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To operate efficiently, the new industries required heavy capital investment in large-scale 
units. Accordingly, they encouraged the development of capital markets and banking 
institutions that were large and flexible enough to finance the new enterprises. The larger 
capital markets and industrial enterprises, in turn, helped push forward the geographic 
scale of operations of the industrialized nations: more capital could now be mobilized for 
foreign loans and investment, and the bigger businesses had the resources for the 
worldwide search for and development of the raw materials essential to the success and 
security of their investments. Not only did the new industrialism generate a voracious 
appetite for raw materials, but food for the swelling urban populations was now also 
sought in the far corners of the world. Advances in ship construction (steamships using 
steel hulls, twin screws, and compound engines) made feasible the inexpensive movement 
of bulk raw materials and food over long ocean distances. Under the pressures and 
opportunities of the later decades of the 19th century, more and more of the world was 
drawn upon as primary producers for the industrialized nations. Self-contained economic 
regions dissolved into a world economy, involving an international division of labour 
whereby the leading industrial nations made and sold manufactured products and the rest 
of the world supplied them with raw materials and food. 

In the light of Britain's manufacturing supremacy, exclusivity and monopolistic trade 
restraints were less important than, and often detrimental to, the need for ever-
expanding world markets and sources of inexpensive raw materials and food. 
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With the new trade strategy, under the impetus of freer trade and technical progress, 
came a broadening of the concept of empire. It was found that the commercial and 
financial advantages of formal empire (1) could often be derived by informal means. The 
development of a worldwide trade network, the growth of overseas banking, the export 
of capital to less advanced regions, the leading position of London's money markets—all 
under the shield of a powerful and mobile navy—led to Great Britain's economic 
preeminence and influence in many parts of the world, even in the absence of political 
control. 

 

Settlers in the American West, 19th century 

In 1800 Europe and its possessions, including former colonies, claimed title to about 55 
percent of the Earth's land surface: Europe, North and South America, most of India, the 
Russian part of Asia, parts of the East Indies, and small sections along the coast of Africa. 
But much of this was merely claimed; effective control existed over a little less than 35 
percent, most of which consisted of Europe itself. By 1878—that is, before the next major 
wave of European acquisitions began—an additional 6,500,000 square miles (16,800,000 
square kilometres) were claimed; during this period, control was consolidated over the 
new claims and over all the territory claimed in 1800. Hence, from 1800 to 1878, actual 
European rule (including former colonies in North and South America) increased from 35 
to 67 percent of the Earth's land surface. 

European influence around the globe increased with each new wave of emigration from 
Europe. Tides of settlers brought with them the Old World culture and, often, useful 
agricultural and industrial skills. An estimated 55,000,000 Europeans left their native 
lands in the 100 years after 1820, the product chiefly of two forces: (1) the push to 
emigrate as a result of difficulties arising from economic dislocations at home and (2) the 



pull of land, jobs, and recruitment activities of passenger shipping lines and agents of 
labour-hungry entrepreneurs in the New World. The outward movement of European 

peoples in any substantial numbers naturally was tied in with conquest and, to a greater or 

lesser degree, with the displacement of indigenous populations. 

(1) Formal Empire: Formal and informal Empire describe the spheres of influence of an 

empire. The colonies or territories that were directly administered by the British Crown 

belong to the formal empire.  The territories under the commercial and strategic interest 

of the Crown but not directly administered by it belong to the informal empire.  Definition 

of empire: an extensive group of states or countries (colonies) ruled over by a single 

monarch, an oligarchy, or a sovereign state. Example: The Roman Empire. 

------------------------------------------------------------------------------------------------------------ 

The new Militarism 

 

Russo-Japanese war, 1905, Cartoon 

The complex of social, political, and economic changes that accompanied the new 

industrialism and the vastly expanded and integrated world commerce also provided a 

setting for intensified commercial rivalry, the rebuilding of high tariff walls, and a revival 

of militarism. Of special importance militarily was the race in naval construction, which 

was propelled by the successful introduction and steady improvement of radically new 

warships that were steam driven, armour-plated, and equipped with weapons able to 

penetrate the new armour. Before the development of these new technologies, Britain's 

naval superiority was overwhelming and unchallengeable. But because Britain was now 



obliged in effect to build a completely new navy, other nations with adequate industrial 

capacities and the will to devote their resources to this purpose could challenge Britain's 

supremacy at sea.   

The new militarism and the intensification of colonial rivalry signalled the end of the 

relatively peaceful conditions of the mid-19th century. The conflict over the partition of 

Africa (1884), the South African War (the Boer War) (1899-1902), the Sino-Japanese War 

(1894-1895), the Spanish-American War (1898), and the Russo-Japanese War ´(1905) 

were among the indications that the new imperialism had opened a new era that was 

anything but peaceful. 
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The new Imperialism 

 

“Speak softly and carry a big stick”, US President (1901-1909) T. Roosevelt 

The new imperialism also represented an intensification of tendencies that had 
originated in earlier periods. Thus, for example, the decision by the United States to go to 
war with Spain cannot be isolated from the long-standing interest of the United States in 
the Caribbean and the Pacific. The defeat of Spain and the suppression of the 
independence revolutions in Cuba and the Philippines gave substance to the Monroe 
Doctrine: (1) the United States now became the dominant power in the Caribbean, and 
the door was opened for acquisition of greater influence in Latin America. Possession of 
the Philippines was consistent with the historic interest of the United States in the 
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commerce of the Pacific, as it had already manifested by its long interest in Hawaii 
(annexed in 1898) and by an expedition by Commodore Matthew Perry to Japan (1853). 
The new imperialism marked the end of vacillation over the choice of imperialist military 
and political policies; similar decisions to push imperialist programs to the forefront were 
made by the leading industrial nations over a relatively short period. Two developments 

in the late 19th and in the beginning of the 20th century add to the significance of the 

“New Imperialism: 1. notable speedup in colonial acquisitions; 2. an increase in the 

number of colonial powers 

1. The Monroe Doctrine was declared in a few paragraphs of President James 

Monroe's seventh annual message to Congress on December 2, 1823. Monroe 

warned European countries not to interfere in the Western Hemisphere, stating 

"that the American continents. . .are henceforth not to be considered as subjects for 

future colonization by any European powers." The Monroe Doctrine became a 

cornerstone of future U.S. foreign policy. 
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Informal Empire 

 

 

Despite the absence of formal empire, the British were able to attain economic 

preeminence in South America. Spanish and Portuguese colonialism had left a heritage of 

disunity and conflict within regions of new nations and between nations, along with 

conditions that led to unstable alliances of ruling elite groups. While this combination of 

weaknesses militated against successful self-development, it was fertile ground for 

energetic foreign entrepreneurs, especially those who had technically advanced 
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manufacturing capacities, capital resources, international money markets, insurance 

and shipping facilities, plus supportive foreign policies. The early orgy of speculative 

loans and investments soon ended. But before long, British economic penetration entered 

into more lasting and self-perpetuating activities, such as promoting Latin-American 

exports, providing railroad equipment, constructing public works, and supplying 

banking networks. Thus, while the collapse of the Spanish and Portuguese empires led 

to the decline of colonialism in the Western Hemisphere, it also paved the way for a 

significant expansion of Britain's informal empire of trade, investment, and finance 

during the 19th century. 
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Britain´s conversion to free trade in the 1840s coincided with a determined effort to open 

up new markets. The volume of Britain’s overseas trade had expanded steadily since 1815. 

The larger outlets were Europe and the United States, which together accounted for two 

thirds of the exports in the year 1827. This pattern continued for the next forty years. In 

1867, when Britains exports totaled 181 million pounds, good sold in countries outside the 

empire accounted for 131 million. There had been expansion everywhere, most 

spectacularly in South America where, in 1867, Argentina, Brazil, Chile and Peru 

imported products worth just over 12 million pounds. Britain possessed under half the 

worlds industrial capacity. The expression “workshop of the world” is now a cliché, but it 

still best describes Britain’s international trading position from 1815 to 1870. Britain was 

also exporting her technology to other countries to assist their programmes of 

industrialization. Britain also exported capital. The accumulated private wealth of the 

country, drawn from both industrial and agricultural profits, was channeled into foreign and 

imperial investments. British capital flowed aboard. By and large, middle-class and 

aristocratic investors prudently chose to put their money in stocks which offered a fixed 

annual return than in speculative ventures. Raising capital for foreign governments and 

commercial enterprises, along with banking, marine insurance and stockbroking were the 

work of the city of London.  These specialisms, experience and the sheer volume of money 

available in Britain for overseas investment assured London preeminence among the 

world´s financial centers.  

London lay at the hub of an unseen empire of money. The Industrial Revolution had 

made possible a financial revolution, well advanced by 1870, in which Britain became 

the world`s major exporter of capital. By injecting large sums of money into 

underdeveloped and developing economies, British investors were stimulating new 

demands. British funded enterprises such as cattle ranches in Uruguay, railroads in America 

and Indian cotton plantations drew new countries into her global network of trade.  

Free trade required the uninterrupted passage of goods and services through nations and 

local legal systems that offered justice to the businessmen who had suffered losses. 

Informal empire, even if it meant waging wars against countries which obstinately refused 

the blessings of free trade, was almost universally supported by the business community. 

Arrogance and resolution were needed in what was known as the gunboat diplomacy.  
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By 1870 the apparatus of informal empire was in place in every quarter of the world. The 

informal empire depended on British maritime supremacy. By then Latin America was safe 

for business and investment. Even though the primary purpose of informal empire was to 

make the world a safe place for the British to trade in, it was also the imposition of a higher 

morality. Slavery and piracy were wrong, and, when they moved abroad, the British 

expected to find the same standards of official honesty and detachment as obtained at 

home.  

James, Lawrence, “The rise and fall of the British Empire”; St. Martin´s Press, 1996, 

from: Chapter: Power and Greatness: Commerce, Sea power and Strategy, 1815-70 

 

Gunboat diplomacy / USA-Teddy Roosevelt (Cartoon) 

   

 

 

 

 

 

 


