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Lesson 58
U.S. Foreign Policy in a Global Age
(Section 5)

1

• In the cold war era (1947-1991), the world was split 
between Capitalism and Communism

• With the collapse of Communism, the world shifted 
towards a global economy

• As a result, the United States had to find new ways to 
compete in the global marketplace
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Capitalism Vs. Communism
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• Capitalism = Market Economy = 
Democracy
• Socialism = Mixed Economy = 

monarchy
• Communism = Command Economy = 

Dictator

• Dictator = one political party
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• Promoting Free Trade at the end of the Cold War, the 
United States had the largest economy in the world

• However, it ran a high trade deficit with economic 
powers such as China, Japan, and the European Union 
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• MEANING: We were buying items from China, Japan, 
and Europe, but we were selling very little to them

• A trade deficit occurs when the value of a country’s 
imports exceeds the value of its exports 

• One way U.S. leaders hoped to correct the trade 
imbalance was through free trade
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• To that end, in 1993, Congress passed the North 
American Free Trade Agreement (NAFTA) 

• NAFTA created a free-trade zone among the United 
States, Mexico, and Canada

• Supporters of NAFTA claimed that it would increase the 
market for American exports and would create new, high-
wage jobs for American workers 

• They also maintained that by boosting Mexico’s 
economy, NAFTA would help curtail illegal immigration 
from Mexico 
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NAFTA (North American 
Free Trade Agreement)
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Bill Clinton (1993-2001)
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• Opponents argued that NAFTA would cost jobs by 
encouraging American factories to move to Mexico, 
where labor costs were lower

• Whether or not NAFTA has been good for the U.S. 
economy is open to debate

• Trade among the United States, Canada, and Mexico has 
increased, but the U.S. trade deficit has continued to grow 
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U.S. factory work moves to 
Mexico
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• Many U.S. factories have moved out of the country, 
taking jobs with them, but more jobs have gone to China 
than to Mexico

• Employment continued to rise after NAFTA, although an 
economic downturn starting in 2007 began a lengthy 
period of high unemployment

• Whatever the impact of NAFTA might be, the United 
States has continued to pursue free trade
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Chinese Factory Workers
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• In 1994, the U.S. government participated in a major 
overhaul of the General Agreement on Tariffs and Trade 
(GATT)

• The first GATT, signed after World War II, had required 
its members to reduce barriers to trade

• The updated GATT called for further reductions. 
• It also established the World Trade Organization (WTO)
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GATT evolves to WTO
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• The main function of the WTO is to set trade policies and 
mediate disputes among its more than 150 member nations

• In the years that followed, the government made more than a 
dozen other trade pacts 

• These include a 2006 free-trade agreement with the 
Dominican Republic and five Central American countries 

• It is known as CAFTA-DR
• The creation of the WTO and the sharp increase in free-trade 

deals indicated that economic globalization during the post–
Cold War era was on the rise 
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CAFTA-DR
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• Several factors have contributed to its growth Trade pacts 
like GATT and NAFTA have certainly spurred the 
expansion of the global marketplace

• But advances in transportation and communications 
technology have been just as important

• The Internet, for example, has helped “shrink” the globe, 
making it possible for people in distant parts of the world 
to communicate and work together almost 
instantaneously

•
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SKYPE

19

TWITTER
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FACEBOOK
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• Globalization has produced many benefits 
• It has given more people access to goods and services 

from around the world
• It has helped promote economic development and create 

new opportunities in poor countries 
• It has also stimulated cultural diffusion, or the sharing of 

ideas and customs among nations
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Globalization
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• But globalization has also raised concerns 
• Environmentalists argue that the rapid growth of the 

world economy is adding to environmental problems such 
as global warming
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Global Warming
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• Labor leaders worry about the transfer of jobs to low-wage 
countries 

• Many people are also concerned that globalization may result 
in a loss of cultural diversity 

• They fear that modern, Western values will take the place of 
more traditional customs

• In addition, some critics argue that globalization amounts to a 
new type of colonialism by helping concentrate wealth in the 
hands of economically advanced nations and large, 
multinational corporations

•
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Loss of Cultural Diversity
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Roger Waters – It’s a 
Miracle -1992
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Pepsi in the Andes
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McDonalds in Tibet 
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• A multinational corporation has facilities—offices, 
factories, stores, warehouses—in more than one nation

• The Great Recession, discussed in the previous chapter, 
showed just how perilous globalization can be

• It began in the United States when the housing bubble 
burst and banks faced collapse

• Through the financial networks that link economies 
around the world, the recession quickly became a global 
phenomenon
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George W. Bush (2001-2009)
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• Clearly, the globalization that allows the free and rapid 
flow of goods, ideas, and money across borders can also 
spread financial chaos worldwide 

• It may create opportunities, but it also poses new and 
complex challenges

33



Name______________________ 

Period______________________ 

Lesson 58 Guided Notes (Section 5) 

 

1. In the cold war era, the world was split between ________________________________ and 

________________________________________. 

 

2. With the collapse of ___________________________________, the world shifted toward 

_________________________________________. 

 

3. Complete the chart 

 

Capitalism =                                            = 

Socialism =                                              = 

Communism=                                         =  

 

 

4. Who had the largest economy in the world after the Cold war? 

 

5. Who did the U.S. run a trade deficit with after the Cold War? 

 

 

6. What did the U.S. do to correct the trade deficit? 

 

7. What did Congress pass in 1993? 

 

 

8. What did NAFTA create? 

 

9. What did the opponents of NAFTA argue? 

 

 

10. What has happened to many U.S. factories since NAFTA was signed 

 

11. An economic Down turn in ________________________ led to a lengthy period of 

__________________________________. 

 

 

12. In 1994 the U.S. participated in a major overhaul of what world organization? 

 



13. What is the main function of the WTO? 

 

 

14. What CAFTA-DR? 

 

15. The internet has helped ___________________________ the globe. 

 

 

16. What are three benefits of globalization? 

 

 

 

 

 

 

17. What are some problems with Globalization? 

 



Name______________________ 

Period______________________ 

Lesson 58 Guided Reading (Section 5) 

Define 

1. Trade deficit- 

2.  North American Free Trade Agreement (NAFTA)- 

3. Free Trade Zone- 

4. World Trade Organization- 

5. Multinational Corporation- 

 

SHORT ANSWER 

 

6. In the cold war era, the world was split between ________________________________ and 

________________________________________. 

 

7. With the collapse of ___________________________________, the world shifted toward 

_________________________________________. 

 

8. Complete the Chart 

 

Capitalism =                                                 = 

Socialism =                                                   = 

Communism                                                = 

 

 

9. Who had the largest economy in the world after the Cold war? 

 

10. Who did the U.S. run a trade deficit with after the Cold War? 

 

 

11. What did the U.S. do to correct the trade deficit? 

 

12. What did Congress pass in 1993? 

 

 



13. What did NAFTA create? 

 

14. What did the opponents of NAFTA argue? 

 

 

15. What has happened to many U.S. factories since NAFTA was signed 

 

16. An economic Down turn in ________________________ led to a lengthy period of 

__________________________________. 

 

 

17. In 1994 the U.S. participated in a major overhaul of what world organization? 

 

18. What is the main function of the WTO? 

 

 

19. What CAFTA-DR? 

 

20. The internet has helped ___________________________ the globe. 

 

 

21. What are three benefits of globalization? 

 

 

 

 

 

 

22. What are some problems with Globalization? 

 


