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Mercantilism: Government Control of Trade

ECONOMICS FOCUS The economic policy followed by most of Europe from the 1500s to the 1700s was called  mercantilism. This policy was also imposed on Europe’s colonies.
     As you read, think about why mercantilism could not continue indefinitely.

Mercantilism was based on several beliefs held by the various princes, kings, and leaders of Europe. First, they believed that the wealth of a nation came mostly from its possession of gold and silver. Second, they thought that exports to other nations were more beneficial than imports. Third, they believed that government interference in the economy was both necessary and right.

Supporters of mercantilism thought that colonial possessions such as those in the Americas should serve solely as markets for exports and suppliers of raw materials for the mother country’s industries. The colonies were forbidden to engage in manufacturing, and all colonial resources, such as gold and silver, were thought to belong to the mother country. 

To create capital, making goods such as machines and ships that produce or move other goods was encouraged. This provided a climate favorable to the growth of capitalism. Further, by restricting the economic

activities of the 13 North American colonies, mercantilism was a factor in the American Revolution.

WHAT DID YOU LEARN?

1. On what three beliefs was mercantilism based?

2. What role did mercantilists envision for the colonial possessions of a nation?

3. Critical Thinking: Synthesis  Mercantilism ultimately was the greatest contributor to its own decline. From your understanding of the reading, provide at least two examples to support this statement.
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ACTIVITY

The tables below contain data regarding the weight in grams of silver and gold imported by 
Spain from its colonies in America. Under mercantilism, Spain paid no more than the cost of 
extraction and shipment for these valuable materials. Today, gold and silver are traded in world 
markets. Calculate the approximate value of these Spanish imports on today’s market. The price of gold is $1,778 per troy ounce and silver is $34.78 per troy ounce. Calculating the price of gold or silver in grams is quite easy. All you have to do is divide the USD dollar amount of 1 troy ounce by 31.1035 and you have the price of your gold or silver. Please round to the nearest hundredth when calculating the current values.
	Period 
	Grams of Silver Current Value
	Current Value 

	1521–1530 
	148,739
	 

	1531–1540
	86,193,876
	 

	1541–1550
	177,573,164
	 

	1551–1560 
	303,121,174
	 

	1591–1600
	2,707,626,528
	 

	1621–1630 
	2,145,339,043
	 

	1651–1660 
	443,256,546
	 

	 
	 
	 

	Period 
	 Grams of Gold Current Value
	Current Value 

	1521–1530 
	4,889,050
	 

	1531–1540 
	14,466,360
	 

	1541–1550 
	24,957,130
	 

	1551–1560 
	42,620,080
	 

	1591–1600 
	19,451,420
	 

	1621–1630 
	3,889,760
	 

	1651–1660 
	469,430
	 


