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On the Role of Mercantilism in the Pioneering Rise of the Netherlands
MEI Junjie

Abstract: As the Netherlands was “the first modern economy” and an early advocate of free trade,
people tend to believe that its rise to prominence had nothing to do with mercantilism. A closer look into history,
however, reveals that the Netherlands in its rapid development also employed such mercantilist policy tools as
tariff protection, industrial encouragement and government intervention, and that its free trade was after all based
on the strong productive efficiency nurtured by mercantilism. Indeed, the Dutch implemented precociously the
catch-up development strategies inherent in mercantilism: cultivating comparative advantages in industries of
increasing returns; attracting migrant factors of production to accelerate industrial upgrading; enhancing economic
competitiveness through imitation, innovation as well as import substitution. As for its decline, it was a relative one
engendered mainly by the more aggressive mercantilism that Britain and France practiced while the Netherlands
was to experience its “the rich’s disease”, such as de-industrialization, the dispersion of skills and capital, and the
loss of entrepreneurship and inventiveness, all running counter to mercantilist principles.
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