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NEO-PROTECTIONIST ECONOMIC DOCTRINES:
THEORY AND PRACTICE

The aim of this study was to analyse how modern neo-protectionist economic doctrines,
including neo-mercantilism, neo-infant industry protection, and economic nationalism, have been
implemented in developing and advanced economies, with a specific focus on Georgia. The study
evaluates the impact of these doctrines on economic performance, national security, and industrial
policy, considering instruments such as tariffs, subsidies, digital service taxes, and non-tariff barriers.
Through a quantitative-comparative method, empirical data from 2018 to 2025 were analysed,
demonstrating how these protectionist strategies were adopted by both developed economies, such
as the United States and the European Union, and developing countries, including Georgia, India,
and Turkey. The research reveals that while advanced economies primarily use high tariffs and
subsidies to support strategic industries, developing economies adapt these tools to local contexts to
foster industrial growth, reduce dependence on foreign imports, and stimulate innovation. In Georgia,
government support for agriculture and the promotion of information and communication technologies
(ICT) have led to substantial economic growth, with the ICT sector contributing significantly to
GDP and employment. Comparable cases from India, including a 60% telecom import substitution
program, and Turkey’s cybersecurity investments, underscore the success of selective protectionism
in strengthening domestic value chains, fostering innovation, and improving resilience in the face of
geopolitical instability. Additionally, the study examines the political-economic drivers behind the
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adoption of protectionist measures, such as national security concerns, the need for industrial autonomy,
and pressures from global competition. The implications of neo-protectionist trends for global trade
governance, including the sustainability of the World Trade Organization and the rise of regional trade
blocs, are also discussed. The study emphasizes the growing importance of strategic trade policies
and non-tariff barriers in shaping the future of global trade, as countries navigate the tension between
globalization and economic self-reliance. By combining theoretical analysis with empirical evidence,
this article contributes to an understanding how neo-protectionism is reshaping global trade dynamics
and offering valuable insights for policymakers in Georgia and other developing economies facing
similar challenges. This research also highlights the need for a balanced approach to protect domestic
industries while ensuring continued engagement in the global economy.

Keywords: trade protection, state intervention, industrial strategy, digital regulation, strategic
policy, economic sovereignty
JEL classification: F13, L52, 019

MeTOr0 IIBOT'0 JOCITIIKSHHS 0YJ10 IIPOaHATI3yBaTH, SIK Cy4aCHI HEOPOTEKI[IOHICTChKI eKOHOMIYHI
JIOKTPUHH, BKITFOUAI0UX HEOMEPKAaHTHIII3M, HE0-3aXUCT MOJIO/INX raly3ei Ta eKOHOMIYHHI HalliOHAITI3M,
Oy BIpoBaJDKEHI B KpaiHax, 110 PO3BUBAIOTHCS, Ta PO3BUHEHHX KpaiHaX, 3 0COOJIMBUM aKIIEHTOM Ha
I'py3iro. JlocmipKeHHS OIIHIOE BIUTHB IMX JOKTPUH HA €KOHOMIYHI ITOKa3HUKH, HAIIIOHAEHY Oe3IeKy
Ta MIPOMHUCIIOBY TIOJITHKY, PO3TIIAAAI0UH TaKi IHCTPYMEHTH, K Tapudu, CyOcuii, mogaTku Ha nu(poBi
nocayrutaHerapudHi 6ap’epu. 3a 10TOMOT 010 KiTbKiCHO-TIOPiBHAIBHOTO METO Ly OyJI0 TpOaHaJi30BaHO
emmipuyti Jgani 3 2018 mo 2025 pik, 1m0 JEMOHCTPYE, SIK 1Ii IPOTEKIIOHICTChKI cTpaTerii Oyiu
MIPUIHSATI SIK PO3BUHEHUMH €KOHOMiKaMu, TakuMu sik Crionydeni Lltaru Ta €Bponeiicbknit Coro3, Tak
1 KpalHamH, 110 PO3BUBAIOTHCSL, BKItoUatoun I pys3ito, Inziro Ta Typeuunny. JlociimkeHHs OKa3ye, 1110
X04Ya PO3BHHEHI €KOHOMIKH MEPEBaKHO BUKOPHCTOBYIOTh BUCOKI TapuU(H Ta CyOCHIIT IS IMiATPUMKH
CTpaTeTIYHNUX Tady3el MPOMHUCIOBOCTI, KpaiHH, IO PO3BHUBAIOTHCS, alaNTYIOTh IIi IHCTPYMEHTH /0
MICIIeBIX YMOB, 1100 CIIPUATH TPOMHUCIOBOMY 3POCTAHHIO, 3MEHIITYBATH 3aJISKHICTH Bi/l iIHO3EMHOTO
IMIIOPTY Ta CTHUMYyJfoBaTH iHHOBauii. Y I'py3ii nepkaBHa MiATPHMKa CiJIbCHKOTO TOCIOAapCTBa Ta
npocyBanHsI iH(opManiiiHo-komyHikamiitHnx TexHoorii (IKT) npuzsenn 10 3HaYHOTO €EKOHOMIYHOTO
3pocranns, npuaomy cekrop IKT 3poOuB 3Haunmit BHecok y BBII ta 3aitasricts. IlopiBHSUTBHI
BUIAJKH 3 [Hil, BKIIIOYal0un IporpaMy 3aMillieHHs IMIIOPTY TeleKoMyHikamiil Ha 60% Ta iHBecTHIil
Typeuunan B KiOepOe3meKy, MiAKPECTIOITh YCIiX BHOIPKOBOTO MPOTEKIIOHI3MY Yy 3MIIIHEHHI
BHYTPIIIHIX JIAHITIOTIB CTBOPEHHS BapTOCTi, CIPHUSAHHI 1HHOBAIIAM Ta MiABHIICHHI CTIHKOCTI Mepen
00JIMYYSIM TeOnoNiTHYHOT HecTabinbHOCTI. KpiM TOro, y AOCHKEHHI PO3IIISIa0ThCs TOJIITHKO-
€KOHOMIYHI PYIIIHHI CHIIH, IO CTOSTh 32 BXXUTTSIM IPOTEKIIIOHICTCHKUX 3aXO0/iB, TaKi SIK MpoOIeMu
HAIIOHAJIbHOT OE3TEKH, HEOOXIJHICTh IPOMHUCIIOBOT aBTOHOMIT Ta THCK 3 OOKY II100aIbHOT KOHKYPEHIII.
Takok 0OTrOBOPIOIOTHCS HACTIIKA HEOMPOTEKIIOHICTCHKUX TCHICHIIN ISl YIIPABIIIHHS TII00ATBHOIO
TOPTIBIICIO, BKJIOYAIOYM CTilikicTe CBITOBOi OpraHizamii TOPTiBIi Ta 3pOCTaHHS pETiOHAIBHUX
TOPTOBEJIBHUX OJIOKIB. Y JOCTIIKEHHI IMiTKPECIIOETECA 3pPOCTal0ua BAKIIMBICTH CTpPATEriqHOT
TOProBeJbHOI MONITUKK Ta HeTapu(HUX Oap’epiB y (opmyBaHHI MailOyTHHOrO CBITOBOI TOPTiBII,
OCKIJIbKM KpaiHM JIONaloTh HAIPYKEHICTh MK TI0OATi3alli€l0 Ta €KOHOMIYHOIO CaMOCTIHHICTIO.
[Toennytoun TEOpPEeTHUHHMH aHai3 3 EMIIPUYHUMH JIAaHUMH, L CTaTTsl CHPHUSE PO3YMIHHIO TOTO,
SIK HEOMPOTEKIIOHI3M 3MiHIO€ JUHAMIKY CBITOBOI TOPTiBIIi, Ta IPOIIOHYE IIiHHI /1€l JUIS MOJITHKIB
y I'pysii Ta iHmMUX KpaiHax, IO PO3BHBAIOTHCS, SKI CTHKAIOTHCSA 3 aHAJOTIYHUMH BUKIMKaMHd. Lle
JTOCTI/DKEHHS TaKOXX ITIKPECTIOE HEOOXiAHICTh 30aJIaHCOBAHOTO MMiIXOAY A0 3aXHCTy BITYM3HSHUX
rajy3eil IpOMHUCIIOBOCTI, 3a0€3MeUyI0UH MIPU IIbOMY MOCTIHHY y4acTh y CBITOBIil €KOHOMILI.

Kniouosi cnosa: 3axucm mopezieni, depircagne smpyuanns, npomuciosa cmpamezis, yugpose
Dpezyneannsn, cmpameziuna noaimuKa, eKOHOMIUHUIL cyeepenimem
JEL classification: F13, L52, 019

Introduction. The resurgence of need to reassess the balance between
neo-protectionist ~ economic  strategies market liberalization and state economic
between 2018 and 2025, amid deepening sovereignty. Traditional frameworks of
globalization and growing geopolitical classical protectionism no longer sufficiently
uncertainties,  highlighted the urgent explained the complex mechanisms through
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which states sought to safeguard strategic
industries, national competitiveness, and
value-chain security. Modern approaches

combined selective intervention with
integration into the global economy,
expressed  through  neo-mercantilism,
neo-infant industry protection, strategic

trade policies, and economic nationalism
reinforced by regulatory non-tariff barriers.
Despite increasing scholarly attention,
research gaps remained. Few studies
systematically compared the theoretical
evolution of neo-protectionism with its
empirical implementation in different
political and economic contexts, especially
in developing economies. Existing literature
largely focused on the United States,
the European Union, China, and South
Korea, leaving countries like Georgia
underexplored, despite their growing reliance
on targeted industrial support and non-tarift-
barrier-based regulation to integrate into
global markets. Addressing these gaps was
critical for anticipating the future trajectories
of global trade governance, including
the regionalization of trade blocs and the
resilience of the World Trade Organization
(WTO) framework.

Contemporary research confirmed that
modern protectionism differed fundamentally
from classical forms: it is flexible, often
covert, and aligned with national innovation
and security goals. J. Douglas and T. Fairless
[1] demonstrated that countries such as the
USA, China, and India have used export
incentives, capital controls, and sovereign
funds to enhance economic leverage, which
has resulted in measurable growth of strategic
sectors.

Neo-infant industry protection,
originating from Friedrich List, has regained
prominence in high-tech sectors. Studies by
S. Singh and Sh. Acharya [2] and S. Barik [3]
confirmed that subsidies, temporary tariffs,
and innovation funding have increased
domestic production capacity and improved
technology transfer in India and Vietnam,
thereby reducing their dependency on external
suppliers. Strategic trade theory legitimized
state intervention in globally competitive
sectors. R. Cherif et al. [4] and L. Rotunno
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and M. Ruta [5] revealed that selective
subsidies in aerospace and semiconductor
industries allowed the EU, the USA, and
South Korea to secure long-term market
shares and stimulate domestic innovation.
Research on Georgia demonstrated similar
tendencies in a small open economy.
N. Taktakishvili [6] and G. Giguashvili
and T. Makasarashvili [7] showed that
state-supported programs in information and
communications technology, agricultural
exports, and real estate development
increased national export capacity and
created conditions for participation in
regional value chains. Economic nationalism
and regulatory non-tariff barriers represented
another dimension of neo-protectionism.
J. Caragher [8] and M. Jefferson and A.
Serwin [9] documented how health, safety,
and cybersecurity standards were embedded
into trade regulations in India, Turkey, and
Poland, producing measurable benefits
for domestic producers and enhancing
supply-chain security.

The aim of this study was to analyze
how neo-protectionist doctrines were
implemented in developing economies —
particularly Georgia — and to evaluate their
economic outcomes in the 2018-2025 period.
To address this aim, the study pursued the
following objectives:

* to develop the contemporary
theoretical framework of neo-protectionist
doctrines and distinguish them from classical
protectionism;

* to categorize and analyze the
practical applications of neo-mercantilism,
neo-infant industry protection, strategic
trade theory, and non-tariff barriers-driven
economic nationalism in selected case
studies, with emphasis on Georgia;

* to identify the political-economic
drivers behind the adoption of these doctrines,
including national security, industrial policy,
and global competition pressures

* to evaluate the economic outcomes
of these policies in terms of trade balance,
sectoral growth, and integration into regional
value chains;

* to assess the implications of
neo-protectionist trends for the future of
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global trade governance, including World
Trade Organization sustainability and the
rise of regional trade blocs.

By combining literature synthesis with
empirical evidence, this article contributes
to the understanding of how developing
economies navigate the tension between
globalization and economic self-reliance,
offering practical insights for policymakers
in Georgia and similar states.

Materials and Methods. This research
was conducted between June and July 2025
and combined a theoretical framework
analysis with an empirical document-based
study, tracing the evolution of protectionist
doctrines from classical mercantilism of
the 16th century to contemporary neo-
protectionist strategies of the 21st century.
The methodology was designed to assess
how neo-mercantilism, neo-infant industry
protection, strategic trade theory, and
economic nationalism manifest in practice,
with a focus on regulatory non-tariff barriers
as instruments of selective state intervention.
Eight countries were selected for the
comparative analysis: the United States,
China, India, Vietnam, South Korea, Poland,
Turkey, and Georgia. The selection was
based on three criteria:

* documented implementation of
neo-protectionist measures between 2018
and 2025, including tariffs, subsidies,
sector-specific incentives, and non-tariff-
barrier-based restrictions;

* availability of official policy
documents and legal acts in national or
verified international repositories;

» diversity of economic scale and
institutional context.

The inclusion of both large economies
(United States, China, India) and smaller
open or transitional economies (Georgia,
Poland, Vietnam) allowed an assessment
of how these doctrines are adapted under
different capacities for state intervention,
with a specific emphasis on developing states
such as Georgia. The empirical analysis
relied primarily on official legal and policy
documents, complemented by secondary
academic sources for interpretation. Key
materials included Section 232 of the Trade

Expansion Act [10], which authorizes import
restrictions on national security grounds;
the CHIPS and Science Act [11], aimed
at promoting domestic semiconductor
production;  India’s  Production-Linked
Incentive Scheme, providing sector-specific
subsidies for domestic manufacturing;
and the Telecommunications Act of the
Republic of Poland [12], which reflects non-
tariff-barrier-based protection in critical
infrastructure sectors. Georgia was examined
as a unique case of strategic trade theory
application in a small open economy, relying
on policy publications and academic analyses
provided by BTUAI Georgia [13] and other
peer-reviewed journal sources.

Quantitative data were obtained from
UN Trade and Development (2025a; 2025b)
trade reports, which were used to identify
and classify protectionist trade measures
adopted since 2020. Policy instruments were
categorized into three groups: industrial
protection (tariffs, subsidies, import quotas),
strategic promotion (sectoral aid, research
and development funding, export-linked
incentives), and regulatory control (non-tarift-
barriers framed as health, environmental,
or cybersecurity requirements). This
categorization allowed the study to assess
the functional role of each policy tool in the
context of neo-protectionist doctrine. All
legal texts and government documents were
sourced from official national repositories
or international databases and cross-verified
through secondary academic interpretations
to ensure contextual accuracy. Only policy
acts with official legal status or government
confirmation were included. This combined
approach of theoretical and document-based
empirical analysis enabled a systematic
evaluation of how neo-protectionist doctrines
are expressed in practice across different
economic and institutional settings.

Results. Protectionism has a long and
developinghistory ineconomic consideration,
stretching from early mercantilist doctrines
of the 16th and 17th centuries, which
emphasized state control over trade and the
accumulation of national wealth, through
classical liberalism of the 18th and 19th
centuries, which advocated for free markets
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and comparative advantage, to more detailed
interpretations such as strategic trade theory,
neo-mercantilism,  neo-infant  industry
protection, and economic nationalism
with regulatory non-tariff barriers. Each of
these theoretical frameworks has provided
expressive justification for the protection
of domestic industries and the strategic
regulation of international trading [14].
Particularly, modern approaches emphasize
the role of market drawbacks, technological
gaps, and unequal distribution of power
in global trading, which can require active
state intervention [15]. For this reason, the
exploration of the foundational theories that
have formalized the protectionist economic
mentality and have, in varying forms, affected
the development of what is now called neo-
protectionism is necessary. The analysis
begins with the earliest economic doctrines
and processes and extends to present-
day theoretical frameworks that clearly or
ambiguously justify state intervention in
international trade.

Classicalmercantilism,whichdominated
European economic considerations from the
16th to the 18th centuries, was rooted in
the belief that state power derived directly
from wealth, especially precious metals. It
evolved into a combination of policies aimed
at maximizing exports and minimizing
imports to achieve a consistent trading
surplus. The doctrine highlights state control
over trading flows and economic planning as
a method to provide geopolitical dominance
[16]. In general, “protectionism” includes
“mercantilism,” with the differences between
them lying in their approaches. Interesting
ideas of gratuitous government protectionism
are discussed in Shota Rustaveli’s (12"-
13" centuries) “The Knight in the Panther’s
Skin” [17].

Such protectionist practices have had
and continue to have a significant impact on
global economic trajectories, particularly in
the context of rising neo-protectionism [18].
Neo-mercantilism, as a subsequent adoption
of this approach, refocuses the purpose

from bullion accumulation to industrial
competitiveness and macro-financial
sustainability. It contributes one-sided
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protectionist measures — namely, across-the-
board tariffs, selective export encouragement,
import restrictions, and managed currency
regimes — to:

» reduce trade and current account

deficits;

» restore domestic ~manufacturing
capability;

* minimize dependence on strategic
imports (e.g., semiconductors, critical
minerals, etc.);

* enhance sovereign economic

autonomy [1].

In contradistinction to mercantilism,
which relied considerably on colonial
trading  monopolies,  neo-mercantilism
operates within the globalized economy
and international legal frameworks (World
Trade Organization, etc.), often justifying
intervention under advocacy or anti-dumping
pretexts. It has gained relevance in the context
of post-COVID supply chain fragility,
geopolitical rebalancing, and strategic
disconnection from rival economies. The
renaissance of neo-mercantilism is clearly
visible in current global trading policy
trends, notably in the actions of advanced
economies such as the US economy. Thus, in
April 2025, the United States implemented
a broad 10% universal import tariff, which
became the most comprehensive general
tariff since the 1930s. This was accompanied
by targeted increases, namely: 34% on
imports from China (including electronics,
batteries, and steel); 20% on European Union
products (in particular, luxury vehicles, wine,
and pharmaceuticals); 25% on automized
imports from North American partners,
specifically Canada and Mexico [19] (Fig.
1), referring to “national industrial security”
in accordance with Chapter 232 of the Trade
Expansion Act [10].

These actions elevated the US average
effective tariff ranking to approximately
24%, which had not been observed since the
Smoot-Hawley Tariff Act of 1930, when the
tariff was elevated to 40%, but simultaneously
applied to far fewer items. The current regime
affects imports worth over USD 1.8 trillion
and introduces non-tariff mechanisms such
as local content rules, foreign investment
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Average Tariff Rate (%)

1930s < 1930s (Smoot-Hawley Tariffy  1980s (Reagan-era trade friction)  2000s (WTO/globalization)

20182020 (Trump trade war) 2025 spike (new tariffs)

Fig. 1. US average tariff rates, 1930-2025, and the return of neo-mercantilism

Notes: from 1950 to 2000 US tariffs steadily declined from around 15% to 4% as multilateral trade
agreements under GATT and later the World Trade Organization promoted liberalization. In 2018 trade
tensions with China caused a modest rise in tariffs to approximately 6-7%, representing a temporary
departure from the long-standing liberal trading trends.

Source: compiled by the authors in accordance with UN Trade and Development [19].

restrictions, and countervailing subsidy
systems. According to data from Global
Trade Alert as of March 2025, there were
more than 4,650 active import-restrictive
measures across G20 nations (a staggering
75% growth compared to 2016) [20]. This
includes not only tariffs, but also technical
barriers to trade, safeguard investigations,
domestic purchase preferences, and state
assistance programs for import-substituting
industries [21, 22]. Furthermore, the current
account balance of the US, which was 2.6%
of GDP, showed signs of recovery in early
2025, decreasing to 1.4% of GDP by Q1 2025,
which indicates a short-term improvement
in trade flows because of reduced imports
and the impact of regional outsourcing
(nearshoring) [23]. U.S. protectionist policy
contributes to the restructuring of global
supply chains and the emergence of new
regional trade hubs, which are directly linked
to nearshoring processes [24]. Similarly,
states like India have expanded or are still
expanding neo-mercantilist instruments.
Thus, in 2025, India announced plans to
apply 1,100 product-specific tariffs, maintain
tight quantitative restrictions on digital
goods and manures, and mandate 70%
local sourcing in public procurement for
infrastructure [25]. The reappearance of neo-
mercantilism is also legitimized by strategic

trade concerns, notably concerning China’s
state capitalism system and vulnerabilities
of supply chains, which appeared during
the COVID-19 pandemic. Policymakers are
increasingly convinced that protectionist
actions are necessary for economic
sovereignty, sustainability, and security of
supply, even though these concepts are not
strictly economic, but still dominate trade
discourse [26].

An equally significant neo-protectionist
economic doctrine is neo-infant industry
protection, which builds on the classic
infant industry argument first articulated by
Alexander Hamilton and later developed
by Friedrich List. This doctrine holds that
emerging domestic sectors often lack the
economies of scale, technological expertise,
and market depth necessary to compete
with established foreign competitors. To
bridge these gaps, temporary protection
through tariffs or targeted government
support is considered essential until these
industries become competitive [27]. List
also argued that free trade benefits primarily
those countries that have already achieved
industrial maturity. Protecting “infant”
industries enables them to reach a level
of development where they can compete
on equal footing in the international arena.
Without such support, industrialization may
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be slowed by the early collapse of developing
sectors under pressure from more advanced
foreign competitors. In the 20th century, the
infant-industry argument was subsequently
formalized in economic models by scholars
such as Ha-Joon Chang, who has particularly
noted the hypocrisy of development states
that advocate free trade while simultaneously
protecting their own industries, which has
occurred historically. In his research, Chang
provides empirical evidence that virtually all
industrialized countries, namely the USA,
Germany, Japan, and South Korea, relied
heavily on protectionist measures during
their development periods. Contemporary
adaptations of the infant-industry argument
do notrely exclusively on tariffs. The updated
industrial policy plays a key role in their
support, combining traditional protectionist
measures ~ with  innovative  incentive
mechanisms [28]. Instead, they advocate for
targeted industrial policy, including:

» production-linked incentives
direct subsidies;

* local content requirements, which
mandate a certain share of domestic input;

* export incentives and tax holidays
for strategic sectors;

» state-funded R&D, particularly in
tech and green energy;

* temporary non-tariff barriers such as
licensing quotas or environmental standards
[29, 30].

These tools are justified on the basis
of dynamic comparative advantage — the
idea that comparative advantages are not
fixed and can be developed through policy
intervention. Furthermore, proponents of
this idea argue that global market failures
(i.e., information asymmetries, coordination
problems, or first-mover advantages) justify
public support during the early stages of
industry formation.

One of the most notable modern
implementations of the infant-industry
principle is India’s Production-Linked
Incentive Scheme, launched in 2020 and
expanded in 2022. With a budget exceeding
USD 26 billion, the program provides
targeted subsidies and performance-based
incentives across more than 14 sectors,

and
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including electronics, solar photovoltaics,
pharmaceuticals, advanced battery
manufacturing, food processing, telecom,
and electric vehicles. By June 2024, the
Production-Linked Incentive Scheme had
secured approximately INR 1.28 lakh crore
(about USD 155 billion) in committed
investments, generating confirmed output
worth INR 10.9 lakh crore (USD 136 billion)
and projecting total output of INR 14 lakh
crore (USD 163 billion) [31]. In FY2024
alone, the scheme facilitated exports valued
at INR 4 lakh crore (USD 49 billion).
Notably, in electronics trade with the USA,
India moved from a trade deficit of -USD
0.6 billion in FY2017 to a surplus of +USD
8.7 billion in FY2024 [32]. Investments in
food processing reached INR 8,910 crore
across 213 locations, creating approximately
289,000 jobs and directly benefiting over
900,000 farmers by increasing domestic
procurement and rural incomes. The telecom
and electronics sectors experienced rapid
growth, with mobile phone value addition
rising to 20% within three years — surpassing
Vietnam’s 18% over 15 years — and
achieving around 60% import substitution in
telecom products [2, 3]. Job creation remains
a central success metric, with over 700,000
direct and indirect jobs generated, about 36%
of the five-year target (Fig. 2). Additionally,
INR 26,000 crore was allocated in mid-2024
to the electric vehicle sector, aiming to create
750,000 direct jobs and position India as a
competitive hub for next-generation mobility
manufacturing [33].

Despite some sectoral successes, India’s
Production-Linked Incentive Scheme has
faced significant challenges. As of October
2024, only USD 1.7 billion of the allocated
USD 23 billion had been disbursed, and
actual output achieved just 37% of initial
targets, indicating delays in implementation.
Sectoral performance varied, with electronics
and pharmaceuticals exceeding expectations,
while the steel and solar energy sectors
underperformed [34]. Manufacturing’s share
of India’s GDP declined slightly from 15.4%
in 2020 to 14.3% in 2024, raising concerns
about the program’s structural impact. The
observed difficulties largely reflect scenarios
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Fig. 2. Longitudinal analysis of mobile phone value addition in India, Vietnam, and China
(1999-2024)

Note: India’s value addition remained around 30-40% until 2020, then surged to 60% by 2024. Vietnam
increased steadily from 5% in 1999 to 28% in 2024. Between 2015 and 2024, China’s mobile phone value
addition increased from 34% to 59%, demonstrating steady growth over this period.

Source: created by the authors in accordance with S. Singh and Ch. Acharya, S. Barik.

of protectionist policy and its consequences
[35]. Consequently, the scheme will not
expand beyond the original 14 sectors, and
alternative mechanisms are being explored
[2]. These mixed outcomes reflect broader
global patterns observed in the countries
analysed in this study:

* South Korea successfully used
strategic trade policies in the automotive and
clean energy sectors during the 1980s and
onwards, achieving significant export growth
and innovation [3];

e China’s “Made in China 2025”
initiative, focusing on robotics and
renewable energy, catalyzed rapid industrial
transformation and green technology
dominance [2];

* In contrast, prolonged protectionism
in other developing economies has sometimes
led to inefficiency and dependency (these
cases are excluded from the main analysis)
[36].

Strategic trade theory, emerging in
the 1980s through the work of economists
like Paul Krugman and James Brander,
argues that government intervention can
alter competitive dynamics in oligopolistic
industries with increasing returns to scale.

Governments may use targeted policies —
such as export subsidies, R&D support, and
preferential financing — to help domestic
firms overcome market entry barriers and
achieve global competitiveness, potentially
enhancing national welfare [4, 37]. The
United States exemplifies this through
the CHIPS and Science Act [11], which
allocated USD 52 billion to semiconductor
manufacturing and R&D, aiming to raise
domestic production from 12% to 28% of the
global advanced chip supply by 2032. This
comprehensive approach includes subsidies,
tax credits, and workforce development
to compete with East Asian producers. In
South Korea, strategic trade interventions
in the automotive sector led to a twelvefold
increase in vehicle exports since the late
1980s. Clean-energy vehicle exports surged
by 160% from 2020 to 2024, reaching
707,853 units, while Hyundai-Kia’s vehicle
exports in 2024 were valued at USD 53.36
billion, representing 7.8% of total exports
[38]. China’s green technology sector grew
rapidly, with a 40% year-on-year growth in
clean-energy investments reaching CNY 6.3
trillion (USD 890 billion) in 2023. The sector
contributed 40% of China’s GDP growth,
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supported by substantial solar and wind
capacity expansions and global leadership in
solar panels and electric vehicles [5, 38]. A
significant case within the study is Georgia,
which adopted a small-scale strategic trade
approach focused on the information and
communications technology and telecom
sectors. Between 2020 and 2023, information
and communications technology turnover
rose from GEL 185 million to GEL 2.4
billion, with exports reaching USD 8§92
million [6]. Employment grew sixfold to
over 30,000, and average IT wages doubled,
well above the national average, stimulating
broader economic growth and contributing
7.5% to real GDP expansion in 2023 (Fig. 3).

In 2020-2024, the following increased:
foreign revenues of the Georgian IT sector
by 9.3 times; the number of employees by
twofold; the average salary by 2.1 times.
The information and communications sector
plays an important role in the growth of the
Georgian economy. In 2024, its share in GDP
was 6.4% [39, 40, 41].

In practice, economic nationalism uses
digital services taxes as another regulatory
tool. Currently, 18 countries (including
Turkey (7.5%), Poland, France, and Canada)
have imposed digital services taxes targeting
multinational digital firms like Google and
Amazon. These taxes help governments

30

)
2
w0

recover revenues from companies operating
without a physical presence while protecting
domestic digital firms [42]. In addition, one of
the most prominent examples of this doctrine
in action is the USA—China tech decoupling.
Since 2018, the USA has imposed tariffs
on Chinese -electronics, reaching up to
145%, affecting a bilateral trade volume of
USD 582 billion by 2024. During this time,
China’s share of US imports declined by 8
percentage points, and Chinese foreign direct
investment into the US dropped by 16% to
USD 44 billion in 2023. The US Entity List,
which restricts technology exports to Chinese
companies, expanded from 130 entities in
2018 to over 530 in 2022, focusing on such
significant companies as Huawei, ZTE, and
SMIC [43]. Additionally, the USA and the
EU have implemented stricter investment
evaluation, targeting Chinese ventures
in Al, biotech, and quantum computing.
The economic effect of these measures is
significant. US exporters have lost USD 130
billion in market capitalization due to supply
chain disruptions linked to export controls.
Globally, digital trade output has fallen by
7%, productivity by 2.9%, and prices have
risen by 1.5% over five years due to these
barriers [44, 45].

Poland’s embrace of economic
nationalism, in its own turn, in the digital

Vﬂ I l
cT Trade Industry (Manufacturing) Real Estate Construetion Agriculture Public Administration Transportation & Storage  Financial Services Other sectors

Fig. 3. Georgia’s sector performance in 2023

Note: beyond the standout performance of the information and communications technology sector, several
other industries contributed significantly to Georgia’s economic expansion in 2023. Trade and industry
grew by 16% and 14% respectively, followed by real estate (10%), construction (8%) and agriculture
(7%). Moderate growth was also recorded in public administration, transportation and financial services,
reflecting broad-based economic activity across diverse sectors.

Source: created by the authors in accordance with BTUAI Georgia [13].
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and telecommunications sphere reflects a
strategic turn towards neo-protectionism
grounded in state sovereignty and national
security. Based on regulatory precedents
across Europe, Poland enforces data
localization, cybersecurity standards, and
investment assessment to protect against
external threats, which reflect global ‘friend-
shoring’ trends aimed at reducing dependence
on external risks [46]. The doctrine holds
that protecting sensitive digital infrastructure
is as significant as traditional defense; this
prospect is sharpened by regional geopolitical
tensions. By October 2024, Poland had
committed to spending nearly PLN 10
billion (approximately EUR 2.3 billion)
on cybersecurity over the following two
years. Earlier, in mid-2024, the government
launched a “Cyber Shield” initiative,
allocating over PLN 3 billion (roughly EUR
700 million/USD 760 million), with PLN 1.5
billion dedicated to local government systems
and PLN 2.8 billion for collaboration with
state banks to strengthen digital infrastructure
[9] (Fig. 4). These investments demonstrate
the practical application of industrial policy,
which requires a balanced approach [47].
Complementing these state-directed efforts,
the US-based Microsoft committed an
additional USD 700 million to its 2020—
2023 EUR 1 billion data centre buildout,
to bolster Poland’s cybersecurity and cloud
infrastructure. The scale of threats justified
these investments. In 2023, Poland reported
over 150,000 cybersecurity incidents, a 45%
YoY increase, causing PLN 2.8 billion in
direct financial losses. In 2024, the monitoring
agencies recorded roughly 100,000 hacking
attempts, with critical sectors like utilities
facing over 2,000 weekly attacks, compared
to the EMEA-wide average of 1,679 [48].
Legally, Poland enforced strict
data retention rules as predicted by its
Telecommunications Act of the Republic
of Poland (2004), obligating providers to
store metadata for 12 months domestically.
This aligns with the EU’s GDPR framework
and the upcoming NIS2 Directive, which
empowers regulators to sanction ‘“high-
risk” infrastructure and suspend operations
deemed insecure, namely a critical non-tariff

barrier influencing sensitive technology
access [49]. Nevertheless, Poland redirected
PLN 30 billion (EUR 7.2 billion) from EU
recovery funds to establish a comprehensive
Security & Defence Fund, focusing on
cybersecurity, dual-use technology, and
critical infrastructure modification [9]. These
comprehensive legislative and financial
efforts demonstrate Poland’s strategic
approach to securing its digital and physical
infrastructure against emerging threats,
laying a foundation for resilient national
security frameworks and establishing long-
term sustainability [50].

Thus, protectionism and its forms (neo-
mercantilism, infant industry protection,
and  economic  nationalism)  remain
significant instruments of state policy. They
demonstrate that free trade and globalization
do not always provide equal benefits for
all countries. Even advanced economies
actively employ tariff and non-tariff measures
to support strategic industries, reduce
import dependence, and safeguard national
security. Neo-protectionism is shaping a new
architecture of global trade, where economic,
technological, and geopolitical interests are
closely intertwined. Moving forward, this
analysis transitions into a broader discussion
of how such protective measures interact with
international trade dynamics and technology
access in an increasingly interconnected
world.

Discussion. The practical disclosures
of neo-protectionist doctrines analysed in
this research offer compelling evidence
that globalization is undergoing a strategic
adjustment rather than a linear decline. States
are reasserting agency over trade regimes,
industrial development and technological
infrastructure. This trend is not exclusive to
large economies but indicates a structural
adjustment of global economic governance.
One critical insight derived from this study
is the transformation of protectionist logic
from reactionary to anticipatory. Policies
once used responsively (for shielding
industries from immediate shocks) are
now increasingly applied preventively to
secure long-term strategic advantages. To
illustrate, the US Trade Expansion Act,
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Fig. 4. Poland’s cybersecurity and digital infrastructure investment in 2024

Note: in 2024, Poland dedicated PLN 260 million through the MoDA Cyber Fund for cyber incident
response and infrastructure protection, alongside PLN 2 billion for cyber defense within the Eastern Shield
hybrid threats program. Together, all these efforts form part of a PLN 6.26 billion investment, emphasizing

Poland’s commitment to strengthening digital security and resilience amid evolving geopolitical
challenges.

Source: created by the authors in accordance with M. Jefferson and A. Serwin.

Section 232 has been mobilized not only
to oppose immediate trade imbalances,
but also to redefine national security in
economic terms. Similarly, the CHIPS and
Science Act marks a paradigmatic shift in
US policy. Its provisions go beyond simple
industrial support, reflecting the strategic
trade theory’s statement that a country’s
support in oligopolistic high-technology
sectors is not only economically beneficial
but often necessary. This research supports
and expands upon H.-J. Chang’s finding that
such targeted intervention can shift global
competitive dynamics, particularly in sectors
with increased returns to scale.

In terms of strategic trade theory, the
results confirm that its practical application
is both flexible and institutionally embedded.
In the USA, China, and South Korea,
strategic trade instruments are used to
support domestic champions and to shape
the global regulatory and technological
environment. China’s “Made in China” and
dual circulation strategies follow a similar
logic, though with a more state-centric
foundation. This research contributes to the
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growing consensus among scholars such as
L. Rotunno and M. Ruta and A. Zabtocka-
Abi Yaghi and T. Tomaszewski, who
argue that strategic trade theory has shifted
from a niche model to a mainstream policy
framework under global competition. In the
case of Georgia, the application of strategic
trade thinking is modest but significant.
Based on BTUAI Georgia and other sources,
this study finds that Georgia has prioritized
sectors where global competition is relatively
low but growth potential is high — particularly
logistics, construction, agriculture, and digital
services. The study highlights targeted tax
exemptions, simplified export procedures,
and support for high-skilled labor training
as the main tools employed. While Georgia
lacks the fiscal scope of larger economies,
it reflects a strategic consideration aligned
with the theory: identifying comparative
advantage niches and building national
capability around them. This supports recent
thinking by N. Taktakishvili, who asserts that
smaller economies can adapt strategic trade
doctrine through regulatory innovation rather
than financial expenditure. The study also
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strongly confirms the relevance of economic
nationalism and the spread of regulatory non-
tariff barriers. In the USA, Turkey, France,
Canada and Poland non-tariff barriers serve
as both protective and normative tools. The
Telecommunications Act of the Republic
of Poland, as an example, formalizes
technical standards that functionally restrict
Chinese hardware producers without directly
invoking security discourse. Similarly, in
the USA export bans on advanced chips
and AI technologies targeting China are
couched in national security language but
clearly align with industrial protection
goals. Turkey’s cultural certification
practices, while presented as consumer
protections, also signal a renewed emphasis
on identity in economic policymaking. These
developments support the central claim of
this study: neo-protectionist doctrines do
not represent a retreat from globalization but
rather a recalibration — redirecting openness
toward selective and strategic engagement
based on national interests and long-term
sustainability.

One striking insight from the results
is that non-tariff barriers are now deployed
proactively. Rather than acting simply
as defensive mechanisms, they serve to
structure market entry in ways that privilege
domestic firms. This contradicts the long-
standing narrative of non-tariff barriers as
protectionist distortions and instead shows
that they are evolving into instruments of
state economic policy [8, 51]. Furthermore,
non-tariff barriers often escape World
Trade Organization scrutiny because
they are grounded in legitimate public
policy objectives, such as safety, ethics, or
consumer protection. The research confirms
that these justifications, although strategic,
are increasingly aligned with real governance
challenges, including digital privacy, health
risk management, and environmental
standards. The overlapping use of different
doctrines within a single country suggests a
flexible approach to economic sovereignty.
States now combine instruments depending
on their sectoral goals and institutional
capacity [52]. The US, for example, applies
neo-mercantilism in macro-trade balances,

infant industry protection in semiconductors,
strategic trade in clean technology, and
non-tariff barriers in digital infrastructure.
China follows a similar pattern but with more
centralized execution. This layered approach
indicates that modern protectionism is
not about isolation but about selective
integration, where openness depends on
national priorities [53]. Equally important,
the research highlights a trend in how states
communicate and legitimize protectionist
measures. Increasingly, governments present
such measures not as narrow nationalist
tactics, but as frameworks for sustainability,
inclusion, and long-term competitiveness.
This change in rhetoric, reflected in official
policy documents of multiple countries,
helps to build broader political support for
interventionist trade policies. The implication
is that neo-protectionism is not hidden or
apologetic; it is reframed as an essential
strategy for navigating global complexity
and technological risks.

Conclusions. This research has
demonstrated that neo-protectionist
economic doctrines are not transitional policy
anomalies, but integral tools of contemporary
economic governance across advanced,
emerging and mobile economies. The
empirical examination of neo-mercantilism,
neo-infant industry protection, strategic
trade theory and economic nationalism
reveals a paradigm shift in global trading
structure. These doctrines, although diverse
in implementation, share a common
rationale, namely the strategic preservation
and advancement of national economic
interests under the pressures of global
interdependence and multipolar competition.
In the case of neo-mercantilism, the research
identified ongoing patterns across China,
the USA, India. These states employ export
promotion domestic industrial subsidies
and targeted currency strategies not simply
for protection, but to shape global market
positions. Far from being defensive, such
strategies reflect a proactive logic aimed at
securing long-term comparative advantages.
Neo-infant industry protection, analysed
through cases such as the USA, South
Korea, China, Vietnam, and India, illustrates
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how historically and contemporary powers
develop key sectors through time-bound
but targeted interventions. This approach
fosters the transition from technological
imitation to innovation leadership, validating
classical economic assumptions about
dynamic comparative advantage in industrial
catch-up. The study also sheds light on the
evolution of strategic trade theory from
abstract models into concrete policies in
the USA, China, South Korea, the EU, and
notably Georgia. In Georgia’s case, the
integration of academic insights from local
institutions and policy frameworks grounded
in strategic sector development illustrates
how even smaller economies operationalize
these theories to recalibrate their global
economic positioning. Regarding economic
nationalism and regulatory non-tariff barriers,
the findings underscore how countries use
non-tariff tools (ranging from digital services
taxes and data localization laws to cultural
regulations and investment assessment) as
instruments for both market control and value
system protection. The examples of Turkey,
Poland, the USA, and China reveal that these
non-tariff barriers are neither accidental
nor simply reactive. Rather, they constitute
a deliberate recalibration of sovereignty

in the context of digital and technological
globalization.

The practical significance of this
study lies in its integrated comparative
approach, which emphasizes the
adaptability and cross-regional relevance
of neo-protectionist instruments.
Methodologically, it demonstrates that
national strategies, although shaped by
unique domestic contexts, now converge in
their proactive engagement with the global
economic system. However, the study faced
certain limitations, including restricted
availability of disaggregated policy impact
data, especially from the Global South —
which constrained quantitative analysis.
Additionally, rapid technological and
geopolitical changes mean some findings
may soon require updating. Future research
could expand by examining how neo-
protectionist frameworks intersect with
environmental policy, labor markets, and
digital sovereignty, as well as exploring their
social costs and distributive effects to better
assess long-term sustainability. Overall, the
study reaffirms that contemporary states
remain central actors in shaping global trade
dynamics — not through isolation, but via
strategic engagement.
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The aim of this study was to analyse how modern neo-protectionist economic doctrines, including
neo-mercantilism, neo-infant industry protection, and economic nationalism, have been implemented
in developing and advanced economies, with a specific focus on Georgia. The study evaluates
the impact of these doctrines on economic performance, national security, and industrial policy,
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considering instruments such as tariffs, subsidies, digital service taxes, and non-tariff barriers. Through
a quantitative-comparative method, empirical data from 2018 to 2025 were analysed, demonstrating
how these protectionist strategies were adopted by both developed economies, such as the United
States and the European Union, and developing countries, including Georgia, India, and Turkey. The
research reveals that while advanced economies primarily use high tariffs and subsidies to support
strategic industries, developing economies adapt these tools to local contexts to foster industrial
growth, reduce dependence on foreign imports, and stimulate innovation. In Georgia, government
support for agriculture and the promotion of information and communication technologies (ICT)
have led to substantial economic growth, with the ICT sector contributing significantly to GDP and
employment. Comparable cases from India, including a 60% telecom import substitution program, and
Turkey’s cybersecurity investments, underscore the success of selective protectionism in strengthening
domestic value chains, fostering innovation, and improving resilience in the face of geopolitical
instability. Additionally, the study examines the political-economic drivers behind the adoption of
protectionist measures, such as national security concerns, the need for industrial autonomy, and
pressures from global competition. The implications of neo-protectionist trends for global trade
governance, including the sustainability of the World Trade Organization and the rise of regional trade
blocs, are also discussed. The study emphasizes the growing importance of strategic trade policies
and non-tariff barriers in shaping the future of global trade, as countries navigate the tension between
globalization and economic self-reliance. By combining theoretical analysis with empirical evidence,
this article contributes to an understanding how neo-protectionism is reshaping global trade dynamics
and offering valuable insights for policymakers in Georgia and other developing economies facing
similar challenges. This research also highlights the need for a balanced approach to protect domestic
industries while ensuring continued engagement in the global economy.
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