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J. Shield Nicholson’s Project of Empire:

The Edinburgh Economist Evolved from a Free Trader
into a Premier Apologist for Imperialism

By ROBERT H. DEANS and JANET S. DEANs*

ABSTRACT. In the world economy at the turn of the century, great empires
competed for position—those of Great Britain, the newly imperialistic United
States, Germany, France and others. Britain, champion of free trade, finding
its world status weakened by rising colonial nationalism, became racked with
debate over imperial union or federation, empire free trade, preferential tariffs
or protectionism, a common defense or independent strategy. A key figure in
the controversies was J. Shield Nicholson, who evolved from a free trader into
an imperialist apologist. Nicholson foresaw some of the problems the neglect
of which explain in part the eventual dissolution of the empire: the colonies as
sources of raw materials and foodstuffs or of manufactures, the allocation of
the costs of defense and the protection of the mother country’s economy. The
debates, and especially the evolution of Nicholson’s positions, illustrate how
economic #deologies developed during the period.

1

Introduction

AT THE TURN OF THE CENTURY, militarism, protectionism, and imperialism were
dominant features of Western European politics. Great Britain, the champion
of free trade, found its world position weakening because of colonial nationalism,
the fiscal burden of small wars, the decline in its relative trade position world-
wide and with its colonies, the rising import needs for foodstuffs and industrial
raw materials, and the military threat from the German Empire. Renewed interest
in pacific schemes for imperial federation in Great Britain was an effort to combat
disintegration of the Empire and to promote a common defense in case of war.
Open debate, at times hostile, was waged by academics, members of Parliament,
civil servants, and journalists.

Between the establishment of the Imperial Federation League in 1884 and
the collapse of the Colonial Conference in 1911, numerous attempts were made
to resolve the issues of free trade versus protectionism, imperial and colonial

* [Robert H. Deans, Ph.D., is associate dean and professor of economics in the School of
Business and Management, Temple University, Philadelphia, PA 19122; Janet S. Deans, Ph.D., is
associate professor of economics, Chestnut Hill College, Philadelphia, PA 19118 ]
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320 American Journal of Economics and Sociology

trade policy and the fiscal burden of common defense. The Cobdenite Liberals
believed that by strengthening the liberal elements in society, the nation could
reconstruct its methods of earning income and meet head-on the new inter-
national competition generated by the United States and the German Empire.
Conversely, protectionists such as W. A. S. Hewins, William Cunningham, and
William J. Ashley believed that the competitive industrial world economy re-
quiring Great Britain to purchase raw materials and foodstuffs and, in turn, sell
industrial goods was best served by the advantages of exclusive possession of
particular markets by means of preferential tariffs and imperial federation.

So again the colonial question became an issue, culminating in the 1903 Tariff
Debate.! This movement was an expression of necessary change in economic
relations of the Empire and growing competitiveness with the German Empire
and the United States. By tariff reform, the proponents wished to broaden the
basis of taxation by a preference system in hopes of stimulating home industry
and increasing employment. To the adherents of radical liberal ideology such
as John A. Hobson, the developments described by the late Victorians using
such words as empire and imperialism, were the inevitable consequences of a
monopolistic capitalist economy. To Hobson and, eventually V. I. Lenin, im-
perialism created the deadly competition of rival monopolies which would lead
to war and a final crisis for capitalism.?

A major figure in the debate, J. Shield Nicholson (1850-1927), was a highly
respected and recognized classical economist, trained at Cambridge and holder
of the Chair of Political Economy and Mercantile Law at Edinburgh. On questions
of imperial economic policy, and banking and currency, he attained a position
of authority, and his major economic writings constituted an adequate guide to
the major economic controversies of the half-century ending in 1925.

During the last quarter of the 19th century, he was immersed in the bimetallic
controversy which appeared in Silver Question (1888), and Treatise on Money
and Essays on Monetary Problems (1888) which Joseph Schumpeter praised as
a significant original work that economists have unjustly ignored. His major
work, the three volumes of the Principles of Political Economy (1893-1903),
which took a place deservedly high beside those of Marshall and Sidgwick,
completed the 19th century tradition of classical economics (defender of Smith
and Mill) and ended the first period of his economic writings.

The next 20 or so years were absorbed with the economic welfare of the
British Empire, with the period up to World War I devoted to the imperialist
controversy. Initially, he supported the free trade doctrine of the Cobden group
which was verified in the Tariff Question (1903) and History of the English Corn
Laws (1904). By the time Project of Empire was published in 1909 and of his
address before the Royal Economic Society in 1910, “Economics of Imperialism,”
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J. S. Nichoison 321

he had accepted imperial federation with justification for protection under certain
circumstances.? The Project of Empire, a current restatement of Smith’s Wealth
of Nations, supported the merits of an imperial policy similar to the imperial
union of federation of the United States and of the German Empire.

Nicholson was somewhat unique among the economic writers of the period
since he did not advocate an imperial scheme which espoused political unity,
but rather the establishment of an imperial parliament.* The Project was an
economics of empire where internal commercial relations, external commercial
policy and defense were mutually intertwined to the benefit primarily of the
mother country and only secondarily to the welfare of the colonies.

In his writings on the subject, he presented a coherent analysis of the Smithian-
Mill doctrine of international trade as the foundation of a colonial policy that
would lead to the mutual defense and national economic progress of the Empire.
Coercive actions that led to monopoly and restrictive policies as well as dogmatic
simplification of the free trade doctrine were anathema to this effort for it placed
the profit of the individual above the advantage of the nation.

By following the original principles of Smith, the Empire would avoid the
evils of despotism and bureaucracy usually associated with the term imperialism.
Throughout this phase, Nicholson emphasized that free trade was not incom-
patible nor protection identical with patriotism.

The last phase of his professional career was influenced by his patriotic spirit
and he wrote on successive phases of the struggle which had direct overtones
to defense and survival of the Empire. Among his major works were: The Neu-
trality of the United States in Relation to the British and German Empires (1915),
“Free Trade and Protection: A Reconciliation” appearing in War Finance (1916
and 1917), Inflation (1919), and the Revival of Marxism (1920).

The purpose of this paper is to assess Nicholson’s economic writings pertaining
to the imperial question and to demonstrate his practical analysis of the eco-
nomics of empire in terms of reconciling a free trade doctrine with an imperial
preference system. A strong nationalist, Nicholson did not foresee the decline
of Britain’s political power and economic structural transformation as it ap-
proached World War I. The consequences of this issue will reemerge in the
interwar period, and the influence of Nicholson and other British imperialists
will appear in the 1923 Conference and Parliamentary debates of the early 1930s.>

Historians of economic thought have neglected many of the political econ-
omists who continued to dwell in the post-Millian stratum, a period marked by
the decline of classical economics and the emergence of the Marshallian period
in Great Britain. Surprisingly, the textbooks of history of economic thought have
ignored the English imperialists (defenders of the Empire) as a group even
though theirs was a period of significant change and instability.
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1T
Free Trade Argument

To NICHOLSON THE OBJECTIVE of the political economy of every country is to
increase the riches and power of that country. The attainment of this objective
meant the establishment of an imperial organization under freedom of trade
where the productive powers of a nation could be used to their greatest natural
advantage. The natural advantage criterion propounded by classical economists
suggests two comments according to William Ashley:

“. . . the greater cheapness with which one country can produce goods as compared with
another is obviously in some cases due to no peculiar advantage in the geographical sense,
but simply to the historical fact that the manufacture was established there earlier. The other
is that a country may even possess geographical advantages for a particular production but
be unable to develop them if importation is free, because for the time being, another country
is producing more cheaply.”

But, Nicholson’s argument for free trade must be viewed in terms of the
reality of imperial union as contrasted with the idea of an independent sover-
eignty. Free trade must be viewed as a common thread to foster the union; on
the other hand, the realization of union may require at times partial restrictions
on imports or eventually an imperial preference scheme because the major
objective is common defense.

Adam Smith provided Nicholson the support he needed to express his project
of empire. First, at the time of the publication of the Wealth of Nations, the
British Empire was confronted with the American Colonies question. In the
latter part of the 19th century, the British Empire faced both the political insta-
bility of the acquired new possessions and the growing self-sufficiency of many
colonies. In these accounts, Smith’s original discussion of an Imperial Union
therefore seemed appropriate for Nicholson’s plan. Second, the question of
national defense and the role of free trade in Nicholson’s scheme was a major
concern of Smith’s colonial policy. Finally, Smith’s free trade doctrine had been
misunderstood and the decline of classical economics could be arrested by a
restatement of Smithian doctrine.

Nicholson believed that Smith avoided abstractions because they only pre-
sented one aspect which tended to misrepresent the truth. Instead, he presented
ideas with which practical statesmen and businessmen could work. The free
trade debate suffered from this trait. It resulted in acceptance of protectionist
arguments that obscured the links of free trade to a successful colonial policy.

Nicholson’s views on free trade were stated mainly in Volume I1I of the Prin-
ciples” The essence of free trade was equality and uniformity in the financial
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J. S. Nichoison 323

treatment of home, colonial, and foreign produce of the same kind. Taxes on
goods for revenue purposes were allowed as well as duties on imports provided
there were corresponding excises on similar products. Generally, the classical
writings of Smith and Mill became the foundation of his ideas, although D. F.
Bastable’s Theory of International Trade is quoted frequently.®

In the Principles and Project of Empire there was a parallel between interre-
gional and international trade implying that factors were mobile internationally
as well as between regions. This trade was based on absolute advantage and
was supportive of the cost of production theory.® Thus, Nicholson emphasized,
“free imports encourage cheapness and abundance,” and safeguard the wages
and employment of labor, eventually leading to export rewards.'

The second consideration was that trade is essentially a means of disposing
of surplus produce obtained by extending the division of labor beyond the
scope which the domestic market could support. This is the so-called “vent for
surplus” doctrine which confirmed that free trade was necessary in order to
achieve the ongoing process of growth.

Like most classical writers Nicholson recognized a number of exceptions to
the free trade case. Import duties levied for defensive purposes were allowed,
and other protective arguments were acceptable (e.g., avoidance of unemploy-
ment of productive labor within the country, and artificial encouragement to
retain capital, in order to secure profits, act as insurance against unemployment).

For if they were not allowed there would be distortions of the price mechanism
which would injure what Nicholson called the national advantage."" Nicholson,
like other British imperialists, justified the rise of “national advantage” in a
comparative rather than a positive sense when he suggested, “possession is
necessarily a good thing for a country which has it.”"?

The transformation from natural to national advantage began with Smith’s
defense of the Navigation Acts and is clearly exemplified by Mill’s “infant industry
argument.” In conclusion, Nicholson stated, ‘‘Protective duties and bounties
only direct employment of a comparatively small amount of labor and capital
of a country; the greater part will be employed according to natural and acquired
advantages of the country relative to those of other countries.”"

The employment of capital and labor were influenced by the scarcity of capital
stock in the self-governing colonies and the potential overpopulation in the
mother country. Nicholson’s discussion did not give particular attention to the
emigration issue nor was he concerned with colonial dependencies, such as
India. The employment of capital was related to profits and the national advan-
tage.™ Capital was to be employed first in the home country even if foreign
profits were greater.
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The advantage to the home country consisted in the consumption and repro-
duction of capital as a means of increasing exchange and output.

A capital therefore employed in the home trade will make twelve operations or be sent out
and returned twelve times before a capital employed in the foreign trade of consumption
has made one. If the capitals are equal . . . the one will give four and twenty times more
encouragement and support to the industry of the country than the other.””

He extended this view to the British colonies in terms of directing capital outflow,
but the near trade with France was more advantageous than the distant trade
with Canada because of the cost and time involved in reproducing consumption.
Finally, employment of capital by the home country encouraged exports and
the advantage was magnified where the exports consisted of larger proportions
of native produce.

Profits attracted investment but high profits could be artificially created by
monopoly or by shortages of capital stock. In the case of monopoly profits,
investment would be forced from natural employment to the disadvantage of
the mother country, causing payments to the unproductive and creating unem-
ployment in the home country. When would exports of capital be advantageous?
Nicholson stated that when interest rates and profits were higher abroad, it
meant there would be surplus capital and high import prices. The capital outflow
would eventually lead to lower import prices, leading to an increase in home
production and an increase in consuming power on the part of laborers. Attempts
to restrain capital from being sent to other countries by import taxes to encourage
inefficient production would only raise prices and wages leading to reductions
in consumption and employment.’®

A major shortcoming of Nicholson's theory of the employment of capital was
due to his unwillingness to accept the neoclassical marginal productivity theory
which in turn was because of his artificial encouragement of British manufacturing
to safeguard employment and his reaction to abstract model building.!” Nichol-
son, like Smith, was concerned that capital would end up in activities that were
distorted by profit opportunities and to some extent this could be evidenced by
protective measures on local industries, including import taxes or bounties, as
well as the monopoly trade enjoyed by stock companies and British overseas
investment in the self-governing colonies.

At the same time he supported free trade and the greater benefits from capital
employed in home trade as a means to increase exports, he accepted protection
or government interference where natural conditions prevailed. Originally, nat-
ural conditions referred to geographical barriers and transportation costs which
prohibited shipments of agricultural goods. More relevant under private enter-
prise was where profits could not be a test of public advantage such as utilities
where the future return could not justify private investment. Second, some com-
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mercial undertakings were unsuited for private effort on account of abuses that
may occur, so the establishment of regulated companies could be allowed. What
bothered Nicholson was that the necessary functions of the State regarding reg-
ulation of industry and commerce had gone beyond what could be called nec-
essary.

He was willing to accept protection for national defense industries but oth-
erwise the test for accepting the protective argument depended on the effects
of monopoly. In the case of custom duties the original justification in Great
Britain was to promote monopoly. Instead, Nicholson accepted this tax if it
yielded considerable government revenue, and concurrently destroyed home
producers’ monopoly.

Taxes levied solely to provide government revenue were opposed when they
fell on “necessaries of life” since they only raised prices. The aftermath of the
repeal of the Corn Laws in 1846 was strong sentiment for free trade by producers
who saw that regulation had resulied in higher wages. It was admitted that taxes
would reduce employment but there were instances where the end result was
different. For example, where imported raw materials replaced domestic labor
and the manufactured product was protected by prohibitions on foreign con-
sumption, monopoly profits were earned especially if bounties on exports ex-
isted.”® So, Nicholson supported import taxes if they created employment and
the repeal of the duty was solely in the interest of the profits of the manufacturer.

Generally, Nicholson proposed four additional arguments where home in-
dustry could be protected beyond the above conditions, arguments which were
borrowed from Adam Smith and partly from the classical tradition continued in
the writings of John Stuart Mill."*?

First, borrowing from Mill’s four fundamental propositions on capital, Nichol-
son emphasized that industries suffering capital shortage which could lead to
an expansion of exports should be protected. But all indications in Great Britain
were that even though there was a continual increase in capital retained at
home, the export of capital continued to grow, because of the surplus, so pro-
tection did not seem justified.

Second, where the employment of capital and labor was greater than the
consumption gained from capital employed abroad, it was essential to give
support to local industry, “provided . . . he can obtain the ordinary or not a
great deal less than the ordinary profits of stock.”*

Third, the displacement of capital and labor by a foreign producer which can
supply a2 commodity cheaper than the home industry can produce it, may not
be in the best interest of the home country. If the displaced capital and labor
is utilized in a less advantageous employment and the exchange value of its
annual produce is diminished beyond the initial gains supplied by a foreign
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producer, the home country has not experienced a net increase in annual
produce !

Finally, the displacement of capital and labor must be evaluated in terms of
the effect on profits. Lower profits could be a reason for not supporting free
imports of the specific commodity. If the displaced capital and labor cannot
find as fruitful employment at home, then the effect on home industry would
be disadvantageous from a national standpoint.?* Interestingly, it might be nec-
essary at times for the State “to direct private people how they should employ
their capitals.”®

One further point mentioned by Nicholson when discussing exceptions to
free trade was the infant industry argument associated with John Stuart Mill.%¢
Nicholson generally opposed this argument, . . . the period of infancy is never
passed, or vested interests are created which can never be got rid of . . . The
labor and capital would not be used in the best manner, and in consequence
neither population nor capital would increase so rapidly.”? The experience of
the United States, Australia and New Zealand convinced him of this position.
This viewpoint was supported by other late 19th century free trade advocates,
such as Henry Fawcett, J. E. T. Rogers, and Sir Robert Giffen. Giffen and others
argued that many protected industries would need to be export-oriented to
justify protection, and that contingency was not the objective of the infant industry
argument.

Briefly, Nicholson’s free trade argument was formulated before his interest
in imperial union schemes. But in the Project of Empire he remarked, “the
mobility of capital and its retention within the empire would be greatly increased
by an imperial union with free trade between the constituent parts, i.e. if the
empire became de facto the home country.”?

The impression Nicholson conveys is that British capital would flow naturally
into the various parts of the empire since surplus capital existed in the home
country. Second, he casually avoided discussion of the voluntary choice of cap-
italists to channel capital into the more profitable opportunities of the empire
by emphasizing that capital outflow from the home country was constrained by
the national or natural advantage. Thus, he was establishing a preference system
of trade in favor of Great Britain.

Interestingly, the arguments for protection were allowable where there oc-
curred augmentation of industry and an increase in the consuming power of
the people rather than the free trade argument allowing protection for revenue
purposes. Discussion in the following sections regarding imperial preference
will show a modification of this position. Basically, Nicholson talked of free
trade in terms of national interest and national power.
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111
Colonial Policy

WHEN NICHOLSON ADDRESSED the issue of colonial policy as part of his imperial
preference scheme at the end of the first decade of the new century, interest in
the future of Great Britain and its colonies had shifted to the oncoming war.
The ramifications of the 1906 election with regard to the 1903 Tariff Reform
Debate and the Imperial controversy surrounding the Little England Question
were now secondary issues, even though indirectly they were relevant to British
foreign and domestic policy in terms of protecting Great Britain’s imperial po-
sition in the world. The debate found a crossing of party lines and economic
ideology by major participants.?’

The Little England Question had two extreme viewpoints. The extension of
Empire on principle without concern for cost or value was the “Forward School
of opinion” supported by the Conservatives with many of them supporting a
Tariff Reform. On the other hand, the Consolidationists supported by Liberal-
Radicals argued for an imperial association of free communities committed to
parliamentary institutions and advocating a free trade doctrine. The support for
imperial federation was a modified position for many earlier laissez-faire ad-
vocates. But both groups, having internal differences, were bound together in
being imperialists and recognizing the new power forces of the 20th century
and the inevitable challenge of Germany. They were opposed to the nation-
dividing class antagonism fostered by the internationalist socialists and cos-
mopolitan Cobdenites.?

At the Royal Economic Society meeting in 1909, Nicholson indicated that the
colonies needed to choose whether they wanted to become part of an imperial
union or to follow a course of political separation and economic sectionalism
(i.e., disintegration). Nicholson, aware of the growing independence of the col-
onies and dwindling support for federation schemes, concluded his remarks to
the Society, “The Colonial said . . . it was the fetish of free trade worshipped
by us; but it might be replied it was just as much the idol of the market place—
fiscal autonomy—worshipped by them.”?

Earlier in the Principles, he stated that the commercial advantage of colonies
was not there in terms of the significance of trade volume and surplus capital
and labor because it lowed mostly to the United States. “‘Our foreign trade and
immigration of labor and capital are determined by economic and not political
considerations. Labor follows wages, capital follows profits, and neither follow
the flag.”* Efforts to resolve these issues in the Colonial and Imperial Confer-
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ences held in the first decade of the 20th century failed because of the rigidity
of ideas and the inability to overcome the abstract views of both parties.

Nicholson’s approach for resolving the issue was to emphasize the need for
common defense as a major priority in accepting an imperial union. War had
become a business waged on a large scale and the British Government could
no longer absorb the financial burden of protecting the colonies.

He argued that colonial aid for maintenance of naval power was urgent and
pressing. The colonies must recognize, ““. . . in case of war no ultimate reserves
of wealth and numbers will suffice to build and man ships and to train and equip
armies in time for active service.””> Great Britain had another aim here, it was
the unwillingness to relinquish dominion over the colonies for . . . such a
measure would be mortifying to national pride and prejudicial to the special
interests of the ruling group.’*?

Furthermore, attempts to establish an imperial union as Nicholson proposed
allowed Great Britain to maintain political control and to continue important
commercial interests and treaties. Hobson and others writing in the early part
of the century had clearly perceived that as the colonies grew in population and
wealth they would assert larger rights of independence and they would want to
develop their own natural resources for their advantage and not for impe-
rial aims.%?

Beyond the general theme of common defense, Nicholson’s reliance on free
trade to establish the Empire depended on a hierarchical structure of rewards
that mainly benefited the commercial interests of Great Britain. To the colonies
he assigned the production of raw materials and agricultural goods and to the
mother country the manufacturing sector of the economy. The aim here was
also to gain the support of industrialists and to reduce unemployment. To believe
that industrialists would accept free trade, Smith had remarked earlier, . . .
was, as absurd as to expect that an Oceana or Utopia should be established in
the mother country.”’3

Popular prejudices and selfish interest groups were powerful obstacles that
stood in the way of such an arrangement. To assign such priorities, according
to Bastable, “rests on the false economic idea that trade between members of
(the union) is better than trade with foreigners, and is a doctrine which is
protectionism in essence.”*® Writing in 1929, W. A. S. Hewins, a major figure in
the Colonial Conferences, remarked that this assignment of tasks by the free
trade proponents was a major reason why the colonies resisted joining an imperial
scheme and led to the failure of the 1907 Conference.*

Nicholson’s insistence that free trade under an imperial union could succeed
was suggested by historical fact. The early years of the American colonies, and
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the current political unions of the United States and German Empire, led him
to believe there could be an increase of “consuming power and augmentation
of industry with an increase of employment of productive labor” if the colonies
would accept his project of empire.>” But in quoting Ashley and Cunningham
later in the Project of Empire, he admits the colonies had gained immeasurably
from monopoly trade to the detriment of Great Britain (loss of aggregate vol-
ume), and when some form of taxation was proposed to pay for common defense,
the colonies became defensive and irritated.*® Furthermore, attempts to establish
colonial preference schemes beginning in 1780 and continuing until 1860 failed
because of mutual jealousies between parts of the empire. With economic ties
with the colonies becoming more tenuous, Nicholson faced a major difficulty
in convincing them that even though free trade within the union would cause
local losses and gains and disturbance of vested interests, there were advantages
to the colonies in joining the imperial union beyond the common defense
argument.

First, in the course of economic progress capital shortages in the colonies
limited the gains to be obtained from large scale production. The continuous
use and reproduction within the union allowed by the free movement of capital
and labor would widen the local market and expand foreign markets. If capital
and labor were displaced to countries outside the Empire, it would lead to a
contraction in the home market and the Empire (although implicitly he referred
to Great Britain) would find greater difficulties in competing because foreign
countries would obtain the above benefits. Furthermore, the effects of monopoly
(colonies having multiple tariff systems and restrictive commercial policy) by
creating an artificial diversion of capital would lead to a deficiency of employ-
ment, rising production costs, and a diminution of exports. In the end, “the
productive forces, capital and labor, are practically imprisoned within each
country and only products are interchanged.”*

Second, he proposed that emigration to the colonies would allow the workers
to be quickly in a position “to equip the land and to become the real owners
of land out of their savings” because their standard of living was below that of
the remaining population.*® However, Nicholson was disturbed that skilled labor
would leave the mother country, reducing home industry productivity. Even
though he did not advocate government intervention in emigration, he was
favorably disposed toward a systematic and selective migration policy. At no
time did he openly expound a surplus population thesis although he accepted
the Malthusian doctrine that population growth could put pressure on agricultural
resources. Unlike many supporters of Federation schemes, he did not formulate
an emigration policy in terms of colonial development.
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Briefly, Nicholson is arguing that the mutual advantages gained from common
defense and free trade would allow capital and labor to flow more readily from
the mother country where they are abundant to the colonies where they are
most needed. The concluding remarks of the Project of Empire summarized
the benefits:

The rise in the standard of life and . . . comfort of the masses . . . is only possible with a
continuous increase in the productive powers of the society. The most efficient cause of the
prosperity of new colonies . . . is the capital . . . which they acquire from the old civilizations.
If the United Kingdom has much to gain from the development of the natural resources of
the colonies, the colonies have much to gain from the accumulations, material and immaterial,
of the old country.*!

But the difficulties in establishing the imperial union were related to problems
of organization, in terms of sharing the financial burden and implementing free
trade. Goldwin Smith believed “imperial federation was largely a chimera of
Englishmen, based on essential misunderstanding of the real strength of colonial
nationalism.”*?

During the war when reflecting on the period of imperial defense (1895-
1914), Nicholson reaffirmed his position that the purpose of colonial policy was
to enhance national power as 2 means to increase liberty, not to increase coercion.
The development of the self-governing colonies by means of the free trade
doctrine verified this position. However, in Neutrality, published in 1915, he
ramarked, “British power is not meaningless lust for exacting obedience from
other people, though the love of power in this sense is one of the strongest
sins of the natural man.”*

v
Imperial Federation and Fiscal Considerations

THE ESSENCE of Nicholson’s imperial federation scheme was borrowed from
Smith and appeared mainly in the Project of Empire, with minor references
being made earlier in 1892 and in the Principles of 1902.** In *Tariffs and In-
ternational Commerce” published in 1892, Nicholson suggested the impracti-
cality of an imperial federation, “To couple Free Trade within the Empire with
Protection against the rest of the World is to destroy a practical proposal by the
addition of a proposal utterly impractical.”*> But, he admits later that Great
Britain must choose between federation and disintegration if the Empire is to
survive. “If little by little Colonial statesmen would follow the example set by
the great British financiers of this century and reduce and abolish their duties,
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it would be easy to establish a fiscal union.*® By hoping for a free trade zone
within the Empire, eventually other commercial ties could be fostered leading
to a nominal association for common defense. The supporters of Chamberlain
as early as 1896 were proposing direct and indirect taxation schemes partly to
defray the growing military burden and requiring colonial assemblies to con-
tribute to the costs of the imperial military establishment. But, Nicholson re-
mained uncommitted to any scheme.

In the Principles, Nicholson continued to avoid interfering with the colonies,
remarking that the colonies were content with managing their own affairs and
not affairs of the Empire, and there was no strong sentiment in the mother
country for transferring the burden of taxation to the colonies. ‘“The idea that
the colonies should help to manage the empire and should pay for the privilege
may appear to be good economy but it seems bad in policy and false to history.*’
He expressed the view that the colonies’ loyalty to the Empire in the celebration
to Queen Victoria in 1897 revealed a depth of loyalty which had no equal in
British history. He assumed that they would be willing to contribute to the
Empire if asked because of their mutual affection and quest for liberty without
aspirations for imperial power. Furthermore, if the independence of Great Britain
was threatened, “the resources of the whole empire would form a last reserve
not because of fixed obligations or formal treaties but ‘upon gratitude and af-
fection.’ ”*® Such statements were in accord with the earlier writings of Goldwin
Smith and in contrast to the spread of Jingoism and the opinions of the Royal
Empire Society which supported aggressive imperialism.

Second, in the Principles he proposed that free trade was desirable within
the Empire and that the mother country should not attempt to interfere with
the colonies’ system of taxation nor “tighten ties,” for the strength of the Empire
rested in the freedom of the constituent nationalities and not by creating councils
and formal dignitaries in the style of decaying empires.*® Nicholson’s acceptance
of decentralization, avoidance of bureaucracy, as well as his free trade doctrine,
were soon to undergo change as the winds of protectionism and war began to
blow more violently.

The outbreak of the tariff debate in 1903 made it difficult for free traders such
as Nicholson then was to reconcile in political and economic terms the free
trade doctrine with imperial unity. By the time of the publication of the Project
of Empire in 1909, a number of events had occurred which changed Nicholson’s
viewpoint.