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1 The Industrial Revolution in England (which
began in the late 18th century and continued
into the 19th century) was not only a signif-
icant economic and technological transforma-
tion but also a process that was shaped and
protected by mercantilist policies. Mercantil-
ism refers to an economic theory and practice
that dominated European economies from the
16th to the 18th century. Its primary goal
was to increase national wealth by accumu-
lating precious metals (such as gold and sil-
ver), fostering exports, and imposing protec-
tionist policies to maintain a favorable trade
balance. These policies were designed to pro-
tect domestic industries and promote economic
self-sufficiency, which played a key role in Eng-
land’s industrialization.

Here’s how mercantilism protected and contributed to the development of Eng-
land’s Industrial Revolution:

1. Protection of Domestic Industry through Tariffs and Trade Barriers

A. Tariffs on Imported Goods

Under mercantilist policies, England sought to limit imports and encourage
domestic production by imposing high tariffs on foreign goods. By making
imported goods more expensive, England could protect its nascent industries
from foreign competition. This was particularly important during the early



stages of industrialization when British manufacturers were still developing their
capacities and technologies. For instance, tariffs on textiles from India and
Europe made British woolen and cotton textiles more affordable for the domestic
market, fostering growth in the textile industry—one of the key drivers of the
Industrial Revolution.

B. Trade Protectionism

Mercantilist policies also involved the monopolization of trade. The British
government, through institutions like the British East India Company, estab-
lished trading monopolies that favored domestic industries. These monopolies
helped ensure that raw materials such as cotton from colonies were imported
at favorable rates, thereby supporting the development of England’s textile and
other manufacturing sectors. By controlling key supply chains, England was
able to protect its growing industries from the competitive pressures of foreign
imports, which allowed them to expand and innovate.

2. Colonial Exploitation and Access to Raw Materials

A. The Role of Colonies in Securing Raw Materials

The British Empire’s colonial holdings provided access to a vast array of
raw materials that were crucial for England’s industrialization. Mercantilist
policy sought to maximize the wealth generated by colonies and ensure that
these resources were channeled to benefit the mother country. For example,
England’s colonies in North America, the Caribbean, and India provided cotton,
sugar, tobacco, and spices, which were essential for feeding England’s growing
industries. Cotton, in particular, became the backbone of the textile industry,
which was one of the first sectors to experience significant industrialization.

B. Triangular Trade

Mercantilist policies also encouraged the triangular trade, which facilitated
the exchange of raw materials, finished goods, and slaves between England,
Africa, and the Americas. This trade not only provided raw materials to British
industries but also created wealth and a market for finished goods. The export
of manufactured goods to colonies and the import of raw materials back to Eng-
land supported the economic conditions necessary for industrial growth. These
policies directly contributed to the accumulation of capital that was eventually
reinvested into technological innovations and industrial expansion.

3. Government Support for Infrastructure and Innovation

A. Investment in Infrastructure

Mercantilist policies also involved significant government investment in in-
frastructure to support domestic industry. The British government made sub-
stantial investments in the development of canals, roads, and later railways,
which were essential for transporting raw materials to factories and finished
goods to markets. The development of the canal system in the late 18th cen-
tury, for instance, allowed coal to be transported efficiently from mining regions
to industrial centers, reducing transportation costs and making it cheaper to
power steam engines in factories. Mercantilist policies ensured that infrastruc-
ture projects were geared toward promoting industrial growth and supporting
the manufacturing sector.

B. Encouraging Innovation and Technology



The British government, through its mercantilist policies, also supported
technological innovation, particularly in industries like textiles, iron, and coal
mining. For example, the development of the steam engine by James Watt was
partially funded by government incentives, which helped to ensure the growth
of industries that depended on mechanized labor. The use of steam engines in
factories and mines transformed production and made it possible for industries
to grow at an unprecedented rate. The government’s role in protecting and
incentivizing the manufacturing sector contributed directly to the success of
industrialization.

4. The Role of Banking and Finance

A. Development of Financial Institutions

Mercantilism also helped create the financial structures necessary for indus-
trial development. The accumulation of wealth through colonial trade and tariffs
led to the growth of financial institutions like the Bank of England (founded in
1694), which played a pivotal role in funding industrial enterprises. The govern-
ment’s policies of controlling trade and ensuring a favorable balance of payments
allowed for the accumulation of capital, which was then used to fund new indus-
tries, infrastructure projects, and technological innovation. The ability to access
credit and investment capital was crucial for the expansion of manufacturing in
England.

B. Capital for Industrial Investment

The wealth generated by mercantilist trade policies also fueled the growth
of private banks and investment funds that could finance industrial ventures.
This was particularly important in sectors like mining, railroads, and manufac-
turing, where initial capital investment was required to build infrastructure and
purchase machinery. The growing capital markets in England allowed for the
accumulation of wealth that was reinvested into industrialization.

5. Mercantilism’s Protection of Early Industries

A. Encouraging Industrialization

Mercantilist policies encouraged the growth of certain industries that were
deemed essential for national economic strength. In the early stages of indus-
trialization, manufacturing was not only seen as a means of creating wealth but
also as a strategy for national security. By promoting domestic manufacturing
and protecting it from foreign competition, the government ensured that key
industries—such as textiles, iron, and shipbuilding—could grow within a pro-
tected environment. This gave England the ability to diversify its economy and
strengthen its industrial base without being overwhelmed by foreign imports.

B. The Role of Domestic Markets

Mercantilist policies also encouraged domestic consumption of locally pro-
duced goods. By ensuring that raw materials were turned into finished products
at home, England was able to create a large internal market for its manufactured
goods, which helped sustain industrial growth. Protective tariffs and subsidies
allowed domestic producers to sell their products within the British Empire,
as well as in foreign markets, without facing direct competition from foreign
manufacturers. This protection of early industries was essential to the growth
of the British economy and its eventual dominance in global trade.



6. The Global Impact of Mercantilism on Industrialization

A. Trade Rivalries and Empire Building

Mercantilism also fueled imperial expansion as European nations, includ-
ing England, sought to expand their trade networks and acquire colonies that
could supply raw materials and serve as markets for finished goods. This global
network of trade and resource extraction created the conditions for the indus-
trialization of England. The expansion of the British Empire provided England
with an extensive network of colonies that could support its manufacturing in-
dustries, ensuring that England had access to cheap raw materials and markets
for finished products.

B. The Global Industrial Revolution

The protectionist policies that supported England’s early industrialization
also had a ripple effect on other nations. England’s industrial power, based on
mercantilist principles, provided a model for other countries seeking to indus-
trialize. However, many countries in Europe, such as France and Germany, had
to pursue similar protectionist policies to catch up with England’s industrial
prowess. As these nations adopted their own forms of mercantilist protection-
ism, the global industrial revolution spread, shaping the development of the
modern industrial world.

Conclusion

The Industrial Revolution in England was deeply intertwined with mercan-
tilist policies that protected and promoted domestic industries, secured access to
critical raw materials, and ensured that England could maintain its position as
a global industrial leader. Protectionist tariffs, colonial exploitation, investment
in infrastructure, and government support for innovation were all key compo-
nents of mercantilism that enabled England to become the first industrialized
nation. Mercantilist policies not only protected England’s emerging industries
but also laid the foundation for the country to dominate global trade, setting
the stage for the broader Industrial Revolution that would shape the modern
world.



2 The Industrial Revolution in the United States
shares many similarities with the experience of
England during the same period, and it was
similarly shaped and protected by mercantilist-
like policies. Although the U.S. emerged as an
industrial power later than England, it bene-
fited from many of the same protectionist mea-
sures that allowed it to develop a self-sustaining,
diversified economy. These policies were piv-
otal in ensuring the country’s industrialization,
especially in the 19th century, and contributed
significantly to the U.S. becoming an industrial
powerhouse.

While the U.S. did not officially embrace mercantilism in the same way as 16th
and 17th century England, it nonetheless used government intervention, trade
protection, and strategic economic policies that mirrored the core tenets of
mercantilism, especially during the early years of industrialization. Below are
several key ways in which mercantilist principles supported the U.S. Industrial
Revolution.

1. Protectionism: Tariffs and Trade Barriers

A. Tariffs to Protect Domestic Industry

One of the most direct ways in which mercantilist-like policies helped the
U.S. during its industrialization was through the implementation of protective
tariffs. Tariffs on imported goods were used to shield domestic industries from
foreign competition, particularly in key sectors like textiles, steel, iron, and
manufactured goods. These industries were still in their nascent stages and
required time to grow and become competitive.

e The Tariff of 1816, for instance, was enacted to protect U.S. manufac-
turers from British goods that were flooding the American market after the
War of 1812. This tariff aimed to support American industries by making
imported goods more expensive, encouraging Americans to buy domestically
produced products instead. It was a protectionist measure designed to ensure
that U.S. industries could establish themselves before facing competition from
well-established European manufacturers.

e Subsequent tariffs in the 19th century, including the Tariff of 1828 (also
known as the Tariff of Abominations) and the Morrill Tariff of 1861, continued
to protect U.S. industries from foreign competition, particularly British textiles
and machinery. These tariffs made it possible for U.S. industries to grow in
a protected environment, giving them the chance to develop the technological



capacity and infrastructure needed for mass production.

B. Trade Protection and National Manufacturing Capacity

Mercantilist trade policies in the U.S. aimed not just at reducing imports
but also at promoting domestic manufacturing. By ensuring that manufacturing
remained concentrated in the United States, the government was able to develop
a diversified industrial base that could support economic independence. This
was important during the U.S. Civil War, when the North’s industrial strength,
which had been protected by tariffs, played a key role in the Union’s victory.

2. Colonial Exploitation and Access to Raw Materials

Although the U.S. did not have the same empire as England, the country
still benefited from mercantilist-like strategies that gave it access to vital raw
materials, often through its territories and imperial influence.

A. Access to Raw Materials from the West

As the U.S. expanded westward in the 19th century, it gained access to vast
natural resources, including coal, timber, iron ore, and agricultural products.
These resources were crucial for feeding the manufacturing sectors, particu-
larly in industries such as steel, textiles, and railroads. The U.S. government
facilitated westward expansion by passing the Homestead Act in 1862, which
provided land to settlers and encouraged the development of agriculture and
industry.

Access to raw materials also led to the development of mining industries
in places like Pennsylvania (coal) and Michigan (iron ore), which were funda-
mental to the growth of steel production—a sector that fueled other industries,
including railroads, machinery, and construction.

B. Expanding Influence Through Trade and Imperialism

Though not an empire in the traditional European sense, the U.S. did take
steps to expand its influence through imperial policies and trade practices. For
example, after the Spanish-American War in 1898, the U.S. acquired territories
like Puerto Rico, the Philippines, and Hawaii, which provided both raw mate-
rials and new markets for U.S. industrial products. These regions played a role
in the U.S. becoming an imperial power, securing economic access to resources
critical for industrial growth, such as sugar, rubber, and oil.

3. Infrastructure Investment and Government Support

A. Investment in Infrastructure

The U.S. government recognized the importance of infrastructure for sup-
porting industrial growth and economic expansion, and mercantilist principles
were at play when it invested heavily in the development of transportation net-
works. The construction of railroads was particularly significant in the 19th
century, as it enabled industries to transport raw materials from mining and
agricultural regions to factories, and finished goods to domestic and interna-
tional markets.

The Transcontinental Railroad, completed in 1869, opened up the Western
U.S. to industrialization and helped create a national economy by linking the
East Coast with the West. The government used subsidies and land grants to
facilitate the building of the railroad system. This public-private partnership



was critical for economic development and echoed mercantilist practices, where
the state plays a key role in fostering and guiding economic growth.

B. Government Funding for Innovation and Industry

The U.S. government also supported innovation and industrial development
through subsidies and land grants for industries like railroads and telecommu-
nications. These government policies helped drive technological advances that
would have otherwise been stifled in a purely laissez-faire environment. For
instance, the establishment of the U.S. Patent Office (1790) facilitated the de-
velopment of new technologies by ensuring that inventors could protect their
intellectual property, encouraging innovation.

4. Banking and Finance: Capital for Industrial Expansion

A. The Role of Financial Institutions

The rise of banking and capital markets in the U.S. in the 19th century was
essential for funding industrial expansion. Mercantilist policies that promoted
economic self-sufficiency and export-oriented growth also spurred the develop-
ment of institutions like the Second Bank of the United States (1816-1836) and
the Federal Reserve (1913). These financial institutions provided capital to
support the growth of U.S. industries, including railroads, textiles, steel, and
manufacturing.

B. Domestic Credit and Investment

The U.S. government played an active role in ensuring that domestic indus-
tries had access to capital for innovation and infrastructure investment. For
example, during the Civil War, the U.S. government established the National
Banking System to provide a stable currency and facilitate investment in war
production. After the war, this helped to establish a financial system capa-
ble of funding industrial expansion. Private banks, such as J.P. Morgan and
Rockefeller’s Standard Oil, became major drivers of U.S. industrial growth by
facilitating the flow of capital to emerging industries.

5. Export-Oriented Industrial Growth

Mercantilism encourages a focus on exporting finished goods to increase na-
tional wealth. The U.S., during its Industrial Revolution, adopted this principle
by focusing on exporting manufactured goods while importing raw materials.
This strategy created a favorable trade balance and ensured that U.S. industries
grew rapidly, despite its relative lack of access to colonial resources compared
to European powers.

A. Export of Manufactured Goods

The U.S. began to export goods such as textiles, railroad equipment, and
machinery to markets around the world, particularly in Latin America, Asia,
and Europe. U.S. industrial growth benefited from global markets, and the rise
of export industries allowed the country to accumulate the capital necessary to
invest in more advanced technologies and infrastructure.

Conclusion: Mercantilist Protectionism and U.S. Industrialization

The Industrial Revolution in the United States was profoundly shaped by
mercantilist-like policies that included protectionism, government investment,
colonial resource extraction, and the promotion of domestic industries. These
policies allowed the U.S. to build a self-sufficient economy, foster technological



innovation, and develop a strong manufacturing base without being dependent
on foreign nations. By focusing on domestic production and ensuring that es-
sential industries were protected and nurtured, the U.S. was able to rapidly in-
dustrialize, create wealth, and become a global economic and industrial leader
by the late 19th century.

3 The Industrial Revolution in France, like in
England and the United States, was signifi-
cantly shaped by protectionist and mercantilist
policies that helped foster the growth of domes-
tic industries, technological innovation, and eco-
nomic self-sufficiency. While France’s industri-
alization occurred somewhat later than in Eng-
land, it still followed similar patterns of state
intervention, trade protection, and investment
in infrastructure that aligned with mercantilist
ideals. These policies were essential to over-
coming the challenges of a less-developed in-
dustrial base and helped France become an in-
dustrial power in its own right during the 19th
century.

1. Protectionism: Tariffs and Trade Barriers

A. Tariffs to Protect Domestic Industry

France, like many other European countries, implemented high protective
tariffs to shield its emerging industries from competition, particularly from es-
tablished industrial powers like England. Early on, French manufacturers faced
competition from British goods, which were cheaper and more advanced due
to England’s head start in industrialization. To protect its nascent industries,
France imposed tariffs on imported goods, including textiles, metals, and ma-
chinery, to encourage domestic production.

e The tariff policy was one of the core mercantilist strategies used to prevent
foreign competition from overwhelming French manufacturers. For example, the
Tariff of 1815, passed after Napoleon’s defeat, helped protect French manufac-
turers by raising duties on imported goods and encouraging the development
of key sectors such as textiles and iron. This gave French industries time to
modernize and compete with foreign markets.

B. State-Controlled Protection and Nationalism



The French state also pursued protectionist policies through the creation
of state-backed monopolies and enterprises. During the Restoration and July
Monarchy periods, France continued to support domestic production by provid-
ing subsidies to certain industries, including shipbuilding, textiles, and railroad
construction. The government often took an active role in protecting and sub-
sidizing strategic industries, ensuring they could thrive without external com-
petition. In this way, France embraced the mercantilist model of state-driven
industrialization.

2. Colonial Expansion and Access to Raw Materials

France’s industrialization, much like that of England, benefited from colonial
exploitation and access to raw materials. While France did not possess the same
vast empire as Britain, its colonies in Africa, the Caribbean, and Indochina
provided vital resources that fueled industrial growth.

A. The Role of Colonies in Securing Raw Materials

Colonial territories were critical suppliers of raw materials such as sugar,
cotton, rubber, and spices, which were essential for French industries, particu-
larly the textile and chemical industries. French plantations in the Caribbean
provided sugar and rum, while Indochina became a source of rubber. These re-
sources fed into the broader mercantilist strategy of ensuring a favorable balance
of trade—exporting finished goods while importing raw materials at minimal
cost.

B. Profitable Export Markets

In return for these raw materials, France exported finished goods—particularly
textiles, manufactured goods, and luxury items—to its colonies and other mar-
kets. This trade system ensured that capital flowed back to France, where it
could be reinvested in industrial development. French manufacturers took ad-
vantage of the colonial system by securing exclusive trade agreements and access
to resources that could be used to build manufacturing capacity back home.

3. State Investment in Infrastructure

A. Investment in Railroads and Transportation

One of the most significant aspects of France’s industrial growth was the
development of its transportation infrastructure. Similar to England and the
United States, the French state played a major role in financing railroads and
canals that connected raw material-producing regions to industrial centers and
ports. These infrastructure projects were essential for moving goods efficiently
across the country and opening up new regions for industrial development.

e The French state provided financial backing for the railroad network, which
played a critical role in linking regions like Lyon (textiles), Le Creusot (steel),
and Paris (manufacturing and finance). Railroads allowed the efficient move-
ment of goods such as coal and iron ore to industrial centers and ports for
export. By 1870, France had a well-established railroad system that facilitated
both internal trade and external export.

B. The Role of the State in Industrial Development

State intervention in infrastructure projects was part of a broader effort to
drive industrialization through public investment. Unlike the laissez-faire ap-
proach of free-market economies, France embraced a more interventionist model



where the state directly contributed to economic development. This was seen
not only in infrastructure but also in military innovation (such as military rail-
ways and defense technology) and in the development of banking systems that
could fund large industrial enterprises.

4. Banking and Finance: Capital for Industrial Expansion

A. Establishment of Financial Institutions

A strong and well-developed banking system was essential for funding in-
dustrialization in France. Early on, the French state facilitated the creation of
institutions like the Banque de France (founded in 1800) and the Caisse des
Dépots et Consignations (founded in 1816). These banks played an important
role in financing infrastructure projects, industrial ventures, and technological
development.

The establishment of such institutions allowed French industries to access the
capital necessary for expansion. For example, the development of the railroad
system was funded largely through the issuance of bonds and government-backed
loans. Private investors also contributed to industrial expansion, but the French
government provided crucial backing for key projects in energy, railroads, and
manufacturing.

B. Industrial Capital and Entrepreneurial Growth

France also experienced the growth of industrial entrepreneurs like Eugéne
Schneider (steel) and Jean-Baptiste Colbert (textiles), who were able to access
capital to build large factories and create mass production lines. The state’s
financial backing and its emphasis on the protection of domestic industries cre-
ated a favorable environment for entrepreneurs to flourish. This led to the
creation of significant industrial conglomerates that would help drive economic
growth throughout the 19th century.

5. Export-Oriented Industrial Growth

A. France’s Export Focus

Like England, France adopted a mercantilist-like approach by focusing on
exports of manufactured goods. France’s industrial revolution was fueled by the
ability to produce goods for foreign markets, particularly in areas such as luxury
goods, textiles, and arms manufacturing. The French textile industry became
a key export sector, with products sold to colonial markets in Africa and the
Americas, as well as to other parts of Europe.

B. Colonial and Global Markets

France’s colonial empire provided both raw materials and a captive mar-
ket for its manufactured goods. The mercantilist system ensured that finished
goods from France were sold in colonies while raw materials from these colonies
were brought back to France. This arrangement allowed French industries to
be competitive on the global stage, generating wealth and securing the nation’s
industrial base. The export of arms, in particular, was an important part of
France’s economic strategy, as its military manufacturing sector became a sig-
nificant contributor to both national wealth and geopolitical influence.

6. Challenges and Limitations in French Industrialization

Despite its advantages, France’s industrial revolution faced some challenges,
particularly when compared to England. While state protectionism and colonial
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resources helped fuel industrial growth, there were significant limitations:

e Delayed Industrialization: France’s industrialization lagged behind that
of England due to factors such as the Napoleonic Wars, which disrupted the
economy and delayed industrial investments. Furthermore, France had a more
agricultural base and did not have as extensive a domestic market as England
for industrial goods.

e Political Instability: The French Revolution and subsequent political in-
stability, including the Napoleonic Wars, also delayed the country’s industrial
progress. The French monarchy’s shift from a mercantilist approach to more
liberal economic policies during the 19th century affected the continuity of in-
dustrial growth.

Conclusion

The French Industrial Revolution was deeply intertwined with mercantilist-
like policies, including protectionism, colonial resource exploitation, state in-
vestment, and banking and finance support. The French government, through
tariffs, infrastructure investment, and colonial trade, sought to foster a self-
sufficient, export-oriented industrial economy that could compete with other
European powers. Despite facing some challenges, these policies enabled France
to become an industrial power, particularly in the textile, iron, and arms indus-
tries. The French state’s active role in industrialization was essential in laying
the groundwork for the country’s transition from an agrarian economy to an
industrialized one.
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4 Germany’s Industrial Revolution, like those of
England, the United States, and France, was
significantly shaped and protected by mercantilist-
like policies. These policies helped Germany
transition from an agrarian economy to an in-
dustrial powerhouse during the 19th century.
While Germany did not industrialize as early
as England, its industrial growth was equally
dramatic, especially after the unification of Ger-
many in 1871 under Otto von Bismarck. The
German model of industrialization, while later
than England’s, was heavily influenced by state
intervention, protectionist trade policies, and
the use of state-sponsored infrastructure investments—
all hallmarks of mercantilism. These factors
created the conditions for Germany to become
one of the world’s most powerful industrial na-
tions by the late 19th century.

Here’s how mercantilist principles were applied to support and protect Ger-
many’s industrial growth:

1. Protectionism: Tariffs and Trade Barriers

A. High Tariffs to Protect Domestic Industry

One of the main mercantilist policies that contributed to Germany’s indus-
trialization was the use of protectionist tariffs. In the 19th century, Germany
implemented high tariffs on foreign goods to protect and nurture its emerging
industries, particularly in sectors like textiles, iron, steel, and machinery.

e Before unification, the German states were fragmented, and trade barriers
between them stifled economic integration. However, after unification in 1871,
the newly formed German Empire under Bismarck sought to foster national
unity and industrial growth through protectionist policies. In 1879, Bismarck
implemented the Protective Tariff to shield domestic industries from competi-
tion with cheaper foreign goods, especially from Britain. This tariff was designed
to protect critical German industries such as coal mining, iron manufacturing,
and steel production, giving them time to mature and develop without the im-
mediate threat of foreign competition.

e The tariffs helped industries like steel, which was vital for railroad construc-
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tion and military production, to grow and prosper. This protection provided a
foundation for the rapid expansion of German heavy industry in the late 19th
century, contributing to the country’s emergence as a leader in steel production
and engineering,.

B. Trade Protection and National Economic Integration

Germany’s industrialization also benefited from efforts to create economic
integration among its constituent states. Before unification, the German states
were divided by a variety of trade barriers, hindering economic cooperation.
After the creation of the German Empire in 1871, the Zollverein (customs union)
was expanded and integrated, ensuring that tariff-free trade occurred within the
newly unified nation. The Zollverein promoted internal economic unity, which
allowed the new German Empire to function as a single economic entity, with
internal trade flowing more freely while protecting domestic industries from
external competition.

2. State Investment in Infrastructure and Industry

A. Investment in Railroads and Transportation Networks

One of the most significant ways in which mercantilist policies shaped Ger-
man industrialization was through state investment in infrastructure, particu-
larly railroads. Germany’s government played a central role in financing and
constructing a vast railway network that connected key industrial centers, such
as Ruhr Valley (coal and steel), Silesia (textiles and coal), and Berlin (center
for finance and administration), with the rest of the country.

e The railroad network was essential for the transportation of raw materials
(such as coal, iron ore, and cotton) to industrial centers and the movement of
finished goods to domestic and international markets. The state played a key
role by subsidizing rail construction and ensuring that the infrastructure was
developed in a way that maximized the efficiency of industrial production. By
the 1880s, Germany had one of the largest and most efficient railway systems
in Europe, which helped facilitate the growth of industry.

e Moreover, railroad expansion led to the growth of associated industries
such as steel production, coal mining, and engineering, creating a virtuous cycle
of industrial growth.

B. Government Support for Key Industries

In addition to railroad investment, the German government supported indus-
tries through direct subsidies, monopolies, and industrial policies. For instance,
the government granted exclusive rights to companies like Krupp to produce
essential military and industrial goods, such as cannons, artillery, and steel,
thereby ensuring that critical sectors remained under domestic control.

e The government’s support for the coal and steel industries was crucial, as
these sectors were foundational to the development of modern manufacturing
and military power. Bismarck’s policies also encouraged bankers to invest in
heavy industries, further cementing the close relationship between the state and
industrial development.

3. Colonialism and Access to Raw Materials

A. Access to Raw Materials through Colonies
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Although Germany’s colonial empire was not as vast as Britain’s or France’s,
it still played a role in securing raw materials that supported its industrial expan-
sion. German colonies in Africa (e.g., German East Africa, German Southwest
Africa) and the Pacific provided raw materials such as rubber, cotton, oil, and
minerals that were essential for German industries.

e The German colonial empire allowed the country to maintain a favorable
balance of trade by ensuring a steady supply of cheap raw materials, which fed
into domestic manufacturing. These resources, in turn, supported industries
such as textiles, chemicals, and rubber production, crucial sectors for German
industrial growth.

B. Export Markets

In exchange for these raw materials, Germany sought to expand its markets
for manufactured goods, similar to Britain and France’s mercantilist strategies.
The German Empire actively promoted the export of manufactured goods like
machinery, steel, chemicals, and optical instruments to its colonies and other
global markets. This allowed Germany to develop a strong export economy,
which helped accumulate capital that could be reinvested into further industri-
alization.

4. Banking and Finance: Capital for Industrial Growth

A. Role of Banking in Industrial Expansion

The development of capital markets and financial institutions played a cru-
cial role in Germany’s industrialization. Unlike England, where industrialization
was initially fueled by private capital, Germany relied heavily on a strong net-
work of state-backed banks and investment firms to provide financing for heavy
industry.

e The German banking system, particularly the Deutsche Bank, played an
essential role in channeling capital into long-term industrial projects, such as
the expansion of the coal and steel industries and the development of railroads.
Investment banks and credit institutions were crucial for the financing of large-
scale industrial projects, and the close relationship between the state and bank-
ing sector facilitated Germany’s transition into an industrialized nation.

B. Credit for Industrial Enterprises

The strong German financial system allowed industries to access credit,
which enabled them to invest in the machinery, technology, and skilled labor
needed for large-scale industrial operations. For example, Krupp, the steel man-
ufacturer, was able to secure funding from banks to expand its operations and
produce advanced military and industrial goods. This access to financial capital
allowed German companies to grow rapidly and dominate certain sectors, such
as steel production, automobile manufacturing, and chemical production.

5. Export-Oriented Industrial Growth

A. Competitive Export Markets

Germany’s industrialization was also driven by the need to expand its pres-
ence in global markets for its manufactured goods. The mercantilist focus on
exports—with the goal of generating national wealth—encouraged the German
government to promote its products abroad, particularly in the heavy industries
like steel, chemicals, and textiles.

14



e Germany’s export-oriented industrial policy allowed it to accumulate wealth
from the sale of manufactured goods and to reinvest that capital into further
expanding its industrial base. By the late 19th century, Germany became a ma-
jor exporter of machinery, chemicals, steel, and optical equipment, which were
sold to countries across Europe, the U.S., and colonies.

Conclusion: Mercantilist Policies and Germany’s Industrialization

Germany’s Industrial Revolution was significantly shaped by mercantilist-
like policies that promoted state intervention, protectionism, infrastructure de-
velopment, and export-led growth. These policies ensured that German in-
dustries had the protection, capital, and resources they needed to thrive in a
competitive international environment. By using high tariffs to protect domes-
tic industries, securing colonial resources, investing in railroad networks, and
providing state-backed financial support, Germany was able to transition from
a predominantly agricultural society to an industrial powerhouse.

The close cooperation between the state, banks, and industry during Ger-
many’s industrialization mirrored mercantilist principles, ensuring that the na-
tion’s economy was robust enough to compete on the global stage and build
a foundation for becoming one of the leading industrial powers by the end of
the 19th century and into the 20th century. Germany’s mercantilist policies
allowed the country to leverage its economic, technological, and military power
effectively, ensuring its position as a dominant industrial nation. The benefits
of these policies were evident in several key areas:

6. The Role of Innovation and Military Strength

A. Technological Innovation in Heavy Industry

As a result of state protection and investment, Germany became a leader in
technological innovation. The emphasis on the development of heavy industries
such as steel and chemical manufacturing laid the groundwork for significant
technological advances. For example, the German chemical industry became
one of the most advanced in the world, leading to the production of key products
like synthetic dyes, pharmaceuticals, and fertilizers, which were essential to both
industrial and agricultural growth.

e The success of companies like BASF and Bayer during this period illus-
trates how mercantilist policies of state-backed investment and protection al-
lowed industries to dominate global markets and fuel further innovation. This
innovation was key in allowing Germany to build a strong industrial economy
capable of supporting both civilian needs and military production.

B. Military and Strategic Advantage

In addition to boosting industrial output, Germany’s mercantilist approach
to economic growth helped it establish a strong military-industrial complex.
The steel industry, for instance, was pivotal in Germany’s ability to produce
armaments, military equipment, and ships. The German military’s reliance on
domestically produced steel and weapons became a significant strategic advan-
tage, especially during times of war.

e The symbiotic relationship between the military and the industrial sector
was enhanced by state-sponsored monopolies like Krupp, which became one of
the leading manufacturers of weapons and artillery. The state’s support of mil-
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itary production not only fueled Germany’s defense capabilities but also helped
maintain economic growth by ensuring that military demand drove industrial
output.

7. Germany’s Economic Growth and Global Influence

A. Industrial Dominance and Global Trade

By the late 19th century, Germany had positioned itself as one of the world’s
leading industrial powers. Through the application of mercantilist policies, Ger-
many was able to increase its export capacity, dominating key global markets,
particularly in machinery, steel, and chemical products. German firms began
to outcompete British firms in certain industries, such as chemicals and optics,
as Germany capitalized on the growth of industrial research and technological
development.

e Germany’s export-driven model allowed it to rapidly expand its presence
in international markets. The country’s success in manufacturing and exporting
industrial goods contributed to its economic growth and helped strengthen its
global influence.

B. The Zollverein and Economic Unity

Before its unification in 1871, Germany had been a collection of independent
states. However, the Zollverein (German Customs Union), established in the
early 19th century, was a key mercantilist-like policy that helped create a unified
economic zone by eliminating internal tariffs and encouraging trade between
the German states. The Zollverein allowed the states to function as a single
economic unit, which facilitated the flow of goods, raw materials, and finished
products across the region.

e The unification of Germany brought all the German-speaking regions into
a common market, creating the conditions necessary for the development of
a unified industrial base. By eliminating trade barriers within the German
territories, the Zollverein laid the foundation for the rapid growth of Germany’s
manufacturing sector.

8. Challenges and Contradictions

While mercantilist policies were highly beneficial in fostering Germany’s in-
dustrial rise, they also presented certain challenges and contradictions:

A. Limited Domestic Consumer Market

Unlike England or the U.S., which had large internal consumer markets,
Germany’s consumer base was smaller, and its economy was more dependent
on exports to sustain growth. This reliance on international markets made Ger-
many vulnerable to global economic fluctuations and trade disruptions. For
example, the global depression in the early 20th century, combined with trade
blockades during the World Wars, could affect Germany’s export-driven econ-
omy.

B. Political and Economic Tensions

The strong interventionist role of the state in promoting industry created
tensions, particularly with liberal economic theorists who advocated for free
trade and minimal government interference. The push for state-driven indus-
trialization also led to political conflicts, particularly between Prussia and the
other German states, until Bismarck’s unification of Germany.
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Moreover, the emphasis on militarization of the economy during the late 19th
and early 20th centuries ultimately contributed to the country’s involvement in
World War I, as industrial production was heavily focused on military goods and
armament production. This created an over-reliance on the military-industrial
complex, which, in the long term, played a role in the geopolitical tensions that
led to WWI.

Conclusion: Mercantilist Policies and Germany’s Industrial Success

Germany’s Industrial Revolution was deeply influenced by mercantilist prin-
ciples, even though the country’s path to industrialization was somewhat delayed
compared to England. State intervention, protectionist policies, investment in
infrastructure, and colonial exploitation all played critical roles in shaping Ger-
many into an industrial giant. Through high tariffs, state-funded railroads, and
industrial monopolies, the German government protected domestic industries
while simultaneously enabling them to compete globally.

By adopting a mercantilist approach, Germany was able to establish a strong
manufacturing base in sectors such as steel, chemicals, textiles, and machinery,
and to dominate global markets for these goods. The close relationship be-
tween industry and military production also helped Germany maintain a robust
military-industrial complex that contributed to its power on the world stage.

Although Germany’s industrial rise came with some contradictions and chal-
lenges, particularly in terms of its export reliance and the eventual military focus
of its industrial base, the mercantilist policies that guided its development laid
the foundation for the nation’s status as an industrial powerhouse by the end
of the 19th century. These policies also made Germany a key player in global
trade and set the stage for its economic dominance well into the 20th century.
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5 Japan’s Industrial Revolution in the late 19th
and early 20th centuries is another example of
how mercantilist-like policies, state interven-
tion, and protectionist trade practices played
a critical role in the nation’s economic trans-
formation. Japan’s industrialization process
was distinct in its own right, but many of the
strategic elements that contributed to Japan’s
rapid development mirror the mercantilist strate-
gies used by England, France, Germany, and
the United States. These policies allowed Japan
to evolve from a feudal society into a major in-
dustrial power, making it one of the strongest
economies in the world by the early 20th cen-
tury.

Japan’s industrialization was largely driven by state-directed initiatives, pro-
tection of key industries, access to colonial resources, and an emphasis on in-
frastructure development—all of which align closely with the core tenets of
mercantilism. Below is a detailed examination of how mercantilist policies were
applied during Japan’s industrial transformation:

1. State-Directed Industrialization and Protectionism

A. The Role of the Meiji Government

Japan’s Industrial Revolution began after the Meiji Restoration of 1868,
when the Tokugawa shogunate was overthrown and Japan transitioned from
a feudal system to a centralized modern state. The Meiji government took
a strong interventionist role in shaping the country’s industrial development,
guided by mercantilist principles of economic self-sufficiency and national wealth
accumulation.

e One of the key principles of mercantilism was that a nation’s strength lies
in its ability to control trade and manufacturing within its borders. The Meiji
government sought to modernize Japan’s economy through the state-led devel-
opment of industry, focusing on heavily protected sectors, including textiles,
coal, iron, and shipbuilding.

e The government established state-owned enterprises (SOEs) in critical sec-
tors, including the construction of railroads, factories, and iron works. These
state-driven industries were intended to serve as a foundation for Japan’s broader
industrial economy. Once these industries were established and competitive,
they were privatized and sold to private industrialists, a process that is often
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referred to as the “Zaibatsu system”, where large family-owned conglomerates
took control of Japan’s industrial output.

B. Tariffs and Trade Barriers

The Meiji government also implemented protective tariffs to shield domestic
industries from foreign competition, particularly in the early stages of indus-
trialization. In a way, the Japanese government adopted a mercantilist trade
policy, aiming to limit imports that would hurt domestic manufacturing and
encourage exports of finished goods.

o In the late 19th century, Japan used tariffs and trade restrictions to support
its emerging industries in textiles, steel, and shipbuilding. The government not
only imposed tariffs but also subsidized industries like silk production, which
was vital to Japan’s export economy. By providing financial support to key
industries, Japan ensured that they could compete with the more established
European powers like Britain and France.

e The Meiji government also sought to establish monopolies in certain sec-
tors, using the Zaibatsu system to create large, vertically integrated companies
that controlled everything from raw materials to finished goods, giving Japan
greater control over its industrial economy and minimizing external dependency.

2. Infrastructure Investment and Technological Innovation

A. Development of Railroads and Communications

One of the central tenets of mercantilism was the creation of infrastruc-
ture that promoted the movement of goods and capital. The Meiji government
invested heavily in infrastructure development, including the construction of
railroads, telegraph lines, and ports, to connect the domestic economy and in-
tegrate the country’s various regions into a unified industrial economy.

e The railroad system, in particular, was critical to the growth of Japan’s
heavy industries. By facilitating the transport of raw materials (such as coal,
iron ore, and cotton) from resource-rich regions to factories in urban centers,
the railways helped stimulate growth in industries like steel, shipbuilding, and
textiles.

e Similarly, the telegraph and postal systems helped increase national com-
munication and efficiency, crucial for a country that sought to create an indus-
trial economy capable of competing on the global stage.

B. Technology Transfer and Innovation

In order to catch up with Western industrial powers, Japan sought to im-
port technology and industrial knowledge from Europe and the United States.
The Meiji government sent young scholars and engineers abroad to study the
latest advancements in manufacturing, engineering, and military technology.
These individuals were instrumental in bringing back knowledge that helped
fuel Japan’s own industrial growth.

e The government also invited foreign experts to teach in Japan and oversee
the establishment of factories, particularly in sectors like textile manufacturing,
coal mining, and ironworks. By actively seeking and absorbing foreign technolo-
gies, Japan quickly modernized its industrial base.

e At the same time, Japan emphasized domestic innovation, particularly
in fields such as shipbuilding and military technology. This combination of
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imported knowledge and indigenous innovation allowed Japan to rapidly develop
its industrial capabilities, making it one of the first non-Western nations to
industrialize successfully.

3. Colonial Expansion and Access to Resources

A. Colonial Exploitation for Raw Materials

Japan’s mercantilist policies were also supported by its imperial expansion,
which provided access to critical raw materials and new markets for its industrial
products. As Japan’s industrial base grew, it needed ever-larger quantities of
raw materials such as coal, iron ore, and rubber to fuel its factories.

e Japan’s colonization of Korea (in 1910) and its expansion into Manchuria
and other parts of China were driven, in part, by the need to secure raw materials
for its growing industrial base. These regions provided cheap labor, valuable
minerals, and agricultural resources, all of which contributed to the growth of
Japan’s manufacturing sectors.

B. Expanding Export Markets

With an expanding industrial sector, Japan also needed to find export mar-
kets for its finished goods. Japan’s colonial empire provided a captive market for
its manufactured products, which helped fuel the country’s economic growth.

e By the early 20th century, Japan had established itself as a major exporter
of textiles, ships, and steel. Exporting these goods to colonial territories and
other regions, such as Southeast Asia, allowed Japan to accumulate wealth,
reinvest in industrial development, and build a strong industrial base.

4. Banking and Finance: Capital for Industrial Development

A. Government-Backed Financing

The government played a key role in providing the capital necessary for
industrial development. The Meiji government created state-sponsored banks
and financial institutions to fund the construction of key infrastructure and the
expansion of heavy industries.

e One notable example was the creation of the Japan Industrial Bank in
1900, which was designed to provide loans to companies in heavy industry,
particularly in the steel and shipbuilding sectors. These loans were critical in
facilitating the expansion of Japan’s industrial base and providing the capital
needed for investment in technological innovations.

e The government also worked closely with private banks and investment
firms, which supported industrial growth by providing financing to emerging
industrial companies, such as the Mitsubishi, Sumitomo, and Mitsui conglom-
erates (known as Zaibatsu), which controlled much of Japan’s manufacturing
output.

B. Zaibatsu System and the Role of Private Industry

The Zaibatsu—Tlarge family-controlled conglomerates—were key to Japan’s
industrialization. They operated in a manner similar to the European monopo-
lies fostered by mercantilism, where government policy supported the develop-
ment of large-scale enterprises that controlled critical sectors of the economy.

e Zaibatsu families like Mitsubishi, Mitsui, and Sumitomo dominated Japanese
manufacturing, particularly in industries like shipbuilding, steel, mining, and fi-
nance. The close ties between Zaibatsu and the Meiji government allowed for
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coordinated efforts in industrial development. These industrial groups received
government support in the form of financial subsidies, protection from foreign
competition, and access to key resources, which helped them dominate Japan’s
industrial landscape.

5. Export-Oriented Growth

A. Focus on Exports

The mercantilist principle of maximizing exports while minimizing imports
was central to Japan’s economic strategy. Japan’s government implemented
policies to stimulate export-led industrial growth, particularly in sectors like
textiles, shipbuilding, chemicals, and automobiles.

e By the early 20th century, Japan had developed a highly export-oriented in-
dustrial sector that made significant inroads into global markets. The Japanese
textile industry, for example, was one of the world’s largest exporters by the
turn of the century, and Japan’s shipbuilding industry became a major global
player. Japan’s growing industrial base and strong exports helped fuel its eco-
nomic growth and enabled it to compete globally with established industrial
powers like Britain and Germany.

B. Accumulation of Wealth and Investment in Further Industrialization

By focusing on export-oriented growth, Japan was able to generate the capi-
tal needed to reinvest in industrial expansion. The wealth accumulated through
exports, particularly in the textile and steel industries, allowed Japan to build
up its infrastructure and develop more advanced manufacturing sectors. The
income generated through the export of goods provided Japan with the means
to fund technological innovations, expand existing industries, and establish new
industries in electronics and automobiles by the early 20th century.

e Trade surpluses allowed Japan to maintain a positive balance of payments,
which contributed to economic stability and growth. This helped Japan become
less reliant on imports and further strengthened its position as an industrial
powerhouse in East Asia.

6. The Military-Industrial Complex and Strategic Nationalism

A. Integration of Military and Industrial Sectors

The mercantilist approach in Japan was not just about economic growth but
also about ensuring that its industries could support national military power.
Japan’s industrial growth was closely tied to its military expansion, as a strong
industrial base was essential for building modern military capabilities.

e The Japanese military-industrial complex became a key part of its eco-
nomic strategy, especially as Japan sought to expand its influence in East Asia
and establish itself as a global imperial power. The production of warships, am-
munition, and weapons required a sophisticated industrial base, which Japan
developed rapidly through state intervention and investment. The government
heavily supported industries that could contribute to military production, par-
ticularly during Japan’s imperial conquests in China, Korea, and other parts of
Asia.

B. Imperial Expansion and Resource Security

As Japan’s industries grew, so did its need for raw materials and energy
resources to sustain its industrial output. Much like the European powers,
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Japan sought to expand its influence and control over raw material sources in
Korea, Manchuria, and Southeast Asia.

e The establishment of the Japanese Empire and the colonization of Korea in
1910, as well as the occupation of parts of China and Indochina, allowed Japan
to secure vital resources like coal, oil, rubber, and iron ore. These resources
were critical for sustaining its industrial growth and military power, further
embedding the mercantilist principle of resource control into Japan’s industrial
strategy.

7. Challenges and Contradictions of Japan’s Mercantilist Approach

While Japan’s mercantilist policies and state intervention played a crucial
role in its industrialization, the country faced some inherent challenges and
contradictions in its economic strategy.

A. Over-reliance on Export Markets

Much like other industrialized nations, Japan’s industrial economy was highly
dependent on export markets for its manufactured goods. While the export of
goods helped fuel economic growth, it also exposed Japan to global market
fluctuations. The vulnerability of export-driven economies was evident during
periods of economic recession and trade disruptions, such as during the Great
Depression in the 1930s, when global trade contracted significantly.

B. Political and Military Overreach

Japan’s mercantilist approach also led to military and political overreach,
particularly in the early 20th century. The rapid industrialization fueled by
imperial ambitions led Japan to expand aggressively in East Asia, eventually
resulting in conflicts such as the Second Sino-Japanese War (1937-1945) and
Japan’s participation in World War II.

e The focus on building a military-industrial complex ultimately led to the
militarization of the economy, which prioritized war production over consumer
goods. This, in turn, contributed to Japan’s eventual downfall after its defeat
in World War II, when the post-war economic collapse and occupation by Allied
forces necessitated a dramatic shift away from militarization and toward a more
consumer-oriented economy.

8. Conclusion: Japan’s Mercantilist Path to Industrialization

Japan’s rapid industrialization in the late 19th and early 20th centuries was
driven by mercantilist-like policies that emphasized state-led industrial develop-
ment, protectionist trade measures, colonial exploitation, and the integration of
military and industrial production. The Meiji government took a proactive role
in transforming Japan’s economy, embracing policies that allowed the country
to develop a robust manufacturing base and become one of the most powerful
industrial nations in Asia.

Through protectionist tariffs, state investment in infrastructure, the devel-
opment of Zaibatsu conglomerates, and an export-driven economy, Japan suc-
cessfully navigated the challenges of industrialization. Its ability to secure raw
materials from its colonies and expand export markets helped create the capital
needed to further fuel Japan’s industrial growth. The military-industrial com-
plex that emerged from these policies also provided Japan with the strength to
assert itself as a dominant power in the region.

22



However, Japan’s mercantilist approach also carried inherent risks, includ-
ing over-reliance on foreign markets, military expansion, and the creation of
economic imbalances. The long-term consequences of these policies ultimately
contributed to Japan’s participation in World War II and its eventual defeat.

After the war, Japan’s post-war recovery and economic transformation fo-
cused more on global integration and less on mercantilist protectionism, leading
to the rise of Japan as a global economic power in the latter half of the 20th
century. Despite this, the mercantilist approach that laid the foundations for
its industrialization remains an essential chapter in Japan’s economic history,
showing how state intervention, strategic industrial development, and control
over resources can transform a nation into a global industrial powerhouse.

6 China’s mercantilist history is deeply intertwined
with its imperial past and the development of
its economic and political system. China’s mer-
cantilist approach evolved over centuries and
has had a significant impact on its development
as a global power. While China did not adopt
mercantilism in the same structured, theoreti-
cal manner as European powers, its trade poli-
cies, imperial strategies, and emphasis on eco-
nomic self-sufficiency and resource control re-
flect core mercantilist principles. These prin-
ciples have shaped China’s economic behavior,
both in its imperial era and in the modern era.

Below is an exploration of how China’s mercantilist history unfolded across
different periods:

1. Ancient and Imperial China: Early Mercantilist Practices

China’s early mercantilist practices can be traced back to its imperial era,
where the state had a central role in controlling and managing economic activ-
ities. Even before Western mercantilism took root in the 16th century, China
had established key policies of resource control, state intervention, and trade
regulation that were central to its economy.

A. The Role of the Imperial State in Economic Management

In Imperial China, the state played an active role in regulating and con-
trolling the economy. The Emperor was considered the “Son of Heaven” with
the responsibility to ensure the welfare of the state and the prosperity of the
people. Economic policies were often directed by the state, including resource

23



management, agricultural production, and trade regulation.

e The government controlled key resources such as salt, iron, and grain,
setting prices, managing supply, and using profits to fund the military and
bureaucracy. The salt monopoly, for example, was a significant source of revenue
for the empire. By controlling this essential resource, the state ensured that it
could maintain a steady income and stability while limiting foreign competition.

B. The Silk Road and Control of Trade

China’s early form of mercantilist trade policy can also be seen in the Silk
Road, where Chinese goods—particularly silk, porcelain, and tea—were traded
with Central Asia, the Middle East, and Europe. The state regulated trade along
the Silk Road, ensuring that China maintained control over key commodities
while establishing a favorable trade balance. This long-distance trade was a vital
part of China’s wealth, and the Chinese empire sought to protect its monopoly
on high-demand goods.

e China also engaged in tribute trade, where neighboring states and regions
were required to offer tribute to the emperor in exchange for trading rights. This
ensured that China maintained economic dominance in the region, solidifying
the idea of economic superiority through the control of trade and resources.

2. The Qing Dynasty: Expansion of Mercantilism

The Qing Dynasty (1644-1912) saw the expansion of mercantilist policies as
China solidified its role as the dominant economic power in East Asia. Dur-
ing this period, China expanded its territorial control, increased its resource
extraction, and regulated foreign trade to maximize its economic benefits.

A. The Role of the State in Resource Extraction

Under the Qing Dynasty, the state took an even more active role in managing
China’s resources. The state-controlled the mining of key materials, including
gold, silver, salt, and iron, ensuring that these vital resources were used for state
purposes, including military defense, infrastructure, and state-building. The
Qing dynasty also promoted agriculture by implementing policies to increase
crop production in key areas.

e This centralized control of resources is a core principle of mercantilism,
which aimed at maximizing a state’s wealth through control over the production
and sale of key resources.

B. Foreign Trade Regulation and the Canton System

The Qing Dynasty was also deeply involved in regulating foreign trade. The
Canton System (1757-1842) established Canton (modern-day Guangzhou) as
the only official port for foreign trade with China. Foreign merchants were
limited to this single port and had to conduct business through state-licensed
Chinese traders, known as hong merchants.

e Trade with Europe, particularly Britain, was heavily controlled to ensure
that the Chinese economy maintained a favorable trade balance. China sought
to avoid being overly dependent on foreign imports and aimed to ensure that
exports, such as tea, silk, and porcelain, remained the dominant aspect of trade,
contributing to the nation’s wealth. The Chinese government did not see the
need to import goods in large quantities, especially from the West, except for
silver as a currency.
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C. Tribute System and Economic Isolation

China’s tribute system was another element of mercantilism, where China
demanded that surrounding states offer tribute and acknowledge Chinese eco-
nomic and cultural supremacy in exchange for the right to trade. This system
ensured that China was not only the center of economic exchange but also
maintained control over regional trade networks.

e By limiting external influence and controlling the terms of trade, China
could foster its own economic self-sufficiency. The empire’s economic isolation
allowed China to retain control over its manufacturing sectors, limiting compe-
tition from foreign goods and promoting internal production.

3. The 19th Century and Opium Wars: China’s Struggle with Western
Mercantilism

During the 19th century, China faced the rise of Western imperial powers,
particularly Britain, and the demands of free trade. China’s traditional mercan-
tilist policies of limiting imports and controlling trade clashed with the growing
global dominance of Western capitalism and the free trade movement.

A. The Opium Wars and Unequal Treaties

The Opium Wars (1839-1842 and 1856-1860) were a direct result of China’s
refusal to open its markets to British goods. Britain’s desire for Chinese tea,
silk, and porcelain led to the illegal trade of opium to China. When China tried
to curb the opium trade, it led to military conflict with Britain. Following the
Treaty of Nanking (1842), China was forced to open several ports to foreign
trade and give Britain control over Hong Kong.

e The Unequal Treaties signed with various Western powers forced China to
adopt a more open, free-trade system. This weakened China’s control over its
economy and undermined its mercantilist policies. Instead of using state mo-
nopolies and trade regulations to control the flow of goods and resources, China
was now forced to contend with the unfettered markets of Western imperialism.

B. Economic Exploitation and Resource Drain

The Opium Wars and the resulting treaties led to significant economic ex-
ploitation and a drain of resources from China. Western traders gained priv-
ileged access to Chinese ports and markets, and China was forced to import
more foreign goods, often at high costs. The British dominance in trade and
manufacturing drained silver from China, weakening its economic position and
hindering its ability to control resources internally.

e China’s economic dependency on foreign powers grew during this period,
undermining the traditional mercantilist principles that had governed its econ-
omy for centuries.

4. Early 20th Century: The Rise of Nationalism and the Pursuit of Economic
Sovereignty

In the early 20th century, China’s Republican movement and the rise of
Chinese nationalism sought to regain control over the country’s economy and
resources after decades of foreign domination. During this period, China began
to reassert economic sovereignty and pursued policies that echoed mercantilist
principles, such as resource control, protectionism, and industrial development.

A. Nationalist Economic Policies
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The early Chinese Republic (1912-1949) sought to break free from the in-
fluences of Western imperialism and Japanese aggression. Nationalists like Sun
Yat-sen advocated for economic nationalism, seeking to restore China’s eco-
nomic independence and self-sufficiency.

e This included state-led industrialization and protectionist policies aimed at
developing China’s manufacturing base and reducing reliance on foreign imports.
Despite the challenges of political instability and the Japanese occupation, these
policies laid the groundwork for China’s economic reforms in the later 20th
century.

B. The Communist Revolution and the Pursuit of Autarky

After the Chinese Communist Revolution in 1949, the People’s Republic of
China (PRC) under Mao Zedong adopted economic policies based on autarky
(economic self-sufficiency) and state control over key industries, reflecting mer-
cantilist strategies.

e Mao’s government sought to reduce foreign influence on China’s economy
by focusing on the development of heavy industries and state-controlled resource
extraction. Despite the emphasis on collectivized agriculture and the Great
Leap Forward, China’s industrial base grew through state investment and the
mobilization of domestic resources.

5. China’s Modern Mercantilist Approach: Economic Expansion in the 21st
Century

In the modern era, China’s mercantilist policies have evolved but still share
key principles, such as the focus on export-led growth, **control over resources**,
and state-directed industrial policy. Since China’s economic reforms in the late
20th century, particularly after Deng Xiaoping’s reforms beginning in 1978, the
country has embraced a form of state capitalism that blends mercantilist prin-
ciples with global trade engagement. The state plays a central role in guiding
the economy, protecting strategic industries, and ensuring national economic
security.

6. Modern Mercantilism in China: Key Strategies

A. State-Controlled Capitalism and Industrial Policy

China’s state-directed economic policies continue to reflect mercantilist prin-
ciples, particularly in terms of resource management, strategic industry control,
and national self-sufficiency. The Chinese government remains heavily involved
in key sectors such as steel production, energy, telecommunications, electronics,
and manufacturing.

o State-owned enterprises (SOEs) still dominate many sectors of the econ-
omy, particularly in heavy industry and infrastructure development. The gov-
ernment has used its control over these enterprises to guide industrial develop-
ment, protect domestic industries from foreign competition, and support long-
term economic growth. The “Made in China 2025” initiative, which focuses
on advancing high-tech industries such as artificial intelligence, robotics, and
renewable energy, is a prime example of China’s state-led industrial policy.

B. Protectionism and Trade Barriers

While China is deeply integrated into the global economy, it continues to
employ protectionist policies to shield key industries from foreign competition.
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These policies include tariffs, subsidies for domestic industries, and non-tariff
barriers such as intellectual property theft concerns and forced technology trans-
fers for foreign firms operating within China.

e Tariffs and non-tariff barriers are particularly evident in sectors such as
automobiles, electronics, and steel, where China has sought to protect and de-
velop its own manufacturing base. The Chinese government has been criticized
for intellectual property violations and forced technology transfers, which critics
argue distort fair trade and protect domestic firms from competition.

C. Export-Oriented Growth and Trade Surplus

China’s economic growth has been largely driven by export-oriented growth,
a hallmark of mercantilism. The Chinese government has prioritized the creation
of a trade surplus, ensuring that exports consistently exceed imports. This
strategy was particularly important in China’s rise to become the world’s largest
exporter, especially in industries such as electronics, textiles, and consumer
goods.

e To maintain its export surplus, China has sought to manipulate the value
of its currency, particularly the Chinese yuan (CNY), to keep its exports com-
petitively priced. By maintaining an undervalued currency, China has been
able to keep its manufactured goods cheap and competitive in global markets,
driving export growth.

D. Control of Strategic Resources

China has also sought to control strategic resources needed for its industrial
sectors, continuing the mercantilist focus on securing access to raw materials and
energy resources. This is evident in China’s significant investments in mining
operations in Africa, South America, and Central Asia, where China has secured
access to key minerals such as rare earth elements, oil, lithium, and cobalt, which
are crucial for its technology and energy industries.

e The Belt and Road Initiative (BRI), a massive infrastructure investment
project that spans across Asia, Africa, and Europe, is an example of how China
is pursuing mercantilist goals by expanding its access to global resources and
markets. The BRI is aimed at ensuring that China’s growing economy has secure
access to both raw materials and trade routes, while creating new markets for
its manufactured goods.

E. Technology and Intellectual Property

China’s economic strategy is increasingly focused on advancing its technolog-
ical capabilities in order to reduce its reliance on foreign innovation and ensure
its position as a global economic power. This strategy includes heavy state
investment in research and development (R&D), particularly in cutting-edge
industries such as 5G, artificial intelligence (AI), and quantum computing.

e The Chinese government has been accused of using mercantilist tactics to
acquire foreign technologies. These tactics include forced technology transfers,
cyber espionage, and intellectual property theft. China’s state-backed technol-
ogy companies like Huawei and ZTE are at the forefront of these efforts, often
underwritten by the government to ensure they are globally competitive and
can operate in international markets.

7. China’s Role in Global Trade and the Challenges of Modern Mercantilism
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A. Trade Relations and Tensions with the West

China’s mercantilist policies, particularly its trade surplus, currency manip-
ulation, and state-led industrial strategy, have led to significant trade tensions
with other global powers, especially the United States and the European Union.
The U.S.-China trade war that began in 2018 highlighted the conflict between
China’s mercantilist approach and the global free trade principles that the West
advocates.

e Tariffs and trade restrictions were imposed by the U.S. on Chinese goods
in an attempt to reduce the trade deficit and address concerns about China’s in-
tellectual property practices, forced technology transfers, and unfair trade prac-
tices. The trade war has forced China to adjust some of its economic policies,
but it continues to maintain a high degree of state intervention in its economy,
which is consistent with its mercantilist heritage.

B. Environmental and Sustainability Concerns

As China seeks to maintain its mercantilist policies and industrial growth,
it faces significant challenges related to environmental sustainability. China’s
industrialization has contributed to high levels of pollution and environmental
degradation, especially in heavily industrialized regions. The Chinese govern-
ment has increasingly acknowledged the need to balance economic growth with
environmental sustainability.

e China has begun to shift toward greener energy solutions and environ-
mentally friendly manufacturing to align with global concerns about climate
change. China is also investing heavily in renewable energy technologies and
electric vehicles (EVs) as part of its effort to reduce dependency on coal and
improve its environmental impact. However, balancing the continued push for
economic growth with sustainability goals remains a challenge.

8. Conclusion: China’s Mercantilist Legacy and Global Power

China’s mercantilist history has shaped its current economic model, which
blends state control, resource management, export-led growth, and strategic
industrial policies. From its imperial past through its modern era, China has
consistently sought to maximize national wealth by controlling key resources,
managing trade, and expanding its global influence.

e Mercantilist principles continue to inform China’s modern economic strat-
egy. These include state-directed industrialization, export promotion, and re-
source control. However, as China faces new global challenges, particularly in
the form of trade tensions with the West, environmental sustainability, and the
growing influence of global capitalism, its mercantilist strategies will continue
to evolve. The country’s Belt and Road Initiative, investments in technology,
and resource diplomacy reflect the ongoing legacy of mercantilism in China’s
bid to assert its dominance on the global stage.

China’s ability to combine mercantilist protectionism with global trade and
technological advancement will determine its future role in the global economy.
However, its mercantilist past provides a foundation for understanding how
China has achieved its economic rise and how it will navigate the complex
dynamics of global trade and geopolitical competition in the 21st century.
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