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American Exceptionalism: Economics

Beginning as a largely agrarian nation, the United States has become a leading global economic
power through a commitment to free-market capitalism, constitutionally protected property
rights, and innovation. From its founding, the United States’ rejection of mercantilist controls of
the eighteenth century drove incredible growth and enabled the US to outpace its contemporaries
across the centuries. America’s pioneering approach remains the foundation for its global leadership
and economic exceptionalism in the twenty-first century.

Free-Market Capitalism. Unlike the state-driven, mercantilist economies of eighteenth-century
European powers such as Britain and France, the United States embraced free-market capitalism
and laissez-faire principles that were inspired by Adam Smith’'s Wealth of Nations, published
in 1776. The American economic system prioritized limited government intervention as well as
competition and innovation, individual enterprise, and voluntary exchange. The rejection of top-
down, state-controlled trade, tariffs, and colonial monopolies led to greater wealth creation, fueled
innovation, and helped set the United States apart from contemporary nations that were bound
by rigid hierarchies. The US Constitution enshrined individual property rights. The 1790 Patent
Act democratized innovation by creating an efficient and affordable patent system for ordinary
men and women, in stark contrast to the lengthy bureaucratic European model that favored elites.
The result: over the next two centuries, the United States regularly experienced greater economic
growth, higher per capita income, more socioeconomic mobility, and a greater life expectancy
than its competitors with top-down economic systems.

Property Rights. In 1787, the US Constitution pioneered a new approach to property rights that stood
in stark contrast to its European contemporaries and propelled American economic exceptionalism
from the eighteenth century all the way to the present day. Most European powers at the time
were monarchies, and property rights were controlled through aristocratic privileges and hereditary
rights, sometimes subject to arbitrary confiscation and royal seizures. Intellectual property rights
favored elites and state monopolies via royal charters.

The United States, on the other hand, enshrined strong protections for private property and intellectual
property for individuals regardless of socioeconomic status or any hereditary rights. Inspired by the
English philosopher John Locke, the Founders believed individual and secure property rights were
essential to a free society. The Contract Clause (Article 1, Section 10) protected individuals from
arbitrary state interference with private agreements for debts, land grants, and business deals. The
Fifth Amendment curbed the government’s ability to deprive anyone of life, liberty, or property
without due process, and declared that no private property could be taken for public use without
just compensation. The 1790 Patent Act expanded upon the Intellectual Property Clause of the
Constitution (Article 1, Section 8), helping to democratize invention and innovation. Property rights
in America became a constitutionally safeguarded right, which encouraged widespread ownership,
spurred innovation, and enabled greater socioeconomic mobility.

American property rights drove innovation in industrialization in the nineteenth century, producing
inventions such as the telegraph, the telephone, and the light bulb. Property rights paved the way for
westward expansion with the Homestead Act and Pacific Railway Act of 1862, resulting in agricultural
and railroad booms. During the twentieth century, they led to the mass production of automobiles
and aircraft, economic booms, and postwar prosperity. Today, they underpin advancements in
technology such as Al. Throughout America’s history, its fundamental belief in individual property
rights has yielded exceptional economic growth, led to remarkable technological advancements,
and created widespread prosperity.
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Immigration and the American Labor Force. The core tenets of free-market capitalism and
constitutionally protected property rights, as well as the economic opportunity they provided,
attracted the immigration of global talent, which in turn, spurred rapid population growth and created
a diverse, dynamic, and dominant labor force. By the late 1800s, immigrants and their descendants
made up roughly 33% of American laborers. While the United States experienced a population boom
at a growth rate of around 3%, Europe grew more slowly, at around 1%, sometimes less, the difference
due in part to the millions of immigrants arriving in the US from Ireland, Germany, Italy, Poland, and
other European nations.

The influx of skilled laborers from overseas allowed for successful westward expansion in the mid-
to-late 1800s and enabled the agricultural and industrial booms of the late nineteenth and early
twentieth centuries. The United States was able to scale up its factories, steel mills, and railroads
faster than its European contemporaries, including Britain, France, and Germany, which experienced
not only slower population growth but also relied more on native labor or colonial workforces.

Immigration sustained the industrial revolution through the twentieth century and led to higher
incomes and lower poverty rates. By the twenty-first century, immigrant-founded companies in the
United States—including Google, NVIDIA, Tesla, and SpaceX—have generated trillions of dollars in
economic value and created millions of American jobs. For two and a half centuries, immigration has
helped drive and sustain US advantages in economic growth, productivity, and global leadership.

Industrial Dominance in the Twentieth Century. Building on the economic exceptionalism that
attracted waves of immigrants and created a dynamic, growing labor force, the United States
achieved unparalleled industrial dominance in the twentieth century.

At the turn of the century, the United States leveraged its vast labor force, both immigrant and
homegrown, to overtake older industrial powers, owning the world’s largest gross domestic product
per capita.

By the1920s, America had become the globalleaderinthe production of steel, automobiles, electricity,
and consumer goods. Innovations such as Henry Ford’s assembly line slashed not only production
times but also prices, creating a more democratized and affordable product for consumers.

Post World War |I, America’s industrial base expanded dramatically. On an annual basis, between
1945 and 1973, GDP grew at an average rate of 3.8%, labor productivity rose 2.5%, and wages rose
roughly 2.2%. The US pioneered high-value industries, including commercial aviation, computers,
semiconductors, and consumer electronics. By 1970, American firms dominated global markets in
automobiles, chemicals, and machinery.

Global competition grew in the late twentieth century, but the United States maintained leadership in
high-tech sectors, as well as manufacturing, R&D, and innovation. Rooted in constitutional property
protections, limited government interference, and a culture of innovation, America’s twentieth-
century industrial dominance cemented the nation’s status as the world’s leading economic power.

Public-Private Partnerships. The more monopolistic, state-driven models of Europe in the eighteenth
and nineteenth centuries stifled innovation. The United States, however, embraced a completely
different approach: public-private partnerships, rooted in free markets and property rights. Rather
than relying solely on government to develop, create, and expand national infrastructure like roads,
bridges, and railways, America, since its founding, has leveraged private enterprise to deliver public
projects, innovate, and develop technologies efficiently and at scale.
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Early examples like the Northwest Ordinance (1787) and the 1792 Post Office Act blended federal
oversight with private contractors for roads and mail, while the 1817 Bonus Bill (ultimately vetoed)
inspired states to encourage partnerships for canals and turnpikes, fostering collaboration without
full government control.

This public-private framework has driven American economic exceptionalism throughout its history.
In the nineteenth century, it enabled massive infrastructure booms, such as federal land grants to
private railroads that connected coasts and spurred industrialization. Twentieth-century public-
private partnerships amplified wartime and technological ascendance. Private firms such as Chrysler,
Ford, and Boeing produced unmatched output of tanks and bombers; the interstate highway system
(1956) blended federal funding with private construction; and NASA’s Apollo program (1960s)
partnered with Lockheed and other contractors in the race to the Moon. In the twenty-first century,
public-private partnerships, or PPPs, sustained leadership in tech and infrastructure—from the
Defense Department’s collaborations with universities and private firms to create the internet to
modern ventures like SpaceX’s NASA contracts for reusable rockets—generating trillions in value
and outpacing China’s state-owned enterprises. This hybrid approach has yielded exceptional US
growth, efficiency, and adaptability over more statist rivals.
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