less gentlemanly manner during the ‘scramble’ and after
1911, France and Germany were, in these years, more or less left with
co-operative financial imperialism as the only possible policy under
prevailing circumstances. In order to get a clear picture of the forces
interacting in the shaping of ‘global history’, we need an international
or transnational history of empire. Cain and Hopkins have recently
suggested a perspective which might be useful in this respect: they
proposed to distinguish ‘structural power’ (establishing processes, building
structures and disseminating values) from ‘relational power’ (direct
influence on specific decision-making processes).56 Asking which forces
shape structures and procedures and how strong structures and proced-
ures are as opposed to relations may help us internationalize the history
of imperialism.

British policy within the framework of co-operative financial imperi-
alism was distinguished from that of other powers by the conscious
pursuit of ‘structural power’.57 Gentlemanly imperialism implied an
ideology that defined and at the same time legitimized a European role
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in Asia. European and Asian interests, modernization, the market, and
imperialism were described as sensibly related to each other and as
parts of a coherent whole. Such an outlook – however eurocentric or
hypocritical it may appear today – was at least capable of guiding
action and adaptation in a way that cruder expansionist ideologies
were not. It supported a policy directed, in a very modern way, at secur-
ing ‘global leadership on the cheap’ by holding out the promise of
prosperity through free markets.58 Increasingly, such a policy had to be
pursued in the face of a – likewise very ‘modern’ – resistance against a
world order dominated by the market and by Western ideas and values.
Here, the notion of ‘structural power’ helps us to see that this resis-
tance was not only, as has frequently been asserted, the beginning of a
global ‘revolt against the West’,59 but also the expression of forces
within the West opposed to free trade, finance, liberalism, internation-
alism, and the rules and procedures required to uphold them. In this
respect, the extent to which the influence of gentlemanly capitalist
interests on British policy and their overall success depended upon
forces from outside Europe like the United States deserves further
study. At any rate, the forces responsible for the failure of European co-
operative financial imperialism in China are, to a significant extent,
the same that, on the level of global history, brought about the collapse
of the pre-1914 European world order – nationalism, protectionism, a
general dissatisfaction with a liberal world order, and a widespread
readiness to seek to exploit, rather than reform, this order’s con-
tradictions.
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7
British Imperialism and
Decolonization: a Chinese
Perspective
Shunhong Zhang

Historians of different opinions have showed great interest in P.J. Cain and
A.G. Hopkins’s two volumes, British Imperialism: Innovation and Expansion
1688–1914, and British Imperialism: Crisis and Deconstruction 1914–1990,
since their publication in 1993. Many reviews with comments for and
against Cain and Hopkins’s concept of gentlemanly capitalism and inter-
pretation of British imperialism have appeared. The most comprehensive
response so far has been the collective work entitled Gentlemanly Capitalism
and British Imperialism, which includes eight essays and a general introduc-
tion by the editor commenting on Cain and Hopkins’s arguments. This
study work also includes an afterword by Cain and Hopkins themselves.1 It
seems that ‘gentlemanly capitalism’ is becoming a viable concept in the
historical debate on British imperialism, despite the ambiguity surrounding
its connotation. Cain and Hopkins’s books, however, have not yet attracted
much attention from historians in China: as far as I know, no review has
appeared in a Chinese-language publication. In this chapter, I shall
comment on Cain and Hopkins’s British Imperialism and elaborate some of
my own ideas on British imperialism and decolonization.

The merits of the Cain–Hopkins thesis

The two volumes, which are now available in a new, consolidated
edition, are an extension of the authors’ previous articles, and present
the theory of ‘gentlemanly capitalism’ in great detail. In reviewing Cain
and Hopkins’s study, D.K. Fieldhouse offered the following concise
summary: 
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The main argument of the two earlier articles and these two books
can therefore, crudely, be summed up in two propositions. First, the
central fact of modern British economic development was less indus-
trialization than the emergence of a financial and services sector
which, unlike manufacturing, for long dominated the international
economy and continued, or at least tried, to do so even after Britain
had ceased to be a leading industrial power during the early twenti-
eth century. Second, this sector was controlled by a network of capi-
talists and those in the higher reaches of the public and services
sectors, all of whom inherited and exemplified a code of conduct
which had been established by the landed aristocracy and gentry.
These gentlemanly capitalists dominated public policy, including
international relations, because there was no division between busi-
ness GCs (Gentlemanly Capitalists) and those in government who
made policy decisions. Overseas imperialism expressed a consensual
world view of the governing class.2

This summary gives a general idea of the books. Here only a few
points need to be added. According to Cain and Hopkins, imperial
expansion was promoted or determined by metropolitan forces.
‘Gentlemanly capitalism’ was the most dominant force in Britain and
the most decisive factor in the policymaking of British imperial expan-
sion. The interests of the ‘gentlemanly capitalists’ were the priority of
governments in formulating British overseas policy. The interests of
manufacturers would be sacrificed if they were inconsistent with those
of the gentlemanly capitalists. Where a choice had to be made, ‘gentle-
manly interests invariably took precedence’.3 The making of British
overseas policies was mainly decided by the gentlemanly elite, not by
industrial capitalists, as historians have long argued. Industrial capital-
ism was never a dominant force in British policymaking. In the late
nineteenth and early twentieth centuries, when British manufacturing
industries underwent a decline, gentlemanly capitalism grew rapidly.
Given that gentlemanly capitalism dominated the policy of imperial
expansion, so the periodization of the rise and decline of the British
Empire needs to be reassessed in accordance with the growth and decay
of the strength of the gentlemanly capitalist order.

Cain and Hopkins undertook considerable work and their books
undoubtedly have merits. First of all, their work has opened a new way
of looking into the history of British imperialism. The theme of
gentlemanly capitalism is certainly a valuable contribution to the
study of the history of both Britain and the British Empire – at least in
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the sense that it has stimulated widespread discussion and further
research. It is especially inspiring in understanding the internal class
structure and power balance between different groups of capitalists in
Britain. It also illuminates the relations between the British govern-
ment and those social groups labelled ‘gentlemanly capitalists’. Cain
and Hopkins frequently stress that, in the making of overseas policies,
British governments considered first the interests of the gentlemanly
capitalists, quite often at the cost of industrial capitalism if the
interests of the two were inconsistent. They emphasize, too, that
policies designed to secure the benefits of gentlemanly capitalism
overseas promoted the competitiveness of foreign or colonial
manufacturing industries. This in turn placed pressure upon British
industrial capitalists. Such arguments, no matter to what extent they
are based on historical facts, have the effect of arousing a
reconsideration of the causes of Britain’s industrial decline.

The authors’ most valuable contribution to the academic develop-
ment of studies of British imperial history is surely their claim that
imperial policies were oriented towards the economic needs of gentle-
manly capitalism. This argument admits, indirectly or implicitly, that
self-interest was the primary motivation of overseas expansion. This in
turn points to bare historical realities which many historians have
tended to ignore. Such an analysis, it can be said, is fairly close to the
methodology of Marxist historical materialism, even if it is not, per se,
a Marxist approach, for Cain and Hopkins frequently criticize Marx’s
views on the Industrial Revolution. This outlook is indeed an advance
on the so-called ‘peripheral thesis’, which claims that the British Empire
resulted from instability on distant frontiers.

The weaknesses of the Cain–Hopkins thesis

First of all, as to the definition of imperialism, the statement of Cain
and Hopkins is unsatisfactory. They point out that the ‘distinguishing
feature of imperialism’ is that ‘it involves an incursion, or an attempted
incursion, into the sovereignty of another state’.4 There is, of course, a
rational element in this statement. But their analysis of the nature of
imperialism is far from adequate. Indeed, it can be seen that they do not
intend to give a full definition of imperialism or a complete analysis of
its nature. This is undoubtedly a great defect of their work. The authors
also show a tendency to preach the ‘civilizing mission’ of imperialism.
Reading their books, one can frequently come across phrases like ‘colo-
nial mission’, ‘imperial mission’ and ‘civilizing mission’. Furthermore,



by focusing their research mainly on ‘gentlemanly capitalism’, they
ignore other significant aspects of imperialism.

The crucial nature of imperialism is that one state oppresses, exploits
and enslaves another. Imperialism means war, political oppression and
economic exploitation. If we are to consider the nature of imperialism,
we need to look into all its major manifestations. Otherwise, it would
be difficult to see the whole picture. Cain and Hopkins have examined
little more than one aspect of the economic dimension of the problem.
The picture of imperialism they present to the reader is certainly partial.
The contradictions and conflicts caused by imperialism are rarely
referred to. In their view, British imperialism is much linked with world
development and the promotion of civilization and living standards.
They state that: ‘The empire was a superb arena for gentlemanly endeav-
our, the ultimate testing ground for the idea of responsible progress, for
the battle against evil, for the performance of duty, and for the achieve-
ment of honour.’5 This is far removed from the historical facts. Empire-
building went virtually hand in hand with numerous evils. Imperialism,
no matter whether it was British, American or any other, was not
‘gentlemanly’ or ‘gentle’ at all.

Cain and Hopkins’s explanations of the causes of imperialism are
equally inadequate and, in a sense, one-sided. It cannot be denied that
manufacturing industries were a substantial sector of the British economy
for a long time, at least in the nineteenth century. The needs of these
industries were important, and surely often the chief impulses behind
British imperial expansion. Colonies were not only places where British
manufacturers could obtain raw materials, but also places where they
could find markets for their products. It is an established fact that
colonies were regularly urged to produce raw materials for the needs of
Britain’s manufacturing industries.

British imperial expansion was pushed not merely by the interests of
so-called ‘gentlemanly capitalism’ which, as Cain and Hopkins have
described, was mainly the finance and services sector. These interests
certainly played an important role in the formation of British imperial
policies and in the expansion of the Empire, but so too did the interests
of manufacturers and other social groups. Cain and Hopkins’s views are
a bit too extreme, overemphasizing the influence of ‘gentlemanly cap-
italism’ and playing down the significance of industrial capitalism in
British imperial expansion.

Britain’s diplomatic and military efforts to open the door into China
were no doubt intended mainly to find markets for British products. For
instance, the Macartney embassy, the first British embassy to reach
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China, was sent to the Qing Court to promote British commercial inter-
ests. As the history of this peculiar mission – a dramatic event in the
history of Sino-Western relations – has been well researched both by
Western and Chinese historians,6 it is not necessary to discuss it here in
any detail. It will be sufficient to mention Macartney’s requests to the
Qing Court to reveal the main purpose of the mission. Before the
embassy left Beijing, Lord Macartney handed a note to the Court of
Qing that included six requests. They were: to allow the English mer-
chants to trade to Zhoushan (Chusan), Ningbo (Ningpo), and Tianjin
(Tientsin); to allow them to have a warehouse at Beijing for the sale of
their goods as the Russians had formerly; to allow them to use some
small, detached, unfortified islands near Zhoushan; to allow them a
similar privilege near Guangzhou (Canton); to abolish the transit duties
between Macao and Guangzhou, or at least to reduce them to the stand-
ard of 1782; to prohibit the exaction of any duties from the English
merchants over and above those settled by the Emperor’s diploma.7 All
these requests were concerned with British commercial interests. The
embassy also brought with it many samples of British industrial goods,
intending to arouse the interest of potential consumers.8 As it
happened, Macartney could not stay in Beijing as the Ambassador and
his mission failed to achieve its major goal.

Opium was smuggled into China largely because British manufac-
tured goods could not find a market there large enough to reduce
Britain’s trade deficit with China. Subsequently, Britain launched the
Opium Wars against China to open the market – chiefly for manufac-
tured goods. At the time of the Macartney embassy, the interests of the
financial and services sector were obviously not yet that important in
the making of Britain’s China policies.

Later on, when British financial interests did appear on the stage, the
interests of ‘gentlemanly capitalism’ and industrial capitalism were not
necessarily divided or in conflict with each other. For instance, British
loans to China in the last years of the nineteenth century enabled
Britain to take firmer control of China’s tariffs. Control of customs
duties helped Britain to monopolize China’s imports and exports. This
in turn enabled Britain to promote exports of British products to, and
exports of raw materials from, China. The efforts of the British govern-
ment to make loans available for railway construction in China were
not beneficial merely to Britain’s financial sector. The construction of
railways was also intended to promote the interests of British manufac-
turers by making it easier for them to secure raw materials from the inter-
ior of China and to supply British manufactures in return. Loans and
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railways can be considered part of the attempt to create spheres of influ-
ence in China at the close of the nineteenth century. For instance, while
making loans to the Qing government in 1898, the British forced it to
declare that no concession or lease of land along the Changjiang
(Yangtse) River would be made to any other country. This was the first
time the Chinese government admitted that the valley of the
Changjiang River was a British sphere of influence.9 The financial rela-
tions between China and the Powers at this time have been well
researched by historians in China,10 and it is unnecessary to discuss
them here in any detail.

Doubtless, as Cain and Hopkins have argued, economic impulses are
the basic cause of imperialism. But conditions for the existence of imperi-
alism are based fundamentally on military power. Without military super-
iority, no state can impose imperialist control or colonial rule on others.
Industrial technologies strengthened British military capabilities. The
advance of industries was the basis of British military superiority, just as
military superiority was a precondition of British imperial expansion. It
was the Industrial Revolution that provided Britain with military super-
iority over China and rendered it possible for the Victorians to ‘open the
door’ by means of the gunboat.

The fact that different parts of the world developed in an unbalanced
way, with some areas being more advanced than others, undoubtedly
provided a necessary condition for the emergence and continued exist-
ence of imperialism. Imperialism was possible because there were
weaker territories for the imperialists to invade, oppress and exploit. It
can be said that the effectiveness of imperialism was determined cru-
cially by the power balance of the three sides: ‘the imperialist country’,
‘the object countries’ of imperial expansion, and other ‘major powers’
in the international power structure. In the case of British imperial
expansion, ‘the imperialist country’ was Britain; ‘the object countries’
were the colonies and semi-colonies in the Americas, Asia, Africa and
other parts of the world; the other ‘major powers’ were mainly
European continental powers. The United States, once one of Britain’s
colonies of settlement, joined the process of colonial expansion later
on. Japan was another new ‘major power’. Like other Asian countries,
Japan had also been besieged by imperialism. In response to the
Western challenge, Japan carried out reforms, strengthened herself and
quickly joined the ranks of the colonial powers. But after the October
Revolution in 1917, the ‘major powers’ included a new socialist coun-
try, the Soviet Union, which became an anti-colonial force in the inter-
national power structure. The emergence of a new socialist country
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constituted a strong challenge to the imperialists and drew much of
their attention away from colonial adventures.

At times when capitalism plays a dominant role in international affairs,
the rise and fall of imperialism are decided mainly by the power balance
among these three elements. At the high point of Western expansion, all
the major European states were colonial powers, struggling against each
other and endeavouring to establish and expand empires overseas. There
was no single ‘major power’ in the international system to counter-
balance or contain colonial expansion. Other non-Western parts of the
world were in general the objects of colonialism. Without any check from
the anti-colonial ‘major powers’, the expansionists achieved great success
and did enormous mischief to the weaker peoples.

The chief condition for the emergence and expansion of the British
Empire was Britain’s military superiority over the ‘object countries’. In
North America, the native Indians were militarily too weak to defend
themselves from being invaded and demolished by the colonialists. In
South Asia, India, divided and with a weak central government, did not
have the military power to hold back foreign invaders and gradually fell
under British colonial rule. China, which never became part of Britain’s
formal empire, but was considered to be a part of her ‘informal empire’,
started to fall into the position of a semi-colony only from the Opium
War, when Britain defeated China and imposed the first unequal treaty.
In the process of European colonial expansion, people in other parts of
the world suffered numerous catastrophes. Their destiny was largely
decided by their powers of resistance. As history has illustrated, those
with weaker powers suffered more. This also explains why some parts of
the world became colonies, some became semi-colonies, and others
settlements with the native inhabitants being driven away, submerged
or simply annihilated (for example, the Tasmanians).

Just as the emergence and expansion of imperialism were decided
mainly by the power balance among the three elements, so was the end
of imperialism or colonial empires. The Second World War was a land-
mark in the history of the Western empires because it changed this
balance of power and led to the rapid disintegration of the British Empire.
The war weakened Britain both militarily and economically, at least in a
relative sense. The forces of anti-colonial nationalism became much
stronger during the war. On the international stage, the Soviet Union
emerged as a superpower that advocated the end of colonialism and
provided support to national liberation movements across the world.

The Soviet factor in the disintegration of colonial empires has long
been ignored or deliberately played down by Western historians.
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Reading publications on the end of the British Empire, one will
frequently find historians stressing American pressure for British decol-
onization, while saying little about the influence of the Soviet Union.
In reality, the United States was, and still is, one of the closest allies of
Britain in postwar times and has enjoyed a strong strategic partnership
with Britain in international affairs. It was the Soviet Union and other
newly established socialist countries that were the major enemies of
colonialism and imposed real pressure to end the colonial empires. The
rise of the Soviet Union and other socialist countries made a historic
contribution to the rapid collapse of the colonial empires in the post-
war era.

It can be said that the Soviet Union was the greatest international
force contributing to the collapse of colonial empires. The establish-
ment and development of the Soviet Union led to the spread of
communism across the world. Under its influence, communist parties
were founded in many colonies and semi-colonies and became a lead-
ing force in national liberation movements in many territories. After the
Second World War, the Soviet Union emerged as a superpower and
played the key role in the formation of the postwar socialist bloc. The
existence of the socialist bloc diverted the military resources of the colo-
nial and imperialist powers, thus making the task of suppressing
national liberation movements more difficult. The Soviet socialist
model was also attractive to many colonial nationalists. Colonial
powers were often forced to make concessions to colonial nationalists
in order to prevent them from becoming more radical and from turning
to the Soviet Union.

The Soviet Union strongly condemned colonialism and offered great
assistance to national liberation movements in the colonies and semi-
colonies. For instance, when France occupied Lebanon and Syria in May
1945, the Soviet Union condemned the action and demanded that
France withdrew her troops. The Soviet Union consistently supported
the colonial and semi-colonial national struggle against colonialism and
imperialism in the United Nations and through other diplomatic chan-
nels. For instance, in May 1948, the Soviet Union established diplo-
matic relations with the young Indonesian Republic. This was a great
support for the Indonesian people in their struggle against Dutch colo-
nial rule. The Soviet Union also directly provided vast amounts of
military and economic assistance to many newly independent countries
and helped them to maintain their independence.

Thus, the Soviet factor in the disintegration of colonial empires can-
not be ignored. It is an indisputable historical fact. The Soviet Union
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itself collapsed later on, but without the presence of the first socialist
country in human history, independence for colonies and semi-colonies
would certainly have been delayed; some of them might never have
achieved their freedom. Admittedly, the Soviet Union made mistakes in
its policy towards developing countries and also pursued its own hege-
monic ambitions. Nonetheless, the Soviet contribution to the world
national liberation movement cannot be denied and should not be
played down. The rapid change in the balance of power after 1945
led Britain to conduct a wholesale imperial retreat. Britain, like other
colonial powers, was primarily forced into action by the international
situation, and was not willing to confer independence to the colonies,
as Cain and Hopkins and many other historians have suggested.

Cain and Hopkins are not very consistent in explaining the causes of
the end of the British empire. On the one hand, they admit that Britain
retreated from the colonies because ‘nationalist aspirations could not be
contained at a price that was worth paying, or perhaps at any price’.11

On the other hand, they claim that ‘the empire became progressively
less important to Britain’s needs and it became easier, even for
Conservative policy-makers, to envisage and then to speed the process
of decolonization’.12 This suggests that Britain did not intend to control
the colonies and was willing to end the empire. In effect, the whole
argument of the theory of ‘gentlemanly capitalism’ assumes that the
Empire ended because it became unnecessary for the gentlemanly capit-
alists to continue to control the colonies. Either the colonies had
become less useful, or it was unnecessary to maintain formal colonial
rule to secure Britain’s interests.

This inconsistency can be clearly seen in their explanation of the
causes of Britain’s retreat from India. They note that India had become
‘ungovernable’ at the point when Britain conceded independence. At
the same time, they assert that:

in 1947 the case for ‘staying on’ was no longer compelling. By then,
India had ceased to be one of Britain’s largest debtors and had joined
the ranks of her creditors instead, while Britain’s newer interest in joint
ventures in manufacturing and other economic activities pointed to the
wisdom of working with the nationalists rather than against them.13

The bare truth, however, is that Britain had to leave India irrespective of
her interests and no matter how important or how unimportant the
interests of ‘gentlemanly capitalism’ in India were. This was simply
because the forces of Indian nationalism had become too strong for the
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British to contain. The military force available was unable to deal with
the power of nationalism. The British had no choice but to go.

The British Cabinet reached this conclusion when considering India’s
constitutional position on 10 December 1946:

The strength of the British Forces in India was not great. And the
India Army, though the Commander-in-Chief had great personal
influence with it, could not fairly be expected to prove a reliable
instrument for maintaining public order in conditions tantamount
to civil war. One thing was quite certain viz., that we could not put
back the clock and introduce a period of firm British rule. Neither the
military nor the administrative machine in India was any longer
capable of this.14

There was no controversy here: Britain could not continue to rule India.
The problem was how to retreat so as to maintain British interests as far
as possible. For this reason, the British government had to ‘work with
the nationalists’; it was forced by circumstances to do so, whether it was
willing or not.

Britain’s retreat from Burma can be explained in the same way. The
British Cabinet was aware that it was imperative to leave the territory:

All the advice from Burma was that the A.F.P.F.L (Anti-Fascist People’s
Freedom League) commanded great influence throughout the coun-
try and that if their leaders left the Executive Council the adminis-
tration of the country would be paralyzed, there would be a police
strike, and it would be impossible to maintain Government without
the use of force. Indian troops could not be used for this purpose,
and British troops could not be made available without serious con-
sequences elsewhere. One brigade could be brought from Malaya. A
second brigade could be made available at the cost of weakening our
Forces in India or delaying the demobilization scheme. But even so,
the administrative troops required to support these brigades would
be lacking if, as must be assumed, we were unable to use the Indian
administrative troops now in Burma. Finally, even if these could have
been provided, it would not be possible with this strength to do more
than hold Rangoon and a few other key points; and the countryside
generally would be outside our control.15

This conclusion clearly reveals the reason for Britain’s retreat from
Burma. Whether the gentlemanly capitalists were willing or not,
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colonial rule in Burma could not continue. That colonial rule could no
longer be maintained by force was the basic reason for the so-called
‘decolonization’.

What does decolonization mean?

Decolonization is a widely used concept both inside and outside aca-
demic circles, but its meaning is still ambiguous and controversial.
Some commentators use ‘decolonization’ to mean the process by which
empires disintegrate and colonies achieve independence. Scholars in
developing countries now often consider decolonization as a process of
struggle for ending colonial rule. From this vantage point, decoloniza-
tion means liberating colonies, whereas in the West it usually means
granting independence. I take the view, here and in my other publica-
tions, that the substance of decolonization is the actions of the colonial
power, including all the strategies, tactics and measures used in the
course of a forced imperial retreat, which were taken with the intention
of maintaining its own interests.16 This concept differs from that of
Cain and Hopkins.

Colonial powers were never willing to ‘decolonize’ (give independ-
ence to colonies); they only retreated from colonies because they were
forced to do so by the national liberation movement and other forces
that were opposed to colonialism. The end of the British Empire was not
determined by the will of Britain, though Britain did command a cer-
tain initiative in the course of the imperial retreat. To some extent,
Britain could manage how and to whom power would be transferred. In
this respect, British policymakers showed a considerable degree of flexi-
bility and also achieved a great deal of success. Various efforts were
made to contain ‘radical’ nationalists, and power was transferred, wher-
ever possible, to the more ‘moderate’ nationalists who showed more
readiness to co-operate with the colonial power.

Here is one example. In April 1953 Cheddi Jagan’s People’s
Progressive Party won the general election in British Guiana under a
new constitution. Jagan became Prime Minister, but because he
supported some socialist principles he was considered to be ‘radical’
by the British Government. In October 1953, a state of emergency
was declared and the constitution was suspended. Jagan and many
other members of the People’s Progressive Party were put into jail.
In December 1956, with certain revisions of the constitution, a new
election was held. Jagan’s People’s Progressive Party again won the
majority of the elected members. But the suspension of the
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constitution in 1953 helped to split the nationalists. The split later
became a serious problem and led to social conflict. There was another
election in August 1961. Once more, the People’s Progressive Party won
a majority: 20 seats out of 35, with Burnham’s People’s National
Congress getting 11 seats and D’Aguiar’s United Force getting 4. But
the People’s Progressive Party gained only 42.6 per cent of the total
vote, while the People’s National Congress and the United Force gained
41 per cent and 16.4 per cent respectively. There were sharp differences
between the People’s Progressive Party and the other two parties. The
latter requested that a new election, based on proportional representa-
tion, should be held before independence. Burnham and D’Aguiar were
considered to be moderate and less radical than Jagan. Thus indepen-
dence was postponed. In 1964 the British government issued a new
Order in Council revising British Guiana’s constitution. Proportional
representation was adopted and a new election took place in December
1964. The People’s Progressive Party won 24 seats out of 53, while the
People’s National Congress and the United Force got 22 and 7 seats
respectively. The People’s Progressive Party did not win the majority
and the other two parties refused to co-operate with it. Thus Burnham
was asked by the Governor to form a government. In the end, the
People’s Progressive Party was ‘out of power’ and British Guiana
became independent in May 1966 with Burnham as the first Prime
Minister of Guyana.17 This story illustrates vividly that Britain did have
an ability to direct the transfer of power in the course of her imperial
retreat, and power was transferred preferably to the more moderate
nationalists.

The core of decolonization was the transfer of power and the transi-
tion of relations. In the course of the imperial retreat, Britain’s strategy
was to establish new relations with the emergent or newly independent
countries which could maintain the old relations as far as possible and
thus ensure the continuity of British interests. Part of this strategy was
to bring newly independent countries into the Commonwealth. This
was a long-term policy of British governments. As the Commonwealth
Secretary put it in September 1954:

However uncomfortable it may be to have some of the emergent ter-
ritories as full Commonwealth partners, we are quite clear that the
wiser course is to admit them to a status of nominal equality, and
seek from the start to ensure that, through sharing in that intimate
exchange of views and information on foreign policy which marks
relations between Members of the Commonwealth, they will
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remain within our own sphere of influence . . . the existence of a
Commonwealth composed of like-minded, independent and freely
associating Members drawn from every continent, is a source of
strength and prestige for the United Kingdom.18

In this way, the British government achieved great successes and most
newly independent countries became members of the Commonwealth.
As a result, British interests were largely secured and established rela-
tions largely maintained.

Neocolonialism, which Cain and Hopkins admit, ‘can undoubtedly
be found in parts of the former empire’ did indeed manifest itself in the
course of the imperial retreat.19 Decolonization can be considered as
a transitional process from colonialism to neocolonialism. What consti-
tutes neocolonialism is another topic on which my colleagues and I
have recently published a book.20

For a variety of reasons, the strength of nationalism was not equal
in different colonial territories. The upsurge of the national liberation
movement thus arrived earlier in one territory than in another. This
is why some territories obtained independence before others.
Generally speaking, wherever the national liberation movement was
strong, the imperial retreat took place earlier than where it was weak.
This explains why the major territories of South Asia became inde-
pendent in the years immediately following the Second World War,
whereas most colonies in Africa did not achieve independence until
the 1960s.

The colonial empires collapsed in the three decades following the
Second World War. The British Empire was no exception. The funda-
mental reason for this was that, in the postwar period, there was an
unprecedented upsurge of nationalism across the colonies and semi-
colonies and also a high tide of the international communist move-
ment, which was a strong force against colonialism. These
developments led to a great change in the international power balance.
All colonial powers, whether or not they had a ‘gentlemanly capitalist’
element which played a similar role to its British counterpart, had to
‘decolonize’. They all faced the same external pressures.

In the last pages of their work, Cain and Hopkins make a brief obser-
vation about the implications of their analysis for the study of rival
imperialist powers, especially those in Europe. But they do not take the
matter further. They admit that they could not ‘decide whether the
particular configuration of interests we have identified was both present
and of equal importance elsewhere, or whether it was specific to the
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British case’. ‘The reason for the difficulty is simply that the evidence
currently available is insufficiently detailed to allow generalizations to
be made with confidence.’21 This kind of elusive statement offers no
help in understanding why all colonial empires collapsed so rapidly at
the same time. Historians need to be aware that there must be some
overwhelming force outside the metropolitan powers that pushed the
empires to their end.

Cain and Hopkins made only a partial investigation into ‘decoloniza-
tion’. Many issues concerned with the postwar imperial retreat were not
even touched. If we consider all the major issues as a whole, financial
problems were only a part, perhaps only a small part, of the British gov-
ernment’s concerns. A basic strategy of Britain’s imperial retreat was to
establish a new relationship with the newly independent countries,
which would ensure, as far as possible, a continuation of the old rela-
tions. A major aim of this strategy was to keep the newly independent
countries within the Commonwealth and within the ‘free world’ when
the Cold War was at its height. To maintain financial relations so as to
secure the interests of ‘gentlemanly capitalism’ was only a part of this
strategy.

When we look into the treaties and agreements signed between
Britain and the emergent territories or newly independent countries in
the course of imperial retreat, we find that most of them were not con-
cerned with financial issues.22 A great number were related to military
or strategic affairs; they were about the maintenance of British military
bases and the status of British troops stationed in the territories con-
cerned, or about British military assistance to the newly independent
countries, for instance, providing military facilities and helping to train
the armed forces of the countries concerned.23

The other major group of agreements signed between Britain and
the emergent territories at the time of independence concerned public
service. Almost all the territories signed such agreements with Britain.
The first one was the British–Ceylon Public Officers Agreement. This
agreement was very short, only a few hundred words, but it contained
the basic elements that later agreements also had.24 These agreements
usually had clear definitions about qualifications, conditions of
service and retirement, and the preservation, payment and increase of
pensions. There were also provisions on the release of public officers
for employment elsewhere. These agreements ensured pensions for
public officers who had worked in the colonies and who would
continue to work in the newly independent countries. They tended to
encourage public officers to stay in these countries. The chief purpose
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of these agreements was to ensure a stable transition of the established
relations.

There were indeed agreements of a financial nature. But they were
mainly concerned with the sterling balances, signed mainly between
Britain and the South Asian territories: India, Pakistan and Ceylon.
These agreements set the conditions whereby sterling balances held in
London would be gradually released. The first financial agreement of
this kind (between India and Britain) came into force on 31 August 1947
and terminated on 31 December 1947. The agreement was extended or
replaced by new ones until the 1950s, when the problem of the sterling
balances was finally resolved. Afterwards, there were few similar agree-
ments signed between Britain and other emergent territories.

If we look through the conclusions of postwar British Cabinet meet-
ings, which are available in the Public Record Office (CAB 128), we will
find that financial issues between Britain and the emergent territories
were not often discussed in Cabinet meetings. Apart from the matter of
the colonial sterling balances, only a few entries were directly linked
with colonial financial issues. The following is one example. On 26 July
1960, in a meeting on overseas civil service:

there was general agreement in the Cabinet that in present circum-
stances high priority must be given to the maintenance of an effi-
cient system of administration in Colonies advancing towards
independence. In recent experience in Africa and in Asia there was
ample evidence that without this, the structure of society in emer-
gent countries could easily collapse. This could imply, not merely a
failure of our Colonial Policy, but serious damage to our investment
in those countries – which would impose a much more serious strain
on our balance of payments.25

The British government here showed a great concern with financial
issues. Even so, this concern should not be considered to be solely in the
interests of ‘gentlemanly capitalism’. Rather, it represented the whole of
Britain’s economic interests.

British governments did take into consideration the interests of
British investments in colonies that were approaching independence.
Again, however, this was only a part of governmental concerns. It can
be seen from British Cabinet discussions of the colonies down to the
late 1960s, that there were more entries on constitutional reform, colo-
nial services, and the development of colonial resources and military
affairs, such as emergencies and defence. Financial issues regarding the
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colonies were not frequently discussed in Cabinet meetings. Of course,
many financial issues were dealt with at the departmental level, but
this means that what was then discussed by the Cabinet was of some
importance.

Conclusion

The Cain and Hopkins theme of ‘gentlemanly capitalism’ has its limita-
tions both in explaining the causes of imperialism and in presenting the
whole picture of Britain’s imperial experience. Cain and Hopkins also
distort imperialism, which is much whitewashed. In reading their work,
one may often feel that imperialism was something good, something
positive to world progress. The picture of imperialism illustrated
by them is a partial one. The numerous problems and evils caused by
imperialism are ignored or rarely mentioned. This carries the danger
of misleading readers who do not have a command of the real history
of modern imperialism.

The concept of ‘gentlemanly capitalism’ invented by Cain and Hopkins
is also misleading because of its ambiguity. Does ‘gentlemanly capitalism’
only mean the capitalism of gentlemen or also the capitalism that is gen-
tle or gentleman-like? Reviewers have not yet discussed this problem and
the work of Cain and Hopkins does not exclude such an interpretation.

History is a form of science and should be based on historical facts –
impartial and complete. In order to write a scientific and objective
history it is necessary to consult research material as widely as possible.
To do so, a historian needs to consult records kept in different languages.
On topics relating to international affairs, it is particularly necessary to
consult the literature of ‘both sides’. Cain and Hopkins failed to consult
original materials written in Eastern languages. The chapters on China
do not make use of original Chinese materials. It is perhaps unfair to crit-
icize them on this score, for it would be impossible for any historian to
consult original documents written in many different languages. In writ-
ing generally on a subject like imperialism, one needs to depend largely
on secondary sources, as Cain and Hopkins did. However, imperialism
concerned not only the colonial powers, but also the colonies and semi-
colonies. It is therefore essential to consult materials produced by both
sides in order to come to a fairer conclusion. Failing to do so damages the
strength of any theme, theory or argument derived from historical
inquiry. Only when defects of this kind in the writings of Cain and
Hopkins are recognized, does it become clear how fantastic is the idea
that Britain’s ‘one China policy’ succeeded in holding China together, as
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Cain and Hopkins claim.26 In historical reality it was a simple fact that
Britain was a leading actor in the ‘scramble’ for China.

The British Empire was the largest of the European colonial empires
and was an integral and massive component of modern world history.
In the centuries of its existence, it changed the world considerably. The
destructive influence of British imperialism brought down established
institutions in many societies, and replaced them to a large extent with
British institutions during the era of colonial rule. The pressure imposed
by British imperialism forced the societies concerned to respond. This,
in turn, led to fundamental changes in these societies. Britain’s ‘gentle-
manly capitalism’ certainly had a great impact on global history. The
Empire ended, but it evolved into the Commonwealth, an international
body now consisting of more than fifty countries across the world.
Today there is no formal empire in the world, but Cain and Hopkins’s
‘gentlemanly capitalism’ is still there and it will continue to impose its
influence upon global history.
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8
The International Order of Asia
in the 1930s
Shigeru Akita and Naoto Kagotani

The purpose of this chapter is to reconsider the nature and the forma-
tion of the ‘International Order of Asia’ in the 1930s in the light of new
historiographical revisions in Great Britain as well as in Japan. Recently
several Japanese economic historians have offered a new perspective
on Asian economic history.1 They argue that the economic growth of
Asian countries was led by the phenomenon of intra-Asian trade which
began to grow rapidly around the turn of the 19th–20th centuries.
On the other side, the British imperial historians, P.J. Cain and
A.G. Hopkins have presented their own provocative interpretation,
‘Gentlemanly capitalism and British expansion overseas’, in which
they emphasize the leading role of the service sector rather than that
of British industry in assessing the nature of British expansion over-
seas.2 We will attempt here to integrate these new perspectives3 and to
present a fresh interpretation of the international order of Asia in the
1930s. In this chapter, ‘Asia’ is taken to mean East Asia and Southeast
and South Asia. The former includes Japan, the most industrialized
country in Asia, the rising sovereign state of China and the then
Japanese colony of Taiwan (Formosa). The latter consists mainly of the
colonies of the European Powers, including British India and the Dutch
East Indies.

This chapter is divided into three sections. At first, we will present
broader frameworks and viewpoints of analysis on the international
order of Asia in the 1930s, based upon our collaborative work with
Japanese and Taiwanese scholars.4 Secondly, we try to analyze the
British perceptions of Japanese economic development in the early
1930s. And thirdly, we will consider Japanese cotton-textile diplomacy
in the first half of the 1930s.
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I Viewpoints of analysis on the International Order of Asia
in the 1930s

1 The International Order, economic responses and
interdependence

In the context of world economic history, the 1930s have been
characterized by the long economic depression that followed the
Great Depression of 1929, and by the steady erosion of the liberal free
trade regime owing to the shift towards bloc economies. It has thus
been described as a period in which the relationship of economic
interdependence receded to a great extent, thus paving the way to the
outbreak of the Second World War. From an Asian perspective, the
1930s have been interpreted as a period of increasing nationalism
against the Western Powers. Independence from European colonial
rule became a national slogan and economic ‘interdependence’ was
recognized as a vulnerability of each region or state. In general, with
the collapse of the international political-economic order in the
1920s, the next decade has been identified as an era of ‘crisis’ as the
imperial powers pursued self-reliance.5 The cause of and responsibil-
ity for the collapse of the international order in the 1930s has been
attributed to the nation-states at ‘the core’ of the Modern World
System, and we can say that the interpretation of the 1930s is still
dominated by the historiography of the Western Powers. However,
we shall try to move away from Eurocentric analysis and to describe
the formation of the ‘Asian International Order’ on the assumption
that the inter-regional order of Asia in the 1930s developed unique
characteristics.

In the 1930s, the Western countries had many colonies in Southeast
and South Asia, whose economic histories have been written in the
context of a passivity under the strong influences of the Western
Powers. Each area was incorporated into the European spheres of
influence and divided separately by the implementation of bloc
economies. On the other hand, in the political context, the national-
istic interpretation of history has put much emphasis on the aspects
of resistance and self-assertion against colonial rule, and the 1930s
have been pictured as a prelude to political independence or decolo-
nization after the Second World War. This defensive aspect or passiv-
ity in Asian economic history on the one hand, and the aggressive
stance or activity in Asian political history on the other hand, has led
to a dichotomy in contemporary Asian history in the 1930s between
the ‘economic domination’ of the Western Powers and the ‘political
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resistance’ of the Asian regions. Moreover, it seems that the stronger
the economic control or exploitation by the metropolitan powers was,
the more intense the national claims for political independence
tended to be. This is a strange correlation to find in contemporary
Asian history. However, an important aspect of Asian history has
disappeared from this historiography. In short, the spontaneous
economic responses of Asia to metropolitan control have not been
fully explained, despite the strong political reactions to Western colo-
nial rule and the rise of nationalism. There still exists an assumption
among Asian scholars that the options for an economic response from
the Asian side were very limited owing to the lack of political
autonomy under colonial rule. We intend to present the positive
aspects in the field of Asian economic history, by referring to recent
works by Japanese historians.

We would also like to mention another important viewpoint with
regard to the history of international relations. That is the formation
of mutual interdependence or interconnectedness between ‘the Core’
and ‘the Periphery’ of the Modern World System. This picture cannot
be comprehended from an orthodox interpretation of ‘domination and
opposition’ between the ruler and the ruled. For example, in the
context of Asian history in the late 1930s, it used to be insisted that the
Asian regions claimed sovereignty in political struggles for indepen-
dence or resistance to the Japanese military invasion. This insistence
has led to too much emphasis on the importance of domestic factors
for the formation of a ‘nation state’, and the exclusion of external
influences from the interpretation of contemporary Asian history. A
Japanese economist, Nawa Touitsu, has argued that the capitalist devel-
opment of Japan in the late 1930s was highly fragile because of the
heavy dependence on external factors, such as the Chinese market for
cotton textiles, the import of capital goods and oil from the United
States and the supply of raw materials from the British Empire (the
Commonwealth).6 The rise of nationalism in the 1930s thus tended to
emphasize the strategy of import-substituting industrialization, and
relationships of economic interdependence were regarded as leading to
the vulnerability of the ‘nation state’. Therefore, it was not imaginable
to think seriously about the formation of an international order of Asia
through a metropolitan-peripheral relationship. We would, however,
like to reconsider the historical meaning of interdependence and com-
plementary relationships in Asia, not only by looking at metropolitan-
peripheral relations but also at the formation of inter-regional relations
within Asia.



2 Economic nationalism, the ‘Imperial division of labour’ and
‘complementarity’

First, we shall try to reconsider the historical significance of Asian
industrialization in the 1930s from a global perspective. It has often
been said that the trade frictions in the 1930s represented a scramble for
Asian markets between the Lancashire and Japanese cotton industries
and that they were regarded as a clash of manufacturing interests.
However, the recent works in the field of British Imperial History, espe-
cially the arguments of ‘Gentlemanly Capitalism’ by Cain and Hopkins,
suggest that the financial and service sectors had always dominated
British economic interests and that manufacturing was secondary. The
external economic policies of Great Britain reflected this structure of the
British economy. They put much emphasis on the payment of interest
and dividends from the colonies, and the defrayal of administrative
costs by dependencies. They stress that the maintenance of credibility
of sterling was imperative for the British ‘official mind’.7 The same logic
can be applied in the case of the Netherlands and her colonial rule over
the Dutch East Indies.8 Following these new interpretations, it is notice-
able that some kind of ‘coexistence’ of economic interests tended to
appear in Asia between the British and Dutch financial interests and the
Asian manufacturing interest, supported by the rise of nationalism. The
industrialized countries of Great Britain and the Netherlands transferred
their labour-intensive (cotton) industries to Asian countries and tended
to concentrate on the economic activities of the financial and service
sectors. It was therefore reasonable for them to ratify the industrializa-
tion of Asia through this shift of economic interests. It is one of the
prominent features of the international order of Asia in the 1930s.

The rise of economic nationalism in each Asian region was an essen-
tial factor for the development of Asian industrialization. To promote
industrialization in Asia, it was important to get two institutional frame-
works; first, tariff autonomy and, second, an independent currency
policy, which are the essential requirements of ‘national economies’.9

Japan recovered the former in 1899 by the revision of the so-called
‘unequal treaties’ and got the latter in 1897 through the adoption of the
gold standard. China recovered the first requirement in 1929 and
obtained the second in 1935 in the process of its own currency reform.
In the case of British India, the process of attaining tariff autonomy was
a gradual step-by-step process. But she could not control her currency
policy, especially the exchange rates of Indian rupee to the sterling.10 Its
lack of currency autonomy led to an upsurge of nationalistic feelings and
accelerated the acquisition of tariff autonomy in the 1920s.
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However, an important element in Asian industrialization was the
‘complementarity’ between the Western powers and the Asian regions.
The industrialization of Asia in the 1930s is not solely explainable
by a confrontational schema or rivalry between ‘the Core’ and
‘the Periphery’. In the case of British India, the loss of competitiveness
of the Lancashire cotton industry in the Indian market used to be
interpreted as an ‘economic triumph’ for Indian nationalism.11

However, industrialization in British India was achieved by utilizing
the imperialistic order of the British Empire even under colonial
administration.12 In the 1920s the Government of India gradually
raised the level of import duties in order to attain more revenues and
to balance Indian finances. This increase in the Indian tariffs had
the effect of smoothing the payment of administrative costs to Great
Britain (the remittance of ‘home charges’). In this sense, the British
Government implicitly allowed the raising of Indian import duties
and confirmed the protective effect of duties for Indian industries,
even when they enforced terms of ‘Imperial Preference’ after the Ottawa
Agreement of 1932. British India in the 1930s started its import-
substituting industrialization through a complementary economic
relationship between British financial interests and herself. From the
British financial point of view, Indian industrialization was useful for
the collection of Indian debts, if British India could produce a
trade surplus from Britain by reducing her imports and establishing
a favourable balance of payments. The Indian nationalists recognized
this logic through the political negotiations for acquiring tariff
autonomy. In the third section of this chapter, we will analyze more
details on this subject.

We can also identify the same kind of complementary relationship
between China and the United Kingdom in the 1930s, especially
in the case of Chinese currency reform in 1935. The Nationalist
Government of China suffered financially from a heavy outflow of
silver in 1933–35, caused by fluctuations in silver prices in the
American market. They received some advice from American finan-
cial advisers such as the Kemmeller Commission and A.N. Young
about possible remedial action. However, in the end, Chinese minis-
ters of finance, T.V. Soong (1928–33) and H.H. Kung (1933–47)
almost completed the planning of monetary reform by themselves
and carried it out resolutely in November 1935 in opposition to
Japanese obstruction. The British Leith–Ross Mission visited Japan
and China on the eve of the currency reform to persuade the
Japanese government to agree to a joint-loan to China. The Chinese
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Nationalist Government tacitly took advantage of this opportunity,
and successfully obtained support from the representative of British
financial interests in China, the Hongkong and Shanghai Bank. On
the other hand, just after the announcement of reform, they were
able to sell huge amounts of nationalized silver bullion to the United
States in accordance with the Chinese–American Silver Agreement
which was signed with the US Department of the Treasury on 2
November 1935.13 Through these actions the market value of the new
Chinese dollar stabilized without it being linked to either sterling or
the US dollar. The success of monetary reform led to the acceleration
of import-substituting industrialization and the increase of Chinese
exports. This masterly implementation of Chinese currency reform
was based on a shrewd political calculation of the balance of power
and the exploitation of Anglo-American rivalry in order to increase
the economic influence of the Chinese Government. As a natural
course of events, the Nationalist Government of China took the ini-
tiative in currency reform and achieved a great success in the late
1930s.14

These two examples of British India and China reflect the unique
features of the industrialization of Asia in the 1930s, and a similar
economic relationship has been discerned between Japan and the United
Kingdom at the turn of the 19th–20th centuries.15 They demonstrate
the need to reconsider Asian economic links from the new angle of
complementary relationships with, rather than antagonism against, the
Western powers. Asian industrialization made steady progress by taking
full advantage of the imperialistic international order of the world in the
1930s.

3 The ‘openness’ of the Imperialistic International Order and Asia

It has been argued that the European Powers and Japan in the 1930s
divided Asia into their spheres of influence through exclusive ‘bloc’
economies and that their rivalry was a contributory factor to the Asia-
Pacific War (the Second World War). However, we would like to insist
that European policies toward Asia in the 1930s were not so exclusive
as is so often argued and that the Ottawa Trade Agreement and the ster-
ling area of Great Britain possessed a degree of ‘openness’ as a bloc
economy. We agree with the new interpretation of Cain and Hopkins
on the following point: the Ottawa Agreement was intended primarily
to promote the financial and service interests of the City of London
rather than British manufacturing interests, by smoothing the
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payment of interest and dividends from the colonies to the metro-
polis.16

In order to achieve this smooth payment of interest, it was impera-
tive to increase and maintain the trade surpluses of the colonies.
Therefore, the metropolis, especially Great Britain, had to be the largest
purchaser of primary products from the colonies. As a result, the
Ottawa Trade Agreement gave priority to the expansion of colonial
exports of primary products rather than the export of manufactures
from the United Kingdom. A contemporary publication by the Royal
Institute of International Affairs clearly points out the logic behind this
and the results of the sterling area in the late 1930s.17 However, it was
difficult to maintain a large trade surplus for the colonies by relying
only on the sterling area. It had to be complemented by the growth of
exports to other advanced industrial nations, such as the United States
and Japan, from the British Empire and Commonwealth. It is worth
noting here that B.R. Tomlinson has pointed out the following points:
the Ottawa Agreement and Imperial Preference rarely functioned to
strengthen the economic links within the British Empire, and the
application of Imperial Preference to British India was completely
irrelevant.18 As we have already mentioned, British India in the 1930s
industrialized by taking full advantage of the protection of Imperial
Preference. The main concern of the United Kingdom was not to
implement tariff policies for the protection of British domestic indus-
tries, but to maintain the international value of sterling along with the
‘financial and service interests’ of the City. The British Empire and
Commonwealth in the 1930s was not a ‘closed’ bloc protected by
Preferential Tariff. It was open and responsive to the external world in
order to promote British ‘financial and service interests’. In the third
section of this chapter, we will reveal the Japanese response to this
‘openness’ of the sterling area, by analyzing the economic diplomacy
of the 1930s, especially the Indo-Japanese trade negotiations in
1933–34, and the Dutch–Japanese trade negotiations in 1934. Kaoru
Sugihara also points out the unofficial linkage between the Japanese
Yen, the Chinese dollar and the sterling area, which constituted a
de facto ‘devaluation zone’ in the middle of the 1930s. The emergence of
this ‘devaluation zone’ contributed, to a great extent, to the industrial-
ization of Asian regions.19 Britain depended heavily on a relatively
‘free-trade’ regime, balanced budgets and low military expenditure in
the 1930s. A ‘closed’ empire usually increases the cost of maintaining
an empire,20 and the British Empire provides a good example of how to
reduce costs through the ‘openness’ of an empire.
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II British perceptions of Japanese economic development
in the early 1930s

In this section, we attempt to analyze the British perceptions of
Japanese economic development in the 1930s, to back up our argu-
ments, especially, those of ‘complementarity’. The traditional view has
been that Britain and other Great Powers generally discouraged indus-
trialization in the non-European world and that Japan achieved
industrialization by reacting against the Western encroachment or the
Western impact. We shall argue rather that there was a recognized sense
of complementarity between British and Japanese economic and polit-
ical interests, which encouraged Japanese industrialization, and that the
interest of the City of London played an important role in setting out
the economic and political framework under which it took place. We
will explore several kinds of complementary relationships between the
UK and Japanese industrialization.

1 Commercial Counsellor, Sir George Sansom

The main source of our study is the Report on the Commercial, Industrial,
and Financial Situation of Japan, published annually by the Department
of Overseas Trade. In addition, we refer to other contemporary printed
materials, such as the Board of Trade Journals, The Economist and The
Banker’s Magazine.

These documents are only tiny fragments of a large amount of com-
mercial information collected by the British in those days. However,
one prominent diplomat had played an important and significant role
in writing the British Commercial Reports of Japan for the Department of
Overseas Trade. His name was Sir George B. Sansom. He was the
Commercial Counsellor at His Majesty’s Embassy in Tokyo. In the
explanation on the front page of every British Commercial Report, we can
see the status of British Commercial Diplomatic Services in foreign
countries as follows:

There are 38 Commercial Diplomatic posts in all the more important
foreign markets of the world. The members of the commercial
Diplomatic Service are styled ‘Commercial Counsellors’ in the high-
est grade, and ‘Commercial Secretaries’ in the three lower grades.
They are members of the staff of the British Embassy or Legation in
which they serve. The Commercial Diplomatic Officer has general
supervision over the commercial work of the consular officers in his
area and, with the cooperation of these two services, a complete
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network of Government commercial representatives is thrown over
foreign countries.21

Sir George Sansom had three different careers in his life.22 First, he
was well known among Japanese academics as a prominent scholar of
Japanese studies in the United States. He published three books on
Japanese history: Japan: a Short Cultural History (1931), The Western
World and Japan: a study in the interaction of European and Asiatic cultures
(1950) and A History of Japan, 3 volumes (1958–63). He became the first
Director of the Institute of East Asian Studies, University of Columbia.
However, he had originally entered consular service and first came to
Japan in 1904. He continued to be stationed in Tokyo for 35 years,
becoming a veteran diplomat and the best informed foreign specialist
on Japanese affairs. From 1923, he was engaged as the Commercial
Counsellor and played a leading role in this field. He also attended the
Indo-Japanese trade negotiations in 1933–34 as one of the British
delegates.23 Thirdly, after returning to England before the outbreak of
the Second World War, he reappeared on the public stage as the British
Minister to the United States in 1943 and was responsible for nego-
tiations with American military officials about the postwar recon-
struction scheme of Japan.24

We refer to the first stage of the multitalented activities of Sir George
Sansom as a Commercial Counsellor. Owing to his high reputation in
the British Foreign Office as well as his surpassing knowledge and
acquaintance with Japan, the British Commercial Reports in the interwar
years seemed to reflect a dominant and influential opinion or percep-
tion on Japanese economic affairs in those days.

2 Sansom’s analyses of Japanese economic development

The changing perspective of ‘complementarity’

In an article, one of the authors has emphasized the existence of a com-
plementary relationship between the United Kingdom and Japanese
industrialization at the turn of the last century.25 During the interwar
years, this complementarity tended to diminish, especially in the case of
British exports of machinery. Just after the First World War, ‘American
competition is being keenly felt and threatens to become a permanent
danger’. ‘The pre-war positions of Great Britain and America have been
reversed and a recapture of the market will be a matter of the greatest dif-
ficulty,’ and ‘a great advance was made in local [Japanese] manufac-
ture’.26 This situation continued and the rapid growth of the Japanese
manufacturing industry was accelerated in the 1920s and the early 1930s
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‘under the stimulus of a vigorous campaign for the encouragement of
home products’,27 especially in electrical machinery. This reflects ‘the
increasing ability of Japan to supply her own machinery requirements’,28

and Japan started to export her machinery and machine tools to
Manchuria in the 1930s (1934). Therefore, the competitiveness of British
machinery was lost in the Japanese import market and led to the weak-
ening of a recognized sense of complementarity, keeping pace with the
higher development of Japanese industrialization.

On the other hand, British financial interests also witnessed a dimin-
ishing share in Japan. Japan reopened her foreign-bond issues in 1923,
especially for the reconstruction projects following the Great Earth-
quake. She raised $536,000,000 (£57,000,000) from foreign capital
markets up to 1931, when she was forced to readopt an embargo on
sales of gold following the abolition of the gold standard by the British
government. This period in the 1920s was referred to as the second
introductory period of foreign capital. However, the proportion of
British capital was reduced owing to the heavy inflow of American
money in the 1920s. In these processes, the financial presence and
influence of the City of London also declined to a great extent.
Moreover, the Japanese government adopted new monetary and finan-
cial policies from 1932.

Changes in the character of the Japanese import trade

On the eve of the Great Depression of 1929, Japanese economic devel-
opment was described as ‘remarkable and well-sustained’29 even despite
the Financial Crisis of 1927. Over half of her imports were raw materi-
als, and it was noted that ‘Japan’s position is not unlike that of Great
Britain . . . . She must purchase abroad the raw materials of industry, and
with her profits buy such finished goods as she requires’.30 This chang-
ing character in Japan’s import trade gradually increased the value of
imports from India [raw cotton and pig-iron], Malaya [iron-ore and
rubber], Australia [wool] and the Dutch East Indies [sugar].

As her manufacturing capacity advances, she buys more raw mater-
ials and less finished products, to the advantage of those countries
which supply such commodities as raw cotton, wool, wheat, iron, oil
and timber.31

The importance of the British Empire, especially that of British India,
increased greatly, whereas the imports of manufactured goods from the
United Kingdom to Japan dropped drastically at that time.
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Sansom observed that ‘this appears to be an inevitable tendency in
world trade . . . the scale of vast quantities of raw materials by these
regions increases in the long run their purchasing power and their con-
sumption of manufactured goods’.32 He also pointed out that:

disturbed conditions, or any other causes which reduce purchasing
power in China or British India, affect seriously the total volume of
her [Japanese] exports and, indirectly, her purchasing power in for-
eign markets in general . . . The defeat of a customer in one market
may mean the loss of a customer in another.33

His remarks revealed the so-called ‘final demand linkage effect’, which
comes from the consumer goods demand of producers of primary prod-
ucts for export, according to the definition of Kaoru Sugihara.34

Through the process of rapid recovery from the Great Depression, Japan
became an ‘important buyer in the world’s markets for raw materials’35

and ‘one of the most important consumers of raw materials’.36 Therefore,
Japanese demands and imports of raw materials contributed, to a great
extent, to the economies of the primary-producing countries. In this
sense, Japanese economic development had a vital link with and influence
upon the recovery of the world economy in the early 1930s.

The strong competitiveness of Japanese exports

As mentioned before, achieving rapid economic development in 1928,
‘Japan has already. . .developed from an importer, through an interme-
diate stage of production for domestic needs, into an exporter’. She was
‘not only. . . an importer of manufactured products but also . . . a poten-
tial competitor in other markets’.37 This trend continued in spite of the
Great Depression, and in 1932

Japan offers less and less prospect as a market for the manufactured
goods of other countries. . . . She is now established as one of the most
serious competitors of those countries, and is at the same time one
of the most important consumers of raw materials.38

The Japanese export market changed drastically in the early 1930s.
On 11 January 1930, the Japanese government lifted the gold-embargo
under deflationary policies and her economy fell into unusual difficul-
ties. Sansom pointed out at the time that ‘her main economic interests
are in two regions, the USA and Asia . . .which must have an important
bearing upon her foreign policy’.39 However, owing to the financial
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depression in the USA and political unrest in China, combined with the
development of the Chinese manufacturing industry, by 1934 Sansom
was forced to observe that ‘the two leading markets have lost their
relative importance’ and that ‘it is somewhat surprising to find 1934
exports to British India valued at 238 million yen, whereas exports
to what is described as China in the Japanese trade returns were only
117 million yen’.40 British India became the largest trading partner of
Japan in 1933 and this development led to the trade dispute with India.
Sansom had already insisted in 1930 that:

Japan must turn more and more to the production of finished goods
to supply not only her present markets but also to attempt to push
far afield into Africa, Near Eastern, and South American areas
hitherto supplied mainly by Lancashire.41

The Economist also pointed out that:

under pressure of boycott in China and restrictions in India, Japan
has been forced to seek new markets for her goods, and has been
successful in opening new connections in Central and South
America, Africa and Eastern Europe.42

In the early 1930s, many Japanese commercial missions were
dispatched to these latter regions in order to open new export markets,
which took about one-quarter of total Japanese exports in 1934.
Through the rapid recovery from the Great Depression, the export trade
of Japan diversified. New exports such as rayon (artificial silk), woollen
tissues and steel ingots increased, and ‘tinned and bottled foodstuffs,
chemicals, instruments and machinery, lamps, iron manufactures and
glass ware’43 were added. Sansom observed that this trend ‘has reduced
Japan’s dependence upon the sale of a single preponderant commodity
[silk]’ and ‘important progress in heavy industry, hitherto perhaps the
weakest point in Japan’s industrial economy is in a fair way of becoming
a major industry’.44 The qualities of Japanese exports greatly improved
and the competition for better quality of goods started, especially in the
case of cotton textiles. Sansom highly valued these kinds of trans-
formation.

The positive estimate for Japanese economic nationalism

Sansom put much emphasis and high value upon the Japanese
economic and financial policies introduced from 1932 by the Finance
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Minister, Korekiyo Takahashi. His economic policy was characterized as
‘a policy of State expenditure financed by State borrowing’, reflation
and liberal spending. ‘The loan-financed expenditure of the
Government has set in motion economic factors which were awaiting
release and has thus produced those favorable conditions.’ ‘It is at least
true that a country which is rapidly increasing its production can more
safely depart from financial orthodoxy than one where production is
stationary.’ ‘It may be regarded as an experiment in recovery from
depression by an un-orthodox programme of public works financed by
public loans.’45 The Japanese government issued domestic bonds of
£200,000,000 [about 3 billion Yen]. According to Sansom’s judgement,
these bonds were ‘not an excessive price to pay’. Takahashi’s financial
policies might be called Keynesian, even in the first half of the 1930s.
Of course, Sansom also mentioned that the loan-financed expenditure
was mainly poured into military spending, leading to the poverty of
Japanese farmers, and that ‘the capital resources of Japan do not suffice
for the economic development of Manchuria at the pace which it has
hitherto maintained’. ‘A Japan–Manchuria economic bloc has not yet
been constituted.’46

However, the depreciation of the Yen and a fall in the exchange rate
gave a great advantage to Japanese exports. ‘Most exporting industries
benefited’ and a ‘spectacular revival in foreign trade’47 was achieved
within a short period. Sansom also tried to analyze other secrets of
Japanese competitiveness. He referred to the ‘rationalization’ of indus-
tries, the bid for increased efficiency and the beneficial role of govern-
ment assistance, especially subsidies for shipping. These kinds of
economic policies of the Japanese government and the positive roles
played by the state were highly appreciated as they were in sharp con-
trast with the poor performance of the British government.

III Japanese cotton-textile diplomacy in the first half of
the 1930s

Next, as the case studies of our arguments, we would like to analyze
Japanese cotton-textile diplomacy with British India and the Dutch East
Indies. 

1 Was Japan isolated from the world economy?

In the first half of the 1930s, Japan was able to take advantage of its prox-
imity to the markets in South and Southeast Asia to compete successfully
with European goods. The main factors behind the increase in exports of
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Japanese cotton textiles were their low prices that had come about
through the rationalization of the cotton industry since the 1920s and
the devaluation of the Japanese yen, particularly in the second half of
1932.48 The Japanese yen fell very rapidly in value relative to the Dutch
guilder and Indian rupee.49 This accelerated the increase in exports of
Japanese cotton textiles to British India and the Dutch East Indies. The
increase in exports of Japanese textiles became a central conflict in Anglo-
Japanese and Dutch–Japanese commercial relations, and it prompted
Japan to hold trade negotiations with Britain and the Government of
India in 1933, and with the Dutch colonial government in 1934.50

Until now in Japanese historiography, most scholars see these trade
negotiations as part of the process of adjusting the differences in indus-
trial interests between the European and Japanese cotton industries.51

Thus, they emphasize that each country’s diplomatic policies toward
the trade negotiations were formulated to serve the interests of each
country’s cotton textile industry; that is, to secure its markets abroad.
Some have even suggested that the culmination of the Pacific War was
brought about partly by the tendency of the Japanese cotton industries
to expand rapidly into Asian markets, most of which were under
European control in the 1930s.52 They claim that the increase in exports
of Japanese cotton textiles to the European colonies in Asia forced the
European powers to intensify their protectionist policies, thus isolating
Japan from the world economy. The common understanding is that
these trends intensified after the Dutch–Japanese trade negotiations,
which were suspended in December 1934. The historiography in Japan
has further supposed that the negotiations were ‘broken off’,53 and that
Japan abandoned its co-operation with industrial Europe. Thus, they
concluded that Japan’s diplomatic policy toward Europe in the 1930s
was formulated to serve the interests of its cotton textile industry, and
did not maintain the status quo.

However, if we look at the figures from the cotton statistics yearbooks
of that time period, edited by the Japan Cotton Spinners’ Association,
this argument does not hold up. That is, the trade statistics do not
correspond with the notion that Japan was forced into isolation from
the world economy. The amount of exports of Japanese cotton textiles
to British India was 478 million yards in 1936, compared with 357
million yards in 1928. In the case of the Dutch East Indies, Japanese
cotton textile exports amounted to 350 million yards in 1936 compared
with 172 million yards in 1928.54 This fact proves that Japanese cotton
exports were maintained at the same level, even after the two rounds of
trade negotiations.
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The idea of gentlemanly capitalism offers an alternative interpreta-
tion regarding the motivation behind British policy in Asia.55 Not only
were the colonies expected to serve as markets for European goods, but
they also had to pay the interest on government loans, dividends on
investments, and the political costs of the home government such as
home charges in the case of British India, and pension payments in the
case of the Dutch East Indies.

Figure 8.1 shows that two kinds of economic policies were needed for
the home country to enable the colonies to pay such interest,
dividends, and political costs on a regular basis. One was to maintain an
export surplus from the colonies, which was necessary for payment of
their debts to Europe. So, the colonies were encouraged to promote
exports of primary products, such as raw cotton, tin, rubber, sugar and
timber, to industrial countries.56 This is why Britain was prepared
to open its home market to the dominions in the 1930s. The Ottawa
Preferential Arrangements led to a far more rapid rise in colonial imports
to Britain than British exports to the colonies.57 Without securing a
significant slice of the British market, many colonies and dominions,
including India, could not have paid their debts to Britain. It is thought
that these relationships also existed between Holland and its colonies
in Southeast Asia. The Dutch colonies, however, were encouraged to
increase exports of primary products to industrial countries, especially
to the United States and Japan. Japan was a particularly attractive
market because its recovery from the Great Depression was very rapid
after 1932.58

The second policy was to force the colonies in Asia to set their
exchange rates relatively high.59 The tendency in East Asia was to
devalue the currency, such as in Japan after 1932 and China after 1935,
while South and Southeast Asia increased or set their exchange rates
relatively high. In the latter case, the exchange rate was often more or
less fixed, because exchange rate fluctuations were not desirable from
the point of view of regular debt payments. Japan’s re-embargo of gold
exports in December 1931, and the subsequent depreciation of the
Japanese yen, facilitated a rapid increase in Japanese exports, especially
to British India and the Dutch East Indies. Japanese exports were
promoted by the fact that the exchange rate of the European colonies
was set relatively high.60

At the same time these relatively high exchange rates aggravated
deflation in the colonies in the 1930s.61 Western colonies needed
Japanese exports, which consisted mostly of cheap consumer goods,
because the purchasing power of consumers in the colonies was
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weakened in the 1930s. This was a kind of social policy for colonial
consumers.

2 The nature of the cotton trade negotiations from 1933 to 1934

The Government of India and the Dutch East Indies government tried
to co-operate with third-country foreign markets, especially Japan, in
order to export food and raw materials and to secure smooth payments
to the home country. Thus, the following two subjects became the focus
of each round of trade negotiations from 1933 to 1934;62

1) What amount of primary products, such as raw cotton and sugar, was
Japan willing to buy from the European colonies, to enable the
colonies to secure an export surplus?

2) What amount of Japanese cotton textile goods would Japan be
permitted to export? In the case of the Dutch East Indies, especially,
what proportion of Japanese cotton textile goods would Japan grant
to Dutch merchant importers, to profit them in dealing with
Japanese goods so that they could pay dividends to Holland
regularly?

The idea that the increase in Japanese competition in British India and
the Dutch East Indies was a threat to European manufacturers was not
the focus of each round of cotton trade negotiations. Thus the Japanese
formal delegations in the Indo-Japanese and the Dutch–Japanese trade
negotiations did not include a member of the cotton textile industry.
The documents of the Japan Cotton Spinners’ Association, one of the
most powerful industrial bodies, show that the representatives of this
Association voluntarily went to British India and the Dutch East Indies
to report back to the Association in Osaka.63 This means that the inter-
ests of the private manufacturing sector, especially the Japanese cotton
industry, were not reflected in these negotiations and that there was
a discrepancy in the interests of the representative of the Japanese
government and private representatives.

In the case of the Indo-Japanese trade negotiations in 1933–34, Japan
boycotted the import of Indian raw cotton from August to December
1933. But this aggressive act was led by the Japan Cotton Spinners’
Association, and was not actually orchestrated by the Japanese govern-
ment. The representatives of the Japanese government was prepared to
purchase raw cotton regularly, but they used the boycott movement as
a lever to improve the conditions of the Indo-Japanese cotton treaty for
Japan’s benefit. As Keizo Kurata, who was a leader of this boycott and
an executive of Dai Nihon Boseki Kaisha (one of the big five cotton
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spinning companies in the prewar period), pointed out, the boycott was
not actually in effect in December 1933, because European and Indian
merchants bought Indian raw cotton in the inner district even while the
Japanese trading companies maintained a policy of not purchasing raw
cotton.64 When the representatives of the Japanese government realized
that the boycott led by a private body was no longer in effect, they
immediately concluded a trade agreement, conceding to the British
Indian government. The Indo-Japanese negotiations were completed in
early January 1934. The agreement was on a barter basis: Japan was
allowed to export 400 million yards of cotton textiles to India, provided
that it imported 1.5 million bales of Indian cotton in return. This
implied that the Japanese market was also necessary in order for British
India to secure an export surplus from the point of view of maintaining
London’s financial position and the stability of the empire in the 1930s.
The focus of the Indo-Japanese cotton trade negotiations was to main-
tain the level of exports of Indian raw cotton.65

In the case of the Dutch–Japanese trade negotiations in 1934, most
studies emphasize that they were not completely successful, because
negotiations were suspended until June 1936.66 But during negoti-
ations, both sides tried to make a compromise in the following two
agendas:

1) Japanese trading firms in the Dutch East Indies were to handle a
quarter of the total imports on the basis of the 1933 figures.

2) The Japanese government ‘advised’ the business circles concerned to
give a preference to the Dutch East Indies in its raw sugar purchases.

The first agenda indicated that Japan’s Foreign Ministry conceded to the
government of the Dutch East Indies, because Japanese firms handled
38 per cent of total imports in 1933. This meant that the handling of
13 per cent of total imports on the basis of the 1933 figures were conceded
to Dutch importers, such as N.V. Internationale Crediet-en Handels-
Vereeniging ‘Rotterdam’, Borneo-Sumatra Maatschappij, Jacobson &
van den Berg, and Geo. Wehry & Co.67 The Japanese government pro-
posed this first agenda without asking the Japan Cotton Spinners’
Association or the Japanese trading companies dealing with Japanese
cotton textile goods. The Japanese government negotiated on the basis
of wanting to co-operate with Holland and the Dutch East Indies, not
taking into account the interests of Japanese cotton industries.68

Seizaburo Nakayama, an employee of Mitsui Bussan dealing with
Javanese sugar, was the only private representative in the formal dele-
gation. Japan’s Foreign Ministry needed him as an expert. If Japan were
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to give preference to the Dutch East Indies in its raw sugar purchases,
then Japan’s Foreign Ministry would need to deal with a conflict of
interests that would erupt between the Javanese and Taiwanese sugar
industries.69

However, the negotiations were suspended due to antagonisms on the
Japanese side. The increase in imports of Javanese sugar aroused the
keen competition of Taiwanese sugar in East Asia. Japan’s Foreign
Ministry decided not to make a formal agreement with the Dutch East
Indies government, because the Governor-General of Taiwan opposed a
preference to the Dutch East Indies. Thus, the negotiations could only
result in a ‘gentlemen’s agreement’; that is, the Japanese government
would vaguely recommend to the business circles concerned that they
show preference to the Dutch East Indies in its raw sugar purchases. It
might be argued that these negotiations were formally broken off and
Japan began to abandon co-operation with industrial Europe.

But the interdependence between Japan and the Dutch East Indies
was in fact maintained. Japan increased its imports of Javanese sugar.
Japan took 10 per cent of the total exports of Javanese sugar in 1930–33
and 17 per cent in 1934–36, increasing in line with the fall in Javanese
exports to British India. Additionally, the Dutch merchants’ share of
imports of Japanese cotton textile goods increased. They took 18.4 per
cent in 1932 and 44.3 per cent in 1935. Toyo Menka, which handled
about 10 per cent of Japan’s total exports of cotton textiles in the 1930s,
reinforced its connection with the Dutch merchants. When a provi-
sional commercial treaty, known as the Ishizawa–Hart Agreement, was
signed in April 1937, Japanese merchants in the Dutch East Indies were
to handle a quarter of the total imports on the basis of the 1933 figures,
and Japan promised to give preference to the Dutch East Indies in its
raw sugar purchases. These provisions were made in confirmation of
accomplished facts.70

Conclusion

Finally, we will try to summarize our arguments on the international
order of Asia in the 1930s. First, during the interwar years, especially in
the first half of the 1930s, the arguments of British Commercial Reports
on Japan tended to shift their focus from the British home economy to
the markets of the British Empire. The importance of British India
greatly increased for the Japanese export economy in the early 1930s, as
an expanding market for the Japanese cotton industry and as a vital
source of raw cotton. British Malaya and Australia also played important
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roles in the rapid recovery and further expansion of Japanese exports.
In return, Japan’s huge import of primary products from the British
Empire was an essential factor in helping the colonies to continue to
pay their debts to Great Britain. Therefore, a kind of complementarity
of economic interests emerged between the British Empire and Japan
rather than between Great Britain and Japan.

Second, Sir George Sansom joined the Indo-Japanese trade negotiations
in 1933–34 as a member of the British delegation.71 After returning to
Japan, he commented on bilateral (trade) agreements as follows: ‘a new
Indo-Japanese Convention and Protocol . . .may be said to have solved
for the time being the question of Japanese competition in India in the
cotton trade’. However, ‘a policy of balancing trade as between pairs of
countries would very greatly reduce international trade’. ‘Though
palliative measures have been applied, no fundamental solution has yet
been found for the problems raised by Japanese competition.’72 In this
sense, Sansom worried about the emergence of economic blocs and
strongly supported the maintenance of a free-trade regime on the global
scale and the economic co-operation of the major powers. Based on these
arguments, he assessed the rapid development of the Japanese industrial
economy quite positively.

From the recent works in Asian and Japanese economic histories, we
can reach the same kind of conclusions. The standard understanding
has been that Western reactions to the export of Japanese goods to their
colonies helped strengthen the case for building the yen bloc. Japan
then began to abandon co-operation with industrial Europe after the
Indo-Japanese and the Dutch–Japanese negotiations. Until 1937,
however, Japan did not give up its intention of maintaining a certain
level of interdependence with British India and the Dutch East Indies.
Japan’s diplomatic policy toward Europe in the 1930s was formulated
primarily by considering the financial interests of Europe, not by taking
into account the interests of the cotton textile industry.

The Japanese share of imports in the Dutch East Indies and British
India increased rather than decreased after 1932. Through this trade,
overseas Chinese73 and Indian merchants74 were the ones who strongly
promoted exports of Japanese goods. They continued to deal with
Japanese cotton textiles, although British and Dutch attempts to block
Japanese goods gave preference to the goods produced within the
Empire. There was clearly a complementary sense between European
financial interests and Japanese exports to the Asian markets by
stimulating the networks of Chinese and Indian merchants. This also
means that the interests of the Western manufacturing sector were
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sacrificed by stimulating the Asian merchants’ activities in the differ-
ence of the currency policy between Japan and the Western colonies in
Asia.

The earlier drafts of this chapter were presented to the British Imperial
Seminar, chaired by Prof. Andrew Porter, at the Institute of Historical
Research, University of London, on 28 March 2000. We appreciate the valu-
able comments and suggestions on our draft from the participants. And we
especially thank Dr Antony Best of the London School of Economics for his
critical review of our paper. Section II was written by Shigeru Akita and
Section III by Naoto Kagotani.
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9
Reasserting Imperial Power?
Britain and East Asia in the
1930s
Yoichi Kibata

One of the characteristics of British Imperialism 1688–2000 written by
P.J. Cain and A.G. Hopkins is the emphasis put on China as an area in
which the working of British imperial policy propelled by gentlemanly
capitalism was clearly discerned.1 Given the important place of China
in the imperialist world order, this is a rewarding exercise, and the func-
tion of British financial interests in China is convincingly borne out in
their work. In the case of the 1930s, which is the period discussed in this
chapter, they stress the continuity of British policy towards China: ‘The
main issues, as in the 1920s, were financial, and centred on securing
payments on existing debts and creating the conditions for new invest-
ment.’2 And they point out that ‘the most ambitious reform was the
attempt to draw China into the emerging Sterling Area after Britain left
the gold standard in 1931’.3

Accepting the validity of this assertion, the present author thinks that
the analysis of British policy towards China in the 1930s in British
Imperialism 1688–2000 is not sufficiently supported by the argument
about the wider international setting in east Asia, particularly British
relations with Japan. It is true that Cain and Hopkins are well aware of
the importance of examining British policy towards China in the con-
text of British foreign policy in general, but their treatment of various
factors surrounding Anglo-Chinese relations is, albeit inevitable in such
a gigantic undertaking, rather sketchy. Though in his response to
Shigeru Akita’s criticism Peter Cain touches upon British appeasement
policy towards Japan and develops some interesting points, he does not
go into details.4 Given the fact that international relations in east Asia
underwent great changes after the start of the Japanese invasion of
north-eastern China (Manchuria) in 1931, the analysis of the British
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position in and policy towards China should be supplemented by that
of British policy towards Japan. The aim of this chapter is to outline the
British stance in east Asia from 1931 to 1937, when the Sino-Japanese
war broke out, with the emphasis on its relations with Japan.5

1 1931 – a year of change in the British Empire?

Before looking at the British policy towards Japan after the Manchurian
Incident, which started on 18 September 1931, brief mention should be
made about three events which took place in Britain in the same
month. At first sight these events had little to do with the topic of this
chapter, but in fact they symbolized the changing nature of the British
Empire at this juncture and had close bearing on the British policy in
east Asia.

First, from 7 September the Round Table Conference about India was
convened in London and Mahatma Gandhi attended it from the 14th.
Secondly, on the 15th a large-scale naval mutiny broke out at the naval
port of Cromarty Firth in Scotland (‘the Invergordon Mutiny’). And
thirdly, on the 21st, the British government decided to abandon the
gold standard.

The Indian Round Table Conference followed the first conference that
took place in the autumn of 1930, and the representatives from the
Indian National Congress, who were absent from the first one, took part
in the second one. Though the demand of the National Congress for the
complete independence of India received a cool reception at the con-
ference, the sight of Gandhi, who epitomized the forces opposing
British imperial rule, joining the conference barefooted, was shocking
enough to those who cherished the notion of the British title to pro-
longed rule over India. As will be seen in this chapter, British policy in
east Asia could not be separated from its consideration of the security of
British rule in India, which was likely to be disrupted by the upsurge of
the power of the nationalists.

The holding of the Round Table Conference showed that Britain
was ready to concede, to some extent, to demands from various parts
of the Empire. Just like the setting up of the British Commonwealth
of Nations by the Westminster Statute of December 1931, which in
form recognized equal status among its members but in substance
retained the central and dominating position of Britain, the Round
Table Conference was a ploy to maintain the British grip on India by
making a gesture towards negotiating with the Indian nationalist
leaders.6
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If the convening of this conference indicated the weakening of the
ruling power of Britain over nationalist movements, the Invergordon
Mutiny was a symptom of the new inscrutability of the strength of the
British navy, which was the most important military foundation of
British imperial power. It was a historical irony that the battleship
Repulse which occupied the key position in this mutiny was to be sunk
by the Japanese air force off Singapore together with another battleship
Prince of Wales in December 1941 immediately after the outbreak of the
Asia-Pacific War. This mutiny soon came to an end after the severe pay-
cuts, which were the cause of the revolt, were modified, but the shock-
wave sent out from this revolt was considerable.7 According to Paul
Haggie, it was ‘not until January 1933, when Admiral Field was suc-
ceeded as First Sea Lord by Sir Ernle Chatfield, that the echoes of
Invergordon were effectively stilled’.8 As is discussed below, the British
attitude towards events in east Asia was much influenced by its consid-
eration of viable naval power which could be deployed in the Asia-
Pacific, and the state of affairs which came to the fore in this mutiny
was certainly detrimental to the British assertion of naval power.

Finally, the decision to leave the gold standard was also a significant
event in the history of the British Empire. Cain and Hopkins describe its
meaning and the subsequent development of British imperial economic
policy as follows:

The abandonment of the gold standard in September 1931 was a
defeat for the City, for gentlemanly capitalism and for cosmopol-
itanism. But the impact of the depression was even greater in the
United States, and her international economic sphere shrank
markedly in the 1930s. As the United States retreated into eco-
nomic isolationism, leaving wreckage strewn across the world, the
British were left with the freedom to strike out on their own and to
try to regain, within the confines of the empire and the Sterling
Area, the power they had exercised before 1914 but which had
eluded them in the 1920s.9

After abandoning the gold standard, Britain increased its drive to con-
struct an international financial system centred on sterling, and in this
attempt east Asia occupied an important part. Japan chose to link the
value of yen to sterling in line with the formation of the sterling area,10

and Britain tried to incorporate China into the orbit of the power of
sterling. This formed the background of British policy in east Asia after
the Manchurian Incident.



2 Britain and the Japanese invasion of Manchuria

On 18 September 1931, in the middle of these three events, the
Japanese army started to invade Manchuria. In the course of the
Manchurian Incident, which was nothing but a war between China and
Japan and lasted until the Tangku Truce in May 1933, Britain continued
to show magnanimity towards Japan. It is true that Britain adopted a
relatively firm stance to rein in Japanese activities during the Shanghai
Incident in early 1932, but it was only a temporary reaction, and, once
Japan’s threat to Shanghai, where British economic interests were
heavily concentrated, receded, Britain went back to its accommodating
attitude towards Japan.

Such an attitude was based on the perception of British policymakers
who thought that Japan’s actions did not pose a serious threat to British
imperial interests and that the Manchurian Incident could be contained
as a local conflict. Japanese domination over Manchuria would rather
create a situation in which Britain and Japan could coexist and co-
operate in China as imperialist allies sharing common interests in keep-
ing down Chinese nationalism.

What was important for Britain was to maintain its economic inter-
ests in those parts in China over which it had exercised its influence as
an ‘informal empire’. In fact around this period there was a widespread
perception about the increasing economic importance of China with its
vast territory and huge population. For example, the British govern-
ment established a committee to survey the future of the Chinese
market under the Economic Advisory Council, an organ which was the
brainchild of the Labour Prime Minister, Ramsay MacDonald, and put
emphasis on the importance of trade with China. The report of this
committee argued that ‘the revival and development of the trade of
China would be a factor of first importance in reviving British trade’.11

A similar sort of expectation was raised by The Times a little later: ‘as
greater security is established and the peaceful organization of the coun-
try progresses the Chinese market is seen to be almost illimitable’.12

In addition to such an economic consideration, the British attitude
towards China and the Japanese action in China was much determined
by the fact that maintaining a British position in China could be a good
barometer of its worldwide prestige as a great imperial power. In January
1927, immediately after the December Memorandum about China,
which is mentioned below, was issued, Austen Chamberlain, the
Foreign Secretary, wrote to Lloyd Geoge: ‘You will understand all that
would be involved for our position throughout the Far East, in India,
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Afganistan, Persia and even Turkey by a disaster at Shanghai.’13

Chamberlain may have been exaggerating the repercussions which a
British retreat in Shanghai would entail, but from this observation one
can detect the political significance of the British informal empire in
China.

The crucial problem for Britain was that its grip on this informal
empire was increasingly threatened by the rise of Chinese nationalism.
The December Memorandum in 1926 was a British reaction to this
changing political climate in China. The Memorandum recognized the
political changes in China, and admitted that existing treaties were in
many respects out of date. It further argued:

The political disintegration in China has . . . been accompanied by the
growth of a powerful Nationalist movement, . . . and any failure to
meet this movement with sympathy and understanding would not
respond to the real intentions of the Powers towards China.14

This policy orientation is in line with the overall trend of British imper-
ial policy epitomized in the Indian Round Table Conference, which was
dealt with in the previous section.

The British attitude towards Japan after 1931 should be considered
against this background. British policymakers thought that, as long
as Japanese activities did not directly infringe upon British interests
in China, Japanese power could be utilized as a factor restraining
Chinese nationalism. Even during the period of the Shanghai
Incident in 1932, when Britain adopted a somewhat harder stance
vis-à-vis Japan, Sir John Simon, the Foreign Secretary, stated in a
Cabinet meeting: ‘From the point of view of the security of the
Settlement it appeared better that the Japanese should succeed than
the Chinese’.15 It may be argued that the basic stance of Britain under
the Anglo-Japanese alliance still died hard. But it should also be
remembered that such sympathy with Japan was often accompanied
by a feeling of racial and national superiority. A Foreign Office
memorandum drafted around the time of the abrogation of the
Anglo-Japanese Alliance in the early 1920s stated that, however
powerful Japan might eventually become, the white races would
never admit its equality.16 At the same time it could be reasoned that
the Japanese could be entrusted with the role of curbing the
nationalism of the Chinese, with whom they were, after all, racially
close. In 1933 Admiral Sir Frederic Dreyer, the Commander-in-Chief
of the China Station of the British Navy, wrote:
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We should admit that they [the Japanese], as a great Eastern people,
have every right to a line of commercial expansion in the direction
of China. We should offer to cooperate with them in the Yangtse
Valley and Shantung, at the same time trying to keep them from
going south on the Yangtse Valley. We should realise that they are
Orientals and know how to deal with the Chinese far better than
we do. We are not so competent to instruct the Chinese
Government how to restore order out of chaos amongst 400
million Chinese.17

From such a standpoint the worst scenario was the possible combin-
ation between the forces threatening imperial rule from within and
Japanese activities which could disrupt the empire from without. The
tendency, especially among some Indian nationalists to look to Japan as
their protector was a cause for concern among some colonial adminis-
trators and the behaviour of Indian nationalists residing in Japan such
as Behari Bose was constantly kept under surveillance.18

As long as Japan refrained from overtly supporting Asian nationalist
movements, this kind of anxiety remained latent, but from time to time
the fear about Japan’s possible role in leading pan-Asiatic movements
surfaced. In 1933 before leaving for India to attend the trade negoti-
ations between India and Japan, Sir George Sansom, Commercial
Counsellor at the British Embassy in Japan, wrote to Sir Edward Crowe
of the Department of Overseas Trade:

If we seriously hamper Japan’s trade expansion in other parts of the
world then she will obviously try to make good her losses by action
nearer home . . . I can imagine a very unpleasant sequence of events
in the next decade, if we play into the hands of the wild men.
Thus: strong action in China; loss of our position and possibly our
investments in Shanghai; trouble, to put it euphemistically, at Hong
Kong; Japanese penetration in the Netherlands East Indies; and in
general a pan-Asiatic movement which, though it might not work
out ultimately to Japan’s advantage, would do great damage to
British rule in Malaya and in India.19

It is noteworthy that such a remark about Japan’s relations with Asian
nationalism was made by Sansom, who was a Japanese specialist well-
versed in Japan’s history and culture as well as in the Japanese economy
and, generally speaking, took a critical stance towards overt attempts
at appeasing Japan.
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Britain’s accommodating attitude towards Japan after 1931 was
further buttressed by its doubt about the actual physical power which it
could exercise in confronting Japan. Here the naval factor mattered. In
the global strategy of Britain at that time the defence of the Far East was
a priority and it was planned that in the event of a war with Japan the
main fleet would be dispatched to the East.20 However, the strengthen-
ing of the Singapore naval base, which was to be the linchpin of this
naval strategy, was much delayed.21 Under such circumstances, the
British military and naval leaders and decision-makers could not help
but adopt a pessimistic posture about a possible conflict with Japan.
One can also add that the shadow of the Invergordon Mutiny might
have been hanging over the Far Eastern scene.

It should be noted that this kind of military calculation was not the
primary factor that determined British policy in east Asia during the
Manchurian Incident. As has been argued above, the most crucial
motive behind British magnanimity towards Japan was its desire to
accommodate Japan as a partner in the project of prolonging the
imperialist world order which was increasingly threatened by colonial
nationalism. And this orientation became more evident in the mid-
1930s after the end of the Manchurian Incident.

3 British attempts to appease Japan

In the wake of the Manchurian Incident, which came to an end in 1933,
several attempts to achieve rapprochement with Japan were made by
the British policymakers. In 1934 Neville Chamberlain, the powerful
Chancellor of the Exchequer, tried to conclude a non-aggression pact
with Japan, and in the same year the Barnby Mission sent by the
Federation of British Industries visited Japan and ‘Manchukuo’ with
the intention of promoting British trade with ‘Manchukuo’, to which
Britain had not given diplomatic recognition. In 1935 Sir Frederick
Leith-Ross, who was a currency expert at the Treasury and was sent to
China to help currency reform there, proposed to Japan an Anglo-
Japanese joint credit to ‘Manchukuo’, so that it could then be handed
to China as compensation for the loss of ‘Manchukuo’.

Having dealt with these moves in detail elsewhere,22 the author
would like to place these attempts in the context of British imperialism
discussed in the previous section. But before doing so, one point should
be made about the relations between these and the theory of gentle-
manly capitalism. Both in British Imperialism 1688–2000 and Peter
Cain’s article, ‘British Economic Imperialism in China in the 1930s’,23
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the meaning of the Leith-Ross Mission was much stressed as a case
which supports the theory of gentlemanly capitalism. Sharing the reser-
vation expressed by Shigeru Akita – that is, that the part played by the
Leith-Ross Mission was relatively less important in the process of
Chinese currency reform than was suggested by Cain and Hopkins and
that the roles of China itself and of the United States should be taken
into account more fully,24 the author accepts that this mission was a
good example of gentlemanly capitalism at work. But at the same time
the significance of the Barnby Mission should not be underestimated.
The Mission’s economic aim was to probe into the chance of expanding
British exports to ‘Manchukuo’, especially the export of capital goods.
Though this aim was never fulfilled, such an activity on the part of
industrial capitalists in east Asia should be properly placed in the dis-
cussion of British imperialism.

What should be noted about this mission was that, just like the
Leith-Ross Mission, it had a strong political character. The common
feature of the overtures made by the British side in 1934 and 1935 was
the inclination to maintain its influence in China on the basis of
imperialistic co-operation with Japan through the de facto, if not
de jure, recognition of ‘Manchukuo’, a puppet state created by Japan as
the result of the Manchurian Incident. The abortive plan about the
Anglo-Japanese non-aggression pact pointed to the acceptance of
the status quo after the establishment of ‘Manchukuo’, and both the
Barnby Mission and the Leith-Ross Mission embodied a more candid
posture by giving de facto recognition to ‘Manchukuo’. When Sir
Charles Seligman, a member of the Mission, met Sir Montagu
Norman, the Governor of the Bank of England, before the departure
of the Mission, Norman told him frankly that the Barnby Mission was
political though dressed as industrial.25 The Japanese government was
well aware of this, and during the Mission’s stay in Japan it tried to
create the atmosphere that the Mission had the political task of
promoting Anglo-Japanese rapprochement and symbolized a friendly
stance on the part of Britain towards the outcome of the Manchurian
Incident.26

In this way, those in Britain who pursued appeasement towards Japan
aimed at promoting friendly relations with Japan by removing the
diplomatic thorn of ‘Manchukuo’ and at securing or even expanding
British interests in China. In a letter to his sister Hilda, Neville
Chamberlain, who was the central and most active advocate of Anglo-
Japanese co-operation, wrote in the spring of 1935 after a meeting with
leading British industrialists in China:
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I have been astonished to find what confidence they all have in the
future of the China market. They are also unanimous in thinking that
while Japan will certainly take her place as China’s mentor if she thinks
we don’t care, we have only to assert ourselves a little and she will be
quite ready to work alongside of us since there is room for both. China too
would be delighted if we would show that we meant to retain our inter-
ests in her country and a good deal of discussion has already taken place
between Chinese and British as to the advantages of joint action in the
development of railways which has only failed to materialise because of
the doubts about British policy. . . I told the men of business that I could
not say what would be done for them but they might rely on it that
some decision would be taken.27 (emphasis by the author)

The view that the further participation in the development of railways
would be beneficial to British interests in China was, of course, not
unique to Chamberlain, but it is noteworthy that he put much
emphasis on this point and that he believed in the possibility of coex-
istence with Japan in China.

Two crucial preconditions for such an expectation were, first, that
Japanese aggression in China would not further increase to the point of
threatening British interests and, secondly, that Chinese nationalism
would be contained within limits that were also safe for British interests.
The latter condition was realized in the wake of the currency reform.
Though Britain could not fully integrate China into the sterling area,28

the new currency, which Britain helped to create, worked towards
economic recovery and the unification of China and as a consequence
prevented Chinese nationalism from increasing anti-British
momentum. On the other hand, the Japanese military was angered by
the British gesture of helping China, and intensified its activities in
north China. But this did not make British policymakers like Neville
Chamberlain abandon their appeasement policy towards Japan. In fact,
various factors affecting the Empire-Commonwealth system of Britain
in the mid-1930s assisted the continuation of this attitude.

4 The road to the Sino-Japanese war

The Empire-Commonwealth was increasingly threatened by the aggres-
sive stance of fascist Italy and nazi Germany in the mid-1930s. Italy
launched the invasion into Ethiopia in 1935 and succeeded in con-
quering it, and Germany started to remilitarize in 1935 and advanced
into the Rhineland in 1936, thus making clearer its determination to
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bury the Versailles system. If these two countries and Japan had acted at
the same time with the purpose of undermining the British Empire,
Britain would have faced a truly dangerous situation, as Sir Maurice
Hankey, the powerful Secretary of the Committee of Imperial Defence,
stated in June 1936:

For the British Empire at the present time the main issue is with
Germany. There are serious subsidiary issues with Japan and Italy –
both arising out of our commitments under the Covenant of the
League of Nations. All three countries are, by their systems of
Government and by economic need, potential aggressors . . . We must
at all costs avoid the simultaneous antagonism of Germany, Japan
and Italy, bearing ever in mind that the moment we become engaged
with any of the three, the other two are liable to see the opportunity
to realise their ambitions. So long as we keep the peace we hold the
balance of power – in our present weakness a precarious balance, but
as we grow stronger it may become decisive.29

British foreign policy in the mid-1930s was much influenced by such a
consideration, and various attempts were made to avoid confrontation
with those so-called ‘have-not powers’. The Hoare–Laval plan during
the Ethiopian war was the most blatant example of the British appease-
ment policy towards Italy, and it should also be noted that after 1936
serious discussion was started about the return of the African colonies
to Germany as a means to satisfy its desire for territorial expansion.30

British policy in east Asia should be placed in this international context.
In addition to this desire to lessen the simultaneous threat to the

British empire from without, the British policy of accommodation with
Japan was buttressed, if not overtly, by the impending fear about the cri-
sis within the empire. The disturbances in the West Indies, especially in
Jamaica between 1935 and 1938 and the Arab revolt which began in
1936 were the most notable examples. Not that these events directly
affected British policymaking on east Asia, but the critical atmosphere
in the empire provided a background against which various policies,
including those in east Asia, were formulated.

Nearer to the area under discussion, India was also unstable from the
British viewpoint. Even if the new India Act of 1935, which was a con-
sequence of the Round Table conference mentioned at the beginning of
this chapter, was, as is pointed out by Cain and Hopkins, the result of a
plan ‘for salvaging British finance on a raft of constitutional reform’,31

it nonetheless contributed very little to assuaging British anxiety about
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the future of Indian nationalism. One example of the supposed linkage
between British policy towards Japan and the situation in India can be
seen in a memorandum prepared by the British military (the Joint
Planning Sub-Committee) in May 1937:

It appears that the most dangerous economic consequence of the war
[with Japan] is likely to be the dislocation of the Indian trade . . . The
total effect of the war – losses, interference with supplies, trade and
financial dislocation, unemployment, and increase in prices, is not
likely to be such as would seriously affect the war endurance of a
White Dominion, but its effect on a very poor population, liable to
be exposed to subversive agitation, may be really serious in its polit-
ical reactions, and is likely to be turned to full account by agitators.32

In order to prevent the empire from being weakened both from without
and from within, the British government searched for the means of
rapprochement with Japan. The choice for these means, however, was
limited.

Given the important position of China in the wide imperial system of
Britain, it was inconceivable that Britain would renounce or reduce its
interests in China to satisfy Japan. On the contrary, the British eco-
nomic interest in China seems to have increased after the success of
Chinese currency reform. Especially after the autumn of 1936 those in
the British government who had stakes in east Asia started to have a
more sanguine view about the future of British interests in China. Frank
Ashton-Gwatkin, an economic expert at the Foreign Office remarked:
‘owing to hatred of Japan, Canton is ‘pro-British’ for the first time in a
hundred years’.33 Cherishing such an optimistic assumption, British
policymakers came to adopt a more favourable attitude to Chinese
demands for a new railway loan, to which Britain had until then reacted
negatively. And Sir Charles Addis of the Hongkong and Shanghai Bank,
who had long been involved in British economic and financial relations
with China, thought that the realization of the new loan made China
effectively ‘a member of the sterling area’.34

Under these circumstances, the British appeasement policy towards
Japan in the mid-1930s was still being pursued. What the author regards
as important at this stage is what can be called ‘economic appeasement’.
It centred on the proposed abolition of the import quota system in the
British empire, which had been laid down in 1934 to counter competi-
tion from Japanese goods, especially cotton products. Ashton-Gwatkin,
for one, expected that the abolition of the quota system would lead to
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an improvement in the political relationship between Britain and
Japan.35 Such a policy was actually recommended in the report of the
Interdepartmental Committee on Trade Policy at the beginning of June
1937, in which it was agreed that: ‘the government should inform the
Lancashire industry that they desire to see an arrangement made by
which the Colonial textile quotas are replaced by a voluntary restriction
of Japanese exports’.36

When this quota system was introduced owing to strong pressure
from the textile industries, severe criticism was voiced in some colonies,
where the poorest classes would be badly hit by the exclusion of cheap
Japanese goods.37 Neville Chamberlain himself showed a negative atti-
tude towards this policy.38 Since it was not too popular from the outset
and resulted in an increase in Japanese textile exports in the markets
outside the British colonies, this quota system was easily singled out as
a factor, the removal of which would soothe the Japanese discontent
and bring ‘moderate’ pro-British elements in Japan to a more friendly
position towards Britain.39

As a matter of fact, in the first half of 1937 there appeared in Japan a
tendency that seemed to justify such optimism on the British side. The
diplomacy pursued by Naotake Sato, Foreign Minister in the cabinet
headed by Senjuro Hayashi, has been evaluated by some historians as
the one which had the greatest prospect of changing the course of
events leading to the Asia-Pacific war, especially as it corresponded with
a new and conciliatory attitude towards China on the part of the
Japanese military.40 Facing the increasing tendency towards domestic
unity in China after the Sian Incident of December 1936, the Japanese
army and navy started to modify their China policies. The basic policy
document, ‘Policies to be executed towards China’, adopted in April
1937, reflected this new policy orientation. Whereas the earlier version
of this policy document in the previous year stressed the creation of a
Japanese sphere of influence in north China, this new version stated
clearly that ‘no political attempt should be made which aims at the
creation of a separate sphere in north China’.41 And another policy
document which was adopted at the same time gave importance to
economic developments in north China and to co-operation in this
field with Britain and the United States.42

It seemed that such a change in Japanese attitude, if realized in actual
policies, would have opened a way towards Anglo-Japanese co-
operation in the manner which British policymakers like Chamberlain
desired: a state in which Britain would maintain and even, if conditions
permitted, expand its interests in China while securing a friendly rela-
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tionship with Japan. But the ‘Sato diplomacy’ had too short a life to be
actually tested, and the outbreak of the Sino-Japanese War on 7 July
1937 deprived such a scenario of the prospect of implementation.

On 5 July 1937, the Japanese Ambassador in China, Shigeru Kawagoe,
sent a despatch, arguing that, in view of the strong possibility of a new
British loan to China, Japan should co-operate with Britain in financial
assistance to China. If Japan stood aside and allowed Britain to go ahead
alone, ‘not only Chinese finance but the whole of China itself would
come under British (or international) control’, and at the same time,
given the international situation, it would be difficult to use force in
China to prevent the realization of the loan. Kawagoe thus recom-
mended that Japan should join Britain in providing China with a loan
and that this should be made a turning point for ‘bringing about a great
change in Japan’s China policy’.43 It is remarkable that this proposal was
made only two days before the outbreak of the Sino-Japanese War.
Though it is a very big ‘if’, if Japan had had enough leeway to think
seriously about such a proposal, Anglo-Japanese relations and inter-
national relations in east Asia might have followed a different course.
But voices like Kawagoe’s were soon drowned out in the battle cry, and
a prolonged war in China, which ultimately led to the Asia-Pacific War,
came to dominate the east Asian international scene.

5 The eclipse of the British Empire

Though the British desire to reconstruct the Empire-Commonwealth
system in east Asia did not dissipate after the Sino-Japanese War started,
the room for British initiative in this part of the world did diminish
greatly. It became increasingly clear during the course of the Sino-
Japanese War that Britain had to follow the lead of the United States,
which was emerging as the successor to Britain as the hegemonic power
in Asia.

To put the subsequent development briefly, British interests in
China, which British leaders such as Chamberlain wanted to preserve
through imperialistic co-operation with Japan, were infringed by the
Sino-Japanese War, and the prestige of Britain as the greatest imperial
power was shattered by the swift defeat of its forces in Malaya and
Singapore in the initial phase of the Asia-Pacific War. And, not-
withstanding the true intention of the Japanese,44 the nationalist
movements in the British empire gained momentum as the result of
the Asia-Pacific War, paving the roads to independence in various parts
in Asia.
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It is true that, as Cain and Hopkins maintain in British Imperialism
1688–2000, ‘the outbreak of World War II did not mark the end of
Britain’s long history of imperial expansion’.45 But, when the world
plunged into the Second World War, the future of the empire was clearly
doomed, and, from this perspective, the period from 1931 to 1937 can
be regarded as the last one during which Britain could manoeuvre to
reorganize the imperialist international order in east Asia, where Britain
had long played the central role.
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10
British Imperialism, the City
of London and Global
Industrialization1

Kaoru Sugihara

1 Introduction

The concept of ‘gentlemanly capitalism’, a term that was coined by
P.J. Cain and A.G. Hopkins to characterize the nature of British capitalism,
has been at the centre of scholarly debate for some time. In British
Imperialism, first published in two volumes in 1993 (the second edition
was published in a single volume in 2001, with foreword and after-
word), the authors have attempted to provide a comprehensive analysis
of the history of British imperialism. It is based on the reading of a vast
amount of secondary literature, covering three centuries and key British
colonies and spheres of influence, and deals with a number of major
issues on modern British history. Naturally, many empirical and
methodological points have been taken up and debated by British
and imperial historians since its publication. However, the themes and
issues involved are so wide-ranging that there is room for further
discussion on possible thematic links with various literatures which
neither authors nor critics have so far considered.

This chapter outlines how the gentlemanly capitalism debate has
blended with recent Japanese-language literature on modern Asian
international economic history. The latter is over twenty years old,2 and
part of it is now available in English.3 This literature tries to account for
the growth of intra-Asian trade and Japanese industrialization since the
late nineteenth century, and asks how and why they became possible
under the international order dominated by the Western powers, par-
ticularly Britain, while similar developments did not occur in the rest
of the non-European world. It is concerned with the identification of
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Asian merchants and manufacturers, as well as the independent gov-
ernments that backed them, who carried out the modernization of
Asian economies. It discusses the historical links of East Asia’s industri-
alization both with Japanese aggression in the 1930s and early 1940s,
and with postwar East Asian economic growth. The contention of this
chapter is that these two streams of literature could be fruitfully tied
together, to help formulate a broader vision of the history of the devel-
opment of the capitalist world economy. Put another way, the chapter
attempts to locate both the role of British imperialism and the City
of London in the wider context of the development of the capitalist
world economy, from which East Asia eventually emerged as its vital
component.

Going back to Cain and Hopkins, there are two main arguments run-
ning through their narrative. The first concerns the motivations behind
British expansion. In contrast to the emphasis of mainstream political
historians on the role of local conflicts in the periphery, the authors
argue that the driving force behind the expansion came from the eco-
nomic interests in the metropole, particularly of the landlord elites in
the earlier period, and of the financial and service interests centring
around the City of London after 1850.

The second argument relates to a critique of the literature, which
emphasizes British decline since the late nineteenth century. The authors
argue that most literature on British history assumes that, as British
manufacturing competitiveness declined, so did British hegemony in the
international economic and political order. In fact, Britain’s power
actually increased well into the twentieth century, first absolutely,
and after the First World War relative to other powers, because of her
financial and service sector supremacy. The target of this critique is
primarily Marxist literature, but it also includes any writings which tend
to directly associate industrial strength with political hegemony.

The authors substantiate these historical arguments both by showing
landed elites’ (and later financial and service sector interests’) domi-
nance in the political and economic decision-making process in the
southern counties in Britain, and by demonstrating their significance in
accounting for British expansion abroad. The close connections
between Whitehall and the City, their maintenance of the culture of
‘gentlemanly capitalism’, and the role of public school networks in
sustaining this culture are emphasized, while the British government’s
willingness to give up the protection of Lancashire and other manu-
facturing interests whenever these came into conflict with the interests
of the City is highlighted.
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Thus, as far as the period after 1850 is concerned,4 this study is
essentially a history of British imperialism from the perspective of the
City. Its strength is that the authors make their case through academic
arguments and the use of historical evidence, rather than by identifying
themselves with the value standard of gentlemanly capitalism. In fact
their stance often comes close to that of J.A. Hobson, one of the most
profound critics of British imperialism. They bring out both positive
and negative attributes associated with service sector orientation. There
is no doubt that the two central ideas are important arguments, and are
likely to make a lasting impact on literature.

The weakness of their approach lies in the fact that its scope of analy-
sis is largely limited to the perspective of the City. As a result, in spite of
its vast coverage of the history of the non-European world, it does not
explicitly address the question of how to locate the achievements and
failures of City-centred British capitalism in the wider context of the
development of the capitalist world economy. It seems to me that, the
authors’ interest in linking their thesis to industrial development
notwithstanding, the fundamental significance of global industrializa-
tion for the long-term survival and vitality of the City is insufficiently
developed in their narrative. This, in turn, affects their interpretation of
the relative strength of British imperialism. In what follows, I shall try
to explore these points from the perspective of modern Asian inter-
national economic history, and suggest ways in which to assess British
contributions to global history.

2 The role of the financial and service sectors in global
industrialization

As stated above, one of the main targets of the authors’ attack is the
straightforward association frequently made between the rise and rela-
tive decline of industrial capitalism, and economic and political
strength. I would like to begin by confirming that this association has
also been largely accepted in the works on modern Asian economic his-
tory (roughly from 1850 to 1945), at least until very recently. Firstly,
Britain was seen to be the superpower which colonized many South and
Southeast Asian countries, forced the East Asian doors open in the nine-
teenth century, and introduced an entirely new set of technologies and
organizations to the region.5 Secondly, Britain has been regarded as a
model which countries like Japan attempted to emulate, or a target
against which anti-Western nationalist sentiments were aimed. In many
writings, the British experience was assumed to be a typical example of



capitalist development, and this perception played an important role in
the understanding of the nature of capitalist development in East Asia.6

If such a ‘British model’ was inaccurately conceived, and the British
case was in fact best described as ‘gentlemanly capitalism’ rather than
all-powerful industrial capitalism, then it helps us to understand that
there could be a strong element of complementarity between the British
service sector interests and Japanese industrial ambitions. In Japanese
historiography, emphasis had been traditionally placed on the signifi-
cance of imports of British textiles to Japan for the fate of Japanese
hand-spinners and hand-weavers, or, for the later period, of Japanese
competition for the fate of British textile manufacturers. In other words,
the two countries had been seen to be competing with each
other. Essentially the same observation can be made with regard to the
historiography of other Asian countries such as China and India.
Britain’s stake in financial and service sector activities in East Asia was
not fully considered, although, with regard to India, a large stake in
British investment was directly associated with colonial rule. However,
British consular reports viewed Japan’s industrial development as
something which Britain should welcome, because it would enable her
to export capital, textile and other machinery to Japan.7 Moreover, as
Cain and Hopkins suggest, British interests in China during the
nineteenth century were heavily oriented towards financial and service
activities. Such British attitudes, in turn, provided an environment in
which Japan was able to pursue her industrial ambitions and export
promotions. During the early twentieth century, the balance of power
between British interests and Asian economic forces gradually shifted in
favour of the latter, and the former became increasingly dependent on
the growth of intra-Asian trade which was largely generated by the
industrial growth of Japan and other Asian countries, and the networks
of Chinese and Indian merchants.8 Since Cain and Hopkins’s picture
of British imperialism places a new emphasis on Britain’s service sector
interests and its persistence throughout the period in question, it
fits better than the old model in accounting for Asian economic
development under the British-dominated international order between
the 1880s and the 1930s. Their approach enables Asian economic
historians to better appreciate the crucial role that Britain played. The
British presence was a declining but positive force behind modern Asian
economic development.

However, Cain and Hopkins concentrate on accounting for the moti-
vations behind the British presence in Asia, and do not go beyond
discussing direct gains and losses from that presence. While the British
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presence was instrumental in stimulating industrialization in East Asia,
the process of industrialization was actually carried out by East Asians
themselves, without accepting full British supremacy. The reason why
the City’s political influence continued was that East Asia emulated
industrial technology rather more quickly than it was able to upgrade
its capacity to conduct a large flow of international capital. It was easier
for East Asia to imitate the former because it was easier to separate
industrial technology from European culture, while, as Cain and
Hopkins demonstrate, London’s global financial supremacy was based
on the accumulation of knowledge and experience which was much
more culture-specific. We shall return to this point later, but it is import-
ant to recognize here that this particular kind of ‘division of labour’ was
found to be acceptable to both sides.9

Why did East Asia fail to establish an alternative financial centre for
the growth of intra-Asian trade between 1850 and 1945? In fact a num-
ber of such plans were contemplated, especially during the First World
War and also in the 1930s.10 Moreover, Hong Kong and Singapore had
functioned as sub-centres of international financial transactions to
some extent, for most of the period under review. Nevertheless, unlike
Britain, Japan as Asia’s first industrial nation did not opt for service sec-
tor specialization. She did not try to imitate this aspect of the ‘British
model’, for gentlemanly capitalism did not ideologically embrace a
comprehensive set of capitalist development options, and did not suit
Japan’s national purpose, which was to become an internationally com-
petitive industrial power. This Japanese choice had an important impli-
cation for the fate of the City, insofar as it represented a more general
trend in which late-developers could exploit other developmental
options. The City survived by adapting and finding a new role in the
world economy, and, as the authors emphasized, even strengthened its
relative position vis-à-vis other financial centres. Paradoxically, it did so
by increasingly exposing the partial nature of its interests in global
industrialization, and the City increasingly came to depend on the
global diffusion of industrialization.

By the 1930s, it became apparent that it was Japan, not the City, that
was putting Lancashire into trouble. It was the strength of East Asian
industrialization, not the strength of the City, that sustained the tacit
alliance between them. The nature of local British politics (which
occupy a central place in the discussion of the strength of the City in
the Cain and Hopkins narrative), such as the disproportionate influence
of the southern counties, cannot fully explain the strength of the City.
It was the complementarity between the City and the manufacturing
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interests in other industrializing countries that enabled the City to
dominate British politics. In other words, international relations shifted
the balance of British domestic politics in a significant way.

It seems to me that essentially the same point could be made with
regard to the history of the relationships between the City, and the
industrial economies of Continental Europe and the United States.11

Once these late-developer countries had acquired international manu-
facturing competitiveness, there emerged the possibility of an inter-
national division of labour where Britain specialized in financial and
service sectors, while industrial Europe and the United States specialized
in manufacturing. It is important to view this shifting balance of power
between the City, and Continental Europe and the United States during
the first half of this century, not just as a process generated by the rising
industrial powers, but as a result of the pursuit of financial and service
sector supremacy by Britain. She was to remain the centre of the
multilateral patterns of world trade and international capital flows,
as well as the centre of the system of the international gold standard.
The expectation was that international adjustments between major
powers could occur smoothly for mutual gain. This can be contrasted
with the conclusion of Lenin who, while recognizing the importance of
coalitions between major powers, regarded imperialist power struggles
and war as inevitable. A general point is that, while the authors examine
the City’s economic strengths, together with Britain’s political
strengths, from the perspective of national and imperial history, it is in
the last analysis impossible to accurately assess these strengths without
locating them in the development of the capitalist world economy.

3 The City, colonialism and East Asia’s industrialization

In the period under consideration there was no international political
organization to regulate the diffusion of industrialization, so what
necessitated the rest of the world to co-operate with the City? The City
offered an institutional mechanism through which all the countries,
dominions and colonies of the world were rated in terms of risk pre-
miums and the degree of conformity to the liberal regime of free trade
and free movement of capital. To qualify for such a role, openness
and fluidity had to be combined with trustworthy institutions and
respectable values. Gentlemanly capitalism was as much a product of
this requirement as a force which shaped it. The capitalist world econ-
omy needed something like this, to ensure that the process of industri-
alization – which was dictated by different ecological, cultural and other
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factor endowments – was diffused smoothly through international com-
petition. It was important that the City, and by implication Britain to
some extent, acted as if they were outside this industrial competition.
The City was in a position to benefit from the growth of world output
and trade no matter who the winners were, so it should have been
impartial to the competition. On the one hand, this accounts for the
uniqueness and irreproducibility of gentlemanly capitalism. The core
attributes of this function cannot and should not be copied, although
smaller centres (such as Hong Kong) could and should serve as sub-
centres of the London-centred international networks. At the same
time, this understanding of the role of the City of London explains why
a purely national perspective does not work in assessing its strength.

Thus, from the perspective of the City, any action that violated this
liberal regime, such as the protection of home industry, was to be effect-
ively resisted, if necessary, with the use of threats or force. Naturally,
some industries felt that they were being victimized, and the victims
included British industries, sometimes even important ones such as the
Lancashire cotton textile industry. J.A. Hobson’s internationalism was
consistent with such a view. At the same time, Hobson was also an inter-
ventionist, whenever a fair rule or an institutional framework was miss-
ing or under threat. This made him not only a leading liberal social
reformer at home, but a profound critic of British imperialism abroad.
His picture of Western imperialism in Asia highlights the limitations of
Western officials’ understanding of local languages, cultures and insti-
tutions, hence how difficult it is to argue the success of colonial rule in
the first place.

By contrast, Cain and Hopkins offer a more rigorous narrative on how
strongly the interests of the City were represented in British policy in
India and China. That they were more strongly represented than the
interests of Lancashire from the very early stages of the nineteenth cen-
tury, and that this service sector orientation persisted right down to the
late 1930s are both important insights. But the authors do not appear to
consider the changes in the global effects of this orientation upon the
strength of the British empire as fundamental to their study. Once
again, they only make links between British colonial policy and the City
within the perspective of national and imperial history.

If their argument holds, however, it seems to me that this orientation
must have increasingly weakened both British rule in India, and British
influence in Asia generally, as a result of global industrialization. During
most of the nineteenth century, the complementarity between British
policy and Asia’s industrialization worked well for Britain and there was
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little or no contradiction between service sector orientation and
colonial rule. However, in 1893 the rupee was linked to gold via sterling,
primarily to secure the value of British investment and the personal
income of British officials in India. This artificial raising of the value of
the rupee severely damaged India’s position in Asian trade and the
Asian monetary system which was based on silver. Japan was the chief
beneficiary of this, rapidly capturing the vital part of the Chinese cot-
ton yarn market that was previously dominated by Indian yarn. The
large amount of British investment worked against colonial develop-
ment in this respect.12 During the interwar period Britain continued to
discourage India’s industrialization by keeping the value of the rupee
consistently high. In the 1930s, the drastic devaluation of the yen was
a vital element in Japan’s industrial recovery,13 while Britain retained
the policy of protecting investors’ interests and allowed Japanese indus-
trial goods to penetrate into imperial markets.14 In this respect, Japan’s
industrialization and British service sector orientation in the colonies
reinforced each other. Together, they weakened Britain’s political and
economic grip on the empire, by causing abandonment of the effort to
implement an overall developmental strategy. This indirectly helped
the nationalist cause in Asia, albeit unintentionally. In the 1930s, faced
with the Great Depression and the collapse of world trade, gentlemanly
capitalism became increasingly reliant on the protected environment of
the British empire. It was precisely at that point that the identification
of the interests of the City with the empire had to be seriously quali-
fied,15 and by the early 1940s it had to be abandoned, partly because of
the changes in Asian international politics and partly due to the pres-
sure for decolonization from the United States.16 While Cain and
Hopkins are right in arguing that British hegemony in the international
order did not decline as fast as Britain’s manufacturing competitiveness,
it did decline against the growth of initiatives of industrial economies.
Service sector interests came to be exposed to political negotiations with
industrial economies, without the backing of the empire.

In fact Cain and Hopkins have also noted that ‘the City assisted the
growth of manufacturing within and beyond the empire in ways that in
the long run contributed to the process of decolonization’, and empha-
sized ‘the importance of the 1930s as a turning point in this regard’.17

They rightly remind us of their contribution to our understanding of
these links, especially with regard to the dominions. I am making a
further point here that the City’s contribution to the growth of manu-
facturing, when considered from the point of view of the growth of
the Asian regional economy, tended to be greater outside the empire
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than inside it, and that this paradoxical tendency at the regional level
made the association of the interests of the City with the protection of
the empire much more difficult than otherwise.

On the other hand, Britain succeeded in maintaining her international
position, by making sterling the key currency after she abandoned the
gold standard in 1931. Admittedly, this was made possible by various
imperial devices, such as replacing the gold reserves of colonies and
dominions by sterling and keeping them in London. But its effect was
worldwide, going well beyond the confines of the formal and informal
empire, as sterling became the first currency that was accepted by many
independent countries of the world, without the guarantee of it being
exchanged for gold. The ‘sterling area’, by which I mean an area in which
the value of the local currency was linked to sterling,18 extended well
beyond the tariff protection set out under the Ottawa agreement of 1932.
It was not just Scandinavia and many other smaller countries that linked
the value of their currencies to sterling. After 1933, the United States
agreed to link the value of the dollar as well, as a result of which the two
currencies effectively replaced gold by acting as the standard of value
against which the value of a number of other currencies was measured.

East Asia was no exception. After abandoning the gold standard in
1931 and sharply devaluing the yen, Japan decided to link its currency
to sterling in 1932, in the hope of stabilizing its value. Although she
continued her effort to expand the ‘yen bloc’ in the continent, the
majority of Japanese trade was conducted with countries outside the
bloc. So, the stabilization of the currency was vital to the procurement
of raw material and fuel from abroad, needed for rapid industrialization,
territorial expansion and the preparation of war. To the extent that the
international confidence of the yen now depended on its linkage to
sterling, not to gold, the entire yen bloc can be said to have belonged to
the ‘sterling area’.19 Thus the more the yen bloc expanded, the greater
became the influence of sterling and the sterling-linked international
monetary system on East Asia. Meanwhile, the Chinese currency also
came to be linked to sterling in 1935, as a result of the currency reform
implemented by the nationalist government with the co-operation of
Britain. Since the Chinese currency was originally linked to silver and
had been heavily devalued against gold before 1931, this linkage also
meant that the Chinese government opted for devaluation, to carry out
import-substitution industrialization. Thus during the brief period from
1935 to 1938, nearly all of the East Asian economies were linked to
sterling at a heavily devalued rate. As a result, the exchange rate
between yen and yuan was more or less completely stabilized.
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On the one hand, this suited East Asia whose priority was industrial-
ization and the need to restrict imports of industrial goods from the
West and export their own to other developing countries. At the same
time, it enabled both Japan and China to issue a large amount of yen-
or yuan-denominated notes at home and in the colonies, the sphere of
influence and disputed areas, not backed by gold or silver but linked to
sterling via the central government. This was a much more acceptable
solution for Britain than either the French-led gold bloc or the German-
led mark bloc, as it helped avoid the worsening of the liquidity trap felt
worldwide since 1929, while simultaneously maintaining the trade
between East Asia and the rest of the world at a reasonable level.
Devaluation was tolerated, as the Western stake in investment in East
Asia was not as important as in their colonies in South and Southeast
Asia. In spite of the ‘currency war’ and the effects of the Sino-Japanese
War itself, which began in 1937, the value of the Chinese currency did
not collapse before the second quarter of 1938. The final blow to the
sterling-linked East Asian monetary regime came when the Second
World War began in Europe in 1939 and the value of sterling collapsed,
after which the yen bloc was rapidly transformed into a regional
autarky, rather similar to the mark bloc in Europe.20

An important result of the region’s linkage with sterling for much of
the 1930s, was that intra-Asian trade became progressively concentrated
on East Asia, while the share of colonies of the Western powers in South
and Southeast Asia diminished. Thus, as far as Asia is concerned, the
vitality of the City became more and more dependent on the industri-
alization of East Asia, rather than on the resources of the British empire.
Yet by this time Britain’s military and political muscle was no longer
strong enough to contain Japan. Faced with a fight for survival as the
world’s major financial centre, that is, the need to find a ‘new role’ in
global development, the City by the late 1930s had no choice but to
support the British government’s appeasement policy towards Japan, in
spite of its moral and political sympathy with China. In British Malaya,
overseas Chinese remittances to mainland China, which were sent in
order to support national resistance against Japan, were discouraged by
the colonial government which disliked the flow of monetary resources
from the empire. The British service sector orientation effectively ended
up supporting Japanese aggression.21 It was surely an act against the
principle of Hobson’s internationalism.

Looking at the changes in the structure of the capitalist world econ-
omy in the interwar period as a whole, however, the presence of an
international regime of free trade and capital flows centred around
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London was crucial in promoting East Asia’s industrialization by mak-
ing the Western technology available to the region. It was the City, not
those manufacturers who carried out national industrial advance in the
West, that made this technology transfer internationally acceptable and
politically possible. It was gentlemanly capitalism, not national eco-
nomic interests, that helped the global diffusion of industrialization.

4 Decolonization, the Cold War regime and postwar East
Asian growth

After the Second World War, Britain tried to regain her position as
imperialist power, and the City of London attempted to restore the
sterling area and maintain the status of sterling as an international
currency. By the late 1950s, however, with decolonization and Britain’s
relative economic decline, the restoration of the prewar order clearly
became unrealistic. The City was to find a new role in the global
development now led by the United States. In fact this hegemonic shift
occurred in close interaction with another major development – the
emergence of the Cold War regime.

In East Asia, the communist revolution in China and the outbreak of
the Korean War reinforced the American ‘reverse course’ policy towards
Japan, that is, to rehabilitate, rather than destroy, Japanese industrial
power and use it to counter the penetration of socialist forces in the
region. Thus during the 1950s and 1960s Japan successfully negotiated
to become a full member of GATT, in order to benefit from the emerging
liberal regime of international trade backed by the United States. In spite
of political difficulties arising from the self-inflicted consequences of the
Asia-Pacific War, Japan was able to import raw materials and fuel from all
over the world, and export labour-intensive industrial goods, especially
to the United States and other Asian countries, so that she could carry
out economic modernizations at home. A new international division
of labour gradually emerged where the United States specialized in
capital- and resource-intensive industries and Japan (and later other East
Asian countries) specialized in labour-intensive and resource-saving
industries. The former industries were often military-related, for
example, military, space, aircraft and petrochemical industries, while the
latter concentrated on the production of non-military, mass consumer
goods. As far as the trade between the West and the rest of the world is
concerned, this is a fundamentally different kind of division of labour
from the one which operated since the industrial revolution in the early
nineteenth century. Under the imperialist order dominated by Britain,
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the rest of the world was to provide primary products to the Western
metropole. Now the nature of complementarity became more
interindustrial and much less hierarchical.

As stated above, it was East Asia’s industrialization between the wars,
especially during the 1930s, that prepared this shift in the patterns of
world production and trade. It was at that point that East Asia as a
region began to industrialize, with the full use of Western technology.
For the first time, a regional and substantially autonomous industrial-
ization, involving hundreds of millions of people, occurred outside
Europe. After the war, labour-intensive industrial goods began to be
exported from East Asia back to the West, first in the form of textiles
and sundries, then in consumer electrical goods, bikes and small cars. It
is worth noting that from the early postwar period both competition
and co-operation among Asian countries played a vital role in the
growth of reverse industrial exports. By the 1960s and 1970s there was
fierce competition among East and Southeast Asian exporters in the
Western market of cheap mass consumer goods. Thus, if the exports of
Japanese textiles were subjected to voluntary restrictions in the
American market, it tended to give Hong Kong’s textile exporters, rather
than the domestic manufacturers, a chance to capture a slice of
that market. There was also co-operation. For example, an ‘East Asian
textile complex’, made up of Japanese man-made cloth manufacturers,
Taiwanese weavers, Hong Kong apparel manufacturers and Japanese
trading companies, combined Japanese technology, Taiwanese cheap
labour, Hong Kong’s designer skills and Japanese capital and organiza-
tional abilities, and emerged as a formidable competitor in the interna-
tional market. As the Cold War turned to ‘long peace’ and the demand
for mass consumer goods grew much faster than military-related needs,
the rate of economic growth of East Asian countries became higher than
that of the West. By the 1980s, the quality of Japanese manufactured
goods matched that of its American counterparts, and the Pacific
became the focus of international competition in high-technology
goods. The high-growth segments of the mass consumer market, includ-
ing some top quality range, also shifted from the United States to East
Asia around this time. By then the majority of world trade was being
conducted across the Pacific Ocean, and the centuries-old pre-eminence
of the Atlantic in world trade, on which the centrality of the City of
London depended, had been lost.22

The growth of competitive financial and service sectors was crucial for
this rise of the Asia-Pacific economy. For much of the postwar period,
both Hong Kong and Singapore played an important role in facilitating
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the recovery and growth of intra-Asian, as well as Pacific, trade and
flows of capital. Hong Kong in particular acted as an international
centre of trade, finance and services by fully committing itself to the
principle of free trade, while remaining a British colony till 1997. Under
the international environment of surging nationalism and the Cold
War divide, Hong Kong was a crucial counter-force, which neither retal-
iated strongly against any protectionist actions by its trading partners
nor was completely closed to communist China. By offering its neigh-
bouring countries entrepôt facilities and human networks, Hong Kong
undoubtedly helped unite Asia’s national economies and connect them
with the United States through trade, capital, and information and
technology flows. East Asian growth economies thus enjoyed both a
committed industrial policy at home and an easy access to fast-growing
regional and American markets. In this way, Hong Kong contributed to
the dynamic growth of the Asia-Pacific economy. It should be possible
to acknowledge this largely unintended consequence of global signifi-
cance, without entering into the debate on the political assessment of
British rule there. While its entrepreneurial strength largely came from
Chinese merchants and manufacturers (many Shanghai capitalists
migrated south to blend with overseas Chinese in Southeast Asia with
traditional commercial skills), its institutional setting was unmistakably
British, heavily modelled on gentlemanly capitalism. The peculiar rela-
tionship between manufacturing, and finance and services was thus
transferred to East Asia, to form the heart of its economic success.

Furthermore, there must have been many other international centres
of finance and services, which encouraged the growth of manufacturing
in the Asia-Pacific region. We need to identify these shifting sets of
international apparatus, including indeed part of the activities of the
City of London, at each stage of its development. In the most recent
past, that is, after the collapse of the Cold War regime, it became clear
that the United States came to specialize further in the financial sector,
thus creating a new sense of complementarity with East Asian
manufacturing interests. In some respects, the ‘Wall Street–Treasury
Complex’ replaced the old ‘Military–Industrial Complex’.23 Thus the
nature of complementarity between the United States and East Asia
somewhat shifted, from the division of labour between capital-intensive
and labour-intensive industries, to the one similar to the relationship
between the City and late-developer industrial economies. The peculiar
relationship, identified here as the Cain and Hopkins perspective, has
arguably survived the hegemonic shift, and has remained a central
device for the development of the capitalist world economy to this day.
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5 Implications for global history

One of the main issues on global history in recent years has been the
assessment of the ‘East Asian miracle’ and its historical roots. Many
writers, including myself, have argued that there was in fact an East
Asian pattern of economic development, which has its own roots going
back at least to the sixteenth century.24 While some writers were
inclined to play down the significance of the Western impact during the
nineteenth century altogether,25 others such as Gunder Frank suggested
that Western dominance was a divergence from the general pattern of
East Asia-centred global history for the last six thousand years, for a
‘brief’ period of a few centuries.26

I have instead argued for the significance of the industrial revolution
in Britain for the modernization of the Asian economies, though in a
different way from that expressed by the more Eurocentric writers.
Japan’s industrialization since the late nineteenth century occurred, not
through a straightforward application of Western technology, but as a
result of its extensive adaptation to an environment where land was
extremely scarce and labour abundant. This adaptation helped develop
the international competitiveness of some Japanese industries, the
technological and institutional path of which assumed strong labour-
intensive and resource-saving bias. It is inappropriate to view this
process simply in terms of ‘catching up’ with the West, as it was simultan-
eously an effort to find a new pattern of complementarity in the growth
of the capitalist world economy.

On the European history front, The Great Divergence by Kenneth
Pomeranz has recently put forward a perspective, which corresponds to
mine in a number of respects.27 Pomeranz acknowledges the
significance of the industrial revolution, but argues that it occurred,
not as a natural outgrowth of earlier technological and institutional
developments in Western Europe, but as a result of two highly
contingent factors that were available to England and some other
regions of Western Europe, namely the availability of cheap, good
quality coal in or near proto-industrial regions, and an access to vast
natural resources in the new continents, especially North America. An
implication of this argument is that the more general pattern of
economic development based on the growth of the market, commer-
cialization of agriculture and proto-industrialization, was in fact
present not just in Western Europe but in several parts of the world
before 1800, and that the growth of the Atlantic economy, with the
heavy use of fossil fuel and other natural resources, was a ‘great
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divergence’ from this general trend. It is certainly the case that until
recently, industrialization was associated with the development of
capital- and resource-intensive technology, the use of which was
highly contingent upon their availability. The intrinsic value of labour-
intensive and resource-saving technology for the steadier and wider
diffusion of industrialization has not been the focus of study.

Yet the majority of the world population in manufacturing has clearly
been engaged in those industries which belong to the latter category
over the last one hundred and fifty years. The East Asian experience
amply demonstrates this; so much so that it is impossible to understand
why Japan, and later other Asian countries, industrialized at all, without
appreciating the region’s strong focus on labour-intensive, and more
recently human capital-intensive, technology. The region was generally
land-scarce and labour-abundant, so the direction of technological
development tended towards more labour-intensive and less resource-
using, before the Second World War (with or without the Japanese
influence). East Asia was ‘allowed’ to industrialize under the dominance
of the Western powers because it found a Ricardian justification vis-à-vis
the West, to carry out industrialization. After the war, on the basis of the
differences in factor endowments between the resource-rich West
(which was released from the constraints of land and other natural
resources by the growth of the Atlantic economy) and the resource-poor
East Asia, the new international division of labour sketched above
emerged as a main pattern of global development.28

After the 1960s high economic growth gradually pushed up the
Asian wage level, first in Japan and then in the NIEs, encouraging
labour-intensive industry based on low-wage labour to move further to
ASEAN, China and other developing countries. An important result of
this ‘flying geese pattern of economic development’ was a massive
absorption of low-wage labour in China (and India and elsewhere) into
the industrial sector directly connected to the world market. The textile
industries of China and India today are by far the single largest
providers of industrial employment in the world. The global diffusion
of industrialization has finally reached the world’s largest reservoirs of
‘unlimited supplies of labour’.

It seems to me that there is room for enriching this ongoing story of
the growth of the Asia-Pacific economy by incorporating the Cain and
Hopkins perspective into it. One of the less explicit agendas behind their
work has been the historical reassessment of the industrial revolution in
Britain in the light of the dominance of landed elites and the vital role
of financial and service sectors in the first half of the nineteenth
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century. Their argument calls for a revision of our understanding of
industrialization, because they imply that the first industrial revolution
was already dependent on the political forces linked to the economic inter-
ests outside manufacturing, which created a framework of ‘imperialism
of free trade’ and promoted the growth of the international division of
labour.29 More generally, the Cain and Hopkins perspective encourages
us to focus on a link between manufacturing, and finance and services
as a central element of the development of capitalism. If Pomeranz tried
to isolate the Atlantic bias from our understanding of industrialization
in order to grasp the more general pattern of economic development,
Cain and Hopkins have extracted the role of financial and service
sectors for the global diffusion of industrialization. They effectively
identified the necessity of these sectors for economic development in
general.

Since the late nineteenth century, therefore, there emerged an add-
itional international division of labour between manufacturing as a
whole, and finance and services, which ensured complementarity
between the City of London and industrial economies such as Germany
and Japan. Looking at it from the perspective of the non-European
world, the essence of ‘Western impact’ was not just the introduction of
manufacturing technology, but a combination of that and the
availability of international financial capital and services. In other
words, the City of London acted as a vital facilitator of technological
transfer from the West to East Asia (and eventually to the rest of the
world), enabling the global diffusion of industrialization to take place.
Insofar as the City’s financiers globalized faster and in many ways
negotiated with politics more closely than the manufacturers
themselves, they were at the frontier of globalization. Gentlemanly
capitalism, with emphasis on openness and respectability, pushed this
trend forward. In the last analysis, however, it was the global diffusion
of industrialization that penetrated into different civilizations and
changed the shape of the modern world. From the perspective of global
history, the deepest impact of the City of London lay in demonstrating
its facilitator role in that great transformation, more clearly than had
ever been imagined.
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11
The Peculiarities of British
Capitalism: Imperialism and
World Development1

Peter Cain and A.G. Hopkins

The response to British Imperialism since it was first published in two
volumes in 1993 has greatly exceeded our expectations. The books were
widely reviewed at the time, and the interpretation they put forward,
based on the concept of gentlemanly capitalism, has been extensively
discussed subsequently, not only in Britain but also elsewhere in
Europe, in the United States and in Asia. We have responded to many
of these comments and criticisms in the Foreword of the new, one-
volume edition of British Imperialism.2 The publication of the present
book, which is the second collection of essays devoted to our work on
gentlemanly capitalism and British imperialism, shows that this interest
remains strong.3 We are immensely grateful to the ten authors repre-
sented here for giving their time and energy to the project. One of
them, Shigeru Akita, deserves a special mention. He was the chief organ-
izer of the conference in Osaka from which this book springs, and he
has edited the essays with great skill and boundless energy.

Two of the chapters examine the idea of gentlemanly capitalism itself.
Bowen finds not only that it flourished in eighteenth-century Britain
but also that it developed simultaneously in the American colonies
before the Revolution. Krozewski accepts that gentlemanly capitalism
was highly influential in the nineteenth century, but questions the
validity of the concept for the period after the Second World War.
Darwin bridges both these chapters by placing our interpretation of
Britain’s expansion overseas in the context of even broader inter-
national developments between 1830 and 1960. Phimister reappraises
our interpretation of the classic case of imperialist rivalries within this
period by focusing on the ‘scramble’ for Africa. Five of the nine chap-
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ters are concerned with (and originate in) East Asia. Shunhong’s paper
offers a wide-ranging critique of our arguments from a Chinese Marxist
standpoint. Petersson’s contribution complements Phimister’s by pla-
cing Britain’s role in the Edwardian ‘scramble’ for China in the context
of rivalries among the great powers at the turn of the twentieth century.
The remaining three essays concentrate on Britain’s policy and presence
in China and on her relationships with Japan. Sugihara looks at the
effects of gentlemanly capitalist economic policies on industrialization
in Asia; Akita and Kagotani pursue the same theme with reference to the
1930s and the evolution of the sterling area; Kibata supplements their
analysis by linking Britain’s policy in China to her relations with Japan
in the same period.

Between them, these nine essays provide fresh insight into the
modern age of European imperialism, whether by offering new evidence
or by extending current thinking. Each contribution merits careful
attention in its own right. But the larger picture has also to be kept in
mind; we shall offer some reflections on where the subject now stands
at the end of the commentary that follows.

I

The chapters by Huw Bowen and Gerold Krozewski are the two most
distant from each other in terms of chronology, but they have in com-
mon the fact that they both deal with periods that we were obliged to
present in a highly compressed fashion. What we hoped to do, in both
cases, was to show how our interpretation might be applied, while rec-
ognizing that we lacked sufficient space to unpack the argument and to
engage with the detailed literature. We are therefore especially grateful
to these contributors for pursuing our line of enquiry further than we
did ourselves and for considering whether it stands the test of the
detailed research that is now available.

Bowen’s essay bears out our view that a gentlemanly capitalist elite
emerged in the course of the eighteenth century. The definition of gen-
tility shifted as the social composition of the elite changed, and there
was a fierce debate (as there was in the nineteenth century too) between
those who were eager to open the door to social mobility and those who
were keen to keep it shut. Consequently, it was not always easy to know
who was a gentleman and who was not. But this problem does not
weaken the value of the term; it is rather an accurate reflection of the
fluid realities of the time.4 Bowen’s main interest, however, is less with
domestic history than with showing how the gentlemanly order
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extended its international reach as the century advanced and created
what might be termed ‘peripheral gentlemanly capitalism’. Our own
treatment of this theme, as Bowen points out, was truncated, and
studies by other historians tend to be confined to particular regions.
While Bowen takes most of his illustrations from the mainland
colonies, he also draws attention to the rise of a gentlemanly elite in
India, and his story could readily be expanded to include the West
Indies too. His analysis traces the ways in which the shared values and
life-styles associated with gentlemanly conduct at home took root
abroad and led eventually to the creation of new cosmopolitan elites.
The colonial gentry of America and India were never merely ‘carbon
copies’ of the originals, and indeed were coloured in various shades by
their local environment.5 Nevertheless, they resisted the ‘call of the
wild’ and they never lost the key to the codes of conduct that derived
from their metropolitan origins.

The extension of the gentlemanly elite overseas, as Bowen points out,
helped to shape the concept of empire and ultimately provided it with
a strong thread of unity. Ideas of empire that were diverse and shifting
in the early eighteenth century6 were consolidated and pinned down
during the era of war and revolution that ran from 1756 to 1815.7 The
role of the state has long been considered to be central to these devel-
opments. Eighteenth-century governments inherited and augmented a
battery of legislation to regulate external trade and shipping, and they
put in place a patronage system that was sufficiently large, visible and
objectionable to arouse vociferous opposition in the 1770s and 1780s.
However, the familiar and now rather dated picture of the mercantilist
state has been redrawn in recent years to emphasize its more positive
features.8 The military-fiscal state, as it is now seen, was an efficient tax-
gathering machine that funded the public investment needed to weld
the nation and promote overseas expansion. Taking the century as a
whole, ‘government and defence’ was probably the fastest growing
sector of the economy as well as being very considerable in absolute
terms.9 By 1815, Britain’s overseas trade, boosted by government invest-
ment in naval power and by strategic acquisitions, had shifted
decisively from Europe to the wider world. It is in this context that
British governments made determined efforts to increase their hold on
the mainland colonies after 1763, when the threat from France was
(temporarily) removed, on India in the 1760s and 1770s, when the East
India Company fell into financial difficulties, and on Australasia at the
close of the century, when opportunities for creating a dependent neo-
Europe arose.
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Without denying the significance of this revisionist view of the state,
Bowen’s analysis suggests that emphasis should also be placed on the
role of informal influences and the unofficial mind of imperialism in
the twin processes of nation-building at home and imperial expansion
abroad. Eighteenth-century governments were less able than their
successors in the nineteenth and twentieth centuries to translate inten-
tions into results, especially where their writ had to be carried to distant
lands overseas. Consequently, there was considerable scope for the
‘unofficial mind’ of imperialism to influence events during this period.
The eighteenth-century state was also more permeable than its succes-
sors: public and private interests joined hands through patronage and
found expression in the emerging empire, most notably in the East
India Company. The state was the executive arm, not of the bourgeoisie,
but of the gentlemanly elite, which straddled public and private spheres
with an ease born of long practice. Determining the relative importance
of state and private influences is therefore not just a matter of estab-
lishing an appropriate balance: it involves recognizing that the bound-
aries between social and self were far less distinct than they were to
become in the nineteenth century, when New Probity finally replaced
Old Corruption.

In making a case for the importance of private influences in creating
an empire that was both imagined and highly material, Bowen directs
our attention to questions that he himself was unable to pursue, though
there is space to speculate on only two of these here. The first concerns
the relationship between private interests and informal empire.
Robinson and Gallagher used the term informal empire to draw
attention to impulses towards imperialism that lay outside the formal,
constitutional empire. Given this definition, there is no reason why, in
principle, the phrase could not be applied to the eighteenth century.
Contemporaries were undoubtedly aware of the possibility. In the late
eighteenth century, Josiah Tucker anticipated the notion of ‘free-trade
imperialism’ by arguing that it would be more cost-effective to control
the thirteen colonies through trade and investment than through direct
rule.10 In practice, however, historians of the eighteenth century
have not followed this lead: the debate on informal empire, though
voluminous, has been confined almost entirely to the nineteenth
century. Aside from historiographical convention – a force not to be
underestimated – it has been assumed that the conditions that made an
informal empire possible were not present until Britain had passed
through the industrial revolution and had achieved technological
supremacy. At that point, her interests overseas could be promoted
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effectively through informal means by both governments and private
interests: the formal empire, in Robinson and Gallagher’s celebrated
phrase, was merely the tip of the iceberg.11

Assuming for the moment that eighteenth-century governments used
mainly formal rather than informal means (though this claim is open
to challenge), Bowen’s argument raises the issue of whether there is
scope for linking private interests with the expansion of informal
influence and, possibly, the creation of informal empire. India would
appear to be the most favourable case, for it was there that private
traders arose not only to challenge the East India Company but also to
establish new frontiers inland. However, the mainland colonies should
not be discounted, even though they were held within the formal
empire. There, too, the frontier was moved and staked by unofficial as
well as by official interests, while government itself, being of slender
means, relied heavily on the co-operation of private interests, to which
it was in varying degrees beholden. Formal rule was filled out by an
informal presence; colonial management depended on what would later
be called indirect rule through white, gentlemanly ‘chiefs’ whose
collaboration (as Gallagher and Robinson would have put it), was
essential to the continuation of the formal, constitutional empire. At
the same time, the informal or unofficial presence could also be
transformed into a sub-imperialism that reduced rather than enhanced
the power of the centre. The growth of settlement in the 13 colonies, for
example, promoted a type of sub-imperial expansion that pushed the
frontier westwards, weakened the grip of the authorities, and eventually
helped to precipitate revolution.

Even if these speculations turn out to be fanciful, they have the
residual merit of directing attention to a second question: the long-
standing divide between the study of the eighteenth and the nineteenth
centuries, and the appeal to ‘long’ centuries to fit an argument or to
cover an uncertainty. The long eighteenth century typically begins in
1688 and terminates in 1815, but can be extended to the 1830s; the
long nineteenth century always ends in 1914 but may have a starting
point as early as the 1760s. Bowen’s colonial gentlemen survived the
upheavals of the late eighteenth century and prospered after 1815. If a
break in continuity is to be found, it is probably in changes to the wider
social formation of which they were a part, specifically the shift to free
trade, the dismantling of Old Corruption, and the demise of the
military-fiscal state. This process began in the 1820s, was hurried on in
the 1830s and 40s, and was substantially achieved (even though it was
still incomplete) by 1850. By this time, too, the concept of empire,
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which Bowen refers to, had undergone a parallel change. The English
empire had become British, and any residual universalism that survived
the French Wars had been harnessed to the cause of the nation state.12

These developments reflected, in part, the creation from the late
eighteenth century onwards of a truly British gentlemanly elite13 some
of whose new wealth derived directly from the vigorous imperial expan-
sion that accompanied the contest between Britain and France to
become Europe’s first superpower.

II

John Darwin’s wide-ranging essay begins at this moment of transition,
which he dates from the 1830s. We would amend his starting point by
suggesting, as we have in commenting on Bowen’s essay, that the whole
period 1815–50 was one of protracted and painful transition between
the Old Colonial System and the new era of free-trade imperialism.14

The transition was made possible eventually by railways, steamships,
discoveries of gold, and spurts in both capital exports and emigration,
as new possibilities for global economic growth were opened up. What
Darwin appositely calls Britain’s ‘cocktail of social energies’ gave her the
means of benefiting from these developments to a greater extent than
any other modernizing power in the nineteenth century. A potent
ingredient in the cocktail was a transformed and revived gentlemanly
capitalism. This initial comment is not intended to disturb Darwin’s
central argument, which does not depend on dating its starting point
precisely. His main purpose is the much broader one of placing the
British experience in the context of global history. Here, he offers a bold
and valuable corrective to our ‘island story’, and one that the argument
advanced in British Imperialism – if fully extended – undoubtedly
requires.

We took the view that an understanding of Britain’s overseas policy
and presence called for a reappraisal of their domestic roots.15

International developments and their intersection with forces propelled
by the nation state were of course important, but we could not see how,
in the first instance at least, we could devise an argument that derived
the latter from the former. This is not to deny that Britain was
influenced by external developments that, at various times and in
various places, were beyond her control. However, the difficulty with
this viewpoint (as Darwin recognizes) is that it can easily make human
agency dependent on outside forces that seem to have no concrete,
observable origin. It can also appear to make the tail wag the dog.16
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Critics can then complain that the interpretation is both determinist
and improbable. The reality was that Britain was not a micro-state, but
the world’s superpower. As such, she played a formative role in shaping
the global system that ran from the nineteenth century to the 1950s. It
is certainly the case that the structure and balance of the international
order began to change, visibly from the 1930s and rapidly after 1945, as
it grew in scale and gathered more constituents. Nevertheless, it would
be misleading to conclude, even at this late point in the history of
empire, that Britain had ceased to contribute significantly to managing
the system she had done so much to create. Even the end of empire,
unwelcome though it was in some quarters, was partly a reflection of
shifting interests in Britain herself, and was accompanied by a conscious
reorientation of trade and politics towards the highly developed regions
of the world – a trend that eventually led to the form of globalization
we know today.

This reaffirmation of the position taken in British Imperialism is
consistent in principle with Darwin’s emphasis on the forces that
constrained Britain’s ambitions. One of our acknowledged difficulties
lay in writing a history of and from the centre without appearing to
ignore important new research on the colonized world. Since we were
interested in causes rather than in consequences, we were able to limit
the scope of our enquiries. Even so, we should have said much more
about interactions between British and indigenous forces, as well as
between Britain and her continental rivals, and we would have done so
had we been able to face the task of writing an additional volume (or
two). Darwin deftly indicates a number of areas where additional
thought accompanied by matching space would at the very least have
amplified our argument. One good example is the extent to which
resistance among indigenous peoples restrained the extension of
informal as well as formal empire in the nineteenth century. Another is
the need to reintroduce France and Germany into the story of British
expansion in the late nineteenth century, though in Darwin’s view not
as causes or symptoms of Britain’s decline.

In making these observations, Darwin also notes some similarities
between our own approach and that of Robinson and Gallagher,
especially in agreeing that imperialism had informal as well as formal
dimensions. In the end, however, Darwin’s version of Britain’s imperial
trajectory is much closer to our own than it is to that of Robinson and
Gallagher. He confirms our judgement that Britain’s informal empire
was expanding, not declining, in the period 1870–1914, and that when
Britain emerged from the First World War she was still the greatest of
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the imperial powers and the only one whose economic reach was truly
global. Darwin’s interpretation of the period after 1914 is also broadly
in line with our own. His reminder that Britain’s position relative to
other European great powers was enhanced as a result of the First World
War chimes with the emphasis we placed on this point in British
Imperialism.17 Like him, we too stress the fact that Britain’s imperial
fortunes enjoyed an Indian summer in the 1940s and 1950s.

On the other hand, our assessment of the interwar period differs from
his in at least two important respects. We agree that the 1930s were a
turning point in that they disrupted the open economy that had been so
important to Britain’s prosperity and discredited the liberal ideology that
accompanied it. Fragile economies made stable polities weak and already
weak polities unstable. Nonetheless, we would underline the importance
of the period not only for rupturing free trade but for creating the begin-
nings of structural economic change in overseas countries that were
either within or dependent on the imperial system. These changes,
including the coming of imperial preference and protection, were part of
a subtle shift in the intricate financial and trading relations that linked
Britain, the imperial periphery and some of her industrial rivals. They
represent a vigorous and partly successful adaptation to the crisis of the
times; their significance will become apparent in our discussion of the
chapters by Sugihara and by Akita and Kagatoni.

We also have a different perspective on Britain’s economic relations
with the United States.18 Darwin’s reference to an Anglo-American
alliance in the 1920s draws attention to one aspiring line of thinking
but understates the degree of alarm and potential antagonism that also
motivated contemporary commentators and policy-makers. Britain
regarded the USA as being a serious threat to her dominance of inter-
national services. The interwar period saw intense rivalry between the
two powers across the world, from Latin America to China, for control
of airways and airwaves as well as of trade and investment opportun-
ities. Moreover, there was a growing conviction among policy-makers in
the United States that the British had to be pushed aside in the struggle
for global economic supremacy.19 To speak of a ‘collapse’ of this alliance
in the 1930s is therefore misleading. The picture Darwin paints of
Britain’s international position in the 1930s is a shade too gloomy. He
forgets that the economic depression hit the United States much harder
than Britain, whose rapid adaptation to the crisis raised the prospect of
reclaiming ground lost to the USA between 1914 and 1929. It was only
after 1936, when faced with a resurgent Germany, Italy and Japan, that
despair began to set in and dependence on the United States soon
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became a reality.20 Even so, as Darwin notes, the business of empire, like
the empire of business, survived the war. The imperial mandate was
relaunched; a ‘second colonial occupation’ was undertaken. Britain was
obliged to respond to international developments, but was not yet
being driven before them.

III

Bowen and Darwin are at one in holding that imperialism was a sys-
tematic and to that extent a coherent phenomenon. The contingent,
the unforeseen and the accidental were all present but they do not
explain a global process. Phimister’s analysis of the partition of Africa
takes the same view, though he also argues, as we did too in British
Imperialism,21 that different explanations are required for different parts
of the continent. Since our remarks on this chapter are rather more
extensive than on others, we should make it clear that our intention is
not to give priority to Phimister’s contribution, valuable though it is,
but to take the opportunity to enlarge on aspects of our treatment of the
African case, which has attracted comments from other scholars too.22

Phimister begins his assessment in Egypt, which was Gallagher and
Robinson’s starting point as well in Africa and the Victorians. The weight
of research, in his judgement, favours the interpretation put forward
in British Imperialism, though he mentions the dissenting opinion of
Andrew Porter. It is perhaps worth noting that Porter’s brief reference to
Egypt was made in 1990 and referred not to British Imperialism, which
was still being written, but to an article published in 1986. While the
treatment of the Egyptian case in British Imperialism followed the inter-
pretation advanced in our earlier work, we took the opportunity to
strengthen the argument by drawing on new material – some published
since 1986 and some already available but unjustly neglected.23 The
most recent assessments encourage us to believe that the account given
in British Imperialism is well founded.24 In particular, Samir Saul’s
authoritative study of the French sources, has confirmed the over-
whelming significance of financial considerations in drawing Britain
and France into Egypt.25

Phimister is less satisfied with our treatment of tropical Africa.
Nevertheless, his account of West Africa is fully in accord with our inter-
pretation, which has been elaborated over many years and, broadly
speaking, is in line with conclusions reached independently by other
scholars.26 The last quarter of the nineteenth century witnessed a crisis
of legitimate commerce: mercantile interests were deeply troubled by
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the squeeze on profits and by the rise, simultaneously, of new competi-
tors, and there were growing fears that French expansionism would
draw the region into a protectionist regime. In these circumstances,
provincial merchant pressure groups, which had connections with both
service and manufacturing sectors, were important in stimulating gov-
ernment action. The argument advanced at this point was intended to
carry forward, but also to be consistent with, the case put in our earlier
work, where we drew attention to the difficulties experienced by
Britain’s manufactured exports at crucial points in the nineteenth cen-
tury.27 It is much harder to fathom the motives behind the partition of
East Africa. The regional literature is more fragmentary than in the case
of West Africa, and the lack of a comprehensive, modern study of the
scramble for this part of the continent ensures that all approaches to
the subject face formidable difficulties. Phimister suggests that British
interests in the region were limited, but that private entrepreneurs
(including Leopold II) were attracted by new opportunities that opened
up in the 1870s. This development, he claims, stands in contrast to the
situation on the West Coast, where large and long-established trading
firms were running into serious problems stemming from the Great
Depression (1873–96).

There is certainly a case for arguing, as we did in British Imperialism,28

that speculative interest in East Africa grew following the opening of the
Suez Canal in 1869, the decision to appoint a Consul-General in
Zanzibar in 1873, and the abolition of the external slave trade in the
same year. However, it is not clear that these developments stand in
contrast with those in West Africa, as Phimister claims. East Africa had
its own problems in making the transition to legitimate commerce.29 It
is true that the prices of the two major exports, cloves and ivory, held
up (broadly speaking) during the period of partition.30 However, clove
prices remained strong in the 1870s partly because the hurricane of
1872 devastated plantations on Zanzibar and cut output dramatically.
Although export volumes picked up in the 1880s, it is by no means cer-
tain that profitability revived too. Export values peaked in 1880 and did
not recover till the 1890s; slave labour was no longer available as read-
ily or as cheaply as it had been before 1873; many planters were heav-
ily in debt. The price of ivory, the more important of the two leading
exports, remained high, but the volume of exports dropped as the ivory
frontier was hunted out. It is likely that profits were cut, too: the cost of
collecting ivory mounted as the resource became scarce; protection
costs rose as competition among ivory traders in the interior grew;
transport costs increased as the distance between sources of supply and
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ports of shipment lengthened. Moreover, once the source of the River
Congo was traced (in 1877), it became cheaper to transport ivory from
central Africa to the west coast rather than by land to Zanzibar. It is no
coincidence that King Leopold shifted his interest from the East Coast
to the Congo at this time.

The new, speculative interest in East Africa noted by Phimister, and by
ourselves,31 has therefore to be set against a background of transition on
the mainland that may well be closer to the situation in West Africa
than he allows. As economic difficulties translated into political action
in West Africa, so the economic basis of the Sultan’s position was being
eroded even as Kirk, Britain’s Consul-General in Zanzibar, was trying to
build it up.32 Britain’s informal empire on the East Coast was no more
substantial than it was on the West Coast.33 Other powers, principally
France and Germany, were able to steal a march on the British and
annex impressive stretches of territory. All the same, the value of their
gains should not be exaggerated. The British held on to some of the
most desirable parts of West Africa (notably the regions that became
Nigeria and the Gold Coast) and took control of Kenya. French territory,
on the other hand, contained a high proportion of the sahel and the
Sahara, while Germany acquired the equally unpromising terrain that
eventually became Tanzania.

Phimister’s broader concern is that the interpretation of the partition
of tropical Africa advanced in British Imperialism,34 sits uncomfortably
with our ‘insistence . . . on the proactive part played even here by
gentlemanly capitalism’. We think that this is a misreading of our
argument. We nowhere claim or imply that gentlemanly capitalism
was ‘proactive’ in this region, which the City found deeply unappeal-
ing. The only direct reference we make in the case of West Africa is to
the exceptional example of the United African Company’s ‘comple-
ment of aristocrats and reputable financiers’.35 In summarizing our
findings on tropical Africa as a whole, we concluded that the Royal
Niger Company and the Imperial British East Africa Company ‘repre-
sented gentlemanly capitalist interests in a dilute form’.36 This is surely
an uncontroversial claim and is consistent with what is known of the
very limited part played by the City and finance generally in influenc-
ing British policy in the region. This is not to deny the possibility that
small doses of capital administered by chartered companies could have
significant effects when applied to poor, ‘new-start’ territories.37

Nevertheless, had we tried to force tropical Africa into the framework
of gentlemanly capitalism we would have been accused of perpetrating
a sizeable exaggeration. At the same time, we judged that we should
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guard against the alternative criticism, namely that tropical Africa dis-
proves our thesis, by drawing attention to its low ranking on the scale
of Britain’s world-wide priorities and by underlining the overwhelming
importance of Egypt and South Africa, where British interests were
upheld and expanded. In assessing the outcome of the scramble,
specialists on Africa, especially tropical Africa, need to keep the wider
picture in view. Britain’s substantial ties with the large, developing
economies of the white empire, Latin America and India made it less
necessary and indeed often counter-productive for her to compete
unreservedly for risky areas, such as China, the Ottoman Empire and
tropical Africa, where high costs were guaranteed, where the returns
were problematic, and where destabilizing wars could easily break out.
Our argument was never that gentlemanly capitalism provides the key
to all doors, but that it offers considerable leverage in explaining the
main trends of imperial expansion over the long term and in the most
important cases.

Phimister takes a different tack with regard to South Africa, accusing
us in this case of sounding too much like Robinson and Gallagher. He
also makes the interesting claim that we sell the concept of gentlemanly
capitalism short by failing to recognize an implicit contradiction
between the South Africa that was developing as a result of economic
change and that desired by the politicians. His central point is that
Selborne’s famous memorandum of 1896, which formed the main plank
of British policy after the failure of the notorious Jameson Raid in the
previous year, did not forecast that South Africa would fall under
Afrikaner dominance if the Transvaal remained independent, as we and
Robinson and Gallagher suggested. Rather, the memorandum was con-
cerned with the emergence of a regime in the Transvaal dominated by
white settlers who had been attracted to the gold fields and who,
Selborne predicted, would shortly become ascendant in South Africa as
a whole. Other scholars have seen this point,38 but Phimister is the first
to pursue it. He interprets this emerging settler capitalism as being a
good example of informal imperialism driven by the City – an offshoot,
that is to say, of gentlemanly capitalism. However, it was also a devel-
opment that cut across the aims of British statesmen – another arm of
gentlemanly capitalism – who wanted to unite South Africa under the
British flag, as they had done in Canada, and feared that the settlers
would steer a more independent course. Phimister’s conclusion, there-
fore, is that politics and economics were at war with each other in South
Africa and that the former had to bring the latter to heel in the Anglo-
Boer war of 1899–1902.
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We accept Phimister’s suggestive interpretation of the content of
Selborne’s memorandum, and we recognize, too, that capital and pol-
itics could sometimes march in different directions in South Africa.
Rothschild’s loan to the Transvaal regime in 1892, for example, was
intended to bring it under closer financial control. In practice, however,
the loan allowed Kruger to finish the construction of a railway line that
gave the Transvaal an outlet to the sea in Portuguese Mozambique and
enhanced the republic’s independence from Britain.39 Phimister’s argu-
ment could also be bolstered by noting that a rising proportion of the
white settlers in the Transvaal came from Germany, Scandinavia and
Ireland, and were not natural allies in schemes hatched in London for
uniting South Africa under the British flag and the Colonial Office.40

The Colonial Office viewed this development as increasing the threat
posed by German imperialism in South Africa;41 the Boers themselves
came to be regarded as ‘outriders of German expansionism’.42

Even when these allowances have been made, however, it does not
necessarily follow that what was unfolding in South Africa implied a
fundamental antagonism between two arms of gentlemanly capitalism.
Some senior figures in Britain wanted to see British settlers in control of
the Transvaal. Others, however, were willing to accept the emergence in
the Republic of either a mixed settler regime or a liberalized Afrikaner
one. They assumed that this state would be the forerunner of a united
South Africa that would be tied to Britain in the same loose but effect-
ive way as the other fledgling Dominions, such as Canada and Australia.
It is important to keep in mind the fact that the continued dependence
of the Dominions on the City of London ensured that they remained
part of Britain’s financial empire long after the devolution of formal
political control, and that their independence was heavily constrained
as a result. Most Liberal statesmen and some prominent Conservatives
(including Balfour)43 thought that South Africa would follow this
model; had they been in control of policy after 1895, it is possible that
war might have been avoided.

The advent of Joseph Chamberlain as Colonial Secretary in 1895 and
of Milner, the High Commissioner from 1897, moved policy in a differ-
ent direction. Their overarching aim was to bring about a united white
empire, if necessary under tariff protection. In their view, Britain would
have to become ‘Greater Britain’ if it were to be strong enough to meet
the challenge of the United States and Germany in the twentieth
century.44 The loosely jointed South African federation favoured by
the Liberals would not have served this cause and might well have
undermined it altogether. As Chamberlain put it in 1895: ‘an entirely
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independent Republic, governed by or for the capitalists of the Rand,
would be very much worse for British interests in the Transvaal itself
and for British influence in South Africa’.45 More assertive policies were
needed if the imperial superstate was to be realized, and it was these
that eventually ended in war in 1899.46 Thus it can be argued that there
was a built-in antagonism between Chamberlain’s strategy and the
finance-led policy of informal empire that preceded it in South Africa
and that it was generally much more representative of British attitudes
to areas of white settlement. The South African statesman, Jan Christian
Smuts, later held that British policy between 1895 and 1905 was an
aberration, and in many ways he was right.47 Chamberlain’s agenda was
unusual: it was driven by concerns about the future of British industry
rather than guided by the usual gentlemanly norms. Indeed, it is even
tempting to suggest that the South African war may be that rare event
in British history, an example of ‘industrial imperialism’.48

However, if South Africa is placed in the context of Chamberlain’s
overall policy as Colonial Secretary after 1895, this judgement can be
seen to be too extreme. Chamberlain wanted to use the apparatus of the
state to develop the economic resources of the empire by means of ‘con-
structive imperialism’.49 To achieve this aim he had to bring together a
new coalition of interests, giving industry a more prominent place, but
with the City and gentlemanly institutions like the Treasury and the
Crown Agents incorporated within it.50 Given Chamberlain’s back-
ground, it could be argued that such a coalition, had it materialized,
would have been an expression of industrial imperialism: his famous
speech to the City in 1904 certainly argued that the prosperity of
finance depended upon the health of industry rather than the reverse.51

Alternatively, Chamberlain’s strategy can be thought of as an attempt to
forge a new partnership between the City, industry and the state, one
that would reshape and re-energize, rather than replace, gentlemanly
capitalist forces.

In whatever way Chamberlain’s initiatives are interpreted, his policy
was short-lived: his crusade for empire unity, like his proposals for
imperial development, died in the election of 1906. The South African
Union of 1910 was built on fairly traditional lines, with strong local self-
government constrained by the invisible, but powerful, reins of finan-
cial dependence. This outcome was closer to Selborne’s vision than to
Chamberlain’s.52 Selborne’s ideas are particularly interesting in this con-
nection given the emphasis Phimister places on his thinking and the
fact that, as High Commissioner in South Africa between 1906 and
1910, he was the key figure in bringing about the Union. As Under-
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Secretary at the Colonial Office in the late 1890s, Selborne went along
with Chamberlain’s views on colonial development, including support-
ing tariff reform and imperial federation. However, Selborne had a more
flexible attitude to South African union than either Chamberlain or
Milner. The defeat of tariff reform in 1906 did not deflect him from
pursuing the goal of a unified South Africa within a federated empire.
To this end he was much more inclined to co-operate with the
Afrikaners, whereas Chamberlain and Milner were obsessed with
making South Africa ethnically British. Selborne also showed greater
willingness to encourage local political autonomy. Moreover, his
concern with creating a South African Union was directly related to the
problem of establishing a credit-worthy political unit. Union under the
British Crown would enable South Africa to raise funds in the City of
London to build the infrastructure that, Selborne believed, was crucial
to bringing Afrikaner, British and foreign communities together and to
forging a strong state on the basis of successful economic development.

It seems to us, therefore, that Phimister’s analysis of the content of
Selborne’s memorandum can support a conclusion that differs from the
one he drew. Selborne recognized that there was work to be done in
associating South Africa’s settlers with the empire, but he did not
believe that there was a fundamental incompatibility between the two.
Above all, Selborne was far friendlier to the City than Chamberlain was,
and he had a firm belief in its ability to spread capitalist development
on a global scale. Since he was both ‘a gentleman and a capitalist’,53 his
conviction on this matter should cause no surprise. Moreover,
Selborne’s beliefs outlived Chamberlain’s. Not for the first time, gentle-
manly capitalism proved its staying power.

IV

Exactly when the gentlemanly capitalist elite ran out of stamina is the
central concern of Krozewski’s chapter, which carries the story forward
to the concluding stages of empire. Krozewski is in sympathy with our
emphasis on the centrality of financial considerations, and has himself
made a major contribution to our understanding of this theme in
relation to decolonization.54 However, he is dissatisfied with other
aspects of what he terms our ‘continuity thesis’ because he feels that we
have projected a set of nineteenth-century relationships forward to the
mid-twentieth century, when the structure of society and governments
had changed markedly, without demonstrating that the gentlemanly
capitalist elite (assuming that it existed after 1945) remained in charge
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of policy. By extension, he claims that we failed to offer an analysis of
the British state in the period after the Second World War and that we
underestimated the changing international context, which acted as an
increasing constraint on policy-makers, whether gentlemen or not. This
leads him to offer a further qualification of our ‘continuity thesis’ by
arguing that after 1960 policy-makers had no interest in revitalizing ‘the
old empire in an informal way’.

We willingly accept that our argument for the period after 1945 was
schematic; its purpose, as we explicitly stated, was ‘less to prove a thesis
than to show how it might be constructed’.55 Krozewski’s thoughts on
how the period might be opened up by a more detailed analysis that
improves on our own are therefore to be welcomed. However, it does
not seem to us that this desirable enlargement of our thinking requires
the abandonment either of our continuity thesis or of the notion of
gentlemanly capitalism. Our main concern in carrying our inter-
pretation into the twentieth century was to escape from the traditional
historical divide which treated the period before 1914 as being one of
imperial expansion and the period after 1918 as being one of decline.
In our view, long-established priorities of international and imperial
policy, held in place by a gentlemanly elite, survived the war, were
applied to the changing conditions of the world slump, the Second
World War, and the needs of postwar reconstruction, and achieved
greater success during this period than historians have usually allowed.

Rubinstein’s recent research provides systematic evidence to show
that the gentlemanly elite was not eliminated after 1914, despite the
ravages of war, and that it remained in robust health throughout the
interwar period.56 Gentlemanly values underwent a form of ‘moral
rearmament’ in the 1920s in response to the twin threats of Bolshevism
from abroad and heightened radicalism (symbolized by the General
Strike of 1926) at home.57 Indeed, the General Strike marked the end of
the social solidarity induced by the wartime emergency: ‘officers and
gentlemen’ were prominent among the volunteer strike-breakers who
helped to defend property and privilege against the radical challenge.
Prewar policy priorities were reaffirmed in the celebratory ‘bonfire of
controls’ that followed the peace settlement, in the return to the gold
standard, and in the hope that ‘normal service’ would shortly be
resumed on a world-wide scale.

Unfortunately, Rubinstein’s work, or its equivalent, has yet to be
extended beyond 1939. Nevertheless, there is no clear, evidential basis
for Krozewski’s view that the gentlemanly elite had lost its place by
1945, even though the state had become larger and had acquired a
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stronger technocratic element. The claim appears to rest on the assump-
tion that the war and allied social change overturned or submerged the
prewar order. But the upper ranks of the Labour Government, which
Krozewski refers to, contained more gentlemen than proletarians: for
every Bevin there were several Attlees and Gaitskells. As is well known,
too, the Labour Government willingly shouldered the burdens of
empire, and gentlemen such as Creech Jones and Andrew Cohen
masterminded its progressive imperial policies.58 The continuity of the
‘Treasury view’ within Whitehall has been well documented, as has its
resistance to Keynesianism even after 1945.59 The enduring vitality of
the gentlemanly complement in the City has also been affirmed.60

Moreover, Labour’s Chamberlainite imperialist policies were partly sub-
verted in the 1950s by a more traditional cosmopolitanism in which the
City had an increasingly important role.61 At the same time, the return
to power of Conservative governments ensured the continuing prom-
inence of the gentlemanly elite and created new opportunities for its
patrician wing.62 The striking visibility and evident resilience of the
aristocratic and gentlemanly order were subjects of popular discussion
among contemporaries. The familiar term, ‘the Establishment’, was
coined in the 1950s in a critique of the continuing hold of Oxbridge
and City elites over British policies and ideas.63

Accordingly, Krozewski’s claim that our interpretation of the period
after 1945 is little more than an inference from a historical legacy
created in the nineteenth century seems to us to be an assertion that
fails to do justice to the evidence, incomplete though it is.64 We carried
our argument forward because it became apparent in the course of our
research that the gentlemanly order was sufficiently athletic to carry
itself forward – in, through, and out of two world wars. Gentlemanly
capitalism had an important part to play in government and the City
throughout the 1950s. There is no compelling reason for separating it
from policy-making or from what Krozewski calls ‘the financial dimen-
sion’. For these reasons, its history is also part of the history of the state
that Krozewski rightly wishes to see written. In mounting this defence,
we also recognize that our description of the gentlemanly elite after
1945 needs to be filled out considerably and that relations between the
elite and other influential groups, especially in allied branches of big
business, need further investigation.65

Moreover, there is the important question, raised implicitly but not
answered by Krozewski, of when and why the gentlemanly order
withered away. The view sketched in British Imperialism still seems to
us to point in the right direction.66 Gentlemen were sufficiently
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recognizable in the 1960s and 70s by their dress, bearing, accent, and
occupations to be objects of both emulation and satire. Thereafter,
they steadily lost identity and visibility. Two events symbolize the
change: the election in 1979 of Margaret Thatcher’s ‘new’
Conservative government, which launched a sustained attack on the
professions and public service, and the advent of ‘Big Bang’, which
opened up the City in 1986. Standing behind these events were
profound, underlying forces making for change: the creation of the
welfare state, especially the widening of opportunities in higher
education after 1945, the steady Americanization of the ‘British way
of life’, structural shifts in the world economy, and of course the
demise of empire itself. All continuities come to an end eventually.
But the decline of the gentlemanly elite, like the fall of the empire,
should not be proclaimed before its due time. The gentlemanly order
survived, through successive transmutations, for as long as the condi-
tions that nurtured it remained in place – and these were present
through the twentieth century to the point where the long imperial
story ended in decolonization.67

Krozewski opens his discussion of the international aspects of our
argument by questioning our definition of imperialism, particularly our
failure to give sufficient emphasis to the role of the state in the twenti-
eth century and the difficulty of measuring infringements of
sovereignty. Our response to the first point, as argued above, is to say
that we believe we have contributed, however modestly, to an
understanding of the nature of the twentieth-century state by drawing
attention to the continued vitality of the gentlemanly order and its
important role in policy-making. As for the difficulty of devising an
index to record degrees of effective subordination, we would agree that
this is indeed a formidable task. All solutions are constrained by the
inherently intractable nature of the problem. However, the attempt is
still worth making because it obliges historians to think analytically
about a subject that has often been treated far too loosely. Some
measures of dependence, such as trade and capital flows, can be identi-
fied quite precisely; others, such as cultural influences, cannot be
recorded in quite the same way. But this does not mean that they can-
not be recorded at all. The resulting assessment is then put forward for
consideration in just the same way as that relating to any other large,
complex historical issue. The difficulty of determining what is meant by
imperialism is therefore no greater, at least in principle, than that of
deciding the meaning of other weighty holistic terms, such as class,
revolution or the state.
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Krozewski goes on to make two points of substance regarding our
treatment of the postwar colonial order. He qualifies what he calls our
‘second continuity thesis’ by denying that policy-makers aimed at
revitalizing ‘the old empire in an informal way’ after 1960. This
criticism appears to be aimed at the wrong target. In our view, the
possibility of extending Britain’s influence informally only surfaced late
in the day because it was not until the mid-1950s that the formal
decolonization of the empire, which had been repositioned and
reinvigorated after the war and the loss of India, gained a prominent
place on the agenda.68 As it did so, however, a number of other devel-
opments were also claiming attention. From the late 1950s, Britain
turned increasingly to the European Community and to the developed
world generally; plans were made for establishing Britain as a financial
centre within the emerging Pax Americana; decolonization was hurried
on. After 1960 Britain still hoped to retain influence in her former
empire, but these broader developments made any attempt to recon-
struct a full-blown informal empire quixotic as well as increasingly
unnecessary. Krozewski’s second observation calls for a comparative
approach to the study of the European empires in the postwar era, prin-
cipally to determine the relationship between social structures, the state
and international (financial) policy – though of course the agenda could
be greatly extended. On this subject there is no difference between us:
we were sufficiently aware of our own insularity in British Imperialism to
make the same appeal,69 and we have recently readvertised both the
need and the opportunities.70 The study of empires should span even
more frontiers than it does at present; Krozewski is a historian who is
especially well-equipped to respond to his own challenge.

V

The remaining five chapters of the book focus on the Far East and pro-
vide between them a fascinating insight into the workings of informal
imperialism in the twentieth century. The essays on China deal with the
British presence; those written from a Japanese perspective also show
how Japan’s informal influence in the region expanded in response to
her own economic development, and how this, in turn, was related to
the evolution of gentlemanly capitalism in Britain. In offering new
evidence and new thinking, these essays point the way towards a
comparative history of imperialism built on the merging of separate
historiographical traditions – a wholly appropriate development, it
might be thought, in an era of globalization.
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Petersson’s chapter on British policy towards China adds a new
dimension to the study of a crucial period while also improving our
understanding of the distinctive qualities of gentlemanly capitalism. As
the most important foreign economic power in China, Britain had a
vested interest in maintaining the political status quo. British China-
watchers had been on the lookout for ways of opening China’s econ-
omy to the wider world since at least the Macartney mission of
1792–94, but they were wary of any initiative that might undermine the
stability of China because they recognized how disastrously counter-
productive it would be.71 At the turn of the century, they had good rea-
son to fear that a combination of internal political weakness and foreign
competition for access to China’s resources, following the Sino-Japanese
war of 1894–95, would end in partition. This outcome would have dealt
a heavy blow to Britain’s existing economic interests, which relied on
the central government to service its foreign debt and on the free flow
of trade through and between the widely scattered Treaty Ports.
Partition, it was thought, would also retard the development, for at least
a generation, of what most British observers regarded as being the great-
est potential market in the world. The comparison with the Ottoman
Empire, where a similar policy was adopted, is instructive; so, too, is the
contrast with Africa, where political weakness manifested itself in a
multiplicity of small polities that invited partition rather than pre-
servation.72

In these circumstances, the gentlemanly capitalist strategy was to
promote a form of financial ‘inter-imperialism’73 by locking the great
powers into a policy that would both produce economic growth and
uphold China’s political unity. Petersson is quite correct in believing
that this policy had distinctive gentlemanly-capitalist attributes. It
relied on the hegemony of the City in world finance – a hegemony that
was actively supportive of gentlemanly capitalism itself. It also
depended on notions of financial cosmopolitanism and free trade that
underwrote the City’s international position and were deeply etched
into the psyche of the gentlemanly capitalist politicians who orches-
trated British policy in China.74 Britain’s plan for world development
envisaged that benefits would flow to all participants.75 China would be
transformed into a modern state and all foreign powers would gain
through increased opportunities for trade. It is undoubtedly the case
that Britain’s model of global economic development was more inter-
nationalist in its approach than that of any other major power. There
was also a genuine streak of idealism in this plan for improving the
world. Nevertheless, it should not be forgotten that the City’s dom-
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inance and the survival of the whole gentlemanly enterprise in Britain
were dependent on maximizing world trade and international financial
flows and on keeping the peace.76 It is in this context that Petersson’s
stress on the pacifist inclinations of gentlemanly capitalism has to be
understood: it had less to do with an unreflective adherence to
Cobdenite cosmopolitanism than with a shrewd assessment of where
Britain’s interests lay.

Petersson’s stimulating assessment of these themes enables us to
underline two of the distinctive qualities of gentlemanly capitalism. In
the first place, as our foregoing remarks imply, gentlemen did not
always stand aside for others. Gentility was the product of privilege. It
imposed a code of conduct that emphasized the concepts of duty and
service but also endorsed aristocratic and military values. Gentlemen
were expected to show a degree of muscular prowess and were entitled
to act forcefully to protect the weak or to defend the national interest.
Restraint was called for in China; assertiveness manifested itself in
Africa. The second feature that Petersson emphasizes is the relationship
between co-operative imperialism and the national interest. This is a
fascinating theme that needs more thought than it has received so far.
On the principle that capital knows no frontiers, investment groups
based in different countries established connections that cut across
national interests in the late nineteenth century. Evidently, this devel-
opment may not be captured by standard accounts of the history of
modern imperialism that are based on the expansion of any one coun-
try. At the same time, as Petersson’s subtle analysis reveals, the outlook
of French and German financiers differed from that of the City, whether
because governments that had different assumptions and priorities
influenced them or because they adopted different lending policies.
Above all, the French and German firms lacked the spacious world view
of Britain’s gentlemanly capitalists and the scale of operations that went
with it.

In sharp contrast to Shunhong Zhang’s judgement,77 Petersson sees
the Chinese case as being a prime example of gentlemanly capitalism at
work. He refers to the period 1905–11 in particular as being the ‘golden
age’ of gentlemanly capitalism in China. This was the time when rela-
tions between the great powers were such as to encourage them to fall
in with Britain’s own plans for China, and when British finance was
able to revert to its preferred strategy of informal expansion. Petersson
has performed an important service in identifying subdivisions in a
period that we were obliged to treat as an entity, and his argument that
British policy was at its least encumbered between 1905 and 1911 is a
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persuasive one. On the other hand, the detailed knowledge that led him
to this conclusion may also have foreshortened his view of Britain’s
long-run position in China.

It seems to us that there is still a great deal to be said for treating 1895
as being the key date for the application of Britain’s China policy. It was
only then that China, in the wake of defeat at the hands of Japan,
became dependent on foreign capital and thus faced the possibility of
becoming, like the Ottoman Empire, subservient to foreign creditors. It
was then that Britain took the lead in organizing an international loan
that gave the Chinese government the opportunity to pay off its mas-
sive war indemnity. It was then, too, that other major powers acquired
an interest in maintaining the existing imperial regime.78 There is no
doubt that China’s instability in the late 1890s and early 1900s encour-
aged policies to become more predatory. British policy-makers were
obliged to participate, whether they liked it or not, to delineate spheres
of interest for themselves and to fight for concessions for their nation-
als. Nevertheless, the main aim of promoting the unity of China and of
using joint-financing as a means of achieving it remained, and in the
more benign atmosphere that accompanied the years from 1905 to
1911 it also flowered. Even so, Britain’s success was not unqualified:
international financial alliances were not easily forged, and the City’s
doubts about China’s prospects sometimes slowed down progress
markedly.79

British policy undoubtedly ran into much greater difficulties after
1911 as a result of the collapse of the imperial regime and changes in
European politics. Yet the British stuck to their task: the ‘one China’ pol-
icy was resurrected through the Six-power Loan for the new regime in
1912. Petersson’s account of this period can be amplified by noting that
the policy ran into trouble in Britain itself, where it was assailed by a
band of ungentlemanly capitalists, including some in the City who were
excluded from the China loan market, which had fallen under the con-
trol of the Foreign Office, the Hongkong and Shanghai bank and a small
coterie of merchant bankers and their foreign correspondents. Britain’s
cosmopolitan policy was also attacked by provincial industrial groups
who resented the fact that it encouraged competition among European
merchants in China in the interests of maintaining a united front in
matters of finance.80 However, these groups were unable to disturb the
priorities of British policy, which remained essentially unaltered after
1911. Although modified to fit changing circumstances, the strategy
continued to be applied throughout the 1920s, if with less success than
in its heyday before the First World War. It made considerable progress
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in the 1930s, too, until it was destroyed, this time beyond repair, by
Japan’s invasion of China in 1937.81

VI

Shunhong Zhang’s contribution is especially interesting not only for its
substantive comments but also for the insights it offers into the think-
ing of a Chinese historian at a time when China appears finally to be
‘opening up’ to the outside world. At present, this process is more
apparent in economic affairs than in political and intellectual spheres.
As a national institution, the Chinese Academy of the Social Sciences,
where Professor Shunhong is based, still has an important part to play
in presenting the official view to the world. This may explain why
Shunhong’s starting point appears to be a rather basic and largely unre-
constructed Marxism that is startling to scholars in the West (and prob-
ably in Japan too), where this approach, even in its refined versions, has
lost considerable ground in recent years. His boldness in dealing with
Western views of imperialism is to be admired, even though it does not
always fit well with the detailed literature. Nevertheless, Shunhong may
be ahead of the game rather than behind it: the developing debate on
globalization, spurred on by the recent attack on the World Trade
Centre in New York, is now giving renewed prominence to the history
of material developments and is shifting attention from the cultural pri-
orities elevated by postmodernism. Exactly how Marxist approaches can
be related to the twenty-first century is a matter that has still to be
addressed satisfactorily, but it seems certain that they will need to be
applied imaginatively to new circumstances and not simply carried for-
ward and clamped on a changed world.

Shunhong opens his essay by objecting to our definition of imperial-
ism. Much of what he has to say is valid, at least in principle, as a way
of extending our discussion. However, as a criticism of what we set out
to do, it is misplaced. Our definition, as we made clear, was tailored to
our purpose, which was concerned with causes, not with consequences.
Shunhong believes that ‘the crucial nature of imperialism is that one
nation oppresses, exploits and enslaves another’. This may be so, but
this conception is concerned with the results of imperialism, and can-
not be used to refute an interpretation that treats only its causes. His
conclusion that we have ‘whitewashed’ imperialism is wholly
unfounded: we explicitly stated that we were not going to deal with the
morality or the effects of empire-building;82 accordingly, there is no
basis for the inference that he has drawn. Moreover, Shunhong sets
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himself a series of unacknowledged difficulties in asserting that imperi-
alism entailed fixed consequences. Aside from the well-known problems
of defining exploitation, the record shows that the consequences of
imperialism varied across space and through time. Marx himself held
that capitalism was progressive as well as exploitative. It is unreasonable
and unhistorical to suppose that the results of imperialism were identi-
cal or even broadly similar in cases as far from one another as New
Zealand and Nigeria. In their chapter in this volume, for example, Akita
and Kagotani draw attention to the developmental consequences of
Japanese rule in Korea without supposing that this outcome absolves
Japan from charges of oppression. The weight of evidence is against
Shunhong in the case of China too: recent research has indicated that
the late nineteenth century, when foreign powers began the process of
opening China up, saw the beginning of economic development on a
significant scale.83

Shunhong is on firmer ground in searching for weaknesses in our
claims regarding the influence of gentlemanly capitalist interests. His
main argument here is that we underestimated the importance of indus-
try and the manufacturing lobby. However, as we have recently pointed
out, it was never our purpose to deny the significance of the process of
industrialization or to underplay the role of the manufacturing inter-
est.84 We ourselves drew attention, for example, to Palmerston’s forceful
policy in seeking to create markets for manufactured goods in the
1840s, though in our view this was a sign of the difficulties being experi-
enced by British industry, not an indication of its effortless superiority.85

What we claimed was that manufacturing interests failed to become the
dominant force shaping British policy. Arguments to the contrary,
though often asserted, have yet to be substantiated. Even Ward’s careful
restatement of the case for giving industrialization a more prominent
role in the story of imperial expansion is based on the general proposi-
tion that wealth derived from industrialization underpinned Britain’s
expansion overseas, and not on detailed studies of the manufacturing
lobby in action.86 The issue is an important one but it also draws the dis-
cussion away from Shunhong’s main concern with matters of agency
and policy formulation.

On these subjects, Shunhong cites two principal examples in support
of his position: Macartney’s mission to China in 1792–94, and British
loans to China at the close of the nineteenth century.87 It is perfectly
true, as Shunhong says, that Macartney was sent to China to promote
British commercial interests.88 However, this is not the same as saying
that Macartney was acting as an agent for British manufacturing inter-
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ests.89 Macartney’s twin aims were to extend the privileges of the strug-
gling East India Company, which was searching for new sources of rev-
enue, and to generate additional ways of paying for imports of China
tea.90 The chief means of attaining these goals was by expanding India’s
exports to China. Macartney’s mission failed but the incentive
remained. It helped to draw the British further into India to promote
exports of cotton goods and indigo from Awadh (Oudh),91 and it gen-
erated an important clandestine export trade in opium, which was
shipped from western India to China.92 If British manufactures could
participate in the expansion of trade with China, then so much the bet-
ter. But experience suggested that this was unlikely to happen on a sig-
nificant scale, and experience proved to be a reliable guide: China was
not opened up in the 1790s. When the East India Company’s monopoly
of trade with India was abolished in 1813, it was not because of pressure
from British manufacturers;93 indeed, British cotton textiles did not
make sizeable inroads even into the Indian market, which was under
British control, until the 1840s.

A century after Macartney’s mission, when Britain again seemed on
the brink of prising China open, the economic forces impelling overseas
expansion had been transformed: foreign investment and invisible
income had surged; the products of the industrial revolution had
become established in many parts of the world. Shunhong makes the
point that British industry, as well as British finance, gained from the
limited opening of China at this time. Again, while this is true, it has
also to be said that we did not attempt to argue a contrary case, though
it is interesting to see that Britain, as a mature creditor, was also starting
to lend money to finance sales of the products of other industrializing
countries, including Germany, at this time. To this extent, there was the
beginning of a conflict between the two interest groups. Nevertheless,
our interpretation of the case of China did not depend on this point.
Our argument was rather that finance was the more important of the
two interests. China’s economy was beginning to expand in the 1890s,
but trade with Europe failed to take off.94 Silk exports remained import-
ant, but exports of tea withered under competition from India, and
imports of opium declined as cultivation of the opium poppy spread in
China itself. Exports of ‘muck and truck’ items grew, but not on a scale
that was capable of raising purchasing power to the point where signifi-
cant imports of manufactured consumer goods could be sustained.

In these circumstances, the best prospects for business expansion lay
elsewhere: in government loans, and investment in railways, mining
concessions, shipping, and property in the Treaty Ports. This emphasis
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is endorsed by Petersson’s contribution to this volume, which argues
that the period 1905–11 was the ‘golden age’ of gentlemanly imperial-
ism in China.95 As he also suggests, British investment in Chinese gov-
ernment loans and in railway construction served both economic and
political purposes. It gave the gentlemen of the Hongkong and
Shanghai Bank, in particular, a position of influence in the formulation
of British policy towards China during this period – one rarely aspired
to and never achieved by British manufacturers.96 As for the latter, we
argued in British Imperialism that, after 1850, Britain’s international eco-
nomic policy evolved in such a way as to encourage foreign industrial-
ization and to subject British manufacturing to severe competition at
home. This argument is extended and amplified in the essays by
Sugihara and by Akita and Kagatoni discussed below, and it provides an
effective counter to Shunhong’s claims about the importance of manu-
facturing interests in policy.

Shunhong’s final criticism of substance concerns the process of decol-
onization after the Second World War. His basic argument is that our
account is in error because it fails to give sufficient weight either to the
liberating influence of the Soviet Union or to the rising force of nation-
alism. Shunhong takes this position because his perspective on the end
of empire does not include the perception that the imperial powers
might have been willing to concede independence for reasons other
than external pressure.

We have already acknowledged that our interpretation of the period
after 1945 was deliberately schematic:97 what we did was attenuated;
what we omitted was considerable. A full account of decolonization
would certainly be obliged to allocate considerable space to the emer-
gence of the Soviet Union as a superpower and to its influence on colo-
nial nationalist movements. Our focus was the narrower one of showing
that gentlemanly interests had a continuing part to play in the final
stages of empire. To the extent that we brought other great powers into
this story, we did so by concentrating on Anglo-American relations
because these had a more direct bearing on Britain’s policies towards the
empire and on her international financial aspirations. All the same,
Shunhong’s claim that ‘the Soviet Union was the greatest international
force which contributed to the collapse of colonial empires’ is surely an
exaggeration. It ignores the fact that colonial nationalists drew heavily
on the ideology of the Free World in staking their claims for independ-
ence, and it fails to recognize the extent to which the Soviet Union was
itself perceived to be an expanding empire and not simply a benign, lib-
erating force.
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Shunhong complements his emphasis on the Soviet Union by suggest-
ing that we also underestimated the strength of colonial nationalism. He
seems puzzled by what he calls our ‘inconsistency’ in drawing attention
to Britain’s weakening grip on India and her changing economic interests
there. However, the ‘inconsistency’ arises only because Shunhong’s pre-
suppositions do not allow him to accept that Britain’s interests and British
policy could respond to other influences. If this confining assumption is
discarded, it becomes possible to see that both rising nationalism and
changing interests were important in influencing the official mind.
Moreover, Shunhong’s interpretation ignores the fact that Britain had a
well-established exit route from empire via the creation of dominion sta-
tus, and that India herself was already moving towards self-government
before the war. He fails to see, too, that the end of British rule in India was
consistent with the repositioning of the empire elsewhere and that, dur-
ing this ‘second colonial occupation’ resistance to British rule was dealt
with firmly in places as far apart as Kenya and Malaya.

Shunhong concludes his discussion of the independence movements
by dealing with the concept of neo-colonialism. His pre-formed view of
imperialism obliges him to look for continuing subordination and
oppression after the achievement of formal independence. Not surpris-
ingly, he finds several examples. This outcome sits uneasily with his pre-
vious argument: the colonial power had just lost its empire because it
was overwhelmed by the forces of nationalism, but was then able, so it
seems, to exert neo-colonialist control once independence has been
granted. Shunhong’s assessment misses the important fact that the
British were increasingly keen to decolonize from the mid-1950s
onwards. The world economy was undergoing a fundamental
transformation, and Britain’s priorities were changing with it.98

Moreover, empire had never been synonymous with the interests of
gentlemanly capitalism, which had ranged far outside it before the
1930s, and by the mid-1950s were again seeking a wider, cosmopolitan
field of enterprise. The British undoubtedly made an effort to work with
and to influence colonial nationalists where they had interests to pre-
serve. But they did not always succeed99 and their commitment to the
endeavour faded as they formed new attachments elsewhere in the era
of post-colonial globalization that was just beginning.

VII

Kaoru Sugihara’s essay adds a striking new dimension to the discussion
of British imperialism and its impact on world economic development.
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The argument he constructs builds on materials to be found in British
Imperialism but takes the question of industrialization in ‘late start’
countries much further than we did. In doing so, he offers a perspective
on the emergence of the world economy after 1870, and on Britain’s
part in creating it, that echoes Gilpin’s characterization, published a
generation ago, of Britain as a ‘mature creditor’.100 Our own interpret-
ation of this theme was confined largely to Britain’s relationship with
the Dominions and India before 1939. Sugihara demonstrates that the
same forces, transmitted by the City of London, were at work on a much
wider scale and can provide important insights into the industrializa-
tion of East Asia in particular.

Sugihara’s main contention is that the open regime promoted by
Britain encouraged the spread of modern industry on a world-wide scale
and thus eventually undermined Britain’s imperial power. Whatever
Britain’s original intentions, her international economic policy indir-
ectly allowed her own economy to be shaped by the industrialization of
others. As this is a proposition of great importance, it is worth spelling
out the basis of the argument in some detail. Until 1930, British policy
was based primarily on the maintenance of the gold standard and free
trade. Her role as the primary supplier of international services, ‘lender
of last resort’, and foreign investor facilitated the growth of manufac-
turing industries elsewhere; her massive overseas investments created
the need for recipients to repay their debts in sterling. These debts could
be met, and sterling crises avoided, by exporting to the open British
market. However, by allowing access to the British market in this way,
free trade promoted manufacturing in debtor countries. It also limited
Britain’s bargaining power in international trade relations.101 She had
no way of negotiating reductions in the tariffs of countries that hin-
dered exports of her own manufactures, despite the fact that, poten-
tially, she had considerable market power. It has recently been argued,
for example, that Britain’s share of world trade was high enough, even
in 1913, to produce a net gain in income had she chosen to impose tar-
iffs on imported manufactures.102 The free trade and foreign investment
nexus also encouraged competitive industrialization in a more direct
manner. Debtor nations could generate the sterling needed to meet
their obligations not only by exporting commodities to Britain but also
by excluding British goods from their markets by promoting import-
substituting manufactures. Where Britain was able to impose ‘free-trade
imperialism’, as in the Ottoman Empire down to the First World War
and in China until the 1920s, this problem could be avoided. Where tar-
iff autonomy remained or was recaptured, it could provide an impor-
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tant stimulus to industrialization, as in the case of Japan after she repu-
diated the ‘unequal treaties’ in 1899.

British policy changed in the 1930s, when the gold standard was
abandoned and sterling became a floating currency, to which numerous
other currencies were pegged. The system of preferences agreed at
Ottawa also replaced the free-trade regime. Nevertheless, Britain’s global
relationships remained fundamentally unchanged. Trade preferences
helped debtors to find a niche in the British market, while their serious
balance of payments problems in the 1930s encouraged further efforts
to promote import-substituting manufactures. We drew attention to
this process in the Dominions, India and Argentina, where preferences
and quotas in the British market were supplemented by pegging cur-
rencies to sterling at devalued exchange rates.103 Sugihara shows that
Japan did exactly the same with the yen after 1932, with the result that
Japan effectively joined the sterling area. This connection helped to
extend sterling’s influence, but it also built up the industry that even-
tually fed Japan’s militarization and made it possible for her to over-
whelm the British empire in East Asia after 1941. China’s short burst of
industrialization in the late 1930s was promoted in much the same
way.104

Sugihara recognizes how the open regime that exposed domestic
industry to foreign competition also encouraged the growth of the ser-
vice sector. As we emphasized in British Imperialism, this shift was fos-
tered by the City of London and fuelled by its growing international
business. The City became the most distinctive feature of Britain’s eco-
nomic development in the late nineteenth and early twentieth cen-
turies, and its success underpinned the wealth and status of the
gentlemanly elite.105 Since the City depended on the growth of world
trade and that growth depended on continuing industrialization in
other parts of the world, Sugihara is right to say that the maintenance
of gentlemanly capitalist structures in Britain into the twentieth cen-
tury was a function of the evolving world economy.106 Equally, he is
correct to point out that the international economic system had room
for only one finance-service complex to act as the midwife to world
industrialization in this way. The reason for this, which perhaps he
should have mentioned, is that income from international services was
much smaller than that from goods at this time, and could only support
one leading economy. It is worth observing in this connection that the
dominance Britain had enjoyed in world exports of manufactures
encouraged the openness and the global reach that made it easier for
her to become the leading provider of international services.
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Capitalizing on this opportunity, as Sugihara points out, required great
experience and the generation of trust. The gentlemanly capitalist
regime possessed these qualities in abundance, and it was this superior-
ity that made it unique.107 Since comparative advantage in finance and
services is much more culture-specific than it is in manufacturing,
Britain’s supremacy in this sector – and the supremacy of the class that
dominated it – lasted a great deal longer than its industrial leadership.

Much of Sugihara’s argument reflects concerns expressed at the time
by opponents of the economic priorities promoted by gentlemanly cap-
italism. Hobson, whom Sugihara refers to on more than one occasion,
believed that the stream of British investment flowing abroad would
eventually lead to the industrialization of Asia and to the correspond-
ing deindustrialization of Britain unless there was a massive shift in pur-
chasing power to divert capital to the home market.108 Joseph
Chamberlain, as we have just seen, also worried that the City-led
foreign investment regime, in conjunction with free trade, would result
in the destruction of British industry. Since he equated industry with
power, and power with the strength of the empire, he concluded that
the outcome would be disastrous for Britain’s place in the world in the
twentieth century. His ill-fated tariff reform campaign was designed pre-
cisely to counter this threat.109 Britain’s inability under the free-trade
regime to negotiate with other industrializing nations infuriated the
Tariff Reformers. In their view, unilateral free trade meant that, by
manipulating their own tariffs, foreign countries could determine what
Britain could and could not manufacture. Protection, therefore, was
vital too if Britain was to shape her own economic destiny.110 It was also
argued that the adoption of free trade in the wake of successful indus-
trialization had been a disaster – the ultimate cause of all the subsequent
changes that Sugihara outlines and Chamberlain deplored. Free trade, it
was alleged, had turned the terms of trade against Britain and encour-
aged overseas investment. Repayments of these investments in turn
induced a horde of imports that undermined first agriculture and then
industry. All the same, critics found it hard to deny that overseas invest-
ment had also flooded Britain with a ‘golden rain’ of invisible payments
that was one of the most dynamic elements in the prosperity of the City
and of the service economy generally.111

These commentators regarded the rise of the service sector as a sign of
Britain’s growing weakness. Sugihara, like Gilpin, seems to agree with
their judgement. However, it is likely that the relatively small scale of
Britain’s resources and population would have made it impossible for
her to retain her industrial dominance for long after 1850, whatever
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domestic or international economic policies she adopted. Moreover,
Chamberlain’s dream of overcoming Britain’s inherent handicap of size
by means of a united empire was unrealizable. In the circumstances,
promoting a service economy in the context of global multilateralism
was a reasonable option. The mix of finance, services, and industry was
clearly strong enough to carry Britain through the First World War. Her
contribution to the war effort was vital not only as a combatant but also
as a financier of the anti-German coalition. When Britain’s resources ran
low, the United States stepped in to assist in 1917 as later on she did in
1941. One reason she did so, on both occasions, was that she favoured
the open economy that Britain’s system of free trade upheld.112

Sugihara occasionally comes close to the error of supposing that the
City had both the political strength and the will to insist on free trade.
In fact, free trade was entrenched because it attracted support from a
very wide spectrum of interests, working class as well as propertied, and
because the manufacturing sector was split over the issue before the late
1920s.113 Moreover, the City’s support for free trade was never fanatical.
The key issue for the City was the maintenance of exchange stability: it
could live with mild protection (which was much preferred to high tax-
ation), as the functioning of sterling under the protectionist-preferential
regime of the 1930s shows. It is this regime that attracts the attention
of Akita and Kagotani, whose detailed case study further extends
Sugihara’s insights into British policy during the 1930s.

Sugihara concludes by relating his version of the causes of the
Japanese ‘miracle’ to the ambitious and illuminating thesis advanced
recently by Pomeranz.114 Sugihara shows how the argument put for-
ward in British Imperialism can inform the debate on the causes of
Japan’s industrialization; Pomeranz compares China and Europe in
order to explain the first industrial revolution. Briefly put, Pomeranz
suggests that Europe and China had reached comparable levels of devel-
opment by the middle of the eighteenth century and that the ‘great
divergence’ that followed can be attributed primarily to Europe’s success
in developing new sources of energy. This outcome was achieved partly
by exploiting the region’s own resources of coal and partly by coloniz-
ing land in the New World, thus adding to its stock of foodstuffs.
Segments of the argument are familiar: Braudel, among others, made a
similar claim about the relative levels of development of parts of Asia
and parts of Europe, while the idea that wealth from the New World
fuelled the industrial revolution is one that goes back a long way, and
in its modern guise is associated principally with Eric Williams.115

However, apart from the fact that Pomeranz has approached his task
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with impressive thoroughness and is also a sinologist who carries
authority in that field, the novelty of his argument lies in the way he
has attached it to the story of the rise of the Atlantic economy. Previous
scholars argued either that profits derived from the new economy
financed the industrial revolution, or that demand in the New World
promoted Europe’s manufactures. Pomeranz emphasizes instead the
crucial contribution made by the Americas and the Caribbean to reliev-
ing the strain on Europe’s scarce supplies of land.

Enlightening though it is, the European end of the argument is vul-
nerable on a number of counts. It is far from clear that the Malthusian
aspect of the case will stand. As O’Brien has pointed out, Europe’s self-
sufficiency in foodstuffs extended into the nineteenth century, by
which time the first industrial revolution was well under way.116

Moreover, Pomeranz is inclined to refer to Europe as an entity, whereas,
of course, the industrial revolution occurred in England before it spread
elsewhere. Pomeranz’s composite is therefore not well-tailored to fit the
problem he seeks to explain. This difficulty probably accounts for the
frequent insertion of parentheses referring to England and to the anno-
tation ‘especially Britain’, when the author wishes to establish a more
general point relating to the whole of Europe.117 In effect, the European
end of the argument rests largely on the English example, which
Pomeranz has insufficient space to study in detail.

This is unfortunate because Pomeranz comes very near to recognizing
the qualities of British ‘exceptionalism’, even if he ties them to a suspect
argument about energy supplies. Throughout the book he emphasizes
the distinctiveness of, and vital contribution made by, Europe’s finan-
cial institutions, armed trading companies, and overseas colonization,
and the way they were nurtured by a ‘system of competing, debt-
financed states’, and he makes it clear that England was the prime
example of these developments.118 He then draws a contrast with
China, where financial institutions were less advanced, and where the
state had no incentive to promote overseas enterprise and consequently
gave little backing to merchants engaged in foreign trade. However,
having spread himself thinly over Europe, Pomeranz is unable to pursue
the question of why England, standing as a virtual proxy for the contin-
ent, developed these attributes. At one point he is even driven to adopt
the argument of last resort, namely that Europe’s advantages were a ‘for-
tunate freak’.119

All we would say at this point is that elements of the explanation that
Pomeranz was reaching for are contained in British Imperialism, which
unfortunately he did not cite. Had he referred to our argument (and bet-
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ter still agreed with it), he would have built a case rooted not in freak-
ishness but in institutional developments since the Civil War and the
Glorious Revolution. He would also have been obliged to deal with the
fact that, as Sugihara points out, our interpretation was not directed to
explaining his problem, which was to find the causes of the industrial
revolution. At that point he would have had two options. He could
either have reformulated the problem so that the great divergence is
seen to be characterized by financial as well as by industrial develop-
ments, or he could have retained the original problem but traced the
links between the financial and the industrial revolutions in the eight-
eenth century. The forces represented by gentlemanly capitalism were
dominant in the first option and prominent, if indirectly, in the second
by financing the distribution of manufactures, by raising consumer pur-
chasing power in the affluent Home Counties, and by promoting
imports and re-exports of colonial products. Either way, the argument
put forward in British Imperialism bears on the departure that Pomeranz
sought to explain, just as in the different circumstances of the twenti-
eth century it helps to understand the rise of manufacturing in some
regions beyond Europe, as Sugihara demonstrates with reference to
Japan.

VIII

The contributions by Akita and Kagotani and by Kibata take the debate
about British imperialism in East Asia further by viewing the question
from a Japanese perspective, which necessarily received very limited
treatment in our work. Akita and Kagotani’s essay is of particular inter-
est as an attempt to extrapolate from our analysis of the Ottawa system
and the emergence of the sterling area in the 1930s.120 It is consistent
with our interpretation, but it adds considerably both to what we said
and to our understanding of the international economy at that time,
and it has important implications for rethinking political relationships
between Japan, China and the British Empire in a period of mounting
international crisis.

We argued in British Imperialism that the imperial preference system
initiated at Ottawa in 1932, and the associated trade agreements made
with countries like Argentina, were concerned less with promoting the
sale of British manufactured goods than with ensuring that Britain’s
debtors could continue to meet their sterling obligations and maintain
healthy sterling balances in London.121 As the Ottawa system evolved,
it became primarily a set of devices for ensuring the stability of the
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emerging sterling area and for keeping the sterling exchange rate steady
against its main rival, the US dollar. We demonstrated that the chief
outcome of the trade agreements was to enable the principal debtors to
develop export surpluses, thus helping Britain to settle her own inter-
national obligations and to avoid successive sterling crises. We also drew
attention to the fact that the need to economize on sterling in the 1930s
gave some debtors, like Australia, new incentives to concentrate on
import-substituting manufactures.122 In other words, we claimed that
the preferential system became a means of maintaining, in the difficult
circumstances of the 1930s, the kind of financial and trade relationships
that Britain had nurtured previously under the gold standard. Our dis-
cussion was centred on the direct relationships between Britain and
other members of the sterling area. Akita and Kagotani expand this
theme by showing that the ties between imperial members of the ster-
ling area and foreign countries such as Japan were critical to the func-
tioning of the system as a whole. We gave a hint of this in our brief
discussion of the triangular relations between Britain, Australia and
Japan in the late 1930s,123 but without being able to establish the fact
that this example was part of an even larger web of trade networks on
which Britain’s financial stability rested.

Akita and Kagotani clearly show that Japan’s trading links with parts
of the sterling area within the British empire became increasingly
important in the 1930s. As they observe, historians have usually
assumed that economic relations between Britain and Japan were
focused upon the struggle for markets on behalf of their cotton textile
manufacturers, whose mutual antagonisms were very strong.124 Some
scholars claim that these conflicts were important elements in the com-
plex mix of forces that led to the final breakdown of relations between
the two powers.125 Others argue that Japanese policy was driven almost
entirely by military pressures in the face of the perceived weakness of
the British Empire in Asia, and that no amount of economic co-oper-
ation or appeasement would have prevented hostilities.126 A third opin-
ion emphasizes the tensions in Japanese policy between those who
looked towards co-operation with Britain and the United States and
those who saw aggression as the only solution to Japan’s needs and
aspirations.127 The most detailed piece of new research on Anglo-
Japanese trade negotiations in the 1930s is particularly interesting from
our perspective because it shows that British governments did their best
to rein in their militant manufacturers.128 They made very few conces-
sions to them, and their restraint was recognized and appreciated by
their Japanese counterparts. Akita and Kagotani’s analysis is wholly
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consistent with these recent findings. But it takes the debate further first
by revealing more clearly than before the motives that lay behind each
country’s ability to be conciliatory on matters of trade, and secondly by
shifting the focus of the discussion from trade to finance in ways that
complement both our own work and that of Sugihara.129

Their interpretation, based in part on Sir George Sansom’s contempor-
ary record, holds that a complex complementarity developed between
Japan and the sterling bloc in the 1930s, even though competition
between Britain and Japan in visible trade, especially textiles, became
more intense. Japan’s purchases of raw materials from countries within
the empire, such as India, Malaya and Australia, played a vital part in
generating the export surpluses that enabled them to service their exter-
nal debts and helped Britain to maintain her sterling balances during the
world economic depression. In return, Japan received generous provision
for her cotton exports in empire markets like India, despite the protests
of Lancashire manufacturers. This process was assisted by the fact that
the Japanese yen was undervalued after 1932; looked at another way, the
British deliberately held the rupee at levels that gave investors confi-
dence that India’s external debts would continue to be met in full. The
result, as Akita and Kagotani point out, was that Japan’s exports of cot-
ton goods to India were higher in the mid-1930s than they had been in
the late 1920s, despite the world slump and the protectionist restrictions
associated with Ottawa. In this way, Britain gave a significant boost to
Japan’s industrial growth while also nurturing the new sterling area.

It is important at this juncture to keep in mind the connections
between economics and politics. India had been granted tariff auton-
omy in 1917 partly to ensure that revenue could be raised for payments
that the Government of India had to make in London, and partly to
persuade the Indian business class to co-operate with the Raj.130 The
Ottawa agreements and the trade negotiations with Japan were further
extensions of a system that was intended not only to ease India’s eco-
nomic relations with Britain but also to pursue a collaborative policy
with part of the middle class in India and thus weaken the radical
nationalism of the Congress party. As Kagotani observes,131 Britain
wanted to maintain a supply of cheap consumer goods from Japan to
prop up living standards in India and contain popular unrest. Indeed,
Japan might have received even more open-handed treatment in India
had not the Conservative government needed support from
Lancashire’s MPs at moments when political relations between Britain
and India became so controversial that they threatened to split the
Party.132
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Looked at from the British perspective, it is clear that the original
intention of the Ottawa agreements was to meet the world crisis by
encouraging inter-imperial trade flows. Britain in particular wanted to
see freer trade between empire countries, but the insistence of the
Dominions and India on retaining protection meant that she had to
make do with a system of mutual preferences. After that, the peculiar
pressures exerted by Britain’s position as a major international creditor,
together with the traditional mind-set of British gentlemanly capitalists
in the Treasury and other key areas of government, caused the agree-
ments to evolve in a way that differed from the original intention. It
was then that they became instruments facilitating the smooth oper-
ation of the sterling area. One fascinating aspect of Akita and Kagotani’s
work is to show how quickly the Japanese government grasped the
essential elements of the British position. Policy-makers in Tokyo real-
ized that to do business with the British empire effectively, and to maxi-
mize Japan’s own interests, they needed to direct their efforts towards
easing financial flows rather than towards promoting manufactured
exports aggressively. They held to this policy, even though the interests
of the manufacturing lobby in Japan sometimes stood in their way.

A further implication of Akita and Kagotani’s work is to reveal how
many segments of the multilateral trade network survived the crash of
1928–31 and were actively encouraged in the 1930s. Looking at the
matter once more from a British perspective, we can say that the
encouragement of multilateralism was a direct outcome of policy prior-
ities favoured by gentlemanly capitalists.133 Any system devoted to
extending markets for Britain’s manufactured exports would almost cer-
tainly have restricted international trade flows much more, as Sansom
recognized. In practice, by expanding the sterling system and cultivat-
ing its relationships with other blocs, Britain tried to retain as much of
the cosmopolitan world economy of the gold-standard era as was possi-
ble in the circumstances of the 1930s – and for the same reasons. In
dealing with this theme, Akita and Kagotani also note the strong simi-
larity between the way the Dutch, as well as the British, approached
trade negotiations with Japan. The similarity suggests that financial
concerns outweighed industrial ones in the Netherlands as they did in
Britain. If this was indeed the case, it provides grounds for supposing
that comparisons between international economic policies of Britain
and the Netherlands would be well worth considering. The Dutch
empire, based essentially on Indonesia, was far more important to the
economic and political development of the Netherlands in the nine-
teenth century than has often been allowed; it has even been suggested
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that the Dutch produced a home-grown species of Britain’s gentlemanly
capitalist elite.134 Whatever the outcome of this comparison, after it has
been pursued into the twentieth century, it is clear from Akita and
Kagotani’s pioneering efforts that the idea that international economic
relations in the 1930s were essentially about the creation of states of
autarky is at best an oversimplification and at worst a misunderstand-
ing. This much can be said with some confidence, even though the
older stereotype still pervades much of the discussion of the subject,
and even though additional work is needed to uncover just how intri-
cate and interconnected the international economic system remained
in the 1930s.

IX

Japan’s invasion of China in 1937 is a key date in Akita and Kagotani’s
calendar of events; Kibata’s elegant dissection of Anglo-Japanese rela-
tions in the 1930s confirms its importance. We agree with Kibata that
until then it was possible that Japan would finally come to terms, polit-
ically and economically, with the British empire, despite her military
build-up and aggressive stance towards China. After that date, military
objectives overcame all others, and the war with China began a process
of hostilities that led to the frontal attack on the British Empire in the
Second World War.

If there was no inevitability about Japan’s shift in policy from 1937, we
can regard Britain’s attempts to reach an accommodation with Japan
as being more realistic than some historians are inclined to believe.135

As Kibata notes, from the perspective of 1935–36 it was reasonable for
Neville Chamberlain and his allies in the Treasury to suppose that there
was an economic solution to the Japan–China problem and that the
Japanese, as ‘Orientals’ themselves, could be valuable allies in Britain’s
drive to develop China. British business interests in China also began to
favour the idea that Japan would galvanize China, thereby creating
opportunities for Britain, too, while keeping the peace in the Far East.136

In other words, the well known Leith-Ross mission, which Kibata sees as
an example of gentlemanly capitalism, made some sense at the time.
Admittedly, the mission was partly based on hubris. The chances of per-
suading the Chinese to join the sterling area formally were always
remote: China managed to stabilize its currency without aligning it
either to the dollar or to sterling.137 Yet Leith-Ross’s mission helped to
stabilize the currency and to set up an effective central bank. Moreover, as
Kibata notes, to the extent that Britain’s economic initiatives stimulated
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China’s development, they moderated long-standing anti-British nation-
alism. Indeed, the prospects for sustained growth in China, and for
continued British enjoyment of some of its fruits, seemed very promis-
ing immediately before the Japanese invasion.138 However, there is no
doubt that, despite Leith-Ross’s attempt to placate the Japanese and even
to involve them in the negotiations, his mission angered many observers
in Tokyo who saw it as an attempt by Britain to dominate the Chinese
market and to strengthen China against Japan.139 Ambiguity was indeed
present in Britain’s policy towards China and Japan at this time, and it
was not resolved until 1937, when a calculated decision was made, on
the presumed balance of advantages, to support China.

Kibata’s stress on the importance of industrial interests in backing
British schemes for Chinese development is timely. We, too, drew atten-
tion to the role of the industrial lobby140 principally in relation to the
interest shown by Neville Chamberlain, the British Prime Minister of
the day, in the Leith-Ross mission. Kibata extends our comments by
referring to Ramsey MacDonald’s ideas for developing the China market
and to the Barnby Mission of 1934, which was supported by the
Federation of British Industries and had official blessing.141 Kibata’s
characterization of these initiatives as ‘industrial imperialism’ suggests a
possible connection with Phimister’s discussion of South Africa.142 In
the same way, Neville Chamberlain’s policy of bringing industrialists
into the discussions about China prompts interesting parallels with his
father’s approach to imperialism. As we have seen, Joseph Chamberlain
wanted to assemble a new coalition of economic interests in support of
his imperial policy. It is difficult to know whether to label it, and
Neville’s policy towards China, as ‘industrial imperialism’ or to see one
or both as a modification of the more traditional gentlemanly capitalist
approach. What is clear, however, is that Neville Chamberlain’s initia-
tives, and the Leith-Ross mission itself, were both deplored by the
Foreign Office, which feared that Britain’s meddling in China’s eco-
nomic affairs would anger Japan and was likely to end in conflict.143 A
full assessment of this issue needs to bear in mind the fact that circum-
stances had changed greatly since the turn of the century. The industri-
alists of the 1890s were trying to sell textiles and railway equipment to
China; those of the 1930s had formed transnational conglomerates and
were beginning to invest in productive activities in China itself, often
in association with indigenous entrepreneurs. The first group wanted to
see China opened up and nationalists put down; the second were inter-
ested in developing the hinterlands of the great ports, which meant
working with the nationalists rather than against them.
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One of the merits of Kibata’s paper is its reminder of how Britain’s
policy towards Japan and China was affected by perceptions of what
was happening in other parts of the empire, most notably in India.
However, though Britain had its share of Cassandras, Kibata may have
underestimated the degree of optimism about the future of the empire
expressed by British commentators in the 1930s. In the context of
British policy towards Asia, it is interesting to see that the pessimists
tended to come from the more traditional arms of the gentlemanly cap-
italist network – the Foreign Office and the upper ranks of the armed
services – whereas the optimists were more likely to be found among the
‘money men’ and their allies – the City, emerging big business and the
Treasury. Such contrasts should not be overdrawn: the Bank of
England’s records suggest that the Governor, Montagu Norman, was
more sceptical about the outcome of Britain’s financial initiatives in
China than were either the Treasury or the City.144 While both schools
of thought were offering their different predictions of China’s future,
the British government tried to buy time, through appeasement, to
enable Britain to rearm while still searching for a means of holding the
international order, on which her economy was so dependent, in place.
When Japan’s invasion of China was followed by Hitler’s strikes against
first Czechoslovakia and then Poland, it became obvious that the future
of the empire had come to depend upon the support of a republican,
anti-colonial power: the United States.

X

Economic history and the history of political economy have lost favour
in recent years. They have clearly failed to attract the same interest and
enthusiasm as cultural history and the history of discourse in particular.
However, the most obvious conclusion we draw from our reading of the
contributions to this book is that the study of the economic dimension
of the history of imperialism has great importance and vitality, and can
still evoke research of the highest quality. The subject is far from being
tired and dated, as its detractors have claimed.145 It is also evident that,
as in all good work, new questions are raised as old ones are answered:
the essays in this volume suggest a host of research agendas yet to be
tackled, and in doing so point to ways in which the scholarly frontier
can be moved into new territory.

Bowen’s essay amplifies our highly compressed view of the eighteenth
century and prompts the question of whether ‘peripheral gentlemanly
capitalism’ existed elsewhere, apart from America, before the
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nineteenth century. In parallel fashion, Krozewski’s chapter expands
our abbreviated treatment of the period after the Second World War and
establishes the need to look more closely at the timing of the demise of
gentlemanly capitalism in the metropolis itself in the second half of the
twentieth century. Darwin’s spacious contribution raises large issues
relating to the interaction between economic events and political action
and between domestic impulses towards imperialism and the inter-
national forces constraining them. Despite the immense amount of ink
spilled over the partition of Africa, Phimister’s concise assessment shows
that many of the links between imperial expansion and the economic
development of tropical and southern Africa remain either undiscover-
ed or underresearched. The chapters dealing with Asia have research
implications of equal importance. The broad survey by Shunhong
opens up the possibility of further dialogue between Marxist and non-
Marxist scholars on issues such as decolonization and neo-colonialism.
Petersson’s detailed analysis of the years between 1905 and 1911 is a
model of its kind and should encourage studies of other regions that
played host, reluctantly, to international diplomacy and cosmopolitan
finance. By harnessing British imperialism to the study of industrializa-
tion in the Far East, Sugihara’s chapter and the complementary contri-
bution by Akita and Kagatoni point to the need for similar studies of
Britain’s relations with other parts of the globe. They suggest, too, that
a closer investigation of the complex web of relations that held the
international economy together after 1870 would be a rewarding exer-
cise and might change our view of its evolution, especially during the
crisis years of the 1930s. Kibata’s essay adds to this new Asian pers-
pective by showing how economics was linked to politics in the making
and breaking of Anglo-Japanese relations, and not only in the 1930s,
which is his own special interest.

Anyone familiar with the historiography of imperialism will be aware
that there has been discussion recently of the emergence of a ‘new’
imperial history.146 Like all such novelties, the term carries different
meanings for different authors. They have in common the broad sense
that imperial history, though ably studied by numerous scholars over
many years, has lost the status it once enjoyed when empires were
going concerns. From the 1960s it was gradually broken down, follow-
ing the fate of the empire itself, and its various fragments were annexed
by the rising power of Area Studies. Its appeal to younger scholars is
limited, and in recent years has been confined largely to a restricted
number of themes inspired by postmodernism. One reading of the term
‘new’ in relation to imperial history is that it consists of superimposing
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themes such as gender, race, science, art, architecture and the environ-
ment on older forms of the subject, perhaps to the point of liquidating
them. This enterprise has already been launched, and has both departed
from and added to the agenda inspired half a century ago by scholars
such as Gallagher and Robinson. The issue is not whether these new
topics are desirable additions to the repertoire, for it would be hard to
deny their claims or their merits. The difficulty, which has yet to be
addressed, is how to incorporate them in such a way as to produce an
integrated programme for research and teaching.

A second meaning of the ‘new’ imperial history is one that seeks to
rescue the central but neglected themes of economic and political
history, to relate them not only to the role of the state but to forces
that bypassed or permeated state agencies, and to place them in a long-
term and comparative context.147 The endeavour, though heroic
enough in its ambitions, needs also to encompass cultural history and
social history rather than be set against them. This design is a consider-
able departure from the postmodernist agenda, which not only relegates
economic and political issues but is also hostile to the ‘totalizing
project’ and the ‘essentialism’ inherent in studying structural change and
continuity in the long run.148 It will be apparent that it is this version
of the new imperial history, or at least facets of it, that is set out in the
present book. The approach adopted here connects in turn with other
studies, such as Pomeranz’s notable contribution discussed earlier,
which promise to give new life and fresh appeal to large-scale, compara-
tive histories of the material world.

The events of 11 September 2001 are certain to have a considerable
impact on scholarship as well as on the wider world. When the twin
towers of the World Trade Center were brought down, so too, surely, was
the fashionable assertion that sophisticated thinkers speak only of
perceptions and not of realities. On that day, reality made an instant
come-back, tragically with a big bang. It was a reality, moreover, that
could be understood only by placing it in a global perspective because it
was a distant, different and poorly understood part of the world that
suddenly ‘struck back’. It then became apparent that to understand this
world it was also necessary to grasp some of its past and, by a further
step, to reach into the history of defunct empires in order to understand
the economic, political and cultural impulses they transmitted and the
reactions they provoked. In this circuitous way, globalization met history
on 11 September. History, through the medium of historians, now has an
opportunity to respond by re-energizing the study of those parts of the
world that conventional histories of the nation state cannot reach.
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