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Abstract

Mercantilism, as an important thought , affects the world deeply theo-
retically and practically ever since its occurrence in the sixteenth centu-
ry. Theoretically, except for numerous workers on theories or policies,
several most important economists have done some research on mercanti-
lism, such as Adam Smith , John Maynard Keynes, Joseph Schumpeter and
Paul Samuelson etc. . Practically, mercantilism dominated liberalism in
most of the time in human history.

Based on the review of its development history and associated theo-
retical literature ,the book has done some researches on mercantilism by
taking it as a development theory of nations in open economies. By utili-
zing the analytical framework of the neoclassical open macroeconomics,
the book has examined the relationships between mercantilism and wealth
accumulation , social welfare , macroeconomic policy , economic growth and
the exchange rate etc. . First of all,in a small open real economy in chap-
ter 4, it is shown that an increase of the degree of mercantilism will
increase the levels of consumption, asset accumulation and the lifetime
optimal social welfare ,an increase of import lariffs will raise the long-run
levels of the total consumption and foreign asset accumulation, and the
H-L-M effect does exists. Secondly, by incorporating money and foreign
exchange in a small open monetary economy, chapter 5 re-examines the
effectiveness of all sorts of macroeconomic policies. Except government
expenditures, all other macroeconomic policies including consumption
tax , monetary policy, development of mercantilism and foreign exchange

intervention raise the long-run equilibrium levels of consumption and for-
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Abstract

eign asset accumulation. By extending the research on mercantilism to the
stochastic framework of multi-country open economy, chapter 6 investi-
gates the intrinsic relationships between mercantilism and security invest-
ment , financial openness and economic growth. It is shown that different
countries have different economic effects facing the same technological or
preference shocks. Meanwhile, financial openness has different growth
effects; financial openness enforces economic growth for the countries
with patient residents while slowing economic growth for those countries
with impatient residents. By introducing mercantilism in a two-country
economy , chapter 7 shows that the stocks of both foreign assets and mon-
ey determine simultaneously the short-run dynamics of the exchange
rate. Specifically, the relative increases of money supply raise the
exchange rate and the domestic currency appreciates, while the relative
increases of foreign asset accumulation decrease the short-run exchange
rate and the domestic currency depreciates. Moreover, through the empi-
rical test on the theoretical model by using the data sets of US and Chi-
na, we provide a new viewpoint on the short-run appreciation of
RENMINBI. In a word, the research results of the book not only provide
theoretical supports for all sorts of mercantilist and protectionist policies ,
but also put forward some useful suggestions on how to utilize mercantil-

ism rationally.

Key words: Mercantilism Social Welfare =~ Macroeconomic Poli-

cies Economic Growth Exchange Rate
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