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ABSTRACT

The pandemic shock of COVID-19 had the indirect but powerful consequence
of highlighting the limits of economic globalisation. National security not only
is a military matter but also includes, more than ever, the sectors of health, edu-
cation, industrial risks or the protection and availability of natural resources.
States can no longer forget that products and services essential to human sur-
vival (food, medicines, and civil protection) must always be available within
the country, either in stock or in immediate production capacity. The same
applies to the control of vital technologies (especially digital). The power rela-
tions openly expressed in the military order being extended to the economic
sector, as evidenced by the resurgence of economic sanctions. In the context of
nuclear dissuasion, for the superpowers, it is no longer a question of obtaining
mutual benefits through international exchanges; the will to weaken the power
of the other becomes prevalent. At a time when the acceleration of major or
more minor innovations is transforming the relevant spaces of socioeconomic
regulation, particularly the nation-state, when the masses and financial flows
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are becoming uncontrollable, when the effects of climate change and the finite-
ness of natural resources should force us to reflect on the real sustainability
of the dominant system of accumulation, logically implying determined coop-
eration, institutional innovations and more widely shared collective political
visions, States that lack theoretical and practical tools are tempted to turn in
on themselves. This paradox provides a breeding ground for new populisms and
other forms of nationalism and radicalism.
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INTRODUCTION

After the collapse of the Soviet Union, the process of economic globalisation
seemed inevitable (Brunat, 2010). Ideological conflicts having ‘disappeared’ with
the end of the Cold War, the American market economy and democracy having
prevailed, the world was to enter a period expurgated of all conflicts. An ‘end
of history’ (Fukuyama, 1992), a unipolar world, harmonious and without mili-
tary conflicts or economic and political rivalries of any kind were programmed.
The ‘peaceful’ free trade advocated in the 18th century by Montesquieu became
the basis of global social life. Neo-classical economists proposed deregulation,
a decompartmentalization of national economies and international finance.
According to this conception, strongly influenced by the Washington Consensus
adopted by the main international organisations—including the IMF and the
World Bank—and by many countries, the State could only exercise the regalian
functions of external security, maintenance of public order, definition of law and
justice, and a certain economic and financial sovereignty, particularly in matters
of currency. The main principle was ‘less State for a better State’, as a public
power protecting the freedom of trade and industry. The processes of privatisa-
tion, deregulation of the economy (finance, transport, education, health, etc.),
and stabilisation of major macroeconomic aggregates became the ‘scientific’ doxa.

Multinationals, freed from the demands of individual states, could then
impose their positive trade laws and increase global GDP for the benefit of the
ecumene. In this context, wars would become increasingly unlikely, as economic
interdependencies would reduce the possibility of armed conflict. The fear of
nuclear war would fade, American power and capitalism could organise, or even
impose, world peace. The result would be optimal economic growth, which would
benefit all countries through the trickle-down effect of the income of the rich as a
factor in the fight against poverty, thus reducing the spread of famine and hunger,
at least in the long term. But, for Keynes, ‘in the long run we will all be dead’. The
story was beautiful, a fairy tale. However, wars, terrorism and economic warfare
have never ceased to exist. Economics is an interesting compass, but it makes seri-
ous mistakes by always omitting specific political or sociological factors (Barre &
Fontanel, 1991).
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Today, as in the case of the COVID-19 pandemic and the war in Ukraine,
seems to be shrinking people’s well-being over time. The economic system based
on maximum and immediate profit for firms neglects the issues of global public
health, the depletion of the planet’s resources and global warming, three new
scourges which, already today and even more tomorrow, affect the whole of
humanity (Guilhaudis & Fontanel, 2019). For the liberal school standard, the
government has no possibility to develop a public program, while each citizen
becomes both the culprit and the victim of disease transmission.

The pandemic shock has highlighted the flaws of an economic system that is
both enlightened and blinded by a globalised but highly unstable market econ-
omy. It highlights not only the dangers of interdependence in a world of states
with competing ambitions and potential conflicts, the inability to regulate inter-
national markets in the face of these more or less unexpected events, the degra-
dation of public services essential to collective life but also the rise in societal
inequalities in the income, wealth and power of citizens. Behind constitutional
democracy, a ‘de facto’ plutocracy is taking hold and triumphing (Brunat &
Fontanel, 2021). In fact, these transformations already existed, but the COVID-19
brought them to light.

While it was a global pandemic, each country sought its own solutions,
sometimes in fierce competition within the same regional organisation. While
vaccination should probably have been universal, only countries with the finan-
cial means to purchase the necessary products were able to do so, with question-
able effectiveness given that the pandemic knows no borders. But globalisation,
from finance to human rights, is plural, with different rhythms and speeds, and
is highly asymmetric in its impacts, depending on the nature of institutional
development and natural conditions.

Today, a hybrid emergency system is taking place, and a new neo-mercantilism
made of bricks and mortar is taking hold. The liberal ideology of short-term
profit maximisation and the ‘trickle down theory’ remain fundamentally unchal-
lenged, but government interventions are often short-term, crisis-driven band-
aids, insufficient to counter the steady and lasting decline in well-being. In
times of social violence, the State is therefore, as always, called upon to help.
The notion of public authorities and the State in economics is vague, including
the relations between federal States and international, regional or local public
organisations. The sovereign State cedes part of its functions and privileges to
international economic organisations whose objective is to set the rules of free
trade in order to protect multinational companies from excessive intervention by
the national State.

However, in the context of power, relations between the great powers and mul-
tinational firms are above all concerned with their own interests, and they use
all the levers of public power to this end. They present themselves as essential
international players in the race for leadership by the States that created them.
Conceived and formatted after the Second World War, international organisa-
tions have neither supranational democratic legitimacy nor the means to exercise
regulation in times of crisis in interconnected markets. They remain bogged down
in the promotion of a breathless liberalism concerned mainly by production and
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profits that justifies the excessively unequal distribution of wealth and pays lit-
tle attention to environmental balances (Brunat, 2019; Saez & Zucman, 2020).
The political will and the tools for a true supranational socioeconomic regulation
are lacking, and particularly in a crisis situation where the lack of coordination
between States, mainly between military and economic superpowers, is lacking.
States delegate to multinational companies and trust the promotion of a domi-
nant ideology at the origin of the dysfunctions and excesses of globalisation.

The main failure is in the war and the economic war (Luttwak, 1993; Coulomb
& Fontanel, 2013). In the usual dictionaries, peace is defined as ‘the absence of
war’, which is presented as ‘the use of armed force’ to resolve a conflict situa-
tion. This definition highlights not only the endemic permanence of wars but
also the historical force of recourse to armed conflict (Fontanel, 2019). War has
always been an instrument of predation and power. It would become increas-
ingly unlikely as economic interdependence would reduce the opportunities for
armed conflict. The fear of nuclear war would fade, and American power and
capitalism could organise, if not impose, world peace. Globalisation has never
removed international economic sanctions against rogue States, but it is strongly
challenged in practice with regard to countries that use their armed force against
another country, as is the case with Russia since the invasion of Crimea (Brunat &
Fontanel, 2018). It has therefore not produced the expected peaceful effects in the
face of armed conflicts that respond to a classic geopolitical logic of power and
domination over border territories.

The State system remains the basis of international relations, and the politi-
cal system can be democratic, autocratic, oligarchic or plutocratic, which in an
economic system advocating free trade and industry modifies the practical experi-
ences of unbridled or more regulated capitalism. As a general rule, ‘private eco-
nomic warfare’ can be the result of the strategy of multinational firms (economic
intelligence, lobbying and political, financial and technological pressure, or even
industrial espionage ‘even among friends’), with the help of interested or con-
trolled States. Sanctions can be either unilateral when a single country applies
them or multilateral when two or more countries are involved. There are a lot
of actions, such as economic embargoes, boycotts, asset and foreign investment
freezes, visa bans on political and business leaders, the use of cyberattacks in
the digital economy and the enforcement of ‘secondary sanctions’ (Bonnecarreére,
2018; Laidi, 2019; Suscheva & Fontanel, 2020).

Mercantilism is not becoming the rule of international relations, but many
public actions would not have been repudiated by many mercantilists or national-
ists, such as List (1857), who promoted the protection of the national economy in
order to prepare it for international competition. Neo-mercantilists denounce the
imperfect and unequal competition, which in turn causes serious international
imbalances and tensions. States have been increasingly challenged as to their role,
particularly in the world economic order. Mercantilists have always emphasised
the importance of international State power at the expense of the standard of
living of citizens. Governments value their GDP as the ultimate economic goal
while multinational firms struggle to maximise their profits. Their actions on
ecology, climate or air pollution have been strongly inspired by the decisions of
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specialised international organisations, too often advised by dominant business
and financial interests.

The balance of power is re-emerging, and imperialist struggles remain alive
today, either through immediate war or through the threat of war. War continues,
globalisation has not produced the peaceful effects expected. It is the expression of
the law of the strongest, which has always existed everywhere. Economic warfare
has thus gone beyond the Cold War to become permanent, with ‘rogue States’ des-
ignated as such by the United States. The problem is more general, even with polit-
ical allies. In the event of a threat of cyberattacks, how can the European Union
protect itself from the power of GAFAM [Google (Alphabet), Apple, Facebook
(Meta), Amazon, and Microsoft] or malware from Russia or China?

In this context, governments intervene to alter economic relations to their
advantage, resembling mercantilism’ aspirations. Of course, this is not to say
that mercantilism is becoming the rule of international relations, but many pub-
lic actions would have been validated by many mercantilists. It is State policies
that go beyond neo-mercantilism, which aim to maximise a country’s exports and
curb imports, in order to receive large fiscal and trade surpluses, thereby provid-
ing a strategic economic incentive to the State. When there is a ‘market effect’, the
new keynesianism and mercantilism aims to achieve reindustrialisation objectives
by increasing inwards direct investment. The process following the observations
of Robert Mundell can be understood here as an investment accelerator bypass-
ing the barriers to imports of goods mainly (Mundell, 1957).

The new mercantilism aims to achieve reindustrialisation objectives through
increased inwards direct investment. But clearly, states have been increasingly
challenged as to their role, particularly in the economic order. Their actions on
ecology, climate or air pollution have been strongly inspired by the decisions of
specialised international organisations, too often advised by dominant business
and financial interests. In this context, States have been unable to assume full
responsibility for the components of national security. Indeed, States develop
their strategies in response to the interests of the ruling elites, who seek to advance
their own interests by collectively managing the downsides of such a policy.

The State can act by increasing spending on public research and develop-
ment to give national firms a competitive edge. It is worth recalling that there
are exceptions to the World Trade Organisation’s ‘Most most favoured-nations’
provisions on agriculture, regional and customs unions, the Generalised System
of Preference for developing countries and national security. US military spend-
ing has often been used as a hedge for the US government’s industrial policy,
forbidden by the WTO. The famous dispute between Boeing and Airbus is based
on subsidies awarded in the form of orders by the US government and European
States. The rise of the so-called GAFAMSs owes much to the US government sup-
port for research and development, the market, legislation and diplomatic influ-
ence. The fight against Huawei and other Chinese products in this lucrative digital
economy market is being waged with the support of the White House. NATO
countries are also bound by US rules.

These provisions recall, in a way, the Navigation Acts instituted by mercantil-
ist England in the 17th century. Governments have often established competitive
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clusters that enable the production of new products, infrastructure and the devel-
opment of goods and services, as in Japan, China or Singapore and even Germany.
In the United States, public support for R&D and military procurement plays a
significant, if not essential, role in the development of high-tech activities: this is
true industrial policy which has been able to fertilise a competitive sector, because
it involves public program actors and has no crowding-out effect on R&D, due to
the importance of the American scientific and technological system.

The Cold War was an extraordinary impetus for the territorial densification of
California’s industrial fabric, for example. Considerable sums of money from the
federal budget passed through University of California, Los Angeles’s (UCLA)
research laboratories and led to the creation of major industrial activities. The
creative genius of Bill Gates (Microsoft) or Steve Jobs (Apple) is certainly not
disputed, but nothing could have been done without dense relations between
political authorities, universities, and companies (Chastenet et al., 1990). The
industrial policy of the United States and its policy of innovation are closely
correlated with military spending, which has ultimately irrigated the private sec-
tor and the genesis of very large groups that are now multinational (Fontanel &
Sushcheva, 2019).

As Adam Smith feared in his day, in a free-market system, the state must
prevent the creation of ‘de facto’ monopolies. Today, the large production and
financial firms exert considerable influence on the decisions of a State and of
intergovernmental multilateralism. Behind the market economies, there are today
multinational firms that are always ready to engage in procedures that allow them
to enhance their own profit and dividends. Having dominant information organs,
they value the efficiency of liberalism; they propose technological or legal norms
that are favourable to them; they take advantage of the oppositions between
national and international public actors to maintain or even increase their advan-
tages; and they apply a policy of all-out lobbying, under the cover of scientific
analyses.

The private sector of oligopolistic production is able to influence national
governments and parliaments. It apparently defends the belief in a ‘trickle-down
theory’, according to which the enrichment of the “first in line’ (the richest) would
eventually benefit everyone. This is obviously not borne out by modern history.
The groups and shareholders of large multinational companies and banks have
appropriated most of the growth, even in crisis situations, thanks to their financial
power and their political and ideological connections. The new digital technolo-
gies create daily dependency and are able to actively participate in the decision
and election processes all over the world, according to the interests of their pro-
ducers and the nation that hosts them.

The ‘beggar-thy-neighbour strategy’ leads a country to solve its own economic
problems by means which worsen the economic situation of other countries. It
characterises the situation of competitive devaluation in order to improve its
competitive national economy. The example of the People’s Republic of China
in this respect in the recent period is interesting to study. China, which always
defends the market economy, carries out at its level a real mercantilist policy for
all the essential sectors of its economy and the United States of Donald Trump
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did not hesitate either to take measures which were so many infringements to the
market economy.

For neo-mercantilists, GDP economic growth is the main objective. However,
natural or organised scarcity is the main factors for the future conflicts. For exam-
ple, rare earths have exceptional natural qualities for making clean electricity and
for producing new information and communication technologies. However, they
have three disadvantages: first, they are available or listed in limited quantities
compared to the potential demand; second, their extraction is both costly and
highly polluting. Finally, most of these metals are poorly distributed in the world,
to the great advantage of China, which is taking advantage of this monopoly to
attract many high value-added activities dependent on rare metals. Economic,
political and military conflicts can arise from this scarcity and from the balance
of power between States.

The power relations among all of these collective organisations interfere with
the international system as it must be, ‘in theory’. The global competition is not
fair and the States divergence is not specifically economic. International power is
a goal for some countries or States associations. For Bill Clinton (2000) ‘to realise
the full opportunities of our economy, we must reach beyond our borders and
shape the revolution that breaks down barriers and builds new networks... We
must be at the centre of any global network’. In this context, actions are needed
to define and impose, at the international level, the US codes and standards for
health, the environment and digital technologies.

In this context, the States plays a major role in the race for wealth or in the
fight against an economic crisis. In order to fight against the pandemic-induced
economic crisis; President Joe Biden developed a Keynesian program and mer-
cantilist policy. Thus, it is the government’s duty to stimulate national economic
activity and employment. During the period of increasing protest against the way
in which modern production is developed and the dangers involved, White House
intends to help domestic firms, thereby both improving the export potential and
reducing imports. A Keynesian policy that lacks border protection is doomed to
failure. Emerging China, for example, also has a very large ‘market effect’ linked
to its demographics, the genesis of its middle class, and its announced growth and
development objectives. Beijing’s ambition is to become the world’s largest econ-
omy by 2049. For this autocracy, all policies are adopted with reference mainly to
national security, to the power of the State and to the struggle for economic devel-
opment, which is supposed to indirectly improve the well-being of its citizens.

For some radical economists, the operation of the market economy is mainly
managed by international relations imposed by dominant economic powers,
which are not limited to superpowers but extended more widely to multinational
companies and private financial powers. Following P. Krugman (1996), these
institutions develop a kind of ‘enlightened mercantilism’, which no longer offers
a pure market trade as a basic rule, but instead pursues a kind of mutually ben-
eficial trade concessions. However, the balance of power is obviously different
between States, depending on their economic and military strengths, and mul-
tinational companies depending on the specific character of the goods and ser-
vices on offer. The pharmaceutical companies that have sold pandemic vaccines
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to market have simultaneously established their own rules of operation based
on the expectations and financing capacity of public clients. In this context, the
States have not decided on common policies aimed at reducing the profits of these
companies. The governments were in competition themselves in order to obtain
the vaccines as quickly as possible.

CONCLUSION

The capitalism of liberal thinking is in crisis (Aglietta, 2019; Case & Deaton,
2020; Galbraith, 2014; Picketty, 2019). At a time when the acceleration of major
or more minor innovations is transforming the relevant spaces of socioeconomic
regulation, particularly the nation-State, when the masses and financial flows are
becoming uncontrollable, when the effects of climate change and the finiteness of
natural resources should force us to reflect on the real sustainability of the domi-
nant system of accumulation, logically implying determined cooperation, institu-
tional innovations and more widely shared collective political visions, States that
lack theoretical and practical tools, are tempted to turn in on themselves (Brunat,
2019), providing a breeding ground for new populisms or other forms of nation-
alism and radicalism. International economic relations can mainly become a
friendly countries affair, opening the way to possible disturbing conflicts between
Western democracies and united or multiform economic and military alliances
between today’s autocracies, such as China, Russia or India.

REFERENCES

Aglietta, M. (2019). Capitalisme: le temps des ruptures. Odile Jacob.

Barre, R., & Fontanel, J. (1991). Principes de politique économique. Presses Universitaires de Grenoble.

Bonnecarrere, P. (2018). Sur l'extraterritorialité des sanctions américaines. Rapport d’information
n°217. Sénat. https://www.senat.fr/rap/r18-017/r18-017.html

Brunat, E. (2010). L’économie russe: Modernisation, crise et géo-économie. Annuaire Frangais de
Relations Internationales, 11.

Brunat, E. (2019). Basculement du monde, développement humain et paix, Pour un art de la paix,
Editions de I’Ecole de la Paix, Grenoble.

Brunat, E., & Fontanel, J. (2018). La Russie de retour comme puissance militaire? Annuaire Frangais de
Relations Internationales, 19.

Brunat, E., & Fontanel, J. (2021). La science économique comme idéologie, la science de gestion comme
viatique de 'actionnaire. Marché & Organisations, 41.

Case, A., & Deaton, A. (2020). Deaths of Despair and the future of capitalism. Princeton University
Press.

Chastenet, D., Reverdy, B., & Brunat, E. (1990). Les interfaces Universités - Entreprises. Editions
d’Organisation. Paris.

Clinton, W. J. (2000). The American Presidency Project, Address Before a Joint Session of the Congress on
the State of the Union. https://www.presidency.ucsb.edu/documents/address-before-joint-session-
the-congress-the-state-the-union-7

Coulomb, F., & Fontanel, J. (2013). War and capitalism. In The marketing of war in the age of neo-
militarism. Routledge.

Fontanel, J. (2019). Différends, conflits et guerres économiques. Paix et Sécurité Européenne et
International, /1.



When Mercantilism Upsets Neo-Classical Liberal Thinking 15

Fontanel, J., & Sushcheva, N. (2019). La puissance des GAFAM: Réalités, apports et dangers. Annuaire
Frangais des Relations Internationales, 20.

Fukuyama, F. (1992). The end of history, McMillan.

Galbraith, J. (2014). La grande crise. Le Seuil.

Guilhaudis, J-F., & Fontanel, J. (2019). Les effets pervers de 'usage du PIB pour la décision poli-
tique et les relations internationales. Comment en sortir? Annuaire Frangais des Relations
Internationales.

Krugman, P. (1996). A4 country is not a company. Harvard Business Review.

Laidi, A. (2019). Le droit, nouvelle arme de guerre économique. Comment les Etats-Unis déstabilisent les
entreprises européennes. Actes Sud.

List, F. (1857). Systéme National d’ Economie Politique. Poche.

Luttwak, E. N. (1993). The Endangered American Dream. Simon and Schuster.

Mundell, R. A. (1957). International trade and factor mobility. The American Economic Review, 47(3),
321-335.

Piketty, T. (2019). Capital et idéologie. Le Seuil.

Saez, E., & Zucman, G. (2020). Le triomphe de 'injustice. Richesse, évasion fiscale et démocratie.
Le Seuil.

Sushcheva, N., & Fontanel, J. (2020). L’arme économique du droit extraterritorial américain. Working
Papers hal-02144089. HAL.



	Chapter 1: When Mercantilism Upsets Neo-classical Liberal Thinking: The Pandemic COVID-19 as a Revelation
	Introduction
	Conclusion
	References




