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INTRODUCTION

There is no doubt that the book for which J. A. Hobson
is best known is Imperialism: A Study, first written in
1902. The book went through three editions in his
lifetime, the last of them in 1938 two years before his
death, when Hobson wrote a new introdu~tion but left
the original text substantially unaltered (Hobson,
1988). Imperialism is undoubtedly Hobson's most
comprehensive and impressive statement of his position.
Nonetheless, in a writing life of fifty years, Hobson
wrote about imperialism on many occasions and this
collection of articles and extracts demonstrates that his
perspectives and even his judgements on these matters
changed frequently, often in direct response to crises in
the political alld economic world around him (Cain,
1978; 1990).

'Free Trade and Foreign Policy' (Article 2), written in
1898 in response· to the battle between the great powers
for spheres of interest in China, was Hobson's first
attempt to offer a comprehensive theory of imperialism
(Porter, 1968; Cain, 1985a). He was concerned to
refute the a~sumption of the imperialists that extending
British imperial authority abroad was vital for trade and
for economic survival and he did so by denying the
necessity of the link between foreign trade and growth.
The root problem of the economy was a maldistribution
of resources which left too little of the income .0£ the
nation in the hands of the mass of consumers and meant
that a large percentage of what was annually produced
and saved had to find foreign outlets. Imperialism was
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vi Introduction

the military .and political manifestation of under­
consumption and of the search for new markets for
foreign investment to relieve the crises caused thereby:
its antidote was social reform, which by redistributing
income and wealth more fairly, would lead to the
absorption of the surplus domestically and to a drastic
reduction in the need for overseas markets for capital
and, therefore, for goods. All the crucial ingredients of
the argument of Imperialism: A Study are here. What is
missing, however, is the claim made in the larger work
that the galvanizing force behind imperial policy was
financial conspiracy. That element owed its prominence
to Hobson's journalistic visits to South Africa made in
the run-up' to the Boer War when he became convinced
that the war was being fought on behalf of the
mineowners backed by a kept press. The specifics of his
South African experience are not strongly evident in
Imperialism: A Study, where the argument proceeds on
a high plane of generality, but can be found in The War
in South Africa (1900), in the article 'Capitalism· and
Imperialism in South Africa' (Article 3) and in later
works (Article 6 and Etherington, 1984).

One of the grand themes of Imperialism: A Study is
that the vast waves of foreign investment upon which
imperialism was built would lead in time to an industrial
revolution in what we now call the Third World,
devastating its traditional cultures. The consequent de­
industrialization of the developed world would also turn
Western Europe into a service economy, ruled by
financial power, destructive of the liberty and demo­
cracy which Hobson associated with the rise of urban
industry (Cain, 1979). The argument can be .found in
Part II of Imperialism (Hobson, 1988 pp. 285-327),
but it relies upon ideas first formulated by Hobson in
'Can England Keep Her Trade?' (Article 1) written in
1891 long before he became interested in imperialism
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and when he was concerned more directly with the
problem of poverty in Britain. Given his narrow
perspective at the time, Hobson was quite willing to
suggest protection and the prohibition of capital export
as remedies. By 1898, of course, he was claiming that
social reform would solve the problem by reducing the
volume of foreign trade to relative insignificance. In
Imperialism he also showed himself a passionate advo­
cate of free trade, arguing that tariffs were simply a
device for ensuring that the poor would pay the costs of
imperial expansion. But his most explicit attack on
tariffs in this context was made in his article 'The
Inner Meaning of Protectionism' (Article"4), Hobson's
response to Chamberlain's announcement of his cam­
paign for imperial preference and empire unity in 1903.
In this article he claimed that protection would simply
add to the underlying problem of maldistribution,
increasing the need for overseas outlets for trade and
capital and adding to the pressure of imperial expan­
sion. Free trade, on the other hand, since it fostered
peaceful intercourse between nations, was an essential
basis of pacific internationalism.

In Imperialism, Hobson briefly identified the South of
England as an example of a service economy living off
the fruits of imperialist exploitation (Hobson, 1988 pp.
151, 313-4), but his only extended analysis on these
lines was made in 'The General Election: A Sociological
Interpretation' (Article 7). Here, Hobson examined the
deep divide, evident in the results of the January 1910
election, between the North of England, whose alle­
giance was to the Liberal party, and a predominantly
Conservative South. Hobson believed that the electoral
division reflected a fundamental cleavage between the
provincial industrial sector in Britain, which under the
Liberals was increasingly inclined to support an exten­
sion of democracy and social reform, and a service
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economy dominated by a 'moneyed class' whose income
often came from overseas investments and who pro­
vided the main source of support for imperialism (Cain,
1985b).

The Liberals came to power in 1906 and retained it in
1910 in two elections. They were committed to
measures of social reform such as old age pensions and
compulsory insu:rance ag~inst sickness and unemploy­
ment which were consistent with Hobson's own ideas
on the subject. Hobson had always believed, as 'The
Inner Meaning of Protectionism' (4) testifies, that in the
very long run the forces making for international
harmony would prevail over those supportive of war
and imperialism. But after 1906, he seems to have
assumed that the pace of this inexorable drift towards
world-wide free trade and democratic internationalism
had quickened. One of the best introductions to this
strain in Hobson's thought can be found in the 1906
article 'The Ethics of Internationalism' (Article 5) with
its underlying idealist teleology. This brings out the
extent to which he believed that, although world
relationships were still disfigured by imperialism, the
main effect of international trade and investment was to
forge cooperative bonds between peoples and lay the
basis for internationalism (Porter, 1990).

It was during this period of Liberal reformism that
Hobson wrote The Economic Interpretation of Invest­
ment (Article 8), a work in which he offered, for a
complex of reasons (Cain, 1978), an approach to
imperialism seriously at variance with that put forward
in Imperialism: A Study. In Economic Interpretation (8)
he argued that an extensive foreign trade was in the
interests of all classes of the population and that foreign
investment represented merely the excess savings of the
nation which would otherwise find no domestic outlet.
Moreover, overseas investment was always beneficial to



Introduction IX

the receiving country which was incorporated into a
harmonious system of international division of labour.
His radical analysis of capitalism was now muted and
all the fears about the disastrous consequences of
international factor movement for the world economy
which had preoccupied him earlier now disappeared. It
is also apparent that Hobson now viewed imperial
domination over 'backward nations' as an inevitable
stage in a progress towards a new and better world.

Of course, the coming of the First World War and the
international economic disarray which succeeded it,
forced Hobson to recant a great deal of this (Cain,
1990). In 'Why the War Came as a Surprise' (Article 10)
he acknowledged the facile nature of the optimism
amongst radicals in the years just before the War and
then went on to claim that imperialism based on
inequalities in Europe was one of the underlying causes
of discord between the Great Powers, though he was
also inclined to admit that Germany bore a special
responsibility for starting the conflict in 1914. But after
1914 he did not revert to the confident assumption of
the late 1890s that Britain's foreign trade could largely
be dispensed with in a new moral order. Indeed, in The
New Protectionism (Article 9), written in the middle of
the war, he went out of his way to persuade his readers
that it was quite wrong to assume that, after the war
was over, it would be·good policy to exclude Germany
from our markets because restoring trade between the
belligerents was important in re-establishing peace on a
firm basis. The New Protectionism (9) is also worth
reading because it contains a fine example of Hobson's
passionate conviction that permanent peace between the
European Powers would only be possible if the econ­
omic development of colonial territories took place in
future under internationally agreed rules. However, the
chief interest of the book lies in the fact that, in looking
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back to the pre-war imperialist rivalries of the European
powers in Africa and Asia, Hobson appeared to accept
their aggression as unavoidable. He also admitted that,
on balance, imperialism had brought considerable
commercial benefits.

However, during the war, and particularly in
Democracy After the War (Article 11), he reiterated
many of the arguments of Imperialism: A Study, adding
also his belief that rapid increases in productivity in
industry just before the war had exacerbated the
problem of oversaving and increased imperialist
pressures. Democracy After the War (11) is also
important because it offers analyses .of a nurnber of
specific imperialist episodes, something quite rare in
Hobson's work. These include the occupation of Egypt,
the second Boer War and the British role in the scramble
for China in the immediate pre-war period. The
conclusions to which he came were fundamentally the
same as in Imperialism: A Study, but he showed a much
greater awareness of historical complexity. Signifi­
cantly, the crudely conspiratorial element present in the
earlier work had now disappeared and he was willing to
concede that the motives of some of the powers in
China, such as Japan and Russia, could not be
adequately described as economic or financial.

After 1918, Hobson joined the Labour party where
there was considerable sympathy with his ideas on
underconsumption and, in the 1920s and 1930s when
unemployment and depression overshadowed the world
economy, his writings reflect these preoccupations. One
important problem which concerned him was that
attempts to raise living standards for the average man in
Britain could fail because costs would rise and British
exports would be priced out of world markets. In
Rationalisation and Unemployment (Article 12) he
recognized that overcoming this difficulty would involve
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cooperation between the industrial powers to raise
living standards in step with each other, thus avoiding
cut-throat competition abroad. A new attitude to
'backward' countries under imperialist control was also
needed. Living standards in these parts of the world
were very poor and imports low, placing a real restraint
on the growth of trade with industrial countries like
Britain. Only a concerted effort to raise incomes in the
underdeveloped world, a benign imperialism, could
provide Britain with the markets necessary to avoid the
perils of underconsumption and unemployment. This is
a far cry from the message of Imperialism: A Study.

In the late 1930s, for complex reasons, Hobson
reverted to the views he had held at the beginning of the
century and this made it possible for him to reprillt
Imperialism: A Study practically unchanged (Cain,
1990 pp. 47-9). As a result of the prestige and
importance of Imperialism and Hobson's silence about
his frequent changes of emphasis in his autobiography
Confessions ofan Economic Heretic published in 1938,
a rich seam of Hobsonian reflections on imperialism
were thus lost to view until now.

Peter Cain
University of Birmingham, 1992
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Article 1

THE

NATIONAL REVIEvV.

No. 9T.-MAROH, 1891.

CAN ENGLAND KEEP HER TRADE?

TWELVE years ago the manufacturers of Lancashire were agi­
tating for the abolition of the tariff upon cotton goods imported
into India. This tariff was abolished in 1880. The same manu­
facturers are now crying out for a Factory Act to regulate hours of
labour, and to impose other restrictions upon native producers in
India.

The Bombay and Calcutta mills, we are told, are reproducing all
the worst iniquities which disgl'o,ce the early history of our Engli~h

factory system. Nothing is more likely. But the m"otive which
is inducing our Lancashire producers to their urgent request for·
legislative protection ·is not a spirit of disinterested philanthropy.
It 'is a well-founded fear of Indian competition. The industrial
growth of India during the last fifteen years de8~rve8 moro
than a passing recognition. Her imports in 1888 amounted to
more than .£65,000,000, nine-tenths of which were English goods.
India is, in fact, the largest market whioh English manufacturers
possess, and as Bir R. Temple significantly remarks, Ie next after
tbat of China, is also the greatest they could possibly obtain in the
present condition of the.world." They are by far the largest pur­
chasers of our cotton goods, hardware, and machinery, and wrought
metal of every kind.

One-third of our shipping trade is w~th India. A great part of
this enormous trade is the gloowth of the last fifteen years. The
import of cotton goods into India rose from .£18,766,000 in 1879
to £28,674,000 in 1886. The growth of exports bas kept pace with
the import trade, amounting in 1888 to £90,000,000. It is to the
natul'e of this export trade, and of the general commercial develop­
ment of India. that our chief attention is due. The great wheat
export trade of India is a thing. of the last twelve years; the
quantity we now take from India is more than five times what we
to<?k ten years ago.

VOL. XVII. 1
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To the eyes of the British merchant this is entirely as it should be.
India should be, for all eternity, a huge field for the ·8rowth of grain
and cotton to be exported to England and paid for in manufactured
goods. What arrangement can be more simple and delightful I

But how if it he not the eternal destiny of India to provide us
with cheap grain and raw material of manufacture? '\Vhy should
not India manufacture for herself what she wants, and keep her
grain to feed hor toiling millions? Sir John Strachey, in his recent
book on India, tells us eC The expansion of trade has been more
rapid in India during the last ten years than in any other country
of the world. Between 1878 and 1884 the foreign trade of Great
Brit"ain was stationary, a.nd even suffered a slight diminution; the
trade of France and of Germany increased by about 7 per cent.,
and that of the United States by 21 per cent., ·while the increase
was 60 per cent. in India."· Of this increase the growth of
manufactures has been rapid and persistent. Between 1876 and
1886 the nUlnber of mills and factories in India. had nearly
doubled. It is catitnatod tha.t the Indian cotton factories now
represent a capital of more than .£10,000,000. In 1876 there
,vere only fifteen mills at work in the Bombay Presidency; there
are now seventy-two, and ten more are said to be in process of
conetruction. An important foreign trade in manufactures has
sprung up with China and other Asiatic countries. In 1876 this
trade was estimated at .£1,000,000; in ten years time it had
risen to £4,200,000. It is now an admitted fact that India is
supplanting England in "the Asiatic market. In spite of the repeal
of import duties on manufactured cotton goods, the native manu..
factures have doubled within the last eight years. The exports
of cotton goods from the United Kingdom to China and Hongkong
ahowed a slight falling off in 1887, as compared with 1880, while
Indian exports during the same interval had multiplied threefold.
But the most significant fiRures are those recently published by
the Board of Trade. In May 1890 no less than 12i per cent. of
Indian exports consisted of partly or wholly manufactured goods,
while the same return shows an absolute decline in. the imports
of manufactured goods from Great Britain as compared with the
previous year. A comparison of imports and exports of yarns and
textile fabrics between 1889 and 1890 shows a slight diminution
in imports from England and a. slight growth in exports from
India, which clearly indicates a turn in the balance of trade. The
Harno tables cHtablish tho fact that while the total imports into
Indio, u,ro o.huost stationary, the total exports show an expansion
of 12 per cent.t Further evidence of the growth of native cotton

• Indile, by Sir J. Stracbey, K.O.B.
t 'j'lw Bum'll uf 'l'nlde Journul, Septomber 1890, p, 882.
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manufacture is afforded by the diminished .export of raw cotton
to England, which shrank from .£5,884,985 in 1884 to £8,068,002
in 18M8.

From tbese facts, and many others, it is evident that India is
learning to manufacture for herself, and is already able to com­
pete successfully with Eng~and in neighbouring Asiatic markets.
Now~ the first question which suggests itself is this, How bas

India 'been enabled so lately to develop this industrial energy?
The answer is not far to seek. The whole of this commerci:\ J

development is the direct product of Enf:tlish capital and English
enterprise. We have laid more than sixteen thousand miles of
railway, and nearly thirty thousand miles of telegraph; we have
rendered navigable·large pieces of the Ganges, Brahmaputra, and
a dozen other rivers, laid metal roads, and assisted in the making
of twenty thousand miles of canals; we have opened supl)lies of
coal and iron in different parts of the country; railway plant and
rolling-stock still form the IDost rapidly increasing form of im­
ported manufacture. \Ve havo not merely sont over our machinery
and taught nn.tivos how to usc it, but \\'0 have stimulated tho
native lnanufacture oC luachinery to such an extent that, as we
now see, the import of English Inachinery seenlslil<aly to be checked.
In a word, it is capital gwned and directed by an English Govern­
ment and English private companies which is laying the solid
foundations of the manufacturing future of India.

Since we already see that Bombay and Calcutta ractories, manu­
facturing piece-goods on English models with English machinery,
are able to oust us from Asiatic ~rade, it is not unreasonable to
ask whether they may not in time be able to drive us from other
Inarkets, a·nd eventually to take our place as the first Inanufacturing
nation of the world. In a word, may we not be raising up a rival
who will better our instruction and take our place? The fanatical
~'ree-trader,jealous Cor his retish, no doubt sniffs economic heresy in
the very use of the term H rival" to expreRs an industrial competitor.
We can, he thinks, have nothing to fear but everything to gain
from the commercial success oC other nations. Well, this is an
amiable and pleasant doctrine to hold, but let us look at it for a
moment in the light of recent English history.

If we look at the internal hist.ory of England during the last cen­
tury and a half, we shall see a widespread and strongly marked
disturbance and re-settlement of industry attesting the operation of
the forces grouped together undor the namo or tho industrial revo­
lution. At the close or the soventeenth centnry the largest cities,
after London, were Bristol, Norwioh, York, and Exeter, and the
most thickly-populated counties after Middlesex and Surrey were
Gloucestershire, . Somerset, and '\Vilts, the manufacturing district

1 •
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of the West, Northamptonshire and Worcestershire, the seat of the
Midland manufacturers, and the agricultural counties of Hertford­
shire and Bucks. The great commercial cities of to-day, Liverpool,
Manchester, Birmingham, Leeds, and Sheffield were all of them
towns with l\ population of a few thousands each.

So far as the balance of trade between the different districts of
England is concerned, the industrial development of the last
century and a half has wrought a complete revolution. The five
D10st populolls counties outside the Metropolitan area are Lanca­
shire, Dnrhanl, Stafford, Warwick, and the West Riding. In 1700
none of these ranked amongst the first ten. It is needless to ask
what the m\tlse of this mighty change !Jas been. Superior economy
in the al'ts of production, due principally to an easier access to
supplies of coal n.nd iron, have brought these localities to the fore.
It is free compet.ition among the different districts of England that
has led to a growing concentration of trade on those spots possessed
of the gren/test natural economic a~vantages.

Now, if the spirit of effective free competition works such potAnt
changes within the narrow limits of our little island, depleting
HOOle diHtl'icts of their industry and population in order to enrich
and render populous other districts, what prodigious changes may
we not expect when the same forces are operating with equal
effective.ness over the wider rang.e of the British empire, or even of
the whole commercial world? May we not expeot the same rapid
rise and fall of the commercial importance of countries which we
have seen in the counties of England. Is it absurd to suppose
that England herself may sink, like Norfolk or Huntington before
the power of somo vast new Lancashire? Is it so grossly
improbable that India mi~ht become the Lancashire of the British
Empire, or even perhaps with China become the workshop of the
world? rrhe problem is essentially a new one, for the conditions
of effective world-wide competition are only beginning to be
realised. The new creation of steam-driven machinery, the
material embodiment of the industrial revolution, has sca.rcely
touched the huge countries of the East, and even in the West its
full working has not been felt outside the narrow limits of a few
leading nations.

Race, language, inherited prejudices, ignorance, timidity,
inadequate communication, have furnished a formidable barrier to
the free operation of comnlercial competition outside the limit of
the nation which is being but gradually broken down.

In order to master the true meaning of the movement, we must
look not at the international exchange of products, commonly
known fl,S foreign trade, but rather at the international transfer of
capital nnd la,bour. It was the movoment of capital and labour in
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search of the most advantngeoue field of investluent which caused
the new settlement of English commerce. It is to this movement
that we must directly confine our attention, if we would understand
the wider disturbance ,vhicb the new spirit of industry is likely to
create in order to effect a new world-wide settlement.

Capital always tends to attach itself to the cheapest labour to
be found within its field of investment. Until quite recent times,
this field of investment was in almost all cases practically confined
to the country in which the capitalist lived. Except in rare
instances, capital was not to be trusted outside the limit of effective
personal supervision. The gradual breaking down of international
barriers to trade, and the rapid facilitation ·of lneans of communi­
cation causes a constant expansion of the field of investment, both
for capital and labour. The attraction of effective capital and
cheap labour for one another is mutual. Thus a mutual gravita­
tion takes place, capital goes out to cheap labour, cheap . labour
comes in to effective capital. At first capital is heavier and less
mobile: the earlier effects of growing international communication
is to draw cheap labour to the vicinity of capital; slave-stealing
and slave-breeding, free importation of cheap foreign labour, are
the natural results of the early operation of free competition
outside the nation. But this movement will not and cannot
last.

The following forces act as growing checks on the movement of
cheap .labour to the vicinity of capital:

1. The tendency of democratic government in commercial
countries is} against it. First, the importation of slave-labour is
IJrohibited. Next, growing restrictions are placed upon the im­
portation of cheap foreign labour, which have their logical
culmination in an alien law pressed upon a democratic govern­
ment by the large clas8 of enfranchized workers whose interests
are directly affected by the competition of the immigrants. The
United States and Aus"tralia are already far advanced in this policy
of restriction, for the problem has come upon them with a dramatic
force which forbade that it should be shirked. A few ship-loads of
Chinamen emptied into the port of London, would cOlopel the
English Government to a filpeedy policy of similar restriction. It
will become more and more difficult for cheap foreign labour to
move towards capital.

2. While the international movement of labour, in spite of
growing facility of migration becomes more restricted, the move­
ment of capital continually becomes more free. Each year 8ee~ it
more fluid and more cosmopolitan. Growing knowledge of the
world, the spread of secure and responsible government, the
power of adequate supervision conferred by the railwa.y, the stea.m-
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ship, the newspaper, and the telegraph, the speculative boldness of
modern business, all conduce to this mobility of oapital.

Every year sees a larger and larger proportion of new English
capital seeking investment in foreign lands, gravitating in ·ever
larger quantities towards the lands of cheap labour. Although no
exact statistics on the subject are available, it seems likely that
about .£150,000,000, some 12 per cent. of the total annual income
of this country, is already derived from foreign investments.

Even if no legislative restriction were placed upon the flow of
cheap labour, it seems' inevitable in the long run that the early
current of cheap labour should dry up, and that a reverse current
should set in, capital flowing to the lands of cheap labour.

The reason of this is obvious. The cheapness of labour consists
in the difference between the nett produce of that labour and the
cost of subsisting that labour in accordance with the standard of
living in vogue among the labourers. Chinese and Indian coolies
cannot live and work so cheaply in America, Australia, or
England, as in their own countries. Thus, other things being
equal, it will pay capital best to employ labour in that country
where it can be subsisted most cheaply. At first, other things are
not equal; capital is timid and will not move, hence labour is, for
3 time, drawn into countries where it is subsisted less cheaply
than at home. The growing venturesomeness of capital is suffi·
cient of itself to overcome this tendency. English and American
capital must in the long run find their employment in countries
where life can be most cheaply supported. Indian and Chinese
labour will be found, in fact, to be cheaper when occupied in India
and China than elsewhere.

In a word, capital must gravitate towards the localities where
life is most easily sustained. It is now, perha,pa, time to deal with
the objection which takes the form of the question: Is Indian
labour really cheapest? Will the nett advantage of' employing
Eastern labour be really great enough to draw capital from
employ"ment in England" Though Indian wages may be Sd.
and English wages 8s. per diem, it is conceivable that·English
labour, assisted by the local advantages of more effective organiza­
tion and readier supply of capital, should be more .than twelve
times as productive as the other. This may be so, and may con­
tinue to be so. We cannot dogmatize. If English labour does
continue to be twelve times as effective as Indian labour, we ,have
nothing to fear. But ouriosity will still prompt us to put the
question: Are we justified in supposing that the full superiority
of English labour will be maintained?

Examining the subjeot in cool blood, must we not rather look
fOl"ward to 0. tilno when the difference in effectiveness of English
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and Indian labour will be so much diminished that our English
labourer will no longer be equal to twelve Hindoos, but only to two.
For we must never forget that the relative effectiveness of labour
at present is much more due to the advantages in organiza.tion,
and communication, and easy supply of machinery and steam­
power than to the actua.l difference in quality of labour-power
in the English and Indian labourer. That the Englishman, both
in physical strength, acquired skill, intelligence, and morale, is
superior to the Hindoo no one will question; but that this SUIJe­
riority' is rightly measured by the difference in wages between ad.
and 8s. is not for one moment to be maintained. This being so,
all our efforts to civilize India, to teach her the arts of industry,
to develop her factory system by the application of English capital
and enterprise, to economize the industrial forces of the country
by improved communications, and lastly to open up the vast
hidden supplies of coal and iron she possesses, will end by making
Indian labour much more effective than it has been in the past.

What will be the consequence of this growing effectiveness of
Indian labour? Let us assume that, by education and improved
economy of organization, Indian labour can be raised to half the
effectiveness of English labour, what effect will the 'progress ha,:e
on English industry? If English wages remained at 8s. while
Indian wages stood at ad., every rise in effectiveness of Indian
labour would exercise a more powerful attraction upon English
capital, which wo~ld flow with ever-growing facility to the land of
most profitable investment. This movement of capital would
signify a diminishing demand for English labour, "and an increas­
ing demand for Indian labour. Therefore Indian wages would
begin to rise and English wages to fall. As Indian labour became
more and more effective, and English capital increased in mobility,
this double process would go on with ever quickening pace.
Assuming an absolute fluidity in capital, it would not cease until
an exact equation of productive power, relative to wages, was
reached; that is to say, assuming that no improvements could make
Indian labour more than half as effective as English labour, the
rise of Indian wages and the fall of English wages would proceed
until the former -rose from ad. per diem to, say, 9d., while the
latter fell from 8s. to Is. 6d. If English labour were in fact
equally fluid with English capital, it would follow every movement
of the latter. Assuming the perfeot indifference and adaptability
of the U economic tt man as be appeared in th~ text-books of
Ricardo and bis followers, every migration of English capital to a
land of cheaper labour and higher profits would draw after it a
corresponding migration of English labourers. Juat as the
economy of centralized production in Lancashire, Staffordshire.
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and in the large cities of England, has drained the population of
neighbouring agricultural districts, so the economy of production
on Indian soil would draw the labouring population from England.
If labour must in the long run follow capital, and if capital natu­
rally seeks investment in localities where life is most easily sus­
tained, then these lands of cheapest sustenance must, in the long
run, be the centres of thickest population, and form the workshop of
the world. The ideal of free trade in capital and labour would'map
out,the habitable world according to nett effectiveness of labour,
and would localize capital and labour in exact proportion to the
grades of effectiveness in the various localities. Thus the capacity
for the production of material forms of wealth would ride rough­
shod over all the higher purposes of life, distributing mankind not
according to the requirements of moral and intellectual advance,
or even of aggregate physical well-being, but according to that
method of division which was conducive to the largest nett aggre­
gate of wealth.

This ideal, like most ideals, may never be reached, for it
assumes a perfect fluidity of both capital and labour. So far as
capital is concerned, we can see no limits to the increased fluidity.
But labour is in the long run much less mobile. Local attach­
ments are 80 strong that a. very substantial gain' is required to
induce emigration even to localities where the conditions of life are
not widely different from those of the native land. But local
attachment would not be the chief barrier in such a case as we are
contemplating. The deepest difference in the flexibility of capital
and labour lies in the definite character of the latter. Capital is
protean, it can assume any shape, and Olive in any climate; labour,
embodied in human shapes, is· subject to limitations of climate.
health, food, &c., which render its adaptation to a new local en­
vironment very slow. Though the wages in India rose to double
the English standard, the niigration of English labourers' would
be very slow. It would probably be easier to learn to live on
lower wages at home than to adapt life to an Indian or Chinese
enviroriment. Thus the rapid development of Asia. would" at any
rate for a long time, enable Asiatic labour to gain at the expense
of European labour.

But slow, though none the less sure, would be migration of
labour along the line of l~ast resistance, following the movementn
of capital, to the lands of cheapest subsistence. For though
the fluidity of capital grows much more rapidly than the fluidity
of labour, it must be recognh~pil thp· Jl,e decay of customary,
political, and commercial restraInts, ..... growth of knowledge
and of facility of communication, which belong to the spirit of
modern times, increase the adaptability of labour.
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The II economic" luan who, as capitalist, places his capital
wherever it finds cheapest labour, as labourer, seeks the spot
where the supply of capital is largest and that of labour smallest,
is not a mere foolish myth, as modern writers sometimes tell us:
he is the business man of the future, the ideal which modern in­
dustrial conditions are seeking more and more to realise.

With these conditions we have got to reckon. It is a vita
question for England. If we leave both capital and labour free to
enter and leave England as they choose, we must be content to
look forward to a not distant futuru when this capital will find its
most ·profitable investment outside England, leaving English
labour to starve, and, driven by starvation, to follow reluctantly in
the track of migrating capital. If by this time the unity of the
British Empire has become so vigorous a reality to us that we
view the shift of trade and population from England to India or
Egypt with the same indifference with which we have seen the rise
of Lancashire and the decline of Huntingdonshire, we may await
with philosophic complacency this working out of economic
foeces.

It would, however, be safer in so educating our sentiments not
to confine our sympathies too closely to the Ihnits of the British
Empire, for though it has been convenient to illustrate cosmic,
movements in trade by a stress upon the competition of England
with India, it would not do for us to assume that India, supposing
her economic advantages sufficed to secure her the industrial
supremacy, would be competent to hold it against the natural
advantages of China or a developed Africa. In fact, there would be
no guarantee that trade and population should not pass from the
British Empire, as we know it now, to lands which lie undeveloped
in their natural industrial resources. This economic aspect of the
world's history is, of course, no new one. The desire for wealth has
been the direct guiding spirit in all the larger migratory movementR
of history. Driven by the hope of better food or larger trade, races
have ever been moving in search of those lands, which relatively
to the condition of known productive arts, yielded the largest nett
advantages. Why, then, should we disturb ourselves? The
large historic movements of race and trade have been so slow that
they concern the individual little more than the still slower geo­
logic changes which he knows are ever going on. Well, these
movements have been slo,,- in the past i but there is every reason
to expect" that they will be incomparably faster in "the future. The
inventions of the last century have" broken the continuity of all
previous history. eo far as the latter might throw light on the
pa.ce of modern movements. The rise and fall of nations has been
slow in the past because the means of effective competition have
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been slow. EffectivG competition del)onds on rapidity of com­
munication. If we would understand to what degree we may
expect .modern movements, whether in political, social, or com­
mercial life, to be more rapid than former movements, we must
compare the pace at which men, goods, news, and ideas can travel
now with the pace' ~t which they could travel a century ago.
Bearing this in mind, it is not wholly unreasonable to expect that
an industrial movement which is barely perceptible in its larger
outlines to-day may, within a single generation of man, have
reached a magnitude which will secure for it a leading rOle in
history. If India is really posse'ssed of vast industrial resources
which are only beginning to be dev.eloped, far leB8 than a genera­
tion will be required to enable it to drain English capital, with the
effect which we have sketched above. If we are content that the
seat of industry and of population should be thus transferred, we
shall look on and drift with the rapid current of economic events.
If we are not content that England should lOBe her trade, we shall
be driven to a policy of Protection. ' What the nature of this
policy will be should not be misunderstood. Protectionists of
to-day are concerned with endeavouring to support home in­
dustries by keeping out foreign goods. Such a policy will be
wholly inoperative to prevent, the emigration of capital. On the
contrary, applied to an old country like England, such Protection
would encourage the alienation of capital. If we should he deter­
mined to defeat the tendency of trade to leave England and
seek a land of cheaper subsistence, we shall be compelled to Beek
some means of placing a prohibitive tariff on the migration of
English capital.

The practical bearing of our line of argument may be Bummed
up as follows. The Free Trade doctrine that ca.pital and labour
left alone tend to find the most productive employment is quite
correct. But this consideration provides no guarantee for the con­
tinuance of trade in any particular country, as, for example, England.
It also teaches us that in order to maintain the standard of ,wages
of labourers, it will not in the long run be 8ufficient to check the
free immigration of cheap labour from outside. If it be deemed
essential that trade should be kept in England, it will eventually
become necessary to pass not merely an Alien Law which might be
operative as an early palliative, but to establish a policy of pro­
hibitive taxation on exported capital, that is to say, on foreign
investments.

The greatest of modern eKplorers is capital; it passes into
the remotest corners of the world, tapping th.e earth at every point
for minerals, testing its fertility and varied capacities of growth,
gauging the strength, sldll, and adaptability of the inhabitants.
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In proportion as the relative industrial advantages of different
localities are more widely and exactly known, capital will settle
down and occupy itself exclusively on those localities where the
nett economic advantages are greatest. Unless England possesses
special advantages of soil, climate, position, or race which enable
her to play the same part in the free competition of the whole
world as she has hitherto played in the restricted competition of
a few advanced nationalities occupying the b.est known bits of
earth, she has nothing to hope for in the future of commerce.
Her success in the past furnishes absolutely no guarantee for the
future. It is, in fact, prima facie, improbable that the free world­
wide explorations of capital will leave England in her place of
vantage.

If it be not India, it will be some other land of rich soil and
easy subsistence which will drain our capital and trade. Should
we decline to protect our country against the alienation of capital,
and, preferring to let trade take its course, move along with it,
another century ma.y see England the retreat for the old age of a
small aristocracy of millionaires, who will have made their money
where labour was cheapest, and return to spend it where life is
pleasantest. No productive work will be possible in England, but·
such labour as is required for personal service will be procurable.
at a ~heap rate, owing to the reluctance of labour to· keep pace
with the migration of capital. Thus, without any wild stretch of
imagination, we may look forward to a, revived feudalism, in which
the industrial baron will rule with that absolute sway which wealth
must exercise over poverty, the more sentimental or less adven­
turous. menials who shall cling to their old country in preference
to following into India, China, or Heaven knows where, the march
of em'" "ipated capital.

JOHN A. HOBSON.
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Article 2

FREE TRA.DE AND FOREIGN POLICY.

THE economic significance of our recent foreign policy has not
received the close attention it deserves. Posing a8 champions

of 'c open markets," we appear to be maintaining tht' principles and
practice of Free'rrade. It is true that the very Government which
engages in this Free Trade craaade has, during its three years of
office, regulated its dOPlestic policy by • series of financial and legis­
lative acts of u protection JJ directed to secure the interests of special
social and commercial classes. These petty domestio infidelities
might well awako suspicion of the foreign policy of a party which has
never ,velcomed Free Trade principles'in head or heart. Never~hele88,

we find the majority both of leaders and followers in the Liberal
party endorsing and sopportiog, apparently withoat qualm or hesitancy,
a working scheme of foreign polioy whioh is in effect nothing else
than a direct repudiation both of the logic and the utility of FreE·
Trade.

The "Free Trade" preteDaioD8of the open markets policy will not
bear the slightest scratiny. The working principle it avowedly
involves is the supposition that England must be prepared· to U fight
for markets," not only· for the, retention of our colonial possessions,
bat for new markets and for tho acquisition of fresh territory, ort at
any rate, for the exercise of Buch in8aence over weaker foreign
nations as shall prevent them from. giving to other nations trading
advantages denied to U8. Thjs is mis-named the policy of cc the open
door." In troth, it is the policy of forcing doors open and foroibly
keeping them open. Now, this use of the instroments or force in
order to win foreign trade is a violation of the primary priuciples of
Free Trade, and if the Liberal party consent to or condone it, they
abrogate all rightful claim to be Fr" Traders.
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The larger meaning of Free Trade ranks it as a phase of social
evolution by which, on the one hand, militarism is displaced by
industrialism, and, on the other hand, political limite of nationalism
yield place to an effective internationalism based upon identity of
commercial interests.

To organise the forces of political nationalism in order to secure by
an appeal to military power the maximum quantity of commerce for
the members.of a nation is, in terms of the case, to rever~ from a
higher to a lower stage of social life. But such reversion, it may
seem to some, is necessary: the appeal to the intelligent self.interest
of nations has failed) or they have been compelled to sacrifice their
purely industrial interests to other political considerations. If this
be so, let U8 abandon our Free Trade pretensions, and set ourselves to
the mortal struggle for ma.rkets which we are told is necessary. But
let us not pretend that we are fighting the battle of Free Trade. A
" freedom U initiated and maintained by military power is at best' a
doubtful and unstable sort of freedom. But, granting that we are
justified (whatever that word may mean in international affairs) in
planting both onr feet in front of U the door" of 'the Yang-tse valley
to keep it against Russia or Germany, can we seriously conceive that
such c( open markets," girt with garrisons andgnnboats, embody
the great principle which animated Cobden and the prophets of the
middle century in their heroic struggle?

Cobden was a plain practical man, but he had his vision, and it
was not so idle as it seems to oor Liberals of to-day.

U Do you suppose," said Oobden~in IHfiU, u that I advocated Free Trade
merely because it would give us a. little more occupation in this or t.hat
pursuit ~ No; I believed Free 'l'rade would have the tendency to unite
mankind in the bonds of peace, and it was that, more than any pecuniar,)"
considera.tion, which sustained and actuat.oo mc, as my friends know, in that
struggle. And it is becal/se I want to see Free Trade, in its l10blest and
most humane aspect, ha.ve full scope in this world, that I wish to a.bsolve
myself from all responsibility for the miseries caused by violence and
aggression, and too often perpetrated under the plea of benefiting trade. I
may say, when I hear those who advocate warlike establishments or largo
armaments for the purpose of encouraging our trade,in distant parts of the
world, that I have no sympathy with them. We have nothing to hope
from measures of violence in aid of the promotion of commerce with other
nations."

Addressing the Manchester Chamber of Commerce in 1862, he thus
concisely summarised his teaohing: 'c In applying Free Trade, we
have renounced the principle offorce and co~rcion."

It is quite true that a large section of -the most active members of
the Anti-Corn Law League, wealthy manufacturers and merchants,
whose short-sighted and cold-hearted ambitions were satisfied by the
victory in our domestic policy which enabled them to import cheaply



FREE TRADE AND FOREIGN POLIO}'. 109

raw materials and pay low rates of wages, deserted Cobden and
Bright 80 soon as they attempted a wider application of the Free
Trade doctrine.

Bat was Cobden right or wrong in his interpretation of the Freo
Trade economy? Let us calmly examine his position in the light of
the more developed issues of to..·day. Cobden was not a peace-at-­
any-price man, nor was he a Little Englander, but he believed that
trade could be more safely and profitably advanced by peaceful appeals
ro the interests of nations than by force or threats. It is ·worth while
to discover why this policy of Cobden has been overridden.

Three deeply rooted assamptions nnderlie the persistent refusal of
all British Governments to apply the Free Trade principles t.o our
foreign policy. These assumptions may be thus expressed: (I) Eng­
land requires continual expansion of foreign trade; (2) this expansion
can only be adequately secured by increased armaments and an
extension of the area of empire; (8) it is sound "economy U to
undergo these ris~s and these expenses in order to promote foreign
trade.

In testing the validity of th~se assumptions we may conveniently
postpone the first till we have examined the two latter.

Assuming, then, that a continual expansion or foreign trade is
essential to England's prosperity, must we be prepared to fight for
~mpire or for Ie open markets "? Is coercion the only method by
which a Free Trade nation can get foreign trade? In face of an
apparent unanimity of conviction that force must stand behind diplo­
macy in pushing trade, it would be rash to answer these questions
with an abrupt dogmatic negative. But we may observe how this
assumption utterly ignores the accepted theory. of international trade,
by reverting to a notion of commercial competition which implies an
absolute antagonism of interest among competitors. Take the case
of China, which is moat in evidence. The necessity of obtaining and
defending by force a separate sphere of British influence there is
.avo,v&1ly based on the belief that China represents, at any given time,
&. certain quantity of foreign trade, and that if Russia gets 80 mach,
Germany 80 much, and France 80 mnch, Done will be left for England.
Now, if the theory of Free Trade is sound, the notion is quite unwar­
·ranted. Even if the whole of China were thus parcelled out ro other
indust.rial nations, and these nations imposed soch conditions as pro­
hibited all direct ·import and export trade between England and
'Chinese ports-the most extteme assomption of a hostile attitude--it
by DC? means follows that England would not reap enormous bonefits
in the expansion or her foreign trade. Even under the comparatively
simple conditions of international trado last century the polioy of
directing trade policy by a mere computation of the balance of trade
~itb each several foreign nation was detected .and discarded. 'l'he

VQL. LXXIV. M
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suggestion that England can only secure commercial advantages from
the opening np of China, by securing for 'herself a proper share of
direct trade with Chinese Ports, is virtually a return to the old fallacy,
with far less exoose than had the statesmen of the eighteenth centnry.
The most· feeble recognition of the intrioaoies of modern trade should
make us aware that an increased trade with Russia, Germany, and
France, or with other nations in intimate commercial intercourse with
these, arising from the monopolies of Chinese trade which they
enjoyed, might ultimately prove as beneficial to our· foreign trade as
any expansion of direct trade with Ohina. The protective policy of
these European nations, while it undoubtedly involves a net waste of
indostrial energy, does not enable them to keep to themEelves either
the whole, or any fixed propol,tion, of the gains of a large new
market. An international trade is, in spite of tariffs and monopolies,
8 met.hod of international co-opera.tion which assigns to aU the co­
operating members some share of every trade advantage which each
one gains: though each may doubtless be conceived ·8S desiring to
keep the whole gain to himself, he cannot ·do EO, but must hand over
some of .it to every other nation which is directly or indirectly a
customer. The assignment, therefore, of spheres of influence in China
or in Africa, which France, Germany, or Russia may seek to monopo­
lise for purposes or trade, does not imply, aa is apparently supposed
by Liberals and Conservatives alike, a corresponding lo~s of markets
to England. It is indisputably troe that the direct trading gain
will be greatest for the country which enjoys the monopoly, but
the belief that all the gain can be retained by her is utterly unwar­
ranted. It is not difficult to conceive cast's where another nation
might enjoy even a larger share of the results of trade thaD the nation
which owned the private markets of this trade. For instance, if
Russia and France, drawing .supplies of food or raw materials of
manufacture from the private estates 80 jealously protected by them
in China, found England their best customer for these goods, we might,
by making them compete with one another, suck ont or them the
bulk of the gain of their monopoly of market. In certain trades this
is not unlikely to happen.

This is the Free Trade theory which the great majority of the
members of the Liberal party in this country still profess. It
furnishes a peaceable policy of expansive foreign trade. Why is it
virtoally ignored J or even repudiated. by the action of Liberal leaders
and by the rank and file of the party? If other nations, seized by a.
last for empire and inspired by narrow conceptions or their trading
interests, iusist:upon obtaining exclw;ive ownership of foreign markets
by a ruinously expensive parade of force, we are not Compelled to
follow their eXBmple, unless we have rejected utterly t~e counsels of
the Free Trade thinkers. We can wait and obtain cheaply, peaceably.
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aDd indirectly, our full share of the commercial benefits of these
adventorous and expensive projects.

If it be urged that these indirect gains are merely hypothetioal, we
may reply that England is in a far etronget.' position than any. other
nation to' practise this peaceful policy of abstinence, because she
possesses in her shipping industry 8 most effective guarantee that she
will obtain. an adequate share in the net gains of opening up new
markets. Though no completo statistics are available, measuring the
qnantity of the carrying trade for foreign nations whioh England
undertakes, it is known that (\ very large proportion of the trade, not
only between England and foreign countries, but also between foreign
countries trading with each other, is carried by English ships. So
long as this continues to be true, England must participate in a direct
and a most important manner in every opening up of fort'ign markets
achieved by our European trade competitors.

The assumption that England can only expand her foreign trade by
extension of her Empire and her cOlnmercinl spheres of influence, is
thus shown to be wholly incoDsistent with the tht'ory of international
trade. Expanding foreign markets mny be won by peac('. But it
may seem that this does not dispose of the case for a ce spirited"
commercial policy. 'Ve cannot, it is nllE\ged, afford to wait tor the
chance of indirect benefits, & puehful policy poys better. Indeed, we
are bound to assume that most persons are convinced that it is
cc sound economy It for England to support the cost of increasing
armaments and to contend with other nations for incre8ll1e of her
Empire and for direct participation in new markets. We need invest­
ments for British capital, outlets for our superfluous labour and
enterprise, markets with cc inferior" races for the disposal of our
increasing manufactures. Soch a policy admittedly involves risk and
expense i but we possess the ehips, the men, and the money, and the
policy U pays.1t

A complete refutation of this ~Ueged "economy" is, in the nature
of the case, impossible. The foIl cost of n polioy which visibly
embroils us in ,e envy, hatred, malice, and all uncharitableness"
towards other nations has DO fixed reckoning day. To some of us it
seems likely to cost in the long ron all we afe worth in blood,
treasure, trade, arid. in Jl6tional character. Bat there are certain
present measurable foots, which are commonly ignored, and which yet
serve to suggest 'that our pushfal policy and our distruet of Free
Trade may not,' even from a ahort Coone of expedienoy, be·the II good
hasiness" that it seems.

Is inorea.se of empire attended by 8 corresponding in{'r~aee of
Imperiai trade? Is oor increased expenditure on armaments, which
is designed to support our policy of obt.aining and defending new
markets, instified by increase of foreign and colonial trade? . These at



1~2 THE CONTEMPORARY REVIEW.

least are qnestions to which some definite quantitative answer may be
given.

Even those who are reluctant to measure the Ie greatDeea II or
England by the number of square miles contained witbin the Empire,
or by magnitude of population, and who dislike the risk ana the
expense of a spirited foreign policy, believe that we have derived
some considerable and demoDstrable gains of a commercial character
from the pursuit of such a policy. .Trade tends to follow the flag. it
is maintained, and although as et Free Traders" we bring no pressure
upon our colonies and protectorates ro trade with 118, they naturally
tend to do so. Now. there is no adequate foundation for this belief,
88 the following table of comparisoD between our foreign and colonial
trade during the last forty years will serve to indicate :

IMPORTS FROM EXPORTS OF BRITISH
PRODUCB TO

1855-9 76' 0

1860-4 71'2

1865-9 76'0

1870-4 78'0

18'15-9 77'9

1680-·4 '16'5

1885-9 77'1

1890-4 77'1

J895-7 78'4

P.ERCEX1'AGB 01" TOTAl, VALUES,

Brit·ish Foreign

!~SiOn~, _o_uD_tn_'es.

23'5
28'S

:::~
23'5

22'9

22'9

21'6

British
lloSfesaloD8,

-
3S'4

27'6

25-6

33-1

34'S

35'0

34'4

29'9

TeJrlng the whole term of years covered by this table. we perceive
that no tendency whatever is exhibited for our trade with our own
possessions to gain upon our trade with foreign countries. On the
contrary, both in our import and our export trade foreign countries
occupy a more important relative positioD at the close thaD at the
beginning of this period, ,and. t'hough considerable fluctuatioDs are
visible, the general tendency in import trade, and to a 1~ extent
in export. trade, is to reduce the relative importance of colonial
trade.

The fact that our pushfal policy throughout the world is not
sensibly inoreasing the actual value of our trade with our pouessiOD8

is made manifest by the following comparisoD of the yean 1875; 1885,
1895, which are in no degree abnormal years:

IMPORTS FROM
EXPORTS OF BRITISH 

PRODUCK TO

A dduaI
Average?.

P e r c e n t a g e  o k  T o t a l  V a l u e s .

Foreign
Countries.

British
PosscBsioos.

Foreign
Countries.

British
Poue&ioDS.

1855-9 

1860-4 

1865-9 

1870-4 

1875-9 

1680-4 

1985-9 

1890-4 

1895-7

76*5 

71-2 

76 0 

78 0 

77 '9  

76-5 

77*1 

77*1 

78-4

2H-5 

28 '8  

2 4 0  

2 2 0  

22*1 

23 5 

2 2 9  

22-9 

21 *G

68 5 
GGG 

72*4 

74 4 

G 6 9  

65*5 

G5'0 

67-6 
70-1

31 5 

33*4 

27-6 

25 6 

3 3 1  

34*5 

35*0 

34 4 

29-9
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Ut75. 1885. 1896.
t. £. £.

Impol'ts from Colonies . 84,.{28,OOO 84,4.01,000 95,580,000
Exports to Colonies • . 16,655,000 85,'{24,OOO 76,072,000

-----
Total. . 161,078,000 ... 169,825,000 •.• 111,602,000

While due consideration of the fall of general prices during f,he last
tweDty years enables liS to read into these figures proof of substantial
progress in volume or trade, it cannot be admitt.oo that our colonial
trade has justified the conviction that u trade fo110"8 the Bag," and
that it is therefore a profitable policy for England to plaot her flag
upon Dew tracts of terrirory throughout the world. For we must
remember that dariDg the last forty years, and particularly since 1884,
we have added enormous tracts or territory to our p088eBSioDS, removing
the trade which formerly adhered to them from the category of foreign
to that of colonial trade. If an increasing proportion o~ the globe,
with an increasing proportion of its population, has been passing from
foreign into British possession, while our total trade with our colonies
is failiDg to make a proportionate advance, it is- evident that com..
mercial foots are wholly at variance with the belief that u trade follows
the flag."

The following fignres make this failure manifest:

THADE.

PO~uJa:lo-:-1~rea(m~~:~- IEx;;~aD-d·l.;;;I!~adowith Driti~i~-
Years : (mllIiOD&) of miles) of United.Kingdom P08~e8SioDs in

- . in milhon £. mll110n £.

3~)~--

1884 685 H:e:l

1885 642 170

1886 618
1887 307 643

1888 686

1889 327 743

1890 9-2 748

1891 368 74-1

1892 11 '0 715

1893 381 681

1894 682

189b --; 702

1896 433 11-3 738

The enormous flccesmons of ~rritory and population since 1884­
oompriaing the Niger Coast Protectorate, Somali Coast Protectorate,
Socotra, Pahang and other Straits Settlements, p~rts of New Guinea,

KMPIHK. TKAD K.

Years.
Population
(millions).

Area (million
of miles).

Exports and I mpoi ts 
of United Kingdom 

in million £.

Trado with British 
Possessions in 

million £.

1683

1664

1665 

1886

1887

1888

1889

1890

1891

1892

1893

1894 

189ft 

1896

305

307

327

3G8

3 3 1

433

7 0

9*2

110

11*3

733

685 

642 

618 

G43

686

743 

748

744 

715 

681 

682 

702 

738

liW
183

170
101
1GG
179

183 

M l 

193 

171) 

170 

172 

172

184
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Bechuan~)andt Zululand, Royal Niger Compan,'s territory, British
East Africa, the British South Africa Company's territory•. Zanzibar
and Pembs, Upper'Burmah and Shan States-have been followed by
no increase of colonial trade reckoned in money values, and by an
increase reokoned in goods,- whioh is not oomm8D8Qrate with the
increa~e of British area and population. Little more than a quarter
of our 'foreign trade is with our possessioDs, almost three-quarters is
with the foreign nations to whom we 'have been preaob\Dg Free Trade
with our lips, while we have been proving our 'distrast of its in\!os­
trial effioacy by laying violent. hauds upon all the parts of the earth
which appear likely to afford us markets.

In order to show the folly of offending our best customers by an
irritating policy which does not even pay,. in "the narrowest sense, I
may be allowed to quote the following figures illustrative of the
growth of value of our trade with our possessioDs, as compared with
our trade with the nations we are often invited to regard &s enemies:

J~;!J. l:iij5. JM!lu.

TOTAL TRADE WITH £. {. £.

Unit.ed States ft4,tt52,OOO J17,578.1)00 1:10.616.000
France 74.012,UOO 58,730,000 67,;9.1,000
Germany. 55,958,000 50,128,000 :t!',129,000
Russia '32,055,000 23.932,000 a5;424,OOO

--- --- ----
25G.677,000 250,3G3,OOO 29a,r.63,OOU

British Colonies 161,078,000 . IG9l~25,OOO Jil,G02,OOO

From this table it appears that, not merely is the valoe of our
trade with our moat powerful competitore in empire and in commerce
much larger than the total value of our trade with all our colonie"
but that the growth of the former trade is coDsiderably faster than
that of the latter. With France alone our trade shows smaller in
1895 than in 1875, and even there the drop was in the earlier
decennium, for a con8iderabl~ advance has tak~n place between 1885
and 1895. Moreover, after the United States, France and Germany
are by far our largest customers, and Holland is the only oth~r nation
which does a larger trade with UB than Rusaia.

Not merely is it untrue that u trade follows the aag," and that
colonial expansion is necessary in order to provide markets for our
produce, but it appears that our trade with our rivals-the United
States. France, Germany, and RUBsia-has" been growing at a rate
somewhat faster thaD the total growth of our foreign and colonial
trade. and considerably faster than the colonial trade taken by
itsolf.

It is, then, (or the sake of encouragiDg a olass of trade wbich is
both absolutely smaller than our trade with foreign countries and
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whioh sho\Vs a smaller rate of increase (in spite of the increased area
of our colonial pos~e8!iOn8) that we are invited to expend large 8ums
upon armaments, and ro use them for the sue of territorial flxpaneion.
Is this good business?

The true u economy" of oar industrial Coreign policy,however, requires
us to take inoo consideration the whole national expenditure upon
arJnaments. The 'ta..~ation imposed upon the British nation in order
to support the cost of onr increasing army and DaVy is defended chiefly
on ~he ground that it is necessary in order to safegoard our colonial
possessions and to enable us to secure new markets by increasing the
Mea of the Empire. \Vhon Cobden and Peel fought against this
polioy, denouncing the increased expenditure on armalnents in the
c, fifties," they were compelled to rely upon general considerations of
prudence and economy. The folly of pressing the people with
taxation during a time of peace, of increasing the insurance fund
when a pacific Free Trade polioy wae diminishing the risks against
which provision must be nlade, the insidious danger of allowing
military authorities to direct our foreign polioy !Lnd to call upon the
nation blindly to dffray the expenses of this policy-such wa~ tho line
of argument urged in 1850.

'!'he words uttered by Sir Robert P~el in the House of COlnmons,
~Iarch ] 2, 1850, are fraught with det.\p prophetic significance.

~, I will say) ~,hat h'l time of peace, you must, if you intend to retrench,
incur SOlDe risks. If in time of peace you must ,have aU the gnri-isons of
our colonial posse~sions in a sta.te of complete efficiency-if you must haye
all our fortificntions kept in a state of perfect repnir- I venture to say thn.t
no amount of nnnual expenditure "ill be sufficient; nnd if .}'ou adopted the
opinions of lllilitnrr men, who say that thoy 'would throw upon yon the
whole responsibilit}· in the event of a war breaking out, nnd soma of our
valuable possessions being lost, you ,vould overwhelm thi:; country with
taxes in time of p3ace."

Nothing but the unparalleled and unpredicablo cOlllmercial pros­
perity of England, daring the last fifty years, has prevented us lroln
feeling yet the ce overwhelming" pressure of the policy which l>eel
condemned. But while Peel saw clearly, and Cobden stubbornly
maintained, the danger of basing our national policy upon the false
paradox Bellurn l1ara, si pacem velis, the economic fallacy of'" thiH
milita.ry policy wag far less demonstrable than it is now. Our foreign
and colonial trade in 1848, when Cobden first attacked the policy of
increased expenditure on armaments, was less than £170,000,000 in
value, nnd during the next twenty years it more than tripled in its
valUE:'. If then we were warranted in ta~ing a nBrrow Cc business" view
of expendit:ure on armaments, it migh t well appear that, in view of
this enormous expansion of trade, tl:e increase of the C( insurance"
premium WtlS alnply justified; or, regarding the army and navy as
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instrumfnts for pushing British commerce throughout the world, we
might consider their use to' be attended by 6uceese.

Dut during the last twenty-five years this argument of cC payment
by results It cannot for one moment be maintained. Thft enormous
incrense of expenditure on armaments which bas taken place since
the beginning of the cC seventies" is attended by no correeponding
increase of our total trade, and, 8S we have already seeD, the colonial
trade, which might seem to offer some "business" justifioation of
expenditure on armaments, exhibits bot B trifling increase.

1873
1883
1893
1897

Expenditure on Armaments.
£.

24,OG:;?87G
29,373.HH7
33.265,6H3
41,238,802

rrrade.
£.

082,292,127
7a2,328.G4H
681,130,677 .
74f.,422,3Ga

It is difficult for a business man to escape the interpretation put
by Mr. A. J. Wilson upon theEe fncts.

U If the Cinsurance premium' on our commerce abroad represented b)·
the cost of our navy has risen 100 per cent. in twenty-five year~, while the
value of that commerce, import and export together, bRS not risen l!j per
cent.) what inference can be drawn except either that the outlay is a gross
and cruel imposition upon the country, or that our conduct towards foreign
nations hus become so exasperating of Jate years as to have 6nol'mou"sly
incronsed the }'isk of \Var with powerful ecemies, either alone or in com­
binaticD against us ?IJ

So far· as trade statistics have any value, they convict us of conduct­
ing our national trade with a reckless folly which would quickly bring
any individual merchant into the B~kruptcy Court. In total con­
travention of onr theory thnttrade rests npon a basis of mutual
advantage to the palties that engage in it, we have undertaken
.enormous expenses with the object of "forcing U Dew markets, and
we have signally failed in the attempt; the only rt'gular and palpable
result of the expenditure has betn to keep us continually embroile t!
with those very nations who are our best· cDstomers, and with whom,
in spite of all impediments of ill feeling and jealousy" our trade
mak~s the most satisfactory advauCt'.

One implication of our policy remains for brief consideration-the
assumption that our national prosperity demands a constant expansion
of t'xterDsl markets. This assumption is without foundation. Some
considerable foreign and colonial trade we certainly require, in order
to ~nable us to get the food and raw material we cannot produce at
homo.: snch import trade we require, and an export trade which ehall
correspond to it. A progressive nation, evolving new material wante,
Qnd with an increasing population, must increaee her foreign tradt',



FREE TRADE· AND FOREIGN POLIcr. 171

unlesS abe can substitute home produc~ for imported goods. It is,
however, a grave error to regard inorease of foreign or colonial trade
88 an index of the real prosperity of a nation. Increased trade is,
indeed. a sound measure or prosperity, for it implies that an increased
quantity of commodities is mad~ and consumed i but there is no
advantage in an increase of foreign, as distinot from home, tradE'.
On the contrary, home trade is 8 more solid aDd substantial basis of
industrial prosperity than foreign trade lor two reasons. First, it is
1888 amenable to flaotnations 8~ising from commeroial and p6litical
polioies over whioh we can exercise no control, and which sometimes
are designed expressly for our injury. Secondly, the gain arising
from home trade is double inetead of single, the full advantage which
both parties obtain from exchange being kept within the nation.

It is DO idle platitude to urge that less attention shonId be devot£d
in our publio policy to measures for acquiring foreign markets and
for promoting foreign trade, and more to the .development of home
marketB. We are not compelled to spend all onr energy and super­
fluous cash in ~rangling with other nations for markets in Africa
and Asia which will take our low-class manufactured wares.

A large majority of the working c1888 population of Great Britain
is not adequately provided with the material requisites of a decent
human life. Among oor own people there lies an immense potential
matrket for the conveniences and comforts of life. A progressive nation,
with an infinite capacity of developing new tastes and new needs,
should harbour no fear of failing markets. Even when our popula­
tion is amply provided with the clothing, hardware, and other manu-
factured goods which we are forcing at so great expense upon the
'e lower races," a consummation which is yet remote, there is no reason
why our productive energy, diverted into other channels, should not
contin~e to find, in the ever-rising standard of national comfort" a
market whose expansion is able to keep pace with every growth of
industrial power. With each increase of prodaction is created 8 cor­
responding power of coDsumption vested in the owners of prodoctit'e
factona. If these owners of consuming power exercise it in socb way
as to make the standard of national consumption rise with every
increase of producing power, no such pressure of the needs for foreign
markets as we now experience would be felt. Why, then, it may
be asked, does this pressure actually occur? Why does Dot an
expaneion of home markets take o~ by a rising standard of national
consomption, every increase of production? In economic terms, the
answer most be this. Though a potential market exists within the
United l{ingdom for all the u goods" that are produced by the nation,
there is not an cc effective" demand, because those wbo have the
power to demand commodities for consumption have Dot the desire,
since their material needs are amply satisfied, while those who have
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the desire have not the power. Stated ot~er~ise, the working classes
of this country possess an insuffioient proportion of U efleotive demand";
the aotnal ria6 in their standard of oomfort, though in Bome cases con­
siderable, has not been at all commensurate with the growth of pro­
ductive power of the Dation, espeoially in manufactures. The upper
and a large section of the middle classes, who own an excessive
proportion of goods that are prodneed, do not, desire themselves to
purchase and consume, and, since they cannot find a suffioient home
market among the workers, are compelled to struggle with classes of
other natioDs in the same predicament for foreign markets, which seem
to them limited in extent at any given time. If direct testimony to this
fact and its conseqnences is desired, it is found in the large surplus
of our national income which, being needed neither for home con­
sumption nor for capital in home industries, seeks foreign investmentiP,
-a sum which, though it admits no precise computation, must far
exceed a total of two thousand million pounds sterling. It is pos­
sible, indeed, that the growing pressure of the need for foreign
investments must be regarded as the most potent and direct influence.
in our foreign policy. Our surplus products, which the working
classes cannot buy and the wealthier classes do not wish to buy, must
find customers among foreign nations, and, since those who sell them
do not even desire to consnme their equivalent in existing foreign
goods, they must lie in foreign countries as loans or other permanent
investments. . A portion of the yield of these investments is repre­
sented in the excess of our import over export values, but onl, a
portion, a large part going to swell the sum of the investments. Thus,
in the first resort, it is the excessive pnrchasing power of the well.to­
do classes whic,h, by requiring foreign investments, forces the opening
up of foreign markets, and uses the publio purse for the purposes of
priv~te profit-making.

Excepting for the legitimate purpose of furnishing Buch foods and
raw materials &8 cannot be economioally raised at home, the pr.osperity
of an indust.rial nation does not require a coDstant expansion of foreign
markets. A juster and more equal distribution of wealth will, by
stimulating home consumption to keep pace with every increase of
producing power, make our industries largely independent of the
need of finding new markets in parts of the world where we stir
national animosities involving inca.lculable risks and an expensive
policy of insurance and aggression.

So long as the mass of our popnlation remains poor, and with a
ftlowly rising standard of comfort, while our productive power advances
rapidly, the demand for a contin'oal expansion of foreign markets is
inevitable; and since we have lost all belief in the pacific economy of
Free Trade, we most continue to fight for them, if, a8 seems probable,
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we cannot get enough of them without fighting. If, however, by
()rganisation, or by legislation, or by the concession of the employing
classes to the demands of humanity and sound politics, the working
classes could obtain a larger proportion of the pow~r of U effective
demand U into their hands, which they would use for the rapid raising
of their standard of life, the economio and moral dangers of our
prosent industrial foreign policy would be sensibly diminished. The
'struggle for foreign markets, which necessitates vast armaments, does
not arise from the normal exchange of commodities between nations,
·but is the resuU of an unnatural and impolitic contraction of home
mnrkets in the advanced industrial nations of the world. J l1st in
proportion 88 the proletariat of these nations obtains fuller opportunities
for the satisfaction of its growing needs in a civilised progressive
society, absorbing in its. consumption the greater share of every
increase of industrial wealth, will this ins~ne and immoral strife for
·distant markets tend to disappear.

Tho issue, in 8 word, is between external expansion of markets and
-of territory on the one hand, and internal social and industrial reforms
upon the other; between a militant imperialism animated by the lust
for quantitative growth as a means by which tho governing and
possessing classes D18Y retain their monopoly of political power and
industrial supremacy, and a peaceful democracy engaged apon the
development of its national re!K>urces in order to secur~ for all its
members the conditions of improved comfort, security, and leisure
essential for a worthy national life.

This is no rhetorical antithesis, but the plain and very practical
issue which Cobden and his friends strove to place before the Liberal
party half a century ago. The refusal to face this issue, the adoption
instead of a. half-hearted and inconsistent Free Trade policy, has
crippled the principles and grievoDsly impaired the working efficiency
oof Liberalism. Recent history, forcing the economic aspects of foreign
policy everywhere to the front, presents with ever stronger empba9is
this choice of national life. Enlightened by the growing testimony of
two generations of experience to the dangers, the expensE:" and the

~ inipolioy of seeking markets by forcible expansion of the area. of
Eml)ire, will not the Liberal party learn at length to give to Free
'Trade tbat fuller trust which its principles demand, and the refusal of
which has hitherto so grievously impaired its benefits ?

o We have exa.mined the fundamental assumptions of our present
policy, and have fonnd them utterly untenable. The prosperity of
England does not depend npon continual expansion of foreign trade.
Even if a constant supply of new foreign markets were necessary,
they are not in fact secared by "forcing doors open " and extending
the area of empire. Considered as a businees expenditure for the
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benefit of British commerce, the cost of armaments aud other measures
for the forcible insurance or· acquisition or commerce is shown to be a
false economy.

Even now it is surely Dot too late to abandon the notion that we
must fight for markets, and to adopt as a BOunder basis of our Imperial
polity the principle 'laid down 80 IODg ago 88 1820 by a staid
commission of sober-minded Englishmen, that U Commerce must be a
source of reciprocal amity between nations, and an interchange of
productions to promote the industry, the wealth, and the happiness of
mankind."

J. A. HOBSON.



Article 3

CAPITALISM AND IMPERIALISM IN SOU'fH

AFRICA.

TII]~ full significanre of this evil business in South Africa is only
understood wh('n it is recugnised ns a lnost (lJ'amntic instancc.\
of the play of J)}odt'rn forces which nre' \\"orld-wide in their

Rcope antI l'e,·o)utiollary in their opel'(ltioDS. 'J'h06C w hn sp('
one set of problen18 in ]~brypt, another in Uhina, a thi.,() in
South Atnerica, a fourth in South Africa, 01' trnec t1H~i l' ron ..
nection )nel'(~ly through tl1(' old po1iti(~nl l'('lations between Jlation~t

'Yill he 8ubjl'('trcl tn a rough R\,"nkc.'u ing as th(~ir (~nlcltlationst hnst'd
on this olel Separatist yie\v, are everywhere upset. Without seeking
to ignore or to disparage the special factors,. physical, economic, and
political, which rightly assign a certain particularity to each case, I
would insist upon the ,utprelllo inlportnnco of rccognising the
dominance everywhere eX(l~~i~e<1 by the new confc(leracy and inter­
play of two sets of lorc~..; co!"ve~:f-:f:1)r de8ig,,~tcd by the titles
International Capitalism and ImperialisJn. Vague as tbese titles
nre,they ,vill ser~e 8S beginnings of our diagnosis.

rl'he growing t('n<1en~)·of members of lnotlBl'n civilised COJllmunitics
to statte larg~ portions of their propcrty in foreign lunas runs counter
to all pnst traditions of nationalisnl, anc1 S(~ts up an antagollislll
between the politiral nnd the econoJuic structuro of the lnodern ,vol'ld,
So long 3S tht' intercourse het\veen nations w'as wholly or chiefl~'

confined to traoe or t'xchnnge of conlluotlities, nationalifun could still
express the econolnic as ,,'ell as thc political status of the citizen,
But the IOl'gp. flstahlisbluent by members and classes belonging to one
nation of peJ'Juanent iu,·eshuellt.:i of (~~I'it,al in unother countl'Y is a
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patent breach of the old order, destroying the very roots of the old
national sentiments. For where the treasure is, there is the heart
also. There are two policies open to a nation whose citizens place
their econonlic int~rest8 outside the political limits of their country.
One is to Juaintain a rigorous distincti'on between the political
status and t.he econoJuic interests of these citizens, to tell them.
plainly that all foreign invcstnlents nlade for the sake of pri vate }lront
must be at the risk of the investor, and that under no circnnlstances
will the State interfere to savo the individual from dangers which he
must be preslllned to have discounted in thp very terms of his
investment. The othelt policy seeks constantly to acbieve a nc\\·
harmony of the })olitical and economio interests by a continual
expansion of the political area, so as to co\rer the new areas of
~~onomic interest established bv its individual menlbers. Neither of
these courses has been clearl~; adopted or conAistently pursued by
any great nation; in fact. the refusal to accept and apply either
principle lies at the root of the opportunism- of all foreign politics.
"file former policy, indeed, \\rhicb absolutely refused to use thp. po,,·er
of the State to assist indiyidual Inelnbers in those business enter­
prises for private profit ,,'hich it had never sanctioned. would be 3

eound logical position for any nation. But it has neyer been adopt<'d.
In luost cases. iuYestJnents of British capital in foreign parts are
acconlpaniecl by 3 certain inyesbnent of British lives, either of
traders or of labourers, and where a specifically British area of invest­
ment has been forlued, a population of British subjects is often placed
lIpon it. This involves a real or specious identity of interests
hetween British capital and British liYes, and UH~ (l'vners of the
former have often seoured the protection of the British State -by
Rcreening thelllselves behind the more consistently adnlitted rights of
British subjects to personal protection against dangers and grievances
incurred in foreign countries. '!'he lilnits of these rights have never
}leen deterJnined; but the right of Jnissiouaries. t.raders, explorers,
and other private )lerSOns, to run ailY risks the)"' like and then to call
upon the British Goverllment to save or avenge their persolls bas
been tacitly adopted as a general practice.

The policy which definitely aims at expanding the British Empire
BO 8S to cover all ne,,· areas of British economic interest cannot. 01
course, be consistently llursued. For the strongest farins of inter­
national capitalislll consist of investments in powerful civilised states
with which llQ interference upon such grounds· is possible. The
propert~· and investJuents held by British subjects in the United
States, in :Franc~ or in Gel'Juany, though the~· are economic forcps
Jnaking towards a true infol'lnal politi(~al intflrnationalisln, cannot be
regarded as Dlakillg for political fusion of t.he countries.

It is in the case of slnaH, ·decadent. or new countries. that alien
inYeshnellts exercise a dOluinant po\\'er in foreign polic)'. Turkey,
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Egypt, China, the South American States, and, lastly,. South Africa
are prominent instances of this dOlninatioll. Among these South
Africa is by fa l' the clearest and most convincing exaulplc. 'l'hb
phenoluenally rupid ri@e, the peculiar nature and th<.~ na1'1'0'V}J'

restricted urea of capitalist-indusi.ry in South Afl'icn account
for this.

Gold and diaulonds, two COllllllOditics of sUloIl intrinsic utilitJ and
of highlJ'-concclltrated market value, "keep" South .Africa. 'l'ue
diamond luines of I(illlberley, rapidly developing f1'OI11 1869 towards
a no,,' fixed outllut of about £4,000,000 per annUlll, and the gold
111ines of '\Tit,vatcrsrand,. discovered only thirteen years ago, nnd
already Jielding at the rute of about £20,000,000 per BnnUlll,· occUIlY
a place of SUpl'CU1C l'eunoluic importullce ill a country f(~eb)y

~levclopcd ill ugl,jcultUl'(! and in other ind\lstJ'j(~8, and sJ)arsely ppoph,tt
,vitli SOll1(' thl'()C-qulll'tel's of a million "'bite inhabitants. If the gold
and dialll(lll(l~ had 1)('~1l ,,'idcly dispersed in their area, aud had In'en
,vol'kable by thl~ old oruer of individual diggings or s'Hall labouring
enterprise, the difl'erent structure of such industry would have l1a<1
entirely diff~l'ent polit ical iluplications. llut, after a short period of
open t:ollipeliliull u,nd ~Hllall individual digging, thc dianlond luinillg
t~l'ystalliseu into t.he rigid ullllo,vell-nigh absolute IllOllOpol)· of the ])e
Beel'8 COlnpany, whit'h hU8 enabled Mess~'R. llhodes, Bcit, llarnato,
ltothschild nntl a :-luiall hundful of fello,,- l'upitnlists to wield un
ahsulute c-outl'ol bot.h of tho industry Bnd the lURl'kct, regulating the
«!clualld ftu' ant1 t h(' pricl~ of labour, the (luantit.y and the price of
tli~unontls, in aCC(ll·tlallcl~ with their calculations of a lllBxinluln profit
fol' the coulpany.

:f\Iul'u iln portull! still, this satne group of lllcn ,,,ith a slnaU
nUlubcr (If confederates, chiefly foreign Je,,'s, representing
the 1110St highly organised forln of international finance )ret
attained, controls the entire gold industry of the 'l'rans­
vaal. 'fhe naUles of the chief directors of the leading CO)11­

punies. Wernher, lleit, Eckstein, Rhodes. ltutld, NeUluann,
Rothscbild, Albu, Goet.z, Rouliot, Farrar, ]jul'nato, It.obinsoll, fairly
indicates the tlistincti\"l'Jy international character of this financial
power, as ,,-ell as th~ closely concentrated f01'111 "'hieh it has tak~n,

During the lhirtel'll J"~ars t.hat have elapscd Sinl~l\ the definite
discovery of thH R·and gold fields, the COu(~(,Jlt.rati\re forces
distinctive of modern capitalistu· have, been operating rapidly; the
llmuber of indepelld«.Jnt fi1'111S has been diminishing, and even when
t.be independent structure of u nlining business is st.ill Jlreserved, the
Cl'OSS-o,,·u(lrship of ('apitnl by Dlenlbel's of other leadiuJr firnlS I'eduees
the real ecolloluic indltpendence. ~Ioreover, since t.he year 1891,
which lllay be said to have deterulined the future development of
gold luining in the Transvaal, by the ~i8covery of the profitable
future of deep-level mining, the concentration of control bus heen

A2
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Inore rapid and nlora certain. 1.'he Chanlber of Mines, ,vhosc active
life Iua)" be said to ha,·c begun in 1891, has been a chief instrument
hy ,,·bicb the" Eckstein Group," tho ,'irtual control of ,,·hich rests
,vith thc 1uen who are o,vners ~f Dc Ileel's, haa fastened its suprcD18cy
upon the illdusiry. !c'01' SOlllC thue Mr. JO. ]3. Robinsoll, the only
strong independent figure, Inaintaincu sOlue sort of rcal oppositiuu,
aided l)y a fc,,~ l·'rcnch and Oerl11all Conlpanics; but during the laat
t,vo years this 0PIJosi tion has broken down, and the dOlnillancc of
l~ckst.ein Illay be cOllsidered to have been sccurcd, In the neal' future
this power luust increase, because ]~cksteill's has securcd a ,,'ell·
nigh coulplete llionopoly of the ,,'orkiuK of thoso deeper le\'els upon
,vhich the future productivity and value of the ll,alld depends.

,\\Thether the net cconolliY of ,vorkillg 80 large and COIU plex an
industry really fayout's an absolute alualganlation, like that of ])e
]jeel's, is highly disputable, '!'hel'c Inay also be financial reasons
against such u course. It luust be borne in Juind that in
dealing \vith international capitalisul, the forces and the interests of
the investor and of the financier are by no lueans alw3)'s identical.
'Vhell ,,·e COlne presently to trace the polit.ical influences exerted by
capitalisJll this becoules clearer. At present it suffices to observe thai.
even ,,"ere COlll})lete structural alualgalUt\t-ioll of the gold UlilU'f)

otherwise advisable, such separation, real or apparent, as J'U\'uul'ec1
the lllanipulation of and Hpeculation in tJtocks luight couut.eract t.he
nlerel~~ industrial econolllies, i.e., the 8ha1'(~holdcl' might be sacl'iHcecl
to the speculat.or, But ho\vevel' this lliRy be, through the gl'O\\·jllg

po\vcr of the Chaluber of :Alines or by dil't~ct coercion 01 ,reakt~l'

COlli panics, it scenlS tolel'ably certain t.hat tho" EcJ\stein" illfhu~lIcc

,vill cont.rol the gold lnining industry of the 'l'rallsvnaL 'l'llc besl
evidence of recent expert engineers, for cxallll)lc the ilup0l'll\ut
testinlony of \11'. eude in his ,,·ork .. 'l'ho 001<1 Mines of the World,"
indicates that thc.~l'e are no· othcr gold lllines in the '!'l'aus\,aal, 01' in
South Africa, ()xcept }lo8sibly a fe\\' ill l{ohodesia, ah·ead)' under the
sanle capitalist control, ,,·hich urc likel)' to disturb tho SUpreJllacJ· of
the Raud. In a]~ hU1l1an }ll'obabilit)" ior 80)))C decades thv persons
,yho control the lland gold lllillCS hold the economic futuro of Houth
.-\.frica in the hollo,v. of their hands.

Not only the rapidity and the nal'l'O'V local and }Jcl'Bouul liulitlltion
of this ecollolllic dOlllin ion, but certain personal characteristics of
those "rho ,vield it, deBel'V~ attenf.ion. 1.'his little group 01
t~apitalists are the rmd U econolnic men" about WhOlll text-books of
Political l~conolny used to prate, but ,vho have beon generally
relegated to nl)·t.holog~r, llost of thcIll arc Jc,vs, for t.he J e\vs al'(~

1Jur e,l'cellcnce the international financiers, and though English
speaking, most of th~lll are of Contincntal origin. 1.'heir interest in
the 'l'rans,·aal has been purely econolllic j: they' went there :for Inoney,
and those ",ho came earl)" and made lllOst have commonly ,vithdl'a,vn
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their l)ersoDs, lea\'ing their econonlic fangs" i~ the carcase of their
pre)~~

'l'lley fash'ncd on Utc ltllnd, l\8 tl1o)' fastoned on the Diamond
It'iolds of Griqualand 'Vest, and 88 the)' arc prepared to fusten upon
un)· oth('t' spot upon t.he glohc, in order to.ex)loit it for the
attaiJnncnt. of ltu'gc }lrufits 3uel q\li(~k ret uI'ns. l)rhnarily they are
fillalll"ial s)l('culnt.ol's, inking th(~il' gaills not out of the genuine fruita
of inc.lustl'Y, e\"en the ilul\u~try of others, 1)ut out of the CODstt'uctioll,
proJllot.iou' nlld finullcialuuulil>ulatioJl of COID})snics in which a large
llUIUbcl' of tnllall(~r nH'U at'o induced to put lnoney, and out of dealing
in shnres of Ul(~SC cOlllpanies, Tho Rand is peculiar in .possessing
undcrUl'ath this spcculath70 surface lL sound, substantial propert}'
,,·it,h a tolcl'ahly c(~rtaill pl'~fitablo future. 'l'he early recognition of
this fact has induced thie group of financial spcculators to secure and
rct.ain bule] of n pl'cpondcl'atillg share of t.his gl~nuinely valuable
}>roj)t'J'tJ, frcely s('lIing out and bUJjng in whell IUUl']{(lt.s uro on Ute
lUO'·C, but ne,·cr l'call)' giving up their bold Ul)Ol1 the sources of
wealth.

It is illlllOrtant t.o, distinguish the illt.t.nocst thesc "capitalists" ha\'e
in thcir holelings of such sound investulcnts as ]~B8t ltands and
l·\'l'l'cira ])eeps, "'bich lnay be dcscl'ihC'(1 as an iJl.hu~tl'jlll intcl't'st
st'l\king its l'cwul'(l :CrOlll tho })l'ofitnhl(" w(,..king of th(~l)l! uaiul'N~

nnd the pure}.,' finnnciul intol'cNt thlay U:\HUUIU in the 1I1urc 81)(~culnti\"e

pl'opertic8 ,,·hich they uso for titoek J~xchnngc PUfl)UScs. 'J'llc
diffcl'(H1CC is ,,·cll illustrated hy tlll~ c.1uuhle 8taku ,,·hich thnKC
•• capit.alists" have ill tho pl'm~cnt "·Ul'. So' fur as the ituJue 8l'CDUI

likely to estahlish sccurit.y and order, au.1 tu Il'wl to R reduction of
,,·orking expenses, it profits thoul ill tllt'it' capacit)" of llaine-owners.
]jut independently of this, the, shlua p lust 8UllUller, Iollowe<l by a
(I nick !'('cuver)" \vhen Imperial cucrcion was uctulllly secured and by
the prospective" boonl" whcn (\ so-callcd .. scttlclnent" is reached,
bas been and ,,·ill be a Heparnto gl't'at source of gain to thesc: men ill
their capacity of stock-nlalli})ulnlol's.

'l'his 8111all cOllfcdcl'acy of intCI'natiollal fillallOicl'S, containing ill
their ranks a fcw Englishlucn liko Ithodes and Rudd, but chiefly
foreign .•Tews, are thc cconoulic l'ult.'l'H uf Houth Africa, for the)"
control the IniJlc.~8 ,vhich are the l'HUJI.v vulullblo asset of the country.
'l'ho causa CCUlS<UtS of tho })l'CHCllt tl'uublo ill Soulh Africa is tilt
gro,,·ing need uf thcso economic rulers to become political rulers.
TI.I'8C' IUt'.. Wt"I'P uut. hy chuice politiciaJls, still less were they British
IJn)ll'l'ialists: it is only t.be fol'c~ of extrcIDC Cil'C~uu8tances w~bic:h

(Il'ive& Ull'l1 "Iik(' Itho(h'K nnd JJeit to USSUU1C their prc.~tmut I'(i~e. ;'lae
aversiun of the tl'UO h business luau" fl'Olll politics is a1luosl;
un\versal; whcro political barriers, tariffs or restrictivo legislo.lioJ.l
block the path of profit-making, or where State aid is needed to pUfih
business or secure })1'ofitable jobs, he generally prefers to exert.

OAl)ITAI~IS1tl Al\YD I1tlPERIAI~ISAI IN S. AFIlICA.
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influence by the gentle art of briber)', rather than hiJuself to enter
Ule political arena. It iN only when the po1'8onal eXer(~i80 of legis.
lative or adnlinistrati\'o powers is essential to illdust.·jal prosperity
that the eCOIlOll1 ic luau In~C()UleS }loliticiall, shetIding SOll10 of his
primitivo COSlllO}lolitauisJUUllc1 becoluing JuyuliHt ancI patriut.

'l'he career of ~tr. RhodeN iN 1uost illstrueth'B Oil this 1l1att~r. !Jul'ialg
his early yeal's in South Africa no one sUHpl'e(.PII hiu} of harbouring
those luagnificent dl'CtUllS of lJritish ell1pil'e ,vhich be l\ud his fl"iends
have expounded in thoso la.tor years, Ilis ellt,l'nllCe into political life
closel)' coincidcd ,,-ith the requirements of tho diaillond inuust1'l' of
Griqualalld West. 'Vhen that district ,vas annexed to Capo Colony
in 1880 it ,,~u.s \'C1')' lleCl'~Sary that SOUle t.actful Ula.n, not too
scrupulous, ,,-ho ,,-ell understood tho ll~cds of the diaillond illdustl'.Y,
should represent llal'kJy West and bold 'th~ fortress 01 a lnonopoly
,vOl'th a quarter' of t.he ca.pitali~l'«1 value of the colony. '\'hell the
country passed into colonial hautlH there wel'C Jnen so alltlae;UUtl as to
conceive the tlcijign of "t\(~ul'illg thl'~C IHill~l'al "ahu.l~ at a fail'
valuation for tho bcnefit of t.he colons: business luen JUlINt. ll.!l~(lt)

enter politics to dl~feat such lu..farious projects_
~'l'Onl ti1116 to tiUHl Pl'op()~als !la\'o bl~Cll Inudc to t.ax (liuUluUtlS:

such proposals lUllst be fought uud Yanquishl~d. '\')UIU tho gl"('at
alllalgaluation scheule of lSH5 "'as l'Xlleutt'd, tUHl Hu' eUJllpUU1UI
system which ruined thn tUW11 of I\.illlbel'h~r waH cstabJit)hed, loud
l'Clnonstl'allCeS were llHUlc by stah'Slll(lll ,,,ho "-l~ll llJl(lt~I',d,o()<l fh~

dangerous power of this Ill()I}(~)poly: the right luan ill UH~ right place
was required to as¥uage t.he public feeling thus aroused; aUtl to
prevent any 8,vk,,-ard intel'fel'lHlCe br the Govel'nJlllHlt. (jau all,·one
experienced in colonial lifo doubt that the absolute illlJ11Ullity II'Olll
taxation which the dialllond ,industry eujO)'8 is duc to pulitical
jobbery and i,ntl'igue? Not only is the illdustr)· untaxl~d; it is not
even rated for the benefit of t.)le to\vn of Kill1berley.

Nor is that enough. 'i'he 11l0St vital })l'incipl(18 of Pl~J'soJlal Jibt-l'ty
are violated by the lllOnsll'oUR Illicit ])ialllond ]luying la\\', aecol'diug
to which any perNoll in t.he Colony luay be arrest.ed for beiu~ fount!
in possession of an uncut diall1ond, and is ass\llued to be Quilty of
"'l'ongful possession unless he can bring proof to the cont.ral'y. The
"Colnpound" SystClu in the I\:ilubel'ley Bnll ])e Beers lllilles, accord­
ing to which ,3 so-called voluntary labour contract is cUll\'cdrd into
8 term of rigorous iinprisolllnellt ,vith hard labour, jt) not lul'l'~l~· a
gross violation of. the spirit. of 1>c1'8onal freedolll, hut is a specific
establishment of tnat evil pl'inciI>le of " tl'uck" ,,-hi(~h allj>l'ogressh-e
legislation has denoullced. 'l'he large cluploJlnent of cOllvict labour
in the diamo~d mines is another instance of the convenient alliance
between politics and industrial capitalism, Is anyone bold enough
to suggest that the position of special prj"·ilege and exemption
enjoyed by the .largest and most profitable industry of Cape Colony
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has been won and maintained by any other means than" by convert­
ing publio trusts to very private uses P"

I atn far from believing that lfr. Ithocles luu~ heen nloved
exclusively or chiefly by purely financial considerations in his politics:
it is quite likely that sOlne large, indefinite desil'o to ('XPI'~S~ his
llersonnlity in what is terlnp,d U elnpirn-huiltling" Inny hu\'o fuscd
,,'itla, ancl at times ov(~r-}l(),,'r.l'ed, t1u~ nn...·()\v(~ .. finnnc~inl nilllR. But
two facts stand out clearly from hiH rQJ'p(w; -firRt, that ltn nne] Ilia
confed~rates have systematically \lHrcl polit.icH to ORRist. thril' lnlRineHs
projects; second, that in politics t.bt'y hnve adoptt,t! " rau IU'I'inl iSlll ..
as a last resort. The first public post occupirc1 hy~II', lthodrN was
that of Deputy-Commi88ioner in llrchuannlnnd in lXH4-n, ut tht'
tinla when bocti~s of 'fransvaal lloel'R, ))l'esunlnhly \\'it.h thl\ conn i \·nnc.~
of the ~l'l"BnRvaal Go,,~rnlnent, had enter(\tl that ('CHlnh')' nnel
e8tablislu~.1 tho Ite}lublicH of Stellalaucl nnel (~()~clu~n, 'flu' POSNC)SNiou
of ]Jecbuanalund by tho 'J'.'ans\'anl wuult} laavu (~]()NPC) tIll' I'o;&cl 10 tlu'
North against. Uritish Iu'ptwinli~ul: this \vn~ ch~al'1,\' ullc)c'rstnucl hy
tha rival clainlnntN. nncl ,\"Ju~n .'.'Ulunst..'nnet.'N ha.d failt'ci :--\il' (!hnrl()H
'Varren ,vas srnt up with an Ilup(~l'inl fnrc'e t.n aKHPrt fhr Iaup.II'in)
intt'.·est and to t,td.ul)JiRh Han Inlp"J'inl c~nnt.I'()1. What. part clid ~Ia',

IthocleH play at thiN cl'iticml junetul'td) IIp th"c'\\' all tlat' \\'t'iJ.(ht of
biN influence in fa\·utll· of t.ht, 'I'.'ansvanl an.) ngain:-;t f hc' laulH'I'inl
authority.

'J'bo following (~xtJ'a(~t fa'uIll a spec'(~h ch'l i \'('I'PC) in t.hl' (!npt'
ARHPnlbly, and repol'lt'cl in tltp (}a.pt .A,'!/u,t;, ,) lily 1fi, 1:-\:-\.. , clt'~.'J'\'('M

attention:

Mr. Rhodes said :_CC IIc propoRcc1 (11\~t YCln) to till' Housc to cntcr
into negotiations in conncction with thiR turt'it()r~', ,,,ucl Ill' wnrncc1 tho
IIouse that hc fearec:l the IUlperio.l I·',wtor would b(\ intl'o()ncc<l into the
question OOf01'C long, 811(1 with tho chanco of 1\ rHCUl'rHnCO of tlw unfor­
tunate affll,irs which he baa seen in this conntry . . . . 'J'ho IJou~e

and the country was at thiR IUOlllent plulll-{cc1 into whn.t he (orcsu.\\',­
that jf we did not lno\'e in thc question of Bucbua.ualn,nc1 in cOlllu~ction

witl:t tho Transvaal Oo\'or11luent, the Ilnporiu.l Go\'ornillont would inter­
fere and possibly the interference of tho Ilupcrit~l Goyurnlnent Juigbt
lead to a repetition of those unfortunato occlu'rencos which they had
baa in connection with the Transvaa.l . . . . '!'hoy WCl'O running
the risk of any 1110111ent of t\ collision with tho '!'I'SUS\·n.al. It luight bo
[said that he was one of Imperial instinct~, but hc\ coultl ask those llWIU­
hers of the House who ,,'ere present last year to support hit)}, lor ho said
then that we luust not have the IUlpol'il\1 Factor in BechuBnlLlanc1. 110
implol'cd the House then to ll&SS f\ resolution (or acting in conjunction
with tho Transvaal, and he said jf they <liel not puss it th~)' \\'oul<1
regret it. lie Raid onco luore to then} thoy ·.nuHt net . . . . 'fhoy
should at once negotiate with the Intpednl Gov~H'n.nent and with tho
people of the Tl'anS\'oal,' and first and (ormuost they !:>uoultl reluo\"o tho
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Imperial }i'actor from tho situation. He believed that if they did not,
there was on the border of the Transvaal great danger for South
Africa."

Tho comnlent made by Sir Charles Warren upon Mr. Rhodes'
conduct runs as follo,vs :

II There can be no doubt, to my mind, that Mr. Rhodes' action,
supi?orting and upholding tho Transvo.n.l Party, tended to n. considerable
degree to prevent peace being established in StelJBlo.nd. I consider
that the difficulties which occurred in Stallaland since August last
were entirely of his own causing, and that had he not colue into
the country, Stellaland luight have been in 0. quiet state when I
arrived. ~.:

Thero is no reason tc SUppOSE. that lir. Rhodes was really anxious
to increase the territorial po,ver of the 1'ransvaal, but that he feared
lest tha est.ablislllnent of a CI'own Colony or a Protectorate should
interfere with his plan of a Chartered COlnpany, under whieb be
hoped to include Dechuanaland along with the illimitablo territory
of the North. As it turned out, he over-estinlated hoth
the alnbitions and the powers of the Iluperial factor, for
ten years later ]lritish Rechunnaland ,vas incorporated ,,,ith
the colony, and the Ilnp~l'ial control of the Protectorate
was not wide awake enough to prevent Mr. Rhodes
obtaining the strip of land needed for a jumping-off place in tbp
Jameson Raid. 'l'he convenient ·use of his political power for the
furtherance upon advantageous ternlS of colonial raihvay enterprise
to J{imberley and Rhodesia, tho gross jobbery Ilermittec1 to colleagues
during his lninistry ,vhich occasioned the resignation of ~Iessrs.

Rose-Innes, Merriman and Sauer, the purchase of Irisb support in
the House of Commons by a present of £10,000 to the party funds,
when the Charter, conferring what ,vera :virtually so,,~reign rights
over the entire hinterland of South Africa, was sought; tbe
extraordinary combination of capacities which for a long period
vested in ona person the Preluiership of Cape Colony, the Managing
Directorship both of De Beers and of -the Consolidated (loJdfielc18,
and the similar control of the Chartered Company, acoInhination
which culminated in the Raid-this continuous testimony to th..
deliberate use of politics to further busjness ends, is the COllnllon
property of all well-informed persons,

Where the State plays so lar~e n part in the economic development
of a country as has been tho cuse in Bouth Africa, whero ilnporlant
concessions' of lands antI raihvays and la,,'s aftrcting the supply of
I,bour are constantly to tho .fnl'p., it is nat.ural ('~nough that industrial

• Blue:Book 4432, p, 122.
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and financial Inagnates should handle }loliticso Mr. Rhodes has
never been an " Ilnperialist" in Jlolicy; ho has steadily fought each
real extension of "Imperial control," and, by skilful. Inanipulation
of Illlperial po\vers aod })cl'sonnel, hus succeeded up. to the present
Hlne in using the money antI the DrUlS of Great Britain for the
protection and furthttlOUIlCO of the husinl'ss 8chelllcs upOll "0hich he
and his fello\,,-dircct.ol"8 have (,1l1ba..k~do I do not hesitute to say
that (~vcn no\v nl~ithc .. eftecti,"c Ilnperial (~()ntrol nor offective popular
rcpreseutat.ivo govelolllllcnt exists ill Ilbodc6io, though (~labol'ato

provision is ulodc for both. 'VhCll husint'ss ll11~n cnter politics in a
(~O\tlltl'.v like Hout.h Afloica they get what t.hey ,,"ant.

It is admit.ted that AI ..o Rhotl('s clid not play the part of 1\ gt'lluinc
.. Ilup('l'ialist" ,,'ht'll ill 1896 he plaulu,'c.l n tl°c.'uchl'l'()UH atta{~k upon
till' '!'I'l\Jls,'ual, ahusing his p08itioll us a .AI inistcr of the Crown aud
,,'i1fully dt~ceiving t.ht~ Ilulwloial authoriti..,s, J4'niling l)y Ule
awk'''l'l'dness of his inKt.runlcnt Ju~ aUJ)u\lll(~t.'d hiH intc.~n(,ion to pl'occ.'4.'d
henceforth bJ .. Constitutional Ilul anso" 'J.'hi" l'XPl'(~8SjOU 'VM \lndt'r­
st.ood to 8i~l1ify that orgunis('cl pl't~NHU"(' wuuld hu pxcl"eiHctl throug'h
tho lligh CCllUIllis8iollcr ancl tht' Colonial ~('t'l'l~tU"Y upun tho JUlpt~J'inl

llo\\'el' of Grellt; Brit.ain. l\.uowing the llutUl'l~ of tho illfhu~lH~('K ~lloo

ltbodcs nncI his f.oicnc.ls coulc1 brin,: to hl131', tho South Af'l'icnn
Itupublic 8llH~lt the hattie frUIH ulal" uncI lluulc t.h()so ""nl'likH
proparations falscly l'cpre~elltc(I us iJltli(~atillg UI'k Ul"!l'l'Nf:H 'Ot l

l)olicyo
])oes any single 80ul rcally bolita\"l' that ltll~881"80 lJcit, l~ck8teill,

Rouliot, .Neuluann, and the l'est an' IU1}lcrialists, 01' IlU\'t~ uny uther
aiDl than that of using t.he Inlporinl power to help them in thcir
gold 1I1illing business? 'l'here al'e lUost urgent reasons ,vhy thcsu
gentlclllcn shoull! seek t.he polit.ical control of the '!'l'ansvnal. Let
llro ~'itl,I)at.l'ick, late secretary of the ltefornl COlnluittee, state what
they were in 1896:

" If you want tho real gloio\'anccs, they aro: The Netherln,nds Railway
Concession, the dynslnite luonopoly, the liquor tl'n.ffic snc.1 native labour,
which together constitute an unwBrrantablo burden of indirect taxation
on tho industry of two and B half luillion sterling annually.

Add to these ODe gl"ie\"aI1Cl~, hero olnittcc.l, that .0£ thr. U hcwaal'­
plaatzen," or tha qu('stion of tho terms upon 1\,hich the Ininc-owners
shall ohtain th... miniDg rightll on propertiea: wh(~re they own at
prescnt only surface rights, and the whole Dlatter lie8 in a nutshell.
Mr. Fitzllatrick in this dOCUlnent, like Mro Lionel Phillips, expressly
excludes any interest in politics fo.o any other purpose than th~

ad\'ance of profits ill the lnining industryo 'l'hc whole matter is,
indeed, more ters~ly sUlnlnal'isec.l in the recently-published "Gold­
fields" annual rel.ort. in which I'eduction of wOI"king expenses and

OAPITALISltf A}lD IN F:.CAPI'l'ALISJ1I AND IJ.l/IJEIlIAI.lISltl IJV S. AJ1'llICA.
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consequent increase of profits afe conteml)lated 8S the l'esult of
the war.

These considerations nlake it evident that a 8111a11 group of financial
capitalists had large and definite advantages to gain by upsetting the
Governnlent of the 'J.1ransvaaI. It may be that other classes also slood
to gain, the large, diffused invcsting public of Europ'c, t.he trading
professional and labouring ",hite populat.ion of tbo Rand. 1hlt. the.
gains of these classes ,,~ere "cry precarious; there is little to indicate
that the general public of slnaU int'estol's will participate at all in
the improved values of nlining properties 01' in the speculative
" boom·" which ,vill follow the" settlelllent.." 'l'he shrcwder trades­
lnen of Johannesburg and the great Juajol'ity of Dline1'8 arl\ well awarc
that Eckstein and his fello,vs intend, bJ ne\v .. ccolloulies" in the
working of the Inines, the introduction of the }\:illlbcrlcy cOlupound
system or other Inethods of displansing with local llliddleulcn, nnd
bJf the more e.ffective control of the labour lnal'ket, to keep to
t.helnSelyes as far as possible the econolnic gains of the nc\v ord~l'.

'l'his reaNonable suspicion explains \vhy no lal'ge sJlontaneous
enthusiastic agitat.ion for coercion of the 'l'ransvaal GO\'tal'nlnent arose
among the rank and file of the (Jutlan<1ers. Such rcal " gl'i(~"al}(~las "
as the latter felt were far fronl intolerable; there "'as no real danger
to life, ~iberty or property, and t.he grosser abuses of taxation, finance
and official lnaladnlinistration did not fall ,,·ith any considerable
,veight on them. 'l'he vast Inajol'ity of all classes of t.he Outlander
population lived a practically freer, a nlore enjo.vable and a lllore
prosperous life than they could haye lived in any other place in the
world. 'ro any educated, " high-toned" visitor no doubt the civilisa­
tion of Johannesburg seemed crude, flash, lnaterialistic and destitute
of high ideals, but it "·88 \,.el1 adaptoo it:' thf' charactt'l" and int"rests
of the inhabitants. Almost ever)· Johannesburger I Inet was
enthusiastio in his admiration for the place; very few of theln
pretended to any personal grievances, though most of theln within
the la~t few years developed a fanatical desire that the Boer.. with
,,,,hom they had virtually no personal contact, should be taught his
proper place and should recognise t.he superiorit.y of the rich commer­
cial townsDlan.
• But granting that the real grievances WPJ'U ahllost. "'holly

economic and meant reduced profits of a few nlining' IllaglulttJ~t

ho,v far is it possible to trace the reC(lnt catastrophe in
South Africa to th~ conscious policy of these Inen ? I II

the mind of most English readers another accepted .hypothesi:J
blocks the \\'ay, the theory of a definite conspiracy ainlin~ at the
establishment of Dutch dOlninion throughout South Aft'icn anti
imposing a (leliberate aggressive polic~· upon the ltepublics. 'l'his is
not the place to discuss the folly of attributing so fatuous a project
to statesmen, many of whom, by education and nrofessed SYIU-
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pathies, . were closely attached to Great Britain, nnd ,vha
well knew both her power and her dett'rlnination to de­
fend her supremacy in Routh .Africa. It is not of (lOUI'~,'

impossible, though highly inlpl'obable, to repl'('sc'nl ')'l'unRvnnl an 1
lc'ree State leaders a.~ indulg'in~ in thiR "'ilel .1I'(\I\1H nu(l
fl'Bllling their national policy in nccol'elnnce \"ith Huch eh\sigllN, hoping
to consolidate for their nttninlnent the unitec.! (~nel'gieH of the\ ,vho)..
I)utch A.fl'icander population of Routh Afl'iea. I (10 not. (1'1(~stion the
prima facie speciousness of this hypot.hesis: it r.()I'I'(llat.(~R alul t\('enlH

to explain certain facts in the l'('e('ut political c0l1c1\1c(; of tlH~

'J'l'ansvanl. lInt I Ineet it, hy t,,·u UI'~\ln}(HltR: fil'l~t, t.hnt there is no
(HI'eet 8ul~stantial evidence in SUppol't of t.hiR hY)lOt.lU\KiH; secondly,
that another hypotl}(~8i8 lloth ~iYef\ a far l)('U.PI' C'xplanatinn of a
larger nunlh~r of factR and i~ RURtain(lcl hy il'rc\fl'a~ihle clil'('cd
eviclence.

r. ,,"oul.1 rllnl1('n~l' thp lIpho1.1('I'H of UH~ "lhll('h Conspiracy"
hypothosiR to produce an~' c"i(lt\llcc\ fl'OUl t.h(~ ~rC'('rh 0)' .'onllu('t of
the It~ncling stat~Rlnen of the llc~pul)lirR, 01' of t.I ..~ Jull11iU..cl lc'adl'l's of
the Africander Bonel, to prnve the exiHtene(~of any (leRi~H t.o (\Rtnhlish
nn inclppcHHlf'nt ])\ltr11 H(~public Ull'o\1~ho\lt Routh Afl'ic~a. I do Hoi

f\R8ort that flu.\ id('a UH\V' not have t'nt.('I,('(1 t.ht' J"intl of ilHll\'iclual
pol it.icinn8, 01' that it. ~Hay not havc' fi~"I'c'll cH'casionnll." ill flac'
wildel' l')H~t().. j(' of )l()liti(~nl platfonns, Buf. no c~\'i(l(\npp ('xisls t.haf.
any l'P8)l0llRihle stntegnH~n ha"e eV('I' "wl'iousl.r adopt..(l this i.l.'a and
1l1ouldtHl tlu~il' policy upon it, 'l'lH~ only R(l-c~ull(~(l .. ('\'i(1t\nc(~ ..
n(lduced in HUppOl't of thiH hypOtlU'Ris is a certain fu~t of faetH which it
prOfe8Sf'S to explain, s'l(~h n~ thll c\lI(~~t~cl ovel·turrn ttl Of.\l'IlUlUY and
uther l~uropean })ow('nt, UH~ ('xpen(litul'e of a lu"gH ~(,(~I'et. ser\"it~e

fund, and in particular thn u(htliltp.l laq,(o ancl gl'owing expellditur(~

of Inoney upon forts, arHlS an.l aUl1nunition, Hueh facts, it is
maintained, are teRtinl0ny to an aggl'c\sHi\'c clesign against tIle }lOweJ'
of Great Hritain. 1\n<1 thiH t.estitnnny ""ould clouhtle8s be yalid, ii'
there existed any independent Hvidt~l;ce of this aggresHi\'e de~i~n.
IJut no such o"idl~nco is fOl'thcolning, and tJH~ hypoUu-'RiR st.an(h~ in
the air-an unsubstantial sUl'lnise.

No,v tUl'n to our hypotheRiR of capitn.1iRt nggr(lsHinn, ,,"hich,
rp-vel'sing the coulillonly accept.eel oreler of C'aulint.ion, ex­
plains the political anel Illilital'r }>ropal'lltiollR of HlP. ~L'ranH­

vaal as a distinctively defenRive pnlicy. 'l'his h,V)lo(.heNiR is a
'l!(,1'a cousa, it rests upon a certain basiR of aehnitt.ecl fact, and it affof(lR
a fuller and Inorfl consistent explanat.ion of tilO actual order of
p.vents. Whatp"er he the exact eRtiJuute set npon tho generous 01'
p..ud~ntial nlotives of the act of l'et.I'oce~sinn in .IRS1, no one would
seriously luaintain that Grf'at Brit.ain \\'oul(1 ha\'t~ looAeu hHr hold hall
the resources of Witwatersrand then hf'en known. When the
qiscoveries of ~old were nuule in 1886, t.l~e 'rl'n~8yaal Goyeflllnflnf..
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havinlt before their minds the fraudulent annexation of the diamond
fields, that U most discreditable incident in British colonial history,"
as Mr. Froude described it, and till' still nlore recent annexation of
the neighbouring territorj~R of ll<'chunnalnnd, began to fear for the
"independence" of th~ir country, aneI to Ino.ke some (lefensi\yp.
preparation.

Deprived, by t~le t.el'lnR of t.he J-Jon<1oll Convention, of the right,
exercised not only by independent Rtates but by lll'itish coloni~s, of
regulating and restricting foreign imlnigl'ation, they watched ,vitb
growing alarnl the Inotley cro,vd of gold seekers who settled in ever­
increasing numbers 011 the Rand. 'fhe race, character nnd conduct of
tbis ne\v }lopulation "·(~I'e utterly repellent t.o llo.el' nature antI
traditions. ~rh(' ne,,,- coIners lua<1c no pretence of seeldng a perman~nt

homA or of identifying thelllRclves ,,·ith the general interests of the
body of citizens. 'l'hey Inade no conceahnent of their u.inls: it "·RS

gold they sought; and when they hpgan io nsk for political rights it
was ,vith the evident and sole int(lntion of usjn~ theso rightR for
privato gain and not for puhlic ~oo(L l\no,ving that the political
donlinance of ne"r citi~ens actnat(lcl hy these motives Inenut 111('
destruction of the political and ~nr.ial order of their Statp., the
'1'ransvaal Governnl('nt sou~ht t.o Sh'lll tlH~ tide, by obstructing the
developlnent of the gold iuc] ustry \\' hieh they could not. Cl'URh, hy
erecting- barriers to t1u~ ntt.ainlllp.nt. of the franchise, and by Inaking
SOllle use of the po,,'el' of t.axat.ion to prepare t.helnse}ves against the
arlne<1 attack ,vhicll they hacl every reason to expect would sOlne
day be made upon theIn,

Before 1890 the restrict.ions set upon an unusually lax franchise
were Inost moderate, and prohibited no genuino settler front
gaining the political rights ,,'hich he lllight seek. Neithp.r ,vas the
public expenditure on arlnanlentR excessi"e for a people constantl)'
exposed to border ,varfare, ,,'hich required all its Inale inhabitants to
be well equipped with ar)})R. Not until the beginning of the present
decade did the Transvaal adopt a strenuous policy of franchise
restriction and armed preparat.ion. "rna t.his an offensive or a
defensive policy P Let fncts reply. In 1890 the new Census sbo"red
that the tide of immigration ran e,·en faster than their fears; in
1891 the discovery of the extent and richness of the ,. deep levels."
securing a long, secure and pl'ofjt.nbl~ future for U1A Rand gold­
mines, and placing that future und('l' the definite control of a single
Jtroup of men, inr-J'eased the 31nl'l11 of the Transvaal Governlnpnt.
They foresaw a further increase in the rate of illunigration and a
stronger and more enduring lTIoti,·e for the "capitalists " to seek
political control. '1'he po,verful Cons~l'Yative Party in the St.ate, Jed
by Kruger, set itself stuhbornly to <1flf(lncl the fortress of independence
by new onerous restrictionR on the franchise and by. increased
expenditure o~ firlUS. 'I'his part~r and this poliC~'t t~oll~h po,vel'ful~
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was not however at first dominant. There was a strong, genuine,
Liberal movement among the burghers, which opposed tho restrictive
franchise policy and advocated an enlightened nttitudo to\vards the
new-conlers. In the. Presidential (11~ction of 1893 Jouhert. thf'
leader o~ this pal'ty, "oaR defpnt.~'tl onl~' hy n slnnll lnajorif.y: all the
Ulen of education \vr.l'O upon thiR Ridt'. tho future \VnR ,vit.h theln. and
there was .pvery prospect of th(lir bl'~aking do\vn h~' natural
processes of education the hliIH). fanatical ohstl'uction of tho old lloer
partYo

1'his promise of int.ernal l'eforln was suddenly hli~hted by the
Outlander policy. ,\"11ic11 cuhninnted in tho rTanH~S()n Raid. 'rhis
event 'VlLCI not quite the" bolt fl'Oll\ th~ hluc" ,,~hich it is sOluetitneR
represented to he. l~v('l' Hincc t.hc (lH(ahli~lllncnt of the 'J'raus\'anl
Repuhlican IJ nion at ]Jnrb~l'ton in lKS7, revolutionary forces I1U(]
he(Hl gathering nnlon~ tflC~ Outlantll'l'R, '.I.'he forln~ti()n of the
Chalullel' of }Iin(~~ in 1889, aud tho National lfnion three Y('lll'A later,
g-avo definiteness to the polit.icnl nnlhitioJls of the "~npitaliRtR.'·
IIo,ve\,el' Co COJlstif.ut.ionnl " tbn inlJlll'diatt, attitude of tho III ining
capitalists llligllt he. t.he unscrupulous ('OITuption Hu'y n~l()ptt~d to gain
their ends, nnel tlu' )\nowled~p. that cOlllplrt.e nttninnlent of t.ht'se pnds
Incant a 1ll'acti('al suhjrrtioll of HlP Jlolit.iral )nachinl~ry to the
l'equir(lnHlnt~ of thu luin('s, "'('I'(l ('ah'u)n((lll fo incl'enRo rather' thnn
alla.,- nl~u'nl. At thr. eJo~(' of IHn-t. a )~enl' helore the Raid, tIlt'
lan~l1ago of Uu.' acti\'e lnining enpitalists )wcanlo holder ancl nS8uIDPtl
a distinrUy lninatory tone in thpir l\ef!nriat ions ,,"ith tho GovernlnE:'nt.
It is in this yt'ar that "'e fil'Rt tl'aCl~ a nofahle incrt'aso in tho U Special
Expp.ndituro" of the (iO\OPl'JlIU(lnt.. (loubtlC'ss attributable to a
J.tro,vill~ rpa.qonal)lc f('cling of nlnnl1. Not, ho\\Oe\'er, until 1896 do
,va find that larg<', cOIlNt-.anlly-gl·owing incl'enso of expenditure upon
war preparations "'hich iR falsely attrihuted to the "aggressive U

policy of the 'l'l'anRvaal. 'l'h.ere hOtl no (lnubt been a largo rise in
military expp.ndihn'o tnOer since ISM, hut this is explained by the
dictates of reasonable caution on the ono hand ancI by the incrpn~t) of
State resources on the other. ]~v<'l'y departlnent of (lX P(lllC~ ILure
had increased "oith the incrense of the nationnl income:
the growth of expenditure on hospit.als, education. pnlic~

and other peaceable Rel',ojces, is quite as not.iceable flf4

the growth of "specinl f'xp(all~lihll'e to and "War Departlnent
expenses." Prior to lR95 tluwo i~ no e,-ic}enco ,vlu~evel' on which to
convict the 'rransvaalOo\,nl'lll11cnt of an "aggref48l\'e policy."· Her
fears of the Oullana(,l' Wl~ lllav wpH ('onsio('r to hay£,· h(lPll
exagg flrate.l, h('1' ohstructiyo poli{')' l1nwis~, h~'r al'lund pl'epal'atiollS
needless and liahlu (.0 lac luisinlerpr(ltNJ. Huf, kepping in nlincl alike
the ignoran(~{l, the' prctjuclices and the paRt ,'xlwl'ience of t.he H~,el':i,

we cannut nlfu!\l' to c'un~icl<,r that thei r pol ie)" wus \lnclPl'tak(~Jl for
purposes of rlefenc.~e.

OAl)ITAI~IS1tl Al\YD I1tlPERIAI~ISAI IN S. AFIlICA.
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When the Jameson Raid' took place, those fears were justified,
and the Qffect upon the enlightened progressive party in the State
was most disastrous. It ,vas no'l' idle for any burgher to preacb
]iberal concessions, or to a(hOocat.e drastic internal l'CfOrll1S. 'l'his
ltaid, condeluned only for it~ fajhtl,(~ h,'o the ,'n~t. lnajol'ity of the
llritish in Rout.h Africa, ,oir{.unllv condoned hy t.hfl British Govern­
luent, ,vas a terrible setback to iiH~ cause of peaceful I'cfol'Jn ,vithin
the 'fransvaal. Was it unnatural that the lloers shouhl fear lest this
selni-official attack upon their independence, orgnnisP(1 h~~ a combina­
tion of mining capitalists ancI flritish politician~, including, as thpy
cOlnnlonly believe, the COnniYUllCe of the Colonial Rprl'Pt.nl'Y hilnself,
should .be fnl1o,,'pc1 hy Ruhsequent better (l)'gullis(lel and t more
formidable attelnpts? A11 the factors of dnng()l' ~di1t l't'luained, IUOI'(l
})owerful and exaspel'atpd by ono failure. ]~,0"1' sin('(' tho Itaicl, t.1u'
a~itat01'8 of ,Tohann('slnll'~ nlHI thpil' Pl'(l~~ lUHO(l llHH1(' no conct-'ahnent.
of their intention to gain thri I' pnc1 hy eonst.itutional 01' unconstitutional
Ineans. The provocatiyt' t011r of t.he rOlll1l1\1uicatiolls of Rir A, ~{ilner

and ~fr. Chulnherlain, ,,·hpthpl' justifi<,cl 01' not hy actual e,-ents, "oa~

interpreted as the pl'pludt' to a ('ou,-eni('nt. e(UnlT('l, "ohich "oas to attain
tho object ,,'hich the noie} hnd fail('cl to "oin. I (10 not (lefeud tht'
discretion of th~ 'I'l'ons,oaal polj(,~· 01' th<, cOl'l'e('fll(,s~ of f.hpil' intPI'­

prptation of Bl'itish cliplonln('~o: I 1l1PI't'ly inRist that thf\ at.tituc1('
adopted by theln ,,'as t.nkt')l up as a (h-ft"lusi,e and not. as an offensiyp
policy. The~· sa,,~ since 1895 t.hl~ sallle men "oho hacl planned the
Raid, animated by the sa.nlP Hlot.iycs and posseRRinJr eyen ~reate.'

financial and political l'(\SOUI'rp~. Th£1y ,,·atched (\n(~h step in the
political game: they sow appointed to th£1 post of J1igh (!nln)lliHRi(ln~r

a nlall of strong" Inlpel'inliHt.ic· t pl'o('li,-itips, ,,-ho fpH quickly undpr
the control 01 politicians, finan('i()I's nncI jeHu'ual iHts, ,,·hOlll they kne"o
to be their enemies, They sa"o the concentration of c('ononlic po,\'el'
in the Chamber of 1tfinps: t.I}(~ nlPI1 who hplel this power t.he~l' saw
financing and otherwise ~Upp0l'tjng the South Afriran League, a
body expressly devoted to the pstahlislunent of the ,. RUprenlftcy of
Great Brit~in in Sonth i\fl'ica.~' ~[ore important still, they sa,,·
these men buying, not for conunercial but for propagandist pUl'noses,
the most important organs of the PI'PSS in the colon~·, and establish­
ing at great expense new' organs of l'eYolutionaly agitat.ion in
Johannesburg:: the~r sa"o publir. opinion throul!'hout Hout.h .Africa
poisoned by the mendacity of this un8cl'upnlou~ Pl'e~s, visibly
operated in collusion 80 a~ to arouse public passion and to drive the
British Inlperial policy to,,,,ards a catastrophe. Reein~ all thiR, and.
knowin~, on the one hand th~ pO"oel'. thf\ llloti,ops ancl the Inethods of
Mr. Rhodes and his fellow-capitalists. on the other tbe. personal
animus, the ambition and th~ l'eluarkable pnerg~:, of ~l)'. Chanlberlnin,
was it unnatural that the Transyaal GOyernlnent should contenlplate
as 8 certainty some early attack upon the independence of their
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country, and should l'cject suggestions of " policy of liberal con­
cessioJls 88 u mere postpoucuu'ut of the iru'vit.nhlo attac)<'~

'fhis ,,'as their fatalist inh'l'pl'l'tatiull of couaing events: they knew·
the charl\ct"1" and objects of tlu' JUl'll ('Jlgillecrin~ Hu.' uHsuult, that
nothing' Sbol't of ·thc COUlplt'tl' pulili('ul and c(,~onolni(~ (:oufl'ol uf the
counll'y would satisfy thelH. UllcI Ull~Y tlehn'Jniucc) to IHuke such
pJ'(~pal'atiU1l8 UN ,,'ould enuhlu tlll'lll fn "l'll tlu.'il' lib(lJ,t.it,tI tlt'ul'ly, Such
is tho b)''J)ut.ht.'siH which gi"l's tbt, Iat'sf. and fullest, explanation uf thu
facts,

'l'his analysis of thl~ cu~;(' of CapitulisJlI using IIlIJll~J'il\lisln is of
necessity imperft'l't. No play (If hi:dtU'i(~ ftH'(~(,N is su silllplt\ U8 thiN
haa been I'c!)reNPutt.,cl to hl', 1 htl\'l\ nhsta'nt~tetl nut! tuu~ign~d

;lruluatic l)rOnlint'lu~c tn thc' "l'If-~c't'kiug Juuti\'c's and C'UllJ'gy of
financial capitaliHt~, I hn\'c~ "CHU' ~() ht.'C'ntl~l' 1. he.'liC"'(' Hlut ill this,
and in othC)l' C~(!H ttf U.ggl'PNNi\'l' .1 HI pC'I'inliMI", thi~ f;lC'tul', thnul!h it
nC\'el' acts alone, is thc' JnoKt powl, ..Pul ~uicling fol'C'c~, c'o-npl'l'utiuJ! with
and uluulding fUI' itN uwn pUl'lJo:-:t' otht'I' wl'al\.l~l' .fCIl'e.'l'S wit.h pUI't'I' hut
1~8s definite ui II''''. .J u~t, UN tlat' a III hi fion of thu IhuHl ('al'i fa I iNf x fin(h~

a cc.~l'tain .gt'IlUiIlC' IIIU\"C'I .. C'1l t. of poli t ic'ul l'l'fUrJll U))(,l'utC'cl Ity III iclcUt,­
clast; enthusiat\t:.; allcl U"'C'~ it. ~u if; c'OUlt'NC'C'1\ with and "t,.. ~int't'I'N It the
UleCUl\\# of aiuls ancl fc, .. lillg':' to ",hic,1t UU.' t...,I'll I lU1jU'l'ialiNIIl in
(!ollunonly appliptl. 'rhuug-h .U' t'X:U'(. clefinitinu of fhc' Jla(.nl'c.~ nut!
uL.i(~Ct8 of lUlp(~l'jalituu jg p()~sihll', it contaiu,; c~c'l't.aill clt'al'l.r
distinguishable thl'('ad8 uf thought unci fl'c~lillg. AUlon~ thc'80
certain genuinely socil\l uutl hUUluno uloti\"l'" Ntnutl IU'UUlilu'ut: thu
desire to pl'olnoto the ClUINl'S of ci,·iligation ancI Chl'it;t.innit.y, to
ilnpl'OVe the CCODODlic undospiritual conc.lition uf I(lWl'I' I'tU~C'S. to crush
slavery and to bring all pa)'t.:; (If tlul hal)itahlp wurlcl intu closer
Jnnt.cl'ial and ulul'ul unioll. 'l'hc.'sl\ uluti \'('N ltl'C' I'l'ul ancl ('11 h'l· into
IUlpel'ialisDl: thc'y are if.s r(,(!t'c.'llIjug fac~lul'N, hut th<,y aLl'l' llnL its
Ulost powerful directing forct's, Su 10111: UN we "l'gUl'd Jill pl,.. ialisnl
aft a broad, g(·Jlc.~l'al pri uei pic' t.llC'Ht.~ 11 iKlier und l)l~UC'I' it.lt'n~ lionel
f(ll~ling8 take front rauk: hut, \\·lu'u \\'l\ umwelld i'null principlt tu
practice it is quito cliffl'l'ell t. If Wl~ turn to our pl'{lgC'ut ('nnCI'(~t.<~

instance, and ask \vhut iN tlH~ l'l'ul IUlJmriulisln ,,'hich J,toes f'urth to
aid and abet the Capit.nlh-ull whi(:h wo huve ullal)·spcl. wc.~ xhnll
t)isco\,er to our chagrin t.hat this lUlJlcrialisnl is in lal'g'(' 11le.'u~nll'e

resolvable into capitalist. 01' PI'Ofit-MCl·lduj,t infhu'llces 'I'hc' cll,j,'jllg
forces of aggl'egsi\"e Illlpel'ialisiu are thu ul'gauis(~cl illflul'llcCS of certain
pl'ofessior:aal and cOlulncl'ciul eiaNsPH whi(~h JU1Vt~ ('cl'laiu clt'finite
economio 3(h'llntagm; to gain hy U~sullling thiN pse.Hulu-patl'iutic cloak.
'l'he most potent of all theso infl'J('ncm~, t·ho )HJ\\'l'l' ht~hintl the thl'onu in

. every modern ci\'ilist'f! cuullh'y, is th(~ fiUUIlCit-'l', the lu.nue I'epre­
sentative of that Yl'l')" class whulie opc'l'utiuJls .. on the spot" I have
analysed ·abovl', 'rho l)UWC.'t' of this claHN, excl'lml clil'l'Ctly upon
politicians, or indirectly through the !'l'CSH upon public opinion, i2t
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perhaps the Jnost serious problelll in public life to-day. The halllmering
of }{ruJter at the St,ock l~xch81l~e is a concise and most luolinou8
rt~velation of this cent.ral tl~uth. lJut this nucleus of ccollolnic force
in u Inlperialisl11" "athers around it certain othcr allied cconoulic
jnh~rests.

'l'he powerfully-organised iroll and shipbuilding trades, with InallY
related industrics, arc dircct. and large gainct'g by public ex­
penditure upon al'111a111cn18 "'hich this Bort of Ilnpcrialislll necessi­
tates: most of thc large export trad<'s are ,von over by fallacious
appeals to the 'l'radc ,vhich "follo\n, the 14'lag." '1'he "Scl'vices"
offer the cleanest and J110st natural support to an aggt·cssh'e foreign
polic)': expansion of the clupiro appeals po,verfully to tho aristocracy
and tho professional cl~ses by offet'ing ne,,' and c\'el'-gro\viog fields
fot, tbc honoul'able and }ll'ofitabl<' clJnpJo)"Ju«)ut of their SODS. 'l'be
Jtcncral body of the invpsting public is easilf ll«)l'suarled to \lS(' the
resources of t.hc Htatc in order to 8af~gual'd and appreciatc their
privato invcstnl«)uts in foreign lands.

'l'hese st.rong definit~ CCOl1())uic intel'l'Nts Hrc the principal pl'opellt'rs
of aggr(\ssiyc IJnperialism, conscinu~l.'" or iustl'uctivcly using. in
order to conceal t,heir selfish dOlninnncp, th~ gpncrolts but, ofl{ln
)l)istaken illlpulsllS of hunuuliinrian SllUtiIlU'uf, 1111(1 r(\lyjJl~ in Ule
last resort upon ono IHn"pl'ful :o)(,CI'('t ally "'hich over lurJ\H in t.ltn
reccsses of the national chal·act.er. This 31h- is that l'a('c-) list of
doulillance, that false 01' iuyerh1 <! pat.riotisll~ ,,,hich IllCQSUrCS the
glory of its countiry by another's shanle, and ,vhos(, essential
imnlorality is 8unlmed up in the doctrine that. British paramountcy
is a U right." It is to this blind and brutal lust that our financiers
Inade their final and successful aplleal, "'hen they instructed their
I)ress and their political tools to so falsify tho wholesome Africander
scnt.ilnent as to Dlake it appear a ])utch challenge W British
ascendancy throughout South ...~frica. 'l'his British Imperial
passion, once roused upon but.h Continents, res}>ondel1 ",ith eager
frenzy to the mandates of the lllasters who had invoked it and ,vho
seek to employ it for their gain. lire Chamberlain. the faithful
representative of this Imperialisln, possibly imagines himself a frce
agent, and }lossibly designs to use for purposes of personnl and
Imperial aggrandisement the <'conoJuic forces of South African
finance. But the generals of finance ,,·el1 know he is their inst.runlcnt
and not they his: t.hey are the nlen upon the spot who kno\v,vhat
they want a~d mean to get it. 'fhe apparent spontaneity uf
Ilnperialism is a nlere illusion: its forces obey the stinlulus and thc
direction of financial masters.

'l'hos6 who reject this anal}Ysis, with the stress it la.ys upon dis­
tinctively economic initiative, because it appears crude in its
simplicity, do wrong. 'l'he apparent complexity of such an iS8~e is
only superficial, for the most part fabricated and serving as· a screen



for tho play of a f('\\~ simple, primitive, s(~lfi8b IU1·CC8. 1.'iuuas
(~hang(J, Ilu~n du not ~I'('at1)' change. '1'110 1l1{'lnol'ah10 saying of Sil'
'J'lunna8 Afore is still applicablo in UUI' du)P: "Everywhere dn I
pcrceh·(' a cl·rtain cOllspiracy of ritah Juen fI(~Hking their p,'ivutc
ad\'alltago und(~r thu ntUIlO unci pl'etext of tho COlnlllOIl\\'eal.·'

J. A, HODSUX.
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Article 4

THE INNER. l\fEANING OF PROTECTIONISM.

CONVINCED Free Traders are too prone to explain the survival
of, or the reversion to, Protection by the greed of a few dominant

industrial interests and the short-sighted policy of the masses, who
prefer indirect to direct taxes, and are easily persuaded that other
people pay them. Protection, moreover, makes its appeal to the
producer, professing to safeguard his interests, and, though every
prod~cer is likewise"a consumer, the former function is more exigent:
a promise of high wages carries more weight than a threat of high
prices, because the average man looks more closely to his earnings
than to his expenditure.

But behind all this there lie two tendencies and two sentiments
relating to them which Free Traders have ignored. Free Trade makes
no provision to secure that industry and an industrial population shall
remain attached to any particular piece of earth. On the contrary.
~he assumption is that both capital and labour shall easily transfer
themselves (rom the place which they have hitherto occupied to any
other portion of the industrial world where they can eam higher profits
or wages. and that it is desirable they should do so. Thus inside the
CI Free Trade JJ a!'ea of England itself, the forces of the Industrial
Revolution took away the important textile industry of the Eastern
counties. transferring it to Lancashire, and destroyed the flourishing
iron industry of Sussex and Kent, absorbing it in the new industries
upon the Northem and Midland coal fields. If this suckage of trade
and population may happen from the free play of natural economic
forces within this or any other country, may we not expect a similar
result from a grouping of countries, trading with one another as freely
as the different parts of England trade with one another? Where
capital and labour can pass quickly, easily and cheaply, from one country
to another, what is there to prevent a nation, whose land is less well
adapted to modem industrial requirements than other nations with
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which she is in close commercial intercourse, from being stripped of
large portions of her trade and her industrial population? There is
no guarantee under Free Trade that any single industry or any single
industrial population shall stay permanently fixed in the political area
termed Great Br.itain. What is there to ensure the continuance of the
great staple, textile, metal and other manufactures in these isles,
supposing that the \vorld-competition, upon which we are no\v entering,
makes it evident that the capital and labour they employ can be
more profitably employed elsewhere, in America, in India or China?
Or, if the labour will not flow so easily or so quickly on to the best
area of employment, the capital will go and leave it impotent for
industry. Many Protectionists are persuaded that the relative advant­
ages for manufactures and commerce, which England possessed during
the greater part of the 19th century, are disappearing, and that other
nations, by cheaper or more industrious labour, greater enterprise
in organisation and invention, or easier access to raw materials, have
undermined our industrial prosperity. These competitive forces, often
assisted by foreign fiscal policy, if they are allowed to operate without
resistance on our part, may serve to drain Great Britain of much
of her most profitable manufacturing and commercial enterprise.
Now Free Trade doctrine and practices offer no resistance to such a
movement According to Free Trade, if the soil, climate, position and
other natural conditions of t·hese islands no longer offer sufficient
inducements to retain capital and labour in employment thus, they
should be free to flow elsewhere: the work of the \vorld must
and ought to be done \vherever it can be done most cheaply and most
efficiently. Free Trade, in a word, stands for the maximum production
of world-wealth and for the largest remuneration of capital and labour
engaged in producing it, but is regardless of the locale upon which this
wealth is produced and consumed. Free Trade assumes inter­
nationalism.

Now the Protectionist, taking his stand on national patriotism, is
seriously concerned to keep as much industry and as large a population
as possible within the limits of these islands; and our Imperial
Protectionist of to-day is willing to place restrictions upon foreign
trade in order to keep within the limits of the British Empire a large
population, who shall earn a living wage for their labour and a living
profit on their capital.

'fhe most important change in modem history is the growing
severance between the political and the industrial limits of national life :
as a political unit a British citizen is confined in his interests to
these isles, as an industrial unit he may be far more closely identified
with China, South America, or Russia. This severance between
political and industrial interests everywhere seems to threaten political
solidarity, and sets up two tendencies, Imperialism ·and Protection.
Imperialism represents a more or less conscious and organised effort of

366



THE INNER MEANING OF PROTECTIONISM. 367

a nation to expand its old political boundaries, and to take in by
annexation other outside countries where its citizens have acquired
strong ind~strial interests. Protection represents the converse tendency,
an effort to prevent industrial interests from wandering outside the
political limits of the nation, to keep capital and labour employed
within the political area, confining extra-national relations to commerce
within the narrower limits of the term. Modern Conservatism, con­
cerned for the territorial integrity of national life, pursues both policies,
expanding political control, contracting industrial life, in order to try
and preserve the identity of the politics and industry of its citizens.
It represents the struggle of a deformed and belated nationalism
against the growing spirit which everywhere is breaking through the
old national limits and is laying the economic foundation for the
coming inter-nationalism.

This is the inner meaning of the new \\'ave of Protectionism in
England. Its adherents fear lest England's natural advantages of soil,
climate, position. labour-power and business-enterprise should not
suffice in the turmoil of keen world-competition to keep enough industry
within our national or imperial soil. The traditional policy of game­
preserving impels them to have recourse to silnilar methods of pre­
serving trade within the ring-fence of the national or imperial
dominions.

Along with this sentiment \vorks an allied sentilnent of self­
sufficiency. It is not enough that Great Britain should keep a large
volume of industry within her shores: she must defend herself against
another implication of Free Trade, an excessive division of \vorld­
labour. \vhich, by specialising the work of a nation. robs it of self­
sufficiency. Even if Great Britain is strong enough to retain her
fair share of world-industry, Free Trade, by confining British industry
more and more to certain specific branches of manufacture and
commerce, increases her dependence for the prime necessaries of
national life upon the good ,vill and regular industry of other nations.
When a nation depends for the supply of its daily bread upon the
economic activity of other nations, its political independence is Jelt to
be imperilled. Whatever be the advantage of international division
of labour at ordinary times, it is felt that the national unit should, at
any rate, not so far commit herself to specialised industry that she
cannot, upon an emergency, resume the power to supply herself .\vith
food and other necessaries of life from her own resources.

Protectionism, interpreted in the light of these apprehensions, is an
endeavour to struggle against certain dangers inherent in the world­
economy of Free Trade, and to keep \vithin the territorial limits of
the nation a sufficient volume and an adequate variety of industry.

Now the Free Trader has several answers to this line of argument.
Admitting that it is theoretically possible for trade to shrink in
volume within the national area, as a result of free world-competition,
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he will deny that Great Britain is in fact subjected to this process. An
impregnable array of evidence can be adduced to prove that our
industrial prosperity is waxing and not waning; that the diminution
of certain old industries is attended by a more than proportionate
growth of new industries; that the more rapid recent development of
such countries as Gernlany and the United States is on the whole a
source of strength, not of weakness, to our powers of national pro­
duction; that certain particular injuries inflicted by the rivalry of
nations are more than compensated by the indirect benefits of a more
effective international co-operation. Every increase of the productive
power of Germany and the United States is a source of increased
\vealth to Great Britain, just in proportio~ as the growing volume of
our commerce with these countries obliges them to hand over to us,
by ordinary processes of exchange, an increased quantity of their
enhanced national wealth.

These conunonplaces of the theory of free exchange are ignored by
the fearful hosts of Protection.

As for the danger attributed to specialisation of industry \vhich
makes us dependent upon other nations for our food supply, the
argument, so far as it carries any weight, relies on political rather than
economic considerations. If there were any reason to expect a general"
conspiracy of foreign \vheat-growing nations so blinded to their obvious
self-interest as to establish a trade boycott against Great Britain, in
such a case a policy of artificial stimulation of agriculture within the
Empire, though involving a great sacrifice of aggregate national wealth,
would be defensible if it could be shown to be efficacious. But even
here the Protectionist case collapses when fronl theory we resort to
fact. For when we regard the amount of our dependence upon the
United States and other foreign countries for our food and other
necessaries of life, we shall perceive that we have gone too far in our
international reliance for any such reversion to Imperial self-sufficiency
to be efficacious. An endeavour to stimulate by artificial means the
development of British and Imperial agriculture for purposes of self­
support, while it would cost us dear, could not succeed within any
reasonable time in securing us against the necessity of buying food
from tho~e ~oreign nations whom we are called upon to distrust.
We should merely offend them without securing our economic
independence. The politics of such a course \vould be even worse than
its economics.

But the deepest defect of the new Protectionism lies in its utter
inadequacy to achieve its end. For if that end is to secure the
retention of a sufficient volume and variety of industry and of industrial
population within the territorial limits of the kingdom or the empire,
the sort of protection which is now proposed will be quite incompetent
to compass it.

This can easily be seen. The result of the specialisation of national
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.industry under Free Trade (ho\\rever imperfect or U one-sided") is to
enhance the productivity of the capital and labour engaged in it. An
artificial restriction of this process of specialisation must therefore be
attended by a diminution of the general productivity of capital and
labour. The instructed Protectionist will hardly question this. Either
he will admit a reduction of aggregate national wealth, defending it
on the ground of greater variety and increased self-sufficiency: or he
wIll assert that a larger employment of capital and labour will enable
the same quantity of wealth to be produced as before. It matters
not which line of argument is taken, the fact remains that the result of
Protection will be adiminished productivity of capital and labour per
IIl1i/. This must be attended by a general shrinkage in the rate of
profits and of wages, a process accelerated by the fact that rent of land
will take a larger share of the total diminished national income. Now,
if profits and wages fall, both capital and labour will tend to seek
employment outside the protected area, in foreign lands: the fact that
protective systems prevail in these foreign lands, not being a new
factor in the situation, is immaterial. So, even if it be argued that an
increased volume of employment of capital and labour might directly
ensue from a prote'ctive tariff, that capital and labour, obtaining a lower'
rate of real remuneration, will not stay. within the protected national
area, but will te~d to seek the more remunerative outside employment.
Thi, theory is supported by innumerable concrete evidences.

Protection, by -lowering the average productiveness of capital and
labour, tends to expel them from the protected area. Capital, more
fluid, leaves more easily and quickly: labour lags, and a grave con­
dition of "unemployment" embarrasses the situation: eventually
labour too migrates in order to co-operate with its necessary economic
adjunct Can Protection stop this process of migration which plainly
defeats its end by exasperating the very disease it is designed to cure?
Yes, provided it is sufficiently thorough. Protection, to be effective,
must not stand upon the feeble expedients of preferential or even
prohibitive tariffs aimed against the import of foreign goods. It must
support this barrier by a second; barrier, prohibiting the export of British
capital and British labour. The more rigorous Protection of the 17th
and 18th centuries took what steps in this direction were then necessary,
by restriction or prohibition of the export of machinery and skilled
labour. More rigorous protective measures would now be needed.
For the fluidity of monetary investments in foreign lands was then
a "Agli,gtalJle factor: whereas it is the factor of first significance in
modem' world industry. In order then for our new Protectionists to
gain their object of setting back the tide of industrial internationalism,
so as to achieve the economic solidarity and self-sufficiency of the
British Empire, they must devise means of preventing fluid capital and
labour from l~aving the country. Unless they see their way to carry
Protection thus far, they will behold their policy of protective and
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retaliat~ry t.ariffs reduced to nullity by the free play of the enlightened
self-interest of capital and labour seeking elsewhere the employment
now rendered unprofitable within the British Empire.

Nothing short of this protective policy of CI thorough:' making for
the well-nigh complete economic isolation of our Empire, by a virtual
prohibition, not only of imports but of exports, can avail to safeguard
the nation against the imaginary perils of a Free Trade economy
which is only the industrial aspect of the slowly-growing inter­
nationalisll]: with which lies the future of civilisation.

Protectionism, thus interpreted, is the expression of a false spirit of
patriotism seeking to confine industry within a national or imperial
area, so as to defend the nation, or the empire, against what it regards
as the disintegrating influences of commercial internationalism.

Now this patriotism is doubly false as expressed in that form of
preferential Protectionism now before our country. In the first place,
if carried into effect, it would injure our national life by narrowing the
stream of intercourse with other nations, upon which in tpe future, as
in the past, the gro\vth and enrichment of our nationality depend. It
is no better for a nation than for a Inan to live alone, and the economic
self-sufficiency, at w~ich Protection aims, could it be achieved, would
deprive our national industry and our national life of those new supplies
of foreign stock and stimuli which have played so large a part in
building the very industries which we have come to regard- as
characteristically British. The greatness of English manufacture and
commerce is so demonstrably due to the free receptivity of England:
so .many of ·her industries are the direct product of Flemish, Italian,
French and German skill and invention, drawn into our country by our
industrial and political practice of the open door, that any stoppage of
this liberty of foreign access, such as must attend any substantial
measure of Protectionism, would inflict the gravest damage upon a main
source of our national industrial growth. Even more detrimental would
be the diminution of all forms of higher intercourse which this lessening
of commercial- interco~rse must involve. Ideas always follow trade
routes, and a limitation of international trade will restrict the free flow
of ideas and feelings between Great Britain and foreign nations, and
will throw us more and more upon the restricted intellectual resources
'of our empire. It is not extravagant to suggest that we have more
to learn from France, Germany and America than from Australasia
and South Africa; and that if it were a case of making immediate
economic sacrifices, it would pay us better as a- nation in the long roh to
maintain a free expansive intercourse with foreign civilised nations
than to cultivate a ~rocess of narrow, intellectual inter-breeding within
the British Empire. As matters stand, our immediate economic interests
are so plainly identical with the wider, higher interests of our national
civilisation that the proposed change of commercial policy would inflict
~ double -blow upon our national life.
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Hardly Jess injurious to true nationalisln is the attempt, which
underlies a preferential tariff, to merge the national life of Great
Britain, as a political and economic unit, in the Enlpire. The natural
tendency of recent history has been towards a free development of a
distinctively national spirit and institutions in Australasia, Canada and
South Africa, exp'ressing itself ,in liberty of fiscal policy, as well as i~: a
stricter limitation of the forms and substance of political control by
the Mother Country. This movement is not to be regarded as making
for the dissolution of the Empire, but as a natural expression of a
certain local specialisation of interests in new forms of self-government
within the Empire: this liberty of growing new political organs with
increasing differentiation of functions is necessary to the health of the
body politic. Every manifestation of genuine regard for the Mother
Country in our self-goverl)ing Colonies must be rightly understood as
a" testimony to the success of this .. simple system of natural liberty"
which ·has ruled the relations of Great Britain to her Colonies during
several generations. Any attempt artificially to draw closer the
economic or the political bonds impedes this growth of \vholesome
cc nationalism H in the Colonies, ,,,hile it weakens British nationalism by
making it diffuse and anlorphous. With an Englishman who is to be
~escribed as genuinely " patriotic," England stands first, the British
Empire next; with an Australian, Australia first, the British Empire
next, and so with the Canadian or the South African. Even were it
possible, it would be supremely un\vise to try to dissipate this narrower
nationalism by merging it into imperialisln; and the attempt, artificially,
to force this merger is ~ore likely t-han any other course to defeat
its object by driving our C~l~nies to seek expression for their growing
sentiments and interests of nationality outside the political area of the
British Empire.

The endeavour to enlarge the scope of British nationalism, C4nd
correspondingly to break the narro\ver force of Colonial nationalism,
by spreading it over the vast heterogeneous area of the British Empire,
implies a fatal misunderstanding of the meaning and uses of
nationalism. Such a nationalism would be unintel1ig~nt,unstable. and,
on the part of our self-governing Colonies. recalcitrant; for they would
find/their separate self-interests, which in spite of the nominal merger
\vould endure. continually thwarted by a policy imposed upon them by
the dominant partner, in her own interest or that of the dumb portion
of the Empir~ which would form. her peculiar charge. It could never
be the true interest of any of our self-governing Colonies to enter
a closer imperial federation with a Mother Country that is saddled with
our vast burden of non-self-governing possessions. In spirit and in policy
colonialism is the antithesis of imperialism; and the rising nationality
of our self-governing Colonies must revolt against the perilous and
unprofitable burden of this" unfree" Empire.

Thus the modified Protectionism of the preferential tariff is an
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attempt to fight agaInst the spirit of internationalism by a method
which actually undermines the genuine' forces of nationalism.

All the wanton waste and misChief of this movement arises from the
false conception of nationalism which deems it the enemy of inter­
nationalislD. The true friend of internationalism, as distinguished from
the more amorphous cosmopolitan, most urgently desires the mainten­
ance of nationalism, and, as a means to effective nationalism, woula
maintain that full free intercourse of local areas which contributes to
the making of powerful nationality by transfusion of blood, ideas and
sentiments.

Free Trade is essential to this nationalism, and thence derives much
not only of its economic, but of its ethical validity.

I t has been a fashion to deride Cobdenism for two diametrically
opposite reasons. Some have disparaged it for its huxter ethics, its
excessive reliance upon materialistic bonds of trade. which igno~ed

all the deeper-rooted forces of national or racial sentiment. Others
reproached it for its Utopian idealism. its conviction that peace and good­
will were the really dominant forces of humanity. concealed by merely
superficial rivalry on the political and commercial planes: knock down
tariffs, reduce armaments. sho\v faith In the latent powers of national
good-\vill. an early millennium would ensue.

It is now argued that events haye proved the' falsity of Cobdenism.
But this argument shows a failure to grasp the meaning of commercial
internationalism as taught by Cobden. In the first placet we have
never practised more than one-half of Cobdents policy. Cobden would
have. us test the commercial and moral forces of intenlationalism by
ceasing to rely upon military force and territorial aggression for the
advance of commerce. Imperiali~m Implies the inhibition of those very
forces upon which Cobden most explicitly relied for the success of his
internationalism. SecondlYt so far as the real cause of internationalism
has made advance, this advance has been directly proportionate to the
growth of international trade. and has been impeded by every tariff
that has checked this trade.

What Cobden's analysis failed to recognise was that an appeal made.
as was his. to the collective self-interests of w401e nations,. is only
completely effective where the government expresses the aggregate
interests of the nationt that it is liable to fail where the interests of
special classes or industries within the nation arrogate to themselves
the powers of government. The full efficacy of Cobdenism implies
the existence of industrial democracies. By an industrial democracy I
signify not merely a government of the people by the people for the
people, instead of a government of the people by the boss for the
millionaire, but also a free play of economic forces which secures to the
people, as a \vhole, the increased consumption of wealth rendered
possible by each improvement in the development of natural resources
and of the arts of production.
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"It is qUite evident that one prime direct cause of the adoption of
tariffs ·has been the increasing difficulty manufacturers experience in
disposing of their \vares at profitable prices in the home or neutral
markets. This general tendency towards over-production of manu­
factured goods, and often even of food and raw materials, common and
almost chronic among the, increasing number of nations that have
entered the modem era: of mechanical industry, is only intelligible
upon' one hypothesis. Since all trade is ultimately an exchange of
commodities, everything that is produced can obviously be sold and

.consumed; for someone possesses a corresponding power to buy
whatever is produced. If therefore it is in point of fact so much more
difficult to sell than to buy, that the power to produce has continually
to be kept in check, this curious phenomenon can only be explained by
imputing to those who have the power to consume a refusal of the
exercise of that power. This refusal of a full application of the power
to purchase and consume is itself only explicable as part of the ,vider
phenomenon of mal-distribution of wealth in modern societies. In a
well-ordered society every increase in the power of production \\'ould
automatically be attended by a corresponding rise in the general
standard of consumption, wants rising to correspond with every
enhanced power to satisfy them. In such societies there could be no
apparent over-production (ou'tside the range of minor miscalculation).
and therefore no difficulty in finding markets. The only economic
explanation of .the growing struggle for markets that stimulates
Protection is an unsound condition of economic order which -prevents
the peoples from absorbing freely in their rising standard of con­
sumption aU the growing wealth made possible by scientific methods
of production. Since the same phenomenon of mal-distribution 'of
economic power within the nation alone explains how in every nation.
irrespective of its form of government, the actual control of the fiscal
policy is exercised by strong groups of industrial politicians in the
interests of special trades, it becomes quite evident how Protectionism
is rooted in the larger social question. So far as Cobdenism has failed,
it is· from no inherent defect of the doctrine or its practice, but from
wider causes which have hitherto prevented the emergence of a really
democratic fiscal policy even in those nations that have clothed them­
selves with the forms of democracy. Protectionism is always likely to
survive or to recur in nations where class interests, of land owners, of
export manufacturers, the military services, and their industrial
parasites, remain politically strong enough to push their group-interests
to the detriment of the commonwealth. Until the people get a larger
control over the industrial resources of the country, an increased po\ver
of consumption, they cannot checkmate the power of the industrial
oligarchy, which is continually liable to use protective tariffs so as to
divert into their own pockets an increasing share of the reduced
aggregate wealth of the nation.
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It seems as if industrial democracy must precede political democracy,
so as to make the latter possible. But it is not difficult to tum the
issue round and sho\v that certain changes of political machinery are
essential to the attainment of any measure of real industrial denlocracy.
So we seem to be involved in a vicious circle. But the circle is not
.really vicious: it is rather a type of the perfect harmony which must
exist in the play of progressive forces. The true democracy is neither
political nor industrial, but both in one, and, the progressive forces
\vhich make for its attainment are the same. The chain of logic runs
thus: without econonlic justice there can be no democracy i democracy
is the essence of true nationalism; Free Trade is the expression of
national self-interests through the intercourse of nations, and is thus
the foundation of internationalism.

I have shown that Preferential Tariffs, Fair Trade, or other inter­
ferences with liberty of imports are Protection, and that Protection is
econonucally injurious, first to the weaker classes of the nation, the
\vorking classes, secondly to the nation as a whole, thirdly to the
industrial world or to economic internationalism.

But the heaviest count of the indictment against Protectionism is
thatjt attempts to cancel the conditions of international morality: not
Inereiy is it an organised formal assertion of that national selfishness
\vhich degrades patriotisnl from a sentiment of inclusi.ve affection to
one of external animosity, but it shuts the door to the free. entrance
of those foreign goods which are the material expression of foreign
life and the first foundation of higher intercourse, a better understand­
ing and a finer feeling bet\\'een nations.

International trade is the incipient form, the true utilitarian con­
dition, of international morality: trade-intercourse is the beginning of
human fellowship.

The Imperialist policy of political expansion and its natural ally,
the Protectionist policy of commercial contraction, are both enemies
of international morality, in that they destroy the free self expression
and intercourse of nations.

The civilisation of the future demands the maintenance of strong
independent nations-fearless of aggression--entering into ever closer
commercial intercourse with one another, and, in the practice of mutual
aid upon the plane of physical life, laying the foundation of a higher
spiritual fellowship. Neit-her political expansion nor industrial con­
traction can do aught else than offer mischievous and ultimately
impotent impediments to this course of world-civilisation, \\'hich, so far
from endangering nationalism, strengthens and enriches it by placing
it in strong organic harmony with the life of other nations.

J. A HORSON.



Article 5



THE ETHICS OF INTERNATIONi\LISM.*

It may, I think, be rightly said that the greatest thing which
has happened within the last two generations has been tht
practical enlargement of the world for all members of civilized
communities. The world, of course, is of a different size for
all of us, and it is very largely detennined in that size by the
attitude, the conscious and the unconscious attitude which we
adopt towards it. That is to say, the world is as large as we
by our practical experience and our imaginative experience
and sympathy choose and are able ~o make it. Perhaps it is
difficult for us to realize how small a thing the world meant
for most of our grandfathers and grandmothers, living in an
age when their practicable movements and actual concrete ex..

• An address before the Society for Ethical Culture of Philadelphia.



Tlte Ethics of Inler1Iatio1Ialisl1l.

periences of life \vere confined alnl0st entirely to a nlinute frac­
tion of the soil of the particular country upon which they were
born. Even in this cOltntry~ where lnovement was freer and
larger at that tinle, it nlay be said that the world \vas not one
tenth or one hundredth part so great, if measured by the ex­
perienc~ of the citizen of fifty years ago, as it is for you to-day.

We know, of course, in general terms, how this change has
been brought about. Partly, i,t is due to the facilitation of
travel, the direct contact and experience with other peoples
spreading so \videly anl0ng lnodern developed nations-at any
rate so far as the more \vealthy classes are concerned. But
that is not the chief instructor and the chief enlarger of the
\vorld. It is through the facilitation of ne\vs, through the
press and the telegraph service, that we are brought to-day
into ever closer, more inlmediate and sympathetic contact with
the whole world. Everyone, to-day, as we say familiarly,
lives at the end of a telegraph line, which means not merely
that alJ the great and significant happenings in the \vorld are
brought to his attention in a way which was impossible a
generation or t\VO ago, but that they are brought at once and
simultaneously to the attention of great masses of people, so
that anything happening in the most relnote part of the world
makes its immediate impression upon the society of nations.
The whole world is made cognizant of it, and the immediate
and simultaneous sympathy it arouses brings a new element of
sociality into the world. In this sense we may say that the
world has been recently discovered for the mass of civilized
nlankind. It has been brought effectively \vithin the true area
of their attention.

But what is the intellectual and moral attitude to-day toward
this large world, broken as it still remains into a large nun)­
ber of so-called separate nations? Weare hardly prepared to
take a cool, clear, scientific view of international relations. The
press, of which I ~poke just now, throws the limelight now
upon one corner of the world, now upon another; now it is
perhaps upon South Africa, now it is upon some great stir in
China, again, some South American rebellion occupies the field
of immediate attention, then we are s\vept away to the mystery
Vol. XVII-No. t. 2
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of Russia, to street fights in the city of Moscow, to the erup­
tipn of some volcano, or some new atrocities up on the Congo.
Such interest so broken cannot be said to be effectively scientific
or effectively humanitarian. We are not able to adjust clearly
our minds or our sympathetic feelings to the interests of
humanity as disclosed by these great events. This rapid, sensa­
tional posing of the different portions of the world before us
seems at present to dissipate rather than integrate our thought
and feeling, to arouse a constant, quick succession of unrelated
interests. The daily press, the chief instrument of this dissipa­
tion is engaged continually in trying to alarm,surprise and
amaze us by strongly marked display of new incidents in differ­
ent portions of the world. What we call the "yellow" press (a
press which is not confined -to your country, a press which is
closely imitated in my own country and in various countries of
Europe), seems to have developed ~. new idea of providence,
presenting it in the character of a great sporting committee,
engaged in arranging "events" over the world ;great feats, great
new international handicaps are commonly being announced
in alarmist letters, and this press, of course, is primarily engaged
in taking the gate-money for this class of variety entertain­
ment. So far as the conscious will of man is concerned, so far
as th~e great events which are taking place in different parts
of the world are the products of individual will, the notion is
not wholly illusory. Underneath those motives which are
brought forward to explain what is happening in political and
other fields of enterprise, underlying such terms as "honor"
and "prestige," we have the struggle for spheres of influence
among nations, the struggle for greatness, for national sel
assertion in various forms and in various parts of the ~vorld.

that struggle which in its political and military side takes the
title of imperalism. It is this contest that occupies the chief
attention of the international committee, for which Mr. Roose­
velt and Kaiser Withelnl are informal secretaries. For while
many of the more violent and surprising happenings in the
world present themselves to the reading public as uncaused
sensations, the highest interest attaches to their great bouts of
organized adventure, in which the power of personalities plays
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a, .most distinguished and dramatic part. For "movements"
and "forces". cannot even in the most democratic countries
displace individual personality in the interpretation of history:
in the most modern times national "destinies" are still fre­
quently swayed by the personal influence of some great swash­
buckler or some gambler like the great Napoleon III in France,
or some calculating statesman like Prince Bismarck. Such men
wi·th such passions still playa considerable part in determin­
ing the great moveme.nts of nations. But, of course, in
explaining history, we must not be led back into the old, false,
heroic method of interpretation. We must recognize that
behind these personalities are certain wider plays of interest
and passion, the interests and passions of classes or groups
within a nation, or the play of the desires, ambitions and needs
of whole peoples. To these great forces, guided and exploited
perhaps to some extent by the ambitions of strong men, states­
men and generals of industry or war, we must look if we
should seek to understand the modern development of history.
Not merely does the interest we have in foreign nations grow
greater in modern times, but it is equally evident that the actual
influences which work upon the lives of all of us from distant
parts of the world are multiplying very fast. It is a familiar
truth that whether we look to industry, to politics, to science,
to literature, to travel, we find a number of bonds of interest
which band men together irrespective of the national limits of
the country to which they belong and in which they are born.
Even S(} 'ittle time as a generation ago it might be said that
for the ..nost part we lived alone as nations; nations were
loosely.related to one another, and their individual members
therefort~, had a very slight realization of what the world meant
outside t.heir own particular nation.

'Now is it equally obvious that every great public issue which
confronts us in life is international; it is impossible to trace
down those issues which are presented to us as great social
issues, political or econonlic, and to find any solution which is
satisfactory that does not present the elements of internation­
ality. If any of you are sympathetically engaged in any great
task of modern social reform you will 'find that you are con-
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stantly brought up against this fact; you cannot find a solution
adequate for the particular problem upon which you are con­
centrating your at'tention that is not thwarted by the play of
forces outside your own nationality. That of course is con­
spicuously true of those movements associated with capital and
labor, and indeed all movenlents which are comprised under
the term "The Social Problem." It is not possible, we are
now coming to see, for a social problem -to be solved by a single
nation; no nation can advance toward its solution at a very
much faster pace than other nations, nor can it solve what it
calls its own problems itself. There are no large problems
which are securely fastened within the confines of a single
nationality. All attempts to make this national isolation are
in the long run futile. If we attempt to interrupt what is happen..
ing in the world to-day, we find the key to that irterpretation
in the tendency to equalization of the material, intellectual ar ~
~or~l resources over the face of the earth. This' comes home
to us most clearly in commercial matters, in the play of com...
merce between nation and nation. A generation ago that play
was very slight. Now, of course, great masses of commodities
are flowing tolerably freely, in spite of tariffs, over the whole
surface of the globe. New countries are coming continually
into the area of effective commercial intercourse. But that
perhaps is not the most significant aspect of the material change
which is taking place. The productive powers of mankind,
capital and labor, are flowing with incomparably greater
freedonl over the whole world. The modern methods of invest­
ment simply mean that huge masses of capital are moving about
to find the spot where they can combine most "effectively with
natural resources and with labor, and labor is seeking to follow
the same line of free flow. This is the great thing which is
happening from the standpoint of material devetopnlent of the
earth, the flow of capital and labor, drawn primarily by the
self-interest of its owners to combine in methods and a,t places
which are most effective for the production of wealth for the
world-not of wealth for any individual nation. This flow of
capital and labor, the largest practical thing that is happening
to-day, is in its real rneaning directed to the production '-Jnd
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distribution of wealth over the world, and all these little laws
which are set up by nationalities to regulate the kind of things.
that shall come from one country to another, ·and the way in
which they shall enter, and the tenns upon which capital shall
be used in foreign nations, and the regulations which restrict
the movements of the flow of labor from one nation to another,
all these are small and comparatively trivial barriers set up
against this majestic world-flow of capital and labor. What
is aimed at is a leveling process throughout the world, a level­
ing of economic and ultimately of social conditions between
one part of the world and another; and the forces which impel
this great movement are immensely and immeasurably stronger
than those which artificial barriers of national law can possibly
set· up to prohibit or restrain them. You may, of course,
impede the particular flow, you may alter a little the direction,
you may block certain channels, but you cannot effectively, to
any considerable degree, control these great world forces. It
is the pace and the intricacy of this new movement which is
causing a great deal of the bewilderment and the impotence
which mark the conduct of modern statesmen in all the
countries of the world.

The modes of cosmopolitanism which are already established
strike us often as most signifi~nt. You can book a passage
by rail or sea in London or New York for any point in the
civilized or uncivilized known world. You can transmit money
from Philadelphia to any part of the civilized world, surely,
securely, quickly and easily. We can read books, either in
foreign languages-if we know them--or in translations, books
which put us in direct communication with the thoughts and
feelings of distant peoples. Many of us have friendships which
bind us closely to members of various nations of the world.
Those who think 'upon these things are sometimes apt to
exaggerate the actual achievements of internationalism, and
they are brought up suddenly with a sense of shock against
the hard political barriers which still stand in the way of free
communication of nations: barriers which thrust back our
thoughts and feelings on to the conception of hard, separate
and antagonistic national entities. There are many \vho, \vhen



22 International Journal of Ethics.

the relations between nations are brought up as a subject of
thought, immediately put themselves in a position of competi­
tion or antagonism. Nations seem to them natural competitors
and not cooperators. In this spirit we are all of us at times
almost instinctively apt to interpret some great event that has
happened-the success of the Japanese, the national revolution
in Russia, the Anglo-French entente, the digging of the
Panama canal-we are exceedingly apt to consider how these
things will affect the strength of 'particular nations, and their
grouping for competitive purposes, in commerce and in military
matters. Education, the meagre and unintelligent way in
which history is taught to us, not merely in the schools but in
common contact of life, is largely responsible for this idea of
nations as hard, separate unities, and the phrases which have
caught upon our minds in the schools, phrases like "the balance
of power," "the concert of Europe" (a concert which is always
conceived, not in terms of unison, but rather antagonism and
opposition), such tenns as these are those that unhappily ex­
press the relations between nations. When we are discussing
freely the possibility of the settlement of disputes between
nations by arbitration, we are still met by the dominant theory
that arbitration can only deal with certain sorts of issues, al1d
that we must reserve all those affecting the, honor and the vital
interests of nations from any such pacific settlement by a court
of international justice; we must stilt retain for these important
issues the right to determine our own cause for ourselves. The
idea of international relations which underlies ·this view is that
of a poise, balance, or adjustment. I will ask you to distrust
such mechanical analogies as applies to social affairs. The
history of modern nations has disclosed two forms in which
this balance of interests is conceived; one of them is known in
England and presumably over the civilized world as associated
with the ideas of Richard Cobden. Cobden and his friends
primarily conceived nations as bound together by the play of
purely commercial interests. If we could have free trade
established between the different parts of the world, then the
material business interests of these different parts would bind
togther the world so closely and so quickly that it would be
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impossible for war to be maintained in the future. The society
of nations was represented by this dream as a joint stock com­
pany, determined in its relations and in its constitution by con­
siderations of purely utilitarian harmony, each seeking· to get
for itself the largest quantity of material wealth. Those
who see to-day that the fiercest struggles between members of
different nations are for the markets of the world smile scorn­
fully on this dream of Richard· Cobden. What Cobden and
his friends failed to take account of was the continued power
of certain classes of interests vlithin the nation, as distinguished
from the national interests conceived as a whole--the power
of certain people to misrepresent the people. The identity of
commercial interests which he saw between different nations
is real and substantial, and commerce nlight have been made
the great peacemaker if the antagonism of groups within the
nations had not been so powerful as to override the community
of interests between peoples. Cobden, of course, and his
friends, and the spirit of his time, made overmuch of com­
merce. We now understand that nations, like individuals,
"cannot live by bread alone," but by every sound feeling that
comes forth fronl the heart of humanity.

But there has grown up and thrives in modem times a new
conception which is perhaps more fatal than this former. Our
new imperalists to-day have also their dream. That dream
is tha.: the world is destined by absorption on the part of the
stronger nations to pass into a smaller number of vast estates,
so large and so strong that they will "find it necessary to come
into closer union with one another, because the shock of arms
and the waste of competition will prove too disastrous. When
the lions have swallowed up all the lambs, then with glutted
appetites a certain torpor will come, and from that torpor they
predict a world peace. The nations grown so big, so rich, so
strong, will fear to oppose one another in mortal combat, so
they will be driven to come to terms; a few gigantic empires
dividing the earth between them, conterminous with one
another, powerful, definite and rich, will form a new sort of
equilibrium of forces-fear, not gain, and not love, is des­
ignated as the ultimate peacemaker. But this equilibrium of
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mutual fear is as far from true attainment as the Cobdenite
dream-perhaps it is farther, if we look upon the actual con­
dition of the world to-day. It is not true that the whole
world has been absorbed or digested by a few great nations, or
is on the point of being so digested. The seven great western
powers of the world have already before them the absorption
and the assimilation of nearly half the \vorld which remains
undivided. Even in Europe itself we have huge tracts of terri­
tory, the Turkish empire, and to that we must now add the
great Russian empire, broken up, as it now seems, or break­
ing up, into new fragments. Even in Europe itself, there
seems to be an enormous task to be achieved before we can
attain anything that could be called a stable equilibrium of
po\vers, or any confederation of European States. In Asia
there are the great countries of China, Turkestan, Persia,
Afghanistan and Arabia, and all the vague country known as
Asia Minor. In Africa, besides the existence vi the four
independent states, there are huge tracts in the interior of
Africa which are only nominally partitioned l among the
civilized nations of the world. In America I need only mentiol
that medley of weak republics in South America. These parts
of the world's surface, you will say, are loosely ear-marked by
the civilized nations as "buffer states," "spheres of influence"
or "spheres of interest," or some other in that sliding scale of
aggrandizing terms is applied to them, marking them out for
future absorption by one or other of their great civilized
neighbors. But thellotion that this is the beginning of rapid
and final assimilation of the lower nations of the world is quite
unwarranted. in fact, and we are far too hasty in our own gen­
eralizations to the effect that the future belongs to the greaL
empires. The movement for the development of great empires
has gone on very rapidly in recent times, but we have no assure·
m~nt that the true stability of national life will be maintained
in these great, gigantic federations of states. Moreover, mos
of the territory which has been acquired by the civilized nations
within the last thirty years is held very slightly and upon a
most precarious tenure. The dream of a single empire in the
future, or of a stable equilibrium of a few empires, dividing
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among them the power of the world, and existing in amicable
relations with one another, proceeding upon the line of national
self-development purely, is to my mind less warranted than
even the dream of Cobden.

We may ask then, is there no hope for a sound settlement
of international differences and relations? Are nations
inherently and eternally separate and hostile, forming among
themselves temporary alliances for offense and defense, estab­
lishing balances of power, liable always to be upset by sonle
new shift of events. I t is strange how a fallacy \vhich has
been long discredited for human nature in the individual sur­
vives when we regard human nature in the nation. The
doctrine associated with the philosopher Thomas Hobbes, the
view that individuals existed originally in what he called a
state of nature, where each Inan was at war with his fellows,
and that individuals passed from this condition of hostility by
means of what he called the social contract, agreeing with one
another by means of mutual concessions to secure the self­
interest of one another, has been repudiated by all modern
thinkers as giving a wrong analysis of human nature, and as
being a false account of the actual origin of society.. It has
been well and ably pointed out by nloaern thinkers that man,
as far as we know him in history, is not a being purely absorbed
in his own self-defense and individual interests, that the social
character of nlan is part of his nature, and therefore there is a
natural origin of human society from the beginning not ex­
plained as an artificial arrangement of individual self-interests.
We are sure that there never was such an individual as Hobbes
and his friends pictured; that theory ignores the essentially
social nature of man. History sho\vs man in the early stages
of society,nay, and animals before the stage of humanity was
reached, to be gregarious and ~iable, to be concerned, not
merely with their own interests, but with the interests of one
another; the rudiments of the highest forms of modern society
are found in the lowest forms of family life; and we now trace
the development of societies and of human history as a struggle
for life in which the cooperative factors of human life were
more important than the competitive factors, a truth \vhich
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Prince Kropotkin so powerfully expresses in his book
"Mutual Aid," pointing out that the notable factor in the doc­
trine of biological evolution is the fact that the tribe or group
or nation grows more by social and cooperative power on the
part of its individual members than by any·thing that can be
called purely individual fitness and force. We have discarded
the notion of pure selfishness as a basis of development. Beyond
the limits of the nation, however, this hide-bound individualism
is still maintained. When we regard the society of nations,
nations viewed in their relations with one another, we still say
they have no natur·al feelings for one another, they have no
instincts of mutual aid. It is a strange assumption underlying
this view-the assumption that the social feelings of individual
men cannot pass the limits of nationality. In other words, we
refuse to entertain, in any real sense, the conception of a society
of nations in which the separate nations are related to one
another by similar moral and psychical ties to those which we
recognize within the limits of the nation. There can be, we
think, no society of nations, because there is no real sociality
among nations. There is no human need in one nation of the
cooperation of other nations. Some sociologists in this
country and others have attempted to insist upon this doctrine
that the social nature of man is virtually confined to our rela­
tions within the nation, that outside the nation we have a con­
dition·of relations and an ethics which must be entirely separate
from those within the national group. Among individuals in
the nation the cruder forms of conflict are put down, the
cooperative factor is recognized as a source of strength, the
struggle, we recognize, is less a struggle for life itself, more a
struggle to secure control of the environment. But all this,
we say, is not applicable to the struggle between nations. The
most urgent need for us, I think, is to break down this theory
and this feeling about the separateness of so-called independent
nations. For this hard-shell nationalism is false in the same
way and to the same degree as the hard-shell individualism of
the older times. The nature of a nation is not such as these
people represent it, the contention that nations have no duties
one to another of the same kind and in the same degree as
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the duties between members of a nation is false. The instinct
for internationalism is just the same within the nation as the
instinct for society within the individual. It weaves, as we
now see if we look clearly upon the events of to-day, a subtle
network of institutions which transcend the nationality.

I cannot take time to dwell upon this subject, but you will
find, if you consider this subject closely, that although the
political relations between nations to-day are slight, the com­
mercial and the scientific relations between nations in various
spheres of action are growing closer and more constant all the
time, and that is a true basis of internationalism to which
political relations will have to adjust themselves. Political
forms are already growing up to support and to express this
actual union of interest and sympathy which has already
formed between the menlbers of different nations. So nations
coming gradually to recognize those rights and duties which
actually exist, must come by degrees to substitute a settlement
of differences by arbitration for settlement by for<;e of arms.

Yet how slow this idea is to gain assent may be illustrated
by the views of one of our great ethical teachers in England
of recent years, the late Prof. Ritchie: "There is only one
way in which war between independent nations can be pre­
vented, and that is by the nations ceasing to be independent"
Now that is a most fallacious way of presenting the idea of
internationalism. We do not insist that liberty or the true
independence of nations shall be curtailed. A nation no
more loses its freedom and liberty by entering into o.rganic
relations with other nations than the individual does by enter­
ing into organic relations with his fellow-citizens. We under­
stand that a properly established state in a civilized community
is engaged in enlarging the liberty of its tnembers, and what
is true of the individual is equally true for nations. There is
no loss of nationality in entering into just organic relations.
By giving up the right of individual war, by abandoning the
right to fight duels or to murder a person who offends him in
a society, a citi~en does not lose his freedom in any true sense.
We recognize that the true liberty of the individual gains pre­
cisely by the establishment of this just social order in the
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state, and so it is in the establishment of an international state.
The freedom. of nationality, so far from being impaired, is
actually fed and ripened by the establishment of international
relations upon a just basis. The antagonism between nations
will disappear just so far as we establish this new relation, and
for its establishment one thing is necessary. The apparent
oppositions of interest between nations, I repeat, are not opposi­
tions between the interests of the people conceived as a whole;
they are oppositions of class interests within the nation. The
interests of America and Great Britain and France and Ger­
many are common. The interests between certain groups of
manufacturers or traders or politicians or financiers may be
antagonistic at certain times within those groups, and those
antagonisms, usurping the names of national interest,
impose themselves as directors of the course of history; that
is the actual difficulty with which we are confronted in desir­
ing the establishment of a basis of effective internat.ionalism.
It is not a new story. The great German philosopher Kant
recognized it very clearly a century and a half ago, when he
wrote thus: "For if fortune ordains that a powerful and
enlightened people should form a republic, which by its very
nature is inclined to perpetuate peace, this would serve as a
centre of federal union for other states to join, and thus secure
conditions of freedonl among the states." In accordance with
the idea of the law of nations, gradually, through different
unions of this kind, federation would extend further and
further. That is to say, the conception of a real republic, by
which is meant an effective democracy, is essential to the
achievement of peaceable relations between the nations of the
world; not of course the mere form of a republic, not a form
in Ylhich the power of the people is usurped by bosses and
formally registered by the vote of the people, but a real republic
in which the people themselves, the several units, express them­
selves with freedom and equality in the determination of their
own affairs. If only we get republics of that order, and not
till then, shall we be able securely and effectively to achieve
this great condition of a society of nations animated by the
true spirit of humanity. J. A. HOBSON.

LONDON.
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South Africa as an Imperial Asset
By]. A. Hobson

THOSE who ten years ago insisted with so much assurance upon
the inevitability of war in South Africa, failed to recognise that
the sequel of the war was equally inevitable. That the most
redoubtable Boer Generals, who eight years ago were in the field
against our troops, should now be in London imposing on the
British Government the terms of a national Constitution which
will make them and their allies in the Cape the rulers of a virtually
independent South Africa is, indeed, one of the brightest humours
of modern history. The irony gets a broader touch of humour
when Generals Smuts and Hertzog are gravely summoned to
advise in the defence of the Em pire. 'rhe general view of the
British public to\vards this outcome is one of tningled amaze­
ment and goodwill. This popular sentiment is in part penitence
for a half-recognised misdeed, in part pride in our magnanimity,
and in part a curious feeling that union has ju~ttificd the war.
In fact, there are not wanting persons who believe not merely
that there would have been no union without the war, but that
the sole motive of the war was to bring about the union. But
those who fasten their eyes on the abiding factors in the history
of South Africa know that, war or no war, the achievement of
political union bet\veen the free self-governing States lay in the
early future as a' settled fact. Even before the spread of rail­
ways, and the new direction thus given to the course of trade, the
issue was assured. For though the premature endeavour of
British statesnlen to force the pace by pressure from without
in 1878, and again by conspiring with financial politicians on
the spot in 1895, paralysed for a time the internal forces working
for union, these latter had too much vitality to suffer more than
a brief check. Even had there been no war, the needs of union
were ripening so fast that it is quite likely that consummation
might have been achieved as early, though the Dutch supremacy
which it embodies and assures would have been less conspicuous
and the form of the union would probably have been less closely
knit. The absence of strong national barriers, save in the case
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of Natal, the similarity of racial, industrial, political· and social
conditions throughout the cou}1try, the free interchange for
purposes of business and of settlement between the white
inhabitants of the several States, the community of interest in
customs, transport, education, sanitation, finance and above all
else, in native policy, were forces whose acceleration and direction
were constant and uniform. The devastation of the Welr, with
its fearful aftermath of poverty and universal distress, may,
indeed, have precipitated action in its final stage. Adversity
makes strange bedfellows and perhaps rendered easier that co­
operation of Boers with Randlorcls, Bondmen with Progressives,
which has been so interesting a feature in the making of the
Constitution. One thing is certain. It welded into a passionate
spirit of unity and fixed resolve that somewhat torpid and pre­
carious sympathy between the Dutch of the Colony and of the
two erstwhile Republics, which hitherto had failed to keep them to
any lasting co-operation. So defective, indeed, was this sympathy
before the war that within a single decade the members of a race
alleged to be possessed by the single passion to drive the British
into the sea were several times upon the very verge of an armed
struggle anl0ng themselves over some question of trade or of
right of way. The war has not made the Union, but it has made
Dutch nlastery within the Union. To some it seems that the
present control of the Dutch in three '0£ the four provinces and
so in the Union is the mere turn of the scales in the changing
fortunes of popular election. But I feel sure that the. keen­
witted and loyal statesmen, who ten years ago defeated our
armies and to-day rule our South African colonies, gauge the
situation more truly. Our national sentimentalism befogs our
vision. It delights us to imagine that at the close of a bloody
and prolonged struggle, in which we wore down resistance by
sheer dint of numbers, Briton and Boer should grasp hands of
friendship, mutual respect warming into affection, every past
unpleasantness at once forgotten, and all determined to live
together happily for ever afterwards. A nice propriety of loyal
speech in some of the Boer leaders may, indeed, be adduced in
support of this romantic view of history. But it is foolish for
those who wish to understand and estimate the future of the
country where such bitter deeds were done to accept at their face
value these polite assurances of oblivion. Loyalty under a flag
which shall allow them perfect liberty to use their superior soli­
darity and persistency in shaping the destiny of the country they
regard as peculiarly theirs, it is, indeed, reasonable to expect, but
forgetfulness of the violence of the conquest, of the thousands of
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children whose death by disease and starvation in the concentration
camp~ blackens almost every family record in the two new colonies,
such amnesty is not bought by the new glory of entering an Empire
upon which the sun never sets, with its alien heritage of history.

I do not dwell upon this necessary imperfection of Imperial
sympathy to suggest that it is likely to affect the practical relations
between the South African Union and Great Britain. When
the Peace of Vereiniging was made, the future of South Africa
\vas marked out quite irrespective of the shifts of party power
either in that country or in. this. If Lord Milner had looked
before he leaped ten years ago he ",'ould have recognised that
the surest way to render certain for the future that "dominion
of Africanderdom" which he hated, was to convert the two
Republics by force into two self-governing British Colonies.
For, even if the Government which had Inade the war had kept
the reins of office a(terwards, with Lord Milner as their authori­
tative adviser, the utmost they could have achieved would have
been a postponement of complete self-government for a few
years, accompanied with jerryn1andering of constituencies de­
signed to favour British voters; a policy which might have goaded
the Boers to political reprisals when they entered on the full
colonial status which the first entry of a Liberal Government in
England n1ust have secured to theIn, but which could have had
no abiding influence upon the further course of events.

But though it is probable that the greater stability and the
more prolific character of the Dutch will make theIn the chief
formative ~tock in the amalgam of the new South African nation,
while the persistence of the Taal and of the Dutch-Roman law
will maintain strongly distinctive features in this section of our
Empire, the trend of national development will not differ
materially from that of Canada or Australia, so far as its relations
to\vards Great Britain and her sister nations in the Empire are
concerned. How are these relations shaping? Alnong those
who accept as final the sharp distinction which has hitherto been
drawn between those white colonies ripe or ripening for self­
government and the unfree remainder of our Empire, it is
natural that the achievement of South African Union should
bring this question into new prominence. For to Mr. Chamber­
lain, as twenty years before to Lord Carnarvon, this union, how­
ever desirable upon its own account, had its chief significance as
a step towards a l~rger federation, or other reconstitution of the
self-governing sections of the British Empire. Group federation
was to be followed by Imperial Federation. The former pro­
cess is now nearly complete in· the Canadian Dominion, the
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Australian Comn10nwealth, and the South African Union.
Whether New Zealand elects still to stand alone, or, as is not
unlikely, is drawn into an Australasian Union by the supreme
need of a strong Pacific policy, is a question of no present urgency.
Other fragments still remain for inevitable absorption, Newfound~
land in Canada, Rhodesia in the South African Union. But does
this grouping of adjoining colonies into nations evidently favour
the ideal of a close-linked British Empire of which Imperialists
have drea med ?

Does the smaller centralising process imply the larger one 1
The general trend of colonial history during the last three-quar­
ters of a century supports no such implication. As each colony
has grown in population, wealth, and enterprise it has persistently
asserted larger rights of independent government which the
Mother Country has, sometimes \villingly, sometimes, reluctantly,
conceded: each colony values among its most prized traditions
the successful resistance to some acts of interference on the part
of the Imperial Government which it has deemed injurious to its
vital interests or offensive to its sense of dignity, some endeavour
to restrict its territorial growth, to force upon it undesirable
immigrants, to coerce its commercial liberty.. But in general
the lesson of the colonies contained in the American Revolution
has sufficed to teach us acquiescence in the continuous assertion
of larger independence. The actual bonds, alike political and
commercial, between the several colonies and the ~10ther

Country ha ve been growing every decade weaker, in spite of the
greater physical accessibility which the steamer and the telegraph
have brought, and in spite of the great machinery of modern
investment which every colony has used so freely to draw capital
from Great Britain for her own developement. Nor is it without
significance that the oldest and the nearest colonies, and those
\vhich federated first an10ng theITIselves, have gone furthest in
the practical assertion of an independence which now leaves
Irnpcrial control and obligations well-nigh divested of all corre­
sponding rights even in issues of foreign policy.

When the power to place protective tariffs on our goods and
to make their own conunercial treaties with foreign countries \\'as
once conceded) it needed no undue insistence upon the economic
interpretation of history to sec that a continual evolution both of
commercial and of political self-su fficiency must follow. As
each colony fell into federation with its neighbours, this spirit
and this pr~ctice of autonomy naturally grew, and the four
nations now forming part of our overseas empire are firmer in
their confident self-sufficiency than ever were the constituent
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colonies. Those British Imperialists who, with the events of
the last few years before their eyes; still imagine a closer 1mperia!
federation in any shape or form practicable, are merely the dupes
of Kiplingesque sentimentalism.

It is true that these Colonies sent gallant troops (at our ex­
pense) to our assistance in. the Boer War, and that for purposes
of 1mperial defence the British Flag may remain a real asset,
though, as the recent Conference will clearly show, the same
spirit of separatism exhibited in politics and in commerce
demands that even in defence, National shall always take prece··
dence of Imperial interests. Though in each colony aspiring
politicians have been found to fan Imperialist sentiment to a glow
and to utilise the heat for electoral purposes or for personal
glory, these bursts of effervescent feeling, however genuine while
they last, cannot be taken as serious factors in the shaping of
their national policy. The pride in the British connection may
bring Canadian, Australian and South African statesmen to
toy with suggestions of political or commercial federation on
decorative occasions such as Imperial Conferences: it may even
evoke some sentimental dole of preference in a colonial tariff,
or some eleemosynary contribution towards a British fleet, but
it will not lead the people of these countries on this ground to
abate one jot or one tittle of their fixed determination to go
their own way, to develope their own natural resources for their
own solp advantage, and to be guided in all important acts of
policy by purely National, as distinct from Imperial, objects. The
very notion that Canada, Australia, New Zealand, or South
Africa will even consider the advisability of entering a close
political union, through the formation of some Imperial Council,
which, whether vested with legislative powers or not, could only
act by restricting liberties hitherto enjoyed by each colonial
unit, is acknowledged to be chimerical by most of those who in
the nineties \vere enamoured of the project.

Mr. Chamberlain soon saw that the front-door of political
federation was shut, bolted and barred. He thereupon sought
the tradesman's entrance, claiming to knit the colonies and the
Mother Country into an indissoluble union by means of a set of
preferences which he hoped might eve~tual1y give free trade
within the Empire. We now perceive that the appeal to
community of trading interests is as futile as was the earlier
appeal, and for the same reason. Each of our offspring nations
is determined to consult its own interests, and it finds that these
interests are opposed to any commercial union. This for two
reasons: first, because such commercial union to be valid must
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imply some subordination of its own immediate interests to the
co-operative trading ends of the Empire, and to such restraint
it will not submit; secondly, because experience, as registered in
trade statistics, shows that its commercial interests lie more in the
developement of profitable trade relations with foreign countries
than in British or intra-Imperial trade. The recent commercial
history of Canada and Australia proves that each nation has made
up its mind to utilise its tariff system, first for its own industrial
developement, secondly, for its own financial needs. If British
preference is retained at all, it can afford no substantial gain
and no considerable bond, for British import trade must neither
compete with colonial industries nor hamper the colony in
negotiating special trade agreements with foreign countries. A
detailed examination of Canadian preference proves how flimsy
is this bond of union.

It remains for the future to show whether Imperial defence
can draw the Empire nearer together, or whether it also will
yield to the disintegrating forces. One thing, however, is certain.
If the Colonial Office is used again as it was used by Mr. Chamber­
lain to procure offers of colonial aid, if British Governments,
Unionist or Liberal, angle for colonial gift-ships by scare-cables
with crooked phrases, all that is generous and genuine in the
colonial concern for the old Motherland will perish. No one
can have consorted freely with colonial visitors this summer
without noting the tone of surprised contempt for the" jumpy"
nerves evinced during the months, of the German panic. The
impudent perversion of the Imperial Press Conference to the
same single purpose provoked significent protests from leading
colonial journalists whose indignation was aroused at the mate­
rialistic interpretation given by British statesmen to Imperial
unity. Just as participation in the Boer War opened the eyes of
Canadian and Australian volunteers to the military weakness of
England, so this eager pleading for 1mperial defence rouses
reflections upon the character of the Empire, the risks it involves
for the self-governing nations, and the unequal influence. which
they will exercise in determining Imperial policy. It might well
appear a profitable and glorious task taco-operate in the protection
of a " free, tolerant, unaggressive" Empire. But it is not equally
glorious or profitable for a free-born Canadian or New Zealander
to enter a confederation under which a necessarily dominant
partner can claim his blood and money to help"hold down India,

. to quell some struggle for liberty in Egypt, or to procure some
further step in tropical aggrandisement at the bidding of some
mining or rubber syndicate. In. other words, it is our huge,
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"unfree, intolerant, aggressive" Empire which may well give
pause to our self-governing colonies when invited to enter a close
unity of Imperial defence. For this Empire is no real concern of
theirs, they have nothing in common with its modes of autocratic
government, they are unwilling even to admit its" British sub­
jects " on to their shores. Why then should they feign enthusiasm
for an Imperial defence mainly directed to maintain and enlarge
this unfree Empire by quarrels to which they are no willing
parties, in which no true interests of theirs will be involved, but
in which they may be called upon to squander their resources
and even risk their independence.

Though the full logic of the situation may not yet be manifest,
we may be sure that it is a sound prophetic instinct which makes
colonial statesmen so reluctant to commit their countries to any
of those schemes of close central control which our home-made
Imperialists have been so anxious to bind upon them. Nothing
is more significant than the determined way in which the colonies,
Canada leading, are urging the conditions of their participation
in Imperial defence, viz., the priority of Colonial to Imperial
defence with all its necessary limitations in Imperial strategy, and
the retention of the perJonnel of the command in the hands
of the Colonial Government.

Of the real meaning of this movement there can be no doubt.
As in political self-government and in commerce, each colonial
group has long established a virtually complete autonomy, so
now it is proposed to take over the duty and the right of its armed
defence from the Mother Country. As soon as the so-called U Im­
perial Defence" is consummated, there will be no Imperial troops
orships in the" free" colonies, but onlynational troopsand national
ships. Whatever language is used to describe this new move­
ment of Imperial defence it is virtually one more step towards
complete national independence on the part of the colonies.
For not only will the consciousness of the assumption of this task
of self-defence feed with new vigour the spirit of nationality, it
will entail the further power of full control over foreign relations.
This has already been virtually adrnitted in the case of Canada,
now entitled to a determinant voice in all treaties or other en­
gagements in which her interests are especially involved. The
extension of this right to the other colonial nations may be taken
as a matter of course. Home rule in national defence thus estab­
lished reduces the Imperial connection to its thinnest terms.

To speculators upon the larger problems of history it will be
a particularly interesting and delicate consideration whether our
colonial nations will best consult their safety and their liberty
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in the future by remaining formal members of the Empire, sharing
both the risks and the resources of this association, or by taking
their destinies entirely into their own hands, forming their own
alliances, and meeting out of their own resources the rarer risks
which might attend such severance.

But the formation of the South African Union emphasises in
another way the instability of the British Empire. "I believe
this Government," said Abraham Lincoln, "cannot endure
permanently half slave, half free." Equally true is it that no
abiding unity can be found for an Empire half autocratic and half
self-governing. One force of dissolution we have already recog­
nised in the divorce alike of sympathy and interest between the
seJf-governing colonies and the rest of the overseas dominions
of the Crown. But the corruption of self-government itself
in the case of the new nation is a perhaps more subtle sign of
weakness and decay. The constitution of the South African
Union is, indeed, in some 'respects a more satisfactory instrument
of government than either that of the Canadian Dominion or
of the Australian Commonwealth. In this country it has been
subjected to very little criticism. Both parties appear to regard
the sanction of the Imperial Parliament as an act destitute of
real responsibility. It is, indeed, understood that the Colonial
Office has procured some minor modifications in the South African
proposals. But all effective criticism or amendment has been
denied to the House of Commons by a bold and very simple form
of bluff. The South African delegates, who came here to impose
this Act of Union, were well aware that the denial of any real
representation to civilised natives and coloured people over the
greater part of the Union, the imperilling of the coloured fran­
chise in the Cape and, in particular, the formal adoption of a
colour-line for membership of the Union Assembly, would be
unwelcome to the majority of the members of the most Liberal
Parliament which has ever sat in Westminster. Aware that
any free exercise of Imperial legislative power would amend their
Act so as to secure the standard of equality formulated by Mr.
Rhodes, "equal rights for all civilised men south of the Zam­
besi," they agreed upon the terse formula that any such amend­
ment would " wreck the Union!" The device was well calcu­
lated to secure its end. For though it is utterly unreasonable
to suppose that the South African States, each with such care­
fully bargained ends to gain by union, would, in fact, withdraw
their sanction because the Imperial Government chose to exercise
its undoubted right to secure for the majority of British subjects
in South Africa the right to qualify for civilisation, the firm
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assertion of this peril proved enough to overbear the opposition
of all save a negligible minority. It was inevitable that this
should be so.

The fast confederacy of Dutch and British politicians was
certain to bear down principles of Liberalism already compromised
and enfeebled by acquiescence in the modes of government
applied by Lord Morley and Sir Edward Grey to the subjects of
our unfree Empire.

So it has come about that a government has been established
in South Africa, in form resembling that of Canada, Australia
and New Zealand, in substance very different. To describe as
a self-governing nation the white oligarchy that has, with our
connivance, fenced itself against admission of the ablest and most
progressive members of races living in their midst and by general
admission capable of a civilisation at least as high as that of the
ordinary white wage-earner, is an outrage to political termi­
nology. Deliberately to set out upon a new career as a civilised
nation upon a definition of civilisation which takes race and
colour, not individual character and attainments, as the criterion
is nothing else than to sow a crop of dark and dangerous prob­
lems for the future. Such a government, such a civilisation,
must fall between two stools. There is, indeed, no parallel
without or within the Empire for a self-government in which
five-sixths of the governed are excluded from all rights of citizen­
ship. In other colonies where the population is mainly composed
by " lower races" bureaucracy is never more than tempered by
representation, and that representation is mostly free from colour­
lines: such government can at least secure order, if at the cost of
progress. It is conceivable (though our Empire affords no present
instance) that sound order and political serenity might be attained
by a white oligarchy which kept in economic servitude the lower
races of inhabitants, barred them from skilled industries, from
any large participation in modern city life, and from religious
and intellectual instruction of any kind. This was virtually the
old Boer policy, though adopted as readily by British settlers on
the land; it was absolutely successful. But it is not com­
formable to-day either to the conditions or the sentiments of
the more progressive white citizens of South Africa, even in
Natal. There is no intention to refuse all technical and intel­
lectual education to Zulus, Fingos, and other natives capable of
profiting by it; much of the hard work which Europeans will
continue to require and will refuse to do themselves involves and
evokes knowledge, intelligence, and a sense of personal responsi­
bility. Not even the most carefully sophisticated Christianity,
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furnished by" kept" white missionaries, can prevent the demo­
cratic doctrines of the New Testament from doing this revolu-
tionary work.

To take away the political liberties enjoyed for a third of a
century in Cape Colony would prove too dangerous: to· leave
them will be to set a continuously growing ferment at work
throughout the length and breadth of the Union. For there are
very deep and very real native grievances. In the Transvaal and
Orange River Colony the elementary freedom of movement
from one place to another is denied, the right of buying and
holding land is denied: whenever in South Africa a dispute arises
bctwccn a white and a coloured man it is tried in a white man's·
court, by white man's justice. Indeed it is needless to labour
such an issue: political rights are everywhere the indispensable
condition of civil rights, and without them can be no security of
life, liberty and property for an " inferior" race or class.

I am well aware that public opinion is very unenlightened
among the bulk of the white population of South Africa. Many
of the political leaders confess themselves favourable to a care­
fully restricted native franchise, but insist that" the people will
not have it." But I cannot help feeling that if these states­
men had taken a little more time to forecast the troubles which are
certain to arise from an essentially inconsistent native policy, such
as I ha ve here described, they would have thrown the full weight
of their personal authority, never likely to be greater than now,
against the popular prejudice) and have welcomed the aid of our
Liberal Government to support a Constitution free from this
stain of colour. There can be no enduring peace, no steady pro­
gress and prosperity in a South Africa where the vast bulk of the
work of industry is done by men who are denied all opportunity
to participate, proportionately to their proved capacity) in the
government of the country which is morally theirs, in the sense
that they are genuinely interested in it and have put their
personal effort into its developement.

At the best such a South African Union as is now established
will be a close replica not of Canada) but of the Southern States
of the American Commonwealth, where the races subsist side by
side in the same land in no organic spiritual contact with one
another, each race suffering the moral, intellectual and industrial
penalty of this disunion. As the recent spread of education and
of skilled industry among the negroes of these Southern States
has only served to develope and aggravate the situation, so it will
be in South Africa. There, as in the Southern States, the black
population grows at least as fast as the white, it cannot be ex-
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pelled or put into reserves because it is required for white men's
wants, it cannot be permanently kept in ignorance, and knowledge.
means not only power but the demand for rights and a rising
discontent at their denial.

The higher mental calibre and capacity of many of the Bantu
peoples and the presence of considerable numbers of unintelligent
Asiatics \vill be likely to ripen, in South Africa even more rapidly
than in the Southern States this sense of wrong and this demand
for justice. This claim is misunderstood when it is resolved
into a race question. Though the form of the exclusion gives it
that aspect, it is not at root a race question but a question of
personality. The Zulu, the Indian, who is denied a voice in his
country, does not say, "Give me a vote because a Zulu, or an
Indian, is as good as a white man." He says, "Give me a vote
because by any reasonable test of manhood you lay down-work,
knowledge, personal character, even property-I am as fit a man to
serve the State as others whom you admit." Unless and until
the sentiments of the white peoples in South Africa can be
adjusted to the acceptance of this humane and just view of a State,
one which can only operate by raising the average standard of
citizenship, its destiny will move upon an unstable axis, and it
will remain a source, not of strength, but of weakness to the
group of self-governing nationalities to which it falsely claims
to belong.

334



Article 7

THE GENERAL ELECTION: A SOCIOLOGICAL
INTERPRETATION.-

IT is impossible for me, perhaps for anyone else, to perform in a
really satisfactory manner the task which I have undertaken
to-night. If, as has been said, prophecy is the most gratuitous
form of human error, interpretation of current politics may be con­
ceded the second place. For the ideal interpreter is himself a
contradiction in terms. Interpretation is impossible without a
sympathetic understanding, and -a sympathy directed with entire
impartiality and, what is more, capable of convincing others of
tbat impartiality, is not attainable. For what sort of a citizen
would he be, who in the present current of public affairs, could
guarantee to himself or to others this complete impartiality? An
intelligent foreigner might indeed set forth the measurable facts of
the subject without bias, but he could hardly give them the mean­
ing and the valuation essential to the process of interpretation.

I sh'all not pretend the impossible. Though my treatment will
be as ·sociological' as I can make it, the fact that I entertain certain
political opinions implies, even in selection and ordering of
material, still more in valuation and interpretation, a measure of
bias for which each member of my audience must make his own
allowance. I shall be content-if I can keep this bias within bounds
and fairly constant in direction and intensity. For then I shall
alord to those who see events with different eyes the best condi­
tions for making an intelligible adjustment for themselves.

In laying before you what appear to me to be tbe chief t:neasur­
able facts disclosed by the result of the general election, I must ask
you further to remember that time compelsa very rigorous economy
of selection. Much relevant and interesting matter must be
omitted from our survey.

The election results must be considered in the first place as
disclosing two facts: first, the present judgment of the electorate
upon a set of iss~es forming the substance of two, or in some cases
three, policies, and recommended by the prestige of party names
and leaders; second, the change that has taken place in the electoral
preference since the election of four years ago qualified by some
eighty bye-elections. For our purpose it is best to pay most atten­
tion to analysis and interpretation of the present judgment; for,
if we hold the electoral choice to be direeted at least as mucb by

• A Paper read before the 8ocloloP-l8ocietl. February 22, 1810.
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consideration of policy as of party allegiance, we shall recognise
that the shift of important issues since 1906 has been so consider­
able as to invalidate to an unknown extent an attempt to interpret
the swing of the pendulum in any close relation to particular issues.

For obvious convenience I shall in most of my account omit
Ireland, confining myself to the election in Great Britain. Some of
the few figures I present will be merely approximate, partly because
exact figures are not always attainable, partly because round ~gures

are more easily comprehended and do no harm where no argument
depends on their exactness.

Taking first the General Election as a Plebiscite, and counting
Liberal and Labour votes together, as we are justified in doing
from their close agreement on the dominant issues, we reach the
following result for Great Britain:-

Liberal and Labour.
3,185,250 .

Unionist.
2,904,001

Majority.
281,249

In regarding the election as a measure of public opinion, it
weuld~ howeverp be necessary to esclude plural voting. This
introduces a considerable element of conjecture into our arithmetic.
The number of out-voters is· not known. It ·is often roughly

a majority amounting to about 4$ per cent. This plebiscite is of 
course very differently proportioned in relation to the different 
groups of constituencies. In London the Unionist majority 
amounted to about 6j per cent.: in the English boroughs the 
Liberal majority was about 4 per cent., in the English counties 
about J per cent. In W ales the Liberal vote was considerably 
more than double the Unionist vote (206,288 to 97,126): in Scot­
land the majority was nearly 20 per cent.

It will be evident from consideration of this result that, as usual, 
the numbers of members of the parties elected bear no just relation 
to the aggregate party vote.

If an equal value were secured for every vote, the majority for 
the Liberal and L&bour parties in Great Britain would be, not 63, 
the actual number, but 27. The operation of our electoral 
machinery, as is well recogniscd, tends to favour the stronger 
party, giving it a majority in excess of its proportionate majority 
of votes. This excess, though considerable, is, however, far 
smaller than in most recent elections, as the following figures 
show:—

Vote Majorities.
189S 1900 1906 1910

Great Britain U . 310,632 .... 322,974 L . 636,418 L . 281,249 
Maj. in Seats U . 213 U . 195 L. 289 L . 63
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estimated, upon what evidence I kno\v not, at half a million, or
about 1 in 13 of the votes cast. If this is even approximately true,
it evidently makes a considerable readjustment necessary in
estimating' the election as a plebiscite. For no one will contend
that these outvotes are equally apportioned between the two parties.
In the recent election it is not unreasonable to believe that .four
out· of five were cast for the Unionist party. This estimate
is defended by urging that plural voting is virtually confined to
men of property, the over\vhelming majority of whom, especially
in the South of England \\'here outvoters chiefly dwell, vote con-­
servative. If half a million of such votes were actually cast and
four out of five went to a Unionist, this ,,·ould be equivalent to a
weighting of the Unionist poll by an additional 10 per cent. of
votes. Or, putting the matter in another \vay, tbe abolition of the
plural voting at this election would have doubled the actual
majority of Liberal votes in Great Britain, raising the majority of
Liberal and Labour members, under a system of one vote one
value, to a figure a little below the 63 which is their actual majority.

It is now time to consider the geographical and economic distri­
bution of political opinion as indicated by party victories in the
election. First, we are confronted by that remarkable contrast of
North and South which' first strikes the eye on glancing at the
electoral· map. A line drawn across Great Britain along the
Mersey and the Trent shows an overwhelming majority of Liberal
and Labour seats in the northern section, an almost equally over­
whelming majority of Unionist seats in the southern section, if
Wales be left out of the account. This geographical generalisa­
tion, however, requires important qualifications. The uniformity
of the Unionist South is broken by substantial patches of Liberalism
in the industrial part of the Metropolis, in Cornwall and Devon,
and in Norfolk and Lincolnshire. Upon the other hand Unionism
makes two considerable encroachments upon the Liberal Nort~,

one along the sea-coast constituencies East and West, another in
a slanting wedge working through Staffordshire and Cheshire
towards a point in North Lancashire. The predominance of
Unionism throughout the coast constituencies is very marked,
amounting in the south to an almost complete possession. The
general contrast of North and South is sharpened by the fact that
the further North you go the greater the compactness and th"e
uniformity of Liberalism, while Conservatism becomes correspond­
ingly more intense the further South you go.

The list of party gains which marks most forcibly the change
of political opinion since 1906 gives striking testimony to the same
general truth, showing th'at the Liberalism of the North is virtually
unmoved, during a period when the South has undergone a pro­
found change. For, of the 117 seats gained by Unionists in
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England, 13 only stand above the line of Trent and Mersey, while
9 Liberal and Labour gains above that line reduce the net Unionist
gain in the Northern Counties to 4. In Scotland the net Unionist
gain was none, five seats being won by them and five lost.

A truer electoral map, which indicated by a deepening of the
representative colours the size or proportion of the majority by
which each seat was held, would upon the who~e enforce still
further the contrast of North and South, showing proportionate
Liberal majorities which grew larger as you went further North,
Unionist majorities larg~st in the most Southern Counties. The
special case of the Birmingham sphere of influence would, however,
qualify the operation of this general rule.

Before turning to the interpretation of these broad results I
ought to remind yo~ that the proportion of the distribution of seats
in North and South respectively gives of necessity a very exag­
gerated notion of the distribution of political opinion. So long as
there is no provision for the proportionate representation of minori­
ties this is inevitable. The effect is to induce a belief that the
North is more Liberal, the South more Conservative than is actually
the case. Even in Lancashire where the Liberals claim a signal
victory it is asserted by the National Rniem that nearly 45 per
cent. of the votes recorded were cast for Tariff Reform.

Now, taking this geographical distribution of parties as
indicated by the electoral results, we can easily apply some general
principles of economic criticism. North and South correspond
with certain economic distinctions. The great productive industries
of manufacture and of mining are almost entirely Northern, while
the South is more agricultural, its manufactures are small and less
highly organised, and it contains a large number of pleasure resorts
and residential towns. and villages.

Tbe statement that industrial Britain is Liberal, rural and
residential Britain Conservative, is substantially accurate. It may
be tested variously. .London itself may be cited as a witness.
Indeed the geographical distribution of electoral results in the
Metropolis is the most striking corroboration of the economic inter­
pretation of the larger contrast between North and South. For
in London, East and West correspond economically with the
division of North and South in the country taken as a whole, and,
as a glance at the map will show, the East is entirely Liberal, die
West entirely Unionist, in each case with the one exception which
saves the appearance of unnatural exactitude. But when we turn
from London, whose industrial conditions are unique, to the great
manufacturing towns of the Midlands and the North, we find an
overwhelming preponderance of Li~ra1 seats. Even the excep­
tions form tbe rule, for .Birmingham, Liverpool, Wolverhampton,
Nottingham; Preston. Sunderland, are all susceptible of easy
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explanations based upon the special conditions of employment or
of unemployment, or upon the chance of a three-cornered contest.
Every other great industrial city in the country has returned a
majority of Liberal members, or of Liberal votes, while the
dominance of Liberalism north of the Tweed carried even the
great residential capital of Scotland.

Where industrialism is most highly organised and most con­
centrated, upon the great coalfields of Lancashire and Yorkshire,
Derbyshire, Northumberland and Durham, not to mention South
Wales, the greatest intensity of Liberalism and Labourism pre­
vails. The textile, machine-making and mining constituencies
yielded almost· universally the largest Liberal majorities, infecting
with their views even most of the semi-agricultural constituencies
in their near neighbourhood. The Liberal predominance in the
North may be thus summarised. Scotland and North England,
including Lancashire, Yorkshire, Durham, Northumberland,
Cumberland, Westmorland, Derbyshire and Cheshire, send to
Parliament 175 Liberal·and Labour men and 54 Unionists. Hardly
less concentrated is the Unionist power in the home and Southern
counties. Kent, Surrey, Sussex, Hertfordshire and Huntingdon
are held entire, while Middlesex and Warwickshire show only one
Liberal seat. Almost every old cathedral city, with the exception
of one or two important industrial centres such as Durham, York,
and Norwich, nearly all the dockyard and service towns', the water­
ing places and pleasure resorts, the county towns tbroughout the
South, the .old market towns, which return a member of bulk
largely in some county constituency, cast substantial majorities for
the Unionists.

Most instructive is the test of Unionist gains. With the excep­
tion of a few seats in Lancashire and Staffordshire and half a dozen
of the London seats, the 117 Unionist gains in England were
almost wholly composed of non-industrial towns and purely
agricultural or residential county constituencies.

This tabulation will suffice to enable us to understand why the
political issues set before the electorate produced such different
results in North and South Britain. The three positive issues of
prime importance were the Lords' Veto, the Land policy contained
in or associated with the Budget, and Tariff Reform. Two other
issues, though of inferior formal importance, namely, the liquor
taxation. and the German scare must, however, be accorded a
prominent part in influencing votes, particularly in London and in
the smaller older boroughs. To Home Rule, tht! Education Ques­
tion and other older issues I do not assign wide influence in deter­
mining votes or the results of elections, except in a few special
cases.

To attempt any assessment of the relative value of these issues
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as influencing the result of elections is of course ~ very hazardous
proceeding. 'fhe view stated here is only to be taken as a register
of the impressions gathered from conversation with active politi­
cians, some personal observation and copious reading of the press
of both parties.

The solidarity of Liberalism in the North and generally in the
great industrial centres may, I think, be regarded as an endorse­
ment of an Anti.Veto policy, Land Reform and Free Trade, with a
fairly equal valuation of the three issues. The Lords and the
Land probably bulked more largely as the really live issues in
Scotland and the Northern English counties, \vhere Tariff Reform
propaganda has made less -progress. Though Liberal candidates
and leading platform speakers all over the country placed the issue
of the Lords in the front of their appeal, it did not play so consider­
able a part off the platform, and in the Midlands and South it was
certainly a subordinate influence in determining elec.tions. The
Union~st victories in the South must be attributed chiefty to a
successful propaganda of Tariff. Reform, mainly directed to the
issue of unemployment, assisted by the .unpopularity of the liquor
taxes and a half-military, half-industrial fear of Germany. There
are, I am aware, many other factors which deserve attention. One
deserves, I think, especial mention: the failure of the Government
to secure the effective administration of the Small Holdings Act
\\~as an' important contributory cause to the loss of Liberal seats in
the rural South. '

As~uming that this general assessment of electoral issues is
substantially correct, it is worth while briefly to consider the methods
by wbich they \\'ere made effective for influencing votes. Here of
course we enter the shado'wy, or shady, region of the arts of
electioneering. How far, and in what sense, can the verdict of
the electorate be regarded as'a reasoned judgment, how far was it
procured by strong subconscious or irrational suggestion, how far
by the mere mechanics of electioneering, how far by intimidation
or sheer bribery? No man can answer such questions with confi­
dence or any safe precision. I will, however, venture the following
opinions. The abnormal fierceness of a contest in which pocket­
interests bulked more largely and more clearly than at any previous
election, probably evoked a certain recrudescence of those practices
of bribery, treating and intimidation, which, once general, have
never died out of our electioneering. In certain constituencies
where traditions of corruption and servility survive, and where the
conditions of work enable pressure to be brought to bear upon
numbers of poor electors in precarious employmenlt· such mal­
practices may have affected the result. But, making due allowance
for the tendency of the defeated' party to exaggerate the amount of
unfair play, where some unfairness exists, I am 'not .disposed 'to
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set down very much to the score of bribery or direct intimidation.
No doubt 'moral influence,' to use a dubious phrase, which com­
prises respect for the known opinion' of 'our betters' and a general
desire to stand well with the gentry and those who can influence
business or employment, counted more heavily than usual. But
even then the line between such personal influence and the imper­
sonal appeal of political issues is hard to draw. Personal or
business interests everywhere help to drive home arguments or to
give efficacy to emotional suggestions.

No student of electioneering is likely to underrate the part
played by emotional suggestion. But it may easily be exaggerated.
Even the familiar appeals to party allegiance are not merely
emotional, still less merely subconscious; they contain some
element of rational appeal. The figure of a Duke who asks you
to 'get off his earth,' of a foreigner who has 'got your job,' or of a
dissipated London corner-man who 'wants work,' are no doubt
intended to impose rather than to educate opinion. But none the
less they do serve to evoke reflection. Everywhere knots of men,
gatbering round these placards, were stimulated or provoked to
reasoned controversy. I would venture to assert that there has
never been an election in which reasoned discussion has been so
widespread and played so large a part in determining results. Nor
would I apply this only to the Nortb, where by general consent
the level of intelligence and intellectual interest among the working
classes is higher than in the South.

The Tariff Reform victory in the South '\\"as obtained upon the
whole by convincing the understanding of the active minds of the
electorate. Although many of the facts adduced were false and
most of the reasoning faulty, it was a serious attempt to present a
reasoned fiscal policy, directed chiefly to prove that Protection
could increase employment. Indeed the failure of Free Trade to
find effective platform arguments to meet the contention entitles
Protectionists fairly to claim an argumentative victory upon this
head. Though political education of a formal sort has made little
advance in any class, .the magnitude and even the dramatic
character of the new issues do much more than influence the
passions; everywberein various degrees they awaken reflection
and stimulate the reasoning faculties. The result is that elections
are coming gradually to depend less, not more, upon mere skill of
electioneering: sound facts and right reasoning are gradually
coming to possess an increased advantage over unsound facts and
false reasoning. It is easier to impose true than false suggestions,
for they are less likely to be 'found out' when every electorate
comes to contain a leaven of intelligent and informed minds.

One other point connected with electioneering deserves men­
tion. It is probably the case that in the South, where men of
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property are more numerous and are more predominantly Conser­
vative, the mere mechanics of electioneering was used with more
effect thaI) any sort of bribery or intimidation to secure Conserva­
tive majorities. The machinery of registration, the co-operation
of ·the trade' and of other outside agencies, and, in particular, the
services of the motor car, .probably account to a considerable extent
for the increase in the Unionist poll.

Having now disposed, however imperfectly, of the main
external features of the general election, let us turn once more to
investigate more closely the significance of the contrast between
political opinion in the North and South, in industrial and non­
industrial Britain. What is the difference in character or disposi­
tion of electors which induces the cathedral and residential cities
of the well-to-do, the watering. places, service towns and feudal
rurali'Sm to vote for Tariff Reform and the Lords, while the manu­
facturing and. mining centres with the more independent agricul­
tural population of the North declare for the Budget, Land Reform
and the legislative liberty of the representative House? Before
suggesting an answer to this question, it is, bowever, right to call
attention to one interesting result of the election which appears to
conflict.with the economic generalisation presented here. I allude
of course to what is known as the Birmingham area. In this par~

of the Midlands a large group of definitely industrial constituencies
has· severed itself from the rest of industrial Britain. This severance
would itself form a valuable subject of sociological ~nquiry•. How
much weight should be assigned to the extraordinary personal
prestige of Mr. Chamberlain, how much to efficient operation of
the political machine first made in Birmingham, how much to the
fact that a large number of the trades upon ~hich this district is
dependent, are carried on' in small factories or workshops which
do not favour effective Trade Unionism, and are engaged in
making goods which are. exposed to close foreign competition, to
an unusual extent? I do not possess knowledge enabling me to
answer these questions: it is, however, probable that each of the
considerations I suggest contributes to the result, and perhaps
further allowance should be made· for obscure but strong influences
of J~l pride in adhering to a policy which has evoked so much
interest and so much criticism.

But the importance of this exceptional area is not such as to
destroy the validity of the general distinction between industrial
North and non-industrial South.

The two Englands, to which the electoral map gives substan":
tially accurate expression, may be described as a Producer's
England and a Consumer's England, one England in which the
well-to-do classes, from their numbers, wealth, leisure and influ­
ence, mould the external cbaracter of the civilisation and det~rmine
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the habits, feelings and opinions of the people, the other England
in which the structure and activities of large organised industries,
carried on by great associated masses of artisans, factory hands
and miners. are the dominating facts and forces. The Home
COunties, the numerous seaside and other residential towns. the
cathedral and university towns, and in general terms, the Soutb,
are full of well-to-do and leisured families, whose incomes, disso­
ciated from any present exertion of their recipients, are derived
from industries conducted in the North or in some over-sea country.
A very large share, probably the major part, of the income spent
by these well-to-do residential classes in the South, is drawn from
possessions or investments of this nature. The expenditure of
these incomes calls into existence and maintains large classes of
professional men, producers and purveyors of luxuries, tradesmen,
servants and retainers, who are more or less conscious of their
dependence" 0" the goodwill and patronage of persons 'living on
their means.' This class of 'ostentatious leisure' and 'conspicuous
waste' is subordinated in the North to earnest industry: in the
South it dir~cts a large proportion of the occupations, sets the
social tone, imposes valuations and. oRinions. This England is
primarily regarded by the dominant class as a place of residence
.and a playground, in which the socially reputable sports and
functions (among which church-going, the theatre, art, and certain
mild forms of literary culture are included), may be ·conducted with
dignity and comfort. Most persons living in the South certainly
have to work for a living, but much of this work is closely and even
consciously directed by the will and the demands of the moneyed
class. ' and the prestige of the latter imposes habits, ideas and
feelings antagonistic alike to useful industry and to democracy.
Moreover (a feature related closely to the character of the expendi­
ture) the occupations of the people in the South are principally
those of retail traders, small tenant farmers with ill-paid labourers,
and numbers of small local businesses supplying the needs of local
groups. of consumers. The only great widespread industry,
building. is in structure and working widely sundered from the
great manufacturing and mining industries, and its instability
affects gravely the character of its employees. In the Soutb there
is a great gulf fixed between the gentry and the. working classes, a
class of peculiarly servile shopkeepers furnishing no proper bridge.
In the North a large proportion of the well-to-do are actively
engaged in organising and directing industry, and, more important
still, the industries support large classes of regular, well-paid,
intelligent artisans and other skilled workers. Here we reach the
chief clue to the difference of political opinion in North and South.
The Liberalism and Labourism of the North is mainly dependent
on the feelings and opinions of this upper grade of th'e wage-

B
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earners. the large, new middle-class. The strength of Liberalism,
a"s attested by the election, varies directly with the relative size 'and
compactness of this artisan element. Almost everywhere is set
against it the opinion and the" vote of the great majority of the
employing, the professional, the shopkeeping, the leisured classes
upon the one hand, and a large proportion, usually a majority, of
the casual or semi-employed manual labour, and of clerks and
shop-assistants, upon the other.

Never has the cleavage been so evident before. It is organised
labour against the possessing and educated classes, on the one
hand, against the public house and unorganised labour, on the
other. So •general a statement, of course, requires qualification.
With the solid mass of organised workers stands a minority of
well-to-do progressives and a large various scattering of lower­
grade workers. But it is substantially true that organised labour
furnishes the body of the liberal electorate. It is this body that
has declared most solidly and definitely for the Budget, against the
Lords and against Protection. This solidarity and definiteness
are so marked as to constitute a new position in our politics. Taken
in conjunction with our analysis of Southern England, with its
unassociated servile and ill-paid labour, it serves to bring into
relief the deeper interpretation of the election. Never before have
the main issues of an election been charged with so much definitely·
economic import. This growing pressure of economic issues is
of course not now c~nfined to this country. But recent events have
accelerated the pace and imparted clearer consciousness to the
movement. Imperialism, Militarism, Protection, Oligarchy, are
suddenly exhibited as a dramatic company on the stage of practical
politics. The party which still retains the title Conservative has
delivered itself over to the powers of reaction, embodied in explicit
demands for Protection and Conscription and an assertion by the
hereditary House of a control over finance.

The foreign and domestic policy involved in the new front of
Conservatism," aggressively reactionary in form, is best interpreted
as belonging to the traditional defences to which the ruling and
possessing classes instinctively resort to meet a popular attack
upon their economic and social privileges. The policy of lan:d,
industrial and social reform, with its accompanying fiscal policy,
to which Liberalism and Labourism are now committed, is naturally
regarded by them and their intellectual and economic dependents
as an attack upon property. Its advocates prefer to describe it as
a readjustment of the rights of property upon a basis of greater
equality of" individual opportunity, with a fuller recognition of
state rights in socially-erected property. However described; "it
involves considerable interference with, and some curtailment of,
existing rights of property in "land values; liquor licenses and in



THE GENERAL ELECTION 115

other sources of unearned or superfluous wealth. The o,rganised
artisans, who are the strength of the attacking or reformi'ng forces,
are not socialists or conscious idealists of any order. Though
there is some logic in their aims and purposes, it is made applicable
to the redress of particular concrete grievances rather tban to the
realisation of large general aspirations. Some patches of conscious­
ness, dim or clear, show here and there in the general will, but for
the. most part the' movement is instinctive. Definite problems of
poverty and injustice have been stirring the minds of the working
and poorer classes, and in the group-mind of the associated work­
men a number of separate demands have grown into a more or less
coherent policy. Freer access to land and a curbing of landlordism
in town and country, public assistance against the risks and
injuries of proletarian life, and a definite constructive public policy
for the prevention and redress of destitution, are the strongest
strains in the policy. No doubt other larger, vaguer aspirations
are present, making for a fuller life, more pleasure, more kno,,"­
ledge, and a larger share of the wealth and leisure and other
opportunities which they see provided (or the few by the heavy
unremitting toil of the many. Though some active minds among
them form general conceptions of a socialistic state, or ride some
narrower theory of a panacea, the general mind of this Liberalism
is groping after near and tangible results. But the reforms they
seek indisputably imply disturbances in the present private system
of property and industry, and the public finance which they
demand, as an adjunct, involves direct encroachments upon the
possessions and incomes of the well-to-do. The power of asso­
ciated labour is growing, and it is setting itself with more persis­
tency and skill to use the machinery of politics and party. Ho\\"
shall the threatened interests now defend themselves? They can
seek to recover some of tfte positions, constitutional and economic,
they bad lost. Here is the first meaning of Tariff Reform and of
the new legislative claim of the Lords. But Tariff Reform has
t,,-o purposes. No government in modern time~. can prevent a
constant growth of public expenditure, and modern Conservatism,
\vhether instructive or enlightened, accepts a large and expensive
policy of doles to distressed interests, and such 'social reforms' as
eleemosynary and police considerations dictate. More money must
be found. By indirect taxation the body of the people can best
be made to pay their share, and an indirect taxation, which at the
same time serves those business interests that are bulwarks of
Conservatism, will of necessity be preferred.

It is only when "ee thus conceive the situation as one which is
fundamentally an attack upon and a defence of the present distri.
bution of rights of property, that we can resolve some of the'
paradoxes that appear upon the surface. Why for instance should
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the great consuming South uphold Protection, the ~rst effect of
which is to raise the prices of consumables, against the producing
North? W~y, again, should the 'educated' classes ho»d so lightly
the teaching of history that they should be prepared to fling an
obsolete constitutional barrier across tbe Rowing stream of popular
liberties?

This election presents more plainly than ever before the instinc­
tive rally of the classes and interests, whose possessions, prestige,
privileges and superiority of opportunity, are menaced by the new
forces of consvuctive democracy. Landowners are put to the
defence of unearned increments and land assessments; licence­
owners fear ~be loss of their monopoly; great manufacturers and
employers fear increased taxation of wealth and the legal strength­
ening of labour organisations; the Church, conscious of the
indifference of the working classes to its spiritual authority and
fearing disestablishment and disendowment, defends its hold upon
the schools; the services are natural· allies of force. and economic
privilege; the Universities fear lest a too utilitarian populace should
repudiate their academic values and explode the solemn futilities
of a too decorative culture.

In setting this array of Conservative forces against the pressure
of the organised workers for economic security and opportunity,
as the central fact of present politics, I am no doubt giving a too
exclusively materialistic interpretation. The spirit of both parties
is also nourished. on finer sentiments and less selfish convictions~

Everywhere in town and country sturdy Nonconformity has given
a moral glow and a crusading enthusiasm to the radical cause, and
has infused a. religious passion into the demand for the land.

On the other hand the ranks of Conservatism are sustained by
a corresponding glow of patriotism, in the feeJing that they are
defending the very pillars of .the social order threatened by disin­
tegrating forces of socia'ism within and the menace of a foreign
enemy without.. This genuine sentimentalism balf supplements
and half conceals the play of the dri.ving and directing forces which
animat~ politics.

One point, in· conclusion, deserves particular attention, for it
contains the chief justification of democracy~ Though I have
found a larger play of rationalism and of conscious individual
judgment in this election than in any former one, I cannot attribute
to this individu~.1 rationalism tbe chief place as determinant.
Organisation and intelligent association for common human pU'r­
poses constitute the strength of civilised society. Where masses
of men are thus associated for work and life, there exist the best
conditions for the emergence and the operation of that sane
collective will and judgment which, in the sphere of politics,
constitutes the spirit and the policy of progressive democracy. It
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is not mere individual. self-interest, or more intimate acquaintance
with the facts of trade and industry, which leads the Lancashire
or Yorkshire mill-operative or the Northumbrian miner to reject
the Tariff that seems so alluring to the London clubman or the
country vicar or the half-pay officer at Brighton or Bournemouth.
There is, I feel sure, a half-instinctive, half-conscious drive of
collective wisdom, set up by the associated working class life which
the needs of modern capitalistic production have established, a
genuine spirit of the people, however incomplete in its expression,
which makes for political righteousness.

The intelligence of associated labour is less likely to be led·
astray by sophistry or sentimentalism than the more cultivated
but more individualised intelligence of the scholar, the professional
man, or the member of that swell-mob commonly termed ·Society.'
Nor is its superiority shown merely in the avoidance of error, an
instinct of wholesome Conservatism. From the will of such a
people proceeds a constructive political energy, moving somewhat
blindly and unevenly, and not with firm persistent direction,
towards ratber shapeless ideals. It is the creative instinct of the
collective mind seeking to express itself in politics, very uncertain
in its crude handling of material, groping after ill-conceived
effects, wasting much, spoiling some, but learning the art called
democracy.

I do not mean to claim that the artisans of the North are 'the
people.' In some respects they are very limited in aims and
outlook. There may even be a certain danger of a new though
wider class government, if their superior organisation enabled
tbem to wield for a while the same measure of dominance in politics
as tbat possessed formerly by the landed aristocracy, or latterly by
the mercantile and middle trading classes. I can conceive that
collective mechanic mind and will impressing th'emselves too hardly
upon our social institutions, and with too little tenderness towards
those above and those below~ too rigorous in the regimentation
of the weaker grades of workers, shirkers and defectives.. But
all the same it is to this associated labour power that we must look
for t~e rudiments of any coming art of democracy, and to my mind
the most significant lesson of the election is the geograpbical and
social testimony to the emergence of this popular power.

J. A. HOBSON.
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(~JIAl)rrER VI

FOREI () N 1N V1f:I.<)'l'l\1 Ii: N'l'S AND HOl\lE
J~P.'1 P [.J01'111 I~N'1'.

As the saving and investing powers of a n~lt.ion

grow, by reason of hnproved methods of

prodncing wen,lth, a larger quantity and a larger

proportion of ne,,' capit.al tend to seek investment
in foreign countries. ~rhough it Inust be pre-
8umed that the o\vner of such cn-pitn.l gains by
sending it ubron«1 80 as to earn for h iTn a higher
rate of interest than he eouJd get, at hOlne, there
are many who maintu,in that this private gain is
attended by a public Joss. For, if this capital Ar.iumont

agA, nst
had stayed at home and been applied in some }'oreiCD
.. Investments.

home Investment, It would, they urge, have
given employment to British labour, and though
the wealth it assisted to p~odllce might be slightly
smaller than that produced through investing it
abroad, there \vould bo caused an increased aggre-
gate of industry R,nd wealth-production in this
country.

Investment of capita.) abroR.d undoubtedly im­
plies an increase of export trade. For in no other
form than that of British goods can British capital
go out. An ~~ng)jsh investor who buys shares in

7U
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an Argentina railroad company J or in City of
Osakas, pays for these shares by money which is
nothing else than an order upon British goods.
Defenders of the utility of foreign investment~

sometimes make much of the fact that, by float-
The caAe for ing and investing largely in forei£!n rails or mines,
ForeilD ...
Inyeetmente. we secure orders for British engines and

machinery to equip these businesses, and for
British ships to can-y out their plant. And this,
no doubt, is true, but it is not really relevant.
From the standpoint of volume of foreign trade
it mal\es no difference whether the Argentina
rail\vay, \\-hose shares ,ve take up, equips itself
\yith British or ~·ith American engines and rails.
For if Argentina doe.~ not tal\e the subscribed
capital in British-made railway' plant, it must
tal{e it in other Blitish goods; or, if it does not
do this, it nlust cause some other foreigners to
buy British goods instead of doing 80 herself.
Only in one of these ways can a, British invest..
ment in Argentina be effected. If the cheques
\vith which British investors buy the Argentina

Effnct.. of stocks are converted into orders for British
Poreiso
Investment·8 onengines and .rails, the nature of the investment
British Trade.. b· B·f tl t d ·IS () V10UB. ut 1 ley are no so converte , It

remains equally certain that the British indeb~ed­

ness they register can only be met by inducing
some foreigners to buy British goods, whether
rails or cotton goods or ships or other product8,
\vhich they would not have bought but for this
British investment in Argentina stocks. How
this compulsion to buy British goods is exerted
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thl"on~h the operations of internationa.l exchange
I need not here describe. For no busines8 man
will <1ispute the fact that 8n investment of British
money implies an export of British goods, not

necess8.rily at once but ultimately. and usually
at no distant date. ~rhe capital thus exported It'Oreign

. nvcsLm"nu
,viII earn a. slightly hi~her rate of interest than Inf'J\n J"crf~a9ed

· I] h to tId th·· tImports.It con ( ope earn 8. lome, an IS IntereH

"'ill be paid in foreign goods which will come in
t.o s\vell the itnport trade of this country. Even
if the interest is not at once taken in imports.
but is left to accumulate by reinvestment abroad t

eventually the fruits of this enhanced foreign
in\'estment must be taken in foreign goods
entering 88 imports.

Now, those who think the free growth of
foreign investnlents injurious to this country find
three separate damage~ accruing from tbis
proceaB.

1. It reduces employnlent and retards indus- ehararp. If)vel1''tl
by Foreiarn

trial developlnent at home. Invest,ment,
diAsenterll.

2. It introduces an increasing quantity of im-
ports \vhich need no exports to pay for
them.

3. It equips foreign competitors to compete
with us in our own or neutral markets.

It is n~ce8Rary to set out these charges in more
detail before examining their validity.

An article in the "Bankers' Magazine" for
November, ]909, upon "Investlnents, Exports,

and Employment·" makes the following conl­
6
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In"f'flt mpnt"
and Hritjph
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parison bct\veen t.he results of foreign and horne
iTlvestments :-

c, For the tiTne, the effect of jnvestlnent~

abroad has the same influence on the emplo.y ..
Inent of labour in this country as of invest.
ments in the United Kingdom. Labour i~

set in motion, both to produce the exports
and to transport them to the country to
\\'hich the advance is made; the ships in
which the goods are carried have to be built,
Jllnnnetl, Hnd l\:ept in repair. But though thig
is the effect at the time, the eventual influ ..
ence of a foreign investment on the employ­
Tnent of labour is very different, after the
first year or so, from that of an investment
within the four seas. When the investment
is Jnade in this country, it remains either as
a productive instrument continually assisting
our internal trade, in the shape of a ra.il\\'ay,
a new tramway, new iron\vorlcs, or it n1ay
aSRist the convenience and prosperity of the
inhabitants in the form of waterworks or

gasworks. '.rhese last may not produce {l,

return .in exactly the same way as a new
rna,nnfactory does, but they add to the com­
fort of the inhabitants, as water"'or}{s do,

and they also enable many trades to be

carried on which require a continual water
supply. The Bame applies to gaswor]{s,
elect.ric \\'orks, and IHa-ny ot,hel' silnilar eon ..

cerns. If only n, tenth part of our invest­
ment is in domestic undertakings, as appears
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to ·ha,ve been the case in 1909, we ca.nnot
wonder at the increase of unclnployment and
of distress among the working classes."

~Phol1gh thn illeOlno (I(>riv~d frolH f,IH~SC fnrpjgn

investlnents in the fonn of dividends nlay be
some\vhat larger than if the Inoney had been
invested at home, the expenditnre of t,his larger
incolne, it is contended, \vill atIoru a very slight
stimulus to British indnst,ry and employtn.ent us
('.ompured ,vith the n.rrl'ica,f,ion of the capit.al Allin

in horne trade.
The reasoning at first sig'ht seems ll]ausible. T.rnde deprfls·

- tHOIl nnd
rrhou~h, as st.atistics sho\v, the general t.endency migrntion of

~ en'lita1.
to invest an increasing proportion of our c.apit,al
abroad proceeds irrespective of the state of trade,
it is accentuated in times of depression. IJut to
charge tIle migration of capital \vith bejn~ a cause
of home depression nnd llnemploynl~nt is to
transpose the t,rue order of Cfl,usa.t.ion, pnt,ting the
cart before the llorsc. Au jn("renR(-~ of foreign
investment does not canse unernployrnent and
depression at home; on the contrary, uneulploy..
nlent a,nd depression, involving a reduced delnantl
for capita,} at home, drives it abroad. It is iln­
portant to establish the truth of the follo\ving Cn"itRl

. lnv(':dment:
propositions. 1. In periods of llnemploynlentr thrl'e

. . . . . llrO)loRitiona.
and depressIon In thIS conntry there 18 no lack

of capital for horne lIRe. 2. If an attempt were

Inade to stop capital frorrl going abroad and force
it into home investment., no nett benefit to hruno
trade \\·onld accrne. :l. I410reign in\"est.ulcnts,

therefore, (~()nstitute a useful means of disposal of



a surplus of British capital which remains after
the needs of the hoole investment market are
8ufliciently met.

~['he first of these' propositions is the crucial
RUIft('ICllC'Y or one. li'or if, durin cr a period of ·trade depreS'sion.
Capital in ..,
tiD1C of 'rrado there is no deficiency of capital, it is idle to
Depression. argue that it is injurious for capital to go abroad.

Now, is it not notoriously the case that, when a
period of trade depression sets in, all the impor­
tant trades of the country are amply supplied
with all the capital they want and can profitably
use?

So long as capital is treated in an abstract and
vague nla.nner as finnncial po,ver, it may appear
that pumping 1l10re of this power into a trade
l\'ill stitnulate its vitality. But those who follow
this economic interpretation of investment will
not be thus deceived. They will recognise that
putting capital into a trade means supplying it

.~ft'e('t or \vith lllore buildings, machinery and other plant •.
employing
('.pital for more raw materials, fuel, and other concrete
TrRd~ purp09(,~. 1 I . d · h I b d\'\'ea t 1 reqture to co-operate Wit a our, an

such money, or general command of \vealth, as is
needed to ~aintain labour until the goods pro­
duced b)' it are nlarl<eted. Now, can it be said
that any of these {oruls of real concrete capital is
lacking when trade depression sets in? Con­
fronting the unelnployed or under-employed
labour is unemployed or under-employed plant
and machinery, there, is usually an abundance of
raw materials, and warehouses are glutted \\"ith
_unsaleable goods; all the material apparatus for'
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making f ca,rrying, and distributing goods exists
not merely in sufficiency but in evident excess.
Is it credit that is lacking? 'rhou~h at the
moment of a trade crisis there is n. st.ringency in
the money rruJ,r]{et \vith a high price for money,
this is not the case during a dellression. Quite
the contrary; there is all abundance of 1l10ney in Trade D~prf'88ioD

• and f.he Money
the hands of bankers a.nd other financiers, not Mark,'t.

merely for inyestment in any home business that
8ho~'8 promiso, but for loans at low rates to manu-
facturers and traders ,,~ho ("an give reasonably
good seeul'it.y, Le., \vlto en n sho,,' a probability
that they can use the n10ney to produce goods
,,'hich can be profita.bly sold 80 as to enable the
borrower to repay the adva,nce he has received.

"J n the faee of theRe n()torioll~ fnets, ho\v can it
be contended tha,t there is any loel\: of product.ive
capital in a tilne of trade c1epression, or tha,t
foreign investments have robbed British indus­
tries of the capital required to ]{cep them fully
employed? The problenl of a generalrlepression
of trade, lil{e t.hat of 1nOS-9. is the problem of a
silnultaneoU8 excess of capital and labour, unable
to co-operate for ordinary purposes of production CnUSf'A of

. . gcnt"ra) 'rrade
becan~e of an lllsuffielent mnr){et for the goods Df'PJ'''8sion.

they could prodnce. Evory \\'elJ-infornled and
thoughtful business man kno\\'s that the crux of
the matter lies in the no.rma.l tendency of pro.
ducing power to outrun the actnal rate of con-
sumption, 80 that periodically the ,,,hole produc-
tiv~ .machinery must be slo\\·~d do\"n. ]t is DO

pal't of my business here to diseuss the causes of
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this narnlal tendency towards over-production. or
under-consumption.· ]"or it is sufficient to point
out the ndnlitted fact that though in theory it
should be 3S easy to sell as to buy, and cons1lmp­
tion should al,,·ays keep pace \vith production, in
practice it lyorl{s out quite otherwise. Consider­
ation of the a.ctual condition of trade in a depres­
sion precludes the serious entertainn1ent of the
suggestion that nt such times there is any lack of
capit.nJ in 13ritish indnfitries. It is, doubtless,
80rnetiInes nUl-intainecl that even in depressed
trnrle there are Rome rising ne,v industries insufti.
cient.ly provided \\,ith capital. 13nt those who
put for\vard tho hypothesis lnay be safely

challenged to natl1e tho trades which at such
tinles, when loanable capital is extraordinarily
chpap, are unable to g'ct enough for any reason·
ably profitable use. 'fhough it is sometimes

Inability of expected that chea.p money ",ill suffice to stop a
Cheal) &fon~y

to arrest geru'ral f.rade (lepression by stimulating produc-
Trade Dellr~~· t" d t" f b " tl·8ioo. Jon an ex ell~·)lons 0 llSlnesses, lere 1S 110

evidence that it does in fact so operate to any
appreciable extent. Not until the slackening or
stoppage of production hag gone so far that surplus
stoel\s are gradunJIy cleared and consumption has
h('g-nn on('e Illort) to tighten up the reins of
industry does a rcnl dClnand for more capital in
hOHle tr'aue h(lCOlnC efl't~ct.ive.

rrhis being so, it is idle to contend that halnper­
ing the proeess of foreign iuvestlllcnt, by differen ..

• It ia dif'c\lKserl at ~nle Jenbrf,h iu nlY volume, Ie 'fhe
Industrial Sy~t6m tt (Longlna.lls).
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t.iaJ taxation upon their dividends or by any other
interference, \\'ould be beneficial to British trade
and employnlent, or that it would bring into
a.cf,ual use a larger quantity of home capital.

'('he desire to obtain the higher rate of interest
yielded by foreign investments at such times must ~~~~i~~t,if)n of

be deemed to be a necessary motive for the saving InveRtm.-otB
throUlh

,,,hie}J has brongh t into existence the (~apital that taxat.iotl.

seeks this investrnent. Any artificial impedi-
ment '\vould then not sitnply divert this capital
from foreign into home investment: it \vould stop
the creation of this (~apit.al. But, it may be
urged, this \vill only npply in part to capital that
goes abroad. l\Tuch of this capital, it will be
conten<1ed, would he \villing- to talco a slightly
lower interest at honle, if it were not permitted
or encourn.ged {;o go nhrond. No\v, what does

this nlcan in ternlS of industry? It means that
H t a. time \vhen there are more cotton factories
and iron f()unclrie~ titan are :thIn to get orders it
i~ proposed to build more factories and more
foundries n.nd equip thClll ,,,ith plnnt; that when
railway returns are lo\v and traffic fulling, more
t~ngines and rolli.ng stoek shaH be provided and Excels or

. . Cllllltal for
Ilt"\cessarlly unrcllluncr'ative branch lines be laid HomA

1 tJ t) J ·Jl· I h IUv8stmllnt==,.(own; "a \V len over )111 (Ing- UlS every\\' ere

hpcn going on, rnol'C huildings sha)) he put up,
and so forth. No\v, R8 ,re have already seen, this
coul,d not to any considerable extent tal{e place.
}"or bankers and other financiers controlling the
conrse of ne\v j Ilv(~sttnont \vould not dare to
embark upon such precarious enterprises at Buch
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times, ,,,QuId not dare to put up new mills on' the

chance of their cutting out ex isti ng mills in· the
cornpetition for orders and contracts already in­
sufficient to furnish adequate employment to ·tho

capital and labour in the trade. But suppose
RI"'k11f'flS t f that, actuated by some rf'£kless faith in the future
flmp oym~n 0

eapital in they did invest their clients' nloney in new plant
1Iomf' . I . I·
JnduRtl'if'8. and other huslness underla {lugs at suc 1 a time,

"hat \vould be the result? The immediate effect J

T agree, \vould be a stimulus to trade: there would
be nlore elup]oYlnent in the ulining, nlachine­
rflaking, rnil\vay, building, and other trades
engaged in setting up tIle ne\v factories and other
plant. But, seeing that the next effect \vo,l1d be
an enhancement of the manufacturing and other
productive po\ver, whicll \vas already seen to be
greater than could find regular, full, and profit­

able enlployment, it seems evident that any such
arldition to this productive power would intensify

th~ mnlndy, and that the t~n)pornry stimulus.

f;{iven so long a8 the ne\v plant ,vas being set up,
would involve an enlargement of the depression

88 soon as an attenlpt '''as ma~le to opera,te the

!lome new manufacturing power. For if the productive
Jndu~tpi•• :
(It"~·t nf o\,er· power already existing ,va·s found to be 80 IDUch
production.

in excess of ,,,hat was \\"anted to supply the

markets, an increase of this po\\'er would glut
the markets earlier and more completely. So an
artificial stopping of home ipdustries would cause

rnore violent disturbance of the industrial system,
jn\'olving bigger and Inore injurious stoppages,
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and nclding llot.hing to the a~gregateoi trade and
emnloymcnt over a ternl of years.

J·ut more simply, this a.rgument 1l1eallS that

foreign investments do not injurio\1sly compete
,,'ith honae investmE'nts, robbing the latter of Fnrolso

· 1 . h · Jd d . · (nVf'HtmenlllcapIta ",hlC It COll put to n. vnntR.geous use In rcpr'eflent

employing British labour but that they represent Aurplus Briti8h. , "savin"".
a use found abroad for a surplus quantity of
British saving t \vhich other,vise \,\'ould either not
exist ut all or would represent a ,"astefn) over­
Rupply of home capital. It is no reply to Bay

that tbere~are new electrical, motor car, Bnd other
home industries ready to absorb any amount of
new British capital in developing new industries
for the stimulation and supply of new \vanta.

These new trades can already get &s much capital
as they" deserve or" can absorb: interference with
foreign investments would not enable them safely
or advantageously to increase their pace of growth.

}i"oreign inv6sttnents, then, form in the first
instance a safety-valve against excessive glut8 of Profits dp.rivptI

. , , frc·m Foretlll
capital at honle. 1 hey find a, profitable use for Investments.

capital ,vhich otherwise could not economically
fructify at all. '!'he profit.8 of this use conle to
this conntry in the form of exports. 'rhis brings
us to the second grievance or the critics of foreign
investments. They find in the goods which come
into this country in payment of interest on foreign
investulent an additional injury to home employ-
ment. For, \vhereas other imports are the means
by \\'hich fo)'ei~ner9 .pay for British goods which
go ont to thenl in export trnde, t.hese imports
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drs\v forth no such exports, and 80 stimulate no
corresponding" lLct.ivity in British industries. The
receipt of SOIne £120,000,000 worth or more of

Objecti~}~tJ n.' Buch free 1100ds into our marl{ets howeverthp ftntl·'OI'(·lgn h ,

InveRtor.

Furt·lter
objp.('tion:
trade
CQlnll('tit;OIl.

<lp~irahle froll} the st·andpoint of the eonsunler,
inflicts, they hold, upon the producer two
injnrieR. In the first place, there is the
negative injury that he has to send out no
goods to pay for them; in the second place,
they displace to some extent goods \"\'hich \vould
have been produced at home by British capital
and labour-a positive blow to British industry.
'fhe in\iestlnent of BritiRh capital abroad is thus
represented as responsible to a larger extent than
any other cause for the ,. dumping" on our
Rhores of large quantities of goods which could
and would other,,'ise have been made at home,
employing our capital and labour in their making.

Nor is this the ,vorst. '.rhe exportation of
capital not InereJy brings this influx of unpaid-for
itnport.R, but, by improving foreign countries and
equippillg thell1 \\'ith onr best machinery and
plant, it nHlk~g thenl formidable rivals of our own
pro<lncers.. J~:ven if it be. ndlnitted that the
developlTlent of the agricultural resources of such
land~ as Argentjnn and North-West Canada is
justified, in bringing us the abundant supplies of
grain ne~ded by 8· population \vhich, like ours,
must supplelnent it~ native resources from foreign
lands,it cannot be eqnally serviceable to build np
cOlnpctitors for our roanufactures or our carrying
trade. \Vith capital that ,vc ourselves supply,
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countries H\u'h at-; the lTnited. State~, tJapan, and
India, not to mention countries nearer home, are
ena bled ~ firHt. to produce for th(~mAnlvcR manu­
factured ~oods ,,'hieh ,va uspd to sell and still
would lil{e to scll theln : secondly, to compete with
us and often to displace our wares in neutral
markets· last and worst to invade our own Final C~tlnt/A io
", the Indictment.

markets and to un~ersell our manufacturers.
Such are the further counts of the indictment
against foreign invf'~tments as enemies of home
trade and emploYlnent.

Before ans\vering them I may renlind readers
of the curious dilenlrna \vith \\-hi'ch they seem to
be confronted. We have already proved that the
capital that goes abroad is not \vanted and cannot,
in fact~ be utilised at home. It now appearA that
it is even "lore. injurions to our trn.de if it be
allo,,"ed to go abroad. Only two other courses
seem open, eithnr not to brin~ it into existence
or to sink it into the sea. Bnt before adopting

such counsels of despn.ir \ve \vill examine Inore

closely the danlagcs which these investments are

said to inflict upon our trade.

~rhesc lar~e quantities of imports, due direetly

and indircetJy to foreign investnlents, are J"oreigo
- ItI\"'PHtlUf\nt.H

obviously ndvantngcouR to our consuming public, benefit lh~~

h I . · l1ritiHh
\V ose rea ll}Con\f~S are thus ralsnd by the lower eonAum,'r

range of prices caused by these accesAions to our
home supplies. Since the final object of aU

industry is to put consluuable goods in the posses-
sion of consumers, it IUBy be claimed that this



a.dluiesion is in itself 0, sufficient defence of the
beneficial nature of foreign investment.

Btlt we Inay be reminded that we are here
arguing the issue froln the standpoint of the

l
"or.i1

t
n t volume of trade and of employment, and that in

nv('~ m~n ~

in rf,lation to such nn argument the consnnlers' interests have
Romp. Trndtt • •
a,net ~mploy. no relevancy. IJet \19 then return to the Imme·
m.-nt. diate question, viz., whether the foreign invest·

nlents cause a reduction in the volume of home
trade and ernployment, first,. by displacing home­
Jllo.de products in our markets: secondly, by dis­
placing our products in foreign markets.

Now, in the first place it must be remarked
that if foreign investments exercised thi8
depressing influence upon home trade, we should
expect this depression to be pennanent and of
increnRiug intensity, to correspond with the
gro\vth, both absolute and relative, of this em­
ployrnent of our capital. For the quantity of
imports entering this country as interest upon
our foreign c~pital continually grows, and so does
t.tH~ cOlllpeting }l<v\\,er of foreign nat,iollH <1ne to

Tradt' d~pr~8· the st.inlulation of the ca.pital \vhich \\'e provide
lion Dot ('aused
by Invtaptment them. )"pt for eonsidel'n ble periods our capito I
of Ca.pital lib"· h · d t· d toabroad, 3TH a our In orne In us rIes 0 not Beem

sufTer from this invasion, but are able to put forth
their full activity in profitable industry. Nor i8
there any cvidenf'8 that trade depressions and
unenlployment are increasing in frequency or
int.ensity in this country, as might be anticipated
if this artificially stilnulated foreign competition
\vere their cause.

02 F O R E I G N  I N V E S T M E N T S , E T C .
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But this consideration does not in itself dispose
of the case against foreign investnlents. For it
might be that this depressing tendency was only
realised when a financial crisis, bad harvests, or
some other cause, was weakening our markets.
It is necessary by direct analysis to fnce the qncs- Boaring of

. Foreign
tion whether foreign Investments can and do InTeBtmenta

d d k upon Home
damage our powers to pro nee an to mar et our Production.

products. I\O\V, here it is Inaterinl t.o point out
that a, very small proportion of our inlported
goods, whether coming &s interest on capital or
in ordinary course of exchange, consists of fully

manufactured or completed goods, ready to pass
into consumption without any use of British

industry. More than three-quarters consist of
l'cKHlgtuffs, InnteriaJs, and partly rnannfactnred

goods. 'fhese, entering as raw materiah~ into
many of our staple trades, by their abundance
and their cheapness keep clown the costs of pro­
duction of the final prollucts, and by lowering the
prices enable us to effect larger sales at home and
to secure large foreign luarl{ets \vhich we could Uow importa

b4'Uf1fit. H()w~

not ha\'o done but for the assistance of these ian- Produotiou.

ports.' l£ven of the 2:3 per eent of iJnports
clauRed as mainly or wholly manufactured goods
a large proport.ion fif{tlres as "costs" in HOUle

horne business. I~oreign door-fralTIes or y-rindo\v-
sashes cheapen the cost of building and so (~al1se

more or larg~r houses to be built, thus compensat-
ing for the loss of home employment \vhich
appears to be inflicted on our. carpenters. Even
such articles as rolled desl{s and bicycles are not
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mrre consumers' goods: they figure as .. costs"
in large nurnbers of productive and distributive
trades: to keep them out would mean some lower­
ing of profits or raising of prices for British made
products.

Nor can "Ie ignore the in1portant effect of free
irnportation upon real ~va.ge8. By helping to
keep·down the price of foodH and of all ot,her con­
Burners' goods, manufactured or other, imports
tend to keep do\vn money ,"ages, and so to mnin­
tain a lo\ver range of seJIing prices than would
otherwise be possible. 'fhis economy is applic­
ahle to all British trades, but its 1l10St inlport.ant
efl'ect consists in enabling 118 to secure lnrge and
profitable foreign nla.r]\:ets, underselling nations
\,,"hich hy tariffs, or by lack of imports entering as
intereRt on foreign capital, are subject to higher
costs of production.

fehis defence of the economy of free importation
sho\"s tlJut t.he goods ,,,hich enter as interest on
foreign inve~t'l){'nt::; cunnot be regarded merely as

displneing ~oods ",-hieh \vould other\vise have been
Inade by British industries. Their main effect

apprnrs to h.e stimlJlative rather than depressive.
ellahling our industries to turn out larger quanti­
ties of goods at lower costs and prices for our own
't1a.rJ.~('t14 a nd for export. tr;\l]p.

'.I'his prinlary economic efTeet of foreign invest.
Inents is supported and enhanced by a ,no less
important secondary effect. The ma.in economic
object. and result of our exportation of ca.pital is
to exploit the natural n·nd human resources of
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relatively bacl{V\'ard count.ries. By mal<int{ roads
for t.h'em, developing their tnincs, fields, and

forests, and in due time supplying t.hem with
machinery and ot,her plant for a manufacturing Economio

objects of
career, helpin~ to build and equip their cities, and ('ftpitnl investrd

· .. d . 1 ] t·· abroad.to trn.ln and orga.nJse an In ustru\ popu a Ion, we
are undoubtedly raising thenl to\vards the same
industrial level as ourselves. Are \ve, thereby,

Rett.ing lip dnngrrous riYH 1s who ,,,ill rob lJ~ of ollr
t,.nde,jll theil" Jnnrket, our lnarket. anu nentral
ma'rkets? rl'he hJ7pothesis which underlies this
notion is that there exists at any time only a
limited amount of market, and that increa,sed sales
effected by one competitor irnply a corresponding
decline in the soles of another. Now this concep-
tion of t.rade is fundamcnt.n By fn lse. 'rhe first
priueiple of t.ra.de, naf;ionnl or intcrnntional, is
that of co-operation, or rnutual service, not. of
rivalry or anta.gonism. The process of competition
is snbordinate to eo-opera.tion. Absorption in f'n·op(~ro.Uon the

•. . firHt, IlrincipJe
the concrete d~talls of a slngJe trade tends to lude Of Trado.

this tl'UfJl, and has enabled certain persons to
represent the relations between trading nations
as essentially hostile. Tl)e falla.cy here is double-
rooted., 'J~here is first the false assumption that
nations as such arc economic unit'8, and trade with
one another and with other nations. Great
llrit.a.in, (lprnlany, nna the L'nited Htaf.eH nre not
tr8din~ firms: they do not hid against one another
for cnstom; there are no comrnercia.] relations,

except of a subsidiary and indjr~ct kind, bet,veen
them. Certain English firms compete ,,'ith
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certain German and Anlerican firms in tho
marl\:ets of these or other countries. 80 far,
however, as such competition involves rivalry and
antagonism, it is much lceener and more persis­
tent between the several English or the several
Gennan firms than between the members of
different nations.

~rhe second form of the fallacy is the suppo­
sition that it is an advantage for a business man
to be surrounded by other business men less
prosperous, intelligent, and enterprising than
hilnself. At first sight it Dlay look as if he were
the gainer by being so much better off. But this
i~ not ]'('ally the caRe. An enterprising and pro­
ductive 111an needs neighbours who are enterpris­
ing and productive, and that for two reasons.
There are many things he wants to buy, and
many that he wants to sell. He can buy to the
best advantage if his neighbours engaged in
various industries are as keen, as enterprising,
and as productive as himself. SimilarJy, he can
sell to best ndvantnge if the f!ro\ving needs and
desires of his neighboursa.re fortified by purchas­
ing po"rer. ~Yery business man 1(now8 that it is
better to be a member of a prosperous industrial
conllnnnity than of n. poor and backward one.
'\That applies to a small upplies likewise to a large
community. 'rile merely political barriers of
States have no power to annul or to restrict this
economy, the advantage of having large nUIllber8
of rich and prosperous neighbours. No doubt
every individual trader would like to be the only



prosperOl1S trader in his particular tine, and to
have large numbers of prospelouB neighbours in
other lines. But this condition he cannot realise.
and if he coula it \vould not really be to hiR :\(]van­

tBge, fOI· it \vould l"ernovo that. healthy st.irnulu9
of eornpetition essnntial to indl1strinJ progress.

If, then, it he H(hllitted that an Engl ish firnl
guins by hn.ving plf'nty of of..hel· prosperous firlnR
a.ll about the eonntry even f;}\oll l1h some of these Comp('t.ition •

• '0 and co-oporntloll
finnR a~·e in if.R o\vn line, gilnilarl,\' it. ga.inR hy in busiuNHL

having prosperous firn\s in other countries from
\, hich to buy and l;o \vhich to sell. In other
\vordg, the detailed antagonisln of eonlp~titors in
one's o\vn tr:t,{lf~ ;::; It eOIlHideratioll subsidia ry to

t,lte gain of having the effect.ive eo-opprnJion of
prosperollH busi rl(\HR(~R ill of:lu'J' t rad('~.

~rhis i~ only another ,,:oay o[ ~n~ri"g that trade
is a nlut.ual exehallge of goods and Rer\Fices. and
that jt, is botter to have a largo 1l11l11h(\1' of rieh

personq ,vith \VhOlll to enrry on c~~('hnll::{e t·haH

n small nllrnher of poor ones.

Once cxpr'l '.he falJaey that nafiiolls nrf' trading
unitH, the application of the doctrine to foreign
investrnent.s hecbnlcs obvio11s. For fOJ'oin'n in- F'nr(~ign

h Inv'.Hitmentt\
vestillents nr(~ a. rnen ItS of {~nJa,.ging t;he ('ircle of i1WTt'llR6 'Prndt

I · I I fl' OpOrl\ti(lnR,
Hl:;lne~s rnen capn.) en' snpp ylng ,,,hat \VC \\"3,nt

to bu} and of denulIlCling what \YP ,,'n nt. t{) sen.
']'he fnet flint. R(HnC of these hU8innsH Illcn get

hlJ~itH\SS a\rny rroTH U~ is a ('onlrnraf.i\'~'I'y Hrnnll
and incidental <1ra,\\'back to this great CCOnOfl)y

arising from an effective expansion of the area
of prosperous exchange.

..,.,

I ' OHKIGX I N V E S T M E N T S ,  ETC. 07



'J'he intf'rest \\'hich comes back to this eOllnt.ry
frorn foreign investrncnts is not the only g-reat
gain "vhich comes to the members of our natjoD

from this process. 'fhe opening up and develop-
!HYfA)oJlmf'nt lnent of North and Routh i\lnerica, of India,
of For~iKn Rnd. • .
(~(,luniRJ Trade:\ u:-:tru.lasla,. and of ot.her countries \",l\Jeh have
by f~.portatioo '.
01 l'~llital. sucked up our surplus capItal. haR Inennt an enor-

nlons increase in t,he incolnes derived from our
home industries and in th~ purchasing po\ver of

thf'se incomes. In the devclopn1cnt of these
conntries by our cnpitnl we are building up new

eust.omers for onr ~oodf\ and new sourCCR of supply
for \rhat. \'0f! Ilf\('.l to IHlY..!\s tlH\Y thn~ (It'vf\lop,

they \-viII display po\ycrs to Hupply to thclnselves,
t.o \I~'. :lnd to t:hfl \,,'01'1(1. ('t~rtai n :-;orb~ of g"OOdH h(~ft.cr

or rHOl'H elH'uply than \ve en tl, HO drivjlH~' onr h{nne
il.l(ltl~fTips gorfHlnaJly out of t:heHe hl'an(~ll(~H of pro­

duction jnto others thnt yield producf;s \vhi('h

('na blc liS t.o hu.Y f,.om tltPPl upon ternlH rllOl"e acl­
vant:n.goeo\1s t.o us, tho good~ 're formerly produee<l.
'l'hp notion that t,herp is a limited nlunber of
trades, (\ac.h of a Jirnited sizP t and that, therefore,
if by devclopi ng another conntry ""e JOSf\ somf'

t.rades or <1inlinish t.he ~i~e of 1:henl, \Vc are
d;! olaged in the a!!grpgate of our national

Int.ttrd('l)('nd~ inclnstry. is a fallaey hased upon an i:~nornnce or
f'nf'y of
~Rtif)n~ in fhp 'Yt'ry natnre of tradt~ as an exchnng-p of ~OOdR
\Vorld·trade.

for :!oo(lf4. \.T tHl(~r Tnodern (~ond it-jOUR of t.he inter-

tL·p,\n,h'n<'y of n~t.ions in '\Oorld·~1.l·ad(l, if: ig in1­
pO(~Rihle for any nnt·ion to nscit·s iJnproV'f\d
developlnent, a.nd richnesR of resonrees so as to

injun' th{~ aggregate illcln~t.ry and elnplo.vnlPnt of

OS r O K K U iN  I N V E S T M E N T S . E T C .



any other eountry in con.tHereinl relations,
directly or irHlirf'ctly .. ,,,ith it. IJeast of all is it
capable of injuring the industries of that country
\\ihose capitol has hnlped to develop its resources
alld \vit.h \\·hi('hit. i~ ('nrnp(\lI~d hy {"lc01l0Injc

Tl(\cessity to lnnintain close relat.ions of f\x(~hn.ng'e.

On the cont,rary a. count.ry· thns deyelollinC1 ~futl1al
• , .. , h' ad~ant.a.Re9 of

cannot l{ecp it~ gnins ent.-irolv to itself, hut is enpit.fl} inveated
.' i It foreign

forced by sheer self-lntcrest to Coullllunirflte large Countries.

pnrf;R of thcTn to those \vho buy frOlll it and sell

to it. (fnnndn. and .J\.rgentin:t might lil\e to ]\eAp
for t,hcir O\VIl fn..rm('r~ t.he full benofits of t:h~ rich
v..!rgin wheat lands opened up by British ('a.pitaI.
J3ut they a,rf~ eOlnpeJIed to give ns n. considerahle
port.ion of thp hC.'tH'flt fly chenpenin~ the price of
\\'hpu,t. And so i f. h~ \\'ifh evc]1' sort, of ,,~('n It.h
produced in theRe nr\v cOllntrips: the eompeting
r: i '··ll('r~. fransf'nrt. ('l)lllp:tlli('~.:llld d,'al('rR in th{,~t~

(~{)nnt,ries, hy the vP. ..y proceSB of seeld n~ Innrk~tH

for their goods, nrc ohlig(\d fo hand over a In rge

share of the gainR of the developlnent, not Inerely
to the 'foreign capit:J liHtR in interest, but to all lIow the

. diHtribntion llf

those groups of foreign producers and consumers, profit- is ('ft'f'('h'd.

,vho have dealings \vjth them. It is not even

necessary t.hat onr people should have direct dC«."tI-
ings \"ith n for('ign connt,ry to \yhirh \VC have lent
c.H.pital, in ordpr t.o profit by the df~vel()plneJ)t dne

to our investment. 'Ve might, for instance, in
the not distant fut.ure find SOHle pnrts of (~hiTlB

a. very fa\·ollrahlf.~ fI .. ld for· ill\'('}'f,JlH'lIt,. I~ut

(~hina Hligllt not hy this uevPlopnlcnt be a.ble trO
'a(lll us any largp (lUll ntit.y of goods \ye ,vnntcd, or
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t.o f.nl\(.' fro:n 11::; HIlY h\l'g'(~ qll~,,,t;ity of \rhat \\'8
hn,\rp to sell. l'~vell the inten~f.:.t "pOll the capital
they Inight pay ns, not in C~hinesp \vares, hut by
orcle)'~ on the goods of ~Tapall, A\lncripfl t or some

Rome Of.llf'l' C0l11l1TY \rith "'hi~h tltl'V di(l In.r{:{o trlHle.
Indufttries n nd .. ,-
Foreign J1nt fh(~ devcloplnent of C·hillfl thus proeured
Development. '1 1 1 ,. 1 1 t

n1l~ It. 1l0fl0 t. If' ess )(~ Illln1CnSf' y Be. van ngoons

to 13ritish indusf. ..icH, h~" ftlrllishill~!' cllf'ap f()nd~

or 'lln.h~rinIs to fOl'('i~ll pl'odncprs in the TI nitetl
Rtni:c~s or ~nnlC othpr eould r~' \\'hieh ,''os thprehy
PII:l hh·d :111.1 ()blit~'f'd to spll t.o us nluterinls or
goods \\"ldeh \\'('.\\'0 nt. rOT· our ll~e on t,f't'nlS R(lvn l1­

t-nf~n()tls to Olll' irlC.ll1strif'R.
(hlr ),f.'In t:inllH ,rit;h SOIlf:h 1\frica i 1I11sfT:l tf' this

irnporta nt truth. upon. one side. Though South
Africa is a not inconsiderable purchnspr of our

Inn n 11 fn et 11 rf~S t sliP hft S COIII pH l'ativp.ly Jittln t<> ~ive

\IS that \\'e \vant. 'l'he gold and tliolnoll(1s which
a)'c~ hnr chi.·" pn)(JtI(~f.s for e~p()rt to illcl(\(lc1 pa:-\A

thron:~'h onr h:t1 Hl~. hut 'Vf' do not. l~~ep or \V;\Jlf. to
kc'('p fll" h1l11, of fhf'1l1 for our o\\"n lI~(', \Vo
rl'f:lill (·f)I"pnr(lti\·(~I.\' litt.l(' oj' HI~ fruits of fhn

Hnw Routh rnining' flll(l OtlH'I' "n..k otn- enpifal hn:-:; done.
All ican
develilpnaent ~I'I)(\ hulk of til!' illh,,.e~t dll(~ to 11S, of th~ pa.yment
nffccta n()ru~

InduHt.rieR, for t'H~ r~rjtish 111ft nll faetures they buy t and of our
share in the general \\yenlth of (,he country t comes
horno to ll~ in t~hn f\halln of fooa~, Innteria,ls, and
JnaJ\ufaef.llr~d goods fronl other countries which

arnollg tlH'tl\ take the lar:~·pr share of the gold,
dialnorHIA~ and oUH'r I'roductH \viMl "'hie}) Routh
Af ri(~a l'fltel"S th~ "'orld Inn rkf't..

'l'll(~ d(lvel()pIlH~nt of a huet '",art.! (tOlilltry hy
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foreign capital is al \\"ays beneficia.l to the country
itself, to t,hc industria1 \\'01'ld ut large, and to the
inveRting country jn pal't.icula.r. It is of course
quite eonceivable that tihe greatest gainer, next to

the developed conntry, nlight be not the investing
country but sorne other jn closer trade relations
",it;h the fonner. .I ;\11 for the barriers nlut.uulJy
established bet,vet-'n ('anada and t;he l!)'liied
States, the j"dllRtrje~ 'and people of the Jatter H('neftt to the

. Investina
country \\'ouJd prohahly hnve reaped a. larger Country.

bCHeftt thnn tillo people of this eountry by the
large influx of 131'itish eapjf.al int,o Mle. J )orninion.

In t,he long run, indeed, they Blllst be the greater
gniners, though doubtless a la.rge shure of t,he gain
Tnay be atitribnt,ed to \vor]{ done or a8Bif::\t.~d by
their own exported capital.

But, noruutlly, t,lH.~ ppople audi ndllstries of the

investing countr)' stanu to gain rnore tha.n any
other foreign eOlilltry. 14'01" iu the first; pla,ce, a
huoge part or t.he (,(Jllt'rete eu.pital \vhich goes out
by the procesH of j II ve~tment llsually cO'H~ist8 of
PlIglIlf.':-;, railH~ IIlHChiIlE'!-\, stOt'('B, and ot.her fttJuip­
nlent, ordere(l dircet.ly frorn firrng in the investing
eou II tr.y . lin rt.• at. any I'a te, of t.JH~ 11l:lnug('lll('nt of
the raihvay, lnine, irrigation \vorl,a;, 01' ot.her husi- Investing

'" (~ountr~ the
nesses to \"hieh f'I(' ca pital j~ devot.ed, is .1 ikely (~hie' gainer by

to b . tl J I I' b I' mrportation of. e In le 1:tIH:; 0 persons e OHglJ)g t,(J, or Oapita).

friendly t.o, the Jtl"p~ti Ilg eountry 0 '.I'hus t.he
,,'ork of repair. i,IlJ))'O\·,'IHellf" a.lId ext,(~nHioJl in the
fnt/ure, \vill evoke frt'sh orders for '.he investing

countl'Y. 1Iorcover, the business aJld social inter-
cour~e invol vcd in these proceedings \\"111 be JiJ\ely



to extend to others: business bre(~tlH blisineSR ullfl
every order slnoothes the path for another order.
C1reat I~ritain in particular has profited by thitl

Or~nt nrit:tin'" natural proeess: her generally sound and reliable
"upply of . •
('unl'rptp goods, especially in the engineering and machIne ..
Cft(Jital. I . d I f' I I· th Irna {lng tra es t lat 19ure so arge y III e supp y

of concrete eapital, have all over the world helped
to pave n, broad eOlnn}('rcial ,"oad for other 13rit i~~h

Illa.l tJ l'aetu rc's.
'1 'he i ndiet.lnent of foreign investnlent as an

injury to horne induHtry and cnlploynlent thllH
cornpl(,tely breaks c1o\\"n on exanlination. 'rhe
gn i IlH to th(~ investing U3 tion are four; first the
expnrt traue ill \-01 vecl ;n the process of ill vest­
,nent: seenndly, the sti,nuli and food t.o home
indl1~tries front the payment of interest, lno~t of

FOlll gaulR to ,,-hit,)} (,(Hnl~~ jn foodR anI] lnaterials that lo\\,pr
thf" Tn\'t'f.(t ing

Country. the H ('osts" of production in honle induRtry,

thus enlarging the honle lunrl\Pt, and the ·general
(~\f'()rt trail.,: t.hirdly. thf' ~harl' or the ne\\' \vcu.l.th

rr()c('('~ing to her frotH thn debtor eountry,
di rf'ctly nnd i ndireet;1y, hy t,he ordinary processes

of exchang-p: fourthly, t.he spf\('ial trncle reJatjoJl~

set tlP and rnnintaincd hy tht"' ,"pry natnr~ of tJI~

financial assi:-;t.allce rendered.

'J'he ag~regate of these gai us forln~ an i,nnlcnse
positi V(J udva ntnge too honH~ ind 'H~tI·je~ a.nd horne
enlpl(}~'Il,pnt arising out of foreign in\'estlllellt~.
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As the n.rea of iIlVP~t,lIIellf, widens for any class

. or na1;ioll of lHveHfors. their interests H.lld

HyInpn.tltic8 expand, and t.ho influ('llce they exert
throug'h puhlic opinion. or politics upon the con­

duct; of affairs il~ thf~' pllH'('~ \\'hel'e they hnye in-
vestpd enpitnl b~eOlllP~ a faet,ol' of gro\ving ilnport- [Jooa" ;nf1u~ncp.

anee. l{egnrdcfl 1l1f'rpl" as :J.1l e<1l1ent.ionaJ infln- pxel't.ec{ hy
• Jt"·m't.....·~ or

enee. fhlg c, panR1.01l of t!tp arna of investrnent iH On.pital.

of {,fHt~jdf\rnhie pflif';)('.v ° .'\ ,nun \\'h080 husiness

intcl'e~t~ arC' c{),din~(l \vithill his parish IS

pnro('hial in his ~.\'lllpathi('s and outlook. If. on

the other hand, his trade hrillg~ hi'l} into toueh
\"ith bu~i'H~HH Tuell in 'nan)" of.her tr()\\'"ns in his
native coun1.ry. his eonnf;l'y rlleallS JnoJ"c to hirn···­
he is a be1-tpr cit.j7,en. Hf,ill ,,,ore i~ tlli:-) (;IH' ('a~e

\vhe'Oc trading int(~re~f; is Huppleulpllt:e.'d hy in­
vestmeJlt. and a h'H~i ne~s rna n has a" st.n I\n " in
a nurnber of indlJRtrieHin variolls places, "'hough
his patriotistn ,nay he too fnueh n, rnatt.er of

pGckf'f, and his politie~ t.oo p~clllHiYcly eapitalistic,

it )"p'''HiIlS t.-uP t.llat they ,,·ill hp hroadpl". a.nd

In:
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nlor~ i ntell igent., and on the v.'hole more confornl­
able to public \velfaJ'e t·han the feelings a,nu the

polif'~v of the Jllere paroehialist. When trade and
ill\·t·~tl"H'llts CHl'r,\· rrH'1l sf.ill further afield, inducing
a 1\ nO\\'ledge nnd all interest in the affairs of
fot'£'ign countries, the \vidcning of outlook and of
sylllpathy involved la.ys the basis of the cosnlO­
polit.ail, the t.rue "nH11l of the \"orIel." rl'his
~xr3nsjon of inter(~st nnd pclicy iH (~3sent.inl t,() the
Hll("CP~8 of the rnodern art of inVl~strnent, and its

P;Pfu'ntinl~ ttl polit,ien1 and social i rnpljeu tiOllS arp of the first
s n('f'('A~ in
mndpl'n Arf. of illlpOl'tn,nce in 1he hi~1.ory of lnodern civiliHut.ion.
)nVf'~t.mf.'nt I~or t.he Tneruh(l,r~ of one nation who have

iH\'('sted ('Hpital in a foreign cOllntry possess nil

intere~t. in pycryt.hiJlg that rnu)' happen in t.hat,

C'ountry to affect the securit.y ant] the fruetitieution
of their ca.pital. So far as any capital they may
have invested in their O\\·U country is concerned t

they ean, as indivjdn~l ('itl,,;ens or by cornbinaf.ion.
(\xert an appreciahle and definite influence in pro­
t('eting and lrnprovingit, ,,,here governlnelltal

Inftuencf' of ,,,~ans can be utilised. ~rhot1gh business lllPn
tb.' Rome 1 1 I I 1 ..]
Inv('~tor on tbe \\' 10 (' en.ve too C ose y t,() t. 1e prlnCJ]1 e "Our trade t

Productivity of I't·" J 1 . . J •
(' ....titnl. our po J ,Ies, lllny le ( nngerolls cltu~cns, \vor \ln~

for a. tnulp, or a ('] ass j n t.(\l'PRt in oppoRi tio!) to

th~ \velfal'e o,f til., nation'~, their intelligc'Jlce
and inlluenee \vill sprve upon tlH~ \vholc to safe­

gnard and ad \":1 ncr'· fliP "rodlu~t.i"if,.v of capital.
Apart fronl tilt' sjl(\('inl trn<lf~ illt,~n\st~ \vhi('.h th~

PlJ II 11 pon a. tar itT (),.. :-\0 IrH ~ part ic til a ,. pol it''y ()t
pnblie expcndifurp 'Hay invol\'('~ t,hey "rill he Sllp..
porters of good ordpr, {'ducation t nIlU jJuprovecl
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efficiency of labour, u,lld public development of
the natural resources of tohe conntry. 'rhis would
be the normal attitude of the enlightened capitalist.

\vith invest.Jllcnts of various ldnds in different

part~ of his o\\"n eount.ry.
Now the cosnl0politan investor \viII have the

sn.lne jllterest in the gooii ord(~r and development

of the t'ollntries \vhere his capital lies. But not
hning a citizen of those va.r.ions states he \vill not
be nhle to exert the sanlO Hort of direct influence.
'l'hus as the ruunbers of these cosrnopolitan Neoessity or

, lldequate
capitalists grow und their sta]\.cs in countries not !)Iowction for

• - . Capital invE'sted
t.hell" (nvn are larger and Jnore varIous, the abroad.

urgeney of building lip Horne international polit.ieal

rnachinery for protceting and pronloting their
scattered interests hecnnles continually more
,evident.· Ho far as forejgn iu\restrnents depend
for their safety and suc('pss upon loeal eonditions
a.fl'f'(~ted hy J!OV~rlln,cnt t.liere \\,ill he a const.ant
gro\ving terHl,~n(~y for invPHtors to spch toiHflupnce

that fOl'('ign g()\~ernlnent, either privn.tp)y or by -Mpthods of
. - . obtn.lning

the dIplolnal'y 0)" foree of theIr o\vn government. (:onceA8iol)s

E 1 f' ) . t '.. t' 1 from ForHign• xarnp es () sue I prlva e III Iler-ven ·Jon are t le Govprl1ments.

nUlnerOl1S cases \\'h~re foreign syndieates obt.nin
concessions for ra,ilrondH, Inilling or other cntcr-

pris(~s by pcrHonal negotiation \"jUJ t.he goverll-

rnent. of n. eOllnf;ry \\'ithout the assistallce of thpir

O\VIl goverlllncnt. 'rile hi:->t<>ry of Ute ~l'ran8vaaJ

and lthodesia, of (thina, Jt~g.vpt.. ])(~rHia is full of

"uulern ill~taIH'PS of private capitalisf.ie negotju-

tions \vith forf'i~" govprnrnenf;s.

J3ut in r~e{\nf t.itHes investors Illore frequPllt.ly
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utilisp t.lle diplol.naey of their governnH~J)tto aSRist
(;Itern ill t.heir negotiations for such concessions,
3 nd the course of foreign politics, especially in
the E'ar I~~ast and in South America, turns nlore
an-l lllore upon this eornpetition of the pressure

of foreigH govel'nrnents on behalf of groups of

investors. Where investlnent8 havo been thus
effected. \yhether \\'it-h or "'if:hout go\,prnrneutal

})nlitj":d aid, tho for(~ign stakp in a count.ry is rtl,,-nys liable
infhlf'nC(' of
Inv~,.torft in to invo"'(' tl)(-~ intnrvpntion of It foreign govern­
rorp.iKII
Count.riefol. fltent if t.ho secul'ity of the investeu capitnl jg

t,h ri'atpll(\(l by it Ih~g(ld rni~goverllnlent. SOIHfl­

filllt·~,indt,pd, thp pr•. lHsllro of invest.ors leas taken

shape ill pri rn t(~ force for the ~lIb~titu1,jlln of a.

~ovprIHllent, Inore 1illH~nuble to th(lj,. Tllann:~t~lllnllt,.

'rltis has nSHnlly happened \yhere foreign in\'e~t­

I,,('nts have bef'1l accolnpnllied by a cOllsiderahle
Jtli':.~l'atjnll 01' fon·ig'll rpsidcllfs tljrc('tly il\t~r{,8L~d

if! flip cnpital. '1'IIt) eJa'3sicnl insfance of sueh an

ojH'raf.io" ill rce(~lliJ tillH~~ is tlH~ ;Ju·ln('~on raj-I.
Thl' '['raIHHauI} ~,d, t.h,· ',vJ,nh' hishJrY or the 'i'raf)~vaal durilJO'
a .ld tlna.ncial .. h

(lrp~8Urf'. filt.'. d('I",d,1 pn'('('(ling tile Routh .African \raJ' is

illtl~trnl,ive of the pr<~ssure brought to bear tJpOIl

a t'O)'l·igll go\"('.rlll11t~l\t, hy priynte groups of finan­
('ipn, for tllt~ protpction and ilnproVClnent of t.heir

in,.'p~trll('nt.", nlost.ly hy per~onal negotiationR \vith
In i Il ist.er~, hut pH rt ly hy cI ipIOllU},tic pf(~S~lIre of

th(\. Il~\lrop{'an ~~o\'t'rl\lUents.

:\~ l'o1'pign tra.d(~ and foreign investnlf~"t

fulv(luCt' it hP,('Olll('S a lllore illlpOJ'tant and rnore

11':(' f" I rtJ I\(,tinn 0 f ("'very go",crll 111PJl t to t.ry to

H(\('Ure for it;.; eit iZ('lls HP\V Ina.rkets for t.heir !~OOdH

POI,ITJC.\ f. ,\ \"1) SOC'I.\ IJ IN1"LC J·:~(;~S. 1'''1,("
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and for their eapital, ann to elnploy p,'JhJic
diplolllaey and foree f;o irnprovn thf.V rnnrl,cts

alr('ady ~~ot and tho (~npital already inY~sted. ;\F;

n llnn,her' of ('ivilise<1 nations enter fllore largely
and on tHorp eqnal ronditions into foreign tnulf'

and foreign iJlVest.IJH~ntH, the foreign policy of

their govcrlllnpnt~ i:-; nHu'e dirC'ct,ly and eonHeiously

(·"gfl.~~ed in looking- aft,fH' LheHe cOlrllllercial nnd Polit!(':l1
, . rp-lahoJlft of

fi IHl.!lCial interests. .I\ot l)lpn" V are definltel v Ooverllm(~!lt~

, Itt' f' 1 " tl tl . " illflueneed hyeOUlInel'put ..rea 'Ie~~ Oflne< to luI' .. H't Jef,,(' Ill- Ii,uuwiai

tercBts t hut. the political rplat;ions bet\reCll nations ('f)nt)i(h~ratioI1A,

are jnflncuecd, often pr~dolninallf.ly, hy cOfl:-{jdcra.-

tionR of fiJla ..}(~e. ]ttl~Hja'H polit.ieal alliarH'eH, to

Hurne a notorious ease, have bePH dictated ill the
rl'anke~t llUlllner hy Ute nf'ces~if,y or puhlic 11)an8.

Ihrl. \\-here tl,e ),orrf)\\"illg country dop:; not

ra II k on a pol iftiea 1 le\.'pJ \\'i t.1l the c)'(~d i tor counlry ,
the ,"ore lJsun I cast', tilt' i 1t\'('st,lllPnt. hOlld ('orn­

JllOflly Ipads not, (,0 all alliallce hilt to :';011l0 cloHt'r

political ('ont,'l'ol. \Vhern thu ('it,ii':(\II~; or a 1'0\''''1''

ful ad\HIH't'd stal.(~ I,a\'(' ill\'('sted larg,\ly if: a

\\('ak('r hack\\'nrd sl:af,f'. ('ith~J' in ;1:-; puhlic rlJlld~; f:ov~rfln'f'nf.
.' '. ifltf'l'Vf'lItioll ,til

Or' hy \va)' oj pl'I\'atp ent"l'pI'lH(', {.Iu'rp, (,Oll~t:ttlf.l'y i .. ·hnlf of

nri~·a~ olll)l)rtlllll;f,it'S for tilt, illv('stnn; to I)rcs~ thnir tForf'igt'"
, tI\f.lS.tH'S.

g'o\,(\rllttlc"llt to iutlerfcl'e \vith tlte :~'C)\'c'r"IIH"": of
the, ba('I\\\"anl state' on thc'ir h('l,aIL ']'IIt' pro,.

r'('rtlit'~ \\'11;('11 repn'sel't liIH'SO inynsfnH'nts IHay hf~

aetually ill jf.'opardy, tho t'ornign gO\'pl'Illnpn f, rnay
refuse adp<}l1atc protection 0" ,nay (\\"(~I\ c(),,'i~eate

the ('api {'Ia I. [Il blJch caHes it is roeogll iHPd t.hai:

thp goverlllllcnt \vhose eif.i~~ns are thlls pJuIHlered
\lill intervenp. if it has the po\\'('r to do so.

POI,ITJC.\ f. ,\ \"1) SOC'I.\ IJ IN1"LC J·:~(;~S. 1'''1,("
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\VIH't'P flO H\l('.h aetual peril exists, there is n
natural tendency by luisrepresentations to secure
the int,erventioll of a st.rong governlnent, if it is
believed that the financial value of the shures will
be i,hel'phy ell ha need.

'].'IH~ gro\\'ing practice of the governnlent of
-.;trong ndvnllc~d capit,alist.ic nations to engag~

)l(ldrc" for upon the rnodern process of imperial expansion j~
Impf'rinl
Jt>qHtI1:-don ehiefly explained by the pressure of thp investing'
~~~e~~~oe~~,P. ef ela~8es forla rger and safer areas of profitable

invpstmcnt. Other' rnotives co-operate, the
j lnptlln(' to\\'ards ernigration and the natural
d~si rt~ to l\eep (~,n igrullt.s 11 ncler the flag-. the desire
for t-3ecure and preferential markets for the export
t.rade, for mere territorial nggrandisernent, or the
rnission of civilisa.tion. Rut the nlain driving
foree ,,"hich leads strong modern states to assert
political influence nIH] control over \\Teaker statpr-;

is the bond of financial investment. .As the
'fh" bond of pre8:4\1rf~ of surphlH capit.al beyond tl.'f~ natjon~.t1
Fh'ancinl
InvflRtmenl, ("unfUHls bpronles greater and proceeds froln a

nnrnbl~r of national ~ources, t,he nse of it.s goyern­
(uent hy each nn tional group of in\restorA hccomcs
l(lOrt' exigent a lid t.he cornret.ition for t.he best
ifl"p~tlncntq IJl<"I'O keen. Ro \ve see all ()\~er tho
\\"or1d. IHlt part;(~ular1)' in i\sia, fOl'(~ign policy
turning lnorp Rl:d J1101"(\ npon the aeqnisition of
~phel'es of preL.:rcnt.ial exploitation for raill'on<ls,
I tjlll k~. :t' 1(1 other de\"t.-'Ioprnellt \vork. l~y diploln­
at'Y ~ rnellaec, Hnd. j 11 the last reRort., by ft H'(~(' teach
gc.vernrnent, striV(lf; to obtain a C( proper share "
of p:.Leh np\\, field of exploitat.ion for its o\vn in
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vestors. l~~gypt, ,\sia !\'T i flO", :I lersia" (~h ina" R.
Anlcrjea, are prilnarily fields of invest,ment, and
the foreifJ"1l politic~ \\'h iell have rela1 ions to FinR.,wiftl

~ ('OIlRlderatiouft
such eount.ries llre prinlarily deternlined by the the Jlri~oipaJ

r. . I .l ' I ' , 1 l' I I 1 factor 10
IHunlCH1. ('OIlSU Cl'ntJOnR ". 11<." 111' \ III f. If' la(' \- FOl'oign poUe,.

gronnd of ev~ry nationn1 policy. 'rltongh other
factors, dynastic. racial. religiolJs, hurnnnitnriull.
ovprlay a11(1 of(ion ('oJ\<'(\n1 the play of fi nu neia I

Inotives ,no candid. 8tudf\nt~ of the f()r(,t~s ,vhj('h
havn brought the countries llaHH~d ahovn into the
sphere or interp~_~t or cont.rol or \\'egterll ]\)\ren~

can hesitnt;e to tra.ce thp dcterJninant nets rnninly
to finnncin 1 Cfi.llSPS,

At firsi; si:zht. t·his nppcnrs to iInply thn.t foreign
invesf;lnent-~ n,ff' of nee~R~it.y n disruptive influ
cnc~~. Jnal<ing- for \"ar, ()n the olln hnnd, t.hey

incite st;rnng nd \':11H'(',1 nntioHs to hring \vithin

their politienl ('ontrol, a,~ 8pherps of int,~l'est.,

prot,(\ct;orn tf~f.', or PO~Rf'RSions, those \\"pnk n nd 'l'h4' Jln~~ihilit.,.
of National

hne],\vn.rd t.'I..-itories ,\'hflrC their invesfors l,aYf' ('onftif't:

, I I . J" 1 ' ) fin oughacqlllr('( a lP o.vy capIta lstle sta {(..~, uSing \\' Hlt- j.'f)roi~n

j" t' 1" ,1nV('Rt·mt'ntlll.
ev(~rorcc IS neccsRary 0 ('OJnpnHS t. liS IIl1PPJ'IU I·-

istic (~tld. (lu tho othpl' hn 1,,1, fihny appear 1:0

engender ennlif,y n THI strif('. het\\'een t,l\(' J\l\\'erS

,,"hich eye ,,'it;h j('nlolH;y t.JH' f1 nancin1 prnser\"I'f-1

seized by one of 1.h011" llUlllhrl', :1.1,,1 arc dri rflJl t..~

hittf\r d iploTnat,ic qua rrC'Ir.; over ('a..h IlC\\~ proln iH"

ing arpn of in"(l~t.n)ent t:hnt sho\,'s on f."(~ filta,,~jal

hori7.on, n'Tororco, l'f~rsia, 1\1 anelnrria, C'hina.
" l\Todel'll \ra.n~~ nrc nhn()~t :1)) for Ilull'kf'ts " it. h:t:~

been said. nnd if \\'(' 11l1np f{):~('f It PI' ('')I'''III,,,,'i:1I
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and financial interests, it, is not far frolll the

1ruth.
'(,hi~ belli<.'o~e interpretation of inveRtments

~v"CJns ah~o to he Rllrrorted by the large part
ptayc(] hy govf~rnn1cllt.alloanH ernpJoye<1 to finarH~e

:tl'Jll:J.rIJPllts alld :!('f.t1:tI \\"nrs. ~o hnck\rnrd Rtatc,

HOl"pl'PJlJlflnt IHn\'evpr lar~(' in territory and in populat.ion, ('ould
loanR for war
purpmw8. PIlg'ng"e in [t (j,.st-('la:~~ lnod'.{rn ,'·af". or tnnl\f~ the

n(l('p~~Hry preparation for it. ,,,iUlOlll; tho tlH~ of
j n ~ ('rnai,ional creel it. 'I'he lIrgpnt nf'cd of ~t1eh

c'rpdit hns been, as \\"(~ hnve seen, n C'hief g'uiding
i tlflu(~n('n in the forf'i::rn poJiey of Russia. 'J'he
rnaehin(',',V of natiollnl and international invest­
rnpnt npP("\fI.l·~ to feed t.h(l \\'nr-Hpirit anlona- nations
h,\' canal.ling f,]u'ln h.\ ft1rlli~h tlH\'JlfH"\T(~~ \\'ith Jnor(~

~_~jgunt.ic· alld cOHtly instrument.s of "oar than they
('uult{ pr,)\·:idt~ o"t of the -elltT(\nt puhlie reY(,)lUl~.

nnd to \\"a.gc "·OTS upon a seale only renderetl
p('s~ibJe h.y the elaborate mc'chaniRlll of lnodern
credit.

'rh1ls it ,..-onId nppenr" that illYCst'llent, like
conlln~ree it~l~lf, inst<,acl of being a bond of peace,
tnay be a ~ouree of ~t.J"ife het\\'(,f'n natiOTlR. Cobden

t~(!1I(h'n'8 , too con fi<1en tly 1H,ld tlla t gro"'illg' eOlnrnercinl
mlf4takf\1I "H'W , "

rt'g,arding llttt.'reourso hf't \\'(~t~n the lnernbf'r:-; of' llifTerent
intflrtllltinnnt t' l··l]
(",n;1l1'\n~f~, na Ions rn\J~t :{oon Inn \f.~ \\"ar lt11POSSl ) e, because

the injnry to hoth nations attendant on a breach
of peace \vollld be so oh\~io\1s. 'l'he" fight for

Inarl<ets tt did not ('ntcr hiH rllind 3~ a pORc;ihiJit.y.
80 it Tlli:~ht Rcem that the nat,urally pacific tendcn ..

eip.~ of internationnl finance ean he perverted into
ill(·.'lldiary forces. In<.lectl, intf'rnational finan ..

POI,ITJC.\ f. ,\ \"1) SOC'I.\ IJ IN1"LC J·:~(;~S. 1'''1,("



POLITICAL :\!'U SOCl.·\f, Ii'\Fl.rENCES. ETC. ]] 1.

t ..icrs nrc 80nlct.inles reprt~~entpd as ghoul~ egging

on \veak but anlbitiol1~ ~overnTnent'R ,,,-it,)) tenlpt­
iug loans to furnish t.her))~elves \\·ith \\'ar~hips and
f,o ernhBrk upon perilous careers of nggression.

rl'hnre is \vit,hout douht: a In.r!!(~ fl)prnf'nt of truth
in t,heRC r~pre~pntati()nH of the a.:~grcs!-'ive and

provocative intlU(l'H'PR of intl'lrnnf·ionnl invest-
Tnent,. ']'ho1Jgh ,,'ar i~~ l\(':u·ly nl\rays injurious to J.}r.onnmic

, • 01 wPo]fol'n of
t.he eeonoTnie welfare of both nations t.hnt engage nation~ rf'tn:'d~d

. . 1 b f·t I" t ·tl· hy )'olitirnllTl lt~ t,lCJ'e rnn,v e groups o· capt ,n IS S 'VI ,1l11 Disf,Ul'bnnCOfl.

these nations, or in other nations, ,,,ho st.nnd t,o
gain by the expenditure ,vhi(~h \vnrs involvll.
rrhongh the Routh .:\ friean \va ,. ~o~t 0111· na tiOl\

enorrnOUR ~t1mB. n. fe,v groups of nlinin~ shnre-
holtlf'r~ ('n.I('lIlatc~d f;J.~y \\'onltl :!:t.in hy it. :lIu1 a
vcry fc\v perhapH dill ~ain.

Indeed, it lR not righ t. to Hhirl< t.he "pri I i"volvPd
in the llnstn hlp ana irrn tionn] reIn t,ions "'11 if l

)) Rub­
:-;i~f. ht:,t\v('PIl plIhlie alld In"ivat;p flIH1IH'('. No IOll:.r

as privat.e i Ilvesto.rs \\'ho ha.ve pui, tl}("\i,. en pita] j"

:til ill-goverlH~d and insec'urn counf.ry nt; rates of
interest '\vhich discount· t.he insceurlf,v ar~ f~nahled CauseR of

· nntional
to i n<1uce thoir 0\'·0 govPI·nrnent to spend t}H~ contention.

public mOJ)('Y in order to force n, better govern.
"H~nt upon t.he conntry \\'here tlleir ifl"~Htlnents

lie, the pressnre of hondhold~rs ,viII ('ontinue to
h(~ ft Aource of "-ar. So long as valuable l)f~\\" areaR

of inve~tm('nt are practically l\ept by governmentR.
a,s special }ll'eHf'n:,ps for eOlnpnnies of invpst.fH'~

~xchH~ively heloTlgin.~ tD t,ho llation \"ith polit,ical
('olltrol, Rll('h finn-nc',' \',ili hn provocative of ~trife

ht 'f.\v(\(ln nnti0l18.
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'I'he-sc arc the dpfeets anel dangers attendin~

the devl~loplnent of Jnodern finance up to the
present stage. 11nt the ne\v and ~rowing tenden ..
eieR of n. gUlluillPly international finnll(,~ HUlst con ..

tinually telld to ditninish thenl ann to Huhstit,ute
paeiflc Inatives. '.[,hough ('ohden ,,,'as too optim­

istic in at.tributing to the gTo\\'th of foreign trade
:40 early and so eon1plete an eflicaey as peace­
rnaker t he ,\'n~ eOl·reet in his judgnlcnt of the

Ff,>uriAhlng tendency. J.\ large II nd r(~gulnr trade bct\veen
t r ado the I r 'I l' f 1dl'Rirf' of ev(\ry rn{ltll JPrs 0 t,\·o nations (oe~ 1110l t·y t lC ternpf'r
natiol). of tllei ... g-IJ\'ernIlH~nts; a nat.ion hCRitates to seek

to injure a good Cllstoiller or to deprivo itself of

Ci goud Innl'l,et. for fllf' Hrtiel('~ it.s IJH\lld)f'I'~ IHa(~d for

hOlJ1C eonsuI" pfion nnd hOlHe industries. ~I.'his

genuinely pacifie innnence oll'!~i(~ts, pel'hapR ex-

cee{]:-";, the friction \rhich n1uy arise "'lH~re the
f:rad(~rs of t\yO countries seek through tlleir
govr'rnlnents to ~('('tlr(' n. nl0nopoly or preference

of HOlne neutral 1l1a ..l,et,. 1311t the erOSH o\vner­

ship of eapital involved in internat·ionaI invest-
Cro;..~ owtU'T· Inpnt is n far stronger ana stenc1ier pledge of
AhiJl of foreign .
invf'~t~d peace. \VheTl a gTOUp of lnYestors, all Inelnbcfs
Cnpital. f· ' 1 . t' ] , I d (t I

f) a HII)g- e Halon, I J ng an or rcrnUl ny t or t 10

l~ nitnd Rf:a t('~, Jnlt~ a large nnlonnt of capital int.o

devploping n hnel-:\\"anl or an inR('rure eountry,
tbi~ sort of f()rt~jgn investment nHlY induce an act

of aggres;;ion or ilnpcl'if.ll expansion \"ith tho

objeet of ilnproviug the investlnent, by obtaining­
political eOlltrol OV(lr th~ count.IJ7 in question.
13ut, ev{~n here thl~ tl'n(lellC',v ,,,ill al,,'ays be to

POI,ITJC.\ f. ,\ \"1) SOC'I.\ IJ IN1"LC J·:~(;~S. 1'''1,("
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gain their end by diplomatic or other pressure
short of war.

Where the international character of an invest­
rnent has been further luarked by the substantial
participation of investors of several nationalities,
there \vill not be either the same temptation or
the Bame ability to induce a government to bring oovernme,"t h

preS8ure D t e
pressure npon a foreign state in the interest of intereHt. 01

fi · fl· b }'iuanciers." nn.nClers, many 0 "·lom are not 1tS own 8U -
jects. It is true that occasionally co-operation of
several Powers, acting in the interests of inter-
national finance, has been attempted in China,
Venezuela, anel elsewhere. But the absence of a
close identity of interests, "indeed the probability
of conflicts of interest bet\veen the co-opcratin~

}~ower8, 1l1akes for pacific settlement. It is evi.
dently not the interest of a creditor country to
inflict upon a debtor country the enornlOUS
Inaterial injuries involved in mo~ern \var. While,
therefore, some grave insult or some policy of
confiscation prnetis"ed by a debtor country rnay
still bring a forcible intervention of the creditor
country, the international distribution of financial
interests renders evcu this less feasible.

An illustration of this is furnished by the easy
-way in which the United States, hy a firm parade The ~OD~oe

••• do(~trJlie In
01 ItS Monroe doctrIne, was enabled a few years operation.

ago to stop the several I~uropean governOlenty

whose 8ubjects had interests in Venezuela, from
. applying force to colJect their debts.

The l\'!onroe doctrine itself, indeed, has been
transformed in a, most interesting manner from a

~
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pol itica.l into a· primarily flna.ncial policy. So far
as Routh America is concerned, it signifies that
the United States furnishes a partial guarantee
for the security of foreign capital invested in the
south('rn republics, by l1nd~rtaldng the exclllsi,·e

d
MOnr?e d duty of' l{eeping public order and inducing \vould-
octrlne an .

th~ ~curity 01 be recalcitrant creditors to "pay up." Though
ForeilD l' 11' · I l' t. I' I" 11CapitA). t US 0 ) 19at,10n laS po 1 ,lca Imp lC3.tlons as \ve ,

it i~ primarily econolnic, tending to mark out, large
trnct~ of' South A111erica as special fields for
!\rncncan inve~tment. 13ut this financial protec­
t.orat.e. t.hus a~Rcrted hy n, first,-rate po,vcr, will
certainly nssist the general development of South
J\lncncnn re~ources through international finance,
n.n<1 hy securing these states against such fili­
bustering expedit.ionR u.s that of Napoleon III. in
1\[exico, or against the political alnbitions \vhich
Germany might otherwise have been led to enter.;.
tnin, it '\\'ill tend to keep the peace over a lar~e

nnd a turbulent section of the "rorJd in \vhich
European investors are very Ia.rgely interested.

I{ecent developTnents in the Far East are
making a.gainst the marl{ing out of separate

TrRiting Bphcres of trading and exploiting influence in
"Jlhf>l'(,~ of th~

Far EaAt. (~hinn a.n(ll\fanchuria for the traders and investors
of the several r~uropenn nations, \vhich \vas the
nccepted policy of the nineties. For though the
governrllent of each interested power--l{ussia,
J·:ngland, C'terlnany, l?rnncc. and the I!Hited States
-still manoouvres for rai]\vay and mining conces­
Rions for its o\vn syn<1icntes, there is no longer
any hope of t,he breal~-up and parcelling-out
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schemes of th~ period before J aran became a
recognised power. ~rhe new diplomacy for the
development of l\fanchuria shows constant now
shifts and cornbinations of politienl n,nd financial

bodies. 'J'he recent bl1Hine~s arrangement
bet\vecn RURsia and ~J npa.n for eal'rying forward 8

comprehensive rail\vay systell1 if successful Effect of tht'
, t R.u8Ro.,1 RpRneBf!!

would furnish a eonstant,ly solidifying baRis of railway ,Rp.heme
, OL For('lgn

peace bet\\1cen the t\l,~O hitherto opposed aggres- CUIJital.

sive pO\\?erH, \vhile t,he {inanee for snell a projeet

,vonId of necessit,y engnge the co-operation of
other European nations. For neither Russia nor
Japan can find the requisite capital out of its own
resources. 'rhe OrroHing policy, in ,vhic.h the
United Stutes has tn.l\en the lead, niming at the
constrnction of rni)\VaYR by an international syndi­
cate, though defeated for the moment, probably
represents the line to which events point in the
future, not merely for iVTanchnria, hilt for tho
larger Chinese probl(\m, whieh )"an){s as the
greatest capitalistic proposition of the near future.

'J.'he political brt"ak-ll]l of C4hina is no longer
indicated as It probable event. On the other
hand, the rapid strides nlnde in education and in
the Ht.udy of "'cstprn s("iollccs :llld nrtH is a Rure Inlllortnnt

t 'I· I· ~conomioprecursor ,0 ~rent ceOllomlC e H\ng~s, lnvo vlng an adVRnc~ in China

organised erulca.volnw to di8eover, develop, 3IH)· nse ()r(~Nh"dowed.

the vast nlinera] resources \vhich certain Chinese
provinces possess, and to construct the Dlodern
roads and manufa.ctories \vhich shnll hring this
vast population into the ring of civilised industrial
nations. 'I'hongh it is tolerably certain t.hat in
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this v.ork the business of administration will be
in the hands of the Chinese, the Oriental people
best adapted to a business life, the initial opera-

Ohina the tions of finance for some tinle to come must in-
future area. for
Capital valve a large flo\\" of capital from Europe and
Invc8tmflot. America. \Vhile the lTnited States, in her new

capacity of foreign trader and investor, turning
ever mt)re consciously to the J)acific for markets
and investment~, \,·ill probably apply a forceful
diplolTIacy to secure Asiatic business for the finan­
cial groups \\"ho govern the great republic, neither
they 1101' other \ve~t.crn peopleR will he able to
pnrsne a· selfish national policy very far. ~'or

when ,vorld-ronfidence in China as. a field of in..
vestment is once fairly established, the suclcage
of capital \vill involve internn.tional finance upon
a Jnrger seale than has ever yet been praetised.
This large joint interest \vill alford the snrest basiH
of pence, at any rate for a generation, in the For

International East. Though other motives, non-econolllic may
flnRnOf' in th':l· ,
Far Je]SAt, a eventually bring about an organised endeavour
auarantee of I I J: •
Peace. to· ex pc \\·e~tern contro, 11 nancJal as \vell as

political, froBl the ~'ar ]~ast, UJ1l1 to revert to a
separatist civilisation, a prolonged utilisation ot
\v(\~tern capital \vill afford the strongest guaran­
tees of a period of pacific c1evelopment, in which
all the creditor nations of the world will tal<e their
8hare of profitablo exploita,tion.

Imperialism, therefore, regarded as political
domination of lo\ver or backward peoples,
primarily impelled and directed by desire for
profitable trade, or in more recent times for profit..
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able areas of national investment, is changing its
character, especially in relation to South America
and the Far East the two most important field8 ImperlaJl.I.

, and ForellD
of financial exploitation. The distinctively Inv8atmentl.

political and na.tionftlist aspect is weakening and
giving way to an e~onomic internationalism exer-
cised with very little clirect assumption of political
control, the minimum in fact that is fonnel neces-
sary to afford good security for the international
assets.

'J~he entrance of the United Sta.tes to a front
place anlong foreign investors will probably con­
solidate this" tendency. For the early experi­
ments in American imperialism have proved
neither profit8,ble nor popular, and thou"h govern­
mental pressure may be carried far in order to
prevent the closing of foreign areas to American
trade and capitIs}, it is unlikely that the United
States will enter on any further scheme of terri-
torial aggrandisemcnt. A more or less formal
coalition of American republics under the hege- Forel.ft

Inv8..tment
mony of the lJnited States, and a naval policy polioy of t.be

· tl 1) °fi fi d t 1 · t f United State••In 1e aCI C, con ne () t Ie ma·ln enance 0 an
open door for Alnerican goods and capital, appear
to express t~e present interests and aspirations of
the ruling forces in the 1Jnited States. r:rhis
milder imperio lisnl is of a definitely pacific char-
acter, likely both to prOlnote good order and
de\"elopmcnt among the back\vard nations and to
assuage the jealolisicR of the great pO\\'erRo l Jnlcss
Borne reckless racial animosity should overpower
the operation of these economic motives, Great



Peacf'ful v.
warlike
methode in
Finanoe.
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Britain nnd the IJnited States, directing their
efforts primarily to freedom and security of invest­
ments in these great areas, ",ill act as the leading
channels for a finance which will become contin.

\u~lly Dlore cosmopolitan, 80 far as the ownership
of the capital is concerned. Thus, we recogniRe

Iftuternati°hnal ho\\· . in the relations bet\\"een advanced and bacl\:-
nanoe t e .

path to pe8~e \\·ard natiOJlR, the possession and utilisation of
and Govern-.. .
••at efBcien<'y. capItal, pla,ced by members of the forIner In the

countries belonging to the latter, makes more for
peace and good government in proportion as the

finanec gro\vs rnore distinctively international.
Not less stril{ing is the pacific tendency of

finance in the relations of the advanced nations
themselves. rna very stril{ing' book entitled
.. 'l'he (}reat IlluHion," the anthor dwells upon
the revolutionary change effected in the motives
and results of lvar by the advance lllade in recent

times to\vards a financial solidarity of interests

8tnong the capitaliRt c)aAses of the leading nations.

For the successful army of a European country
to invade a neighbouring country in order to raid

its treasure, destroy its fixed property, and kill ita
industries, would not nlerely be a bootless policy,

it ,,~ould be a suicidal onc. lror the damage it
"'ould inflict upon t;he finn,nee, the industry, and.
cornillerce of its 0\\"11 people, would be only second

ill extent to that inflicted on the enemy.
Suppose a victorious G-ermany army landed on

our shores, proceeded, after ancient usage, to

march on Londou and to loot the cellars of the
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Bank of England, the only substantial treasure
in the country,

" What would be the result of such an
action on the part of a German army in
London? The first effect, of course, would Etreot on

Britieh flO.Doe
be that, as the Bank of England is the banker of a. (Hrmaa

invaeion of
of all other banks, there \vould be a run on EOlt.ad.

every banl~ in England, and all would suspend
payment. But sitnultaneously, German

bankers, many ,vith credit in London, would
feel the effect: merchants the world over,
threatened with ruin by the effect of the
collapse in London, would immediately call
in all their credits in Germany, and Gernlan
finance would present a condition of Ch&08

hardly less terrible than that in England. It
is as certain as anything can be that, were
the Gerlnan flTlny guilty of such economic
vandalism, there is no considerahle institution
in Germany that \\"oldd escape grave damage;
a damage in credit and security so serious as Effeot of

. (JermaD
to constItute a loss immensely greater than lnyalion 00 it..

the value of the loot obtained. It is not own finance.

putting the case too strong'ly to say that for
every pound ta]<en from the Bank of J.~~ngland

(lerman trade \vonld suITer a thollsand. The
influence of the \vholo finance of Gernlany
would bl' brought to bear on the (lerlnsll
Governl}lcnt to put an end to a situation
ruinous to Gerlnan trade, and German
finance would only be saved fronl utter

collapse by the undertaking on the part of the
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German Government, scrupulously to respect
private property and especially banIc

"reserves.
Nor ",·ould the effect of ext.orting a heavy wa.r

indemnity be fraught with mnch·lighter risks and
da,ma~es to the victor. Suppose England to have
vanquished Gennany and to be in a position to
extort from her the full costs of such 8 war:

•• What would be the financial effect
throughout the world of draining Germany
of, sa.y, five hundred million pounds in gold.
In the attempt to secure this gold widespread
and ruthless borrowing would have to take
place on the part of· German financial insti­
tutions. The bank rate would go up to such
an extent that the recent Wall Street trouble
would not be a circumstance to it. But a 7
or 8 per cent bank rate, prolonged throngh­
out Europe, would involve many a British
firm in absolute ruin, and a general loss enor­
mously exceeding five hundred million
pounds. Such would be the condition of
things throughout the world thn.t the leaders
of finance in London, \vhich is the financial
centre of the universe, would, it is absolutely
certain, t.hrow all their influence against, not
for, the exaction of n. great indemnity from
Germany."

.I':ven R\lpposin~, that, t.o avoid the patent
folly of such It Budden operation, the paynlent of
the indemnit.y were spread over some ~'ears, the
dislocation of world finance and a particula.r
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injury to the finance and business of England
would ensue, while the heavy taxation which
Germany ,vonld be obliged to impose upon her Increased

. taxation for
people ~·ould crtpple her power as a large War lndflmnlty

customer of British gOOd8~ retard her industrial purpOllel.

development, thus reducing her supply of the
goods our people wanted to buy from her, and
\1J."ould prevent her from applying her share of
capital in opening up Routh America and other
(~<nlntries \vhosc developlnent is 80 heneficial to
our commerce and our investments.

Every decade the linkage of financial and com­
mercial interests across political frontiers grows
80 much stronger and more complex that tho
direct material recoil of war bt.~colne8 graver and
more obvious. Nations in the modern business
'''arId cannot, any more than individuals, live to
themselves nlone. lVlodern finance is the great
aympathetic sY9tem in an economic organism in
which politi(~n.l divisions are of constantly
diminishing importance. Of course, so long as
governments, and the public force and llloney
which they handle, can be utilized by private Tendenc, 01

• • • Modern Finance
syndicates, elther to procure.profitable cOnCCSSIOllR towards Peaoe.

or to improve the marl{etable value or the yield
of properties in foreign lands, the political factor
will be liable to be introduced in en'lergencies.
Investors, like traders, \vill tend t.o group them-
selves on such oceasionf; under their flag, striving
to cover their profit..seeking deals under some
cloak of na·tional policy. But so far as the
relations of the civilized powers ,,·ith one another
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are concerned, the growing community of business
interests, ,vhich the international web of finance
involves, is the 1l10St solid pledge and the aptest
instrument for the preservation of peace.

It will, no doubt, be justly said that our argu­
1l1ent assumes for its full efficacy a larger measure
of reason and of ca.lculated policy than history
discloses in any nation, that nations goaded to
fury by solne insult or deluded by some reckless

lo~c;~8:ng cOAt state~H·nan, lll&y throw the plainest dictates of self­
an aRHurance interest to the \vind, risking all the damages
of .reatt'l'
Peace. . \VhiCh ,ve have enu111erated. But as the cost of

war increases, there is good evidence that nations
are 1l10re apt to count it. '1.'he appalling ruin
\vhieh 11 \var bet\\Feen great I~~l1ropean po,,'ers
,,~ould bring, not only to the participants, but to
the bystanding nations entangled by innumerable
bonds of business \vlth one or other of the com­
batants, is sufficient.ly ,veIl realised by the solid
business classes in every nation to yield a very
potent public feeling against ,va~. It is this
reasonable c3ution that, far more than any
IHllna nit.y or tiJnidit.y, has given, through 'l'he
llagup ('on"cntions and t.he gro\ving use of arbi­
tration, sl1hsta nee t.o \\"hat, a generation Kiuco,

OODAoJidation \\·ere hut vngue and pious aspirations of philan­
of I- inancial
IDtt'r~8tA thropi~ts. rrhat \\"hich ('1hristianity, justice, and
oPPo8ed to
Warfare. hUJllane sentinlcnt have been impotent to accom-

plish throu~h nineteen centuries of amiable effort,
the growing consolidation of financial interests,
throngh bourses, lonns, companies, and the other
lnachincry of iuvestlnent, scenlS lil\:ely within a
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generation or two to bring to consummation.
namely, the provision of such a measure of effec­
tive international government as shall render
wars between ~reat civilised po\vers in the future

virtually iOlpossible.

Not Inerely It handful of great finau('iers and

merchants have important interests in other
countl;es whose safety and prosperity they there-
f ° "'1 ] f °d II· . ° Cosmopolitanore pnze. .1 lOUSan( S 0 lUI (lng cItIzens, ~haracter of

manufacturers, tradeSIncn, professional nlen, even FI:1oreicn
. nveetors.

clerJcs and en\ployces, in England, Gerlnany,
United States, or France, have interests, as
owners of securities, in the ,,'clfare of one

another's country. A rnpture bet\ycen any t\"O
or these countries \vould ("orne houle at once to

active business tnen.in every city or to\"\'n of Great
Brita.in or of (}crlnany as a darnage to their out­
lying properties. l~or Inodern international
finance nleans that Germany, as nn eeononlic

asset, does Hot belong entirely to the Germa.ns,
but that pal1,sof it heJoll" to Britons ,vhjl~ parts PR~if'(~ qlla~iti(,9

h , oIInt,.. rna.tlonal
of 13ritn,in, on f.he other hand, belong t.o Gerrnans. IOv6stulenl.

Both, moreover, a.re largely interested in securities

in other countries, all of \vhich are liable to sufTer

damage if (i-crnullly and 13ritain fJuarrelled \vith

one another, or failed to exert their joint influence
to b.-ing otIH'l" qlIarrelli ng un t,i()l1~ to a pneifie

settleluent of their disputes. \Vhnt applies to
the case of (}ernlany and Great Britain applies,

of course, wit,h varying degrees of intensity to the

relations of other I){)\\"crs. In ouo 01· t\VO
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instances, as that of France and Russia, the direct
financial bonds are so tight as to malce a rupture
incredible.

But everywhere the gro\vth of a network of
direct and indirect financial interdependency offers
a considerable guarantee for peace. 'rhere will

The- h(l8t~i1fl doubtless remain subordinate though not incon-
.1.mf'nt 10 • .' ~ •
FinaneI' in the slderahle, Inonetary Interests V\'hleh feed Inter-
minorit,. national hostility, financing debts for military and

naval equipment, sustaining the shipbuilding,
gunmaking, and other industries which live on
profitable government contracts for armaments,

-or seeking speculative profits through the violent
oscillations of credit brought about by strains -of
international relations. But, perilouB as is this
play of interested or reckless finance, it has les8
power than is sometimes a.scribed to it. For even
those interests which thrive on armaments and
international unsettlelnent would generally be
losers by n.ctual ,var, and will help to pull up on
the brink of such a precipjce. The main current

)oVflI1Wre·. of finance, drawing its sustenance from the
nflt\d of ..m~Jf~nt.. . • •
OO"Y.foment. securlt.y and productiveness of transport, Indus...

trial operations and material development of civil.
ised life in the various countries of the world,
dernands peace and stability of government as
f1 rst conditions of. its free and profitable flow.
War, fear of war, and political unsettlement, on
the one hand, retard the growth of Burplus wealth
out of which savings ran be made, checking the
stirnulusto create capital, upon the other, limit
the areas of profitable investment, and reduce the
efficiency of the \vork of \\'orld-development which
international finan(~e exists to carry o.n.



Article 9

CHAPTER IX

THE OPEN DOOR

So far I have discussed the New Protec­
tionism as a complicated form of folly.
But it is more than that. I t is a crime-I
had almost written the crime - agains~

civilization. For its effect, as its intention,
would be to perpetuate the present strife by
stamping the divisions made for war upon
the world of commerce afterwards. Whereas
the whole trend of civilization has been to
bind the peoples of the world into closer
unity of interests and activities- by tIle grow­
ing interdependence of commerce, these pro­
posals are directed to a reversal of the
movement. Not merely do they seek to
cut across the whole delicate network of
commercial and human intercourse. hut they
make precisely that severance which is most

118
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injurious to the future of humanity. "fo
break Europe into two llostile and rival
economic bodies, intriguing against one
another in all the neutral countries of the
world, would be to endow with permanency
the political system of contending alliances t

which has been the chief cause of past in­
security. Ttlis political antagonism would
be loaded with economic interests whicht

once established, would be very difficult to
displace. The question of the jllst deserts
of Germany and the desire to impose upon
her economic punishment are not a real
issue. For we have seen tllat the constitll­
tion and working of modern commerce are
such as to disable Protection, ~r other modes
of cOlnmercial severanc~, from inflicting any
injury which does not .equally recoil llpon
the party inflicting it. Nor are the private
sensibilities and animosities of Britons who
desire to have no commel'cial dealings in
the future with Germany in question. No
trading firm or individual in this country is
precilldedfrom puttillg into operation on his
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.own behalf a complete boycott of German
goods. It is his desire to impose his policy
upon other firms and otller persons, who
may still wish to seek their advantage by
buying and selling in the best market that
is in question.

'fhe adoption of a State policy whicll, by
stopping all healing intercourse between the
members of the belligerent grollps, would
keep' alive and exacerbate all the bitterest
memories of war, would be 110thing short
of treason against the cause of civilization.
For commerce has 'always been the greatest
civilizer of mankind. All otller fruits of
civilization have travelled along trade routes.
1'he caravans which crossed the great Asiatic
plains, the boats which conducted the earliest
commerce up and down tile great river
courses, carrie'd the first seeds of science,
religion, art, law, and of mutual understand­
ing and good-will, among ever-widening
circles of mankilld. Cut off commerce, and
you destroy every mode of higher inter­
course. Substitllte commereial war for fre..
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exchange, and you reverse the current of all
civilization and drive back to barbarism.

'!'he full pacific virtues of Free Trade and
tIle constructive policy which it requires
have seldom yet been recognized, even by
professed Free 'I'raders. 'fhis is due to a
failure nllly to appreciate the profound
change that has come abo~t in the economic
internationalism of the last half-century.
Trade, in its simple meaning of exchange
of goods for goods, does not cover the new
industrial, commercial, and financial rela­
tions between members of different countries.
Cobden VlRS admittedlY,mistaken in thinking
that the perception of their obvious self­
interest IDust rapidly lead all other nations
in tile world to liberate their trade as \ve
had done, and that this universal Free
l'rade wOllldafford security against future
war. His erro.r ~ay in failing to perceive
that, though the interest of each people as
a whole lay in freedom of commerce, the
interests of special groups of traders or pro­
ducers within each country would continue
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to lie along the lines of privilege and pro­
tection, and that until democracy became
a political reality these organized group
interests might continue to mould the fiscal
policy of their several States.

But tllOUgll this consideration has retarded
the pacific influence of commerce, it has not .
been a direct and potent influence for inter­
national dissension. While tIle refusal of
nations to open their markets on equal
terms to foreigners retards and chills fri'end­
ship, it does ·not normally promote hostility.
It is the struggle for colonies, protectorates,
and concessioI1S in undevelope(l countries,
that has been the most disturbing feature
in modern politics and economics. ~'oreign

policy in recent decades has more and ·more
turned upon the. acqllisition of business ad­
vantages in backward parts of the world,
spheres of commerce, influence, and exploita­
tion, leases, concessions, and other privileges,
partly for commerce, but mainly for the
profitable investment of capital. F'or it is
the export of. capital, :the· ,,'ider and more
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adventurous overflow of the savings of
the capitalists of the developed V\Testern
countries, that constitutes the Ilew alid
dominant factor in the modern situation.
Larger and larger quantities of capital are
available for overseas investment, and
powerful, highly organized firms and groups
of financiers seek to plant .out these savings
in distant lands, where they can be loaned
to spendthrift monarchs or ambitious Govern­
ments, or applied to build railways, llarbours,
or other public works, to open and work
miIles, plant tea, rubber f or sugar, or to
serve the gelleral money.. lending operations
\vhich pass under the name of banking.
l\1any hundreds of millions of pounds
during recent years have been flowing from
the creditor nations of Europe iIlto this
wort, of "development," which forms the
Inain material ingredient in what is some­
times called the "march,u sometimes the
"mission," of civilization among backward
peoples.

It is the competition between groups of
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business men, financiers, and traders, in the
several nations, using the offices of their
respective Governments to assist them in
promoting these profitable business enter­
prises, that has underlaIn most of the
friction in modern diplomacy and foreign
policy, and has brought powerful nations
so often into dangerous .conflict. 'fo
prove this statement, one has only to name
the countries which have been the recent
danger-areas: .Egypt, Morocco, 'l'ripoli,
Transvaal, Persia, l\1exico, China, the Bal­
kans. Though iIi every case other considera­
tions, racial, political, dynastic, or religious,
are also involved, sometimes more potent in
the passions they evoke, the moving and
directing influences have come fronl traders,
financiers, and bondholders. 'l'hrough the en­
tallglements of Anglo-Frenell political policy
in Egypt runs the clear, deterlninant streak
of bondholding interests. The kernel of the
Moroccan trouble was the cOlnpeti'tion of
the Mannesmann and the Schneider firms
over the "richest iron ores ill the world."
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Mining financiers moulded the policy of
South Africa towards annexation of the gold
reef. 'fripoli was in essence a gigalltic
business coup of the Ballco di Roma. In
Mexico history will find a leading clue to
recent disturbances in the contest of two
commercial potentates for the control of oil­
fields. Persia came into modern politics as
an arena of struggle between Russian and
British bankers, seeking areas of profitable
concessions and spheres of financial in­
fluence. In China it· was the competition
for railroads and for leases and concessions,
followed by forced pressures, now competing.
now combining to plant profitable loans.
'!'urke·y and the Balkans bec~),me an incen­
diary issue to Western Europe because
they lay along the route of Germall econo­
Inic penetration in Asia, a project fatally
antagonized by Russian needs for "free"
Southern waters.

The pressure of demand from organized
business interests for preferential economic
opportunities in backward countries is the
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driving force behind the grievances and
aspirations of thwarted nationalism, political
ambition, a'od imperialistic megalolnania.
A recent writer- has thus condensed these
facts of history: "It is essential to remem­
ber that what turns a territory into a diplo­
matic problem is the combination of natural
resources, cheap labour, markets, defence­
lessness, corrupt and inefficient government."

If the Free Trade policy is to fulfil its
mission as a civilizing, pacifying agency, it
must adapt itself to the larger needs of this
modern situation. Free '!'rade is indeed the
nucleus of the larger constructive economic
internationalism; but it needs a conversion
from,the negative conception of laissez .!aire,
laissez aller, to a positive constructive 6ne.
'.rherequired policy must direct itself to
secure economic liberty and equality not for
trade alone,. but for the capital, the enterprise,
and the labour, which 'are required to do the
work ·of development in all .the backward
countries of the earth, whetller' those CQUD-

'" Mr. Lippmann, "The Stakes.of Diplomacy," p. 98:
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tries "belong to" some civilized State or
are as yet independent countries. 'fhis
fllller doctrine of tile Open Door, or equality
of economic opportunity, cannot, however,
be applied \vithout definite co-operative
action on the .part of Ilations and tlleir
Governments.

'l'his needs plain recognition. For to some
who have perceived tIle dangerous diplomatic
emergencies arising from the support given
by Governments to the private business
,rentures of tlleir nationals it has appeared
tile easiest escape to advocate a doctrine of
mere political disil)terestedness. Let Govern­
ments give tlleir traders, illvestors, and finan­
ci~rs, to uIlderstulld that, wllile they. are at
liberty to enter any business relations they
like \vith the members or the Governments of
other' nations, they are not empowered to
call upon their Government for assistance,
eitller in establishing or ptlshing SllCh busi­
ness, or in redressing any injuries which may
be done to them or tlleir property jnt,erests.
Such business, unauthorized by Government
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and undertaken for private profit, must carry
its own risks. V\Thy, it is asked, should
persons who have staked their property
in countries where they know the Govern­
ment to be corrupt, the administration of
law to be uncertain, the treatment of
foreigners to be unjust, and who presumably
have discourited these very risks in the
terlns of their in,restments or their trade,
be at liberty to call upon their Governments
to use the public resources of their country to

. rescue them from these risks and to improve
the value of'these private speculations? 'fhe
logic of this attitude appears irrefutable.
But the politics are utterly unpractical and
inconsistent ~ith humanitarian progress.
No Government has ever maintained, or can
ever maintain, a merely disinterested attitude·
towards the trade or other economic relations
of its nationals with foreigners. Govern­
mellts admittedly are concerned with the
industry and commerce, foreign as well as
domestic, 'of their. respective peoples, obtain­
ing for that industry and commerce such
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conditions as nlay 'secure for private effort
and enterprise the best results. In this
capacity they have always been accustomed
to use tIle diplomatic machinery to secure
for their " national" trade such liberties and
opportunities in foreign lands as are attain­
able by arrangement with foreign Govern­
ments. Most of these arrangements consist
in the removal or abatement of legal, fiscal,
or·. other "artificial" restrictions, or in pro­
moting the general safety of life and pros­
perity of their nationals. 'fhis work, done
by diplomatic intercourse, special treaty
stipulations, consular repl·esentations, etc.,
is work ~one ~y the 'State for the interest of
the public as a whole. It is designed to
strengthen and improve the commercial and
other relations between the countries in
question. But since this business is, in fact,
conducted by certain firms 01' persons, whose
interests are particularly engaged in it, the
benefits of this State action are directly and
chiefly reaped by the~, and come Ilome in
enlarged private gains. But no one can
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advocate the 'total abstention of Govern­
ments from this work, on the ground that
its direct gains are not equally distributed
throughout the nation, btlt are of more
advantage to certain individuals and classes
than to. others. 1"he general effect of this
consular ao'd other Governmental action is
to secure larger and freer opportunities
for trade and investment for all members
of the nation capable of engaging in such
business, and some of the value of these
enlarged business opportunities comes home
to' the nation as a whole in its capacity
of a " consuming public."

I t is doubtless a more controversial issue
how far it is legitimate for a Government
to :employ political pressure to assist or
advance the particular claims or interests of
a firm or syndicate pushing a special financial
deal, or contract, or concession, llpon the
Government or people of a foreign country,
or to 'confer the semi..official authority of a
charter upon a company claiming a monopoly
of trade or developmental activities in some

10
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"backward area." But- these practices have
been so deep-set ill the grooves of llistory
that it is impossible to expect from any
State a simple policy of renunciation.. Blisi­
ness men have always looked to their Govern­
ments to ,secure for them fair or, if possible,
preferential opportunities in business with'
foreign countries, and they have never looked
in vain. Upon the whole, it would be urged,
this policy of pushful business, aided by
political support, has made for enlarged and
freer commercial intercourse, and has been
essential in the work of developing distant
markets and more remote reso·urces. I t is
inconceivable that Great Britain or any other
civilized nation would be ,villing to renounce
such political aids while other nations still
retained them. Is it more conceivable that
all Governments by simultaneous agree­
ment should stand aside, giving no more
support to their nationals in foreign trade
or investments ? Yet nothing can be more

.certain than that this competing support of
Governments to foreign business enterprises
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of their countrymeJl must, if it continues,
ripen new dangerous diplomatic situations,
and form the substance of conflicting foreign
policies and competing armaments. No
League of Nations, no Hague Con,'entions,
or other machin~ry for settling international
disput~s, are likely to furnish any reasonable
security for peace or for reduced armaments,
ullless this problem of conflicting interests
in the profitable exploitation of new markets
and backward countries can be solved. Now
there is onlyeone line along which solution is
possible. We caIlnot revert to strictly private
enterprise, Governlnents looking on with
fol~ed arms, while private companies, with
armed forces of tlleir own, fasten political
and economical dominion upon rubber or
oil or gold fields in Africa or South America,
enslaving or killing off the nati\'e poplliation,
as in- San Thome or Putumayo, and using
:up the rich natural resources of the country
in a brief era of reckless waste. The only
alternative is to advance to a settled policy
of international arrangement for securing, .if
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possible, that this commercial and develop­
mental work shall in the future be condu~ted

on a basis of pacific co-operation between the
business groups ill the respective countries
under the joint control of their Governments.

This process of economic penetration and
expansion cannot stop. As more nations
advance farther along the road of capitalist
industry, the overflows of trade and capital,
seeking more distant and more various fields
of enterprise, will be stronger in their pres­
sure. This pressure has been the driving
force in .the modern Imperialism of the
W estern na~ions, stimulating them to dis­
cover "spheres of legitimate aspiratioll,"
" spheres of.. influence," "protectorates,~t

" colonies," "places in the .sun," and forcing
their Governlnents into dangerolls situa-.
tions. rrhe process cannot stop. But it
may be possible to extract from it the
poisonous sting of' international rivalry.
Why should not these necessary economic
processes of expansion and development be
carried on by pacific international arrange;.
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men~s 1 1'he germs of such arrangements
are to be fOUDQ in the Congo Conference of
Berlin in 1884..85, in. which were repre­
sented England, Germany, A ustro-H ung'ary,
Belgium, Denmark, Spain, the United
States, Fran~e, Italy, Holland, Portugal,
Russia, Swede-n-Norway, Turkey. " 'l'his
Conference stipulated freedom of COlnmerce,
illterdiction of slave-trade, and neutraliza­
tion of tile territories in the Congo district,
and secured freedom of navigatioIl on the
Rivers COllgO and Niger."* A somewhat
similar international agreement was made,
first in 18RO at the Madrid ConveIltion,
afterwards in 1906 at the AIge~iras Con­
vention for the economic internationalization
of Morocco. rl'hough in the earlier Conven­
tion ollly the nations imnlediately interested
were represented, the most notable outcolne
\Vas the extension to all nations of "tile
most·favoured nation treatment," hitherto
confined to France ~nd Britain. rfhe treaty
was signed by.all the ,"Testern European

* Oppenheim, Ie International Law," vol. ii., p. 7). -
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Powers and by the United States. Far
more explicit, llowever, were the provisions
for equality of ecollomic opportllnity fur­
sdshed by the Act of AIge~iras. It provided
not only for equality of trade, but for strict
ilnpartiality in loans and illvestments ob­
tained from foreign countries. Still more
ilnportant, the advant~g'e of international
over purely national control is shown in the
provisions made for protecting the legitimate
rights of the backward country which is the
object of econolnic penetration.

As to the public services and the construc­
tion of public works, the Act declared that
in. no case should the rights of the " State
over the public services of the Sheereefian
Empire be alienated for the benefit of
private interests." If· the Moorish Govern­
ment had recourse to foreign capital or
industries in connection with the public
services or pllblic ,yorks, the Powers under­
took to see that "the control of the State
over such large undertakings of public in­
terest remaill intact"; tenders, "without
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respect of nationality," should regulate all
orders for public works or the furnishing of
supplies; no specification for orders should
contain either "explicitly or implicitly any
condition or provision of a nature to violate
the principle of free competition or to place
the competitors of one nationality at a dis­
advantage as against the competitors of
another"; "regulations as to contracts
should be drawn up by the Moorish
Government and the Diplomatic Body at
Tangier."·

rrhis Agreement presents an excellent
Jllo'del for the larger policy ..of the Open
Door, in defining the economic relations of
the Governments and peoples of advanced
towards backward countries. If all backward
countries, whether under the political control
of some E'uropean or other "advanced"
State or still politically independent, were
formally recognized by COl1ventions of
the civilized ,Powers as similarly open to

* "Ten Yea'rs of Secret Diplolnacy," by E. D. Morel,
p.81.
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tIle trading and in\resting members of all
countries on a basis of economic equality,
with adequate mutual guarantees for the
enforcement of the treaty obligatiolls, the
greatest step towards lastiQg and ulliversal
peace would ha\Te been taken.

It would need, howevel·, to be supple­
mented and supported by other steps in
order to achieve the full policy of equality
of economic· opportunity and to safeguard
the interests of the inhabitants of backward
areas thus broug'ht witllin the area of
economic internationalism. '!'he substance
of the 0 pell Door policy ~ay be stated in
the following four proposals, which, in order
to be effective, sllould be incorporated in a
general ,!'reaty or Convention signed by all
tile Powers:

1. Freedom of access for traders an~ goods
of all nations to trade routes by land, river,
canal; or sea, including the use of rail
terminals. ports and coaling-stations, police
protection and othe~· facilities, upon terms of
eqllality. Countries like Servia or Poland
mllst ~ot be at the mercy of possibly hostile
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neighbours for commercial access to the out­
side world. The export of wheat· from
Russia and Roumania must not be impeded
in the future, as often in the past, by the
closing of the Dardanelles. No Power must
hold the keys of the Mediterranean or the
Pacific. 'l'he Panama and Kiel Canals must
~e placed on the same basis of free use as
the Suez Canal. No Power must reserve
the. right to close trade-gates at any time to
traders of other nations.

2. Equal admission to markets and other
trading facilities to be accorded by all Powers
to foreign traders in all their dependencies.

This provision (an extension of the existing
British practice) would leave it open to the
Powers to retain tariff and other protection
for their home markets. It would simply
preclude. them from extending the area of
Protection to colonies, protectorates, and
spheres of influence. Self-governing coloni.es,
already possessing and exercising full control
over tijeir commercial and fiscal policy,
would also be excluded from this stipulation.

S. Equal opportunities for the investment
of. capital in every form of business enter­
prise and for ful.! legal ·protection of all
property for members of all nations in the
dependencies of other nations.

4. 'l'he establishment of International
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Commissions to secure equality of treatment
f(jr tIle commerce, investments and other
propei~ty interests, of the subjects of the
treaty Powers, in all backward or unde­
veloped countries not under the political
control of any Power. Such Commissions
might by concerted action exercise a re­
strictive control over the nature of the trade
with "lower races," precluding, for example,
tile importatioll of aI'ms or alcoholic liquors.
'fhey might also exercise a supervising
authority over the loans and investments
made by financiers to the Governments or
private persons in these backward countries,
,and over the methods of business exploita­
tion clnl?loyed by the agents of the investing
companies.

Whether these Commissions should en­
deavour to interpret "equality of oppor­
tunity" by some process of apportioning
special spheres of ipterest and eIlterprise to
the members of the several Po~ers, or
whether they should encourage direct co­
operation in the work of investment and
development between business men of dif­
ferent nations, is a question into which I
need not enter here. But readers may be
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reminded that ~ontrol by International
Commission is no untried method of regll­
lating the diverse alld conflicting interests
of States. Four International Commissions
have been instituted for dealing witll qlles­
tions of navigation, on the Danube, the
Congo, and the StleZ Call~l. 'fhree Inter­
national Commissions have cOIlcerned them­
selves with questions of sallitation on tIle
Lower Danube, at Constantinople, and at
Alex"andria. 'l'hree others are concerIled
-with tile interest of foreign creditors in
'l'urkey, Egypt, and Greece, while a per­
manent COInlnission relating to sugar
bO\lnties was set up in 1902 by tile IJrussels
Convention.

Why should not some such machinery by
COlnmission be extended and endowed with
adequate administrative powers, so as to
form the nuclells of an efficiellt international
Govel'nment regulating those economic re­
lations between the advanced and backward
peoples which are the ITIOst dangerous callses
of dispute between modern Governments?
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'!'aken in conjllnction with the other
applications of tile Open Door, this direct
endeavour to give a positive construction to
the prillciple of equality of opportunity
would seeln to be the most feasible and
efficacious way of dealing with the gravest
practical problem of our time."

This policy I present as the true alterna­
tive to the reactionary policy of economic
nationalism urged by our New Protec­
tionists in the name of defence. '!'he true
defence, the only possible security against
future wars, is to extend and strengthen the
bonds of economic and human intercourse
bet\veen members of all nations, to remove
tIle causes of economic antagonism which
have llitherto bred dissension, and to substi...
"tute conditions of fair competition and fruit­
ful co-operation. 'l'he issue is indeed a
grave one. Are we to aim at breaking up
the economic world into self - contained

* A vigorous nnd well-informed advocacy of Inter­
national Commissions is contained in MI-, Lipplnann's
"The Stakes of l)iplomacy" (Henry Holt and Co.).
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nations, or groups of nations, not indifferent
but actively hostile to one another in all
parts of the earth, and incessantly engaged
in fighti~g one another by tariffs, boycotts,
Navigation Acts, and every weapon and
barrier they can command, reducing the
total productivity of the earth, increasing
the .difficulties of transport and commerce,
and enforcing the application of an ever­
growing proportion of each nation's wealth
to war preparations which ever tend to fulfil
the ~fearful purpose for which they are de­
signed 1 Or Rl1te we to trust to the salutary
effects of a Free Trade whicll has not yet
been adequately tried, and to the extension
of its principles to the new conditions of
international intercourse by the establish­
merIt of public international control and
guarantees? Place the risks and the diffi­
culties of this latter policy as high as you
choose, they fall immeasurably short of
those to which. the former policy exposes
this natiqn and the world. The path of
safety, as of opulence, lies in the forward
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movement towards economic internatio:na,l­
ism, not in a reversion towards, a national
economy which for a country witll our past
and present is impracticable, and, were' it
practicable, would be none the less a be­
trayal of civilization for ourselves and ·fOI'

hU'manity.



Article 10

POLITICAL SCIENCE

QUARTERLY

WHY THE WAH. CAME AS A SURPRISE

T HE war fell upon us in the sunlmer of 1914 as a terrible
surprise. Hardly anybody had believed in its coming.
A handful of dismal pacifists in the different countries,

pointing to the gro\vth of armalllents, had uttered their vaticina­
tions. Little knots of ardent nlilitarists with their business
companions. bent upon increased preparedness, talked confi­
dently of the inevitable day, forgetting to reconcile their
prediction with the preventive virtues which they attributed
to \varlike· preparations. But few even of these extremists of
either ~roup seriously believed that \var \vas imminent. There
were, no doubt, a few in Germany and elsewhere who in the
latter days believed in war because they had contrived it and
resolved upon it. But for our imnlediate purposes these may
stand out of the account.

It is this general surprise and the ignorance to which it testi­
nes that demand explanation. How came it about that people
of every grade of knowledge and intelligence were 50 utterly
blind to the real state of the world in the spring of I914? The
unthinking have chosen to compare the event with some catas­
trophe of nature or to dramatize it as a desperate crime of the
rulers of a sin~le nation. But though there is an element of
truth in both of these explanations, neither affords reasonable
satisfaction. For to make such a catastrophe or such a crime
seem possible, the whole world and the people in it must have
been greatly different from what we thought them. Yet there
was not one of the concrete issues which carried the seeds of
strife, not one of the deep-seated divergencies of policy, nor

337
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one of the fierce suspicions, hates, ambitions and cupidities in
which danger might lurk, that was not exposed to innumerable
watchful eyes. There was no lack of knowledge of the danger
areas or of the dangers which they held. But in spite of all
this knowledge the general sense of security was not seriously
shaken. It was as in the days of Noah but without the pretext
the people then had for not listening to the warnings of a senile
croaker.

This false sense of security ,vas the product of a habitual mis­
valuation of the contentious forces and the checks upon them.
The former were gravely underestimated, while heavily inflated
value was given to the latter. Bot~l errors are attributable to a
single cause, an excessive appreciation of men's moral and
rational attainments and of the part they actually play in the
guidance of individual and collective conduct. The doctrine of
the perfectability of man implicit in every higher religion,
coupled with a faith in the power of enlightened self-interest
to accomplish swift reforms in the fabric of human society, lay
at the root of all th~ liberal revolutionary movements of the
half century that followed the French Revolution. The world
was so constituted that everyone, in striving to preserve his own
life and to promote his own happiness, \vas impelled along lines
of conduct that conduced to the welfare of others. But he was
also a social being in feeling and will, capable of conscious
effort for the good of others and taking pleasure in every task
of mutual aid. Sometimes the stress was laid upon enlightened
selfishness, sometimes upon the social emotions. In either
case, human relations were believed to be grounded in ration­
ality.

The greatest moral discovery of the nineteenth century, that
man belonged body and soul to the natural world, and that the
whole ·of his life and conduct was subject to the reign of law,
had profound reactions upon social thought and policy, especi­
ally in the spheres of statecraft and industry. Though the im­
mediate philosophic fruit of this discovery ,vas determinism,
this rational creed had nothing in common with the paralyzing·
fatalism charged a~ainst it by orthodox critics. On the con­
trary it suffered at the hands of its chief exponents from an
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excessive fait~ in the power of man to mould his destiny, adapt­
ing and creating institutions for his wholesome needs and de­
sires \vith an ease and a celerity that made light of the human
heritage of habits and attachments. It is impossible to follow
the various currents of reforming zeal from Godwin, Shelley
and the youthful Coleridge, through the luore definite proposals
and experiments of Bentham, Owen, John Stuart Mill and their
philosophic-radical, ~hartist and social followers, without being
confronted by a belief in ma~'s power to be the arbiter of his
fate quite staggering in the measure of its confidence. Ben­
tham's contempt for history was indeed characteristic of his
liberalism, which demanded a liberation as complete as possible
from all trammels of the past. Though commonly coupled
with repudiation of existing religious dogmas, this nineteenth­
century rationalism conducted itself with the fervor of religious
zeal.

"fhe faith in reason rested upon two assumptions. First,
that reason was by right and in fact the supreme arbiter in
human conduct; and second, that a complete harmony of
human relations was discoverable and attainable by getting
reason to prevail in individual and national affairs. II Getting
reason to prevail" meant opening \vide the portals to knowl­
edge and removing the positive barriers of law, traditions,
prejudice and passion which blocked the play of enlightened
self-interest. This faith, penetrating alike the individualism of
Bentham and the socialism of Owen, may be regarded as a
practical mysticism, deriving its nourishment partly froln the
'philosophy of the Revolution, partly from the miraculous
technology of the new machine industry. If applied reason
can so immensely and so rapidly enlarge the bounds of material
productivity, cannot the same power beneficially transfornl the
entire structure of human society? Abundant wealth, equitably
distributed among the producers by the operation of inevitable
laws, would form the material basis of a new moral world. A
free, instructed people would cooperate in a hundred ways for
their mutual advantage. Though one of these \vays \vould be
the state, political democracy was not the chief concern. For
in the ration"al world the coercive arm of society would have
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little scope. The functions of the state were to be purely de­
fensive, directed to prevent the interference of one person with
another within the national limits and of one nation with an­
other in the \vider ,vorld of states and governments. The rea­
sonable will of individual citizens would preserve hannony and
promote social progress within the several nations and in the
wider sphere of humanity, if only free play were secured for it.
The state \vas conceived of as an essentially artificial and repres­
sive instrument whose operation should be kept at a minimum.
Hence it came about that the early socialistic proposals com­
monly gave the state the go-by and ba!ed themselves upon the
purely voluntary association of individual citizens. This limited
conception of the state imparted a certain unsubstantiality to
the radical and chartist agitations for an extc.nded franchise and
other instruments of political democracy. These agitations
were rather the indices of popular discontents, rooted in the
nliserable social-economic conditions of the working classes,
than a finn and natural expression of the popular will seeking
incorporation in the state. That is why these agitations were
dissipated in the mid-nineteenth century by small political con­
cessions floated on the rising tide of a trade prosperity which
gave relief and hope to the organizing artisan classes that repre­
sented the 10Yler strata of political consciousness.

There was in the mid-century no clear recognition anywhere,
save in a few eccentric or disordered brains, of the necessity
and feasibility of converting and enlarging the machinery of
governnlent into a means of so controlling industry and dis­
tributing its fruits as to secure a reasonable livelihood for all
and to remedy. the palpable injustices in the apportionment of
this world's goods. There had been plenty of shrewd and
trenchant exposures of the abuses of land ownership and of the
factory system with their related evils of unemployment, s\veat­
ing \vages, oppression of child life, unsanitary housing, poor
law degradation and the like. But though the state wa.s looked
to for supplying certain nli~or safeguards, the liberative tide
was still in the ascendant, and the free play of enlightened self­
interest in competitive industry was still the animating faith of
the friends of popular progress.
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This typical middle-class sentimental rationalism long suc­
ceeded in diverting popular self-government ,from all thoughts
or plans of economic democracy. Though Mazzini, as early as
the late thirties, had made his brilliant exposure of the futility
of a political revolution which left the keys of industrial master...:
hood in the hands of a new capitalistic oligarchy, neither the
mind nor the circumstances of any great people were ripe for
its reception. The nationalistic spirit, guided by bourgeois
leaders and ambitions, \vas a dominant factor in the continental
revolutions of the mid-century, and the economic communism
which flared up for a brief period in the large French cities
\vas in reality little more than an ill-prepared by-product of a
cooperative spirit which found more immediately profitable ex­
pression in trade-union and other non-political spheres of ac­
tivity. The early socialism, alike of Owen and of the Christian
Socialists of the next generation, must properly ,rank as a vari­
ant of this bourgeois rationalism, inspired with a lar~er measure
of social compunction and with a lnore conscious reliance upon
the forces of human comradeship. The deep sentimentalism
in which men like Kingsley and Maurice steeped their teaching
should not hide this essential truth. So long as the firm faith
in a natural harmony of interests, personal and national, oper­
ating either throl1~h competition or the private cooperation of
individuals, continued to be the prevailing creed of social re­
formers, there \vas little hope of effective organic reform. For
neither the harder rationalism of the Manchester School nor
~he softer of the early socialism was capable of yielding a
nutritious and stimulating gospel to the people. Its essential
defects \vere t\\'9. The first was this open and persistent cleav­
age between political and industrial advancement, serving to
enfeeble the democratic movement by removing from its scope
the most vital and appealing issues. The second was the
naively middle-class character of the politics and economics.
In national and still more in' local politics the new \vell-to-do
business classes \vith their professional retinue were obtrusively
dominant in all issues which touched either their pockets or
their class pride. Their dominance was not seriously impaired
by the several extensions of the franchise succeeding the Re-
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form Act of 1832, which first put them in the saddle. Their
superior wealth, control over employment, dominant person­
ality, prestige and organizing power kept in their hands the
levers of politics and enabled them with no great difficulty to
influence and manipulate the widening working-class electorate.
They continued to use this power so as to encourage the belief
that substantial -equality of opportunity existed and that per­
sonal character was everywhere an assured road to success and
prosperity, while they prolonged the career of liberalfsnl by
concentrating the party struggle on numerous separate little
liberative missions, conducted slowly and piecemeal, thus stav­
ing off the bigger organic reforms that were eme:-ging in the
new radicalism of the later half-century.

It was not a conscious statecraft, but the instinctive self­
defence of the bourgeois politician. A free scope for private
competitive enterprise alike in domestic, industrial and foreign
trade, with such personal liberties and opportunities of educa­
tion, movement, choice of trade, thrift and comfort for the
workers as would keep them industrious and contented with
their lot and with the economic and political leadership of the
employing middle classes-such was the prevailing thought of
the men who boasted themselves the backbone of the country.
It was not necessary or desirable to make it into a theory or a
system. For that process was rather a hindrance than an aid
to practice. Though able exponents of the theory presented
themselves, the ruling bourgeoisie assimilated only fragments of
the teaching. From their authoritative economists they took
a few convenient dogmas, such as the law of rent and the wage
fund, for weapons in their encounters with land ~wners, trade
unions and meddling philanthropists. Their political philoso­
phers and lawyers furnished a little rhetoric about freedom of
contract, personal rights and the limits of legislative and admin­
istrative government, with which they eked out a confined but
serviceabie policy for their dealings with the state. The larger
complexity of the philosophic radicalism never entered the
brains or hearts of these hard practical men who knew \vhat
they wanted and meant to get it. Even the simpler gospel of
Cobden, with its glow of moral fervor, had too much theory in
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it to prove acceptable to more than a little handful. His
lamentations over the desertion of his principles of cosmopoli­
tanism by the majority of those who heard him gladly when
he led them to cheap food and prospero~s export trade, are an
instructive testimony to the disinclination of the new dominant
class for any coherent social thinking. The fate ~f the social­
istic doctrines that later in the century displaced the mid­
Victorian individualism was very similar. Neither the prole­
tarian brand which German revolutionists had manufactured
from the materials exported from this country and reexported
a generation later, nor the superior academic brand com­
pounded of Rousseau, Hegel and T. H. Green, which, mixed
with ]evonian economics, nourished the young lions of Fabian­
ism, found any wide or deep acceptance among any class of our
people. This, of course, does not imply that they were neg­
ligible as impelling or directive forces in the political and eco­
nomic movements of the age. For though ideologists vastly
overrate the general influence of their ideas and iS11ZS in mould­
ing human affairs, the cumulative value of the particular
thoughts and sentiments and even forn1ulas which they suggest
to politicians, business men and practical refornlers, has been
considerable even in England, the country least susceptible to
the direct and conscious guidance of ideas. What practical
Inen take from theorists in Britain is pointers along roads that
circumstances have already opened up for possible advance.
Just as the theorizing of Adam Smith and Ricardo, working
through the agitation of the anti-corn law leaguers, drove Peel
and his politicians into a piecemeal free trade, so the new think­
ing on the positive functions of government led the municipal
reformers of the eighties and nineties to tackle with more con­
fidence their gas-and-water-socialism and still later helped to
remove some obstinate barriers to the development of national
services for health, education and insurance.

Although there is a natural tendency just now to overstress
every antithesis between our ways and those of Germany, it
cannot be denied that a wide difference has existed in the oper­
ative force of theories and systenls in the two countries. The
disposition and the habit of working from thought-out purposes
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through plans to concrete arrangements is justly cited as the
peculiar quality of Prussian social craft, from the time at least
of Stein and Humboldt onward. Nor is it by any means con­
fined to high politics. The contrast with our ways is even
more striking in the subsidiary realms of education, transport t

credit, town planning, insurance and industrial structure. Com­
pare the development of our so-called railway system, our
banking, the unregulated spread of our great cities or the
emergence of our business combines with those of Germany.
Our way has been that of groping empiricism, not merely not
believing in theories and preconcerted plans but even disbe­
lieving in them. There may at first si~ht seem to be an incon­
sistency between this view of our national \vayof going on and
the rationalistic error which \ve found at the root of our failure
to understand the state of the \vorld in 1914. The contradic­
tion, however, is only apparent, for at the root of our refusal
to think things out in advance, to arrange consciously the forces
adequate to attain a clearly conceived end, is a sort of half
belief and half feeling that it doesn't pay to think things out.
Our practice of tackling difficulties when they come, improvis­
ing ways of overcoming them, and in general of muddling
through, \ve reaJly hold to be a sound policy. Nor is this
judgment or sentiment sheer mental inertia or mere inability
to think straight or far. It drives down to that rationalism
which I have identified with practical mysticism in a conviction
of the existence of some order in humap affairs along the tide
of which we may reasonably allow ourselves to float with confi­
dence that somehow we shall reach the haven where we would
be. We are opportunists on principle. That principle implies
belief in a generally favorable drift or tendency, or even a
Providence upon \vhich we may rely to see us. through. and
which di~penses with the obligation to practice much fore­
thought. In America this is called the doctrine of manifest
destiny. But \ve feel that even to make a conscious doctrine
of it interferes with its spontaneity. The great historical ex­
ample of this way of life is our empire, rightly described as
built up in Ie a fit of absence of mind." To Teutonic statecraft
such a statement rank~ as· sheer hypocrisy, but none the less it
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is the truth. Individual builders there have been and bits of
personal planning, but never has the edifice of empire presented
itself as an object of policy or even of desire to our government
or people. Its general purpose can be found only in terms of
drift or tendency. It will no doubt be urged that irrationalism
is a more appropriate term than rationalism to describe this
state of mind. But my point is that the state of mind implies
the existence of some immanent reason in history working
toward harmony and justifying optinlism. Reason in the
nature of things happily dispenses with the painful toil of clear
individual thinking.

These general reflections may help to explain the universal
surprise at the collapse of our world in 1914. For \vhether \ve
regard the theorizing few or the many content with practice,
we find no perception of the formidable nature of the antago­
nisms which for several generations had been gathering strength
for open conflict. Even the historical comOlentators of today,
as they survey and group into general movements the large
happenings of the nineteenth century, often exhibit the same
blindness which I have imputed to the current theorists. The
smooth bourgeois optimism \vhich characterised the liberal
thinkers of the mid-century in their championship of national­
ism, parliamentary institutions, broad franchise, free trade.
capitalistic industry and intern~tionalism, is discernible in the
present-day interpreters of these movements. Take for ex­
ample that widest strealn of political events in Europe desig­
nated as the movement for national self-government. Histor­
ians distinguish its hvo currents or impulses, one making for
national unity or government, the nation state in its complete­
ness, and another seeking to establish democratic rule within
the state. Correct in regarding this common flo\v and ten­
dency of events as of profound significance, they have usu~lly

over-valued the achievements. On the one hand, they have
taken too formal a vie\\' of the liberative processes ·with which
they deal, and, on the other, they have failed to appreciate the
flaws in the \vorking of the so-called democratic institutions.

1"'he reign of machinery, the outward and visible sign of nine­
teenth-century progress, has annexed our very minds an.d pro-
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'cesses of thinking. Mechanical metaphors have secretly im­
posed thelnselves upon our politics and squeeze~ out humanity.
That "Filling communion of intelligence which should constitute
a party has become in name and in su.bstance a 14 machine" ;
politics are uengine'ered ", and divergent interests are reconciled
by U balance of power". I should be far from describing the
great nationalist movement of the nineteenth century as mechan~
ical. It was the product of passionate, enthusiasms as well as
of the play of reasonable interests. The struggle for liberation
on the part of subject nationalities and for unification in the
place of division broke out in a dozen different 'quarters during
the first half of the century, and the two following decades sa·N
the movement not indeed completed, but brought- to a long
halt in which splendid successes were recorded. . In some cases,
as in Germany anq to a less extent in Italy, dynastic, military,
fiscal and transport considerations were powerful propellers
toward unification. But every\vhere a genuinely national sen­
timent, based on a varying blend of racial, religious, linguistic
and territorial community, gave force and nourishment to the
new national structure. Its liberative and self-realizing virtues
were not garnered in Europe alone. The foundations of the
nationhood of our great oversea dominions were laid in the
colonial policy of this epoch, while the breaking-away of the
Spanish-American colonies from their European attachment
caused a great expansion of national self-government in the new
world. But nationalism, regarded as the spirit and the practice
of racial and territorial autonomy, has borne an exceedingly
precarious relation to democracy. It has been consistent with
the tyrannous domination ofa dynasty, a caste or class, within
the area of the nation. Indeed at all times the spirit of nation­
ality has been subject to exploitation by a dominant class for
the suppression of internal discontents and the defence of
privileges. Stein, Hardenburg, Bismarck and Treitschke used
the enthusiasm of nationalism to fasten the fetters of a domi­
nant Prussian caste upon the Germanic peoples. The struggles
for the maintenance of the recovery of Polish and Hungarian
national independence were directed by the ruling ambitions of
an oppressive racial and economic oligarchy.

344
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Professor Ramsay Muir, in his interesting study of the rela­
tions between nationality and self-government in the nineteenth
century, greatly overstrains the actual association of the move­
ments. If self-government signifies, as it should, the direct
participation of the whole people in its government, though
some temporal coincidence appears, there is as much antagon­
ism as sympathy in the actual operation of the two tende~ncies

in modern history. Nationalism is used as often to avert as to
{oster democracy. For althoug~ the appeal to the racial
unity and common spirit of a pee1ple for the assertion of its in­
tegrity and independence must i~disputably tend to arouse in
the common people a dignity and a desire to have a voice in
public affairs, the leadership and prestige of military or politi­
cal champions in the struggle may often suffice to foster or ex­
tort a servile consent of the governed as a feeble substitute for
democracy. Indeed, it is precisely on this negative attribute
that Professor Muir relies when he insists that u the land-own­
ing aristocracy of the· eighteenth century ruled Britain by con­
sent" and that in Britain, France and Belgium after I 830, the
(I effective popular control of a government was henceforth
solidly established." But the failure of a subject people or a
subject class to revolt against its rulers is no true consent.
Nor does the irregular connection between nationality and par­
liamentary government go far toward identifying nationalism
\vith democracy as the typical achievement in the politics of
the nineteenth century. None of the extensions of the fran­
chise in Britain in the nineteenth century secured full and effec­
tive self-government for the people or even for the enlarged
electorate regarded as representative of the people. Historians
and politicians alike have deceived themselves and others by a
grave over-valuation of mere electoral machinery. Neither by
the popularization of the franchise nor by the less formal oper­
ation of public opinion has. the reality of democratic govern­
ment been secured. The power of the aristo-plutocracy, some­
\vhat changed in composition and demanding more cunning and
discretion. for its successful operation, still stands substantially
unimpaired in Britain, France and America. Through the
organs of public opinion the governing few still pump down
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their will upon the electorate, to draw it up a~ain with the
formal endorsement of an unreal general will or consent of the
governed.

The conviction that political security and progress are made
effective by the union of national independence and representa­
tive government rests upon a totally defective analysis, which
was ~esp~nsible in no small measure for the failure to forecast
and to prevent the collapse of 1914. The nature of the flaw in
this reasoning is slow to become apparent to the middle-class
intelligence necessarily approaGhing public affairs with the pre­
possessions of its class. \"Ale can best discover it by turning
once more to the defects of nationalism. The first we have
already indicated, viz., the masking of the interests or ambi­
tions of a ruling, owning, class or caste in the national move­
ment. Nationalism is often internally oppressive. But a second
vice bred of struggle and the intensity of self-realization is an
exclusiveness which easily lends itself to fiscal or military pol­
icies of national defence, through which dangerous separatist
interests are fostered within· the national state. The spirit of
nationalism, stimulated by the struggle for independence, easily
becomes so self-centered as to make its devotees reckless of the
vital interests of the entire outside world. To Irish National­
ists, Czeckoslovaks or Poles, this vast world struggle has been
apt to figure merely or mainly as their great opportunity .for
the achievement of a national aim to which they are willing to
sacrifice without a qualm the lives, property and rights of all
other peoples. This absorbing passion, like others. is ex­
ploited for various ends and is the spiritual sustenance of the
protectionism that always brings grist to the commercial mill.
But there is a third defect of nationalism, of the nature of ex­
cess. It may become inflated and express itself in political and
territorial aggrandizement. Imperialism is nationalism run riot
and turned from self-possession to aggression. No modern
nation can pursue a policy of isolation. It must have foreign
relations, and its foreign policy may become u spirited", pass­
ing rashly into schemes of conquest and annexation.

These three perversions of nationalism, the oppressive, the
exclusive and the aggressive, are all grounded in the domina-
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tion of a nation by a predominant class or set of interests.
This class power is rooted often in traditional prestige, but this
prestige itself rests upon solid economic supports. Landlord­
ism and serfdom, capitalism and wagedom, moneylending and
indebtedness-such have been the distinctive cleavages which
have so often made a mockery of the boasted national freedom.

If we turn from this survey of nineteenth-century national­
ism to a consideration of the democratic movement with vlhich
it has been associated, \ve discover that II democracy tJ is viti­
ated by the same defects. It either signifies parliamentarism
upon an utterly inadequate franchise, by \vhich the majority of
the governed have no electoral voice, or else the formal gov­
ernment by the people is a machine controJled for all essential
purposes by small powerful groups and interests. Political
democracy based upon economic equality is as yet an unat­
tained ideal.

The liberal political philosophy of the Victorian era failed
entirely to comprehend this vital flaw in the movement of
nationalism and democracy. That failure \vas chiefly caused
by its underlying assunlption that politics and business are in­
dependent spheres. According to this vie\y it was as illicit
for business interests to handle politics as for ,government to
encroach upon business interests. Such interference from
either side appeared unnecessary and injurious. It was not
perceived that the evolution of modern industry, commerce and
finance had two important bearings upon politics. In the first
place, it impelled business interests to exercise political pre5sure
upon government for tariff aids, lucrative public contracts and'
favorable access to foreign markets and areas of development.
Secondly, it evoked a growing demand for the protection of
weaker industries, the workers and the consuming public, from
the oppressive power of strong corporations and cOlnbinations
which in many of the essential trades were displacing compe­
tition.

In other \vords, history was playing havoc \\'ith the economic
harmonies upon which Bastiat and Cobden relied for the peace­
ful and fruitful cooperation of capital and labor within the
nation and of commerce between the different countries of the
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world. Cobden valiantly assailed the militarism, protection­
ism and imperialism of his day and recognized their affinity
of spirit and certain of their common business aims, but without
any full perception of their economic taproot or of the rapid
domination over foreign policY'which they were soon destined
to attain. The grave social-economic problems which have
lately loomed so large in the statecraft of every country lay
then unrecognized. Throughout the long public career of two
such genuinely liberal statesmen as Cobden and Gladstone
neither evinced the slightest recognition that the state had
any interest or obligation in respect of the health and housing,
the wa~es, hours and tenure of employment, the settlement of
issues between capital and ~abor, or in any drastic reforms of
our feudal land system. So far as they recognized these eco­
nomic grievances at all, they deemed individual or privately­
associated effort to be the proper and adequate mode of redress.
Where government was called upon to intervene for liberative
or constructive work, the superficiality of its treatment showed
a quite abysmal ignorance of social structu reo A generation
in which the Artisans Dwelling Act of 1875, the Ground Game
and Small Holdings Act of the early eighties and the factory
acts of 1870 and 1878 ranked as serious contributions to a new
social policy, is self-condemned for utter incapacity to see,
much less to solve, the social problem. Such statecraft failed
to perceive that the new conditions of modern capitalist trade
and finance had poisoned the policies of nationality and demo­
cratic self-government and were breeding antagonisms that
would bring class war within each nation and international war
in its train.

Not until the eighties did these antagonisms begin to become
evident to those with eyes to see. During the period from
1850 to 1880 Britain still remained so far ahead of other
countries in her industrial development, her foreign trade, her
shipping and her finance, that she e~tertainedno fears of serious
rivalry. Thou~h our markets and those of our world-wide
empire were formally open upon equal terms to foreign mer-

. chants, our traders held the field, and British enterprise and
capital met little competition in European markets or in loans
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for the great railroad development in North and South America.
Not until the industrial countries of the ContiRent had recon­
stituted their industries upon British models and had furnished
themselves with steam transport, while the United States, recov­
ered from the Civil War, \vas advancing rapidly along the same
road, was any check put upon the optimism which held that
England was designed by Providence to be the abiding work­
shop of the world. Throughout the mid-Victorian era our
economists and social prophets, with a few exceptions, \vere
satisfied \vith a national prosperit)" and progress which en­
riched business classes, while the level of comfort anlong the
skilled artisans sho\ved a considerable and fairly constant rise.

Internally, the economic harmony appeared, at any rate to
well-to-do observers, to be justified by events. Externally,
there seemed no reason for suspecting any· gathering conflict
from the fact that one great nation after another was entering
upon the path of industrial capitalism. Why should the rising
productivity and trade of Germany, the United States and other
developing nations, be any source of enmity or injury to us?
The economic harmonies \vere clear in their insistence that free
intercourse would bring about an international division of labor
as profitable to all the participating nations as the similar divis­
ion of labor within each nation was to its i.ndividual members.
It was impossible for the world to produce too much wealth or
to produce it too rapidly for the satisfaction of the expanding
wants of its customers. Foolish persons prated of over-pro­
duction and pointed to recurrent periods of trade depression
and unemployment. But the harmonists saw nothing in these
phenomena but such friction, miscalculation and maladjustment
as were involved in the processes of structural change and the
elasticity of markets. As a noted economist of the eighties
put it, II the modern system of industry will not 'York without a
margin of unemployment."

All the same, several notable occurrences in the eighties
ruffled the complacency of mid-Victorian optimism. One was
the revelation of the massed poverty and degradation of the
slum-d\vellers in our to\vnsand the searchlight turned upon
working..;class conditions in this and other lands by the compet-
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iog criticisms of Henry George and the newly formed Socialist
organization~. The second was the rise in the United States
of those trusts and other formidable combinations, which
emerged as the culmination and the cancellation of that com­
petition upon which the harmonists relied for the salutary oper­
ation of their economic laws. The third did not assume at first
sight an economic face. It \vas the testimony to competing
imperialism furnished by the Berlin Conference for the parti­
tion of Central Africa. This was the first intimation to the
world of a new rivalry the true nature of which' lay long con­
cealed under the garb of foreign policy and was at the time by
no means plain to the statesmen who were its executants.

Imperialism is not, indeed, a simple policy with a single
motive. It is compact of political ambition, military adventure,
philanthropic and missionary enterprise and sheer expansion­
ism, partly for ·settlement, partly for power, partly for legiti­
mate and materially gainful trade. But more and rrlore, as the
white man's world has been occupied and colonized, the
aggrandizing instincts have turned to those tropical and sub­
tropical countries where genuine \vhite colonization is impossi­
ble and where rich natural resources and submissive backward
peoples present the opportunity of a new and distinctively eco­
nomic empire.

Since the compelling pressure for this greed of empire has
been the nlain source of the growing discord in the modern
world, it is of the utmost importance to understand how the
discord rises and to see its organic relation to the class war
within the several nations which has grown contemporaneously
with it. If modern industrial society were closely conformable
to the economic harmonies, the mobility and competition of
capital and business ability would ensure that no larger share of
the product should be obtained by the owners of those productive
agents than served to promote their usual growth and efficiency,
and that the surplus of the fruits of industry should pass to the
general body of the working population in their capacity of
wage earners and consumers, through the instrumentality of
high wages and low prices. Combinations of workers would
be needless and .mischievous, for they could not increase the
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aggregate that would fall to labor, and the Kains they might
secure for stronger groups of \vorkers would be at the expense
of the weaker sections. It was to the interest of labor that
capital and business ability should be well retnunerated, in
order that the increase of savings and of the wage fund should
be as large as possible, and that the arts of invention and busi­
ness enterprise should be stimulated to the utmost. For labor
was the residuary legatee of this fruitful cooperation. It was,
again, a manifest impossibility that production should outstrip
consumption, for somebody had a lien upon everything that
was produced, and the wants of men were illimitable. Thus
effective demand must keep pace with every increase of supply.
The notion that members of the same trade \vere hostile com­
petitors, in the sense that there was not enough market to go
round, and that, if some sold their goods, others \vould fail to
sell, seemed a palpable absurdity.

Yet it was precisely these impossibilities and absurdities that
asserted themselves as dominant facts in the operation of
modern capitalist business. Every business man knew from
experience that a chronic tendency to produce more goods than
could profitably be sold prevailed over lar~e fields of industry,
that the wheels of industry had frequently and for long periods
to be slowed down in order to prevent over-production, and
that more and more work, money, force and skill had to be
put into the selling as distinguished from the productive side
of business. Every instructed worker knew that wealth was
not in fact distributed in accordance with the economic har~

monies, that nluch of it stuck in the fornl of rent and other
unearned or excessive payments for well-placed capital and
brains, and that the great gains of the technical improvements
did not come down to H the residual legatee". Where free
competition survived, it became cut-throat, leading to unremun­
erative prices, congested markets and frequent stoppages; when
effective combination took its place, restricted output and regu­
lated prices operated both in restraint of production and in the
emergence of monopoly. Put otherwise, the weaker bargaining
power of Jabor, pitted against the superior material resources,
organization, knowledge and other strategic advantages of the
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land-owning, capitalistic and entrepreneur classes, left the
former with an effective demand for commodities too small, to
purchase the products of the machine industries as fast as these
were capable of providing them. The habitual under-consump­
tion of the workers, due to the massing of unearned or exces­
sive income in the hands of the master classes, has been the
plainest testimony to the reality of that antagonism of interests
within each nation \vhich is dramatized as "class war". No
smooth talk about the real identity of interests between capital
and labor disposes of the issue. A real identity does exist
within certain limits. It does not pay capitalists, employers,
landowners o~ other strong bargainers to drive down wages
below the level of efficiency. Nor does it pay labor, even
should it possess the power, to force down U profits" belo\v
what is required, under the existing arrangements, to maintain
a good flo\v of capital and technical and business ability into a
trade. But wherever the state of trade is such as to yield a
return more than enough to cover these minimum provisions,
the surplus is a real cc bone of contention" and lies entirely
outside the economic harmonies. It goes to the stronger party
as the spoils of actual or ·potential class war. Strikes and .lock­
outs are not the wholly irrational and wasteful actions they ap­
pear at first sight. In default of any more reasonable or equit­
able way of distributing the surplus among the claimants, they
rank as a natural and necessary process. However much lye

may deplore class war, it is to this extent a reality and does
testify to an existing class antagonism inside our social-eco­
nomic system.

I have already explained by implication how this inherent
antagonism of classes contains the s'eeds of the wider antagon­
ism of states a.nd governments. The maldistribution of wealth,
which keeps the consuming power of the people persistently
below the producing power of machine industry, impels the
controllers of that industry to direct more and more of
their energy to securing foreif'n markets to take the goods
they. cannot sell at home and to prevent producers in other
countries, confronted \vith the same necessity, from entering
their home market. Here IS a sImultaneous drive for govern-
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mental aid: first, in protecting the home market from the in­
vasion of foreign goods; secondly, in inducing or coercing the
governments of forcign countries to admit our goods into their
market on more favorable terms than those of other competing
countries. Hence arise th.ree policies, all pregnant with lter­
national antagonism. The protection, adopted primarily in
order to secure home trade and keep out the foreigner, is a
constant breeder of dissension among peoples and govern­
ments. · Its secondary effect, to assist strong combinations
within a country to stifle free competition and by imposing
high prices to increase the volume of surplus profit, further
aggravates the maldistribution of the national income, \vhich we
recognize as the mother of discord. For this increased surplus
means a further restriction of internal consumption and a cor­
responding pressure for enlarged foreign outlets. More and
more must the capitalist classes in each industrially advanced
country press their governments for protection at hOtue and a
po\verful bagrnan's policy abroad.

Protection, ho\vever, is only the first plank in this platforol.
The second is diplomatic and other pressure brought to bear
on weaker states' for trading privileges or special spheres of
commercial ,interests, as in China and Persia, or for the enforce-

. ~ent of debt payment or other business arrangements in \vhich
private traders or investors demand redress for injuries. This
last consideration introduces the third and by far the most im­
portant cause of international discord. The surplus income
under modern capitalism. it must be recognized. cannot be
absorbed in extending the productive machinery needed to
supply our home markets. Nor can it find full remunerative
occupation in the supply of foreign markets, either under the
condition of free competition with exporters from other coun­
tries or by such trading privileges as those to which \ve have
alluded. An increasing proportion of that surplus income must
be permanently invested in other countries. This has been t~e

most important factor in the economic and political transforma­
tion of the- world during the last generation. Under the direc­
tion of skilled financiers an increasing flow of surplus or sav­
ings has gone about the \vorld, knocking at every door of
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profitable investment and using governmental pressure wher­
ever it was necessary. Special railway, mining or land con­
cessions, loans pressed upon state governments or municipali­
ties or in back\vard countries upon kinglets or tribal chiefs,
the pegging out of permanently profitable stakes in foreign
lands-these methods have been employed by strong business
syndicates everywhere \vith more or less support from their
government. Such areas, at first penetrated by private busi­
ness enterprise, soon acquire a political significance, which
grows along a sliding scale of slippery language from u spheres
of legitimate aspiration" to cc spheres of influence", protector­
ates and colonial possessions. Now, just as there are not enough
home markets for goods or capital to take up the trade" sur­
plus", so there is found to be not enough world market for the
growing pressure of world capital seeking these outside areas
of investnlent and the markets which go with them. More and
more this pressure of financiers for profitable foreign fields has
played in with the political ambitions of statesmen to make the
inflammatory composition of modern imperialism. This im­
perialism is thus seen to be the close congener of the capital­
ism and protectionism that are the roots of class antagonism
within the several nations. While it nourishes jealousies, sus­
picion" and hostilities between nations, it .also strengthens the
master classes in every nation by forging the joint political
and economic weapons of prf?tection and mili tarism and
crossing and so confusing the class antagonism by mas­
querading as H nationalism". Quite plainly the imperialist
or capitalist says to the worker: H Come in with us in our great
imperialistic exploitation of the world. This is the only way
of securing the large, expanding and remunerative tnarkets
necessary to furnish full, regular employment at high wages.
Come in with us and share an illimitable surplus, got not from
under-paying you but out of the untapped resources of the
tropics worked for our joint benefit by the lower races." This
invitation to whQle~ale parasitism is openly flaunted by such
bodies as the Imperial Development Resources Committee and
is more timidly suggested in various new projects for harmon­
izing the interests of capital and .labor on the basis of the de-
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.velopment of capitalistic combinations. Were it successful, it
would do nothing to heal the discord either between capital and
labor in this country or between the divergent interests of
capitalist groups in the several countries. Nay, even if it were
extended by some international concert of western capitalist
po\vers to a more or less complete control of the tropics, it
would only enlarge the area of discord by arraying the ruling
nations of the world against the lower races whom they had set
to grind out wealth to be taken for the masters' consumption.

I must not, however, carry further at this stage this. specula­
tive glance into the possible future. For what concerns us
here is to understand the sources of the blindness which caused
the war to break upon us as a horrible surprise. I desire here to
show that· this blindness lay in a deep-seated misapprehension
of the dominant movements of the century and particularly of
the latest outcomes of perverted nationalism and capitalism in
their joint reactions upon foreign relations. .

We have seen these two dominant forces emerging and
moulding the course of actual events. Nationalism and capital­
ism in secret conjunction produced independent, armed and
opposed powers within each country, claiming and wielding a
paramountcy, political, social and economic, within the nation
and working for further expansion outside. This competition
of what may fairly be called capitalist states, evolving modern
forms' of militarism and protectionism, laid the powder trains.
The dramatic antithesis of aggressive autocracies and pacific
democracies in recent history is false, and the failure to discern
this falsehood explains the great surprise. No\vhere had the
conditions of a pacific democracy been established. Every­
where an inflamed and aggrandizin~ nationalism had placed the
growing powers of an absolute state (absolute alike in its de­
mands upon its citizens and in its attitude to other states) at
the disposal of powerful oligarchies, directed in their operations
mainly by clear-sighted business men, using the political
machinery of their country for the furtherance of their private
interests. This by no means implies that states are equally
aggressive, equally absolute and equally susceptible to business
control. Still less does it imply that in the immediate causa-
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lion of the war conscious economic conflicts of interests were
the efficient causes, or that direct causal responsibility is to be
distributed equally among the belligerent groups. Indeed, the
account of nineteenth-century movements here presented, if
correct, explains why· the German State became more absolu­
tist in its claims and powers than other states, more consciously
aggressive in its external policy and in recent years more de­
finitely occupied with economic considerations. Its geograph­
ical position, its meagre access to the sea, its rapid recent
career of industrialism, its growing need of foreign markets
and its late entrance upon the struggle for empire, all contrib­
uted to sharpen the sense of antagonism in German statecraft
and to olake it more aggressive. The pressures for forcible
expansion were necessarily stronger in this pent-up nation than
in those \vhich enjoyed in a literal sense u the freedom of the
seas It and large dependencies for occupation, government, trade
priority and capitalistic exploitation. The ruthless realisnl of
German statecraft~ its habitual and successful reliance upon
military force, the tough strain of feudal tyranny and servitude,
surviving in the spirit of Prussian institutions, served to nlake
Germany in a quite peculiar degree the center of discord alike
in its internal and its external polity. In· the nation where
Marx and Bislnarck had stamped their teaching so forcibly
upon the general mind, no great faith in the econonlic harmon­
ies and pacific internationalism could be expected to survive.
To these distinctively realistic forces must be added the subtler
b~t not less significant contributions of Hegel and Darwin,
working along widely different channels to give a U scientific"
support to political autocracy, economic domination and an ab­
solutist state striving to enforce its will in a world of rival states
contending for survival and supremacy. Out of that devil's
brew were concocted the heady doctrines of Treitschke and his
school, to whose educative influences such extravagant impor­
tance is attached by those who seek to represent the whole Ger­
man nation as privy to a long-preconcerted plan for ,var. That
large romantic· theories, claiming scientific or philosophical
authority, have had, especially in Germany, a considerable in­
fluence in disposing the educated members of the ruling and
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possessing classes to accept policies of force in the internal and
external acts of government that seemed favorable to their in­
terests and prestige, there can be no doubt. We know also
that in Germany and else\\·here at,nong the class-conscious
leaders of socialist and labor movements a sort of semi-scientific
sanction for the use of violence in a class \var that was an in­
evitable phase in the evolution of a II new tJ society was based
upon 'the same biological misconception.

But we must not be misled by ideologists or heated pam­
phleteers into imputing an excessive value to these theories re­
garded as actual forces in conduct. Were this value what it is
pretended in some quarters, the war \vould not have come as a
surprise. It \vould have been expected. The \vide prevalence
of doctrines of Ie force", rivalry of nations and struggle for sur­
vival on a basis of social efficiency, were not in any real sense
determinant factors in bringing about the \var. Nor did they
do more than mitigate in more reflecting minds the profound
astonishment \vhich accompanied the outbreak of "Far. The
really operative causes \vere the deep antagonism of interest
and feeling which this analysis has dis'closed or, conversely, the
feebleness of the safeguards against war upon \vhich liberal and
humane thinkers had relied, viz., economic internationalism,
<lemocracy and the restricted functions of the state.

]. A. HOBSON.
LONDON.
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Article 11

This extract from Chapter IV of Democracy after the War is preceded by
a discussion of the rise of Protectionism and the business interests which
suppon it (pp. 68-77).
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II

But the fuller 'nature of this conspiracy of vested
interests against the Commonwealth is seen in the
economic interpretation of Imperialism. Just as
Protection -originates in the desire of certain strong
capitalistic industries to increase their private profits
at the expense of the community by securing a mono­
poly of the home markets~ so Imperialism originates
in a desire of the same business interests to extend
their gains by bringing under their national flag new
territorial areas for profitable commerce and invest­
ment. They are under a powerful economic pressure
to fasten on their Government this pushful foreign
policy. For the large profits and high incomes drawn
by the capitalistic and organizing classes in the great
staple branches of industry and commerce involve a
restriction of the home market and a consequent
inability to find profitable employment for their large
accumulations of savings. Where the .product of
industry and commerce is so divided that wages are
low while profits, interest, rent are relatively 11igh, the
small purchasing power of the masses sets a limit on
the home market for most staple commodities. For
a. comparatively small proportion of the well-ta-do
incomes, into which profits, interests, rents enter, is
expended in demand for such commodities. The
staple manufactures therefore, working with modem
mechanical methods that continually increase the
pace of output, are in every country compelled to
look more and more to export trade, and to hustle
and compete for markets in the backward countries
of the world. So long as Britain was the workshop
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of the world, the full significance of this co~mercial

competition did not appear. The world-market
seemed to the Lancashire and Birmingham exporters
of the early nineteenth century illimitable. But the
last quarter of the century marked a rapid change.
New nations had entered the career of industrial and
commercial capitalism, and were invading the export
markets of which we held possession, and were open­
ing up or competing with one another for new markets.
In each nation the home market had been found
inadequate to take off the growing output, so that
foreign outlets must be found or forced. Now, there
is nothing in the general theory of trade to explain
the situation which then emerged. Since all commerce
is eventually exchange of goods against goods, markets
ought to be illimitable as the wants of man. But
just as the manufacturers and traders of each nation
found their home markets limited, so they. found the
world-market also limited in the rate and pace of its
expansion. In other words, the maximum output
of the mines, mills and workshops in Britain, Germany,
Belgium, France, the United States, etc., appeared
to exceed not merely the demand of the home markets,
but of the immediately available and profitable
world~market. Nor is it really surprising that this
should be so. For just as the home market was
restricted by a distribution of wealth which left the
mass of the people with inadequate power to purchase
and consume, while the minority who had the purchas­
ing power either wanted to use it in other ways, or
to save it and apply it to an increased production
which still further congested the home markets, so
likewise with the world-market. The profits of the
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foreign trade and of the foreign industries which it
sustained were distributed so unequally, and the
gains to the masses of the peoples in the newly
developed countries were relatively so small, that the
same' incapacity to purchase for consumption the
whole volume of exported goods competing for sale
was exhibited.

Closely linked with this practical limitation of the
expansion of markets for goods is the limitation of .
profitable fields of investment. The limitation of·
home markets implies a corresponding limitation in
the investment of fresh capital in the trades supplying
these markets. This limitation of investment is
not wholly remo~ed if, as we see, the expansion of
foreign markets for the same trade is also limited.
So it is reasonable to expect that the demand for new
capital for investment at home will absorb a smaller
and smaller proportion of the. whole volume of new
capital which the wealthy saving classes will bring
into existence& Putting the case concretely, only a
limited proportion of the savings made by the capital­
ists ill the textile trades of this country c~n be profit..
ably absorbed in normal times in putting up more
textile plant, either for s\lpplying the home market
or for \vorld trade. And what is true of textiles will
be true of a large proportion of the savings made from
trade and industry. An increasing proportion of
such savings must seek other investments. Now, it
is not necessary here to discuss the delicate economic
issue, whether it can rightly be maintained that there
is any rigid limit to the quantity of new capital which
can be absorbed in a modern country with all sorts of
gro\ving and potential wants and \vith indefinitely
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large improvements in the structure of industry.
It is sufficient for our argument to affirm that, in
fact,·a growing tendency for new capital to seek and
find more lucrative employment overseas has been
exhibited. The financial and investing classes of
every developed industrial nation have within the
last generation been sending an increasing proportion
of their ever-growing savings into backward countries.
Now, though the work remaining to be done by
capital in developing the resources of the world is
practically infinite, at any given time the quantity
of reasonably safe and profitable openings is limited.
Thus there emerges the same pressure upon available
opportunities for foreign investment that appears
in the case of foreign markets. The supply of com­
peting capital from different investing countries
shows the same tendency to exceed the effective
demand as in the case of ordinary foreign trade.

Indeed, so far as appearances go, there is nothing
to distinguish the investment of capital abroad from
ordinary export trade. For every loan, whether to
a foreign monarch for his private extravagances, to
a Government to enable it to buy warships or to make
harbours, to a syndicate for railroad purposes, or to
an industrial company in order to set up steel mills
or ·textile factories, must ta~e the form of an order
for goods of some sort which are at the disposal of
the investor, and which ordinarily consist of goods
made in the country where the investor lives and
does his business. If English investors find money
for a new railway in the Argentine or Brazil, that
investment acts as a demand for English goods which,
as they pass out of this country, rank as so much

6
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export trade. This Is quite obvious when, as is
common in French and German foreign contracts,
it is made a condition that the foreign railway, or
other company, shall take out the whole or a large
part of the loan in French or German rails, engines or
other stores. But, though less obvious, it is eq~ally

true when no such condition is made. If the money
which English investors supply to an Argentine
railway is directly expended in purchasing American
rails and engines, the monetary operation compels
the Americans or some other foreigners to buy English
goods which otherwi~e they would not have bought.
In other words, an -.investment of English capital
abroad is in substance nothing else than an order for
English goods, which mtlst go out either to the
borrowing country, or to some other with which it
has commercial dealings, in fulfilment of the order.
But the identity between export trade and foreign
investment in the first instance does not affect the
important distinction between the two processes in
their subsequent career. The interest of the ordinary
exporter in the country where he finds a market .for
his goods is limited to the consideration of the immedi­
ate gain he makes upon the goods he has sold and the
hopes of further gains from future sales. This foreign
market means something to him, and the good govern­
ment and prosperity· of the people in .the foreign
country are of some concern to him. If any serious
trouble arises in the country which threatens to
destroy his profitable market, or if some other Govern­
ment tries to bring pressure to get away his market
for their traders, he will try to get his' Government to
protect his interests. So the interests of groups of



PROTECTIONISM AND IMPERIALISM 83

.traders have played a considerable and a growing
part in foreign policy, and the desire to acquire,
preserve and improve foreign markets, especially in
backward and ill-governed countries, has ·been a·
distinct and powerful motive in Imperialism. But
after all, the stake which traders have in a foreign
market is not nearly so great as· that of investorsJ
If traders fail to sell their wares in one market they
can sell them, though perhaps less advantageously,
in another. It is different for those who have invested
their capital in a foreign country. They are in effect
the owners of a portion of that country, they have a
lien upon its railways, its land, plant, buildings, mines
or other immovable property. Their stake is a fixed
and lasting one, it is bound up with the general
prosperity or failure of the country. Their economic
interest in that foreign country may be as great as or
greater than in their own, and what happens for good
or evil in that country may be more important to
them than anything likely to happen in their own.
If, therefore, any action of their Government, any
stroke of foreign policy, can improve the security of
that distant country, it improves their securities,
and even if a threat of war or an act of war is needed
to obtain that object, what matter? The people
pay the cost with their lives and their money, the
investor and the financier reap the gain. What was
said by a British statesman in a moment of illumina­
tion in the early stage of our absorption of Egypt,
" The trail of finance is over it all," is applicable to
mostmoderl1 instances of Imperialism. Not only is
the stake of the financier and the investor greater than
that of the mere trader, but his power to influence the
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foreign policy of his Government is usually stronger.
It is more concentrated, wielded more skilflllly, and
is more direct in its action.

The enormous recent growth of 'foreign investments
among the well-to-do means that when any foreign
coulltry comes into the purview of our national
policy, th~re are men' in our governing classes whose
personal fortunes are affected for good or evil by its
handling. This dominating and directing influence
of investments in our imperial and foreign policy is
well illustrated in the events culminating in the Boer
War alld the annexation of the two Dutch Republics.
I know no instance in which the dominant drive of
economic interests was more manifest. The powerful
desire and intention of the vigorous and pusliful
business men upon the Rand, to strengthen their
hold upon the gold reef so as to secure for themselves
its profitable output and to escape the taxation,
blackmailing and other obstructive duties of a foolish
and incompetent Government, were beyond all ques­
tiOll the determinant forces in the policy that was
formulated. This statement, however, must be
harmonized with the equally true statement that
neither the British people, nor the British Govern­
ment, nor the vast majority of British South Africans
were motived mainly, or at all consciously, by any
su,ch economic motive. The chief agents of this
policy, Chamberlain, Rhodes and Lord Milner, were,
so far as history shows, actuated by political motives
in which the idea of imperial expansion doubtless
coalesced with the sense of personal ambition, but in
which distinctively economic gains either for them­
selves or for others played no determinant part. In
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the case of Chamberlain and Lord Milner the absence
of economic motive is indisputable. They worked to
precipitate a struggle \vhich should bring the downfall
and the annexation of the Dutch Republics, because
they wished to secure a federation of SOllth African
States under the British Flag as a step desirable in
itself and still more as a contribution towards the
larger ideal of Imperial Federation which Chamberlain
had espoused as the goal of llis colonial policy. The
case of Rhodes was different. His econon1ic interests
were identified with those of the other business men
upon the Rand, and the sllbtle bonds bet\veen pro­
perty and personal power must be held to have exer­
cised a powerful influence upon his policy. But even
here there is no reason to doubt the genuineness of
his passion for imperial expansion as a desirable end,
or the enthusiasm expressed in his phrase" The North
is my idea."

The great volume of feeling, both in SOUtIl Africa
and in this coulltry, which favoured forcible inter­
ference with the two Republics, was almost wholly
free from conscious economic bias. The demand for
the· franchise and the whole tale of Outlanders'
grievances were. based upon political and humani­
tarian sentiment. The alleged maltreatment of
British subjects was fortified by the barbarity of the
native policy in the Republics and driven home by
the fable of the great Boer conspiracy to " drive the
British -into the _sea." Justice, humanity, prestige,
expansion, political ambition, all conspired to d\varf
the significance of the business motive. But per­
sistence, point, direction and intelligible aim belonged
to the latter. The financiers of De Beers, the, Rand
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and the Chartered Company, are, therefore, rightly
recognized as " engineering" the policy which brought
war and conquest. No doubt they could not have
succeeded in getting what they wanted, viz. improved
security for present an'd prospective investments,
had it not been for the personal ambition of a British
statesman and the political and humanitarian senti­
ments behind him. But these non-economic motives
were a fund of loose, ill-directed force for them to
utilize. Nor were the methods of doing this obscure.
They needed to control the British Press and politics
of South Africa. It was not difficult for the owners
or managers of the sole sources of wealth in such a
country to compass this. They owned the Press and
they were the politicians. From South Africa they
operated upon public op~nion in Great Britain.
Society and its political support was purchased by
directorates and well-planted blocks of shares. When
the appointed" time came to force upon public opinion
and national policy the mine-owners' policy, agents
of the Rand financiers II saw" the politicians and
editors of both parties, organized a missionary cam­
paign among the Churches to expose the cruel treat­
ment of the Kaffirs, and through their command of
the cables and the Press of SO\lth Africa poured
II Outlander atrocities II and "Dutch conspiracy II

into the innocent mind of the British public. When
the issue of war was trembling in the balance, the
widespread ownership of mining shares in hundreds
of 'influential loea] circles allover the country
secretly assisted to mobilize public opinion in favour
of determined action. Though the diplomacy which
precipitated war 'was conducted by politicians, the
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policy it developed and enforced was designed,
directed, and prepared in detail by business men
in South Africa and London. While the Prime
Minister declared quite veraciously, so far as he and
the bulk of the British n~tion were concerned, "We
seek no gold fields, we seek no territory," the war
policy was imposed on him by those who sought
those very objects.

This classic modern instance of Imperialism pre­
sents in clearest outline the relation between eco­
nomic and non-economic fa~tors in foreign policy.
It was only exceptional in the directly conscious
nature of its" engineering." In most instances the
cloak of patriotism is worn more skilfully, and the
blend of business interests with racial or nationalist
sentiment, with historic memories and claims, with
considerations of frontier defence, balance of power,
and the fears, suspicions and enmities that relate
thereto, is more baffling to analyse.

.Moreover, foreign policy and the relation between
States involved therein must not be envisaged merely
in terms of opposition and of conflict. There is in
the Dlodern widening of human intercourse a large
and various growth of common interests and activities
among men of different nations which for certain
purposes requires and evokes the friendly co-operation
of States and calls into being genuinely international
institutions. M~ch of the inter-State apparatus of
intercourse, of which the Inter-postal Union may be
cited as a leading instance, is so manifestly beneficial
to all parties that any slight differences of interest
which may arise in ordinary times are easily adjusted.
So obviously serviceable is this network of peaceful
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co-operation between members of different political
communities that it has operated to cloak the real
dangers of the situation. Economic cosmopolitanism
in trade and finance, with the inter-State arrangements
to which I have referred, has appeared, to give such
powerful and such growing guarantees of peace
that pacifists have been accustomed to denounce
as obsolete medirevalism the statecraft which eyes
other States with enmity or with suspicion, and
which seeks national security in armed preparations.
This pacifist illusion was based upon a belief that in
modern civilized States the art of government was so
conducted in really critical issues as to express the
will and serve the interests of the peoples. It" ought
not, however, to have needed this war to dispel
that illusion. Neither the economic nor the human
solidarity of interests between men of different nations
avails to keep the peace, if powerful business groups
within these nations, with a grasp upon their govern...
mental policy, find their interests in collision. We
have already seen how modern capitalism has gener­
ated these group antagonisms of business interests
in modern industrial nations, driving them to' force
on their respective Governments related policies of
Protectionism and Imperialism which require the
permanent support of militarism and navalism and
the occasional recourse to war. The cosmopoli­
tanism which is a growing characteristic of the modern
business world is crossed and reversed by business
antagonisms masquerading as II national II whenever
these group forces :find it profitable to control and
use their respective Governments. The competing
Imperialism of the last forty years has been quite
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manifestly directed by this motil. It has been a
struggle for markets, loans, concessions, and oppor­
tunities for profitable exploitation in weak or back­
ward countries, in which the Governments of the
Great Powers have schemed and fought in connivance
.with or at the behest of strong business organizations.
We have cited the instance of the Transvaal. But a
brief general survey of the chief danger-areas in
recent world-politics is required to drive the lesson
home.

What are these areas of international disturbances
and imperialist ambitions? Egypt, Congo, Morocco,
Transvaal, Persia, Tripoli~ China, Mexico, Anatolia
and M~sopotamia, the Balkans. With wide variety
of circumstances, the essential story is the same.
Trading and financial interests play upon political
fears and desires, in order to gain their profitable ends.
Where finance wins predominance as the economic
motive, this manipulation' of political motives and
actions becomes more and more the clue to inter­
national entanglements. It is true that in some
instances political motives have an independent
origin. Where it happens that in the co-operation
of II imperialist" policy and economic exploitation
each II uses" the other, the financier recognizes the
advantages of keeping in the background. This was
even the case in Egypt. Though Lord Cromer's
opening sentence in his " Moder~ Egypt " announces
that "The origin of the Egyptian question in its
modern phase was financial," and the story of the
English and French creditors pressing their Govern­
ments to· foreclose upon the property has been
attested by convincing testimony, most Britons
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prefer to accept the purely political interpretation
of the episode. Even Mr. Hartley Withers, ignoring
the actual .evidence of the financial pressure - on
the Ministry, and the doctrine·of the obligation of the
Government to safeguard the life and property of
British subjects in foreign parts, established by the
famous instance of Don Pacifico, assigns the efficient
causation- to diplomacy, not to finance. Now, it is
true, as he urges,l that the position of Egypt on the
route to India made it appear important to our
statesmen that our Government should have a hold
upon the country. But when Mr. Withers suggests
that, alike in purchasing shares in the Suez Canal and
in using the claims of English bondholders as an
excuse for establishing its power in Egypt, English
diplomacy was using finance, instead of being used
by it, he ignores the plain fact that the political
motive in each instance lay idle until it was stimulated
into activity by the more energetic and constructive
policy of the financier.

It is doubtless true that finance is not equally
capable of utilizing diplomacy under all circumstances.
" If Egypt had been Brazil," says Mr. Withers, " it
is not very likely that the British Fleet would have
shelled Rio de Janeiro." But this instance, cited to
show that the motive force in the Egyptian episode
was not financial, shows the opposite. For it pro­
vides the "exception" that II proves the rule." The
reason why Rio de Janeiro would not have been shelled
is found in the Monroe Doctrine and the strength
of the United States. In other words, the financial
game of politics can only be played out in ill-defended

I Ie International Finance," pp. 98- 102•
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countries. A recent American writer has well­
expressed the economic and political conditions which
conspire to make a country a bone of political con­
tention:-

It is essential to remember that what turns a territory
into a diplomatic problem is the combination of natural
resources, cheap labour tnarkets, defencelessness, corrupt
and inefficient government.1

Apply these conditions to each of the above-named
areas of trouble, and you will find that they fit the
situation. Financial and commercial policy take
different shapes in different cases.

Sometimes the initial wedge of financial interest
consists in feeding the extravagances of a spendthrift
monarch, as in Egypt and Morocco, or in pressing
loans upon a backward country for undefined work
of " development," which often includes expenditure
on armaments. Such have been the early dealings
with Turkey and with certain South American States.
But generally there has existed, even at the outset,
a. more concrete business object, the development of
railroads or of mining resources, the working of rubber
plantations, oil wells, or some other rich, natural
source of wealth. When mere trade has given an
initial impulse, .the organization of labour within the
country, for working and collecting and marketing
the trade-objects, ivory, rubber, etc., has soon taken
command of the situation, as on the Amazon, in
Congo, and in Angola. So practical Imperialism has
commonly worked out in a system of servile and

I Mr. \Valter Lippnlan, "l'he Stakes of Diplomacy," p. 93.
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forced labour imposed by white superintendents
for the advantage of financiers and shareholders in
London, Paris, Berlin or Brussels. Although political
ambitions and rivalries figur~ most prominently, the
real contentions have usually been between two or
more groups of business men· in different nations,
pulling diplomatic strings in favour of the special con­
cessions which they seek in 'oile of these undeveloped
areas. As more Western nations have felt the need
for outside markets in which to buy and sell and to
invest their surplus wealth, .these financial pressures
upon foreign policy have been more urgent and the
controversies which they have stirred up more acute".
While foreign and colonial m.inisters have been in the
habit of 'para~ing political exigencies and patriotic
sentiments in favour" of their special foreign policy,
the patient forces in the background, moulding that
policy, become" in . every decade more definitely
financial. Now, if, as is sometimes pretended, the
finance were genuinely international or cosmopolitan,
instead of exciting it might altay the friction between
Governments. There have been 'moments and occa­
sions when the financial arrangements between
business groups in different countries have been "a
pacific force. This was the case at one time in regard
to Morocco, when a combine of the Mannesmann and
Creusot interests for the common exploitation of the
iron ore of that country se'emed on the point of
bringing the German and French Governments into
a harmonious arrangement. A similar harmony
between opposed financial interests of traders and
bankers was brought about in Persia when the British
and Russian Governments divided up the country
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into separate spheres of exploitation. But of course
there are two defects in such economic settlements,
regarded from the standpoint of political adjustment.
They have commonly ,been confined to two or three
national interests and have frozen out the trading or
financial interests of some other Powers, as was the
case· with German interests in Persia. Moreover,
these arrangements, forced upon the Government
and people of the backward State, have little perma­
nence or. secu·rity, and are likely to lead to further
intrigues on the part of the" vulture" Governments,
each hungry for a larger share of the prey, and likely
to endeavour to stir up internal disturbances as a
means of finding satisfaction for its ever-growing
appetite. .

The story of the various measures taken by financial
groups in various countries, with the active support
of their respective Foreign Offices, to promote the
financial penetration of China, is the crucial example
of the interplay of foreign policy and finance. The
full history of the fluctuating policy of the Powers in
their treatment of China, now moving towards parti­
tion into separate spheres of influence and exploitation,
now reverting to II the open door," the changing
combinations of Government-assisted groups in the
leading countries, and the attempt of outside financial
adventurers to break the ring, will perhaps never
emerge from its underground passages into the clear
light of day. But enough has come out in official
documents, Parliament and the Press, to enable. us
to construct with a fair amount of certitude the main
instructive outlines of the episode.

In China, as elsewhere, war sowed the ~eeds of a
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monetary embarrassment, of which money-lenders
were to reap a rich harvest. In 1894 China, in diffi­
culties to find the war-indemnity imposed by Japan,
was driven to negotiate a 7 per cent. loan through
the Hong-Kong and Shanghai Bank. Next year a
combination of two French banks isslled a China
loan. In 1896 an alliance between the Hong-Kong
and the Deutsch-Asiatisch Bank, which lasted
through the next sixteen years, laid a solid basis of
international political pressure, leading to the floating
of a number of Chinese Government loans, on highly
profit.able terms to British and German financiers.
The suppression' of the Boxer trouble in 1899 by the
joint forces of the Powers had two consequences.
First, it left a large new indemnity, a fresh source of
political-financial pressure for the several Powers.
Secondly, it dissipated for some time the" partition"
policy, which had revived with the territorial aggres­
sions of Germany, Russia and Japan, and led, under
the active pressure of America, to the formal adoption
of "the open door" for commerce and financial
enterprise. The British-German If consortium" held
the field until 1911, when, largely as a result of
diplomatic pressure, French and American banking
groups were. brought into the alliance, known hence­
forth as the Four-Power Group. The il1clusion of
America, not at that time a lending country and
therefore suspected of political aims, brought about
next year such pressure from the Russian and the
Japanese Governments that it was necessary to admit
their nominees, the Russo-Asiatic Bank and the Yoka­
hama Specie Bank, into the arrangement, henceforth
designated the Six-Power Group. Regarded as a
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financial arrangement, the addition of Russia and
Japan brought no new strength. For, if they were
to lend money, they must first borrow it, swelling the
costs with the profits of unnecessary middlemen, and
utilizing this finance quite evidently for political
purposes~

The motives of the Governments which promoted
these financial arrangements were doubtless mixed.
Two of them, Russia and Japan, were actuated
primarily by considerations of territorial and political
aggrandisement. The Governments of these countries
expressly demanded that their II rights and special
interests," i.e. in Manchuria, Mongolia, etc., should
be recognized, and Germany, recently planted in
Kiaochow, was doubtless animated by a desire to
fasten a political as well as an industrial control over
the province of Shantung. Great Britain, France,
and America stood in the main for the territorial
integrity and political independence of China and for
an "open door." But even this statement requires
qualification. For France more than once was
pulled by her Russian alliance into favouring the
assertion of special Russian interests in Mongolia,
while Great Britain still retained some sort of special
lien upon t.he exploitation of the Yang Tse Valley.

In the various pressures exerted by the Two, Four
and Six-Power Groups upon the Chinese Government
to borrow money in constantly increasing quantities,
it is not possible to prove how far the initiative was
taken by the financial groups, how far by the Foreign
Offices. No doubt it seemed diplomatically desirable
.to entangle a Government like that of China with
burdens of indebtedness which might at any time be
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utilized for political ends. But with the exception
of tIle two Eastern Powers, the main drive of interest~

was admittedly economic, not political, and the foreign
policy of" their Governments must "be regarded" .as
haviilg been moved ··and directed primarily by finance.
This judgment .is powerfully corroborated by the
extraordinary attitude taken by our Foreign Office
upon the two occasions when other financial groups
sought to enter the field and to furnish China with
the money she required, upon terms which seemed

"desirable to the Chinese Government. The first case
was that of an international syndicate of Russian,
French, Belgian and English groups, of which the
leading English body was the Eastern Bank,.which
endeavoJ,lred'in 1912, unsuccessfully, to obtain the
Foreign Office sanction for participating in any
future loans arranged with the Chinese Government.
The reasons given for the refusal by the Foreign
Office" deserve to be placed on record.

In regard to loans in China, it is impossible for the
moment for His Majesty's Governnlent to support negotia­
tions for a loan which might. conflict with the terms or
weaken the security for the ·large loan .fof., re.organiza­
tion purposes \vhich is at prese~t being ~egotiated in
Pekin by the Four-Power combine, with t~e full knowledge
of their respective Gov~rnments, a~d in regar~ to" which
advances have already been made to the Chinese Govern­
ment by" the banks interested, with" the. f~.J1r approval ot
their Governments. I am to "add that,' as a matter of
principle, His Majesty's Government' would not" feel
justified in giving their support" to any :loan 'Yhich did
not, in their opinion, and in th'e "opinion of the other
Governments concerned, offer adequate guarantees for
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the proper ·and useful expenditure of the proceeds and
satisfactory security for the payment of principal and
interest.

Here, then, we have the admission of a private
profi:i:eering scheme of financiers of different countries,
described as "a Four-Power combine," atlthorized
and supported by their respective Governments,
which undertake to secure for t~em 'a monopoly in
loanmongering by refusing the assistance which any
other group would require in dealing \vith a foreign
Government. Not merely do the Governments refuse
U support" to competing financiers who are offering
money to China upon better terms than the authorized
groups; they actually <?ppose and obstruct such
healthy competition. Of this we may cite two
illustrations. The first is the stoppage of a loan of
two millions arranged by a Belgian syndicate for the
construction of a Chinese railway. This \vas stopped
by the veto of the French Government upon a quota­
tion on the Bourse, the explanation being " French
obligations to the other five Powers." In other
words, Belgium was outside the Government author­
ized ring. The second more famous example was the
treatment by our Foreign Office of the Crisp loan,
a loan of ten millions organized in London by a
powerful syndicate of banks. When Mr. Crisp,
disregarding the representations of our Foreign Office
to the effect that " His Majesty's Government did
not consider that China was free to borrow outside
the consortium until the repayment of the advances
made by the .latter had been duly provided for,"
proceeded to carry his arrangements to a con-

7
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elusion, Sir Edward Grey telegraphed to our Pekin
1dinister :-

I am in cOlTlmunication with them (the Crisp Syndicate)
with the view to stopping the execu~ion of tbe agreement,
if possible. Should I fail in that, it will become necessary
to deal with the matter by direct communication with th"e
Chinese Governnlent.

Mr. Gregory, of the Foreign Office, informed Mr~

Crisp that" they could put considerabl~ pressure on
the Chinese Govern~ent, and would not hesitate to
do so at once." A little later on 'Ye find our Foreig~

Office telegraphing to our Pekin Minister that if the
Chinese Government does sanction the Crisp loan
" His Majesty's Government will be obliged to take
the most serious view of such pro.ceedings."

You are aware that we are disposed to sh.ow every
consideration to the Chinese Governme~t" .in facilitating
their negotiations with the groups, but our attitude will
have to be entirely reconsidered if the Chinese Govern­
ment on their part defy us in a matter in' which they know'
that we are pledged to act with the five other Powers.

But in considering this curious conspiracy between
financial groups and Governments, it is well to draw
attention to the concluding sentence in Sir Edward
Grey's despatch, as quoted above. For it asserts the
extraordinary doctrine that when private financiers
arrange a loan with a foreign Government, the State
of which these financiers are ,nationals not merely
shall see that the guarantees for repayment ;.are
adequate but shall supervise the expenditure. of the
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money that is advanced. In other words, Stock
Exchange financiers are not to be considered fit
persons to take care of their own interests abroad,
and foreign G.overnments are not fit to decide how
the money which they borrow may be used. I t is
very difficult to understand how far this inter­
fering policy is actuated by political and how far
by financial considerations. On the evidence, it
seems as if groups of financiers had leagued together
to induce their Governments to bring united pressure
on the Chinese Government to borrow larger sums of
money than were wanted, and to admit into this
financial participation Powers which, like Russia and
Japan, had no money of their own to lend but had
heavy political axes to grind. Although the Foreign
Offices of European Powers may have been actuated
in part by the principle that it was best to act in
concert so as to prevent loans from individual groups
which would be used to obtain political advantages
for particular countries as against the general advan­
tage of China itself, it is practically certain that
business men ran this policy for all it was \vorth,
seeing how it might be worked to secure for them a
II cinch" upon this profitable lending. They were
to find the money, their Government \vas to extort
guarantees for the security of this money and, by
stopping the competition of other groups, either in
their own country or elsewhere, to secure for them
better terms than they could have got had the business
been conducted on the principle of H the open door."
The Times, in writing of the incident, descri~ed

the Six-Power Group as the "financial agents" of
their Governments. But it would probably be more
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consonant with the facts to describe the Government
as the" political agents" of the groups. One thing
is tolerably clear, viz. that" the general advantage
of China" played no real part in determining the
action either of groups or Governments.

The financiers were after safe and profitable loans,
the Governments were either after spheres of influence,
as with Russia and Japan, or after preventing one
another from pursuing a separate and exclusive
policy of marking out areas of political an.d economic
control.

This joint political-financial coercion of China
eventually broke down. But as an episode in foreign
policy it is most illuminating. For it shows from a
typical modern instance how the money power within
each State is able to utilize a foreign policy, in w1tich
Governments are continually wobbling between con­
flicting " principles" of " spheres of influence" and
" open door," for the purpose of promoting lucrative
financial operations. For the business men of the
Great Powers, China is a huge field of commercial and
financial exploitation, and their respective Govern­
ments with their shifty policies are tools for its profit­
able working. During the war Japan and Russia
have utilized the great advantage of proximity, and
when the fog is once more cleared will be found to
have played havoc with the If open door," forcing
their exclusive pretensions, commercial and political,
upon large areas which they had already marked
down for absorption..

Such has been the common history of the processes
by which countries, which had begun by being
I' areas of legitimate aspiration " to powerful business
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groups, pass along the diplomatically graded path
towards "spheres of influence," protectorates or
colonial possessions. No doubt it is true that wIlen
this takes place politics is " in it 'i on its own account,
as well as business, but the active initiation and direc­
tion are generally exercised by the latter. Even in
those modern instances of French and Russian
Imperialism, where political pride or distinctively
territorial ambitions figure most prominently, the
II dark forces" of finance have been constantly
operative in the background.

Once more I repeat, it is not a question of the
volume of power but of its direction. Political and
sentimental policy is more fluctuating and volatile
than economic policy. The late Sir James Stephen
truly said, " The world is made for hard practical
men who know what they want and mean to get it."
Though " practical" is not wholly synonymous with
II business," the business world furnishes by far the
largest scope for II hard practical" ability. Imperial­
ism is the decorative title for the widest operation
of this practical ability, and militarism and navalism
are essential instruments for its profitable exercise.



This page intentionally left blank



Article 12



CHAPTER IX

ECONOMIC INTERNATIONALISM

§ As we have stated these principles of income
and its uses, they are fully applicable only to
a completely self-contained economic system,
i.e. to the whole -world of effective economic
intercourse, or to some virtually self-contained
nation. When we seek to apply them to nations
whose members are in close marketing relations
with the members of other nations, or where
considerable freedom of migration exists, modifi­
cations and retardations in the application of
these principles are inevitable. An illustration is
furnished 1?y the contrast between the present
condition of employment -in Fr"ance and in
Britain. France, still a semi-industrialised country,
with less inequality of incomes than Britain, a
rigorously controlled growth of population, and
an obstructive tariff system which makes her less
dependent than most other advanced countries
upon economic intercourse with outside areas,
has virtually no unemployed capital and labour.
Britain, more fully industrialised, dependent upon
outside markets for essential foods and many raw
materials, and for the disposal of her growing
output of manufactures, and with a still growing
population, is confronted with an apparently
insoluble problem of unemployment.



ECONOMIC INTERNATIONALISM 115

If there were free trade, free mobility of
capital and labour, throughout the economic
world, with more effective international banking
and finance, it seems to sonle economists that
full employment, maximum productivity, and
such a distribution of the 'surplus' as would ·satisfy
all reasonable claims of equity and humanity
would ensue. But to the attainment of any such
ideals there are two related obstacles. The first
is an uncontrolled industrialism under new con­
ditions of technique and organisation spreading
rapidly througll hitherto backward and un­
developed countries. The second is a continuing
rapid increase of world population, of which a
growing proportion COllsists of coloured peoples
adaptable to labour under white control and at
low rates of real wages.

Now, here enters a new possibility of danger,
which elsewhere I have designated Inter-imperial­
ism, an economic international co-operation of
advanced industrial peoples for the exploitation
of the labour and the undeveloped natural
resources of backward countries, chiefly in Africa
and Asia. It would be feasible for the Capitalist
groups in the advanced countries to suspend
their costly struggles for areas of exploitation,
conducted with the forced aid of their respective
Governments, and accompanied, as a costly
by-product, by great and little wars, and to
work in friendly co-operation for the common
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exploitation of these backward countries and
their peoples. Such an international economic
policy easily emerges from a growth of inter­
national Cartels in many fields..Oil, copper,
rubber, cotton, and a growing number of
raw materials point to the progress of such
international operations, conducted with the
connivance or active support of the several
Governments whose group-interests are involved.

There is a growing disposition to move in this
direction on the part of Big Business threatened
by the growing Trade Unionism and political
power of white workers. Why should not labour
troubles caused by white workers and their
socialistic legislation be bought off by high wages
and other good conditions at the expense of the
backward peoples? Thus the economic division
of interests might take a new shape. For the
cleavage between Capital and Labour, or strong
and weak industries, in the Western World
might be substituted a less dangerous division.
But, regarding the economic system as a whole,
this policy could only hope to· ease the immediate
situation in the West. It could offer no' final
remedy to the disease of an inadequate expansion
of markets due to maldistribution of purchasing
power. It could only alter the shape of the
problem. A world-commerce system conducted
under such conditions would retain and very
probably enhance the inequality ofincome which,
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as we have seen, disables effective demand for
commodities from keeping pace with the increase
of the industrial producing power. Nothing short
of a continuous advance in the consuming power
of the great, new backward peoples with their
increasing numbers could find adequate employ­
ment for the constant advances of' productive
power in the countries equipped with moderl1
methods of manufacture.

§ But since neither in a competItIve industrial
system nor in the new cartelised systenl whicll
presses to take its place is there any reasonable
hope· of developing a price and wage system
which shall stimulate adequately this advance
of effective demand in backward countries, we
appear to be faced with a continual recurrence
ofcycles ofgrave depressi<;>n in the manufacturing
industries of the advanced countries, and their
familiar reactions upon fiIlance, commerce, and
agriculture. It is these experiences, and fears of
their repetition, that drive most industrial nations
into protection in a vain effort to retain a home
market adequate to the demands of the ne,v
prodllctive technique. The effort mllst be vain,
for even if this protective system brought a
rising standard of wages for a controlled popu­
latioll, tllat rising standard could not keep pace
witll tIle g'rowirtg productivity of manllfactures.
An illdustrial country cal1not ill the IOllg run
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live on its home market. It must continually
seek more foreign areas in which to buy and
sell and invest and develop.

Some alleviation of this situation, is, however,
possible. So far as a greater equalisation of
income in an industrialised country is attainable,
either by Trade Union organisation (with restric­
tion on the growth of workers' families), or by
political action in the shape of minimum wages
and maximum hours regulations, or by public
subsidies levied upon surplus income, the 'other­
wise wasteful elements ofsurplus can be converted
into human welfare. So far as this equalisation of
income stimulates consumptiqn, and reduces the
proportion of attempted material 'saving', it will
furnish larger employment for industrial resources,
employing more of the new saving at home and
exporting less of it. This more equal distribution
of income would thus reduce the proportion of
income saved, though not necessarily the amount
ofsaving. For the total product and income would
be larger. It would tend to restrict the pace of
growth of industrial capital by diverting· much
of the potential new industrial capital to direct
human consumption, either as personal income
or as social welfare. This policy would bring a
fuller use of productive resources, greater total
productivity, and greater human benefit from
the larger aggregate income, or from its substi­
tute, the larger leisure.
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But though a single nation, like Britain, might
put into operation this improved economy with
some benefit, it could not get or retain the full
h·uman or economic gain, unless some corre­
sponding movement towards equalisation of in­
comes and enlargement of consuming powers was
taking p.lace in all or most other countries
forming integral parts of the world-economic
system. For if in a single country, e.g. Britain,
this policy were in operation, new capital would
tend to flovv into other countries where a sweating
economy was still feasible. Penalties or prohi­
bitions upon such enlarged export of capital, if
effective, would make for an isolated economic
state which, ill the case of Britain, Dlight bring
such impoverishment that a better distribution
of the reduced product would not yield a net
gain of welfare.

So far as free mobility of flow of capital and
goods exists, it is ilnpossible to guarantee full
employment in a single country. If labour were
as mobile as capital, actual unemployment might
not occur. What would happen would be that
less productive work was done in some national
areas, more in o~hers, for the benefit of the world­
economic system. But labour continues to be far
less mobile than capital. This is partly because
labour consists of labourers, human beings \vith
attachments and interests outside the economic
sphere, who are not willing to place themselves
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indifferently in any part of the world where
higher wages call them. Still more potent ~re

the obstacles put upon free immigration in
countries where organised labour can conserve
its superior economic status by legal restrictions
upon entrance into its sphere.

§ These considerations make it evident tllat full
productivity and employment can only be attain­
able in such a country as Britain by a combination
of two lines of economic policy. An internal
policy of higher wages and of taxation directed
to secure for public expenditure a larger share
of rents and other surplus incomes would, by
increasing the current consumption or demand
for commodities, at once permit fuller employ­
ment of all existing productive resources, and
stimulate employers and their brain-workers to
discover and apply the best methods of technique
and organisation. It is possible that this policy,
boldly pursued, might so reduce costs of prq­
duction per unit of the product in industry and
agriculture as might not only hold the home
'market against foreign competition in manu­
factured goods, but also secure so large an export
market as to pay for all the larger importations
of food and raw materials which the enlarged
consumption of our population would require.
On this hypothesis we could, out of the better
use of our own hands and brains, by a policy
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of better internal distribution, so raise our pro­
ductivity as to secure economic health and
progress without external assistance. But this
assumes that other industrial nations are not
cutting their costs of production by operating
the new technique without any corresponding
measures for the better and more eqttal distri­
bution of consuming power. A policy of low
wages, long hours, and low taxation in other
industrial countries competing with us in the
world-market might still enable them to secure
so large a sha~e of the limited t world-market as
to continue to restrict the output of our export
trades.

§ It is essential that Labour in this country
should recognise the limitations of a High-Wage
·Short-Hours policy for our workers. In every
industry there are opvious limits to 'the economy
of high wages' in the promotion of efficiency.
Though it is true that in America high wages,
established during times when there was a
relative shortage of hired labour, have been both
cause and effect of efficient machine production,
in "Germany and other Continental countries
high technical equipm~nt is operated on a
definitely lower wage and hours standard. Our
recent losses of important foreign markets are

1 i.e. limited by the failure of world-markets to keep pace with
the rising powers of world-production.
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undoubtedly attributable in part to the lower
costs of labour in nations competing for a limited
world-market. Under such conditions if will not
be possible for us to maintain a standard of
living much higher than tha~ of our trade com­
petitors. This would be realised more clearly if
the final irrelevance of political barriers to trade
were not obscured by tariffs and other false
pretences that nations are trading with one
another. It is only individual businesses or indi­
vidual men who conduct trade. Everybody is
aware that, if some English firms in a competitive
business can get cheaper labour than other
English firms, it is an advantage to them in
getting contracts. within this country. It is just
as certain that, if these English firms are com­
peting with foreign firms for contracts, the lower
labour-costs of the foreigners will help them to
outbid our firms. When low wages are accom­
panied by inferior capital equipment, the lower
wage-bill may be offset by the inferior plant.
But where technique and organisation are com­
bined with lower wage-rates, as in Germany, it
is foolish to suppose that legal or Trade Union
action can maintain wages in this country at
a definitely higher level. They can do so in the
sheltered trades but at the expense of the un­
sheltered, and with ever-growing difficulty in
exporting goods enough to pay for the foreign
goods and materials we require, and in taking



ECONOMIC INTERNATIONALISM 123

our ,part in the development of backward
countries. That this last function is far less
important than before has already been admitted.
Other nations, America in particular, can afford
to export capital in larger quantities for world­
development. Moreover, the approaching stabili­
sation of our population reduces the importance
of providing increased funds of foreign food and
materials.

Nevertheless, we cannot afford to shut our
eyes to the fact that our world-trade supremacy
has gone and is irrecoverable. Rationalisation
may h~lp us to recover some foreign markets,
but not if it is accompanied by wage-standards
that disregard those of well-equipped foreign
competitors. If, as there is no doubt, large
bodies of surplus profits, rents, and other un­
earned incomes exist in this country, taxation is
a better instrument for a social policy of utilising
them than wage-raising. For wage-raising in a
competitive trade destroys the weaker businesses,
and enables the surviving stronger ones to raise
the price of the product, either by combination
or by the reduction of supply due to the elimina­
tion of the weaker businesses. A progressive
profit-tax has no such effect, and simply diverts
to public revenue and social services wllat the
trade can afford to pay. The pressure for expan­
sion in our foreign.market more and more takes
the shape of seeking trade in backward countries,
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and is a struggle for this trade with exporters
from countries that were once our customers.
That enormous potential markets exist In ~Africa,
China, and elsewhere there can be no doubt,
but the expansion of these markets requires a
complete reversal of the economic exploitation
that has hitherto prevailed in the relations
between advanced and backwarcl countries. So
long as a large part of the food and raw materials
raised in tropical and other backward, non­
industrial countries is the product of ill-paid or
servile labour, the low consumption of imported
manufactures in these countries will serve as a
real restraint upon the productivity and full
employment of the manufacturing trades in the
exporting nations. A policy of better distribution
of income in this country requires, therefore, to
be supported by a corresponding movenlent in
other countries, both those in direct competition
with us as exporters of manufactured goods and
those which produce the foods and raw materials
we require, and receive in payment our manu­
factures.
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