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shaping a new economic order that moved beyond feudal relationships to one 
in which capital fueled broader commercial ties.

The establishment of joint stock enterprises owned by their contributing 
investors, such as the Dutch East India Company in 1602, marked the emer-
gence of private corporate actors in building overseas trading networks. The 
Dutch East India Company was the first trading company of its kind created 
to facilitate the spice trade and was the largest European trading company by 
1620.2 With the advent of the modern state in 1648 as a result of the Peace of 
Westphalia, trade in manufactured goods became a key factor in accumulating 
national wealth and power. Intense competition prompted states to aggres-
sively pursue export outlets while restricting the access of foreigners to home 
markets. Such mercantilist policies promoted their interests and extended 
both the breadth and depth of their influence. But mercantilism was a risky 
strategy that invited retaliation and 
threatened to disrupt the flow of com-
mercial activity. As both a trade policy 
and a more general way of thinking 
about the forces driving the world econ-
omy, it emphasizes intense competition 
for limited resources and vigilance in 
protecting national interests, regardless 
of international consequences. Mercan-
tilism has remained popular, particularly 
during periods of economic contraction 
when competition is most intense.

By the late 1700s, Britain was becom-
ing a dominant force within the system. 
As the birthplace and center of the Indus-
trial Revolution, it had the resources and 
capability to extend its commercial reach. 
The development of new technologies 
provided the incentive to seek additional 
materials and new markets. Britain’s 
overwhelming political and military 
power facilitated the development of a 
vast colonial empire that contributed 
greatly to its dominance during this 
period. Although other European nations 
sought to limit competition by restricting 
imports of British goods, Britain’s exports 
continued to rise. The British Parlia-
ment’s 1846 repeal of its Corn Laws, 
designed to protect national agriculture 
through tariffs and other measures,  

Every individual necessarily labours to 
render the annual revenue of the society 
as great as he can. He generally, indeed, 
neither intends to promote the public 
interest, nor knows how much he is 

promoting it. By preferring the support 
of domestic to that of foreign industry, 
he intends only his own security; and by 
directing that industry in such a manner 

as its produce may be of the greatest 
value, he intends only his own gain, and 
he is in this, as in many other cases, led 
by an invisible hand to promote an end 
which was no part of his intention. Nor 

is it always the worse for the society 
that it was no part of it. By pursuing his 

own interest he frequently promotes 
that of the society more effectually than 
when he really intends to promote it. I 
have never known much good done by 

those who affected to trade for the 
public good.3
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