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An Analysis of the Disturbing Factor to the
Growth of British Capitalism in the 19th Century

———Comparative Study of British Case with Growth of Capitalism

in Germany and United States

by
Eui-Joon Jo

(Instructor. Economics & Com-)
merce College, Dongguk Univ.

It is a fact that the British economy had entered the stage of growth from
the second part of the 18th Century. She also accomplished the Industrial Re-
volution before any other nations in the world did. This led Great Britain to hold
exclusive power of monopoly over the world markets but her overseas markets
began to decline at the end of the 19th Century. It deserves our attention to
study why Great Britain was defeated by the United States and Germany, despite
she employed all available methods, including technical renovation, to recover
her failing influence in the world sphere of economy. In effect, British enterprises
had met with various obstacles, namely traditional concept on enterprise and
pressures from old economic system and industrial institutions.

Great Britain had to suffer from her recess in competition with the rival
countries because of factors listed below:

1. Specialization in Functions of Economy in the 18th Century:

Industrial potentials for production and the scale of market should develop to
a certain degree in parallel with each other when and if an enterprise is to
attain its purpose of industrial and commercial specialization. In Great Britain,
traditional bonds, time-old industrial system and family-centered businesses
retarded the progress of joint-stock limited partnership system. Furthermore,
over-reliance on markets abroad also spurred to delay.

2. Characteristics of Economy under the Free Trade System:

A. Great Britain had held worldwide market well before she established
industrial factory system in terms of modern category. She was also able to carry
out technical renovation ahead of other countries. On the strength of these
two major factors, she employed a free trade policy and carried out the Industrial
Revolution««:+-- in which British commerce played a vital part.

B. In pushing her specialization process, it was true that tendency for speci-
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alization in market mechanism constituted a strong backbone of the Industrial
Revolution. But it should be noted that the Industrial Revolution was merely a
process for economic specialization in the industrial sector and did not present
any rapid changes as seen with the cases of the United States and Germany but
involved the bottleneck of lack of progress.

3. Existence of Outmoded Economic Organizations:

The post-revolution industry of Britain was dominated, not by factory system
visible in the modern commercial and enterprising institutions, but by putting
out system which existed at the initial period of development. Many of the
arge-scale enterprises at this time had therefore outmoded managerial system
and were groaning for outlet from a transitionary period.

4. Development of Credit Financing:

For a long time, the British enterprises were bent on enjoying stabilized rate
of profits. Their association with commercial finance spurred their status of
financial standing in commerce but restricted the spread of joint-stock limited
partnership. Like other backward countries, Britain did not attempt to expand
drastically and overnight management to allow the influx of technology and
higher standard of output rate. The British had not necessarily followed the
construction of new factories in expanding enterprises but fulfilled this task only
by concluding contracts with enterprises concerned. In conclusion, they preferred
commercial means to expansion of enterprise management.

5. Development of Family-Centered Enterprises during the second half of the
19th Century and Negligence of Market Situation:

It would be reasonable to say that existence of family centered enterprise
system deterred the adoption of joint-stock limited partnership system in Britain.
At this time, the British industrial capital owners did not place their emphasis
on the output, marketing and capitals but on the then prevailing aristocratic
practices. Because of this, they tended to depart from business, as quickly as
possible, once they earnd considerable amount of money and invested their money
in farms or real estate in their desire for becoming landlord, artistecrat and
officials of government agencies. The industrial capital owners depended their
market activity solely on commercial system. The system was proven to be
efficient as long as Britain’s position in the world markets was secure but faced
with menace when Germany and the United States developed their industry
around the end of the 19th Century and began to compete with the British.
Thus, the British industry began to witness recession.

6. Immature Research on Technology and Restrictions on Enterprise Manage-

ment:
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The British industry has developed thanks to apprentices who have not received
any formal education on science. In a striking contrast, Germany strived to help
develop her technological education as a means of coping with backward tech-
nological know-how. While Germany’s systematized technical renovation was a
moving spirit behind her industrial development, Britain chose a method of
running the mills on the basis of practical experiences and was apt to suffer
from failure in many cases. In other words, Britain lacked an ability to find
ndustrial potentials in the process of experiment when compared to their
competitors overseas. Furthermore, the British enterprises relied on commercial
mechanism outside of Britain and lacked interest in technical development. These
factors were considered liable to slow industrial development of Britain. First of
all, enormous market mechanism outside of Britain hampered market activity of
enterprises concerned and placed restrictions on the production of standardized
commodities as with the case of the United States. Eventually, Britain had to
make concession to the United States in overseas markets because of American
mass production of single commodity with the lower prices.

It can be concluded that the scope of activity for the British enterprises was
extremely limited by the over-reliance on commercial mechanism outside of the
country, specialization in the production of specific commodities, lend lease of
factories and power energy and investments in fixed assets.

The British enterprises of the 19th Century could not escape from the family-
centered system because of the slow technical improvement due to the apprentice
system and of self-sustaining financial system upholding stable profits. This
family-centered system, therefore, was a main factor which made the growth of
British enterprises extremely slow in the process of the Second Industrial Revolu-
tion in competition with other countries. Judging from this historical back-
ground, one can say that backward countries are always assured of proper means

of overcoming their backwardness.



