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Preface 

This dissertation represents an analysis of foreign policy options available to the United States at 

a time of global upheaval in a world with a rapidly changing distribution of wealth, power, and 

influence. The dissertation tackles this problem by examining the policies adopted by the closest 

historical analogs to the United States - the Habsburg Spain and Imperial Britain. 

 

The research was supported, in part, by the following sources: Don R. Conlan Dissertation 

Scholarship, Harold Brown Fellowship and Prize, RAND Project Air Force’s Dissertation Award, 

and the American Political Science Association’s Congressional Fellowship. 

 

Research for this dissertation was completed as of April 2014 with selective updates through 

December 2022. This document has been accepted by Pardee RAND Graduate School in partial 

satisfaction of the requirements for its degree of Doctor of Philosophy in Policy Analysis. 

 

The views expressed in this document are those of the author and do not reflect the official policy 

or position of the RAND Corporation, the United States Government, or any of the author’s 

employers or affiliates. 
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Abstract 

The United States faces many foreign and domestic challenges, including the rise of a near-

peer challenger and the relative decline of its closest allies. Its central policy dilemma is how to 

structure its foreign and national security policies toward its stated objective to maintain a leading 

role in international affairs under continuing fiscal constraints. This dissertation studies the 

strategic behavior of leading historical powers that faced rising challengers abroad and fiscal 

constraints at home. It accomplishes this through two case studies, one of Habsburg Spain and the 

other of Imperial Britain. In these case studies, the dissertation asks what these historical leading 

powers facing a similar policy problem tend to do, what drives them to take those actions, and how 

those choices affect their influence in international affairs. Each case study examines the respective 

power's rise to leadership, sources of power they primarily relied upon, where challenges came 

from, how they responded, how those policies worked out, and what constraints they faced in their 

decision-making. The dissertation concludes with significant takeaways from the case studies and 

discusses potential implications for American public policy. 

Disclaimer: Research for the dissertation was completed as of April 2014 with selective updates 

through December 2022. 
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1. BACKGROUND AND MOTIVATION 

Disclaimer: Research for the dissertation was completed as of April 2014 with selective updates 

through December 2022. 

The structure of political power in the world is changing. The United States National 

Intelligence Council has extrapolated “megatrends” in global politics, economics, and 

demographics to project a likely state of the world through the 2040s. The world they describe is 

a changed one compared to the experience of the last few centuries – a multipolar world with an 

aging global population. Continued prosperity will grow the global resource demands and 

potentially drive greater scarcity. Key features of the current world order change as emerging 

powers demand an increasing share of influence in global institutions.1 History tells us that great 

power conflict often accompanies such change.2 

At the same time, the United States entered this period following a decade of limitation on 

fiscal resources available for its foreign and defense policy.3 Furthermore, given significant crisis 

response expenditure and potential macroeconomic tightening may limit the scope and flexibility 

of future national security resourcing.4 At the same time, America's decision-makers continue the 

traditional ambition of the United States to maintain a global leadership role. It is helpful to explore 

how those ambitions can be achieved in a changing world and with potentially more limited 

resources or resources that are no longer overwhelmingly larger than the potential competition. 

1.1. The United States remains the leading global actor  

The United States remains the leading global power. This statement is true whether we 

evaluate it from security, diplomatic, economic, or "soft" viewpoints. The United States fields the 

world's most sophisticated, best-funded, and most experienced military. Its national security 

budget represents 41 percent of global military spending, and countries allied with the United 

States spend most of the rest. By comparison, Russia spends a tenth of the United States' amount, 

 
1  National Intelligence Council, 2021. 
2  See Deutsch and Singer, 1964 and Deutsch, 1968 
3  See the Congressional Budget Office, 2013, for an explanation of the effects of the implementation of the 2011 Budget Control 
Act for the first round of caps and the subsequent cap reductions (e.g., sequestration). 
4 See the think tank open letter on these topics from the D.C. think tank community published in The Hill, 2012. 
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and China is estimated to spend about 30 percent, though this number is rising and uncertain.5 

Moreover, the United States military has a global presence6, technological capabilities unmatched 

by any ally or foe,7 Furthermore, the U.S. military is unique in having the capability and extensive 

experience of projecting sustained military and civilian power far from its shores.8 The United 

States is also off-shore from global crises, with open access to two vast oceans and without land 

borders with any significant challenger. Sizeable global nuclear arsenals make total war 

challenging to imagine in the 21st century. 

The United States is also at the center of a network of overlapping institutions and alliances 

that define the modern world order. The United States has the world’s largest and most 

sophisticated network of enduring alliances, counting most of the world powers as its allies. It has 

a robust and global diplomatic presence,9 and holds a structurally significant position in the 

institutions of the international order.10 America is the leading shareholder in international 

financial institutions, hosts the United Nations headquarters on its soil, holds a veto over the United 

Nations Security Council’s decisions, and is a founding member of the Groups of Seven (G7) and 

Twenty (G20) – the groupings of the world’s largest economies. The United States is in a better 

position to drive the global agenda than any other state and has been instrumental in setting 

international behavioral norms.11  

America is the world’s leading economy. The United States has the world's most significant 

gross domestic product (GDP), and its per capita GDP is the highest among the large industrial 

economies.12 Such a combination of size and wealth allows its government to marshal historically 

unprecedented resources. The American dollar is still the world's reserve currency. Some eighty-

five percent of worldwide foreign-exchange transactions are trades of other currencies for 

 
5 See Stockholm International Peace Research Institute Military Expenditures.  
6 For more on the United States' overseas presence, see Davis et al., 2012. 
7 The United States Navy maintains a worldwide presence, and the United States has been able to sustain between 100,000 and 
200,000 troops in theaters of war far from its domestic bases for over a decade.  
8 At the peak of the Iraq and Afghanistan wars, the United States kept 150,000 troops in two theaters of war while also having 
500,000 overseas deployed forces and three aircraft carrier groups on patrol on the world's oceans. 
9 Oliver and Hanson, 2012. 
10 For a definition of structural power, see Barnett and Duvall, 2005. Structural power describes the relative capacities of 
international actors within a defined system, accounting for the relative size, position, and potential of different actors. 
International systems and organizations often lack a formal way to account for the size of an individual country in decision-
making. For example, within the 30-member North Atlantic Council, the governing body of NATO, all allies are formally equal, 
and decisions require unanimity. However, the United States is the largest provider of military capability and funding. In practice, 
its opinion is the sine qua non of decision-making.  
11  For a discussion of America's structural importance, see Kitchen, 2011. 
12 See IMF’s World Economic Outlook Database, 2013. 
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dollars.13 The United States also has a variety of “soft” advantages. It has exported its culture 

around the world.14 Its higher education and research institutions are the world's most productive 

and sought-after, with 17 U.S. universities ranking among the top 20 worldwide and 53 in the top 

100.15 Its economy remains highly attractive to immigrants – in 2020, the United States hosted 45 

million foreign nationals.16  

America is likely to maintain a relatively more favorable population age structure for 

economic growth than other large economies. Fertility has been below the replacement rate 

throughout Europe for some time, with a continent-wide average of 1.4 children per woman.17 

Other industrialized powers, like Japan, South Korea, and Australia, also report sub-replacement 

fertility. As a result of its one-child policy and subsequent cultural shifts, China will likely face 

difficulties raising its total fertility rate above the recent average of less than 1.5.18 India is still 

undergoing the first demographic transition,19 , but whether it has the socio-economic 

predispositions to capture the associated economic benefits is unclear.20 Sub-replacement fertility 

rates accompanied by prolonged lifespans reduce the size of the working population faster than 

the total population, creating a drag on economic growth and taxing social services. This condition 

is prevalent in Japan and the developed economies of Europe that have experienced the second 

demographic transition.21 Comparatively, the American fertility rate has remained relatively high, 

hovering just under replacement value, averaging slightly over two children per woman until the 

recent economic crisis.22. There is a variety of potential explanations for why the United States 

has been able to maintain such relatively high fertility rates but,23 as seen in Figure 1, the net effect 

 
13 Auboin, 2012. 
14 For a discussion of U.S. cultural dominance, see Smiers, 2003. 
15 See Shanghai Jiao-Tong University (also known as Shanghai Rankings), 2012. 
16 Budiman, 2020. 
17 In demographics, the total fertility rate (TFR) is the average number of children a woman has throughout her lifetime. A TFR 
of 2.1 is required to maintain the size of the population over the long term. 
18 See Eberstadt, 2011a. 
19 A significant reduction in average fertility or "first demographic transition" benefits economic growth. Such phenomena have 
accounted for between one-fourth and two-fifths of growth in East Asia's per capita gross domestic product. – see Bloom et al., 
2003 for more detail 
20 See DaVanzo and Dogo, 2011. 
21 The so-called "second demographic transition" occurs with a shift towards even smaller family sizes and looser stability of the 
family unions – for a more extensive analysis, see Lesthaege and van de Kaa, 1986. 
22 See Mather, 2012 for a description of U.S. fertility rates – note that since 2007, the rate has dipped below two children per 
woman, but it is unclear whether that is a secular or cyclical trend caused by economic hardship. 
23 For a summary of some of these arguments, see Eberstadt, 2007. 
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is that by 2050, America’s population structure will be amongst the most favorable for economic 

growth among the developed economies.  

 
Figure 1 - Share of the Working-age Population (15-64) Among OECD Countries Organized by 2050 Data 

SOURCE: OECD Labor Force and Demographic Database, 2010. 

1.2. The United States faces emerging global challenges  

While the United States currently enjoys a distinct role in the world, several trends may 

erode its global power and influence.24 The primary drivers are global demographic realities and 

rapid economic growth among rising powers. By absolute measures, the United States is not facing 

a significant decline.25 However, for the first time, America's potential future challengers are states 

with larger populations. The populations of China and India are each three to four times the size 

of America's. Such ratios make the current situation significantly different from previous potential 

or actual challengers. Germany and Japan were likely challengers in the 1970s and 1980s.26 

However, each had a population of a third of that of the United States. America's Cold War 

adversary, the Soviet Union, had a broadly comparable population, while Hitler's Germany had 

 
24 See United States National Intelligence Council, 2008 and 2012; Carnegie Endowment, 2010. 
25According to IMF statistics and forecasts, the United States still accounts for 21 percent of the global economy. It has the 
highest per capita GDP among large developed economies. Despite the recent financial crisis, the baseline projections see steady 
absolute economic growth for the rest decade. 
26 See Hacker, 1970; Calleo, 1987; Kennedy,1987. 
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about half of the U.S. population during World War II.27 As seen in Figure 2 below, today’s rising 

challengers are still relatively less wealthy per capita. However, their cumulative economic growth 

rates have rapidly increased in recent years. 

	
Figure 2 - Share of Nominal GDP of the United States, Allies, and Challengers 

Source: Cohen et al., 2020 (using World Bank data) 
 

As shown in Figure 3, if China sustains such growth rates, it may outpace the United States 

as the world's largest economy by 2030, and India could follow suit by 2040.28 However, such 

projections are debatable.29 Even with growth rates less than they are now, their relative weight in 

world affairs increases as their influence grows in finance, education, and research.30 

 
27 Historical demographic data is available from www.populstat.info. 
28 Johansson et al., 2012. Note that this refers to the size of the economy in absolute rather than purchasing power parity (PPP) 
terms. 
29 Beckley, 2012; Sharma, 2012.  
30 See this discussed in Zakaria, 2008. 

http://www.populstat.info
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Figure 3 – Projections of Share of GDP for U.S., Allies, and Challengers through 2030 

Source: Cohen et al., 2020 (using World Bank data) 
 

Beyond the purely socio-economic metrics, the diffusion of political power in international 

relations poses a challenge to the world order. Middle-sized powers like Indonesia, Brazil, and 

Mexico are becoming wealthier and more active internationally.31 Russia has recovered somewhat 

from its post-Soviet depression,32 though it continues to face problems – long-term demographic 

challenges, commodity dependence,33 and a troubling retreat away from democracy34 - it is 

increasingly aggressive in international affairs. The United States' closest allies, particularly the 

significant states of Western Europe and Japan, are experiencing demographic contraction and 

continued low economic growth.35 36 Despite uncertainty about these numbers, modern 

international relations literature focuses on the rate and consequences of this power diffusion rather 

than its reversal.37  

 
31 Goldman Sachs, 2007. 
32 Trenin, 2009. 
33 Aleksashenko, 2012. 
34 Kurlantzick, 2011. 
35 Eberstadt, 2012 and Grant et al., 2004. 
36 The Conference Board, 2012. 
37 See Guillén and Ontivero, 2012 and Ferguson, 2011. 
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This diffusion of power calls into question the future relevancy of the critical 

institutional facets of the post-war world order.38 The United Nations Security Council is 

increasingly unrepresentative. It excludes rising powers like India and Brazil, established U.S. 

allies like Japan, and over-represents Europe, with France and Britain as veto-wielding permanent 

members and the historical giant - Russia. Large regions of the world, particularly the Middle East, 

Africa, and Latin America, have no permanent representation. The Security Council's decision-

making is as paralyzed as it ever has been, often pitting the Western trio of the United States, 

Britain, and France against China and Russia on crucial issues.39  

Other international institutional mechanisms are also in stasis. The World Trade 

Organization's progress is not only stalled in the never-ending Doha Round of Negotiations but 

has begun to reverse.40 Instead of a global trade compact dominating global trade relations, as has 

been embodied in the GATT tradition since the post-World War II era, we are seeing a proliferation 

of bilateral or plurilateral regional treaties.41 42 Trade is now an arena of unsubtle competition for 

influence between the rising and established powers, particularly in Asia. China has been 

establishing a series of bilateral trade treaties in that region.43 The United States' attempt to match 

these efforts collapsed. However, much of the trade network envisioned by the Trans-Pacific 

Partnership (TPP) treaty negotiations came into being sans the United States.44 The Group of 

Twenty (G20) economic coordination grouping is very diverse in terms of worldview and too large 

to be an effective consensus-based decision-making body.45 On the other hand, following a 

temporary expansion into the Group of Eight (G8), the developed economies coordination forum 

was downsized back to the G7 format after the 2014 Russian annexation of Crimea.46 

Nevertheless, while the return to the G7 offers better opportunities for political coordination, the 

presence of an alternative in the BRICS makes the G7 a less unique body. At the same time, non-

G7 members perceive the G20 as more relevant due to the prestige that membership bestows.47 

 
38 For the theoretical underpinnings beneath this idea, see Ikenberry, 2000 and 2011. 
39 McDonald and Patrick, 2010.  
40 Gnath et al., 2012. 
41 Robert Gilpin, Global Political Economy: Understanding the International Economic Order, Princeton University Press, 2001. 
42 Leal-Arcas, 2011. 
43 Antkiewicz and Whalley, 2005. 
44 Solis, 2012. 
45 Gnath et al., 2012. 
46 See G7 Communique, Hague, The Netherlands, 24 March 2014. 
47 See Thakur, 2010 and Smith, 2011. 
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1.3. American ability to marshal resources may be constrained 

Though there are other domestic challenges, one proxy measure of a nation’s coherence 

and ability to exercise global power is its fiscal space. By traditional measures, in the United States, 

that space appears to be increasingly shrinking as America faces persistent fiscal deficits, a 

growing debt, and increasing monetarization of fiscal policy. 48 Figure 4 shows the debt burden 

at levels previously experienced only during worldwide war.49 

 
Figure 4 - U.S. Federal Debt Held by the Public, 1940 to 2031 

SOURCE: Congressional Budget Office, 2021a. 

The negative fiscal position of the United States has three main long-term drivers – 

inadequate and variable revenues, growing social safety net obligations, and high baseline debt. 

The American revenue stream is low compared to other large developed economies and more 

cyclical.50 Federal social safety net programs face growing costs due to the aging population, 

healthcare cost inflation, and stagnant trust-fund revenues.51 United States’ existing substantive 

and growing debt resulted from four decades of nearly uninterrupted deficits.52 However, the size 

of federal government spending as a fraction of the total economy has increased by 25 percent as 

revenues have yet to match this growth for political reasons.53 The fiscal responses to the 2008-

 
48 International Monetary Fund, 2012. 
49 Congressional Budget Office, 2012a. 
50 Congressional Budget Office, 2011b. 
51 Congressional Budget Office, 2012c. 
52 Thornton, 2012. 
53 Note that this does not include the spending by state and local governments. Masters, 2012. 
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2009 financial crisis, the subsequent recession, and the pandemic-induced shock in the early 2020s 

chronically exacerbated deficit spending, as seen in Figure 5. 54  

 
Figure 5 - Total Deficits and Net Interest Federal Government 

Source: Congressional Budget Office, 2021 
 

The policy options for correcting the American fiscal problems are well understood but 

politically divisive. The basic approaches to resolving the deficit problem are: a) reduce spending 

to match revenues, b) increase revenues to match spending, or c) some combination of both.55 In 

the 2010s, a series of deficit reduction efforts led to caps on discretionary spending, which reduced 

the growth of deficits, but failed to stop them.56 Subsequent tax reform efforts further reduced the 

primary deficit, but the low-interest rate environment has kept the overall deficits in the historical 

range. Throughout this period, the Federal Reserve directly purchased Federal debt and kept the 

prevailing interest rates low. The  U.S. central bank keeps this capability for periods of crisis, such 

as wartime. However, it has become normalized over the past decade, as seen in Figure 6.    

 
54 Center for Budget and Policy Priorities, 2013; Pew Charitable Trusts, 2012. 
55 Congressional Budget Office, 2012d. 
56 Peter G. Peterson Foundation, 2011. 
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Figure 6 – Federal Reserve Holdings of U.S. Debts  

Source: Peter G. Peterson Foundation, 2021 (Data from Board of Governors of the Federal Reserve System, 2021). 
 

The political rhetoric surrounding deficit reduction is highly polarized.57 This discord 

reflects political divisions inherent in the social choices underlying capital allocation at the national 

level. Despite the efforts of the late 1990s and early 2010s, the effective Federal fiscal policy has 

effectively grown spending and reduced revenues. In contrast, the central bank has continued to 

buy federal debt at historical rates and has bought time. A low inflation environment has reduced 

the pressure to address these challenges. However, as that changes and the interest rates rise, fiscal 

constraints could severely hamper the government’s ability to expend resources and thus limit the 

U.S. ability to deploy resources to address global challenges and foster domestic cohesion and 

social stability.   

1.4. How to Achieve Continued U.S. Global Leadership Objectives?   

At the same time, the stated American strategy for interaction with the world has continued 

to be consistent since the Truman Administration. Though sometimes worded differently, for the 

last 75 years, its two tenets have been protecting the United States and promoting a world order 

 
57 Waldman, 2010. 



11 

favorable to its progress. We can observe that starting with the statements of the "Keenan 

Telegram" in 1948, the policies of the subsequent Cold War administrations were consistent in the 

objective of containing the USSR while building alliances with like-minded nations.  

Such assessments became easier following the 1986 Goldwater-Nichols Act that required 

every President to submit a National Security Strategy within six months of assuming office. These 

two objectives remain consistent through time. However, the understanding of how America ought 

to wield its influence differed among administrations, as does the rhetoric. Notably, one can 

identify a greater focus on U.S. interests in Bush and Trump National Security Strategies and on 

allies and institutions in Clinton, Obama, and Biden documents. Table 1 summarizes the critical 

statements of overarching goals in each U.S. National Security Strategy document for the last 30 

years. 

Given that the global objectives of continued U.S. influence, a favorable distribution of 

power, and an open international system continue to be at the forefront of stated U.S. foreign policy 

objectives. The critical policy question is how these objectives can continue to be accomplished 

given the changing nature of the global distribution of power, and the rise of antagonistic near-

peers and disruptors, especially in an environment of potentially constrained fiscal resources.   
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Table 1 - Overarching Goals of U.S. National Security Strategies since the end of the Cold War 
compared to President Truman’s 1948 formulation58 

 
Edition The phrasing of the overarching objectives 

1948 

Truman a 

“1. to protect the security of the nation, by which is meant the continued ability of this country to pursue the development of its 
internal life without serious interference, or threat of interference, from foreign powers; 2. to advance the welfare of its people, 
by promoting a world order in which this nation can make the maximum contribution to the peaceful and orderly development 
of other nations.” 

1991 

Bush 41b 

“The survival of the United States as a free and independent nation, with its fundamental values intact and its institutions and 
people secure… A healthy and growing U.S. economy to ensure opportunity for individual prosperity and resources for national 
endeavors at home and abroad… A stable and secure world, where political and economic freedom, human rights and democratic 
institutions flourish.” 

1996  

Clinton I c 

“Our national security strategy is therefore based on enlarging the community of market democracies while deterring and limiting 
a range of threats to our nation, our allies and our interests.” 

1998  

Clinton II 

“We must be prepared and willing to use all appropriate instruments of national power to influence the actions of other states 
and non-state actors…We must have the demonstrated will and capabilities to continue to exert global leadership and remain the 
preferred security partner for the community of states that share our interests....” 

2002  

Bush 43 I 

“The United States possesses unprecedented— and unequaled—strength and influence in the world…The great strength of this 
nation must be used to promote a balance of power that favors freedom.” 

2006  

Bush 43 II 

“The goal of our statecraft is to help create a world of democratic, well-governed states that can meet the needs of their citizens 
and conduct themselves responsibly in the international system.” 

2010  

Obama I 

“Just as America helped to determine the course of the 20th century, we must now build the sources of American strength and 
influence, and shape an international order capable of overcoming the challenges of the 21st century… Going forward, there 
should be no doubt: The United States of America will continue to underwrite global security…” 

2015  

Obama II 

“We will deter and defeat any adversary that threatens our national security and that of our allies… We will uphold and refresh 
the international rules and norms that set the parameters for such collaboration and competition. We will do all of this and more 
with confidence that the international system whose creation we led in the aftermath of World War II will continue to serve 
America and the world well.” 

2017 

Trump 

“The United States will respond to the growing political, economic, and military competitions we face around the world… we 
will advance American influence because a world that supports American interests and reflects our values makes America more 
secure and prosperous. We will compete and lead in multilateral organizations so that American interests and principles are 
protected.” 

2021 

Biden 

“At its root, ensuring our national security requires us to: Defend and nurture the underlying sources of American strength, 
including our people, our economy, our national defense, and our democracy at home; Promote a favorable distribution of power 
to deter and prevent adversaries from directly threatening the United States and our allies, inhibiting access to the global 
commons, or dominating key regions; and lead and sustain a stable and open international system, underwritten by strong 
democratic alliances, partnerships, multilateral institutions, and rules.” 

 

  

 
58 a From Kennan, 1948 
b The administration of President George H.W. Bush never got around to publishing an actual post-Cold War NSS – the views 
reflected here to show the thinking in 1991. Nevertheless, in February of 1992, the Defense Planning Guidance signed by then 
Secretary of Defense Dick Cheney was leaked to the press -it contains a doctrine of maintaining U.S. primacy and preventing the 
rise of any challenger. Whether that would have served as a baseline for 1992/1993 NSS is unknown 
c Clinton 1994, 1995, and 1996 are essentially the evolution of these and are all titled A National Security Strategy of Engagement 
and Enlargement. The quote is from the 1996 version. 
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2. RESEARCH DESIGN AND METHODOLOGY 

A key research challenge in strategic studies is finding appropriate analogs in the historical 

record.59 The impossibility of experimentation in this field demands inference by analyzing 

analogs. At the same time, the limited number of historical occurrences of a particular phenomenon 

of interest limit the ability to draw inferences about the modern-day incarnation of that 

phenomenon. Though the case study method allows for excellent care in assessing many potential 

variables and understanding their context, the potential of one or few case studies to create fully 

generalizable lessons is limited.60 Limitations arise from the differences in the actors, the global 

context, and the period in which they operate. For this reason, this dissertation is humble about 

how much the lessons of historical case studies apply to modern and future challenges. 

2.1. Defining the research question 

To learn from the past, we need to understand what happened and why the leaders of the 

leading states in question did what they did. The objective of this dissertation is not to provide a 

generalizable model for all leading powers facing resource constraints but to provide valuable 

lessons for American decision-makers in the second decade of the 21st century. Therefore, findings 

need only to better illuminate the options available to the United States at present and identify 

policies relevant to the continued viability of the traditional model of American leadership. The 

dissertation focuses on understanding how and why the decision-makers of past leading world 

powers facing situations like that faced by the United States today made their decisions and chose 

the policies they did. The research questions I will seek to answer are: What did leading historical 

powers facing a similar policy problem do, why, and how did those choices affect their influence 

in international affairs? 

2.2. Case Study Methodology 

There have been relatively few globally leading powers throughout history, with significant 

differences among them. A qualitative analysis of their policy choices at a sufficiently high level 

 
59 See Lijphart, 1971, for a detailed discussion of this tension. 
60 See Bennett, 2004 for a discussion of the limitations of the case study. 
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can capture the essence of their decisions. At the same it may adequately explain the context, 

controlling for the temporal and structural differences among them and the systems in which they 

operated. The objective of the comparison is to use differences between the cases to reveal the 

general underlying structure that allowed the outcome to vary and thus generate findings 

potentially applicable to similar situations beyond the studies themselves. The methodology 

derives from the exploratory case study approach from broader social science. It is suitable for an 

analytic framework highlighting relevant aspects of each case study pertinent to the historical 

outcome. While examining the available historical evidence,  the dissertation notes those aspects 

of the two cases that differ, adding or dropping lines of inquiry as required.61 

Valid case study selection ensures an analogy to the policy problem. Since this dissertation 

objective is limited to the policy problem facing the United States, the analogy requirement is 

narrow - findings must be relevant only to the policy problem faced by the present-day United 

States. Selecting cases most comparable to the United States can achieve this goal.62 In order to 

systematically identify comparable findings in multiple case studies, the dissertation follows a 

consistent protocol for analysis and comparison.  

2.3. Case Selection  

As findings must be generalizable only to the policy problem faced by the modern-day 

United States, the cases must be broadly comparable to the United States. Included leading 

historical powers must meet the following requirements in the comparison: 

1. They must have been a leading global actor within their system of international affairs;63 

2. They must have been in the leading role for an extended period – 70 years or more;64 

3. They must have operated in an international system that was undergoing fundamental changes 

in the distribution of power or the nature of relations within it; 

4. They must have faced limitations on their resources while facing challenges; 

5. They must have relied on more than one type of power (i.e., not simply military, or economic) 

and must have been able to project power across the international system; 

 
61 Discussion of pattern matching in case studies, see Yin, 1994. 
62 The reasoning for this selection comes from Lijphart's second strategy of selecting cases comparable to each other rather than 
the first of maximizing the number of cases. 
63 Specifically designed to allow regional powers as outlined in Williams et al., 2012. 
64 Leadership that lasted for approximately the same length of time as the current American post-World War II order has lasted. 
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6. The international system in which they operated must have had some form of international 

institutions in place; 

7. An adequate historical record must exist to enable deep and comparable analysis; 

 

By searching the historical record for instances of leading powers in each era and region,65 

This dissertation identifies a range of great historical powers as candidates for case studies. The 

table below highlights their comparability with the United States. If the case meets a requirement 

in general terms, it is coded green. If the case is borderline, the code is yellow. If the case does not 

meet the requirement, the code is red. 

Table 2 - Comparison of Major Available Case Study Options 
 

Great 
Power Period System Complex 

Environment 
Fiscal 

Problems 
Multifaceted 

Power 
International 
Institutions 

Available 
Record 

USA 1944-Present Global Y Y Y Y Y 

USSR 1945-1990 Communist Y Y Y Y Y 
British 
Empire 

1815-1956 Global Y Y Y Y Y 

Napoleonic 
France 1805-1813 Continental 

Europe N N Y N Y 

Bourbon 
France 1701-1783 Continental 

Europe Y Y Y N Y 

Habsburg 
Spain 1517-1701 Christendom/ 

Global Y Y Y Y Y 

Venetian 
Republic 1453-1508 Adriatic Y Y Y Y Y 

Papacy 1048-1257 Christendom Y N N Y Y 

Ming China 1403-1620 East Asia N Y Y N Y 

Song China 1127-1234 East Asia N N Y N Y 

Ottoman 
Empire 1451-1683 Near East N Y Y N Y 

Mongol 
Empire 1260-1320 Eurasia N N Y N N 

Byzantine 
Empire 602-1025 Mediterranean/ 

Middle East Y N Y N N 

Abbasid 
Caliphate 809-945 Middle East N N Y Y N 

Roman 
Empire 117-395 Mediterranean Y Y Y N N 

 
65 The review of pre-modern cases used Wells, 1920. 



16 

Table 2 shows that the two historical powers most like the modern-day United States based 

on these criteria are Habsburg Spain, and Great Britain. The Soviet Union, the Venetian Republic, 

Ming China, and the Roman Empire are close but do not satisfy all the requirements. Britain and 

Spain are not only like the United States but are also like each other. Both countries dominated the 

global scene of their era in military, economic and institutional terms. Challenges arose on each of 

those accounts. Recognized international institutions existed in both periods - the Catholic Church 

during Habsburg hegemony,66 the Concert of Europe and, in later years, the League of Nations 

during Britain's era of leadership.67 68They were both well-established governments that left 

behind detailed economic and political records. Both great powers eventually lost their leading 

position, as have all other historic great powers. They both ceded this leading role to one of the 

rising powers (France in the case of Spain and the United States in the case of Britain), following 

great power conflicts (the Thirty Years War and World War II).   

Table 3 compares the Spanish Habsburg and British Empires with the modern-day United 

States. Within it, we see a similar pattern of rise to prominence, leading role in the military, 

diplomatic and economic affairs, the emergence of domestic political and fiscal issues, the rise of 

international challengers, and changes in the fabric of the international system across all three 

cases.  

  

 
66 See Vallier, 1971. 
67 See Kissinger, 1964, Albrecht-Carrie, 1968, Lowe, 1990. 
68See Yearwood, 2009. 
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Table 3 - Comparison of Selected Case Studies with the United States 
 

 Spanish Habsburg Empire  British Empire United States of America 

Emergence as a 
leading power 

Charles V becomes Holy Roman 
Emperor (1519) 

Congress of Vienna (1815) Bretton Woods Conference (1944) 

Leadership first 
challenged 

Defeat of the Armada (1588) Berlin Congress (1878) Bretton Woods Collapses (1973) 

Outsized influence 
collapses 

Treaty of Westphalia (1648) Indian independence (1947) / Suez 
Intervention (1956) 

N/A 

Foreign policy 
problem 

War in Flanders, an aggressive England 
defying the international norms and 
looking to supplant Spain in the New 
World; an opportunistic France working 
inside and out of the institutions of the 
Catholic system to supplant Spain as the 
leading continental power  

Lingering colonial competition with 
France, rapidly industrializing continental 
powers (Germany and Russia) eager to 
expand, increasingly assertive naval 
powers (US and Japan), economic 
competition with US and Germany 

Rapid globalization and growth in larger 
developing nations (China, India, Brazil, 
ASEAN), development of competing 
economic and security blocs, the challenge 
to the reserve currency status of the dollar, 
political upheaval across the Middle East, 
the emergence of ungoverned areas 

Domestic policy 
problem  

A centralized autocratic administration 
based on a rapidly shifting system of 
patronage constrained by the regional 
elected assemblies (Cortes) with 
authority over the tax base and 
regulation; balancing of competing for 
regional interests, deficit spending, and 
runaway debt obligations 

Growing unrest in the working class, 
increasingly restless colonial possessions, 
increasing debt obligations, redistribution 
debate between progressives and the 
establishment, Irish Home Rule, and trade 
reforms. 

Increasing political polarization, ballooning 
deficits and costs of entitlements, fall in 
economic competitiveness, significant debt 
obligations, the weak executive branch, and 
dysfunctional legislative branch 

System of 
international 
governance 

Commitment to working by, with, and 
through the institutions of the Catholic 
Church; commitment to limited warfare 
against fellow Catholics; Holy Roman 
Empire  

Normative vestiges of the Concert of 
Europe, later League of Nations, followed 
by the United Nations and associated 
instruments. 

The formalized bureaucracy of the UN 
system mixed with less formal forums of 
the G7/8/20 and other functional 
organizations (BIS, WTO) 

Fiscal crises Indicated by sovereign defaults in 1557, 
1560, 1575, 1596, 1607, 1627, 1647, and 
surrounding crises 

Excess debt post World War II, McKenna 
rule, and the Geddes Axe in the 1920s and 
1930s Depression  

2008 financial crisis and subsequent fiscal 
tightening in 2011 and beyond. 

Available assets of 
national power 

Large and well-educated population base, 
strong naval and trading forces, dominant 
military technology, a strong influence in 
the dominant institution of the day 
(Vatican College of Cardinals), divine 
right rule, New World colonies rich in 
resources and opportunity, the primary 
source of monetary supply and financial 
standards 

Central position in the international trade 
and financial networks, high industrial 
productivity and innovation, strong fleet, 
global set of bases, authority of the 
offshore balancer, the status of Sterling as 
the de facto global reserve currency, 
significant resource and manpower base in 
the colonies 

A military, air, and naval force dominant 
quantitatively and qualitatively with an 
unprecedented ability to project power, the 
largest and most innovative economy, de 
facto reserve currency status, the robust and 
attractive power of opportunity and 
example, dominance in institutional 
diplomacy, cultural and linguistic influence 
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2.4. Limitations of the identified case studies 

In addition to the similarities with the present-day United States, there are also significant 

differences between the two cases and the current situation that limits learning from this limited 

set of cases set in a different time and place from the policy problem at hand.  

The first difference is the speed and volume at which information, people, goods, and 

funds can flow across the world today. Today's diplomacy and interstate relations operate at speeds 

and volumes unimaginable throughout most of human history. During the Treaty of Westphalia 

negotiations, the diplomat's consultation with their capital was a cumbersome process – for 

example, it would take some twenty-seven days for a response to arrive from Madrid to Muenster, 

slowing diplomacy significantly.69 In the modern world, such communication can be nearly 

instantaneous.  

Second, historical states had limited information about each other and limited contact 

among leaders. Today such knowledge is significantly more available and relevant. The emergence 

of global supply chains and spot markets for goods, services, and capital has globalized economics 

and enabled a rapid transmission of shocks.70 International actors are aware that actions aimed at 

a large power will also affect their own economy.71  

Third, further back in history, physical control of territory becomes more critical. As a 

result, empires most often fought over controlling territory, and possession and legitimacy of a 

claim over land figured significantly in their decision-making calculus. Modern-day big powers 

have significantly smaller territorial concerns.  

Finally, major powers today possess nuclear weapons of tremendous devastating capacity 

with an intercontinental reach. Nuclear arms make total war between great powers a much more 

dangerous proposition and serve as a deterrent to waging even a limited war between nuclear-

armed powers due to the potential for escalation. Since the end of World War II, great power 

conflicts have tended to be through proxies and indirect means. 

 
69 Dickman, 1959. 
70 See Cetorelli and Goldberg, 2010. 
71 Mosley, 2003. 
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2.5. Analytical framework for case studies 

Robert Jervis, in 1992, observed that “rarely does a single factor determine the way politics 

will work out.”72 Given the research question of this dissertation, it seems prudent to follow the 

example set by Paul Kennedy in his study of factors combined to lead Britain and Germany to the 

brink of World War I.73 This approach in methodological literature calls for analyses using 

multiple cases to have consistent variables across the case studies.74  Furthermore, this dissertation 

mainly focuses on the context within which actors make and implement these choices. Each case 

study is structured around five questions that serve as the instrument through which to elicit 

information from the historical record on the context, assets, challenges, policies, and their effects:  

• How did the leading power come to its role? 

• What were the sources of its power? 

• Where did the challenges come from? 

• How did its decision-makers respond, and why?  

• What were the results of those policies? 

  

 
72 Jervis, 1992. 
73 Kennedy, 1980 – factors included how bilateral economic relations; shifts in the global distribution of power; developments in 
military technology; domestic political processes; ideological trends; questions of racial, religious, cultural, and national identity; 
the actions of key individuals; and the sequencing of critical events. 
74 Lijphart, 1975. 
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3. HABSBURG SPAIN 

 

The Habsburg Empire emerged as the leading force on the European and global political 

scene suddenly and rapidly at the beginning of the 16th century. Habsburgs wielded power across 

its large territory through a strong economy, a powerful military, an influx of wealth from 

discoveries in the New World, strategic dynastic marriages, and a critical position in a Catholic 

international system. Despite a Protestant Reformation, Spain's relative power rose because its 

traditional challenger, France, faced religious strife for most of the century. By the beginning of 

the 17th century, internal and external challenges grew more serious: France recovered, Protestant 

challengers, consolidated, and inflexibility in the Habsburg model of governance reached its limits. 

These changes brought about a second phase of Spanish dominance in Europe, with Spain 

strategically on the defensive as it sought to maintain its position and protect the existing European 

order. 

Spanish Habsburg decision-makers eventually responded to the growing challenges by 

seeking to strengthen their network of alliances across Europe while preparing for conflict. The 

Habsburgs sought to bind the rising French challenger inside the Catholic rule-based system, find 

opportunities to cede ground in the conflict against the Protestants while protecting their reputation 

and mobilize additional domestic resources through structural reforms. However, they were 

hobbled in most of these efforts by domestic and international political constraints and 

outmaneuvered internationally by the French first under Cardinal Richelieu and later his successor, 

Cardinal Mazarin. Coupled with defeats on the battlefield, their inability to undertake needed 

structural reforms and their challengers' cunning resulted in a new international order. This new 

order ended Spain’s ability to exercise leading influence in Europe. Subsequent internal collapse 

cemented Spain’s loss of influence and relegated it to the status of a second-tier power. 

3.1. How did Spain come to a dominant role? 

Under the shared reign of Ferdinand of Aragon and Isabella of Castile, the Spaniards 

completed the 800-year Reconquista from the Moors. Ferdinand and Isabela ruled Spanish lands 

under a personal union – an arrangement that would later become the model for the relationship 

among all Habsburg lands in Europe. After the Reconquista, Habsburg's power grew 

exponentially. In 1492, Christopher Columbus discovered the New World under a Castilian flag. 
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Then in 1517, because of a chain of complex inheritance rules, Spanish realms became a part of 

the continent-wide Habsburg Empire. Held in personal union under a grandson of Ferdinand and 

Isabella, Charles V, this new super-state also included the Netherlands, Austria, large parts of Italy, 

and nominal sovereignty over the vast Holy Roman Empire. Thus, Charles V suddenly found 

himself at the center of European politics at a challenging time. That same year, the Protestant 

Reformation began dividing Christendom to its core. All the while, Europe faced a severe external 

threat from an ascendant Ottoman Empire. After a storied reign defined by these two political 

forces, Charles retired in 1556 and divided his Empire. He left the wealthy and prosperous parts 

of the Empire (Spain, Netherlands, Italian territories, and all overseas possessions) to his son Philip 

II. The latter later added Portugal and its possessions to his domain. Charles' younger brother 

Ferdinand inherited the poorer and more at-risk parts (Austria, Bohemia, and the Holy Roman 

Empire). While unequal in power, the two Habsburg empires remained each other's closest allies 

and dominated European and global affairs for over a century.  

Spain was poised to become a factor in European politics at the turn of the 16th century. 

In 1492, the last Muslim outpost in Spain, Granada, fell, and the millennium-long project of Iberian 

kings, the Reconquista from the Moors, was completed.1 Ferdinand and Isabella – the Rejes 

Catolicos2 - ruled Spain under a personal union. Under this arrangement, the entities they governed 

- Castile & Leon, Aragon, and Navarre, seen in Figure 7 - remained legally separate but governed 

by the same monarchs and, most importantly, inherited by their descendant(s), still as legally 

distinct entities. The impact of this arrangement echoes throughout the Habsburg rule. Policy 

coordination was personal, and even if decision-maker intent was clear, member realms' treasuries, 

armies, and politics remained distinct, increasing the burden of governance.3  

 
1 For more on the Reconquista, see Simon and Fletcher, 2000. 
2 The name Reyes Catolicos or Catholic Monarchs, was granted to Ferdinand and Isabella by Pope Alexander VI in recognition 
of the Reconquista and their dedication to the faith – for more details, see Prescott, 1893. 
3 The modern-day personal union example is how Canada, the United Kingdom, Australia, and New Zealand share the same 
monarch, King Charles III. However, they are not legally the same nation and have different laws, armies, and currencies. 
Internally, the relationships between Castile and Leon and Aragon and Barcelona are more akin to that between England and 
Scotland.  
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Figure 7 - The Iberian Peninsula on January 2, 1492 
SOURCE: Shepherd, William, 1911, Historical Atlas, 1340-1600. 

 

The second significant event of 1492 was Christopher Columbus' voyage to the New 

World. Columbus' mission was commissioned by Queen Isabella of Castile and funded by the 

Castilian treasury. Columbus' travel meant that access to the newly known lands remained a 

Castilian monopoly, leaving out the Aragonese and eventually the other constituent parts of the 

Habsburg Empire from sharing in the opportunities of the New World, which proved significant.4 

The Papal Bulls of Donation (1493) and the Treaty of Tordesillas (1494) divided the World into 

interest spheres between Castile and Portugal.5 The discovery of precious metals in Peru and 

Mexico provided Castile with tremendous wealth in the 16th and early 17th centuries. The 

simultaneous culmination of the Reconquista and the discovery of the New World brought about 

a sense of elation and national purpose in Castille. They created a narrative of Spanish 

exceptionalism that lasted more than a century.6  

In 1517, the Spanish realms became a part of a pan-European Habsburg Empire and came 

into the service of the leading actor in European politics. Spanish lands and their newfound 

overseas possessions entered a personal union. This union encompassed the Burgundian 

Netherlands (approximately the area of today's Belgium and Holland), Habsburg Austrian lands 

(today's Austria, Czech Republic, parts of Poland, parts of Northern Italy), Southern Italy), and 

 
4 See Phillips, 1993. 
5 For a discussion of the Bulls, see Carman, 1998 for the Treaty of Tordesillas, see Williams, 1922. 
6 Such discussion is in Gonzales de Cellorigo,1600, and Quevedo,1609. 
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provided nominal sovereignty over the vast and divided Holy Roman Empire (encompassing most 

of Germany, all of Netherlands, parts of France and Switzerland, and large parts of Italy).7Charles 

V, a grandson of Ferdinand and Isabella from their daughter's marriage with the previous Emperor 

of the Holy Roman Empire, Maximilian I, personified this new Habsburg Empire. Maximilian's 

first wife, Mary of Burgundy, was the sole heiress of Burgundy and the Low Countries, and upon 

her death, those lands also passed to the young prince.8  

This new super-state was at the center of European politics at a time of change in 

international relations driven by post-Reformation religious upheaval, pulling the population and 

aristocracy of Castile into a continental role they had not expected nor sought.9 A united Spain 

would have become an essential player in European affairs regardless on account of its size, 

dynamic population, and monopoly on trade with the New World. However, its genuine concerns 

were toward the South and East rather than the North. Castilian nobles aspired to continue the 

Reconquista into Africa, while the Aragonese plotted to expand their influence in Italy. The 

primary external threat was the Ottomans, whose growing naval presence in the Mediterranean 

threatened Castilian and Aragonese ambitions.10 The reign of Charles V changed those ambitions 

and aspirations forever. 

Charles V's election as the Holy Roman Emperor in 1519 placed him at the head of the vast 

and disjointed German confederation. It made him the Catholic Church's primary "Defender of the 

Faith" in Europe. Charles only spent a small fraction of his reign in Castile, barely spoke the 

language, and ruled mainly from Brussels in Flanders, which was the most controlled, prosperous, 

and populous part of his patrimony. Despite this, Castile quickly became a center of the Empire as 

the primary source of money and men for Charles’ numerous wars, alliances, and other foreign 

entanglements.11  

After a storied reign,12 in 1556 Charles abdicated all his titles, retired to a monastery, and 

divided his Empire, as seen in Figure 8: 

 
7 The title of the Holy Roman Emperor carried with it a jurisdiction to protect the Catholic faith and a special relationship with 
the Papacy, but not direct sovereignty over the territory. For more information, see Orford, 2008. 
8 Mary’s choice of an Austrian instead of a French match is one among the many reasons for the later competition between the 
French Valois dynasty and the Habsburgs – for more on her, see James,1844, and Brining, 1990. 
9 For an overview of Charles V's rise, see Maltby, 2002. 
10 See Hess, 1970. 
11 Castile had the fewest limitations on the direct governance by the monarch compared with the Netherlands, Italy, or Aragon. 
See Elliott, 1963, pp. 162 
12 For more on Charles V’s reign, see Maltby, 2002. 
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1. Spain, along with Flanders (modern-day Netherlands and Belgium), the Burgundian 

inheritance, Italian territories, and all overseas possessions were inherited by his son Philip 

II. 

2. The Austrian Habsburg lands passed to his younger brother Ferdinand, who was also 

elected Holy Roman Emperor. This line of Habsburgs would rule Austria until 1919.  

 
Figure 8 - Habsburg Lands at the End of Charles V’s Reign13 

SOURCE: Cambridge University Press and the author's work 

 

Charles’ decision to divide the Empire represented a particular form of retrenchment, as 

the parts of the Empire inherited by Phillip represented the more prosperous and stable realms. In 

contrast, Ferdinand inherited the Ottoman-embattled Austrian lands and the nominal rule over the 

disunited Holy Roman Empire. After all, the Holy Roman Emperor was a title that conferred much 

prestige but also brought even more headaches as the Empire was a powder keg of religious 

discord. The two successor empires would remain each other's closest allies until the Spanish 

Habsburg line disappeared in the early 18th century. 14,15 In line with the Habsburg legacy of 

 
13 Green represents the areas under direct Habsburg rule, the blue line is the logistic supply lines between Spain and Flanders, and 
the red line is the Holy Roman Empire. 
14 See discussion in Elliott, 1986, pp. 369. 
15 For a discussion of how the two houses of Habsburg could have formed an alternative to the Westphalian system, see Philpott, 
2000. 
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sealing alliances through marriage, the two lines repeatedly intermarried, creating some rather 

unpleasant genetic effects, particularly on the Spanish side.16 

At its global zenith, the Spanish Habsburg Empire included Phillip's portion of lands 

inherited by Charles V's European patrimony, Castile’s growing overseas Empire in the Americas, 

and Portugal's possessions in the Americas, Africa, and Asia, as seen in Figure 9.17 Established 

shortly after the naval victory over the Ottomans at Lepanto in 1571, this personal union signaled 

the peak of Habsburg's dominion over Europe.18  

 
Figure 9 - The Spanish-Portuguese Habsburg Empire at its Peak 

SOURCE: Shepherd, William, 1911, Historical Atlas: The Age of Discovery, 1340-1600. 

3.2. What were the sources of Spanish power? 

The Spanish Habsburgs had a diverse power base. At its core sat their control of large and 

prosperous parts of Europe. The Habsburgs also had structural advantages in the existing 

international institutions - the Catholic Church and holding the office of the Holy Roman Emperor 

– obtained by holding many representatives to the elective bodies and benefiting from existing 

rules and norms of leadership elections. Castile’s overseas possession supplied silver, gold, and 

spices through which it came to dominate the money supply of the Western World and gave the 

 
16 See Alvarez Ceballos and Quinteiro, 2009. 
17 The Habsburg claim to Portugal came out of a strategic marriage, followed by the death of the childless king Sebastian of 
Portugal in 1578. For a more extended discussion about the addition of Portugal, see Elliott, 1963, pp. 268-277. 
18 Note that the peak of Spanish Habsburgs is dated differently to between 1585 by Dehio 1962 and between 1560 and 1580 by 
Modelski, 1985. 
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Spanish Habsburgs the ability to raise capital quickly by issuing large volumes of sovereign debt 

against the future flows of silver. Access to financing enabled the rapid recruitment and 

sustainment of large armies in far-away places, the construction of large fleets, and facilitated 

success in the bribe-based diplomacy practice of the era. Benefiting from a martial culture honed 

through seven centuries of conflict with the Moors and facilitated by innovations like the tercio 

and the galleon, Spanish fleets and armies had a technical and tactical advantage. As a result, the 

Habsburgs could project and sustain power far beyond their borders - throughout Europe and the 

World. 

Phillip II's patrimony included three major industrial areas of Europe – the Low Countries, 

La Mancha, and Tuscany, along with Europe's most developed financial markets - Amsterdam, 

Antwerp, Milan, and Barcelona - and the continent's largest and most prosperous trading ports - 

Rotterdam, Seville, and Cadiz. Phillip's subjects represented Europe's most prominent, wealthiest, 

and likely the most educated population. While scaling Spain's power in this period is not easy, 

and estimates are hard to come by, historical economists and demographers have compiled broad 

estimates that allow comparisons between the principal actors in European affairs at hundred-year 

intervals. As shown in Figures 10 and 11 and Table 4, the Habsburg realms were both large and 

prosperous for their time. Over the next two hundred years, they lost their position through relative 

decline as their challengers grew more quickly.19 

 
Figure 10 - Comparison of Economic Indicators 1500-1700 

SOURCE: Bolt and Van Zanden, 2013 

 
19 See Bolt and Van Zanden, 2013 



27 

 
Figure 11- Comparison of Population Size 1500-1700 

SOURCE: Bolt and Van Zanden, 2013 

 
Table 4 - Population and Economics - 1500-170020 

 

State 

Population (millions) 

GDP  

(Billions 1990 USD) 

GDP per capita  

(1990 USD) 

1500 1600 1700 1500 1600 1700 1500 1600 1700 

Spanish Habsburgs 18.70 24.04 24.07 16.49 22.82 22.84 881.71 949.33 948.82 

of which Aragon & 

Italy 10.50 13.10 13.30 11.55 14.41 14.63 1100.00 1100.00 1100.00 

Austrian Habsburgs 18.90 24.00 23.20 11.80 17.95 19.73 624.43 747.78 850.48 

of which Holy Roman 

Empire 12.65 17.00 16.20 8.38 13.07 14.40 662.37 768.65 888.89 

France 15.00 18.50 21.47 10.91 15.56 19.54 727.47 841.03 910.02 

Ottoman Empire 20.85 27.60 27.00 10.05 12.92 13.39 481.77 467.96 496.11 

England 3.94 6.17 8.57 2.82 6.01 10.71 714.10 973.58 1250.32 

Netherlands  0.95 1.50 1.90 0.72 2.07 4.05 761.05 1381.33 2130.00 

SOURCE: Bolt and Van Zanden, 2013 

 
20The Ottoman Empire contains non-European territories in North Africa and the Middle East. At the same time, Spanish 
Habsburgs included Portugal in 1600 but excluded it otherwise, and all of Italy is assumed to be under Habsburg control. 
Hungary was part of the Austrian Habsburg territory in 1500 but part of the Ottoman Empire in 1600 and 1700. Netherlands 
(seven provinces) is shown separately in 1500 for scaling purposes, even though it was formally part of the Habsburg domain 
until the mid-century. 
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The Habsburg alliance had institutional advantages within the Catholic Church and 

managed to control the office of the Holy Roman Emperor, both of whom had supra-national 

authorities in the pre-Westphalian system of international relations.21 The Church was the 

wealthiest entity in Europe. Tax-exempt, the Church owned between a quarter and a third of all 

land in Europe, and its weekly tithes were the most reliable source of public sector revenue. The 

Pope could grant a fraction of collected income to a prince if used for a "pious purpose." This 

assistance often came with various conditions, but such budgetary support could extend for long 

periods.22 The Pope and his nuncios were often called upon to arbitrate disputes.23 These 

institutional roles made the Church's role in this period compared to that of the modern-day United 

Nations, which arbitrates disputes, and the Bretton Woods institutions, which often provide 

budgetary support in exchange for policy changes.24  

In the Holy Roman Empire, the Emperor was “the defender of the faith,” thus claiming the 

ability to intervene when threatened.25 His supranational authority over the kings and princes in 

the Empire varied - some he could appoint and remove, and others were his electors. The Emperor 

exercised judicial review throughout the Empire. While the mechanics of leading the supra-state 

were complex, the Emperor had considerable authority in the Empire and throughout Europe, 

second only to the Pope.26 

Controlling the election of popes and emperors was an essential advantage in this system, 

and sovereign princes of the period sought to influence the Vatican and the Imperial Diet. The post 

of the Spanish Ambassador to Rome was the most prestigious and vital diplomatic posting of the 

time and was afforded considerable sums for lobbying and representation.27The Emperor exercised 

influence over the Empire through the Imperial Diet, the assembly of voting princes of the Empire. 

Ensuring the election of a Habsburg as the Emperor by the Diet was an expensive and time-

consuming process that required considerable diplomatic and financial effort. Nevertheless, its 

 
21 For the role of the Church in politics of the period, see Vallier, 1971 
22 For a more extended discussion of the policy and politics of the ecclesiastical subsidy in Habsburg Spain, see Perrone, 2008. 
23 For a review of papal arms control efforts, see Roach, 1984. For a review of papal peace initiatives and arbitration, see 
Cartwright, 1928. 
24 For Bretton Woods institutions, see Eichengreen and Kenen, 1994. 
25 See Heil, 1998, pp. 193-203. 
26 In conversations with present-day European royalty, one may hear that their legitimacy derives from their ancestors' connection 
to the Habsburg Imperial Court. The strength of this network of social influence in the heyday of the courts of Charles V and 
Phillip II had to be significant. 
27 See Reinhard, 1991 and Dandelet, 2002 for familial papacies and Spanish influence in Rome. Influence-building used bribes 
and pensions given to various Roman "papal families" who produced cardinals frequently - Barberini, Spada, Farnese, Orsini, and 
others – and were more than happy to accept gratitude from the embassies of Christian princes. For the role of the "cardinal-
nephew" in the governance of the Church, see the work by Prodi and Belladona, 2009 
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potential worth was significant, as an Emperor backed by a friendly (or appropriately paid-off) 

Diet could declare Empire-wide war against an opponent and raise the large Imperial Army.28 

As the New World was explored, conquered, and developed, Castile’s overseas possession 

began to supply a steady flow of silver, gold, and spices. In the late 16th and early 17th centuries, 

the supply of silver from the Spanish possessions dominated the money supply of the Western 

World.29 Had they fully comprehended the macroeconomic implications of such power, the 

Spanish Habsburgs would have had a leading role in setting the monetary policy of the period.30 

Instead, the primary benefit of these flows was fiscal. Spanish Habsburgs could raise capital 

quickly by issuing sovereign debt secured with the future flow of wealth from the New World. 

Because of this, Habsburg monarchs had unprecedented fiscal flexibility for their time. As the 

largest issuer of sovereign debt, the Spanish Crown also had a structural role in the European 

banking system and financial markets dependent on the continued issuance of its promissory 

notes.31 This dependence allowed Spain to default on its debt frequently.32Subsequently, Spain 

would renegotiate terms – most defaults were consolidating short-term operating debt into long-

term obligations and kept borrowing uninterrupted, as seen in Figure 12.33 Even when faced with 

uncertainty, Spain's bankers enjoyed healthy returns, with interest on Spanish debt averaging 20% 

on short-term notes and 7% on long-term bonds.34  

 
28 See Mattingly, 1955; Brightwell, 1979 and Roosen, 1980. 
29 See Reitzer, 1960 and Kindleberger, 1989. 
30 The legacy of Habsburg's monetary dominance from this period still survives. Habsburg's silver coins (the infamous "pieces of 
eight" of pirate lore) were the defining standard of the monetary value of that age. In the Austrian Habsburg lands, these coins 
were the "taler." As these coins were the dominant monetary instrument in early 19th century North America, the etymology of 
the word dollar owes itself to Habsburg's financial strength since the new republic sought a trustworthy and recognizable 
currency name - see Nussbaum, 1957; Grubb, 2003, and Kupchan, 1989.   
31 Drelichman and Voth, 2008. 
32 Spain defaulted fourteen times between 1550 and 1700.  
33 Carande, 1987 - There were two primary forms of government debt. Long-term debt in the form of perpetual interest-bearing 
bonds known as juros leveraged against future tax income or silver remittances from the New World. The day-to-day operating 
funds came from asientos - short-term loans that provided liquidity to the treasury. 
34 Drelichman and Voth, 2009. 
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Figure 12 – Spanish Long-Term Debt Annual Issuance 1599-1675 
SOURCE: Gelabert, Juan, 1999 and Gelabert and Sanz Ayan, 1976. 

Access to ready cash enabled rapid recruitment, training, and maintenance of large armies, 

constructing naval fleets, and facilitating effective diplomacy. At this time in European history, 

most rank-and-file soldiers were mercenaries. The period's logistics depended on regular cash 

expenditure or the issuance of promissory notes through the Europe-wide network of banking 

houses.35 The rapid construction and outfitting of large naval fleets, as was the case with the four 

Grand Armadas sent against England between 1588 and 1601, was similarly dependent on quickly 

expending large volumes of cash. Baroque-era diplomacy depended on providing bribes and 

pensions to foreign officials. Influence buying was an accepted norm. Cash abundance allowed the 

Habsburgs to establish profound influence in the Catholic Church, an institution that retained 

certain supra-national authorities in the pre-Westphalian system of international relations.36 The 

Habsburg diplomatic network in this period had an outsize influence throughout Europe's courts 

and was without a peer.37 For example, in 1591, forty-seven of seventy cardinals and all the 

sovereign princes along the "Spanish Road," the critical logistical link between Milan and 

Brussels, were on the payroll and under the influence of the Spanish Crown.38  

 
35 See Conklin, 1998. 
36 For a description of the role of the Catholic Church in the politics of the time, see Vallier, 1971 
37 For an illustration of the Spanish diplomatic network, see Fichtner, 1976. 
38 See Trevor-Roper, 1970 and Parker, 1998.  
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In addition to being well-funded, the Spanish military benefited from the early adoption of 

technical and tactical improvements. The Spanish tercio was an effective system of delivering 

combined effects of pikes and firearms to make infantry formations more practical and versatile 

against both cavalry and infantry at the dawn of the age of gunpowder. Eventually, all European 

armies would adopt similar formations and improve upon tercio tactics.39 At sea, Spanish galleons 

were the most effective naval vessel of the 16th century,40. 

 Moreover, in the Mediterranean, Spanish galleys proved equally effective.41 Finally, 

Castile and Aragon had centuries of martial tradition honed in wars against the Moors during the 

Reconquista, providing a ready supply of military leadership.42  

3.3. Where did Spain’s challenges come from?  

Spain faced challenges across the entire spectrum of conflict, and from the moment it came 

into existence, the Habsburg Empire was in a nearly continuous state of war. These conflicts 

included the aftershocks of the Protestant Reformation and the resultant degradation of the 

Catholic system of international affairs combined with a continuous external threat to Christendom 

from the other super-power of the day - the Ottoman Empire. Over time, other European powers 

could raise domestic revenue and project power at a scale similar to that of the Habsburgs and 

could match their capabilities within a single theater of war. The Catholic, Bourbon-governed 

France, once it had recovered from the internal religious wars that had hobbled its influence in the 

16th century, became the Habsburgs' primary near-peer challenger on the continent. The newly 

Protestant powers of England and the breakaway Dutch Republic had small footprints. They 

operated outside the Catholic order, but their very existence and ability to project power beyond 

Europe meant they were more significant than a nuisance. When continued religious and political 

discord in the Holy Roman Empire brought about the Thirty Years War (1618-1648), the Austrian 

Habsburgs were sandwiched between the Protestant uprisings in the North and the Ottoman threat 

in the South and depended on Spanish Habsburgs for their success. In addition to many external 

 
39 For a discussion of military innovation in this period, see Parker, 1976. 
40 They would later be improved upon by the Dutch and British, but their power was unmatched at the dawn of the Spanish 
Empire 
41 See Guilmartin, 1973. 
42 See Tenace, 2012. 
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challenges, Spanish Habsburg rulers faced domestic disunity, inefficiency, stagnation, and even 

outright rebellion. 

The embrace of the Protestant Reformation by numerous European Princes damaged the 

Catholic order, which up until that point had included a measure of supra-national authority in the 

internal affairs of the realms by institutions like the Church and the Holy Roman Empire. In pre-

Westphalian Europe, sovereignty was vested in royal families rather than the nation-states. 

Legally, wars were conflicts between kings rather than states.43 Furthermore, sovereignty was 

limited because a prince's position depended on the papal approval of their God-given right to 

govern as a sovereign of a realm. The physical representation of this power, the royal crown for a 

kingdom, was usually first sent from Rome, signifying the recognition of the individual's divine 

right to rule a particular territory.44 In the Middle Ages, the threat of ex-communication was a 

severe concern for a monarch since it declared an open season on that realm and its throne to 

internal and external claimants.45 The legacy of the more prolific utilization of the power of ex-

communication by earlier Popes still resonated in the royal courts of Europe. Habsburgs sought 

influence over the Catholic Church to direct its power. However, as the Reformation reduced the 

number of states adhering to the Church, its reach was no longer universal and weakening. 

As the Wars of Religion ravaged Europe from the inside, both Habsburg Empires were the 

primary guardians of Europe against the Ottoman Empire. In this effort, Spain had the lead in the 

Mediterranean and along the shores of North Africa, while Austria, with considerable Spanish 

financial assistance, was in the lead on land in the Balkans and the Hungarian plains. Christian 

alliances led and funded by the Habsburgs stemmed the Ottomans' naval threat at Lepanto in 1571 

and then held back the tide of their advance on land in a series of long defensive wars that 

culminated in the final Siege of Vienna in 1683. After the Siege of Vienna, the acute Ottomans' 

threat to Europe receded and the Austrian Habsburgs went on a strategic offensive.46 For Spain, 

however, this meant that during its most significant challenges, it still had to financially support 

Austrian Habsburgs to stave off the Ottoman advance in the Balkans.47 The constant Ottoman 

challenge meant that Spain's closest (and sometimes only) ally, Austria, was constantly faced with 

 
43 For a more detailed discussion of this concept, see Glete, 2002 and references therein. 
44 See Weiler, 2010. 
45 For a discussion of the moral authority of the Church and the role of the ex-communication, see Hall, 1997 
46 For a discussion of the Habsburg-Ottoman wars, see Wheatcroft, 2009 
47 The Spanish Habsburgs were also frequently annoyed at their poorer Austrian cousins' needs and requests. The Ottoman threat 
was a lot less significant priority in Madrid than in Vienna. 
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a two-front threat. First, there were the Ottomans in the Balkans. Second, the unrest in the Holy 

Roman Empire, a veritable powder keg of religious tension despite the concessions made by 

Charles V in the 1555 Peace of Augsburg, would later turn into an actual widespread religious 

war.48 Moreover, the French had a history of closeness with the Ottomans - even entering a 

temporary alliance in the 1500s, which brought about Ottoman naval raids against Spanish interest 

in the Mediterranean and the Atlantic. Spain had to remain vigilant. This phenomenon could repeat 

in the 1600s when the Ottomans were at their peak of power. Therefore, Habsburg's naval attention 

split between the Atlantic and the Mediterranean.49 

Habsburgs had a traditional rivalry with the French Valois dynasty over influence in 

Flanders, Burgundy, and Italy. Regardless of Charles V's troubles with the Protestants, his primary 

focus remained on strategic competition with France. However, during the years of Phillip II and 

in the early years of Phillip III’s reign, France was a more marginal concern. The internal religious 

wars weakened France in the late 16th century and prevented it from being an active participant in 

European politics.50 Spain was involved in these wars in both direct and indirect support of the 

Catholic side. Phillip II opportunistically also attempted to acquire parts of French territory (such 

as Brittany). Nevertheless, while the wars weakened France for a period, they did not knock her 

out. By the 1620s, France had resolved most of its internal religious strife, significantly improved 

its military and naval power, centralized its authority, and began colonizing the New World in its 

own right. Under Cardinal Richelieu, France rapidly became a near-peer competitor to Spain on 

the continent.51  

In the early 17th century, Habsburg's influence in the Vatican was weakened by the 

growing French presence in the Curia, ultimately limiting the ability of the Habsburgs to leverage 

the Church's influence over Catholic monarchs for their ends. Spain was structurally well placed 

in the College throughout the 16th century due to the rule that cardinals could serve as Cardinal 

Protectors of only a single realm.52 As Habsburg Empire consisted of many realms (Castile, 

Aragon, Naples, Sicily, Sardinia, Milan, Portugal), its party started with a number of Cardinals 

 
48 O’Connor, 1912. 
49 The capture of Lanzarote in the Canaries, raids on the English Coastline, the capture of a fortress in Tunis, and the building of 
an Ottoman fort facing Gibraltar are all notable examples of Ottoman participation in the war on the side of the French. See 
Murphey, 1993. 
50 For more on the French Wars of Religion, see Holt, 2005. 
51 Allen, 2000, pp. 15-17. 
52 See Pellegrini, 2004. 
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bound to it, if not by duty, then by the size of bribes and pensions paid to them by the Spanish 

Embassy.53 However, in the early 17th century, Pope Clement liberalized the post of Cardinal 

Protector. This reform enabled individual cardinals to serve as "protectors" of more than one realm 

and, by extension, also enabled more than one cardinal to represent a realm - increasing revenues 

to prominent papal families in Rome.54 France under Henry IV and later under Cardinal Richelieu 

used this opportunity to invest heavily into buying influence in Rome. Subsequent, short papal 

reigns and rapid and expensive papal elections meant that the ability to influence the College of 

Cardinals to ensure the election of amenable candidates and hold sway over the Church became 

more expensive and less certain.  

Clement VIII’s resentment of Spanish domination over the Church encouraged the French 

party in Rome,55 and the changes in cardinal protector rules drove Spain and France to spend 

heavily on the subsequent papal elections. As an example, the election of the short-reigned 

(twenty-six days) Leo XI reportedly cost Henry IV of France 300,000 ducats in 1605.56 However, 

the subsequent few popes hewed more toward the Spanish, continuing to provide subsidies to both 

houses of Habsburgs totaling some one million ducats per year – illustrating the scale of the 

potential payoffs if the election was successful.57 The situation stabilized with the election of the 

pro-French Urban VIII in 1623. However, his long reign in the middle of the Thirty Years War 

frustrated Spain so much that by 1640, its embassy was plotting Urban’s assassination.58 The net 

effect was to deprive Spain of influence over one of the institutional underpinnings of that order 

in the middle of the most significant challenge to Catholicism the West had known since the 

Moorish invasion of Europe. This loss of influence gave France much more leeway to act against 

Spain as it knew that the Pope would not seek to enforce the rules of the old order against it. Thus, 

Richelieu’s skillful institutional maneuvering in the Vatican enabled France to enter open warfare 

against fellow Catholic Spain later in the century on the side of the Protestant Netherlands, 

something that would have been quite difficult to orchestrate earlier.59  

 
53 For an in-depth discussion of the role, experience, and significance of the Spanish Embassy in Rome, see Dandelet, 2002. 
54 See Poncet, 2004 
55 See Trevor-Roper, 1970, pp. 262-263. 
56 See Ranke, 2006 
57 See Partner, 1980 
58 Bargrave, 1867. 
59 Dandelet, 2002, pp. 189. 
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In addition to its size, ambition, and diplomatic cunning, France also threatened Spain 

because of its location adjacent to Spanish logistical arteries for Flanders. The "Spanish Road" 

connected Milan to Brussels through various Habsburg possessions along France's eastern border. 

An alternative supply route by sea across the Bay of Biscay and through the narrow English 

Channel was vulnerable to attack by French fleets and privateers. These supply lines were crucial 

for Spanish efforts in Central Europe, and Habsburg diplomacy expended significant sums of 

money to keep them open. However, by their geography, they would be in a precarious position in 

the war against France.60 

 Keeping the Spanish Road open was crucial to Spanish policy because of the Dutch 

uprising in the late 16th and early 17th centuries. The unrest in the Low Countries became an open 

rebellion following the declaration of independence by the Seven Provinces of the northern 

Netherlands. Unlike Charles V, who was one of their own and spent most of his reign in Brussels, 

the residents of the Low Countries resented Phillip II. Philip insisted on exercising direct control 

over the Netherlands despite residing in Madrid. As the Netherlands were prosperous and 

economically developed, the temptation to tax them heavily to finance the Mediterranean wars and 

the New World expansion was high.61 Taxation by an absentee king caused strong discontent and 

precipitated religious troubles in 1566, and violence against the Spanish escalated. By 1581 the 

Dutch parliament, the States-General of the seven rebellious provinces, passed the Act of 

Abjuration, declaring that they no longer recognized Philip as their king. Southern Flanders (what 

is now Belgium and Luxembourg) remained loyal to Spanish rule in part due to the Duke of 

Parma's rapid military response. As a result of the rebellion, the Spanish Crown lost a key source 

of revenue and faced the embarrassment of being unable to restore sovereignty in Habsburg's 

ancestral lands, potentially even being forced to accept their independence. Both were a significant 

threat to the Habsburg reputation once the Dutch consolidated. The Habsburgs faced a determined 

 
60 For more on the Spanish Road, see Parker, 1972. 
61 The importance of Flanders to the Habsburgs should not be understated. Flanders was not only the home of Charles V and his 
main base of operations, but per capita, it was also the economically most advanced and vibrant part of the Empire. Scholars 
estimate the loss of tax revenue to the Habsburg treasury from the seven rebel provinces to half a million ducats per year. 
Combined with an average of one and a half million ducats per year of additional military expenditures the rebellion inflicted on 
the Spanish treasury every year for the next eighty years, this would have significantly reduced, if not eliminated, Spanish deficits 
of the period. In such an analysis, even the massive cost of equipping the Armadas seems a prudent investment – had they 
succeeded, of course. See Jonker and Van Zanden, 1997, pp.3, Elliott, 1963, pp. 257-263 and Drelichman and Voth, 2010. 
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and skillful opponent who took the fight to the Spanish on land, on the seas, and in the economic 

realm.62 

The subsequent conflict turned into an eighty-year quagmire that tied up significant 

Habsburg resources and talent in Flanders and threatened the Spanish monopoly on overseas 

colonization. The Dutch rebels were entrepreneurial and aggressive and took the fight to the 

Spanish outside the Flanders Theater. Among other initiatives, the Dutch targeted one of the 

centers of Habsburg gravity - shipments of silver from the New World. Even without the threat of 

Dutch pirates, these shipments faced an Atlantic passage fraught with peril, as witnessed by 

numerous wrecks of Spanish galleons along Florida reefs.63 Expanded naval warfare in the Atlantic 

and the Caribbean added further complications to the Spanish calculus. It demanded considerable 

naval resources to protect these exposed supply lines.64 

An alliance with England against France was the holy grail of Habsburg's foreign policy 

for two centuries, starting with Charles V. He courted England as a tentative ally to isolate France. 

Charles V worked hard to maintain his alliance with Henry VIII of England. However, starting in 

the 1530s, Henry's newfound Protestantism, persecution of Catholics, and desire to divorce 

Catherine of Aragon (Charles's aunt) made that alliance increasingly tricky politically.65 Still, 

Charles was tremendously pragmatic, so the alliance was reestablished in 1543 and eventually 

resealed with the marriage of Charles’ son Phillip II to Henry’s catholic daughter - Mary Tudor. 

For a brief period after Henry's death, England became part of the Habsburg system of personal 

unions as Phillip II and Mary Tudor ruled it jointly. Habsburgs hoped that England would 

eventually become permanently united with other Habsburg lands in a personal union after the 

joint offspring of Phillip and Mary came into power, following the Ferdinand and Isabella model.66 

However, the strategic marriage proved short and childless, while the Marian religious 

persecutions alienated the English population.67 After Mary’s death, Henry’s protestant daughter 

 
62 For a top-notch strategic discussion of the Netherlands issue, see Parker, 1998, pp. 115-146. 
63 For a discussion of Spanish galleons lost on the coast of Florida, see Wade, 1981. 
64 Despite limiting the freedom of action, this protection was mainly successful. After over 150 years of treasure fleets sailing the 
Atlantic biannually, only two full shipments of New World silver were lost. The relative security of transit lanes with less than 
1% loss rate in times of war over 150 years. 
See Parker, 1997. 
65 See chapter two in Maltby, 2002, and the essay by Parker, 1999. 
66 See chapter two of rule, 1999; Samson, 2005; and Parker, 1998, pp. 147-177. 
67 See Loades, 1991. 
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Elizabeth succeeded her sister, reinstated Anglicanism, and rejected Phillip's subsequent marriage 

offers.68  

Subsequently, England became a thorn in Phillip II’s side. Under Elizabeth I, England 

became a dedicated Protestant power, supporting the Netherlands uprising in 1585, condoning 

piracy against Spanish vessels, and capturing and imprisoning Mary, the Queen of Scots. She had 

been Spain's primary agent on the island. Following Mary's execution and Sir Francis Drake's 1587 

raid on Cadiz, in 1588, Phillip launched the Spanish fleet (the Armada) on a punitive expedition 

to resolve the English "issue" once and for all. The plan was to establish naval control of the 

Channel for long enough that the 30,000 troops of the Army of Flanders under the Duke of Parma 

could cross over to England. There they would join with the 18,000 soldiers carried by the Armada 

and depose the Protestant regime with the help of an uprising of England's Catholics. Against this 

concentration of power stood a motley collection of English warships, converted merchantmen, 

and privateers defending the Channel under Drake. At the same time, Elizabeth gathered 4,000 

troops at Tilbury to meet the eventual landing.  

It was not to be - the spectacular failure of the 1588 Armada saved England's independence. 

The war continued over the next decade. The militarily inferior English managed to deny access 

to their territory and territorial waters to the militarily-superior Spanish force while harassing 

Spanish lines of communication and bases. Some significant operations included the English raid 

on Coruna (the "counter-Armada") in 1589 that also ended in spectacular failure, along with Sir 

Francis Drake's more successful repeat of the raid on Cadiz in 1596.69 The Spanish retaliated by 

executing an invasion of Ireland in 1594,70 and launched two further Armada expeditions in 1596 

and 1597.71 At the turn of the century, the naval stalemate against the English and the continued 

land stalemate against the Dutch signaled to Europe that the Spaniards were no longer 

omnipotent.72 

At the turn of the century, the erosion of Spanish relative power accelerated due to domestic 

stagnation. The demographics of the Iberian Peninsula soured. The expulsion of non-Christians 

(Jews and Muslims) and the persecution of recent converts drained urban Spain of some of its most 

 
68 For a discussion of marriage negotiations between Elizabeth and Phillip, see Doran, 1989. 
69 See discussion in chapters five and six of Parker, 1998. 
70 For a good history of Spanish affairs in Ireland and its impact on Irish statehood, see the work of John McCavitt, in particular 
the 2002 book The flight of the earls. 
71 For a discussion of the war's later stages, see Tenace, 2003. 
72 See Parker, 1998, 179-203. 
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talented artisans and craftsmen, wealthiest bankers, and most able traders. The fertile plains 

emptied of the population that had operated and maintained irrigation-based agriculture for 

centuries, and agricultural productivity collapsed.73 In Spanish Flanders, much of the urban 

population emigrated to the Dutch Republic. For example, almost half of the population moved 

after the fall of Antwerp, the center of the Flanders economy before the war. This migration of 

skilled labor invigorated Northern cities like The Hague, Amsterdam, and Rotterdam.74 At the 

same time in Castile, the emigration to the New World was taking away some of the most 

industrious Spanish nobles, clergy, and laypeople. A quarter of a million Spaniards migrated to 

the New World by the end of the sixteenth century, and another half a million followed in the first 

half of the seventeenth.75 As the estimated population of the Iberian Peninsula was seven million 

at the time of Phillip II, the emigration of half a million and expulsion of another half a million 

meant an almost 15% outflow of the population.76  

The Spanish economy also became less competitive. At the end of the 16th century, the 

landed class inherited most of its wealth and lived off various entitlements. The ranks of the 

aristocracy had swelled to about a tenth of the population. Many analysts of the time observed that 

the population staying behind in Spain had “stagnated into a rentier mentality” and “decayed 

intellectually.” Limitations on the once prolific public education system and religious dogma 

stifled the arts and sciences. Productive economic activity was thought of as non-noble. For the 

elites with ambitions beyond living on their inheritance and the derived rents, the primary Road to 

advancement was through the government or the Church. Around this time, Spain also lost the 

ability to feed itself. The intricate irrigation system developed under the Moors fell into disuse 

under absentee landlords who were more interested in prestige at the Court than agriculture 

development in their estates.77 In the later parts of the seventeenth century, periodic food shortages 

diverted precious hard currency toward wheat imports, further imperiling the already overstretched 

treasury. Foreigners rather than native Castilians increasingly ran trades and manufactures. This 

migration included over 40,000 French artisans and traders residing in Madrid at the height of the 

 
73 Ironically, many artisans found refuge in the rebel Netherlands while farmers scattered across Northern Africa - see Elliott, 
1963, pp. 305-308. The Netherlands would similarly benefit from French Huguenot refugees as well - Nusteling, 1985. 
74 See Gelderblom, 2003. 
75 For a discussion of the composition of immigrants, see Boyd-Bowmann, 1976. For a discussion of numbers, see Altman, 2013 
and Soyer, 2013. 
76 See Cortes, 1961. 
77 For a description of arbitrista assessment of the state of Spain in the early seventeenth century, see Elliott, 1986, pp.85-94. 
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anti-French ordinances. A series of plagues in the mid-seventeenth century further contributed to 

depopulation and a general sense of domestic decline throughout Spain.78 

3.4. What constraints did Spanish decision-makers face in addressing those 
challenges? 

Spanish Habsburg decision-makers faced constraints of ideology, finance, and governance. 

They had a fervent Catholic identity which made it very difficult to cooperate with non-Catholics 

in any manner beyond demanding their outright submission. Complicating matters, Spain's 

primary Catholic near-peer challenger, France, had no such qualms. The Spanish Habsburgs lacked 

a common fiscal or legal framework for burden sharing among their realms due to the 

specifications of the personal union treaties. The Habsburgs thus primarily relied on the 

(admittedly significant) resources of the Kingdom of Castile to pursue their aims. Castile relied on 

highly regressive taxes and income from New World silver to finance these demands. Poorly 

designed tax policy compounded Castile's socio-economic stagnation and limited revenue 

potential but proved impossible to change due to domestic political dynamics. The external supply 

of silver peaked early in the Thirty-Year War but then stagnated and was put at risk by Dutch and 

English raiders - fiscal space narrowed, and the vulnerability to fiscal shocks increased just as 

France entered the war on the side of the Protestants. Continuous monetary expansion from the 

influx of silver and prohibition on its export introduced sustained inflation in the realms.  

Catholicism was a defining feature of Spanish identity. Like the religious experience of 

many border peoples, Spanish Catholicism served to sustain and differentiate a Christian identity 

under centuries of Islamic rule and fuel the fires of a long and bitter Reconquista. As a result, a 

particular brand of uncompromising Catholic Orthodoxy developed in Spain, wholly intolerant of 

the “other” – Jews, Muslims, Protestants, recent converts (Moriscos and Conversos), or even those 

seen as inadequately good Catholics. The establishment of the Inquisition embodied much of this 

fanaticism. Eventually, it facilitated the mass expulsions of the Jews and Moriscos, the suppression 

of Protestants, and the censorship of thought and action. Frequent Autos de Fe provided its most 

graphic public displays.79 One cannot understate how deeply the Church was involved in most 

 
78 For a discussion of how this period fits into the broader Spanish economic narrative, see Alvarez-Nogal and de la Escosura, 
2011.  
79 For a description and discussion of an Auto de Fe, see Flynn, 1991. For a discussion of Spanish Catholicism, see Payne, 1984 
and Rawlings, 2002.  
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aspects of the Spanish society of the 16th and 17th centuries. Church's involvement created a culture 

cloaked in an insular orthodoxy: a prohibition on Spaniards forbidden studying at foreign 

universities, widespread growth of flagellation, and an art scene dominated by religious themes.80   

At the time, men in charge of Spain were products of this hyper-religious society. While 

Charles V was a foreigner, his successors were the product of a hyper-Catholic Spain.81 They were 

shaped by and later promoted a national narrative that brought together Catholic universalism with 

expansionary Habsburg aims. Their sense of Spanish (especially Castilian) exceptionalism 

bordered on messianic. The victory of the Catholics, Spaniards, and the Habsburgs was inevitable 

if the people and their leaders were pious enough. Compromise and negotiation with heretics 

(including Protestants) were not an option. Their defeat was thought inevitable by appropriately 

pious Christian monarchs who would prevail over their enemies, just as the Reyes Catolicos had 

over the Moors. 

Many important actors in Spanish foreign policy at the beginning of the 17th century 

earnestly assumed that fellow Catholic countries (notably France) were unlikely to ally with 

Protestants openly.82 The hardline confessional party at the Spanish Court thought that because 

Richelieu had risen through the ranks of a similar party in France - the devots - he would be 

opposed to an alliance with the Protestants.83 While Richelieu proved brutal in dealing with 

France's Protestants - the Huguenots – the Spanish discovered that he had no qualms about foreign 

alliances. 

The continuing inflation and near-continuous warfare put significant pressure on the 

Castilian economy and the government’s fiscal position. Taxation in Castille was a highly 

regressive ten percent sales tax on non-consumables (alcabala) and a "temporary" tax on 

 
80 Spanish Catholicism went through numerous stages in response to this orthodoxy, including dabbling in mysticism and even a 
veritable explosion of miracles and relics in the early 17th century. However, intellectually liberal concepts became established at 
universities, and Copernican theory came to be taught at Salamanca by the end of the 16th century. There is evidence that a very 
secular reality existed underneath this veneer of piety. For example, despite the Church's attempts to prohibit them, bullfights 
remained a staple of entertainment, and fornication remained broadly viewed as unsinful – so much so that many foreign travelers 
in this period thought "fornication and impurity" in Spain to be the worst of all Europe. For more details on Spanish Catholicism 
in this period, see Payne 1984, pp. 40 – 60.  
81 Spanish Kings attended daily mass and acted extremely pious even for their day. That said, they still enjoyed plenty of 
pleasures of the flesh – every single one (except for Charles II) – had numerous mistresses. However, they often felt quite guilty 
and took their connection with the realm seriously, ascribing it as a punishment for their sins. In particular, Phillip IV ascribed 
Spanish battlefield defeats to his transgressions. For a discussion, see Hume, 1907; Elliot, 1977; and Phillip IV's writing (1629). 
For the education of Habsburg monarchs, see Hoffman, 2011. 
82 See Bireley, 1981. 
83 Elliott, 1986, pp. 223 
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foodstuffs (millones). At the same time, high customs and tariffs hemmed in foreign commerce.84 

In the 16th century, structural inflation began to occur in Spain. After centuries of stable prices in 

Europe, the inflow of specie from the New World expanded the money supply, driving up prices 

during the 16th century Price Revolution.85 The shifting economics put pressure on the 

government’s fiscal policy, as most pensions and allowances were nominal. By the 17th century, 

the government's aggressive responses to inflation caused deflationary spirals.86 Moreover, as a 

result, parts of Castile were reduced to operating on a barter economy for several years. As the tax 

burden fell on sales, the government could not collect any meaningful taxes, rendering it almost 

entirely dependent on income from the colonies and deepening the crisis.87 Such a combination of 

fiscal and monetary policies meant that by the mid-17th century, Spain was economically 

dependent as the trade deficit ballooned and systematically disadvantaged domestic 

manufacturers.88 

Due to the strict specifications of the personal union treaties, Spain lacked a common fiscal 

or legal framework across its realms. The primary treasury on which the Empire could rely for the 

conduct of foreign policy was that of the Kingdom of Castile. Other parts of the Empire, even 

though often at much greater military and political risk than Castile, contributed to joint funding 

only at the margins. On the flip side, Castile held a monopoly on New World resources. The 

significant expenditures for religious wars under Charles V and later under Phillip II against 

England and the Netherlands were debt-financed with repayment obligations incurred by Castile. 

Raising money based on future income allowed the Habsburg government to run consistent deficits 

under Phillip II. However, such policy grew the sovereign debt from an estimated 20 percent of 

Castilian GDP at the beginning to 47 percent at the end of Phillip II’s reign in 1598.89 

 
84 The periodic requirement for the reauthorization of the millones, or the excise tax on food, was one of the few levers of 
influence the elected assemblies had over the King. The battles over funding between the King and the Cortes tended to be 
resolved by Cortes retaining or expanding its influence and privileges in exchange for approving additional debt offerings or 
increasing taxes to pay for spiraling revenues.84 
85 Much writing exists about this monetary phenomenon. See Hamilton, 1934; Flynn, 1978. It is also likely that demographics 
and changes in agriculture had an effect. However, that would not have created the same type of structural inflation. 
86 For a discussion of the effect of seigniorage and Spanish currency policy, see Motomura, 1994. 
87 Elliott, 1963, pp.304. 
88 A lack of understanding of economic principles led to a curious connection between monetary and trade issues. One of the 
reasons why the trade was so severely limited was the desire to retain silver in circulation on the peninsula rather than have it 
flow out in exchange for other goods. This connection between Spanish monetary and trade policy was a peculiar product of 
relatively static beliefs about the nature of money and a mercantilist outlook on trade. The influx of silver, which was effectively 
raw money, expanded the money supply and created rampant inflation in the economy.88 However, the government blamed the 
rising prices on imports and sought to curtail them with high tariffs, effectively adding to the spiraling prices.  
89 Drelichman and Voth, 2012 – there is considerable uncertainty around this value due to difficulty estimating the GDP of 16th 
and 17th-century Castile. 
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Even within Castille, Habsburg decision-makers had limited ability to set fiscal policy, as 

the legislatures controlled most of the revenue streams. Most revenue measures were subject to 

approval by the realm's parliament (the cortes), consisting of representatives of cities or regions 

subject to taxation.90 The Castilian cortes chaffed at the taxation burden. They sought to exchange 

rate-based taxes for fixed contributions by individual cities or regions, which would, over time, 

decrease in value due to inflation. This arrangement also provided lucrative profits for tax farmers 

who could retain the extra funds they collected above and beyond the agreed contribution amount. 

As a result of the political power of the cortes, much bribery, particularly in the form of mercedes 

(government pensions), was promised to legislators to pass the increases, which further diluted the 

gains to the treasury by increasing outlays. As the cortes were dominated by the wealthy and 

unrepresentative of the broader population, the delegates preferred a regressive tax policy that 

levied consumption taxes on basic foodstuffs rather than property, capital, or income.91  As seen 

in Figure 13, income from internal taxation remained relatively static even when spending 

increased significantly.  

 
Figure 13 - Composition of Royal Revenues under Phillip II 

SOURCE: Drelichman and Voth, 2008 

 

Spanish decision-makers came to depend on the flow of silver from the New World and 

their ability to use that as collateral. This was a risky proposition - the silver fleets sailed through 

 
90 Numerous taxes were dependent on the promulgation by the cortes, and many were created only as temporary measures. 
Taxation exempted the church and the nobility. See Elliott, 1986, pp.85-115. 
91 See Jago, 1981. 
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treacherous, pirate-infested waters, as evidenced by the many wrecks of Spanish treasure ships 

along the Florida coast. In addition to periodic pirate and weather-induced disruptions, the imports 

of silver into Seville dropped precipitously in the 1630s and 1640s, just around the time the 

Habsburg Empire faced its most significant battlefield tests, as seen in Figure 14.92 The exact 

causes are still up for debate, as the gross production of silver in the New World remained 

relatively high proportionally. While the output of Mexican mines at Potosi declined, production 

in Peru increased significantly.93 The net effect put government finances in disarray as the 

government had difficulty meeting its long-term bond (asientos) obligations. This crisis was 

qualitatively different from prior fiscal crises, caused by short-term cash flow constraints, and 

impacted the market for juros or treasury bills.94  

 
Figure 14 - Average Annual Imports of Treasure, Ten-Year Average 

SOURCE: Hamilton, 1929 

3.5  How were policy decisions made in Habsburg Spain?  

The Habsburg system of governance depended on the ability of the ruler or his designee to 

successfully design and implement a coherent policy in a global union of disparate realms. Given 

the divergent interests, the multitude of stakeholders, and diffuse decision-making arrangements, 

this was a challenge even in the most stable situations and for the most competent leaders. Charles 

V could still afford to rule "from horseback" because he spent most of his reign in crisis 

 
92 See Hamilton, 1934, pp. 32-34.  
93 See Brading and Cross, 1972. 
94 See Elliott, 1986, pp. 610. 
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management and active conflict. His successor, Phillip II, inherited a much more stable Empire 

and thus evolved into a sedentary micromanager. A system of royal councils arose to support his 

decision-making by preparing well-developed policy options for his consideration and approval. 

This system created compartmentalization of decision-making, leaving coordination and 

integration of national policy almost entirely to a central figure who could see the whole picture. 

After Phillip II, the personal commitment of Habsburg kings to leading governance declined, and 

Spanish policymaking came to depend on the skill of the King’s closest advisors (validos). The 

nature of the valido arrangement and the pressures of court politics resulted in Spanish policy that 

proved stable but challenging to implement even under rapidly changing circumstances. 

While the Habsburg Empire was an absolutist monarchy, numerous aspects limited the 

government's power. The divided structure of the realms constrained the central government. The 

realms held on to varying degrees of autonomy, legislative, executive, and judicial. The degree of 

autonomy depended on the nature of government before becoming a Habsburg possession and any 

agreements made at accession.95 While even the Castilian government, in theory, responded solely 

to the will of the King, there were significant checks on royal power. Numerous grandees or 

aristocratic peers of the King held significant influence in the realm. They expected to be involved 

in formulating and executing policy and share in the state's wealth.96 The church, within Spain and 

its transnational incarnation, carried much economical and social influence and needed to be 

appeased.97 The aristocracy and the clergy were exempt from taxation, which fell mainly on the 

urban areas instead. Adjustments to taxation were conditional on the approval by parliaments of 

the various realms. However, representatives of the cities that ultimately bore most of the tax 

burden dominated the cortes.98 Although the Spanish government was an absolute monarchy, the 

realm's governance involved many stakeholders that needed to be satisfied, among whom 

politicking for influence and position proved severe. The King and his advisors could not ignore 

these forces and had to structure and present their policy choices with an eye on how they would 

be received and perceived by the cortes.  

Phillip II was a king wholly committed to and consumed by his role in government. No 

matter how small, the final word on any decision was his. This manner of governing a complex 

 
95 For a discussion of the limits of the Habsburg government, see Fichner, 1995 and Dincecco, 2009. 
96 For a discussion of the politics of the aristocracy, see Jago, 1979 
97 For a discussion of the role and challenges in managing the clergy, see the discussion in Perrone, 2001 and Rafferty, 2011. 
98 See discussion of the cortes politics in Jago, 1980 
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realm across many continents meant that Phillip's workload was exceptional even by modern-day 

American presidential standards. Despite his best efforts and a grueling schedule of 14-to-18-hour 

workdays, government business often slowed to a gridlock.99 To help him govern, Phillip created 

a system of councils within the Consejo Real, or the Royal Council, his chief advisory body. 

Staffed almost exclusively with high aristocrats – grandees - and an occasional clergyman, the 

Council itself was not considerably different from the privy councils everywhere around Europe. 

It’s headquarters can be seen in Figure 15. What was different, however, was the way it was 

employed.  

 
Figure 15 - The Palace of the Councils in Madrid 

Source: Author's photography 

 

 
99 According to Parker, 1998, on a typical day, Phillip would hold up to 30 audiences. According to Stradling 2002, over 1000 
consultas could pass across his desk every month. These were of varying complexity. While some were simple letters of 
appointment requiring a signature, others would be multipage policy memoranda that required careful reading and often received 
a detailed written response. 
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The council system divided the counselors into overlapping policy committees that dealt 

with regional issues of separate realms, functional committees dealing with policy portfolios of 

diplomacy, war, public works, and all-important financing of these endeavors. Supporting 

committees oversaw the work and advised on matters relating to the Inquisition, the permanent 

state of a crusade, and matters relating to royal and knightly orders - the governance of the human 

resources for an aristocracy.100 The recommendations of a relevant council would accompany the 

drafted decision in the form of a consulta outlining the arguments in favor or against a particular 

course of action.101Temporary task forces, or juntas, handled new and extraordinary issues. For 

example, one such junta dealt with the buildup of the 1588 Armada, while another was formed to 

examine illicit trade with the Netherlands and ultimately grew into a permanent committee on 

commerce.102 Each committee had a bureaucratic staff of aides and scribes who ensured an orderly 

paper flow, analyzed and prepared issues for conciliar consideration, and converted their 

discussions into decision memoranda for royal signature - consultas.103 Figure 16 shows the 

structure of the council system in 1620Figure 16 - Structure of the Spanish System of Royal 

Councils in 1620. 

For most of Phillip II's rule, all decisions depended on the royal signature, and no person 

other than the King had insight into the overall direction of policy. Unless there was a fortuitous 

overlap of council membership, individual councils could work in parallel without visibility into 

each other's deliberations. For example, the Council of Finance might need to find out where the 

money was going, while the Council of War needed to know when it was coming.104 As Phillip 

grew older and sicker, the councilors established a junta de la noche to deal with the bottleneck of 

consultas. This junta served as a clearing house or executive secretariat, limiting the flow of paper 

to the King to only the most critical issues.105  

 
100 For an extended discussion of the council system, see Elliott 1963, pp. 170-181 and Stradling, 2002, pp. 22-31. 
101 At one point in 1570, approximately 20 councils handled 326 different categories of issues, each with its separate 
administrative procedure. See Stradling, 2002, pp. 276 
102 For the use of the juntas, see Darby, 2014, pp. 37-42. 
103 These staff would have provided a significant bureaucratic capacity even by the standards of a modern small country 
government. In 1560, the Council of Finance had 79 staff, the Council of Castile 53, Council of Aragon 39. Over time, these staff 
would grow further. See Stradling, 2002, pp. 25 and Parker, 1998 
104 Parker, 1998 
105 This setup would later continue in the government of Phillip III and beyond, with similar Juntas ultimately converting to the 
personal staff of the validos. See Elliott, 1963, pp. 302-303. 
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Figure 16 - Structure of the Spanish System of Royal Councils in 1620 

SOURCE: Based on the work by Parker, 1997 and J.H. Elliot, 1963 

 
While policymaking was somewhat scripted, policy execution was relatively flexible and 

adhocratic. Upon receiving a decision from the King, the relevant committee tasked an individual, 

usually a fellow grandee, with its execution.106The royal charter outlined the authority or the 

resources awarded to an individual for a specific task. These royal commissions made the quality 

and organization of policy execution entirely dependent on the man appointed for the job and 

opened many possibilities for corruption and self-enrichment. Some of these commissions 

specified that the bearers of authority received a particular share of the spoils and, in exchange, 

were expected to raise the money for execution by themselves – some Spanish military 

commanders, many viceroys, and tax farmers carried warrants of this type. 107 – an early form of a 

public-private partnership. Each commissioner was free to hire and fire his staff as he felt 

appropriate to the conduct of his work and within the limits of appropriated resources or authorized 

activities. However, this flexibility was a double-edged sword. On one side, it provided 

 
106 See discussion in Elliott, 1963, pp.176-180. 
107 See Elliott, 1963, pp. 177 and Stradling, 2002, pp. 65. The most famous of these warrants is the one given to Christopher 
Columbus. The warrant entitled him and his descendants to 10% of all proceeds from his voyages. As this turned out to be a very 
substantive sum in later years, it became the subject of extended litigation known as Pleitos Colombinos. The Council of Castille 
eventually arbitrated a settlement. For more see Mure Orejon, 1967. 
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tremendous freedom of execution and opened room for creativity. Conversely, the lack of a 

professional bureaucracy meant no check on poor leadership.108  

After the death of Phillip II, his son and grandson (Phillip III and Phillip IV) became 

increasingly distant from day-to-day governance. Instead, the royal favorites – validos - became 

the influential leaders of the Spanish government.109 These validos were part gatekeepers, part 

decision-makers, and part prime ministers. Over time decision-making power concentrated in the 

hands of the valido as increasingly fewer decisions were made by the kings.110 While the formal 

operation of the councilor system resided in the President of the Council - usually the longest-

serving member, it was the valido who had the real power. However, in the 45 years following 

Phillip II's death, there were only two validos – Francisco Gómez de Sandoval, the Duke of 

Lerma, filled the role from 1599 to 1618, and Gaspar de Guzmán, the Count-Duke of Olivares, 

filled the role from 1621 to 1643. Since Phillip II governed for 42 years (1556-1598), the 

personalities of only three men strongly shaped an entire century of Spanish Habsburg policy, 

ranging from its rise to its decline. Though Phillip II was hard-working, he was slow to make 

decisions and could not distinguish between strategic and perfunctory, giving it all equal 

attention.111 Lerma and Olivares were infamously corrupt and intent on enriching themselves, but 

Lerma seems to have been particularly medieval in his foreign and domestic policy tactics. To his 

credit, however, Lerma managed to extricate Spain from the overextended strategic position in 

which Phillip II left it.112 Olivares was better educated, more reform-minded, and worked harder 

than Lerma, though, in his later years, he was hobbled in his work as he likely had a mental 

illness.113 

Although Spain created a mechanism to manage the empire, its system of governance 

needed to be more up to the task of dealing with global leadership and the challenges this brought 

about. By the time of Phillip IV, the council system had become so deeply entrenched that it had 

become an impediment to reform.114 Olivares increasingly resorted to a parallel system of juntas 

 
108 See discussion in Phelan, 1960. 
109 Phillip III was a king with little taste for the government. Phillip IV, by comparison, was more diligent; however, the presence 
of a trusted valido meant that even when he was more engaged in policy, his workload was a fraction of his grandfather's. On 
average, between 1629 and 1664, he dealt with 1,000 papers per annum or a tenth of what Phillip II did in the month preceding 
Lepanto in 1570. See Stradling pp.279 
110 For a description of the validos, see Elliott, 1986 and Williams, 2006. 
111 For a discussion of Phillip II, see Parker, 1998/ 
112 For a discussion of Lerma, see Williams, 2006. 
113 For a discussion of Olivares, see Elliott, 1986. 
114 See Elliott, 1986, pp. 134-135. 
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in order to attempt to promulgate a reformist agenda.115The council system gained a life of its own, 

and many justifiable reforms failed to gain traction. For example, a unified military structure did 

not come about until after the fall of the Habsburgs. Throughout this period, each realm of the 

empire retained its military command structure and funding through the respective council.116 

Similarly, the efforts to harmonize the legal and tax codes across the realms faced opposition from 

legislatures liable for implementing them and the high aristocracy on the respective councils.117 

3.6. What policies did Spanish decision-makers choose?  

In the 17th century, key policy initiatives of the Habsburg decision-makers in response to 

challenges of sustaining global leadership occurred in three waves: (i) the initial post-Phillip II 

peace-making and retrenchment under Lerma, (ii) critical foreign policy decision taken by Zuniga 

in the three-year interregnum between Lerma and Olivares, and (iii) the attempt to implement 

broad reforms under Olivares after 1621. At the end of the reign of Phillip II, Spain was at war 

with every other significant power in Europe – Netherlands, France, and England. At the same 

time, it supported the Austrian Habsburgs in their latest war with the Ottomans. At home, the 

famine and plague beset Spain, already deeply in debt because of a decade of unrestricted wars. 

Upon the accession of Phillip III, his valido, the Duke of Lerma, set out to end these wars. 

Negotiations brought peace with France in 1599, England in 1604, and a truce against the Dutch 

in 1609. 

Nevertheless, the peace was not to last. After the fall of Lerma in 1618, his successor made 

several critical decisions that pushed Spain back toward policies leading to the Thirty-Year War 

and the resumption of the war against the Netherlands. Only after the accession of Phillip IV and 

the rise of Olivares as valido was a reform in domestic and foreign policy seriously attempted.  

In 1598, at the end of Phillip II’s reign, Spain’s strategic position was not enviable, and its 

leaders quickly sought to retrench and reduce foreign and domestic obligations. Spain was at war 

with nearly everyone else in Western Europe - England, France, and the Netherlands - while its 

Austrian allies were in the midst of the “Long Turkish War.” Castilian treasury faced a short-term 

liquidity crunch because of obligations undertaken in the last decade of Phillip II’s reign coming 

 
115 See Elliott, 1986, pp. 296. 
116 See Elliott, 1986, pp. 244-255. 
117 See Elliott, 1986, pp. 298-300. 
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due. In particular, the debts incurred in outfitting four massive naval expeditions by the Armada 

were due for repayment or refinancing.118 Spain faced a series of plagues that devastated the 

Iberian Peninsula between 1597 and 1602, taking away almost a tenth of the population.119 The 

plagues came on top of the extended continent-wide series of poor harvests between 1590 and 

1602 that caused widespread famine. Further, they exacerbated Spain's population crunch brought 

about by emigration and expulsion.120 

While it was Phillip II's administrators who began the process of retrenchment as the old 

King grew sicker and more detached, it was the Duke of Lerma and his staff. Shortly after coming 

to power, they quickly sought to reduce the Habsburg exposure and obligations.121 Under papal 

mediation, one of Phillip II's final diplomatic achievements was to conclude the Peace of Vervins, 

which ended the state of war with France and recognized Henry IV's rule under the condition that 

he sustained his conversion to Catholicism.122 Peace with France was a significant success, as it 

brought France back into communion with the Catholic Church and thus back into the confines of 

the Catholic Order. Under Lerma, the Habsburgs then attempted to deepen ties between France 

and Spain by reusing the classic marital alliance technique of an earlier era. In 1615, after a three-

year negotiation, a double marriage was concluded between the royal houses of Spain and France 

- between the Spanish infanta Anne of Austria and the French crown prince Louis (future Louis 

XIII), and between the Spanish crown prince Phillip (the future Phillip IV) and Louis’ sister 

Elizabeth.123The objective of these unions was to ensure that the most dangerous potential Catholic 

challenger would not interfere with Habsburg's designs.124 

Lerma’s government was also motivated to reduce spending on the stalled wars against 

Protestants in the Netherlands and England. They required an appropriate opportunity to manage 

 
118 For post-1588 Spanish naval issues and operations, see Goodman, 2003. Note that the 1601 Armada was as large as its more 
famous 1588 cousin. Similarly, it failed due to horrifying weather in the English Channel. 
119 For a discussion of the plague, see Scott, 1947; Moreda, 1979; Alfani, 2013. 
120 For a discussion of the famines, see Cunningham, 2000. 
121 Lerma's key staff included Rodrigo Calderon, the Count of Oliva, who was Lerma's preferred executor of policy, and Don 
Pedro Franqueza, the Count of Villalonga. He was in charge of the royal finances. Elliott, 1963, pp. 303. 
122 Allen, 2000, pp. 15-17. 
123 See Moote, 1991, pp. 79-96. 
124 See Hayden, 1973 and Andrean, 2011. Philip III's instructions to his daughter, Anne of Austria, included: 1. She was to 
observe her religious duties and set an excellent example for her subjects. 2. She was to oppose heresy and to bring her husband 
to the same mind. 3. She was to ensure no war would arise between the Catholic princes of Europe and maintain close relations 
with her brothers in Spain and her aunt, who governed the Low Countries, as well as the Emperor and empress and the family in 
Austria. 4. She was to do what she could to ensure France would not assist rebellions against Spain. Because young Louis was 
considered weak-willed and under the influence of his regent mother, Maria de Medici, Phillip believed Anne could exert a 
strong influence on 
him. Nevertheless, this was quite a bit to expect of a fourteen-year-old. 
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the domestic politics of this policy shift. With England, that moment came in 1604 with the death 

of Elizabeth I. Suddenly, after half a century of Anglo-Spanish relations driven by personal 

animosity between Elizabeth and Phillip, the two governments had an opportunity for a strategic 

reset.125 While there was also a strong desire to conclude peace with the rebel Netherlands, Lerma 

and his advisors knew peace would mean accepting de facto Dutch independence. They were 

particularly concerned about how this would affect Habsburg's reputation and set any precedents 

for other potentially rebellious realms.126 

Only when another debt default happened in 1607 did the idea of peace with the Dutch 

gain traction in the Council. The way around the reputational concerns came through a decision 

made by Phillip II shortly before his death in 1598. He married his daughter Isabella to the Austrian 

Habsburg, Duke Albert, and as dowry, provided her with Flanders and all of the Netherlands, albeit 

with the stipulation that Spanish troops could remain there indefinitely.127 The backdoor was that 

the 1609 peace negotiations, mediated by the English and the French, were to be led by Duke 

Albert of Flanders. This maneuver gave official Madrid political cover to present them as merely 

an internal matter of Flanders. These negotiations eventually produced a twelve-year truce rather 

than a full peace treaty because even Albert could not recognize the independence of Holland. 

Instead, Flanders and, by extension, Spain would treat the Seven Provinces "as if they were 

independent" for the treaty's duration. 128  

Even so, to distract the domestic public from the potentially embarrassing treaty with the 

Dutch, Lerma orchestrated the final expulsion of the Moriscos. The decision to expel the converted 

Muslim minority was announced simultaneously with the signing of the Twelve-Year Truce. There 

were continuing concerns about the loyalty of Moriscos in the face of an Ottoman threat,  and the 

wholesale seizure of their assets would temporarily improve the state of the Spanish Treasury.129 

 However, the key objective of this policy was to ignite the resulting patriotic maelstrom 

among the Castillan population and distract from the "tactical" truce signed by the Flemish. While 

the short-term political and financial gains were positive, the long-term effects of this political 

 
125 See Allen, 2000, pp. 99-114. 
126 See Elliott, 1983. Note that there was no precedent for a realm declaring independence from its sovereign before this. 
Therefore, it was vital for the Habsburgs not to allow a precedent. 
127  For more on Albert and Isabella, see Duerloo, 2012 and Thomas, 2010. Notably, the grant specified that the realm would 
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128 It was important for the Flemish to appear as if they were leading the negotiations from the Habsburg side – this allowed 
Madrid to repudiate the treaty and describe it as a tactical truce negotiated in the field. See Brightwell, 1974.  
129 Hess, 1968. 
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maneuver were a further depopulation of Castile. The economy of coastal areas around Salamanca 

was depressed for decades to come.130 

Except for the expulsion of the Moriscos, the Lerma administration proved largely 

uninterested in domestic reform, focusing instead on enriching themselves. Lerma also encouraged 

opulence in Phillip III's Court to elevate royal prestige and ingratiate himself to the monarch.131 

As a result, royal finances remained under duress despite achieving relative peace. Attempts to 

patch them up initially focused on seeking further grants from cortes of different realms, but these 

attempts were generally unsuccessful.132 Even within Castile, the cortes began demanding further 

concessions and reports from the King, often tying funding to specific projects, something unheard 

of beforehand.133 Moreover, the amount of mercedes (regular pensions from the royal budget) 

and one-time bribes needed to get the votes proved almost equal to the revenue gained.134  

Lerma sought additional sources of income, but those policy alternatives came with high 

costs. The first policy was to monetize the deficits by debasing the existing currency and issuing 

copper vellon coins for domestic consumption through government payments.135 The second 

policy was to pressure the Genoese banking cartel into expanding their lending to the crown. Both 

policies had clear downsides. The vellon fueled inflation, and the growing parallel markets for 

silver and copper currency created uncertainty about the value of the weak domestic currency, 

leading to the hoarding of silver and gold. The savings rate vastly outpaced investment, driving 

the economy into a depression cycle and creating long-term harm to the Spanish economy. With 

the increase in their exposure to Spain, the bankers' influence at the Spanish Court grew, creating 

potential policy liabilities for the crown, especially in Italy.136  

There was widespread unhappiness and concern about Spanish public policy and mounting 

pressure to reform. Particularly vocal were scholars of the arbitrista movement who sought 

 
130 For a seminal work on the expulsion of the Moriscos, see Janer, 1857. 
131 For a description of the life at the Court during Phillip III's reign, see Feros, 2006. 
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133 See Dubet, 2004. 
134 See Elliott, 1986, pp. 304. 
135 To limit the outflow of silver currency, the Spanish government introduced an all-copper vellon in 1599 to save the silver for 
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disincentivized Spanish exports and helped create a domestic banking nightmare that would capture the government's attention 
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136 For a discussion of the King of Spain's relationship with various bankers, see Alvarez Nogal, 2003. 
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to analyze the state of public policy and recommend changes – the 17th-century equivalent of the 

modern-day think tank community.137 Toward the end of Lerma’s rule, the arbitrista had created 

considerable public pressure for reform.138 Ultimately bowing to this public outcry, in 1618, 

Lerma's government finally created a reform task force known as Junta de Reformacion and tasked 

the Council of Castile with developing a comprehensive domestic reform proposal. The 1619 

consulta produced by this task force (published after Lerma's downfall) contained 

recommendations mainly in line with the thinking of the arbitristas. The consulta called for tax 

cuts, greater integration of the kingdoms, curtailing of expenditures, reduction of the size of the 

Court, agriculture subsidies, repopulation policy, and the reduction in the number of schools and 

religious foundations.139 Nevertheless, due to leadership changes, the attempt for a full-on reform 

would have to wait for the right political opportunity.  

By 1619, Lerma was deeply unpopular. A palace coup to remove him was orchestrated by 

the crown prince's favorite - Gaspar de Guzman, who would eventually become known as the 

Count-Duke of Olivares – with the participation of Lerma's son - Christopher Sandoval, the Duke 

of Uceda. In the short term, Uceda became the new favorite of Phillip III and focused his attention 

on domestic and Court issues. Domestic reform proved slow-moving as Uceda dragged his feet 

out of fear of offending vested interests.140  

While Uceda struggled with attempts at domestic reform, the junta brought on a respected 

elder statesman, Don Baltasar de Zuniga, to handle foreign policy. A veteran of Spanish diplomacy 

and former Spanish ambassador in Brussels, Paris, and Vienna, Zuniga had a vision of Europe 

where peace and order were to be assured by the two wings of the Habsburg family.141 He believed 

Spain's most important relationship was with Vienna and not Paris or Rome, and his support for 

the Austrian Habsburgs was more militant than Lerma's. While Lerma had been willing to assist 

the election of Ferdinand II to the office of the Holy Roman Emperor with money and 

diplomacy,142 Zuniga was willing to back it up with the force of arms. As Bohemia rebelled against 
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the election of the very catholic Ferdinand, Zuniga felt an imperative to restore Spain's reputation 

as the protector of the faith.143  

The primary legacy of the short-lived Uceda-Zuniga government was its foreign policy 

choices, cemented the direction of Spanish strategy for the next half a century. Zuniga convinced 

Phillip III to dispatch the Army of Flanders under Spinola to assist the Emperor in Bohemia 

following the Prague Defenestrations. This action marked the formal entry of Spain into what 

would ultimately become the Thirty Year’s War. Though nobody expected it, this limited 

intervention metastasized into a continent-wide war. Moreover, early successes seemed to justify 

the reasoning for a limited intervention - Spinola’s victories in the Palatinate and the occupation 

of Vallentine improved the security for the Army of Flanders’ logistics lines. Though the security 

of the Spanish Road from Milan to Brussels was improved, the move lit the fuse on the European 

powder keg.  

These early successes in Germany led many Habsburg decision-makers to believe that a 

“good war” against the Dutch was possible and that a few quick successes could improve the 

Spanish position in future negotiations.144 The Twelve-Year Truce with the Dutch was honored in 

Europe but not overseas. The terms of the Twelve-Year Truce were such that they had only 

temporarily slowed the Dutch overseas expansion into areas that the Habsburgs had hitherto 

dominated. Dutch companies focused on establishing bases of operations in the Portuguese sphere 

of influence throughout the truce – in the Spice Island of Molluca in Asia and Brazil in the 

Americas. These developments particularly unnerved Portugal, whose possessions in Brazil and 

India were the primary target of Dutch aggression. The members of the Council of Portugal were 

adamant that the Habsburgs must confront the Dutch.145  

Zuniga felt that a negotiated peace with the Netherlands was inevitable, but he wanted to 

negotiate from a position of strength to avoid damaging Spain's reputacion.146 Since the 

French were preoccupied with domestic problems spawned partly by Louis XIII's refusal to 

challenge the Habsburgs because of his marriage and faith, Spain was in a strong position vis-à-

vis the Seven Provinces.147 The choice was now between a "good war" and a "good peace." 

 
143 For a discussion of Zuniga’s beliefs, see Elliott, 1986, pp.60-63. 
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145 Schwartz, 1991. 
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Zuniga's 1620 memo defined good peace as the Dutch renouncing their sovereignty (even if only 

formally), ending the blockade of Spanish Netherlands (specifically the access to Antwerp by the 

Scheldt River), withdrawing from the Indies and allowing the freedom of worship to Catholics in 

the Dutch Republic.148  

These demands were ambitious – the Dutch were unlikely to accept Spanish sovereignty 

(even in name only) nor withdraw from the Indies as the merchants of Amsterdam were growing 

rich off of the vast opportunities there. Nonetheless, the feverish diplomacy during the winter of 

1620/1621 gave some hope for a last-minute extension of the truce on better terms for Spain.149 

However, on both sides, the pro-war parties saw the resumption of hostilities as an opportunity to 

improve their strategic position in preparation for a final settlement.150 For his part, Zuniga had 

felt that even a marginal improvement of the truce terms would be preferable to a continuation of 

the war.  

In 1621, Phillip III died suddenly at the age of forty-two, which brought his fifteen-year-

old son Phillip IV to the throne.151 The first order of business was a swift and brutal purge of Lerma 

loyalists.152 Next, it was politically necessary to establish the young monarch’s strength, so the 

political show of force was the non-extension of the Twelve-Year Truce with the Dutch Republic 

in 1621. Within two years, and during a period of what was by all accounts a temporary 

government, Spain found itself embroiled in two wars of choice – one to shore up its ally and the 

other to shore up its ruler’s political position in preparation for more ambitious domestic reforms. 

The legacy of these decisions, made with short-term objectives in mind, had long-term 

consequences for Habsburg's power and Spain's future. 

However, all that was in the future. In 1621, Spain was near the peak of its power, and the 

beginning of the new King's reign provided the opportunity to change the policy direction. Within 

a year of Phillip IV's accession, the Habsburg government attempted to implement many domestic 

reforms outlined in the 1619 Junta de Reformacion. With Uceda sidelined, Zuniga initially 

remained the valido. However, the real power behind the throne was now the young King's favorite 
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and Zuniga's nephew - Gaspar de Guzman, the Count of Olivares.153 Within a few months, the 

Zuniga-Olivares government issued several ordinances aimed at implementing the proposals of 

the 1619 Junta de Reformacion. Other initiatives went beyond the 1619 consulta: the establishment 

of a state-owned national banking system, a new national dress code, the closure of bordellos, 

limitations on the imports of foreign manufactures, and the reduction in the size of the municipal 

government.154 The Union of Arms, a project aimed at improving military coordination and 

creating burden sharing among all the realms, was inaugurated. The hope was that the Union would 

create a commonly funded and broadly manned standing Army of some 140,000 troops.155 

Notably, the opinion of the Consejo General was that a successful war provided an excellent 

opportunity to demonstrate the potential of the Union of Arms arrangement.156 

On the foreign policy front, while still seen as weak, France was increasingly at the 

forefront of Olivares' concerns. The Spanish still considered France likely to be consumed by its 

internal divisions and weaknesses. However, that meant it was an opportunity to take out insurance 

against French resurgence by reviving Charles V’s alliance with England. Even though England 

was now a Protestant power, a "Spanish Match" between Infanta Maria Anna, Phillip IV's younger 

sister, and the Prince of Wales was on the table. The negotiations came so far that a surprise visit 

of the English heir to the throne to Madrid occurred in 1623. Despite strong parliamentary 

disapproval, Charles - the Prince of Wales - and Duke of Buckingham - his favorite – both thought 

such a match would assure peace in Europe.157  

By the mid-1620s, the Spanish decision-makers had set the strategic framework for the 

remainder of the century. At its core remained the Madrid – Vienna axis and the close relationship 

with Austrian Habsburgs in support of the Habsburg-led Catholic order. The second pillar focused 

on containing France through broader alliances and continued reliance on  

the norms of the Catholic Church as an inoculation against a Catholic-on-Catholic war. 

The third pillar was a continued effort to minimize Protestant territorial gains and legitimacy. 

Finally, they sought to consolidate and reform the internal affairs of the Empire. This framework 

was rational and based on a well-thought-out analysis. It would not change for thirty years. 

 
153 A son of Phillip II’s Ambassador to Rome, Olivares was educated at the University of Salamanca. His policies are most 
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However, the future hinged on how well the Habsburgs could implement the various strands of 

this agenda.        

3.7. What was the historical outcome of Spanish choices? 

Spain could not hold on to their pre-eminent position in the global system. Tactically, the 

wars in Germany and Netherlands went relatively well for the Habsburgs, but strategic objectives 

remained elusive. The proclaimed goal of restoring Catholicism throughout the Holy Roman 

Empire proved infeasible, and the Dutch provinces held on. Attempts to contain France proved 

unsuccessful, and in 1636 France entered the Thirty Year’s War on the Protestant side. Military 

conflict with France failed to bring about a resolution. At the same time, France under Cardinal 

Richelieu exploited the divisions among Habsburg realms and fostered rebellion in Catalonia and 

Portugal, weakening the Habsburg position.  

Unluckily for the Spanish, financial constraints also increased significantly. Just as the war 

with France began, the imports of silver dropped precipitously. This drop-off in revenue 

compounded the failure of domestic reforms that could have provided additional resources. A well-

publicized defeat against the French at Rocroi in 1643 eroded the image of Habsburg invincibility, 

forcing the Habsburgs to the negotiating table and resulting in the 1648 Peace of Westphalia finally 

ended the Catholic world order and the Wars of Religion in Europe. Unable to prevail in the 

subsequent bouts of war against the French or to recover control over the rebellious Portuguese, 

the Habsburgs admitted defeat. The 1659 Treaty of the Pyrenees began a phase of absolute Spanish 

decline. A series of limited wars and the domestic decline continued to weaken Spain further as 

other European powers jockeyed for position in anticipation of the struggle for succession of feeble 

Charles II. By the 18th century, Spain was on the periphery of European politics as the junior 

partner to ascendant France.  

 Spanish attempt at limited retrenchment at the beginning of the 17th century was a strategic 

failure. Even if it was supposedly no longer in the lead, Spain remained liable for and involved in 

the affairs of the “spun-off” Habsburg Domains. In the case of Austria and the Holy Roman 

Empire, Castile remained involved because of the Peace of Augsburg in 1555. While this treaty 

reaffirmed Habsburg's imperial authority in the Holy Roman Empire, it also sowed the seeds of 

future conflict. The principle of "cuius regio, eius religio” - whose realm, his religion - gave 

freedom of faith to German Protestant princes and their principalities. The  Augsburg peace 
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established Spain as the guarantor of Catholic rights throughout the Holy Roman Empire. 158 They 

were fulfilling this treaty commitment in support of their Austrian ally and dragged Spain into the 

intervention in Bohemia. In Flanders, which was made nominally independent in 1598, the King 

of Spain maintained an Army in the province and its commander, Alberto Spinola, maintained 

secret instructions on what to do in case their policy strayed outside of prescribed norms. As fate 

would have it, both Albert and Isabella passed away without issue around 1621, and Flanders 

reverted to the jurisdiction of the Spanish crown around the same time as the Twelve-Year Truce 

between Spain and the rebel Dutch Republic expired and hostilities resumed.159 

  Spain ended up amid a global conflict – the Thirty Years War. The war in Germany was a 

bloody, brutal quagmire. However, the Habsburg side strung together enough successes 

culminating in the defeat of the Swedish and German Protestant forces at Nordlingen in 1634, 

which forced the war-weary German states to accept the Habsburg offer of peace, leading to the 

1635 Peace of Prague. The victory, however, was phyric - the complete restoration of Catholicism 

throughout the Holy Roman Empire proved impossible, though it is not likely that anyone indeed 

informed expected such a thing. For the Habsburg alliance, the Peace of Prague closed a complex 

second front in the Thirty Years War, allowing them to focus on the Dutch for a moment.160  

 Unlike the maneuver warfare that devastated Germany,161 The Flanders front remained 

relatively static. Many fortifications around cities and strongholds162 Like most generals 

throughout history, the commanding general in Flanders, Alberto Spinola, was convinced that he 

was never adequately funded to crush the Dutch completely. In his estimate, such an endeavor 

would have required an additional 300,000 ducats a month or approximately three and a half 

million a year for two years.163 Such a “surge” was more than twice what Madrid budgeted for 

Flanders at any given time and would have been a challenge to orchestrate, given the ongoing 

fiscal crunch at a time when the flow of silver was at its peak. Once the flow of silver started to 

decline, given that reforms delivered no revenues to replace it, it became impossible. In Spinola’s 
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assessment, the fiscal crunch was partially responsible for the static nature of conflict and the 

inability of the Spanish to take advantage of developments like the successful conquest of Breda.  

As neither side could gain an advantage on the front, they sought opportunities for leverage 

in secondary theaters of war and through indirect approaches: diplomacy, economics, and targeting 

each other's supply lines.164 On the Dutch side, their crucial initiative was to attempt to interdict 

Spanish treasure fleets. Most of the time, this was a failure. Usually, the Dutch pirates could only 

capture stragglers, and the cash belonging to the Habsburg government remained safe in the well-

protected keeps of government galleons sailing in the middle of a well-armed fleet. Only once, in 

1628, the Dutch, under Pieter Heyn, captured most of a Spanish treasure fleet with its cargo; the 

effect was incredible. First, the capture brought in so much money to Amsterdam that the Dutch 

could pay their Army for a decade in addition to providing shareholders of the West Indies 

Company with a 50% dividend on their investment, precisely at a time that the blockade of Dutch 

trade was devastating their finances.165 Second, the loss of the pre-mortgaged silver shipment 

caused the Spanish government to suspend debt payments to its bankers, effectively placing it in 

default.166 In retaliation, the Spanish raided Dutch fisheries in the North Sea and sought to interdict 

coastal trade with England and the Hanseatic cities.167  

Both sides also worked their diplomatic relationships: the Dutch usually plotted with the 

French, while the Spanish tried to bring the English into the war and keep France out of it.168 In 

these efforts, the Habsburg diplomacy was less successful. The 1623 attempt for an alliance with 

the English through the Spanish Match proved unsuccessful. To the great relief of the English 

Parliament, during the negotiations, Habsburgs proved inflexible on matters of religion, 

specifically about the emancipation of England's Catholics, which would not occur for another two 

hundred years until the Emancipation Act of 1829. Olivares, in particular, treated Buckingham, 

his English counterpart, quite poorly while in Madrid, and as a result, England even initiated a 

brief war against Spain. This war went disastrously for England and further polarized the House 

of Commons against Charles, a situation that slowly spiraled out of control until it ultimately led 
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to civil war in 1642 and the demise of the Stuart monarchy in 1649.169 For the rest of the century, 

England assumed a position of neutrality toward Spain in Europe.  

However, much more important was the fact that the Habsburgs could not contain France. 

Spanish diplomacy and the marital alliance established in 1615 successfully kept France out of the 

early rounds of the Thirty Years War. Had the war not lasted thirty years, perhaps that would have 

been enough. France continued to experience domestic strife. On the one hand, was the continued 

challenge of domestic protestants - the Huguenots – but also, there were various scheming Catholic 

nobles of the House of Bourbon's cadet branches who sought advancement assisted by Habsburg 

intrigue and financing. Unsurprisingly, the Habsburgs expected France to collapse under the 

weight of its internal divisions for much of this period. They were also confident that Louis XIII’s 

strict Catholic upbringing prevented him from joining forces with Protestants against Spain.170  

By 1630, however, a part of France's internal strife was resolved with the final defeat of 

the Huguenots at La Rochelle in 1628.171 The new French government under Cardinal Richelieu 

accomplished significant reforms that made it considerably more efficient. The French centralized 

revenues, reformed internal administration, reduced the Government's dependence on vacillating 

nobles, improved its military and naval capabilities, and began to colonize the New World.172 

Skillful institutional maneuvering by French diplomats in Vatican politics, along with robust 

investment in buying the allegiance of a large number of cardinals, enabled France to lay the 

institutional, financial, and diplomatic preconditions for entry into open warfare against Catholic 

Spain as an ally of the Protestant Netherlands while at the same time remaining devoutly 

Catholic.173  

France entered the Thirty Year’s War on the side of the Protestants in 1635. At the same 

time, the war in Germany finally turned in favor of the Habsburgs. Cardinal Richelieu realized that 

the recently signed Peace of Prague was contrary to French interests, as it allowed the Habsburgs 

to concentrate their forces against the Dutch Republic. France declared war against the Holy 

Roman Emperor and, at the same time, against the King of Spain. To their credit, the Habsburgs 
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were ready. They had prepared for a conflict with the French following the proxy conflict fought 

in Mantua in 1628.174  

Once hostilities began, inexperienced French forces suffered severe setbacks. First, their 

troops were surprised by the Spanish technological and tactical prowess in Flanders.175 In 1636, a 

Spanish counterattack resulted in a rapid and deep advance of the Army of Flanders into northern 

France. As advancing Spanish forces crossed the Somme and threatened Paris, the French Court 

prepared to evacuate Paris, and the Richelieu government teetered on the brink.176 For a moment, 

the Spanish seemed to be at the precipice of a quick and decisive victory. However, the audacious 

but under-resourced Army of Flanders could not be sustained deep inside France.177 The moment 

of opportunity to rapidly defeat an underprepared challenger evaporated.  

The outcome of the Thirty Years War hung in the balance for the next few years, but 

Spanish initiatives against France at land or sea failed to make headway. Olivares attempted to 

orchestrate several multi-pronged invasions of France, but the logistical and financial burdens 

proved too much when resources were increasingly scarce.178 Another diplomatic offensive to 

bring England into the war failed, as did the Spanish schemes to create unrest in France and dispose 

of Richelieu. The Army of Flanders was now between the anvil of Dutch fortifications in the North 

and the hammer of eager French armies from the South, who had learned rapidly from their defeats, 

quickly copying and improving upon the tercio system. Cut off from resupply via the exposed 

Spanish Road, the last-ditch Spanish gambit to secure an alternative naval route to Flanders failed 

after the Spanish lost at the Battle of Downs against the Dutch Fleet under Admiral Tromp in 

1639.179  

At a time when additional resources were needed the most, the Habsburg coffers proved 

suddenly empty. The imports of silver into Seville dropped precipitously in the late 1630s and 

1640s.180 Domestic reforms that could have provided additional resources and replaced overseas 

gold had proved unpopular and unimplementable earlier in the century. At every turn, various 

stakeholders opposed Olivares' agenda of domestic reform. Other realms rejected Madrid's 
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attempts at ill-named Castilianization without allowing them greater participation in the Empire's 

affairs. Municipal and bourgeois interests opposed tax reforms that would have redistributed the 

burden away from the poor, and there was a near-universal rejection of banking reform.181 The 

Union of Arms, an Olivares project aimed at improving the military coordination among the 

realms, had disappointing results too. In 1635 and 1636, Valencia provided some five thousand 

soldiers for use in Italy. Aragon, the second largest realm, never provided meaningful military 

forces for use beyond its territory. 182  

The war's turning point came when the French army defeated the Habsburg army on land 

in 1643 at Rocroi. The Spanish tercios held their ground throughout the day and withdrew in good 

order from the battlefield –the local Flemish forces broke and fled in disorder. Nevertheless, as the 

news spread throughout Europe, the defeat was framed as an embarrassment for Spanish power, 

shattering the aura of the tercios’ battlefield prowess that had lasted for a century and a half.183 

Subsequently, French instigation led to a string of rebellions on the Habsburg periphery.184 In the 

1640s, Catalonia, Naples, and Portugal all revolted. In Madrid, Olivares fell. His quiet and efficient 

nephew, Luis de Haro, the Marquis of Carpio, succeeded him as valido. 

Faced with domestic discontent and an empty treasury, Haro immediately sought to bring 

the war to an end. Spain agreed to a peace conference that lasted from 1643 to 1649. These 

negotiations resulted in Madrid granting formal independence to the Seven Provinces of the 

Netherlands in 1648 through the Peace of Munster, while the Holy Roman Emperor finally 

accepted and implemented the terms of the Peace of Augsburg that Charles V had negotiated 

almost a hundred-year prior. The significant change from the Augsburg terms was the inclusion of 

each prince's now infamous right of exclusive sovereignty on his territory.185 Together these two 

treaties are known as the Peace of Westphalia, and they signaled the end of the Spanish-led 

Catholic World Order and a rise of an order based on unlimited sovereignty.186  
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184 See Elliott, 1963, pp.341-360. 
185 Gross, 1948 and Croxton, 1999. 
186 The Peace of Munster is one of three documents we refer to today as the Peace of Westphalia, the other two being the Treaty 
of Osnabruck and the Treaty of Munster. The Peace of Munster is the treaty between the Dutch Republic and the Kingdom of 
Spain. In contrast, the Osnabruck and Munster treaties govern the peace between the Holy Roman Emperor on one side and 
Sweden and France, respectively, on the other. 
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France and Spain could not resolve their differences during the negotiations at Munster. 

Intermittent warfare continued with a long pause driven by the fact that France suddenly found 

itself in a civil war - the Fronde, which lasted from 1649-1653 - an opportunity on which the 

drained and divided Habsburgs failed to capitalize. Now led by Richelieu's protégé, Cardinal 

Mazarin, the French managed to regroup and force the Habsburgs into signing the Treaty of the 

Pyrenees in 1659. Spain ceded portions of the Spanish Flanders and Catalonia north of the 

Pyrenees to France, while Louis XIV wed Phillip IV's eldest daughter Maria Theresa.187 With 

foreign wars settled, Phillip IV attempted to deal with the rebellion in Portugal. However, the 

Portuguese defeated the Spanish expeditions at Ameixial in 1663 and Montes Carlos in 1665.188 

Madrid accepted that Portugal was not recoverable. 189 Shortly after Phillip IV’s 1665 death gave 

the political opening, Portugal gained independence.190 

In a century, Spain and its Empire had gone from being the most crucial subject of 

European politics to the most critical object of its machinations. Phillip IV’s only remaining son 

Charles II was four years old, profoundly inbred, and chronically ill when he succeeded his father 

in 1665. As can be seen in Figure 17, His genome had more overlap than a child whose parents 

were brother and sister, as all of his grandparents were descendants of Joanna and Phillip I. 191 He 

could not sire any children with either of his close cousin wives.192 His mother, Mariana, served 

as regent for the bulk of his reign, but as usual, the real executive power resided in her various 

validos.193 Even then, the Spanish Habsburgs pursued their traditional strategy of further 

interbreeding with their Austrian cousins, hoping the Emperor would continue to protect Spanish 

interests in Italy and the Netherlands.194 At the same time, expecting the sickly Charles II to die 

 
187 See Rule, 1999, pp.43 and Eliott, 1963, pp.355-356. 
188 As a condition of marriage, she was expected to forfeit her claim to the Spanish inheritance in exchange for a dowry of a 
million ducats. Despite Haro's best efforts to keep the fiscal house in order, Spain faced another default in 1660. Haro died the 
following year, and nobody made the dowry payment. Its absence set the stage for further French claims on Spanish territory and, 
ultimately, the throne of Spain. See Davies, 1957, pp. 72. 
189 See Davies, 1957, pp. 67-71. 
190 Davies, 1957, pp.110. 
191 For a discussion of Charles II, see Alvarez, Ceballos, and Quinteiro, 2009. 
192Given the level of inbreeding, any number of explanations are plausible. See Garcia-Escudero Lopez, Echevarria, Padilla 
Nieva and Puig Giro, 2009, Alvarez, Quinteiro and Ceballos, 2011. 
193 The first one was Johannes Nithard, the young queen's German confessor, who saw his first task as getting Spain out of as 
many foreign entanglements as possible. The two diplomatic defeats against Portugal and France were a political death knell for 
Nithard. The next valido was Fernando de Valenzuela, who in turn would be removed from power by a coup led by John the 
Younger, Phillip IV's illegitimate son who took over the role of the valido but died shortly after that in a suspected poisoning. For 
the remainder of Charles II's tenure, he was frequently ill even though he was legally an adult and in charge of the government. A 
parade of nobles would hold various levels of influence over the King: Geronimo de Eguia, Juan Francisco de la Cerda, the Duke 
of Medinaceli, Francisco de Toledo, the Count of Oropesa, and the Count of Melgar.  
194 See discussion of the match in Langdon-Davies, 1963. 
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soon, Louis XIV negotiated a secret protocol with the Austrian Habsburg Emperor about dividing 

Spanish possessions after Charles’ death.195  

 
Figure 17 - The Family Tree of the Spanish Habsburg  

SOURCE: Alvarez, Ceballos, Quinteiro, 2009. 

 

Now more afraid of France than of Spain, a Protestant Triple Alliance between the Dutch, 

English, and Swedes stepped in to prevent Louis XIV’s expansion. This core alliance expanded 

into the “Grand Alliance” with the inclusion of Austria – notably, the once mighty Spain was just 

an observer of European politics. For the entirety of the subsequent Nine-Year War, Spain could 

not muster any offensive operations while Dutch and French forces fought each other across 

Spanish territory in Flanders. 196 Even then, the devoutly Catholic Spaniards refused to coordinate 

and fight alongside Protestant armies defending Spain’s possessions. 197 For the rest of the century, 

 
195 For partition treaties, see Saint-Leger, 1908 Shennan 1986 and Davies, 1957, pp. 111 – pp.115. 
196 See Rowen, 1954. 
197 See Clark, 1970. 



65 

through a series of short-term peace treaties, Spain gave up further territory to Louis XIV's France 

- parts of Catalonia, Franche Comte, and the southern half of the Spanish Netherlands.198 In 

Madrid, these defeats led to a series of bloodless military coups or pronounciementos.199 By 

the end of the century, the central political question in Europe was Charles II's feebleness and lack 

of direct successors.200 

Upon Charles II's death in 1700, the War of the Spanish Succession broke out across 

Europe and Spain. With France on one side and Austria and its German, Dutch and English allies 

on the other, the war divided Europe for the next fourteen years. It also divided Spain into a bloody 

civil war, with Castile endorsing the French Bourbon claim while Aragon endorsed the Austrian 

claim.201 At the war's end, the French Bourbon claimant, Louis XIV's younger grandson, ascended 

the throne of Spain and its overseas possessions. Austria inherited all other Habsburg European 

possessions outside the Iberian Peninsula - including the former Spanish Netherlands and the 

Habsburg lands in Northern and Southern Italy.202 Spain was now finally rid of her European 

entanglements and in a position that Olivares had begun to aspire toward near the end of term as 

valido - Spain on a compact territory, ruling over a vast overseas empire and vigorously exploiting 

the new world resources.203 Remarkably there were even brand new findings of silver in Mexico 

at this time.204 

Subsequent generations of Bourbon rulers finally implemented the reforms of the 1619 

Junta de Reformacion, turning Spain into a unified modern nation, albeit relegated to the status of 

a second-rate power on the periphery of European politics.205 Government reforms echoed the 

 
198 See Hatton, 1980. 
 See Savelle, 1939. 
199 Pronunciamento is a peculiarly Spanish military coup that translates into a vote of no confidence in the government by the 
military. Frequently, the coup is bloodless, and the outcome is exile by the party that loses – often, this is a rather pleasant exile, 
as in the case of Nithard, who became the Spanish Ambassador to Rome. The practice, however, has spread through the Spanish 
world. Mexico, in particular, has had more than 120 pronunciamentos since its independence from Spain. For a description of this 
pronunciamento, see Elliott, 1963, pp. 365. Luttwak, 1969 discusses this concept in further detail. A complete list of Mexican 
pronunciamentos between 1812-1940 is available in Gonzalez, 1998. 
200 Based on feudal inheritance rules, the two available options were a French succession and an Austrian succession. Both sides 
traced their claim through the offspring of the two daughters of Phillip IV from his first marriage with a French princess. One had 
married the French King, and the other the Austrian Emperor. Genealogically, the French claim was more substantial and 
strengthened through the last will and testament of Charles II. However, European monarchs feared honoring those claims would 
lead to a unification of French and Spanish monarchies under a single king. See Roosen, 1987 and Thomson, 1954. 
201 See Kamen,1969. 
202 For an in-depth discussion of the War of Spanish Succession and the Treaty of Utrecht and its implications, see Gerard, 1885. 
203 See Elliott, 1986, pp. 491. 
204 Brading, 1970 and Flynn and Giraldez, 2002. 
205 The Nueva Planta decrees promulgated between 1707 and 1717 created a single nation-state by expanding Castile's legal 
framework over Catalonia and Aragon. They also opened access to the New World to all citizens of the Spanish monarchy as 
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contemporary centralized French model:  they abolished the various councils, replaced them with 

executive departments, and weakened the Inquisition.206 Phillip V and later Charles III brought 

Spain into a close alliance with Bourbon France through the Pacte de Famillie treaties. 

Spain fought alongside France throughout the 18th century207 but confined its influence to the 

Mediterranean and the Americas.208 By the end of the 18th century, Spain had lost its global 

leadership and had no voice in broader European affairs. 

 
opposed to it being a sole Castilian privilege, liberalized trade in the New World, and abolished internal customs between former 
realms. See Dedieu, 2000. 
206 However, implementation was slow and fraught with corruption. It was not until the mid-century that the government of 
Ferdinand VI implemented tax reform, which created a modern method of financing the country. See Paquette, 2008; Rodriguez 
Villa, 1878 and Callahan, 1984. 
207 See Sulange-Bodin, 1894 and Defourneaux, 1971. 
208 For a description of Franco-Spanish operations and policy in the Americas, see Renaut, 1922. 
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4. IMPERIAL BRITAIN 

Britain emerged as an undisputed global leader in 1815 following a one-hundred-and-fifty-

year struggle against France, a victory that came at a high cost. After the Congress of Vienna, 

Britain emerged as the offshore balancer within the Congressional system of European affairs – 

the Concert of Europe. Due to the global reach of European colonial empires, Britain’s leading 

role extended far beyond the continent. The first mover in the industrial revolution, as late as 1860, 

Britain was still responsible for half the world’s industrial potential with less than two percent of 

the global population. While Britain faced several waves of regional challenges during the 19th 

century, by the end of it, the world had caught up to Britain’s early lead in industrial and economic 

development. A fundamental long-term challenge for British global leadership emerged – the 

United States and Russia were far larger than metropolitan Britain, and catching up in industrial 

development would grow into powers of an entirely different caliber than Britain had faced in the 

past. To match their power, Britain would have had to stitch a united identity for its Empire, a task 

made impossible by increasing centrifugal forces as Anglo-majority colonies gained self-

government and subjugated peoples grew restless.  

Internal doubts over Britain’s long-term ability to maintain a leading position in the world 

were already salient in the 1840s. They centered on the continued high nominal public debt and 

continued fiscal austerity. Ruled by the rowdy House of Commons, effective governance within 

the British government system depended on the skill of the prime minister elected by small but 

ever-increasing suffrage. At the height of British power, these men were primarily interested in 

keeping their economy growing and their markets expanding. They perceived themselves as 

already in a position of an advantage. They pursued and valued stability.  

In pursuit of stability and market access, Britain did not have a manifest grand strategy but 

instead largely lumbered along from managing one crisis to the next. As Britain’s policy challenge 

was one of unprecedented complexity until then, and its internal capacities were reasonably modest 

by modern standards, this is understandable. Britain conducted its policy on four levels – global, 

continental, imperial, and domestic – and actions in one domain frequently impacted the others. 

All four of these policy areas reached a pivot point at the turn of the 20th century. Decisions at this 
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stage shaped Britain's options for the rest of the century. In a few short years, Britain established 

an accommodation with the United States, allied with Japan, joined the European system of 

alliances, dispelled any potential of greater integration of its Empire through an Imperial 

Federation, and instead implemented a domestic welfare state.  

The network of alliances turned Europe into a ticking time bomb that ultimately went off 

in 1914, starting World War I. The Great War would prove devastating to Britain’s power and 

influence. Russia and America isolated themselves, one by civil war and bolshevism and the other 

by its politics, and Britain’s decline was not immediately apparent. A global depression and, 

ultimately, the Second World War laid bare Britain's weakness and showed the world that it was 

no longer the leading global power. The Empire still stood at the end of World War II, but Britain 

was broke, tired, and divided. In the subsequent decades, it orchestrated an orderly dismantling of 

the Empire and emerged as the closest ally of the new dominant power – the United States. 

 

4.1. How did Britain come to a dominant role? 

England, and later Great Britain, began accumulating a global Empire in the early 1600s. 

During empire building, Britain fought a one-hundred-and-fifty-year struggle against France, a 

contest that played out both in Europe and the colonies. The victory came at a high cost to Britain, 

as the Coalition prevailed over Napoleon in 1815. The Congress of Vienna created a collaborative 

system of international relations designed to keep France, considered at that moment to be the 

most significant threat to peace, in check. Congress sought to reduce the chance that the victorious 

allies would go to war with one another by instilling a norm that changes in the territorial 

settlement should be approved by the Great Powers. This norm evolved the world from the 

anarchic years of the Westphalian system toward a more consultative world. With the fiscal 

constraint, the consultative system was a cornerstone of British strategy in the 19th century.  

Britain built its Empire on the ruins of prior empire-builders: the Dutch in North and South 

America, South Africa, and Malaysia; the French in North America; and the Portuguese in India. 

At times these hostile takeovers of other great power holdings were combined with an independent 

English effort to colonize significant parts of Africa, North America, and Australia. England began 

settling the North American continent sustainably following the peace treaty with Spain in 1604, 
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with Jamestown established as the first permanent colony in Virginia in 1607.1 British colonization 

policy was initially executed through chartered corporations, though these charters eventually 

became dominions in North America.2 Supporting these growing colonies and supplying them 

with slave labor from Africa required establishing a series of outposts on the west coast of Africa 

and in the Caribbean, expanding Britain’s presence in the Atlantic.3 A trading rivalry with the 

Dutch generated a slew of British bases and trading posts throughout East Asia. In India, Britain’s 

chartered corporation (the British East India Company) engaged in a struggle for influence and 

access to the subcontinent against France and Portugal.4  

The rise of the British Empire was not without setbacks. In 1776, thirteen North American 

colonies rebelled, with the proximal cause being mercantilist British tariff policy and a lack of 

representation in Westminster.5 With assistance from France and Spain, the Americans 

successfully fought a war of independence. The loss of these colonies was a significant setback to 

British imperialism, but its impact on England’s prosperity was limited. Trade with America 

resumed following the Treaty of Versailles, and a formal commercial agreement followed within 

a decade.6  

In addition to its colonization, exploitation, and exploration efforts, the enduring conflict 

against France defined Britain's 18th century. Sometimes described as the "Second Hundred Years 

War," these wars ranged from open, global conflict to extended proxy wars. 7 Napoleonic Wars 

(1803-1815) culminated this competition, and Britain emerged as the definitive victor. During 

these wars, Britain successfully protected itself from invasion, maintained global naval supremacy, 

served as the financial backer, and manufactured an arsenal for the rotating cast of the Continental 

powers joined in an anti-French coalition.8 These wars transformed international relations, but the 

British paid dearly to prevail.9 While the continental participants suffered the bulk of the human 

 
1 See the previous chapter's discussion of the Treaty of London negotiations between the Spanish Habsburgs during the Lerma 
Administration and the  
2 See James, 1997. 
3 For a discussion of the Slave trade, see Manning, 1990. 
4 See Irwin, 1991 and Chaudry, 2006. 
5 For more discussion on the causes of the American revolution, see Anderson, 2006.  
6 For a discussion of the British colonial policy in the aftermath of the American Revolution, see Manning, 1966 and for a 
discussion of the Anglo-American relations from the perspective of Britain, see For a discussion of policy regarding the 
American policy in the aftermath, see Ward and Gooch, 2011, pp. 149-156. 
7 For a discussion of this concept and the history of Anglo-French competition in the 18th century, see Meyer and Bromley, 1980. 
8 See discussion of the British role in Buffington, 1929. 
9 See Rasler and Thompson, 1985 and Bordo and White, 1991. 
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cost,10 the British treasury bore the burden of significant financial, logistical, and naval support to 

Continental allies.11 However, the war spending created a sustained stimulus for the developing 

industrial economy, and England became the world’s largest manufacturer of weapons – e.g., iron 

production rose six-fold between 1788 and 1811.12 Moreover, the British banking sector expanded 

to meet the demand from industry and allies.13  

After the Allied victory over Napoleon, Britain was instrumental in creating an 

international consultative system to keep France in check and minimize the chance of a conflict 

among the Allies. Unlike most of the other attendants at the Congress of Vienna who came seeking 

territorial settlements, British demands for territorial concessions in Continental Europe were quite 

limited.14 Four figures stood out at a year-long peace conference in Vienna otherwise filled with 

scheming, tomfoolery, and tawdriness: Castlereagh, Metternich, Alexander, and Talleyrand.15 

Viscount Castlereagh, the British Foreign Secretary, sought to surround France with strong enough 

states that it would keep it adequately contained while establishing some guarantee that other allies 

would maintain stability elsewhere on the continent. Prince Metternich of Austria sought to protect 

the fragility of Austria's multi-ethnic, absolutist Empire. The young Emperor Alexander of Russia 

saw himself on a holy mission to expand Christendom and prevent future liberal revolutions. 

Finally, Prince Talleyrand of France sought to ensure France’s place in the new order as one of the 

great powers of Europe.16 The Allies signed the final act of Congress a few days before the Battle 

of Waterloo. Napoleon's brief return from Elba and the 100-day resurrection of the French Empire 

did little to affect the negotiations. However, the final battle was one of the rare ground 

engagements fought by the Royal Army. Wellington's victory created a heroic national narrative 

as the defeat of France was ultimately sealed by British blood. 

The consultative system of international relations established in Vienna had two objectives. 

The first objective was to sustain a continental alliance designed to keep France, considered at that 

moment to be the most significant threat to peace, in check. This objective was achieved by 

 
10Somewhere between two and a half million military and one million civilians died in Europe between 1803 and 1815. See a 
discussion of the human cost of these wars in Bell, 2008. 
11  Britain's significant engagements included the peninsular campaign in Portugal and Spain between 1808 and 1813 and then 
again in Flanders in 1815 when the British fought as part of a broader Allied force against Napoleon during his one-hundred-day 
resurgence. See Dickinson, 1989; Muir, 1996 and Gates, 2011.  
12 See a discussion of the impact of wars on the British economy in O'Brien, 1989. 
13 See Kennedy, 1989, pp. 130 and chapter one of Clapham, 1945. 
14 British territorial appetites were satisfied mainly by keeping some of the overseas possessions of the Netherlands, Spain, and 
France that Britain had occupied during the war. See Chapman, 1998, pp. 50-53. 
15 For a description of the social dynamics of peacemaking, see King, 2009.  
16 For a description of the personalities and political interests, see Kissinger, 1973. 
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reducing France to its pre-1791 size and placing ascendant "Middle Powers" as a buffer around 

her borders – Prussia stood on the Rhine, the Netherlands watched over Flanders, and Piedmont 

rose to prominence in Italy. Importantly the Holy Roman Empire was not resurrected, and Austria 

and Prussia came to dominate the new German Confederation. The post-Vienna map of Europe 

can be seen in Figure 18.   

 
Figure 18 - Europe after the Congress of Vienna 

SOURCE: World Maps Online 

 

The second and perhaps more important element of the settlement was an unprecedented 

agreement by which any significant territorial changes would have to be approved by an agreement 

of the Great Powers.17These norms were an important change in norms of the world order, which 

had prevailed since Westphalia, exchanging a measure of non-great power sovereignty for a more 

consultative dispute resolution mechanism among the great powers. In Britain, the imposition of 

such a norm played well in the House of Commons. Britain had found a way to avoid expensive 

 
17 For a discussion of the importance of this norm and the relative British position in negotiations at Vienna, see Kissinger, 1964. 
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continental entanglements in the years to come.18Such avoidance was of great interest to the MPs, 

as Britain was the leading economic power and benefited most from stability.19 As the go-to 

mediator, Britain emerged as the offshore balancer in this status quo system of international 

relations.20 

The cost of fighting France in the 17th century had been high even before Napoleon came 

onto the scene. The French revolution had changed the nature of warfare - the mass conscription 

made it a much more enormous and more expensive undertaking. If we look at the amount of 

money Britain spent in the 25 years after the French revolution - effectively fighting to return the 

Bourbons to power - it is almost equal to the amount spent attempting to defeat them throughout 

the 18th century. By 1815 British debt was estimated at 250% of GDP. The debt was twenty-five 

times the national government expenditure, which amounted to some 10% of GDP. The growth of 

the debt burden is in Figure 19. Even though Britain emerged as the world’s leading power, it was 

starting its leadership deeply in debt, and its decision-makers were motivated to avoid fighting a 

conflict of such scale again.  

 
Figure 19 – Growth of British Debt in the 18th century 

SOURCE: Drelichman and Voth, 2008 

 
18 For a discussion of British aims, see Chapman, 1998, pp. 20-22. 
19 For a discussion of the Concert of Europe, see Albrecht-Carrié, 1968, and Holbrad, 1971. For an evolution of the congressional 
system that initially implemented the Concert of Europe, see Chapman, 1998, pp. 60-53. 
20 See Albrecht-Carrie, 1968 and Lowe, 1990. 
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4.2. What were the sources of British power? 

In the 19th century, Britain stood atop a growing global empire that extended further than 

any of its European peers. Enjoying a powerful navy with a global network of bases, Britain could 

project its power much more quickly than any potential challenger, a position it would enjoy 

throughout the century. Britain also served as an arbiter and offshore balancer in European affairs, 

a role that quickly grew global as European colonial empires extended further beyond the 

continent. As the first mover in the industrial revolution, starting in the 1780s, Britain's industry 

was far ahead of its peers by the time of the Congress of Vienna. Even as late as 1860, Britain was 

still responsible for half the world's industrial potential with less than two percent of the 

population. Moreover, England underwent a spate of social revolutions in the 17th and early 18th 

centuries, producing a relatively pluralistic and stable political system. As a result, throughout the 

19th century, Britain was a paragon of stability while Europe bathed in a sea of popular revolutions 

and wars of national unification.  

The British colonial Empire was the largest in the world. Victories in 18th-century wars 

with France and Spain gave Britain sovereignty over new lands in North America and control over 

various strategically important bases, such as Gibraltar. During Napoleonic Wars, Britain also 

occupied numerous Dutch and French possessions and had its control over them formally 

recognized at the Congress of Vienna in 1815.21 Over the 19th century, Britain expanded and 

consolidated its possessions in India and Africa and came to rule over an Empire on which the sun 

never set, as seen in Figure 20. 22 This Empire provided privileged access to its resources, and the 

prestige formed a critical foundation of British global and continental power.  

 

 
21 See discussion in Chapman, 1998, pp. 50-53. 
22 For a discussion of these acquisitions, see Headrick, 1978 and Stone, 1994. 
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Figure 20 – British trade routes and overseas naval bases 

SOURCE: Pearson, 2012 

British naval power was unmatched, enabled by a network of global bases and control over 

crucial choke points and thoroughfares. Following Nelson’s victory over the combined Franco-

Spanish fleet at Trafalgar in 1805, the Royal Navy had no peers. Despite a post-war reduction in 

numbers, it remained larger for most of the 19th century than the next four navies combined.23 As 

tariffs were a key source of revenue for governments worldwide, British control of the seas 

provided its decision-makers with the capability to impact the economic and fiscal livelihood of 

potential adversaries quickly and adversely by implementing a blockade. The presence of the 

Royal Navy's squadrons was often a sufficient implicit threat to change the discourse on land.24 

On the flip side, British naval dominance and geographic position minimized the ability of other 

European powers to project influence beyond the continent. At the same time, the Royal Navy was 

large enough to sustain numerous squadrons patrolling the far-flung parts of the world.25 The 

global network of bases enabled the Royal Navy to respond rapidly to crises worldwide. Its patrols 

ensured the security of international commons while controlling critical choke points and 

 
23 For the Royal Navy histories, see Kemp, 1969; Kennedy, 1989; Clowes and Markham, 1996; Hill and Ranft, 2002. 
24 See Viner, 1948 and Howard, 1964 for the impact of the Royal Navy on international affairs. 
25 For more on the Royal Navy's role in British international affairs, see Kennedy and Keating, 1976. 
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thoroughfares – Gibraltar, Suez, Malta, Malacca, Cape, Falklands, and the Caribbean.26 This 

ability to project force gave Britain a tremendous tool to affect international events. 

After the Congress of Vienna, Britain held the role of an offshore balancer within European 

diplomatic affairs, which extended far beyond the continent due to the global reach of European 

colonial empires. The British government maintained an active involvement in European affairs 

in the early years after the Congress of Vienna, through this level of activity persisted while 

Castlereagh was foreign minister. After his suicide in 1822, George Canning became prime 

minister, and Britain’s strategic focus became increasingly global. At the same time, Britain's lack 

of territorial ambition in Europe made it a go-to mediator for other continental powers. Britain was 

a qualitatively different power compared to the rest of its European peers.27  

British arbitration happened throughout key European policy challenges 19th century. One 

example was the "Eastern question" of the Ottoman Empire's future. It came to the fore as 

nationalistic revolutions sprung up throughout the continent and eventually spread to the 

subjugated peoples of the Balkans.28Tensions rose in a region where the interests of Austria, 

Russia, and France overlapped. Rather than other great powers, the independence movements of 

the local peoples were the primary catalysts of such crises  – Greeks, Serbs, Bulgarians, 

Montenegrins, and Bosnians rebelled frequently as their leaders sought to fill the vacuum left 

behind the collapsing authority of the Porte. Later experience would demonstrate that the Balkans 

were a powder keg as Great Powers backed local proxies. On several occasions, Britain’s ability 

to convene a great power summit helped diffuse growing tensions. While such summits were 

almost annual following the Congress of Vienna in the early years, they tapered off after the 1832 

conference in London. Britain did not exercise its convening power often. Even as late as 1912, 

Britain could bring together the powers with a belief in a relatively evenhanded outcome. By 

contrast, Germany's attempts to engineer a similar compromise agreement between Russia and 

Austria-Hungary in 1909 failed due to perceptions of bias.29 

 
26 By comparison, the Royal Army remained relatively small, although highly professional, throughout the century. Before World 
War I, only at the height of the Napoleonic Wars did the Royal Army match the size of the Royal Navy when they each had 
around 250,000 men.   
27 Canning and Castlereagh intensely disliked one another to the point of fighting a duel in 1809 over the British Peninsular 
Campaign when Canning was Foreign Secretary and Castlereagh War Secretary. Forced to resign after the spectacle, both men 
would serve as Foreign Secretaries again in the years to come. 
28 See Anderson, 1966; Webster, 1969; and Albrecht-Carrie, 1973 for a longitudinal description of British policy in this period. 
29. For a discussion of the Balkans and the great power policy surrounding them, see Hall, 2000; for Anglo-German relations, see 
Lynn-Jones, 1986. 
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In addition to its fleets, colonies, and diplomacy, the actual engine of British power in the 

19th century was its domestic economy's strength and technological and industrial superiority over 

potential challengers. With less than two percent of the world’s population, in 1815, Britain was 

responsible for approximately half of the global coal and iron production. British cotton mills 

converted about half of the world’s cotton crop into textiles.30 As late as 1860, Britain was still 

responsible for one-fifth of total global commerce and two-fifths of trade in manufactured goods.31 

British diplomacy actively encouraged a more open global trade regime. During George Canning’s 

Prime Ministership, Britain used its economic, naval, and diplomatic influence to secure the 

recognition of independence for Spanish and Portuguese colonies in the Americas to open them to 

British trade and sparked the establishment of the Monroe Doctrine in the United States.  

The story of the Monroe Doctrine incident provides an excellent example of how Britain 

exercised its newfound global power. Britain initially offered Portugal trade inducements to 

recognize the independence of Brazil while simultaneously being threatened with a blockade if it 

did not. To prevent any other European power's design on re-colonization of the American 

continent, Canning proposed a joint statement to U.S. President Monroe that Britain and the United 

States would guarantee the non-interference of external powers in Latin American affairs. 

However, the post-war of 1812 Anglophobia in the United States resulted in the Monroe Doctrine, 

a unilateral statement by the United States rather than a joint statement with Britain. While the 

Monroe Doctrine was a turning point in American foreign policy, the Royal Navy enforced its 

provisions for most of the 19th century.32 The perception and substance of an issue in global 

politics could vary as they do now. 

British economy also benefited from its sizeable overseas Empire and preferential access 

to its resources and markets. Britain's domestic manufacturing base produced low-cost consumer 

goods for export to markets where its manufacturers had large guaranteed markets to supply with 

preferential access rules- India, large parts of Africa, and Australia.33 British manufacturing grew 

dominant. Starting in the 1840s, Britain could afford to establish and maintain a zero import tariff 

for metropolitan Britain even as other nations imposed high import tariffs to protect their nascent 

 
30 Kennedy, 1989, pp. 151 
31 See Williams and Williams, 1972.  
32 For a balanced discussion of the Monroe Doctrine and Britain, see Gilderhus, 2006. For a broader discussion of British policy 
toward Latin America, see Miller, 2014. 
33 See Cain and Hopkins, 1980 for a description of the political economy surrounding British commercial diplomacy. 
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markets against cheaper and often higher-quality British imports. As late as 1913, the average trade 

tariff in Britain remained at zero. For comparison, in Germany, import tariffs were set at thirteen 

percent; in France, they were twenty percent or higher; forty-four percent in the United States; and 

eighty-four percent in Russia.34 By 1870, London was also the center of international finance and 

the source of forty-three percent of global foreign investment financing. Such financial prowess 

resulted in a tremendous windfall for British investors, who earned an estimated fifty million 

pounds a year or nearly 5% of GDP from their foreign investments.35 Before the First World War, 

the pound’s role as the global reserve currency drove London's global financial role.36 These 

various economic advantages gave the British decision-makers an unprecedented range of 

economic options for conducting a foreign policy. 

Throughout the 19th century, England benefited from greater political stability than the 

rest of the world. As a result of a stable domestic political consensus established by revolutions in 

the 17th and early 18th centuries these struggles, Britain managed to avoid the political upheavals 

and bourgeois revolutions that defined the late 18th and 19th century period in Europe.37 The 

roots of this consensus go back to the signing of the Magna Carta in 1215. Its evolution continued 

with the 17th-century English Civil War between the King and the Parliament. It extended to the 

Glorious Revolution of 1688 and the Act of Settlement in 1701.38 By the 19th century, however, 

Britain had evolved into a system of parliamentary government that almost wholly excluded the 

sovereign from crucial decision-making.39 While British parliamentary politics were quite 

dynamic, the political system was stable, and its participants did not consider going outside it to 

seek representation. By extension, Britain was a paragon of stability throughout the 19th century, 

during which Europe and the world bathed in a sea of popular revolutions and wars of national 

unification. 

 
34 See Bairoch, 1989, p. 139. It is also important to note that at this time, revenue collection in many countries was very 
dependent on the income from trade tariffs rather than internal direct or indirect taxes – this created a further motivation for their 
imposition in addition to protectionism. 
35 See Mitchell, 1971 for British foreign direct investment data in this period; see Baldwin and Martin, 1999 for a perspective on 
the first round of globalization and the role of British FDI. For British GDP around this time, see Mitchell, 1988.  
36 For a history of the role of the sterling as a reserve currency, see Mundell, 2000 and Eichengreen, 2005 
37 See Hawgood, 1960. 
38 For a discussion of the legacy of the Magna Carta, see the discussion by Holt, 1972; Regarding the effects of the English Civil 
War, see Morrill, 1991; For a discussion of the Glorious Revolution, see the volume edited by Israel, 2003, particularly the piece 
by Blair Worden starting on pp. 240; For the Act of Settlement see Tarkow, 1943. 
39 See Sartori, 1962, for a description of British constitutionalism's evolution and the sovereign's diminishing role. Nevertheless, 
monarchs did retain some influence over foreign policy in the 19th century – see discussion in Hardie, 1963.  
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4.3. Where did British challenges come from?  

Britain faced several challenges during its long reign in a global leadership position. Early 

on, London was primarily concerned about the reemergence of a Napoleon-style challenger. In 

addition to playing an outsized role in Europe, Russia expanded into Central Asia and became the 

only European power Britain became concerned about containing its rise. Liberal revolutions 

swept Europe and transformed the map of the continent by unleashing a wave of national 

unification and an end to the Congressional system. Out of this upheaval, a new multipolar system 

emerged, bringing instability as new powers sought to establish their prestige and influence in 

Europe and beyond. This process created flashpoints across Europe and the world that threatened 

to ignite a serious conflagration. Globally the onset of challenges was slower as the global power 

balance grew less Europe-centric. Newly independent, great industrialized powers emerged in 

Japan, Brazil, and the United States. As the world caught up to Britain’s early lead in industrial 

and economic development, a fundamental long-term challenge for British leadership crystallized. 

The United States and Russia were far larger than metropolitan Britain, and by catching up in 

industrial development, they would grow into powers of a greater caliber than Britain had faced in 

the past. To match these newly rising powers, Britain had to reform. Most importantly, Britain had 

to consolidate its Empire, which faced growing centrifugal forces as Anglo-majority colonies 

gained self-government, and subjugated peoples grew restless.  

In the immediate aftermath of the Congress of Vienna, the focus of British foreign policy 

in Europe was to maintain a favorable balance of power and prevent the emergence of another 

Napoleon-like challenger. Potential continental challengers were still focused on recovering their 

economies and societies from the impact of the Napoleonic Wars and had little appetite to confront 

British leadership directly. As a result, the issues British foreign policy faced had to deal with 

initially were mainly of a limited scope and regional nature. For example, four great power 

congresses held between 1818 and 1821 focused on managing Ottoman decline. The salience of 

the “Eastern Question” was brought to the fore by the Greek Revolt and then further driven by the 

competition between Austria and Russia for influence in the post-Ottoman space.40 Even though 

these issues were successfully “managed” at the time by the consultative system of great power 

congresses, they remained unresolved and would reemerge once Europe re-polarized. An example 

 
40 See Larsen, 2013 and Elrod, 1976. 
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of this approach to crisis management was Britain’s engineering of Belgium’s neutrality following 

the 1830 revolution there. At the time, the assumption was that a guarantee of Belgian neutrality 

would successfully create a buffer state between the Netherlands, France, and Prussia and reduce 

the likelihood of these powers going to war. Britain guaranteed Belgian neutrality through the 

1839 Treaty of London. Ironically this guarantee served as the proximate cause of British entry 

into World War I.41 However, the impossible counterfactuals are whether and for how long that 

guarantee delayed the Franco-German war and whether that delay resulted in a more destructive 

war later on. 

However, as weak as it was, the Congressional system ended as the liberal revolutions of 

1848 swept across Europe and transformed the map of the continent by unleashing a wave of 

national unifications. Even before the 1848 revolutionary wave, continental powers started to 

recover and became more assertive in their foreign policy, and as a result, the consultative process 

became more difficult. Nevertheless, vestiges of the Congressional System remained the primary 

dispute-resolution mechanism among great powers. Established initially by the terms of Article 

VI of the wartime "Quadruple Alliance," the consultative system pledged the powers "to renew 

their meetings at fixed periods, either under the immediate auspices of the Sovereigns themselves, 

or by their respective ministers, to consult upon their common interests, and for the consideration 

of the measures which at each of those periods shall be considered the most salutary tor the repose 

and prosperity of Nations, and for the maintenance of the Peace of Europe.”42 From a British 

perspective, dispute resolution was the primary raison d'etre of the Congressional System and why 

it continued to engage in the post-war summits.43 However, the other participants saw the 

consultative aspects as secondary to the "Holy Alliance" – a side arrangement between several 

victorious continental powers on cooperation to protect traditional social values and monarchism 

in Europe.  

Britain, for its part, saw the Holy Alliance as a guarantee for absolutism in Europe and 

largely ignored it, not wanting to be the policeman of Europe.44 On the other side, Austria and 

Bourbon France were the primary advocates of the Holy Alliance. They saw it necessary to 

 
41 See Richardson 1999 and Rendall 2007 for the London Conference, and Tobin 1934 for the Treaty of London. 
42 For the text of the treaty, see Gibler, 2008, pp. 123. 
43 See Schroeder, 1986 and Rendall, 2000. 
44 Britain refused to be a part of the Holy Alliance and serve. For a discussion See, Temperley, 1925; Webster 1925, and 
Temperley and Penson, 1966. 
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continue the Bourbon rule over France and Habsburg rule over its multi-national Empire.45 This 

difference was understandable as Britain had experienced the struggle against Napoleon as another 

battle in its contest with France. However, its continental allies, particularly their ruling 

aristocracy, experienced those events as an existential challenge to their rule and way of life. The 

decapitation of French Aristocracy during the French revolutionary zeal was the first shock to the 

system, putting aristocrats across Europe on notice. However, Napoleon came to be seen as a one-

man embodiment of the revolution as he took it outside France's borders. In the wake of his 

victories, Napoleon toppled dynasties, often replacing them with members of the Bonaparte family 

or his corps of Maréchals de France, and changing local laws and power structures. Preventing a 

repeat of either internal or externally imposed change was essential to continental aristocratic 

leaders. However, they saw the threat of an internal uprising against their rule as much more 

severe. As a result, the Holy Alliance was an agreement by the autocrats, as a group, that they 

would intervene on "all occasions and in all places, lend each other aid and assistance” where 

aristocratic rule and “Religion, Justice, Peace” were threatened.46    

The Holy Alliance melted away as Europe turned away from autocracy, but the nascent 

dispute resolution mechanism went out with the bathwater. Despite Russian Emperor Alexander's 

initial enthusiasm for ecumenical unity, Russia’s aggressive pursuit of the “Eastern Question” 

continually created persistent discord among two of the core absolutist powers of the Holy Alliance 

– Austria-Hungary and Russia. After Alexander III's death, the Alliance largely ceased to be a 

factor. However, Austria would invoke it in 1848 as Hungary was in open rebellion, and the 

Austrians needed Russian help to maintain order.47 As the liberal revolutions swept across Europe, 

the incentive for continental powers to continue their Holy Alliance disappeared, setting the stage 

for a more adversarial relationship among the former continental allies.48 With more stability in 

domestic politics, the decision-makers no longer depended on each other to maintain an absolutist 

order, and there was less incentive to consult. Likely, the decline in comity among the continental 

powers and the receding threat of Jacobin-like uprising was more central to the decline of the 

 
45 For a description of French foreign policy and domestic politics of this period, see Knapton, 1934; Pilbeam, 1982, and the 
impact of reparations in White, 2001. For Austria, see research on Metternich's impact on European politics; see Kissinger, 1957, 
May 1963; Schroeder, 1969. 
46 See Taylor, 1954 and Temperley, 1966 
47 See Anderson, 1966 and Kagan, 1997. 
48 For a discussion of the 1848 revolutions, see Sperber, 2005. For a British view of the revolutions, see Large, 1977. 
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Congressional System rather than anything that Britain did. Regardless, Britain and its decision-

makers no longer had their desired continental conflict resolution system. 

In addition to upturning domestic social order across Europe, liberal revolutions began a 

reordering in the balance of power on the continent. In 1830, the first mover was France emerging 

with nothing less but another Napoleon at the helm as Napoleon Bonaparte’s nephew Louis-

Napoleon Bonaparte became president of France. He was elected Emperor Napoleon III some 

years later, just like his more famous uncle. In either its republican or monarchical incarnation, 

Napoleon III’s government sought to restore France’s standing in the world through a muscular 

foreign policy. Their first initiative was to compete with Russia over guardianship over the 

Christian holy sites in Jerusalem, which pleased the clerical right wing in France. Further, it 

complicated the Eastern Question by introducing another actor into a situation hitherto dominated 

by the Austro-Russian rivalry.49 Unlike the Austrians and the Russians, the French approach was 

to support the Ottomans. Their support derived from the legacy of the Franco-Ottoman anti-

Habsburg alliances of the 16th and 17th centuries.  

French action led to greater polarization in Europe. Until then, Russia had a relatively free 

reign in asserting itself as the protector of the Orthodox populations of the Balkans and the 

Caucasus, using this as a pretext for expansion into the decaying Ottoman Empire.50 Continental 

Powers had previously tolerated this expansion because of Russia’s unrelenting support for the 

absolutist regimes in Europe, the 1848 revolutions toppled the Czar’s political allies in European 

capitals, and Russia found itself increasingly isolated.51  

Early on, Russia was the only European power that posed a serious challenge to British 

interests beyond the continent. In the late 18th and early 19th century, Britain, acting through its 

East India Company, greatly expanded and consolidated its influence in the Indian sub-continent, 

as seen in Figure 21. At this time, India was the great future opportunity for British commerce, but 

the sub-continent was massive, and the British foothold, while expanding, was tenuous.52 At the 

same time, Russia built on its 17th-century conquest of Siberia and built inroads into Central Asia. 

 
49 For a general discussion of the Second Empire, see Aubry, 1940 and Zeldin, 1958. For French public opinion in this period, see 
Case, 1954. See Mansfield and Snyder, 1995.  
50 For Russia's influence in the Balkans, see Milojkovic-Djuric, 1994. 
51 For a discussion of the pre-Crimean War maneuvering, see Saab, 1977. 
52 For British views on India's prospects, see Cain and Hopkins, 1980. 



82 

It enjoyed great success in its continued battles with the Persians and the Ottomans in the 

Caucasus.53  

 
Figure 21 – British Control in India at the Start of the 19th Century 
SOURCE: Imperial Gazetteer of India, Oxford University Press, 1907. 

The concept of a rival great power challenging Britain to control India was not new. 

Napoleon Bonaparte had repeatedly attempted to get Russia interested in invading India by land, 

seeking to open another front against Britain.54 That would not have been easy in the early 1800s. 

However, the Russian successes against the Persians in 1813 and 1828 and its aspirations in the 

Turkestan (area of today's Kazakhstan) moved Russia closer to the gates of India. The path through 

Afghanistan was open and unguarded by British possessions.55 Combined with its growing 

influence in Europe and pressure against the Ottomans, Russia could now mount a multi-pronged 

challenge to Britain.56  

British interpretations of French and Russian actions varied. The Peel-Whig coalition 

government under Lord Aberdeen debated whether it was the emergence of Napoleon III's France 

or Russia's ambitions in the Middle East and Asia and its desire to claim the Bosporus that posed 

 
53 See Chapters V and X in Baddeley, 2013. 
54  For Napoleon’s 1801 proposals to Emperor Paul, see  
55 For problems of “defending India” in the early 19th century, see discussion in Alder, 1972. 
56 See the discussion in Fromkin, 1980 and Ingram, 2013. 
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a more significant threat to British interests. The Francophile Foreign Secretary Russell and Home 

Secretary Palmerston57.58 Ultimately, Russell and Palmerston prevailed, and Russia became 

perceived as Britain's primary geopolitical challenger.59 Russian expansion into Central Asia 

threatened British Middle East and Indian interests.60 In order to safeguard his coalition 

government, Aberdeen acquiesced to this view. A chain of events driven by diplomatic guarantees 

led to Britain’s entry into the Crimean War, already waged by the French-backed Ottomans against 

Russia.61 

 The Crimean War of the Western Powers against Russia between 1853 and 1856 represented 

a watershed in international relations of the period. It occurred at the end of a period during which 

great power politics were conducted primarily through congresses. It again introduced a military 

resolution of great power conflict as a genuine option.62 The Crimean War cost the Peelite political 

faction control of the government. It ended their existence as a party once Lord Aberdeen fell from 

power in 1855 over adverse press reports arriving from the Crimean front.63 The great powers 

managed to fight a war of limited aims and scope, preventing it from becoming a broader 

conflagration.64 However, the conduct of the war was a shock to all participants. Since 1815 

Western military forces have engaged in colonial wars or police actions against second-rate 

powers. Capitals had a false sense of security about their military capabilities and the nature of 

industrial-age warfare. As it turned out, high-intensity warfare between industrial-age powers was 

an expensive endeavor requiring great material, financial and human sacrifices. Sadly, these early 

tactical lessons about the potential for extended stalemate and the advantages of defense, along 

with similar lessons from the American Civil War, were not recognized as the coming revolution 

in military affairs in favor of defense that led to the carnage of World War I.65 

 
57 Palmerston resigned over his overt support for Napoleon III's coup in 1851, which is why Russell served as foreign secretary 
58 See Lambert, 2011 and 2013. 
59 See Taylor, 1936. 
60 Russian historians have often disputed that Russia had any designs on British India at the time. For an interesting discussion of 
the issue, see Yapp, 1987. 
61 For a discussion of the impact of Napoleon III on British politics, see Martin, 1963, and Parry, 2001. For more on the slide to 
Crimean War and the war itself, see Schroeder, 1972; Royle, 2000 and Ponting, 2005. 
62 See a discussion in Ramm and Sumner, 1960, pp. 485-487 and a broader overview in Warner, 1972. For British politics during 
Crimea, see Anderson, 1967 and Levy, 1988.  
63 For domestic and parliamentary politics, see Vincent 1981. 
64 See Lambert, 2011. 
65 See Murray, 1997. 
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In the aftermath of the Crimean War, confrontational alliance politics increasingly drive 

European affairs.66 For the next half-century, alliances were fluid. The harbinger of this trend was 

the post-Crimea peace conference in Paris. Napoleon III was eager to ally with Russia against 

Austria to protect his flank in his upcoming Italian campaigns. Russian negotiators under Prince 

Orlov were disappointed in their traditional Austrian allies' armed neutrality during the war. They 

readily agreed to an offensive alliance with France, consummated in a secret protocol at the 1859 

conference.67 Britain was relatively aloof at the conference, foreshadowing its strategic posture in 

the coming decades – perhaps unsurprising as its chief negotiator in Paris, Lord Palmerston later 

served as prime minister and foreign secretary during the period of “spending isolation.”68 Indeed, 

after the negative political fallout from involving itself in European squabbles, Britain largely 

remained on the sidelines of European affairs as its leaders focused on pursuing interests further 

afield. To the extent that the emerging Franco-Russian alliance was of concern to the British 

government in the Victorian era, it was but a single aspect of a broader challenge, as it brought a 

potentially hostile power close to Britain’s shores.69 The British War Office considered a war 

against Russia in far reaches of the globe (such as Central Asia or the Far East) as the likeliest 

confrontation Britain might face for most of the late 19th century,70 a belief reflective of Britain’s 

increasingly global interests.   

Aggressive French foreign policy during this period of British “splendid isolation” did not 

threaten Britain, but it did bring about the emergence of two new powers. Napoleon III’s 

intervention against Austrian Habsburg interests in Italy in 1859 enabled Piedmont, under the 

leadership of count de Cavour and king Victor Emmanuel, to unify the new Italian nation-state 

under the House of Savoy.71 Prussia under Bismarck, its “Iron Chancellor,” observed these latest 

signs of weakness in the Habsburg monarchy and took the opportunity to establish itself as the 

 
66 At the post-Crimea peace conference in Paris, Napoleon III was eager to establish an alliance with Russia against Austria to 
protect his flank in his upcoming Italian campaigns. Russian negotiators under Prince Orlov were disappointed in their traditional 
Austrian allies' armed neutrality during the war and readily agreed to an offensive alliance with France.  
67 See discussion in Sumner, 1933. 
68 See Krein, 1978 for a discussion of the genesis of this policy and Lord Palmerston’s banding of domestic and foreign policy in 
the coming decade. 
69 See Lambert, 2011 
70 For the beliefs of the British defense establishment in this period, see Gooch, 1981. 
71 For an overview of the Italian Risorgimento, see Holt, 1970; Clark, 1998; Riall, 2008. For the British view of the Italian 
reunification, see Schreuder, 1970. For the importance of Austria, see Schroeder, 1962. Of course, the role of Garibaldi's liberal 
volunteers should not remain unmentioned – Historian AJP Taylor has referred to Garibaldi as "the only wholly admirable figure 
in modern history." His autobiography is Garibaldi and Parkin, 2004. 
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leader of the new pan-German Confederation by forcing the Austrians to fight on two fronts in 

1866.72  

The unification of Germany also brought about the end of the Second Empire in France 

and ended any further hope of dominant French leadership on the continent.73 Napoleon III’s 

eagerness for a global role directly played Bismarck’s hands. The crafty Prussian chancellor deftly 

engineered a war of all the German states against France. The Prussian-led German armies 

captured Napoleon III after the Battle of Sedan, and shortly afterward, Paris revolted against the 

monarchy ushering in the Third French Republic. In January of 1871, the victorious Germans 

declared a new German Reich in the Hall of Mirrors in Versailles, and as Figure 22 redrew the 

map of Europe.74 

 
72 For a discussion of the Austro-Prussian War, see Wawro, 1997. 
73 For a review of British diplomacy on the eve of the Franco-Prussian War, see Millman, 1963; for a discussion of the Franco-
Prussian War, see Howard, 1991, and Wawro, 1997. 
74 For more on the unification of Germany and the establishment of the German Empire, see Smith, 1898, and Eyck, 1968. 
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Figure 22 – The Redrawn Map of Europe in 1871 

SOURCE: Wadsworth-Thomson, 2005. 

 

Germany’s emergence as a great power initially benefited Britain, as Prussia and Britain 

had enjoyed a close relationship for most of the century.75 Bismarck recognized that a united 

Germany benefited from a stable situation in Europe, a view that fully aligned with Britain’s 

interests. The chancellor’s eagerness to maintain cordial relations with Britain was welcome in 

London, where the government saw Germany as a valuable proxy for British interests.76 In 1878, 

Bismarck sought to mediate between Russia and Austria, and London saw the resulting Berlin 

Congress as a potential revival of the Concert of Europe. The 1878 conference successfully 

reversed Russia’s gains against the Ottomans made by the Treaty of San Stefan. However, to 

secure it, Bismarck had to sacrifice the earlier Alliance of Three Emperors between Russia, 

 
75 Mainly as a result of British efforts to boost Prussia as a hedge against France's resurgence under Napoleon III and the familial 
links between the ruling dynasties 
76 For a German view of Anglo-German relations before 1885, see Von Herwarth, 1963. For an English view, see Stafford, 1982. 
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Austria, and Germany, which he saw as the key guarantor of peace on the continent and insurance 

against French vengefulness.77 Even though the Berlin Congress managed the immediate tensions, 

the Balkan question was left unresolved - adding Austro-Russian competition to the Franco-

German hostility as a potential challenge in Europe. 78 

Emboldened by their new role as the onshore balancers, the Germans sought to continue 

the dialogue. They called another Berlin summit in 1885 to define “spheres of influence” among 

the European powers in Africa.79 By this point, Great Britain and France had already achieved the 

majority of their colonial objectives,80 Russia, blocked from advancing toward the Mediterranean, 

had grown into a massive Eurasian empire.81 There was no more room on the world map to absorb 

the ambition of Germany and even less so for Italy.82 However, Bismarck's Anglophilia was not 

common in Berlin. Shortly after the young Kaiser Wilhelm II assumed the throne in 1888, a 

disagreement arose between the chancellor and the Emperor. Since the German governance 

structure was such that the chancellor needed the confidence of the Emperor rather than the 

Parliament, policy conflict between the two resulted in Bismarck’s fall and a greater concentration 

of power in the circle around the Emperor.83  

Bismarck’s positioning of Germany as an agent of stability gave a reprieve to British 

leaders happily immersed in “splendid isolation” from European affairs. However, the free ride 

was over. The mutual understanding between Salisbury and Bismarck enabled Britain to be 

reasonably comfortable without establishing a formal alliance with Germany.84 Bismarck's 

Anglophilia and pacifism were not a part of the beliefs of the ambitious crowd surrounding the 

new German Kaiser Wilhelm II.85 After disposing of his chancellor, Kaiser Wilhelm recognized 

 
77 The treaty placed the Russian Emperor in a formal protective role over the Christian population of the Balkans, threatening the 
sustainability of the Ottoman Empire and the possibility of Russia capturing Istanbul. For more, see Sumner, 1937. For a 
discussion of Pan-Slavism and the role of the Serbs, see Mackenzie, 1967. 
78 For a discussion of the 1878 Berlin Congress, see Medlicott, 1963.  
79 For an excellent discussion of the 1885 congress and its effects, see the edited volume by Forster, Mommsen, and Robinson, 
1988. 
80 Indeed, the Third Republic in France was successfully encouraged by British diplomacy towards colonizing large swaths of 
Western Africa instead of competing with Germany after 1871. After Crimea, the British had held back from assisting Napoleon 
III's France in his adventures in Italy and Mexico, the proposed recognition of the Confederate States of America, and finally, 
during the disastrous confrontation with Prussia. Their post-1871 support of French colonialism was, to those in power in 
London, a rapprochement with the new French Republic. 
81 For a discussion of Russian expansion in Asia, see Pierce, 1960. 
82 For a discussion of the origins of German colonial ambition, see Townsend, 1922. For a discussion of the ambitions and 
implementation of German imperialism, see Freidrichsmeyer, Lennox, and Zantop, 1998. For Italian colonialism, see Palumbo, 
2003. 
83 For a discussion of Bismarck's dismissal, see Rohl, 1966 and Reuss, 1975. 
84 See Charmley, 1999 and Müller, 2010. 
85 For an analysis of the entourage of Wilhelm II, see Hull, 2004. 
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that Germany was, in effect, subsidizing Britain’s power by maintaining its triple alliance with 

Austria and Italy and keeping a large army as the continental policeman-in-waiting.86 Energized 

by the large open market of a united Germany, German commercial interests sought opportunities 

that brought them into competition with British companies, adding to the tension.87 Wilhelm’s 

erratic behavior increased the mistrust of Germany in London’s political circles. As the 19th 

century ended, Britain and Germany increasingly found themselves on opposite sides of various 

issues. 88   

At the same time as the large German challenger emerged on the continent, the global 

distribution of power grew less Europe-centric - Japan and the United States emerged as 

independent, industrialized powers. Having fought a war against the United States in 1812, Britain 

treated its former colonies with suspicion, mainly due to the threat they posed to Canada.89 Early 

in the century, Britons saw America as backward due to its continued adherence to slavery.90 

However, despite their moral objections to slavery, the British developed a significant trade 

exchange with America.91 With its growing size and increasing industrialization, America retained 

a significant latent potential as a challenger, but it could not project power. However, American 

brinksmanship surrounding the division of the Oregon Territory in 1848 indicated that Britain 

could no longer determine the course of events in the Western Hemisphere.92 Moreover, during its 

1861-65 Civil War, the United States demonstrated that it was increasingly a power to be reckoned 

with as it demonstrated a remarkable ability to harness its industrial and human potential for 

 
86 See Kaiser, 1976. 
87 See Conze, 1970, pp. 292, 296. 
88 Some examples include the Venezuela crisis in 1895, the Kruger telegram in 1896, the Moroccan crisis in 1905, and German 
development of the Baghdad railroad, a pet project of the construction of an ocean-going navy starting in 1905, and the Daily 
Telegraph affair of 1908. 
89 For a background of U.S. Canada, see Stewart, 2012, particularly chapter 3.  
90 The discussion of these views can is available in Mason, 2002. Nevertheless, British views on slavery did not create obstacles 
to importing cheap, slave-grown cotton from the American South. 
91 Two particularly notable American exports were cotton from the Southern plantations, which fed the British textile mills, and 
wheat from Northern and Mid-Western farmers that fed Britain in the aftermath of the repeal of the Corn Laws in 1846. In return, 
Britain exported heavily to the United States despite the heavy tariffs. However, the project finance British bankers provided for 
developing American infrastructure and industry was critical to American development. The pace of development in the United 
States was such that domestic lending capacity was unable to meet the needs of the entrepreneurial nation. The growing 
involvement of British banking expanded the ties between the business communities on both sides of the Atlantic, though the 
flow of funds was one-. 
92 See Kennedy, 1989, pp. 178-179. However, Britain benefited from the Monroe doctrine commercially, as no other power could 
monopolize trade with the Americas. As a result, Britain was its primary enforcer for most of the 19th century. 
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warfare.93 Its power grew even further as the post-civil war wave of industrialization and 

immigration helped it "win the West" and become a true global power.94  

On the opposite side of the globe, in the Pacific, Japan's opening and the Meiji Restoration 

provided an opportunity for British technical and financial assistance to shape a nation. Japan 

eagerly accepted British know-how on everything modern - from steam engines to battleships and 

military drills. Ultimately, this assistance proved instrumental in the rapid Japanese rise as an 

industrial power in the late 19th century.95 Unlike insular China, the Japanese sought acceptance 

as a peer by the great European powers and pursued European alliances and a colonial empire.96 

Building on the British model, the Japanese sought to develop their naval forces, which triggered 

the increased deployment of Russian forces to Pacific bases in Port Arthur and Vladivostok.97 

The world also caught up to Britain’s early lead in industrial and economic development, 

as seen in Figure 23. In 1860, Britain was responsible for half the world’s industrial potential with 

less than two percent of the population.98 By the 1880s, however, its share of the global output 

shrank to around twenty to twenty-five percent. By 1913, Britain was responsible for less than 

fourteen percent of global manufacturing output and a similar fraction of global trade.99 

Nevertheless, this was only a relative decline - British nominal output rose, but Germany and the 

United States moved ahead of Britain due to their higher growth rates.100 The economic growth of 

the United States was particularly striking, and by 1914, per capita income in the United States 

was already almost 50 percent higher than Great Britain's.101  

 
93 See discussion in Roberts, 2003. 
94 For a discussion of American industrialization, see Meyer, 1989; Licht, 1995 and Hall, 1996. 
95 For a discussion of Japanese emergence, see Norman, 2000. For technology transfer, see Saxonhouse, 1974 and Low, 1998 
96 See Hudson, 1971, pp. 713 
97 See Faribank, et al. (1980). 
98 British population was ten percent of Europe's, with tremendous industrial output. For details of the British economy in the 
second half of the 19th century, see Crouzet, 1982. 
99 See Kennedy, 1989, pp. 198-202. 
100 See Crouzet, 1982, pp. 312-314 for an overview of changes in industrial strength. 
101 See Kennedy, 1989, pp. 243 – Germany's and France's per capita incomes were 25-30% lower, and Austria's, Russia's, and 
Japan's were between a fifth and an eighth of Britain's. 
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Figure 23 - Fractions of Global Manufacturing Capacity 

SOURCE: Kennedy, 1989 

 

The rapid pace of technical innovation meant that newly-built industrial facilities tended 

to be more efficient, further eroding the competitiveness of long-established British facilities.102 

Falling British industrial competitiveness became a tender domestic political issue in the late 19th 

century. While it still had the most productive workers, the British labor force was now more 

expensive, and cheaper German products undercut its position as the top exporter of finished 

goods. The increasing provenance of German manufacturers on the British market created an 

impression of looming German economic dominance, and public pressure to institute protectionist 

measures in Britain grew.103 In retrospect, the loss of British competitiveness may have been actual 

by volume. However, the British economy was increasingly focused on delivering sophisticated 

steam machinery, related engineering and construction services, advanced shipbuilding, weapons 

design, and technical innovation. A greatly expanded financial, trade, and shipping services were 

more representative of the 20th-century economy. However, two centuries of British dominance 

in low-value, high quantity manufactures and mercantilist economic foreign policy were a potent 

force in British thinking. Easily observable factoids like the domination of the British market by 

 
102 See Kennedy, 1989, pp. 228 
103 See Hagen, 1999 and Broadberry and Fremdling, 1990. 
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German soap had a salience in the domestic public discourse. With limited economic data 

collection, British decision-makers did not fully understand the nature of their economy and could 

not counter them. 104 

These trends of declining industrial advantage and the emergence of new powers combined 

to materialize the fundamental long-term challenge for British global leadership. The United States 

and Russia were far larger countries than metropolitan Britain, and by catching up in industrial 

development, they would grow into powers of an entirely different and greater caliber than Britain 

had faced in the past.105 With twice the population of Britain, America emerged as a global 

economic giant, but it was still a sleeping giant in European and global politics. After the post-

Civil War demobilization, America had a fifth of Britain’s or a tenth of Russia’s manpower under 

arms. In contrast, the Russian population was almost twice the size of America's and almost four 

times larger than Britain's. However, its military and economic situation was the inverse of 

America's. By 1900, Russia kept over a million men under arms during peacetime – twice as many 

as Britain -- but its economic output was only a quarter of America’s and half of Britain’s.106 

However, the growth trajectories of the two behemoths meant that within a few decades, Russia 

and America would become nations wielding the power of an entirely different order of magnitude 

from Britain. British assessment foreshadowed their eventual rise to 20th-century superpower 

status.107  

As the 19th century ended, the future of the Empire was the subject of intense colonial 

policy debates in Britain. Beyond the core of self-governing British dominions, the remainder of 

the Empire was governed through various legal mechanisms with a varied level of direct control. 

However, they all guaranteed a minimum framework of law, order, and safety for British enterprise 

 
104 See chapter two of Friedberg, 1988, for a discussion of the inadequacy of data on the British decision-makers' beliefs on this 
issue. 
105. In an 1896 letter to Courtenay Boyle, the president of the British Board of Trade states: "Beginning from a lower level, each 
country is for the moment traveling upwards more rapidly than we who occupy a much higher eminence. Moreover, they appear 
(along with France) "certain to increase their rate of upward movement. Their competition with us in neutral markets, and even in 
our home markets, will probably, unless we ourselves are active, become increasingly serious. Every year will add to their 
acquired capital and skill and will have larger and larger additions to their population to draw upon." Quoted in Friedberg, 1988. 
pp. 49. 
106 See Kennedy, 1989, pp. 202-203. The Russian Army was poorly equipped, poorly led, and lacked internal transport 
infrastructure. Despite its massive size, Russia struggled to mobilize quickly against any opponent.  
107 The 1886 report of the Royal Commission on the Depression of Trade and Industry states: "We cannot, perhaps, hope to 
maintain, to the same extent as heretofore, the lead which we formerly held among the manufacturing nations of the world. 
Various causes contributed to give us a position far in advance of other countries, which we were able to hold for many years, but 
those causes could not have been expected to operate permanently, and our supremacy is now being assailed on all sides." See 
Friedberg, 1988, pp. 40-41.  
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while frequently relying on the established local power structures.108 Debates about the future of 

these arrangements were motivated by a combination of foreign policy concerns, domestic political 

trends, and a mercantilist desire to maintain a positive trade balance and a current account surplus. 

Some in Britain still hoped that the British Empire could transform into a more consolidated entity 

and thus remain an international player of comparable power to the rising superpowers.109 To 

achieve that, Britain would have had to consolidate its Empire, which already faced increasing 

centrifugal forces as Anglo-majority colonies gained self-government, and subjugated peoples 

grew restless.  

The long-run future of the Empire was unclear. In some cases, like Ireland and India, local 

elites adopted liberal ideas about governance and demanded home rule, if not all-out independence. 

These ideas quickly conflicted with a continued sense of British supremacy that undergirded 

British policy.110 In South Africa, Boer settlers resisted the Colonial Office’s desire for control 

over their semi-independent republics and access to inland resources. A subsequent British Army 

invasion in 1899 resulted in a bitter guerrilla war, forcing Britain to expend significant resources 

and nearly doubling the Royal Army’s budget.111 Victory in the Boer War came to be seen as a 

sine qua non since a weak showing could unravel Britain’s international reputation and 

imperil British control throughout the rest of its Empire that was held together with minimal 

military force.112 Achieved at a surprising cost with much difficulty and ruthlessness in 1902; in 

retrospect, the Boer War victory was when the British Empire reached its zenith.113 It would stay 

there for a brief moment before beginning its long path toward oblivion.  

4.4. What constraints did British decision-makers face in addressing those challenges? 

By 1840, doubts over Britain's long-term ability to maintain a leading position were 

creeping into the domestic political discourse. The concerns centered on the continued high 

 
108 See Knaplund, 1970, pp. 383-387 for British colonial policy. 
109 In his lectures in 1860, the 70s, and 80s, John Seeley at Cambridge predicted that Russia and the United States would "surpass 
in power the states now called great as much as the great country-states of the sixteenth century surpassed Florence." Seeley also 
advocated that if Britain had to "take rank with Russia and the United States in the first rank of state, measured by population and 
area, and in higher rank than European Power looking back, as Spain does now, to the great days when she pretended to be a 
world-state." See Friedberg, 1988, pp. 32-33.  
110 For issues that British racism played in this two-track policy, see Rich, 1990. For a discussion of British India policy, see 
Tomlinson, 1975. For a relationship with princes, see Copland, 1982. For the political development of India, see Rudolph, 1984. 
For the ideology of the Raj, see Metcalf, 2003. 
111 See Friedberg, 1988, pp. 106-134 for Boer War finance issues. 
112 For discussions of British control of vast populations with minimal forces, see Kilingray, 1986; Markel, 2006; Branch, 2010. 
113 For background on the Boer War, see Pakenham, 1979 and Warwick, 1980 
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nominal public debt and fiscal austerity, which meant that except in conditions of war, the 

government had minimal ability to expend funds. Throughout the late 19th and early 20th 

centuries, Britain underwent an extended domestic political struggle over a push for higher societal 

equality. Enabled by the steady expansion of suffrage throughout the century, the political 

discourse revolved around the government's relationship with labor, land reform, and the potential 

establishment of a slew of social safety net programs. These desires of the growing electorate stood 

at odds with the desires of the British elite, who valued low taxes, free trade, and limited public 

expenditure. Britain held its exceptional Empire with minimal institutions and had limited capacity 

to string together a unified imperial policy that brought all its considerable resources to bear 

coherently. The distances involved in protecting a global empire and the emergence of non-

European great powers further complicated Britain's efforts to maintain naval dominance at any 

point of the globe. 

Doubts over Britain's long-term ability to maintain a leading position in the world were 

already salient in the domestic political discourse of the 1840s. The center of gravity for these 

concerns was the continued high nominal level of public debt and resulting fiscal austerity.114 

British debt fell to around 150 percent of GDP by 1840, though it was still fifteen times larger than 

the annual government expenditure. While more industrialized than most others, the British 

economy in the 1830s and 1840s was still highly agrarian. It also carried the world’s highest tax 

burden at the time - it brought in 12 percent of GDP in revenue for all levels of government – 

though that is extremely low by modern standards.115  

In practice, except in war conditions, British governments of this period had limited ability 

to expend funds. The debt came about because of the century of war against France. In 1815 British 

sovereign debt was estimated at 250% of GDP, some twenty-five times the national government 

expenditure, which amounted to some 10% of GDP. The need to pay or refinance these loans in a 

relatively low revenue environment meant that British governments practiced a strict budgetary 

orthodoxy for the remainder of the 19th century, steadily reducing the accumulated debt burden 

while maintaining limited spending and low taxes. Since non-military government spending was 

 
114 Friedberg, 1988, pp. 62, quotes prime minister Balfour as saying in Parliament: "if the British Empire is to remain as it is at 
present, a series of isolated economic unites, it is vain for us to hope that this branch… of the great Anglo-Saxon race is destined 
to have the great industrial and political future which undoubtedly lies before the United States of America." 
115 See Thomas, Hill, and Dimsdale, 2010. Today, even economies at a low stage of development in sub-Saharan Africa raise 
over 20% of GDP in revenue, on average.  
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almost non-existent then, for the first years of Pax Britannica, British budgets were composed of 

equal parts of military expenditure and debt service.116 Figure 24 shows the share of debt service 

in revenue. 

 
Figure 24 - British debt service as a percent of revenue 

SOURCE: See Neal, 1998. Data from Mitchell, 1988, pp. 581, 587. 

 

British leaders of the Victorian period grew up in a political environment that valued 

budgetary austerity and in which defense expenditure and debt service were the only significant 

government expenditures. As a result, politicians wanting to appear as good stewards of finances 

while demonstrating strength had little to talk about except for debt reduction, which figured 

prominently in policy debates throughout the century; even after the Victorian era, steady 

economic growth changed Britain's indebtedness level dramatically.117 However, without good 

economic statistics and a clear understanding of the size of their economy, concerns over the 

nominal size of Britain’s debt resulted in an extended austerity for much of the late 19th century. 

Related to these concerns were expenditure-minimizing policies like the "Splendid Isolation" and 

the aggressive pursuit of additional income through expanded trade.118 As seen in Figure 25, at the 

 
116 For fiscal policy 1815 - 1914, see Daunton, 1998, and Odlyzko, 2012. 
117 See Buchanan, Wagner, Burton, 1976, pp. 36-44, Ritschl, 1996 and Thomas, Hill, and Dimsdale, 2010. 
118 See the discussion in Friedberg, 1987. 
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peak of its power, Britain rapidly grew out of its debts, but it continued to act as if its debt levels 

had never changed.  

 

 
Figure 25 - 19th Century Nominal Values of British GDP and Debt  

SOURCE: British Treasury 

 

Furthermore, throughout the late 19th and early 20th centuries, Britain underwent an 

extended domestic political struggle over higher equality in its society, changing the focus of 

decision-maker attention. Medieval populations and privileges still defined electoral districts for 

the British Parliament elections. They created highly skewed representation in the Parliament. The 

expansion of suffrage in the 19th century began with the Reform Act of 1832. This legislation 

redistributed some of the suffrage towards the urban and commercial interests and away from the 

landed aristocracy. The electorate increased from half a million voters before 1832 to about a 

million in 1867. During the same period, the population grew from 24 to 32 million.119  

Nonetheless, income requirements and the need to possess land to stand for the election made 

Britain undemocratic by modern standards. It was in 1867 that the franchise expanded further, 

almost doubling but only including less than 2 million persons. In 1872 the secret ballot was 

introduced, and the 1884 Reform act lowered the required annual rental or holding value to ten 

 
119 For a discussion of representation and the 1832 act, see Phillips and Wetherell, 1995. 
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pounds - toward the end of the century, two-thirds of adult males had the vote. Universal male 

suffrage came about in 1918, and in 1921 it was also extended to all women.120 

 The desires of the growing electorate stood at odds with the desires of the British elite, 

who valued low taxes, free trade, and limited public expenditure. In the early 19th century, 

inequality in Britain was Dickensian as the vast majority of the population lived in poverty, with 

the middle class that was significantly better off and the small ultra-rich elite that far exceeded 

everyone else in wealth and privilege.121 The steady expansion of suffrage throughout the century 

fueled the struggle for greater equality.122 As a result, the domestic political issues revolved around 

the government's relationship with labor, land reforms, and the potential establishment of a slew 

of social safety net programs.123 British trade unions gained increasing strength in the late 19th 

century culminating with serious unrest among workers in the years preceding World War I.124  

Taking advantage of these changes, left-leaning British politicians started to push for 

establishing a welfare state in the mid-19th century. At the same time, the business community's 

priorities continued to be cheap domestic labor, monopoly access to colonial markets, and 

protection from outside imports. Both the landed and moneyed interests tended to be represented 

by Conservatives, while the Unionist wing of the Liberal party was composed mainly of former 

Whigs who were never quite comfortable in the Liberal fold.125 The late-century coalition of 

Conservatives and Liberal-Unionists provided some political stability, but fiery internal and 

external debates over policy included domestic, foreign, and colonial issues. Despite ongoing 

electoral reform, the ruling political interests throughout the Victorian period remained 

predominantly commercial. As a result, domestic public policy remained laissez-faire, and 

overseas it was focused on advancing Britain’s commercial and financial interests. Formulated in 

the shadow of domestic activism, that sought to upend the status quo, and that activism affected 

the political calculus of the leaders.126 

 
120 See Thomson, 1971 and Norris, 1971. 
121 See discussion in Odlyzko, 2012. 
122 See Thomson, 1971 and Norris, 1971. 
123 For the period's politics, see Wilson, 1965, and Wilson, 2003.  
124 See discussion in Clements, 1961; Biagini, 1987 and Wilson, 2003. 
125 See Biagini, 1991, Goldman 2002. 
126 See Baker, Gamble, and Ludlam, 1993 for the splits in the conservative movement. Rose, 1964 also provides a good 
perspective. For a perspective on Liberal Unionists, see Goodman, 1959. 
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Britain held its exceptional Empire with minimal institutions. It had limited ability to string 

together an imperial policy that would quickly bring all of its considerable resources to bear 

coherently. The British overseas Empire was by no means an extension of Britain or uniform in 

desires, status, or capabilities. The Anglo-majority dominions of the Empire gained self-

government toward the end of the 19th century. Other colonies grew restless in their subjugated 

status.127 In Canada and Australia, the aggregation of disparate colonies led to the creation of large 

political entities with independent, activist parliaments and the forging of distinct, non-British 

identities.128  

These new nations' economic and political interests soon started to diverge from those of 

metropolitan Britain. However, the delineation of decision-making between Westminster and 

colonial parliaments needed to be clarified.129 The Canadian Parliament passed a tariff on British 

goods in 1870, followed by numerous other self-governing dominions. By the end of the century, 

only New South Wales and Cape Colony had free trade, while India, governed more tightly by 

Britain, had a tariff system beneficial to British commerce. While many of the dominions were 

pursuing more independent policy formulation in their domestic affairs, their defense, and the 

budget required to provide for their defense, remained the responsibility of Britain, causing 

resentment in London.130 Addressing this limitation was a primary concern for the staff of the 

Colonial Office starting after its establishment in 1854.131 

The emergence of non-European great powers complicated Britain’s naval calculus. On 

the high seas, the British Navy could outmatch any individual challenger throughout the 19th 

century.132 However, the emergence of sophisticated potential challengers outside Europe meant 

that force planning had to account for the possibility of simultaneously fighting in the Atlantic, 

Mediterranean, and Pacific.133  

At the same time, the pace of technological change in the 19th century – the steam 

revolution, the emergence of ironclads, and their continued sophistication – made the bulk of the 

 
127 See Thomson, 1971 and Ward, 1976, 
128 For a discussion of this trend, see Trainor, 1994. 
129 See Knaplund, 1970 and Thomson, 1971. 
130 See Friedberg, 1988, pp. 122-123. 
131 For the establishment of the colonial office, see Beaglehole, 1941. 
132 See Kennedy, 1989, pp. 154-155.  
133 Considerable debate raged over the advantage in numbers that the Royal Navy ought to maintain to ensure that it could meet 
these requirements – see Kennedy, 1989, pp.169, 227. Chapter four of Friedberg, 1988 is devoted to this debate. 
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Royal Navy's large fleet obsolete. Such technology change required a wholesale replacement, 

which enabled the rising powers to close some of the gaps quickly.134 Additionally, proposals for 

constructing a canal across the continental isthmus of the Americas (first planned through 

Nicaragua and later changed to Panama) were of considerable concern to the Admiralty. Such a 

canal was one of the few global chokepoints the Royal Navy would not control. If constructed, it 

would give the United States Navy tremendous flexibility to mass against the Royal Navy's global 

presence in either the Pacific or the Atlantic. The canal threatened to jeopardize Britain’s 

assumption that its Navy could outnumber any opponent. In particular, the Admiralty thought this 

objective could continue to be sustained more easily against America, whose Navy had to divide 

its forces between the two oceans.135 

4.5. How were policy decisions made in Imperial Britain?  

  By the 19th century, Britain evolved a system of parliamentary government that almost 

wholly excluded the sovereign from crucial decision-making. At its core was the rowdy House of 

Commons and effective governance depended on the skill of the prime minister elected by ever-

increasing suffrage. Relatively frequent elections meant relatively frequent changes in the 

premiership, though some individuals returned to the role multiple times. The quality of prime 

ministers varied, but the cut-throat nature of the system ensured that these people were generally 

competent and charismatic. Over time, decision-making grew more centralized as the prime 

minister gained more power over the Cabinet. Where a measure of agency independence remained, 

it could have worked better in crises. During the Boer War, this arrangement was formalized in 

the Council of Imperial Defense and provided a dedicated secretariat. 

The British government in this period completely excluded the sovereign from critical 

decision-making. Controlling the House of Commons required strong political and oratorical 

skills, though successful practitioners gained the possibility of rising to ministerial or even prime 

ministerial roles. Nevertheless, the structure of the system and increasing suffrage ensured that 

 
134 For the impact of technology on naval superiority, see Lewis, 1971; Sumida, 1989 and O'Hanlon, 2000. 
135 For the concerns of the Admiralty, see O'Connor, 1976 and Seager, 1977; for American war plans, see Grenville, 1961. For a 
comparison of Anglo-American naval strategies for a war against each other, see Bell, 1997. For an American view of the 
proposed Nicaraguan canal, see Keasbey, 1896, also Heilprin, 1900. For the American naval strategy view of this period, see 
Mahan, 1918. 
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these men were first and foremost politicians.136 Early in the 19th century, less than five percent 

of its population with vested commercial interests elected British decision-makers. Taxation was 

primarily indirect, with limited personal property and income taxes.137 Domestic trade and foreign 

commerce were regulated lightly to maximize exports.138 

Relatively frequent elections also meant relatively frequent changes in prime ministership, 

though some individuals returned to the role of a prime minister multiple times. Some were there 

so frequently or for so long that they defined whole eras. For example, William Gladstone served 

as Prime Minister between 1868–1874, 1880–1885, 1886, and again from 1892–1894. 139. After 

the end of the Palmerston Era in 1865, liberals and conservatives frequently traded control of the 

Parliament. However, for the remainder of the 19th century, the Prime Minister’s office was 

dominated by just three men – at first just the great parliamentary rivals Gladstone and Disraeli, 

but later by the Marquees of Salisbury, who succeeded Disraeli as the leader of the 

Conservatives.140  

The desire of the voting class for a laissez-faire approach to domestic political economy 

translated into the implementation and administration of British foreign policy. For example, in 

1860, the Foreign Office in London had a staff of only 60, most of whom were in administrative 

rather than policy roles and who managed an overseas network of just 24 missions.141 The 

diplomatic network included five embassies and 19 legations with a smattering of individual 

resident representatives throughout Asia and the Middle East that reported to the Colonial rather 

than the Foreign Office. Today, the United States has 250 diplomatic missions, employing 19,000 

Americans and 31,000 foreign nationals. To understand the limited scale of the foreign policy 

apparatus of the time, it helps to compare the size of the British Foreign Office in the 19th century 

with the U.S. National Security Council staff, which, as of 2016, had some 400 individuals.142 

While the British diplomatic apparatus would expand to deal with growing global complexity, the 

 
136 Britain achieved universal suffrage in the 1920s. However, by the late 19th century, suffrage was broad enough that British 
prime ministers and cabinet members were already politicians first and beholden to the voters that elected them. For a discussion 
of the psychology of foreign-policy decision-making in British prime ministers compared to German chancellors and American 
presidents, see Kaarbo, 1997. 
137 The direct taxation fell on the same individuals with the voting franchise or about five percent of the population. It amounted 
to three percent on income over the fifty pounds threshold for voting eligibility, while business profits were not taxed. 
138 See Friedberg, 1988, pp. 45. 
139 For a discussion of career politicians in English politics, see King, 1991. 
140 For a discussion of Gladstone and Disraeli, see Matthew, 1979 and Setton- Watson, 1962 
141 See Hague, 2012.  
142 See Daalder and Destler, 2009. 
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focus of professional diplomats remained on the pursuit of stability and the protection of British 

commercial interests. With such a small permanent bureaucracy, policy design depended on the 

preferences of the Foreign Secretary or Prime Minister, making British policy in the 19th century 

relatively malleable.143  

While in the 19th century, we can think of the Prime Minister as the first among equals 

leading relatively independent ministries and offices, by the 20th century, powerful Prime Minsters 

had become increasingly dominant in decision-making. In the 19th century, the center of gravity 

for Britain’s foreign policy varied between the administrations. Sometimes foreign policy was 

dominated by the prime minister, who was also the leader of his party. However, different prime 

ministers had different interest levels in foreign affairs and management styles. Decision-making 

would sometimes be delegated to the ministries, mainly when led by competent men, such as Lords 

Palmerston and Chamberlain. The involvement of the Cabinet in policy-making varied, though in 

practice, the principle of collective responsibility of the Cabinet applied. Generally, however, the 

Prime Minister's Cabinet had to publicly support all decisions even though some members may 

have disagreed with them. The necessity to maintain the support of a majority of the Commons 

limits Prime Minister's powers. The Commons' oversight of the government through committee 

hearings and the Prime Minister's Question Time is the primary tool by which the Parliament 

constrains the Prime Minister. The Question Time is a weekly process in which the Prime Minister 

faces a hostile and often sardonic interrogation by the Leader of His/Her Majesty's Opposition and 

other members of the House – a bad performance can change the policy narrative and deny the 

prime minister a mandate. In contrast, a strong performance can go a long way to building buy-in. 

Throughout the 19th century, the individual Ministries or Offices of the government - War, 

Admiralty, Colonial, and Foreign - all managed different aspects of British Foreign Policy. At the 

same time, the Exchequer financed their endeavors. This approach worked reasonably well absent 

intense political crises in coalition governments. In the first extended crisis, the Boer War, agency 

independence did not serve Britain well. To address this, Prime Minister Balfour established the 

Committee on Imperial Defense, designed to coordinate the efforts of the different parts of Her 

Majesty's Government, notably the Army and the Navy. The Committee was chaired by the prime 

minister and attended by relevant cabinet ministers and the military heads of the services. Along 

 
143 See Middleton, 1977 
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with a Secretariat that staffed the process, this body became a more permanent way to manage 

British foreign policy until World War II.144 British decision-making on foreign and domestic 

policy grew increasingly centralized, and in the process as the prime minister gained more power.  

4.6. What policies did British decision-makers choose?  

Imperial Britain conducted its policy on four levels – global, continental, imperial, and 

domestic. Actions in one domain frequently impacted the others. At a global level, Britain sought 

to open markets, including China and the Ottoman Empire, balance and contain a potential 

challenge from Russia, including through developing an alliance with Japan, and finally, first to 

create a detente with and ultimately draw the rising United States of America closer. In continental 

Europe, Britain was primarily concerned with preventing the rise of another Napoleon-sized 

challenger and maintaining stability. Initially, Britain sought to work through a consultative system 

(when it functioned) and defer or “manage” crises. In the latter half of the century, Britain 

frequently sought to exercise influence through proxies rather than through its direct action – a 

period often considered as relative disengagement from continental affairs. Britain initially sought 

to grow its Empire within the Imperial domain by acquiring colonies, bases, and protectorates and 

opening markets. As the colonial map became crowded, the focus turned to efforts to sustain 

control over the Empire while exploring ways in which white-majority dominions – e.g., Canada, 

Australia, and New Zealand - could share more in the burden of global influence. Back on the 

home islands of metropolitan Britain, growth in electoral suffrage gradually began to temper the 

laissez-faire approach preferred by the establishment and turned British politics toward the 

construction of a welfare state. In all four of these policy spaces, Britain reached a pivot around 

the turn of the 20th century. In a few short years, Britain established an accommodation with the 

United States, allied with Japan, joined the European system of alliances, chose not to pursue 

greater integration of its Empire through an Imperial Federation, and implemented a domestic 

welfare state.  

At a global level, British policy differed depending on what leverage they had over the 

actor – the weaker could find themselves forced to open markets or tangled in the web of the ever-

growing Empire. This mercantilist pursuit of new markets is perhaps best exemplified by a quote 

 
144 For the functioning of the Committee, see Johnson, 1960. 



102 

from Prime Minster Palmerston: “The rivalship of European manufactures is fast excluding our 

productions from the markets of Europe, and we must unremittingly endeavor to find in other parts 

of the world new vents for the products of our industry… it is the business of government to open 

and secure the roads for the merchant.”145  The most egregious example of “active” measures to 

achieve greater market access were the two Opium Wars - 1839-1841 and 1856-1860 - which 

forced the opening of the Chinese market to British commerce,146 and brought about the 

establishment of British trading hubs in Hong Kong and Singapore.147 In the Middle East, Britain 

similarly used its leverage to force through a slew of free-trade treaties - the Ottoman Empire, 

Egypt, and Persia signed such agreements under significant pressure from British diplomacy. 

During the effort, the Royal Navy also gained a new base in Aden, Yemen.148 In the Atlantic, 

however, Britain attempted and failed to establish a free trade relationship with the briefly 

independent Texas,149 but benefited from its enforcement of the Monroe doctrine by obtaining and 

maintaining market access in the newly independent Latin American states.150 

Rising global peers like America, the looming global "threats" like Russia, or the emerging 

powers like Japan were either contained, allied with, or engaged in diplomacy. In fact, on a global 

stage, Britain remained active throughout the 19th century, even if in "splendid isolation" from 

European affairs. Russia, rather than France, was Britain's most significant foreign policy concern 

in the 19th century. London perceived Moscow as more of a global threat, so the British leader 

aimed to contain it so that it would not endanger British possessions and interests. With the War 

in Crimea, that containment turned to confrontation, though the confrontation was limited mainly 

to a single theater.151 Following the War in Crimea, British treaty arrangements with Austria in 

the Balkans, and security, technical and financial assistance to the Ottoman Empire aimed to block 

Russia's access to the Mediterranean and the Middle East.152 In Asia, the concern over a potential 

Russian threat to British interests in India evolved into the “Great Game” in Central Asia, as Britain 

sought to create and establish a buffer zone, blocking Russia from threatening India and from 

 
145 See Cain and Hopkins, 1980, pp. 481. 
146 See Greenberg, 1969 and Fay, 1998 for British policy vis-à-vis China. 
147 See Sardesai, 1977 for British policy in South East Asia in this period. 
148 For British Middle East policy, see Graham, 1967, and Webster, 1969. 
149 Some thought such a relationship could keep Texas outside the United States. See Williams and Williams, 1972, pp. 245-251. 
150 Gallagher and Robinson, 1953, pp. 8; Cain and Hopkins, 1980, pp. 479-480. 
151 Stephan, 1969 offers a fascinating insight into the limits of the limited conflict by examining the Crimean War in the Far East. 
152 See Thornton, 1970. 
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gaining access to the Indian Ocean.153 While the blocking attempt was successful, as Britain and 

Russia would ultimately and officially negotiate and delineate their "spheres of interest" in Central 

Asia, the effort may have been premature. The first British set of invasions of Afghanistan in 1839-

1842 proved relatively unsuccessful as the Afghan uprising annihilated the Indo-British 

contingent, leading to considerable political upheaval at home.154 At that time, Russian territory 

was nowhere near Afghanistan. However, Russia knocked on the door by the second round of 

Anglo-Afghan warfare in 1879-1881, having moved aggressively on the Central Asian sultanates 

in the intervening tears.155  

In the Far East, Britain found Japan in the post-Meiji Restoration era to be a helpful ally. 

Support to Japanese modernization and the Anglo-Japanese alliance aimed at limiting Russian 

influence in the Far East and protecting Britain's preferential access to China. In Japan, Britain 

gained an increasingly competent ally capable of dealing with Russia in the Pacific. With the 

Japanese alliance in place, Britain completed the encirclement of Russia. It would relieve the strain 

on the Royal Navy's force posture as it pivoted to the Atlantic to face the growing German fleet.156 

Japan, for its part, found a country whose geopolitical position its decision-makers could easily 

relate to and whose posture it wished to emulate.157  

The Anglo-American relationship, by contrast, faced a pivotal moment in the 1860s as 

America descended into a Civil War and the Palmerston government chose not to undercut the 

rising United States by intervening on the side of the Confederacy. Confederate diplomats initially 

assumed that the dependence of the British textile industry on cheap Southern cotton would make 

the intervention and recognition likely. They lobbied hard to have Britain intervene, especially by 

working through France.158 Unlike Britain, France was more eager for active intervention. The 

government of Napoleon III had a strong interest in expanding its influence in Mexico, an objective 

that could advance by having a friendly Confederate government bordering Mexico.159 However, 

 
153 See Taylor, 1962; Keep, 1970; and Spear, 1970. 
154 See the discussion in Morrison, 2014 and Forbes 1906 
155 For a discussion of the Anglo-Afghan Wars, see O'Ballance, 1993. 
156 The alliance, however, had a caveat that Britain would not support Japan in a conflict with the United States. Fortunately, this 
alliance was not triggered, as France at the time was allied with Russia, which could have led to a Great War in a very different 
arrangement of alliances than in 1914. Britain and France ignore their commitments to Russia and Japan in light of their cordial 
relations keeping peace in Europe and the world intact.   
157 See Hacker, 1977. 
158 Confederate diplomacy and its challenges are summarized well in Blumenthal, 1966, though the standard work on the issue is 
Owsley and Owsley, 1959. 
159 A discussion of French interests and views is available in Jones, 1997. For a discussion of Lincoln's relationship with Mexico 
and France, see Turner-Tyrnauer, 1962. See also Hanna, 1954, for the Confederate views of the French in Mexico. 
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France would not act without Britain, and British concerns over Canada's security and the 

inadequate performance of its Army in Crimea reduced its appetite for intervention.160 British 

government weighed the issue of losing Northern wheat imports against Southern cotton. Cotton 

stocks were at an all-time high in 1861, and Southern cotton soon proved easily replaceable by 

expanded cotton production in Egypt and India.161 Ultimately, while Palmerston, for a time in 

1862, appeared inclined to consider mediation or even recognition of the Confederacy, a British 

intervention to support the Confederacy during the U.S. Civil War was never seriously 

considered.162 British society and elites were fundamentally opposed to slavery, which would have 

complicated any attempts at building domestic support for intervention.163  

Subsequently, British leaders pursued a rapprochement with the United States. Existing 

language and culture, along with deepening financial and commercial ties, gradually brought the 

United States and Britain closer to one another as the 19th century grew long in the tooth. Anglo-

American relations were relatively cool in the aftermath of the American Civil War. Even in 1895, 

tempers could still flare, as occurred during a diplomatic dispute between Venezuela and Britain 

over borders and territory when the United States Congress strongly asserted that the matter ought 

to be resolved by arbitration - or else. Britain also implicitly accepted American hegemony over 

the Western Hemisphere by accepting arbitration.164 However, America was generally non-

threatening to core British interests in the Commonwealth and Europe, though its growing fleet 

eventually did contribute to the worsening of the Royal Navy’s force planning problem.165 

Ultimately, a rapprochement developed between the United States and Britain, and in 1898 Britain 

even rendered considerable aid to the United States during the Spanish-American War.166 British 

rapprochement with the significant rising power of the period proved crucial to shaping the 

direction of 20th-century history.167 

 
160 An overview of the British relationship with the Civil War is available in Adams, 2006. British concerns about its Army's 
performance see Sweetman, 1984. For British support of the Confederate Navy, see Merli, 1970. 
161 For a discussion of the reorientation of the global cotton trade, see Beckert, 2004. 
162 See discussion in Foreman, 2011. 
163 For the importance of the slavery issue, see Mattson, 1999. 
164 For the Venezuela-Guyana dispute, see Braveboy-Wagner, 1984. Congressional action came about at Venezuela's lobbying; 
see more at Blake, 1942 
165 For force planning issues, see Friedberg, 1988, pp. 180-190. For Anglo-American relations after the Civil War, see Morrow, 
1934. 
166 Britain had been concerned that American control of Cuba would impact its trade interests in the Caribbean. A guarantee of 
eventual Cuban independence allayed those fears. For a discussion of the rapprochement and development, see Gelber, 1938. 
167Allegedly Bismarck said that the most significant event of the 20th century would be that the North Americans spoke English. 
See Cenoz and Jessner, 2000. 
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On the continent, Britain sought to, when and where possible, defer or "manage" crises and 

exercise influence through proxies rather than through direct action – a period often considered as 

relative disengagement from continental affairs. The unification of Italy in 1866 and Germany in 

1871 fundamentally reshaped the continental balance of power by bringing about the defeats of 

Austria and France, two powers whose rivalry had shaped the post-Westphalian period in Europe. 

However, in the short term, the significant realignment in Europe did not affect British commercial 

interests in a significant way. From a strategic perspective, Britain effectively ignored these 

developments, intervening and mediating only at the margins. However, Bismarck, the Chancellor 

of United Germany, recognized both the initial fragility and the relative size and potential of the 

German Empire. Seeking peace after a decade and a half of war, the “Iron Chancellor” engineered 

a series of defensive alliances in Europe – with Austria, Italy, and Russia. These alliances aimed 

to isolate France and prevent it from marshaling a large coalition in any potential future conflict. 

British leaders chose not to be a part of this network and felt no need to balance a rising Germany. 

At first, London perceived the German rise as a virtual guarantee that Britain's traditional opponent 

France would no longer have the luxury of even contemplating challenging Britain. Subsequently, 

Britain’s relationship with France improved steadily despite occasional colonial competition in 

Africa.168 

British decision-makers were primarily interested in keeping their economy growing and 

their markets expanding. They did not actively work to remain in a leading role and were already 

at an advantage, so they pursued and valued stability. The likes of Gladstone, Disraeli, and 

Salisbury followed Palmerston. The foreign policy philosophy of these three men was broadly 

like that of Palmerston, but their focus steadily shifted further away from Europe. As a result, 

Britain stayed on the sidelines of European affairs in a state of "splendid isolation."169  

Within its Empire, Britain sought to exploit and sustain control over its colonies while 

exploring ways to foster greater burden sharing by white-majority dominions – e.g., Canada, 

Australia, and New Zealand. Initially, British policy aimed to restore the high profitability of 

British exports experienced at the beginning of the century in the face of growing global 

competition.170 While the volume of British exports increased rapidly between 1815 and 1850, the 

 
168 Taylor, 1962 and Robinson, and Gallagher, 1970 discuss the international relations of this period.  
169 For a discussion of splendid isolation, see Charmley, 1999. 
170 See Cain and Hopkins, 1980, pp. 481. 
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value growth was much slower due to falling prices.171 Much of the exports were focused on the 

Empire since many European countries steadily established and maintained tariff barriers against 

British goods to protect their nascent industries. The Charter Act of 1833 removed British East 

India's monopoly, turning India into a growing destination for low-end British manufacturers, and 

spurred on a further expansion of British control over the sub-continent.172 Later in the century, 

reinvigorated colonialism in Africa opened additional commercial opportunities for British 

goods.173 Colonial policies toward the "empty" Canada, Australia, and South Africa helped 

advance their development in this period. However, their core objective was to support the 

development of metropolitan Britain.174 

Back on the British Isles, growth in suffrage highlighted a political struggle between a 

laissez-faire approach preferred by the establishment and the promise of a welfare state. Successive 

Chancellors of the Exchequer continued the policies of light taxation and kept expenditure limited 

mainly to defense and debt service. British culture of fiscal orthodoxy was so strong that after the 

liberal expansion of education subsidies and the growth in the size of the Navy and the Army had 

increased spending from eleven to fifteen percent of the national income. British leaders like 

Balfour and Chamberlain operated in the mindset of indebtedness cent of national income or two 

hundred million pounds were often thrown out as the maximum acceptable size of government 

around this time, without much analytical backing.175 As a result, the late 19th century period of 

continued laissez-faire economic management combined with lower interest rates freed 

considerable wealth for business ventures. Much of this capital flowed to the overseas British 

Empire.176 These financial flows were further encouraged by government guarantees and the 

chartering of new colonial companies,177 178 British financial and commercial interests benefited 

along with manufacturers who supported British ship-building and railroad construction or 

associated machinery and equipment providers.179  

 

 
171 See Cain and Hopkins, 1980, pp. 475. 
172 See Dutt, 1906, for a discussion of British India policy in the pre-Victorian era. 
173 For British African policy, see Gallagher, 1950. 
174 See Winch, 1963 and Johnstone, 1972 regarding colonization and emigration policy vis-à-vis Canada, South Africa, Australia, 
and New Zealand. 
175. For the attitude, see Friedberg, 1988, pp. 92, 125. 
176 See Knaplund, 1970, pp. 399-401. 
177 The Imperial East Africa Company, the Royal Niger Company, and the South Africa Chartered Company are particularly 
notable. The Colonia Loans Act provided low-interest loans for infrastructure development in the Empire. 
178 See Knaplund, 1970. 
179 Knaplund, 1970, pp. 394-396. 
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The domestic political debate focused on maintaining an economic competitiveness model 

inherited from the early 19th century. However, by the turn of the 20th century, British 

comparative advantage was in the higher productivity of its workers combined with advanced 

engineering and design capabilities and a well-developed financial sector.180 Even though British 

imports and exports had tripled in value between 1830 and 1870, British “invisible exports” – 

shipping, banking, and insurance - closed the trade deficit gap. Britain's overseas investment 

increased seven-fold between 1830 and 1870 and doubled again by the end of the century.181 Since 

the repeal of the Corn Laws in 1846, Britain had maintained an unqualified free trade policy, which 

enabled the cheap import of raw materials and food.182 In comparison, Germany and the United 

States enjoyed the advantages of large internal markets that enabled the fast growth of their 

industry behind substantive tariff walls.183 The widespread desire to continue with exports of lower 

value-added British products and services led the Colonial Office to redouble its efforts to tap the 

potential of the British Empire. However, having been granted self-government, more developed 

dominions increasingly sought to protect their nascent industries from British imports.184 

Commercial interest groups supported the development of a unified Imperial market by abolishing 

all tariffs for goods coming from within the Empire and reestablishing British tariffs on non-

Imperial goods.185  

After decades of splendid inaction and little change in Britain's approach to the world, its 

decision-makers reached a strategic pivot point around the turn of the century. However, it needs 

to be evident that they were aware of the criticality of the moment. The British Army had proved 

unprepared to fight the extended Boer War insurgency that arose in South Africa and lasted from 

1897 to 1905. Instead, Britain quickly expanded the size and quality of the British Army, which 

had long been the short pole in the tent of British power. Even with that expansion, the all-

volunteer professional British Army was still smaller than the sizeable continental conscript 

armies.186 The Boer War experience added to the Balfour government's sense of urgency at the 

 
180 See assessment in Friedberg, 1988, pp. 24-33. 
181 British imports increased from 100 million pounds to 300 million, and exports went from 71 million to 200 million. Overseas 
investment had increased from 110 million to 700 million. Britain had approximately 60 percent of global shipping tonnage. See 
Thomson, 1971. overseas investment more than tripled to 2.5 billion by 1898. See Knaplund, 1970. 
182 See discussion in Kindleberger, 1975 and Nye, 1991. 
183 See the discussion in Webb, 1980, Lake, 1983, and McKeon, 1983. 
184 See Knaplund, 1970, pp. 392-394. 
185 See Friedberg, 1988, pp. 33-51. 
186 For a discussion of British Army expansion, see Friedberg, 1988, pp. 209-278. For the balance of power, see Kennedy, 1989, 
pp. 203. 
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turn of the 20th century, as they worried about the potential for further unrest in the colonies and 

dominions.187 Germany's "Tirpitz Naval Laws" authorized the construction of a sizeable ocean-

going fleet. Laws passed in 1898, 1900, and 1905 represented a formal statement of a challenge to 

British naval power. In order to balance out a potential combination of Russian and French fleets, 

starting with the Naval Defense Act of 1889, Britain had maintained a policy that its Navy would 

be larger than the following two fleets combined.188 At first, the British naval building program 

attempted to meet the combined challenge of the German, French, and Russian naval build-up.189 

However, due to the rapid construction of the United States Navy, the desired two-power standard 

for the size of the Royal Navy could no longer be formally met by the resources of metropolitan 

Britain alone.  

British politicians recognized that the evolution of colonial politics and global trade flows 

would likely require adjustments in the structure and governance of the Empire. Late 19th-century 

British conservative governments under Lords Salisbury and Balfour considered policies that 

sought to bring more significant consolidation of the Empire into a more unified trade sphere and 

leverage more of its resources toward common defense. 190  In an age of steamships and the 

telegraph, the idea of greater representation of at least the Anglo-majority dominions in 

Westminster was becoming more feasible.191 In exchange, establishing a large tariff-protected 

imperial trading market offered the potential to improve Britain’s global competitiveness and draw 

the dominions’ into greater participation in defense burden sharing.  

These actions were necessary to enable Britain to keep up with the looming issue of 

Germany, the United States, and Russia, eclipsing the economic power of metropolitan Britain by 

itself. A series of Colonial (later named “Imperial”) Conferences convened the representatives of 

the self-governing dominions, starting in 1887, and repeated those meetings every three to five 

years to discuss Empire-wide issues.192 These issues included the establishment of an Empire-wide 

free-trade zone with a standard tariff schedule for non-Empire trade, the growth of common 

 
187 See discussion in Penny, 1967; McCracken, 2003. Further, for a discussion of Balfour's views, see Friedberg, 1988, pp. 240-
254. 
188 See Friedberg, 1988, pp. 190-205. 
189 See the discussion in Gordon, 1974. 
190 See discussion in Thornton 1985, Ferguson 2008, and Fieldhouse 1984. 
191 See Hyam,1980. One of the arguments was that the time required to reach Australia from London was less than what was 
needed by various American states to reach Washington before the establishment of the railroads, and the United States managed 
to function as a unified international actor. 
192 A study of colonial and imperial conferences is available in Kendle, 1967. 
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Imperial governance institutions, a common foreign policy, and common funding for Imperial 

armed forces that would have enabled greater burden sharing by the dominions.193  

The imperial conferences were predicated on "freedom and voluntarism" of association 

with Britain; the dominions expressed little appetite for an imperial federation or more significant 

burden-sharing in defense. For example, the Canadians were concerned that external tariffs would 

damage relations with the United States, and Australia worried that providing troops to the 

Imperial Armed Forces would undermine its self-government.194  However, advocates of the 

Imperial Federation believed that if Britain herself could set the example by establishing 

preferential tariffs for Empire goods, other elements of consolidation would follow.195  

However, tariff policy was a divisive enough political issue only resolvable at the ballot 

box. In 1903, the Colonial Secretary and the leader of the Liberal-unionists, Joseph Chamberlain, 

left his post in government to take the case for more significant Empire consolidation through trade 

directly to the voters. He campaigned across Britain to the 1905 election.196 The 1905 election 

proved to be a watershed moment, as the voters of Great Britain had an opportunity to set the future 

of British grand strategy by giving the Empire greater economic heft to compete globally against 

the immense rising powers like America and Russia.  

Remarkably, around the same time as the future of the British Empire was litigated on the 

ballot box, British decision-makers waded back into European politics. As the 19th century ended, 

continental Europe polarized into two competing blocks – the Franco-Russian Entente of 1892 on 

one side and the German-Austrian-Italian Triple Alliance on the other. Due to their respective 

alliances with Russia and Japan, the Russo-Japanese War in 1904 threatened to drag France and 

Britain into war with one another. However, instead, the two governments chose to settle their 

differences and band together in an alliance of their own.197 The formation of the Anglo-French 

Entente Cordiale in 1904 denied the Germans any hope that Britain would join the Triple Alliance 

between Germany, Italy, and Austria-Hungary.198  

 
193 See Dawson, 1937 and Olivier, 1954. 
194 For Canadian views, see Douglas, 1894, and Ewart, 1908; for settlement colonies, see Cole, 1971; for Australian views, see 
Grimshaw, 1958. 
195 For imperial federation views, see Smith, 1921; Tyler, 1938; Wilde, 1956; and Zebel, 1967.  
196 See Friedberg, 1988, pp. 64-77. 
197 Steiner, 1959 and O'Brien, 2003 discuss the Anglo-Japanese alliance. 
198 Rolo, 1969 and Williamson, 1990, describe the Entente Cordiale. 
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Of course, there was no predetermination regarding the alliance with France. For a period 

around the turn of the century, there had been a strong movement in British politics centering on 

the Liberal Unionist party of Joseph Chamberlain, which advocated an alliance with Germany. In 

this worldview, traditional concerns about France and the fear of Russian expansion limited 

Britain's ability to conclude a deal with the Entente powers. However, the build-up of the German 

Navy, along with German economic expansion, colonial adventurism, and Kaiser Wilhelm's 

threatening tone, made Germany appear the more significant threat to the British Empire. In 

addition to the Anglo-French alignment, by 1907, British leaders agreed to an Anglo-Russian 

Entente, and Britain became the keystone of the anti-German alliance in a polarized Europe.199 By 

1912 Britain won the naval race with Germany, partly because the German government had to 

redirect funds towards its land forces to match the expansion of the Russian Army.200 With the 

rearmament complete, the Europeans had primed the powder keg. 

4.7. What was the historical outcome of British choices? 

Efforts toward consolidating the Empire failed at the ballot box in Britain, but they had 

faced headwinds due to the strong parochial interests of the individual dominions. The European 

network of competing alliances combined with a lack of understanding of the exact consequences 

of large-scale war between industrial powers turned Europe into a ticking time bomb. This time 

bomb ultimately went off in 1914, starting World War I. The last vestiges of the Concert of Europe 

evaporated on the fields and trenches of Flanders. Even though Britain was on the side that 

eventually won, the Great War proved devastating to Britain's power and influence. However, as 

Russia and America isolated themselves, one by civil war and bolshevism and the other by its 

politics, this decline was not immediately apparent. Between the two world wars, Britain appeared 

to still be in a global leadership role, even though its economy stagnated, and centrifugal forces 

threatened to pull apart its Empire. However, the cataclysmic effects of the 1929 financial crisis, 

the subsequent Global Depression, and ultimately the Second World War laid bare Britain's 

weakness. They showed the world that the British were no longer the leading global power. While 

the Empire still stood at the end of World War II, Britain was broke, tired, and divided. In the 

 
199 See Williams, 1966. The Entente with France delineated the interest spheres in Africa - see Nicolson, 1954 - while the Entente 
with Russia came with a price of defining interest spheres in Iran – see the discussion in Greaves, 1968, and Klein, 1971. 
200 See Padfield, 1974, for the description of the race and Langhorne, 1971. Lynn-Jones, 1986, Maurer, 1992 for 1912 slowdown.  
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subsequent decades, Britain did its best to orchestrate an orderly dismantling of its Empire and 

emerged as the closest ally of the new dominant power – the United States.  

In Britain, the 1905 election proved pivotal for both domestic and imperial policy and the 

long-term British role in global politics. Chamberlain’s Liberal-Unionists and Balfour’s 

Conservatives suffered a resounding, landslide defeat by Campbell-Bannerman’s Liberals, 

assisted by the emerging Labor party, who made a compelling populist argument against ending 

free trade in favor of a broader social safety net.201 Without a common trade area to anchor it, other 

elements of the imperial consolidation agenda also fell by the wayside, as no common military or 

governance structure emerged.202 British voters instead saw the introduction of critical elements 

of a national social safety net – unemployment and public health insurance, old age pensions, and 

free school lunches. These policies took advantage of Britain's solid finances to reduce the impact 

of inequality in society while significantly expanding the scope and role of government. 203 

By 1914, competing alliances and a broad lack of understanding of the consequences of 

large-scale war between industrial powers turned Europe into a ticking time bomb. British change 

in strategy from isolation to participation in the polarization of Europe completed the system of 

interlocking alliances. An open and prosperous global economy, combined with a lack of 

widespread understanding of the destructiveness of industrial age warfare, stoked economic and 

military competition among great powers.204 Fervent nationalism and collective delusion about 

great power wars as relatively brief affairs with limited objectives created an explosive mixture in 

Europe.205  

A disaster was narrowly averted in 1908 during the Bosnian Annexation Crisis when the 

last remnants of the Concert of Europe-era norms kept Austria-Hungary and Russia from going to 

war with one another.206 Nevertheless, the German-proposed conference in 1909 did not 

materialize, and it was in 1912, in the aftermath of another Balkan crisis, that Britain convened 

another conference, this time in London. There, Great Powers met in congress for the last time, 

 
201 To counter Chamberlain's campaign, the simple comparison of the size of the two loaves of bread (Big loaf, little loaf) baked 
with the amount of wheat at what would have been a price under Empire tariffs vs. what the price was under free trade. 
202 For a discussion of the 1906 election, see Russell, 1973 and Irwin, 1994. 
203 Background on the social safety net in the 19th century can be found in Boyer, 2007. For a discussion of liberal welfare 
reforms between 1906-1914, see Hay 1977; Orloff and Skocpol 1984; Valocchi 1989; and Daunton 1996. 
204 The first round of globalization is discussed in Bayly, 2004 and the lack of understanding of the destructiveness Howard, 1970 
205 The lack of understanding of the destructiveness in 19th-century wars is discussed in Tuchman, 1994 and Howard, 1970, 
particularly pp. 240. 
206 For the drama surrounding Austria-Hungary’s decision to annex Bosnia and Herzegovina, see Schmitt, 1937 and Stevenson, 
1997. 
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once again preoccupied with the Eastern Question as they had been a hundred years earlier.207 The 

1912 conference resulted in another treaty imposing a solution decided by the great powers upon 

local states and populations.  

European politics appeared "business as usual"; however, as the spring of 1914 turned to 

summer, the people of Europe ran out of luck.208 The Balkan powder keg went off in August of 

1914, and the last vestiges of the Concert of Europe evaporated on the fields and trenches of 

Flanders in the years to come. Britain was on the winning side -- though not without help from the 

United States, which entered the war in 1917. The post-war settlement redrew the map of Europe 

in a way that would have been unimaginable just a few years before. The offending powers of 

Germany and Austria-Hungary found themselves punished, broken up, and excluded from the new 

order.209 Following a republican revolution in 1917 and a subsequent communist counter-

revolution, Russia devolved into a brutal civil war that consumed nearly a quarter of all Russians. 

Eventually, the upheaval in Eurasia resulted in the emergence of the Soviet Union as the world's 

first communist-led great power, generally shunned by the international community.210  For its 

part, America briefly and triumphantly emerged on the international political scene in 1919, as 

President Wilson led the charge for a more formalized global order and the establishment of a 

League of Nations, an institutionalized, formalized, bricks-and-mortar dispute resolution 

mechanism. However, the U.S. Senate did not share his enthusiasm and chose not to ratify the 

Versailles Treaty. 211 Subsequently, with the election of President Warren G. Harding in 1920, the 

United States largely excluded itself from the new international institutions, apart from concluding 

a set of successful global arms control negotiations – the Washington and London Naval Treaties 

in 1922 and later on in London in 1930.212 

Since Russia and America isolated themselves, one due to civil war and bolshevism and 

the other because of its domestic politics, Britain’s decline was not immediately apparent. The 

American economy had outpaced Britain’s long before the First World War, and the disparity 

increased even further in the 1920s. After World War I, America's military, and diplomatic status 

 
207 Discussion of the 1912 conference and the Balkan Wars can be found in Hall, 2000.  
208 The diplomacy in July/August 1914 is described in Tuchman, 1994. 
209 For the aftermath of World War I, see Maier, 1975 and Silverman, 1982. 
210  Good backgrounders on the Russian Civil War are Lincoln, 1989, and Mawdsley, 2007. 
211 Wilson's quest is described in Knock, 1992. Discussion of American politics surrounding the League of Nations ratification 
can be found in Lodge, 1925. For a British perspective on the "great betrayal," see Egerton, 1978. 
212 See the discussion of the Washington Naval Treaty in Goldstein and Maurer, 1994. For British (and French) views, see Birn, 
1970. 
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were considered at least on par with Britain's, as indicated by the equal tonnage quotas for the 

United States and Great Britain in the Washington Naval Treaty.213 However, America's disinterest 

in great power affairs outside its sphere of influence gave Britain considerable latitude to conduct 

policy as usual in the rest of the world.  

Britain thus assumed a role like it had held before World War I, though it now had a formal 

forum to conduct much of its interwar foreign policy – the League of Nations. The League 

arbitrated several minor disputes arising in the 1920s and early 1930s, primarily due to the 

incompleteness of the post-war settlement. It also prevented some conflicts, such as the standoffs 

between Greece and Bulgaria and between Columbia and Peru.214 All of these successes occurred 

in the areas of the world where the interests of the large new powers, the United States, the Soviet 

Union, and Japan, were not at stake. However, the League of Nations was never able to live up to 

its potential - in addition to America, the League excluded revolutionary Russia, with Germany 

initially not even invited. The League is thus a great contrast to the treatment of France after the 

Napoleonic Wars.215 

The British Empire balkanized even further between the two wars. The Anglo-majority 

dominions like Australia, Canada, and New Zealand, as well as the newly formed, white-governed 

South Africa, had all deployed forces to Europe during World War I. The Mobilization of these 

contingents under a separate identity from metropolitan British forces served to galvanize the 

emergence of separate national identities.216 Reflecting these changes, the British Empire officially 

became the British Commonwealth of Nations at the 1923 Imperial Conference. In 1926 the 

Balfour Declaration formally defined the different parts of the Anglosphere as equal entities that 

were “in no way subordinate to one another in any aspect of their domestic or external affairs, 

though united by a common allegiance to the Crown.” Subsequently, the 1931 Statute of 

Westminster gave all dominion parliaments legislative freedom from the British Parliament, 

effectively transforming the Empire into a personal union of separate, independent, and sovereign 

states.217  

 
213 Ibid 
214 For British and French foreign policy between the two wars and their respective utilization of the League of Nations, see 
Wolfers, 1966. 
215 For a contemporary American view, see Fenwick, 1936; for a more comprehensive overview, see Northedge, 1986. 
216 For a discussion of Australian identity, and development, see Meaney, 2001 as well as Tranter and Donoghue, 2007 for a post-
colonial view. 
217 Hall, 1926 describes the genesis of the Balfour Declaration. The 1931 Statute of Westminster is discussed in Mansergh, 1952, 
Where 1953, and Dixon, 1965. 
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In addition to the Dominions, restlessness extended to the other parts of the British Empire. 

Inspired by Britain's difficulties putting down the Boers, Ireland rebelled and gained its freedom 

through a post-World War I insurgency (1919-1921). However, the new Irish Free State nominally 

remained a part of the Commonwealth, giving Britain a face-saving exit.218 In India, there was 

growing pressure on the British Raj for self-governance and a status at least equal to that of the 

more autonomous dominions like Canada and Australia. However, internal divisions among 

Indians allowed the British to maintain a shaky hold over the increasingly restless subcontinent.219 

The cost of maintaining the Empire increased relative to the fiscal abilities of indebted Britain, and 

successive governments struggled to balance the need for and the cost of Imperial majesty.220 As 

seen in Figure 26, some parts of the Empire did not generate central government revenues above 

what was necessary to fund the colonial government. The disparity grew with Britain bearing the 

rising development, protection, and control costs.221  

 
Figure 26 - Distribution of Population and Government Revenues in the British Empire in 1939 

SOURCE: Frankema, 2010. 

 
218 Irish War of Independence background can be found in Hopkinson, 2004. For the relation of the Irish Free State with the 
Commonwealth, see Harkness, 1969. 
219 Discussion of Britain and India between the wars can be found in Gallagher and Seal, 1981. 
220 For the British imperial policy between the wars, see Darwin, 1980.  
221 For a discussion of the costs and benefits of the British Empire, see O'Brien, 1988. For a discussion of revenues vs. spending 
in the Empire, see Frankema, 2010 and 2011. 
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The cataclysmic effects of the 1929 financial crisis, the subsequent global Depression, and 

ultimately the Second World War further revealed Britain’s weakness. The policy response to the 

Great Depression swept away the globalized society that had emerged in the late 19th century 

under Pax Britannica through a worldwide wave of protectionism and competitive 

devaluation. This global economic crisis started in 1929 as a financial crisis that triggered a 

tremendous fall in aggregate demand. It was made worse by devastating policy actions and 

reactions of the world's governments – a global spiral of trade protectionism and currency 

devaluation.222 At this stage, Britain was among the world’s most developed economies. However, 

it was highly reliant on income from exports of goods and services and was the de facto reserve 

currency holder. The closing of the international economy that followed the Great Depression was 

particularly damaging to Britain. The Depression devastated an economy that was already on life 

support following Britain’s return to the gold standard in 1925, after a World War I hiatus. 

Subsequently, global devaluations forced Britain off the gold standard for good in 1931.223 

The Great Depression occurred in a world that was already an increasingly dangerous 

place. In the 1920s, communist ideology threatened to spread beyond Russia. After the 

Communists prevailed in the Russian Civil War, the newly established Soviet Union slowly grew 

into a crusading revolutionary regime, putting it at odds with the capitalist world.224 Japan had 

defeated Russia in 1904-1905 and participated in World War I on the Allies' side, yet still felt 

treated as a second-rate power. In response, Japan set its sights on conquering China and 

establishing a colonial empire that would be competitive with the Western powers.225 At the end 

of World War I, punishing Germany and reducing its war-making potential were the primary goals 

of Britain and France. The Versailles treaty imposed large reparation payments and unprecedented 

limitations on the size and composition of German armed forces. The humiliating terms stoked a 

 
222 James, 2002 presents an argument for the divisive spiral that followed the 1929 financial crisis. 
223 The Depression also provided a temporary opportunity to implement Empire Free Trade Zone in 1931 in response to the 
global increase in tariffs which included the American Smoot-Hawley Tariff Act that had severely impacted the Canadian 
economy and thus removed the Canadian objections to the scheme. While these moves temporarily benefited the British standing 
in the world and brought the Commonwealth closer together, and stabilized its financial sector, on the whole, the demand for 
British exports was low, and the Empire Free Trade proved to be only a temporary policy. See discussion in Bernanke, 1983, 
Eichengreen and Temin, 1992, Rothermund, Dietmar, 2002. 
224 Discussed in Dallin, 1942 and Degrass, 1953. 
225 Japanese imperialism regarding China is discussed in Beasley, 1987 and Coble, 1991. 
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nationalist revival in Germany,226 and the rise of Nazism and Hitler’s desire for German hegemony 

in Europe pushed the world into another war.227  

Highly indebted, Britain was not eager for another war. After World War I, British 

government spending was cut by 10% in real terms while taxes remained constant at an elevated 

level in the Treasury's attempt to maintain control of the debt.228 British economy remained in 

recession for most of the 1920s with stubbornly high unemployment. The 1930s Depression then 

took a further heavy toll on Britain as unemployment doubled and government revenues tumbled. 

A proper economic recovery would not occur until the war build-up in the late 1930s.229 The 

continuing culture of debt-driven austerity can be in part linked to the meek initial response of 

Britain and France to the rise and militarist attitude of the Axis powers.230 Subsequent attempts at 

accommodation proved ineffective, and when World War II finally came in 1939, it was not a war 

that the Empire could afford, as seen in Figure 27.  

 
Figure 27 - British Expenditure and Revenues as Percent of GDP 

SOURCE: Clark and Dilnot, 2002. 

 
226 An overview of the effects of the Versailles treaty can be found in Boerneke, Feldman, Chickering, Forster, and Glaser, 1998. 
227 Another side effect of the limitation on the German military strength was that the men that would likely have been in the 
German Army in the 1920s found their way into radical street militias like the Nazi Party's Sturmabteilung (S.A. – the Storm 
troopers). 
228 The 1920s cuts came primarily from the defense accounts, which declined by 42 percent in one year, partially enabled by the 
imposition of a global naval arms control regime. 
229 See Kindleberger, 1986 and Thornhill, 2011. 
230 This is further discussed in Imlay, 2003. 
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By 1944, as the war drew to a close and the Allies' victory looked to be only a matter of 

time, it became increasingly clear that Britain was now the junior partner to America.231 Britain 

was at the table at Yalta as the new post-war global order came about, but the two superpowers 

held the reigns – the United States and the Soviet Union. Formally, the British Empire stood 

proudly victorious at the end of World War II, as seen in Figure 28, just as it always had. However, 

the game was up - Britain was broke, tired, and divided. 

 
Figure 28 – Allied Leaders – Churchill (U.K.), Roosevelt (USA), Stalin (USSR) at the Yalta Conference in 1944 

SOURCE: U.S. Army Signal Corps via the National Archives 

 

In subsequent decades, the British leaders did their best to orchestrate an orderly 

dismantling of the Empire and embraced their role as the closest ally of the new dominant power 

 
231 For a discussion of Anglo-American relations in World War II and the transition of power, see Kimball, 2011; Reynolds, 
1988; McKercher, 1999; Dobson, 2002. 
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– the United States. At first, Britain sought to continue to exert global influence despite dire 

economic and financial straits at home and a crumbling Empire. India, the "crown jewel of the 

British Empire," was lost in 1947, as Britain judged the prospect of fighting an uprising in a 

colonial possession whose population was ten times the size of its own to be beyond its fiscal 

means.232 The rapid technological change meant that legacy military assets were of limited utility. 

There was little money available to replace the surviving battleships with carriers and propeller-

driven bombers and fighters with jets.233  

British first attempted to retrench and focus their interests on a smaller sphere of influence 

– the “West of Suez” approach. However, that lasted only until 1956 and the embarrassing defeat 

of the Anglo-French forces in the Suez Intervention. Most importantly, Suez made it clear to the 

world that Britain was no longer free to act unilaterally in world affairs. The United States, which 

was decidedly opposed, threatened to crash the value of the sterling by selling en masse the pound-

denominated British bonds held by the U.S. Treasury. Then the U.S. successfully collaborated 

with the Soviets, bypassed the British and the French vetoes in the U.N. Security Council, and 

imposed a U.N. General Assembly-mandated ceasefire. It was suddenly clear to the world and the 

British themselves that the global role was ending. 234 

After 1956, the policy of ordered Imperial retrenchment gave way to an ad hoc process. 

With colonial divestitures mostly complete by 1968, Britain focused on defining its position in the 

emerging European order and strengthened its special relationship with the United States. The 

Royal Navy shrunk to an Atlantic-based anti-submarine force, and the Royal Air Force gave up its 

strategic bombers.235 There has yet to be an explicit agreement on when the Empire ended. In June 

of 1997, as seen in Figure 29, the Union Jack was lowered for the last time over the Governor’s 

Mansion in Hong Kong, marking the transfer of sovereignty over this last vestige of colonialism. 

It was the final sunset for an Empire on which the sun never set. 

 
232 Discussed in Dockrill, 2002. 
233 See Martin, 1969; Holland, 1984 and Dockrill, 2002 
234 For the history of diplomacy surrounding the Suez crisis, see Kunz, 1991 and Verbeek, 2003. 
235 See Wallace, 2005 and Ferguson, 2008. 
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Figure 29 - British Flag Lowered over the Government House 

SOURCE: CNN, June 26, 1997. 
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5. ANALYTICAL FINDINGS AND POLICY RECOMMENDATIONS 

In both case studies, loss of global leadership is observed only once domestic foundations 

of power become significantly degraded or obsolete by a changing world. Several findings emerge.  

1. Leaders were aware of their vital challenges and sought to design reforms to address those 

challenges. However, executing such reforms proved politically and procedurally impossible.  

2. Decision-makers of leading powers were sensitive to their global and domestic reputation – as 

a result, they persisted in pursuit of losing policies or strategic quagmires, as reversing course 

would signal weakness and vulnerability. Compared to Spain, Britain was less constrained by 

this phenomenon due to a faster turnover in leadership caused by a more democratic system of 

government.  

3. International institutions of the period were generally more helpful for corralling allies than 

constraining challengers. Over-reliance on rigid rules backfired and denied the hegemon's 

ability to exercise power, as was seen in the case of Spain and the Catholic Church. 

4. In both cases, the primary strategic objective of decision makers was to prevent the emergence 

of a countervailing alliance of challengers. The pursuit of this objective ultimately brought 

about devastating global wars. Still, Britain’s greater ideological flexibility enabled it to be on 

the winning side and avoid a significant socio-political disruption once the ideologically nearer 

challenger assumed the mantle of leadership.  

Although U.S. leaders often believe themselves in a position like that of Britain, there are 

also deep parallels between the U.S. position and that of Habsburg Spain: failing global 

institutions, decades of global warfare, and an inability to address growing domestic fiscal and 

social challenges. The research in this dissertation indicates that the following set of policies could 

be worth considering.  

1. An absolute necessity of shoring up internal political and economic stability as it is the core 

basis of all foreign power. 

2. The focus of diplomacy should shift to building and strengthening structures that enable 

productive relationships with like-minded allies and partners rather than universal global 
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governance – with a greater emphasis on expanding networks like NATO and the G7 instead 

of the U.N. and the G20.  

3. Operating in a democracy gives American leaders the ability to cut losses and make tactical 

alliances where necessary, even at the cost of short-term reputational damage.  

5.1. Tectonic lessons from the two case studies 

In both case studies, loss of global leadership occurred only once domestic foundations of 

power became significantly degraded or made obsolete by a changing world. Several associated 

findings emerge. Top leaders identified critical challenges and attempted to implement reforms 

they believed would help them retain their position among the top-tier global powers. However, 

executing such reforms proved politically and procedurally impossible until it was too late. 

Second, decision-makers of leading powers were sensitive to their international and domestic 

reputation – as a result, they persisted in pursuit of losing policies or remained trapped in strategic 

quagmires, afraid that reversing course would signal weakness and vulnerability. Compared to 

Spain, Britain was less constrained by this phenomenon due to a faster turnover in leadership 

caused by a more democratic system of government. Third, international institutions, as they were 

then, were generally more helpful in corralling allies than constraining challengers. Over-reliance 

on rigid rules backfired and denied the hegemon's ability to exercise power, as seen in the case of 

Spain and the Catholic Church.  

5.1.1. Continued leadership requires the capacity to reform and keep pace with the 
demands of the changing world 

Britain and Spain gained leadership positions based on a favorable combination of size, 

external wealth, military prowess, and technological or financial advantage. Their leadership was 

in apogee while these advantages lasted and became troubled once they began to erode. In the case 

of Spain, there is strong evidence that much of that erosion was self-inflicted. Spanish leaders' 

unfavorable economic and outright genocidal social policy purged religious and ethnic minorities 

in the Iberian Peninsula and degraded many of the Habsburg inheritance's advantages. In the case 

of Britain, the decline was the result of socio-economic gravity reasserting itself. A small, cold 

island off the coast of Europe could use its position and technology to lead the world only for so 

long before larger competitors found ways in which to improve upon their methods. Even though 
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leaders of both powers at the respective inflection points clearly understood what needed to be 

done and tried to implement such reforms, internal political and bureaucratic obstacles denied them 

the opportunity to implement such changes.  

In the case of Spain, the reform efforts during the ministership of Olivares sought a more 

united political system and a more stable financial base that shared the burden of global leadership 

with realms beyond Castile. However, the Habsburg oligarchy could not overcome parochial 

regional and class interests within their diverse agglomeration of realms. They could not 

modernize their political system nor transform the loose Habsburg Empire into a centralized state 

even on the Iberian Peninsula, and certainly much less with their holdings across Europe and the 

World.  

In the case of Britain, the turn-of-the-century effort to consolidate parts of the British 

Empire was the last-ditch attempt to create something greater than the sum of its parts and improve 

Britain’s competitiveness in the 20th century. However, short-term domestic economic and 

political sacrifices necessary to make the Empire more cohesive proved non-viable in the face of 

the newly enfranchised British populace and the parochial interests of the dominions.  

What we can take away from this is that a leading power has to maintain its sources of 

strength in the face of a changing world. In both cases, this would have required modernizing and 

consolidating internal structures and rebalancing the burden of exercising global power. There is 

strong evidence that leadership recognized their challenges and attempted to reform, but in both 

cases, failed to implement those reforms in time.  

5.1.2. Reputational fears keep leading powers embroiled in losing propositions, but 
democracies have an easier time pivoting away  

Leading global powers operate at a different scale than their challengers. Though aware of 

global, systemic challenges, the leaders of great powers spend the bulk of their time and energy 

handling various regional, domestic, or even local issues. This myriad of small events plays an 

outsized role in these leaders' priorities because they are aware of the attention paid to their 

decisions and how their performance in these minor stages shapes their reputation. This perception 

raises the stakes of excellent power performance in sideshows to paramount importance in the 

leadership’s eyes. In contrast, the rising challengers have the potential to focus their efforts on a 

single region or issue and use it to demonstrate the leading power's impotence. 
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For the Habsburgs, the eighty-year sideshow in Flanders was the most prominent example 

of such a quagmire. Spanish leaders knew their policies to be unsustainable but could not adjust 

course due to a desire to protect their domestic and international reputations. A slow-moving 

autocratic governance system was to blame for this, as it elevated the tendency for any individual's 

overt effort at advocating for retrenchment or compromise to be perceived as a weakness. At the 

same time, the Habsburg claim to the leadership of the Catholic world and their fiscal subsidies 

from the Church coffers depended on maintaining a public perception of uncompromising 

ideological purity. Dependence on the fiscal transfer from the Church made it practically 

impossible to normalize relations with any party out of communion with Rome since that would 

put the Spaniards' narrative of being pious defenders of the faith at risk. The combined effect was 

that Spanish policy was locked into an uncompromising pathway and could only be modified when 

rare opportunities arose. However, such turnover was rare at the most critical time since favorites 

like Lerma and Olivares or self-governing kings like Phillip II held power for decades.  

In contrast, British foreign policy was also frequently distracted by regional sideshows, but 

the response was overall considerably less dogmatic. For example, though Britain started the 

century relatively uncompromising toward the United States, the reality of rising American 

influence and the difficulty of projecting power onto the American continent became apparent 

throughout the various crises in the 19th century - Venezuela, the Trent and Alabama affairs – to 

name just a few. Though still focused on ensuring full access to British trade, Britain ultimately 

acquiesced to the Monroe Doctrine and reshaped its relationship with the United States from 

competition to cooperation. Similarly, Britain proved capable of adjusting away from long-held 

policies and grudges. For example, both of its ultimate allies in World War I, France, and Russia, 

had been at one time or another during the 19th-century major adversaries on the geopolitical 

scene.  

In this regard, the significant difference between the two cases comes down to the 

frequency at which the governments changed. The more pluralistic society, such as Britain, was 

better positioned to retrench or redirect its efforts, as frequent changes in leadership provided more 

opportunities to change course. Between the Congress of Vienna in 1815 and the Treaty of 

Versailles in 1919, there were 33 prime ministerial administrations, though several men served 
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several times.1 In contrast, the Habsburgs had fewer pivot opportunities, which occurred on 

average only once in a generation - either following the death of a monarch or following a sizeable 

political shock such as a major battlefield defeat that provided an excuse to remove the 

government. In fact, between 1519 and 1643, actual power was wielded by just four men – Charles 

V (1506-1556), Phillip II (1556-1598), and the Dukes of Lerma (1598-1618) and Olivares (1623-

1643).2  

We can take away from this finding that concerns about reputation in relatively minor 

matters can be paralyzing for a leading power, but that democracies may have an easier time 

overcoming this constraint due to more frequent leadership turnover. Any administration in Britain 

and Spain had bureaucratic inertia against changing course. Such change requires admitting that 

previous choices, on which lives, wealth, and careers depended, were incorrect or infeasible. In an 

ultra-competitive political setting, such an admission creates an unsustainable vulnerability. The 

change of decision-maker provides a window of opportunity to shift out of an untenable position 

and pass the blame on the poor performance of the previous government. A democracy like Britain 

had a more frequent turnover and thus more opportunities for course corrections. 

5.1.3. International institutions are more valuable tools for managing allies than for global 
governance or constraining challengers  

International institutions provide a valuable tool for the leading power, particularly in 

managing like-minded allies. As they were then, international institutions were utilized by both 

powers to implement their policy, mobilize and coordinate allies and develop a broader mandate 

for action. However, there is little evidence in the case studies that such institutions were a 

determining factor in relations with hostile powers. In the case of Spain, the presence of hostile 

power within an institution used to coordinate ultimately provided an additional constraint on 

decision-making. However, various formal and informal structures that enabled consultation and 

coordination of like-minded allies proved helpful to both leading powers. 

 
1 Benjamin Disraeli, Robert Gascoyne Cecil (Marquees Salisbury), and William Gladstone each served four non-consecutive 
terms.  
2 The Ministership of Zuniga (1618 - 1623) is an intermission between the kingships of Phillip III and IV and the minsterships of 
Lerma and Olivares. See discussion in Elliott, 1986 pp. 101-127. 
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In the Habsburg case, their reliance on the Catholic Church and its rigid norms of 

international behavior was a legacy of their rise to power. The Church was a key enabler of their 

leadership role in Europe. The Habsburg family came to its position of power by masterfully 

navigating the rigid institutions and succession rules of the existing Renaissance Catholic Order. 

However, the foundations of the Catholic system fractured in the tide of the Protestant Reformation 

in the early 1500s. Nevertheless, Charles and later Phillip II used the structures of the Vatican and 

the Holy Roman Empire to consolidate and stabilize the Catholic side, stopping the tide of the 

Reformation and withstanding the continued pressure from the Ottomans while protecting the 

continued global expansion.  

However, the utility of these structures declined as France reemerged from its divisive 

internal wars and sought a role in Europe commensurate with its size. Such a role required 

supplanting the Habsburgs, but rather than confront them directly, the French leadership under 

Richelieu skillfully threw sand in the gears of the remaining institutions of the Catholic order from 

the inside, as described in Chapter 4. This sabotage denied the Habsburgs the undisputed 

leadership of the Catholic faction in Europe and the ability to mobilize the military might of the 

Holy Roman Empire and the public opinion and the finances of Catholics across Europe against 

France. At the same time, France no longer felt bound by the constraints of the Catholic order. As 

the increasingly fluid European situation demanded, it could form cross-ideological alliances with 

Protestants and even the Ottomans.   

On the other hand, Britain had a more limited approach to institutions. The Congressional 

System served on several occasions to diffuse conflict among European states, especially around 

the continuing crisis of an imploding Ottoman Empire. However, this system lacked formal rules 

and structures beyond occasional consultation, and British commitment to it was also lackluster. 

However, it was sufficiently flexible to provide a vehicle to mobilize a formal opposition to Russia 

in the Crimean Crisis, thus helping Britain further isolate a potential rising challenger. 

Nevertheless, decades of neglect accumulated. By the 20th century, this informal 

consultation system was no longer able to manage increasingly serious disagreements between 

global powers but did, on several occasions, provide a setting to conclude wars. An attempt to 

formalize this system after World War I failed as the League of Nations lacked a universal 

membership to resolve disputes and sufficiently diverse membership to make it unable to act 
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decisively. By the time more formal structures like NATO and the United Nations emerged after 

World War II, Britain was no longer the supreme power. 

The cases evaluated in this dissertation indicate that an institution-building and 

maintenance strategy for a leading power is more likely to succeed with structures that organize 

like-minded powers. There is good evidence that international institutions can provide an effective 

vehicle for a leading power to mobilize like-minded states. However, there is mixed evidence of 

their capacity to constrain emerging challengers. International institutions are inherently 

consensus-based, and if such consensus evaporates or alternative and parallel forums emerge, the 

utility of institutions for the objectives of a leading power declines. As the French-Habsburg 

conflict illustrates, rigid international structures carry an inherent danger that a potential challenger 

may succeed in hijacking the institution and using its rules against the leading power. Structures 

that enable engagement with rising challengers and conflict resolution show less evidence for long-

term success. However, the changing historical context of the 21st century compared to the 17th 

and 19th may be a limiting factor to that analysis. More comprehensive international institutions 

may have more pacifying potential in the modern era, at least as a consultative forum. This 

dissertation indicates that leaders must approach signing up to any rigid rules carefully, as they 

may have more potential to be used to constrain the leading power rather than its challengers. 

5.2. Policy implications for the United States 

Although U.S. leaders often identify with the experience of their British predecessors, there 

are also close parallels between the U.S. position and that faced by Habsburg Spain. These include 

the unraveling institutions of global governance, decades of continuing low to medium-intensity 

global warfare, and an inability to address growing domestic fiscal and social challenges. The 

lessons of this research indicate the following set of strategic objectives as both important for 

retaining a dominant global role under the direct control of the U.S. decision-makers. First is an 

absolute necessity to shoring up the internal stability and global competitiveness of the United 

States, including through long-overdue reforms. Second, building and strengthening structures that 

enable productive relationships with like-minded allies and critical strategic partners rather than 

universal global governance. Third, taking advantage of democratic governance's ability to absorb 

reputational damage to avoid extended quagmires and adjust strategy as needed. 



127 

5.2.1. The key U.S. objective is ensuring continued domestic cohesion, fiscal stability, 
and economic competitiveness 

Global leadership requires the ability to mobilize overwhelming resources when needed. 

The sustained deterioration of the U.S. fiscal situation is putting that in jeopardy. Spain and Britain 

fell from leadership when they exhausted their fiscal capacity and had to downsize their ambitions. 

This deterioration was a gradual process for Spain throughout a long period of declining fiscal 

balance driven by a nearly continuous great power war. For Britain, this resulted from two major 

confrontations with ascendant Germany and a major global economic depression in the interim. 

The United States continues to erode its fiscal balance during relative peace.  

For now, mature financial markets and the role that the U.S. dollar plays in global financial 

flows enable easy financing of American deficits and reduce the impact of sustained fiscal 

imbalance.3 However, the growing stock of debt and a continuing structural fiscal gap may make 

it more challenging to scale up spending when it is most needed. If the United States needed to 

mobilize resources at the scale Britain did in 1914 and 1939, or that the U.S. did in the same period 

and during the 1930s New Deal, a constraint could emerge suddenly.  

Figure 30 illustrates that the debt-to-GDP ratio may reach 194% of GDP in 30 years under 

the current policy. However, if interest rates were to rise to 6.9%—the average rate paid by the 

federal government on its debt in the 1990s—the U.S. debt-to-GDP ratio would move closer to 

250%.4 The 2020 pandemic shock and the 2008 financial crisis have accelerated these trends and 

used up more of the fiscal space bringing the starting point for debt burden in any future crisis near 

the peak attained at the end of World War II. There is an increasing chorus of scholarly voices 

arguing that interest rates are unlikely to increase in the medium term and that, as a result, not only 

are current debt and deficit levels sustainable but there is also room to increase such deficits.5 

Though interest rates may stay low going forward, facilitating such policy, the Habsburg case 

study painfully illustrates that fiscal space may narrow at the most inopportune times.  

 
3 See discussion in Costigan et al, 2017. 
4 See Riedl, 2020.  
5 See Furman and Summers, 2020. 
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Figure 30. Evolution of U.S. Publicly Held Debt and Forward Projections 
Source: Congressional Budget Office, 2020a 

If such a risk remains valid, then the current path of U.S. deficit spending and fiscal 

constraints creates a constant risk that options available to future U.S. decision-makers may. 

However, the critical point is that this policy challenge is one of choice as there are numerous 

policy options for solving it. The Congressional Budget Office's latest estimate is that preventing 

the debt-to-GDP ratio from rising over the next 75 years would require some combination of 

expenditure reductions and revenue increases that average around 1.7 percent of GDP over the 

next 75 years. Such change would represent less than a $300 billion per year shift in the fiscal 

balance, but the later the reform occurs, the higher the cost.6  

A testament to the depth of American power is that despite its politics, the United States 

has remained the most competitive and resilient of the large, developed global economies. Notably, 

the U.S. population remains younger and more productive than any other developed economy.7 At 

the same time, the technological and innovation advantages of the American economy accrue 

considerable financial returns to its private sector, a fact easily observed in its corporations’ 

 
6 See Congressional Budget Office, 2020b. 
7 See OECD Labor Force and Demographic Database, 2010 
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continued dominance of the global technology sector. A survey of U.S. business leaders, shown in 

Figure 31, starkly indicates how U.S. global competitiveness is perceived. 

 

Figure 31 – Assessment of U.S. Competitiveness 

Source: Porter et al., 2019 

All these challenges remain hard to solve due to the continued polarization of the U.S. 

political system. Figure 32 shows the evolution of partisanship between the main parties in U.S. 

Congress from the 1st to the 112th Congress. These challenges are but a symptom of this divide. 

The range of feasible policy options available to policymakers has become exceedingly narrow 

due to the divergent political and values constraints of the two camps.  
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Figure 32- U.S. Political Polarization By Congress 

Source: Smith, 2012. 

The good news is that the policy problems that plague the United States today are not 

insurmountable, and they appear to be less debilitating than those faced by Britain or Spain. Like 

the Victorian politicians and Habsburg courtiers, the continued position of global leadership for 

the United States will be determined first and foremost by the ability of its elected leaders to 

maintain its internal cohesion and global competitiveness. The policy recommendations are clear 

but implementing them will likely need a fortuitous combination of the right leadership and an 

appropriate political moment that provides those leaders with more relaxed constraints and policy 

space open for maneuver. Otherwise, this dysfunction will continue to leave the fiscal and 

economic challenges that can constrain the United States unaddressed. 

5.2.2. As a democracy, the United States has more flexibility in how it approaches its 
leadership role and can utilize it to avoid policy dead ends  

The contrast between the two case studies indicates that as a democracy, the United States 

has a greater opportunity to rethink its global and domestic priorities more frequently and adjust 

course. The United States' own experience shows this – though a less than glorious exit from the 

Vietnam War created domestic and international ripples, long-term reputational damage to the 
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United States left its alliances and global role unaffected,8 though domestic scars took longer to 

heal.9 Both friend and foe have been able to distinguish between the strength of interests at stake.10 

However, recent policy choices, have shown a concerning trend toward an inability to adjust 

course even after several administrations' repeated attempts. In this arena, the United States is 

beginning to act more like Habsburg Spain when historical precedent indicates it does not need to 

be.   

The Habsburg experience would suggest strategic benefits to not playing the role of the 

referee in a deepening religious conflict. However, American policy seems caught between a 

widespread desire to disengage and continued reputational pressure to intervene, consistent with 

the tension of domestic constraints against international policy demonstrated in the two case 

studies. Such an initiative might occur as the political and value constraints widen, for example, 

following an opportunity created by a "realignment" or "wave" election or through the imposition 

of a severe fiscal constraint, as happened to the Habsburgs. The findings of this dissertation suggest 

that global consequences of retrenchment on this or similar issues are lower than is often portrayed, 

but that finding the opportunity to create additional policy maneuver room, given the political, 

fiscal, and values constraints, will be a challenge. The shorter institutional memory in democratic 

governance provides greater policy maneuver space to the United States decision-makers, 

especially vis-à-vis their near-peer competitors in Russia and China. 

5.2.3. The United States should put more emphasis on international structures that bring 
together like-minded allies and key partners than those that constrain potential 
adversaries  

Since the end of World War II, U.S. foreign policy has revolved around two central axes. 

On the first axis is U.S. interaction with near-peer challengers – e.g., the Soviet Union/Russia and 

China –  defined by containment policies and the building of alliances. The second axis has been 

America's leadership role in a worldwide network of like-minded states, aiming to expand the 

reach and strength of the international rule of law and the reach of market economy and free trade. 

The exercise of leadership roles comes through numerous institutional arrangements, ranging from 

 
8 See discussion in Borer, 2004. 
9 See discussion in Simons, 1997. 
10 See Brands, Edelman and Mahnken, 2018.  
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the political (G7) to military (NATO and other alliances) and economic (GATT/WTO, Bretton 

Woods, and others).  

The case studies in this dissertation similarly offer very little evidence that an international 

system of rules can substantively constrain the actions of a potential challenger. At times, the 

United States has attempted to integrate these two strains of its policy by incorporating potential 

challengers Russia and China into the institutions of the broader world order - China joined the 

United Nations in 1971, the G7 expanded to include Russia (making it into the G8) in the 1990s, 

and both countries joined the WTO in the 2000s. However, all those institutions are consensus-

based, and the result has been somewhat abortive. The inclusion of competitors with different 

agendas drove those organizations toward dysfunction. We see examples where potential 

challengers have been able to utilize the institutions of global order to constrain the United States 

(e.g., U.N. and Russia) or circumvent their rules (e.g., WTO and China).  

In contrast, there is ample evidence in both case studies that international structures can 

provide a venue to organize like-minded countries, build a mandate for collective action, and 

magnify their capabilities with some burden sharing. The United States already has many elements 

of a global structure. The United States remains the keystone of diverse military alliances with 

like-minded states, as seen in Figure 33. It is central positioning between the democratic nations 

of Europe, Asia, and the Americans, positions the United States to lead this constellation of nations 

as a coherent block.  
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Figure 33 – Network Diagram of Global Defense Pacts 
Source: Galka, 2016 

This issue carries considerably fewer constraints than the other two policy 

recommendations. It broadly aligns with U.S. values and ultimately reduces the fiscal burden of 

meeting global challenges from the likes of Russia or China through global action and burden-

sharing. Neither Britain nor Spain had a sustained and functional structure like that. However, an 

institutionalized structure that pulls together political, military, and economic considerations may 

be the advantage the United States requires.  

Nevertheless, the major constraint of this policy is that a diplomatic infrastructure for such 

a global organization does not exist, as most of America's closest relationships are either bilateral, 

such as Japan, or regionally oriented, such as NATO. An overt and active creation of a shared 

institutional infrastructure of global alliances may require a  diplomatically intensive effort. Such 

an effort could run into the traditional isolationist tendencies of the American body politic.11 

Though grand gestures and summits of democracies and America’s global allies can be helpful, 

there is a vast range of lower profile sustained engagement modalities that are often not 

newsworthy but can be critical.  

 
11 See Kupchan, 2020. 
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A more diffuse and informal structuring of that network can also help manage the tough 

decisions on what the core membership of such a group may be. Drawing the line and formally 

stating what the U.S.'s most lasting relationships have been and are likely to be in the 21st century 

invites many questions. It brings in complex domestic political dynamics or results in watered-

down over inclusive arrangements. Furthermore, formal membership standards can limit 

America's flexibility and nimbleness in the same way that Catholicism limited Spain's. Suffice to 

say that treaty allies are more likely to have a closer relationship than partners,12 However, it is 

also clear that such a list can evolve. New Zealand moved away from the ANZUS relationship in 

the 1980s, and the United States suspended its alliance commitments, but it remained within the 

"Five Eyes" intelligence sharing framework. New Zealand troops fought with the U.S. forces in 

Afghanistan and deployed twice to Iraq.13 Not insignificantly, a less formal structuring of such a 

bloc has the added benefit of placing the United States squarely at its center.  

   

 

 
12 For differences in definition between Allies and Partners in official U.S. statements, see the discussion by Roulo, 2019. 
13 See Vaughn, 2021.  
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