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Abstract

“Flag follows trade” was the saying used in the 19th century 
about the intertwining of politics, economics, and trade. Today, 
the United States of America is a world power economically, 
militarily, and politically. It benefits from free trade, spends 
more on its military than any other nation, and is thus a polit
ical heavyweight. The interaction of these components makes 
the United States the most powerful country in the world. How
ever, how trade, economic, and security policy interact in US 
foreign policy is rarely considered in a global context. This 
book shows how the American superpower relies on its global 
economic prowess to finance its power and thus maintain its 
position in the world vis-à-vis rising China.
  
Keywords: US foreign policy; security policy; trade policy; 
economic policy; free trade; geopolitics; USA
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Foreword

This book came about through my curiosity about the subject 
of American free trade policy, which is often understood as 
a purely economic issue. But, as the book shows, free trade 
is only an economic issue at first glance; it is rather highly 
political. This applies to the present as well as the past. For 
which nation and for what reasons a trade agreement was and 
is concluded is not only based on economic criteria but also 
security policy considerations.
Where there are free trade agreements, this also directly im
pacts every citizen of the countries involved, down to the mi
nor details of the economic agreements. Therefore, the issue 
concerns every individual. It is also about economic and politi
cal dependencies. However, this book is not about debunking 
conspiratorial myths. Instead, it is to show what particular free-
market ambitions the United States is pursuing in its policies. 
These are not to be evaluated ethically. Rather, this book aims 
to help better understand patterns of American foreign policy 
today by describing things in as nuanced a way as possible and 
drawing conclusions from it.
This book was written in an eventful time and is the result of 
more than six years of process. I wrote this book out of genuine 
interest, which drives me in addition to my job as a journalist 
and political scientist. It is essential that in these fast-paced 
times, there is also the leisure to explore backgrounds that may 
not reach a large readership but may be appreciated all the 
more by a few readers. It has not always been easy for me 
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to spare this time, so I am pleased that I have succeeded in 
bringing this work to a conclusion.
I have read and evaluated countless books and articles for 
researching this topic. Still, not all are in the bibliography be
cause not all were used for the primary purposes of this book 
and served as background literature. I have processed facts to 
the best of my knowledge and belief and incorporated them 
into my book according to scientific criteria.
I am writing a book about the connection between American 
security policy and US trade and economic policy. This is done 
from the outside perspective as a German on the US who has 
already spent some time in America himself. But it is certainly 
a different view than if this had been written from an Ameri
can perspective.
During the writing, many changes have taken place both pri
vately and professionally. I want to thank my wife, Anca, who 
has had my back for this project and has always encouraged me 
in my plans. I want to thank my two daughters, Liya and Yaira, 
who always bring joy and confidence into my life. And finally, I 
would like to thank G-d, without whose grace and support no 
human being can succeed in anything, let alone such a complex 
endeavor as writing a book.

Foreword
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Introduction

“When we invest in the economic development of countries, 
we create new markets for our products and reduce the like
lihood of instability, violence, and mass migration.” (Biden, 
2021)

For President Joe Biden trade and economic policy are part 
of security policy. In his security strategy, presented in March 
2021, he reaffirmed the position that his predecessors in office 
had also taken in various forms in American history.
As we enter the 2020s, the United States (US) is the strongest, 
largest, and most powerful economy on Earth. The country has 
held this status since the 1870s (Lind, 2012, p. 460). However, 
there is a possibility that America may have to relinquish this 
position to China. This loss would have fundamental signifi
cance for the future US path in world politics. Since the end 
of World War II, American economic and foreign policy has 
been based on many premises that were strongly linked to 
its hegemonic position and its position as the most powerful 
economic nation. This was based on the Pax Americana of 
making allies economically strong to strengthen their power 
regarding their own policies.
For the US to remain the most robust economy in the world, it 
relies on constant adaptation and thus change in its economy 
and policies to reflect the constantly changing world situation. 
In particular, the free trade agreements (FTAs) concluded with 
specific frequency in the 1990s and 2000s shed light on the 
US’s approach, motivation, and strategy in recent decades. The 
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US now maintains a global network of FTAs. To date, US gov
ernments have concluded FTAs with 20 countries, and more 
are being negotiated. They are based on a belief in free markets, 
which became increasingly popular in the US in the 1970s. 
Although trade is significant to the US, the US is reluctant by 
global standards to enter into FTAs. Thus, regarding the sheer 
volume of treaties, the EU or India move far ahead of the US 
(Melchior, 2018, p. 37).
“Flag follows trade” was the phrase used in the 19th century 
about the entanglement between politics and trade (Pollins, 
1989, p. 465). This book examines this nexus in US security 
policy, namely how the trade and economic policies have been 
linked to US security interests and whether the 19th-century 
principle still holds in US politics. In particular, it looks at 
the relationship between bilateral FTAs and political considera
tions. It thus brings together trade, economics, and security 
policy. Those fields are often considered separately in the pop
ular view, even though they are closely intertwined.
This book posits that a market-oriented view has notably 
shaped and continues to shape the United States’ foreign policy. 
Concurrent with free trade, a crisis in the American middle 
class developed, accompanied by creeping deindustrialization, 
stagnating real wages, and a growing trade deficit. Indeed, ac
cording to the context of American presidents since Ronald 
Reagan, American security can only be guaranteed if the econ
omy grows sustainably. When the economy stagnates, it direct
ly impacts American prosperity and, thus, national security. 
This connection exists because the US military apparatus must 
also be counter-funded. Conversely, the American economy 
benefits from growing defense spending because the American 
industry produces the government’s weapons (Reich, 1972, 
p. 303).

1 Introduction
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So which factors determine American foreign policy more, se
curity or trade and economics? To what extent do the factors 
interact with each other? Based on the findings, is it possible 
to make more precise assessments about the direction in which 
the strategy of American foreign policy will take? Or is the 
interplay of various factors in American foreign policy simply 
too complex to break down into two central elements? These 
questions will be answered in this book.
Regarding economic history, a free trade system exists because 
a dominant force benefits from it. In the 19th century, this was 
Great Britain; after World War II, this was the US (Hastedt, 
2000, p. 329). The economic history of the US is outlined in 
Chapter 2. In doing so, it also becomes clear what a central role 
capitalism plays in American history. This impact is evident 
in the country’s foreign and security policies. It is also present
ed how the US became the superpower it is today through 
economic policy decisions in the 19th century. Chapter 2 also 
outlines the limitations and the scope of American foreign pol
icy regarding trade and economics. The political institutions 
that shape American policy are explained.
Chapter 3 looks at the relationship between security policy on 
the one hand and economic and trade policy on the other. An
swers to this question can be found in the essential theories of 
international politics, realism, liberalism, and constructivism. 
Subsequently, the competing concepts of Grand Strategy are 
broken down in this context. Furthermore, the role of econo
mic and trade policy in US foreign policy will be conceptual
ized. For this purpose, the national security strategies since the 
term of Ronald Reagan are compared. Chapter 3 also explains 
how US economic policy is an essential part of US foreign 
policy, complemented by other security policy components.
The US concluded its first modern bilateral FTA with Israel. 
Therefore, the analysis of the different regions of the world 

1 Introduction
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begins with Chapter 4 by examining the Middle East region. In 
doing so, the region’s recent history concerning the US since 
World War I will be presented. It looks at the trade treaties 
that have been concluded from an economic and security point 
of view. It concerns the US FTAs with Israel, Jordan, Oman, 
and Bahrain. The American aim has been to normalize the 
relations between Israel and its neighbors. They followed only 
secondarily the goal of benefiting the American economy. By 
no means were those countries in the region that would have 
been economically most promising among the favorites for 
FTAs.
Chapter 5 looks at the Asia-Pacific region and focuses primar
ily on the rivalry between the US and China that defines it 
today. President Obama drafted the Trans-Pacific Partnership 
(TPP) trade agreement. TPP was seen as a means of US eco
nomic power containment vis-à-vis China as part of its turn 
towards Asia. The trade agreement with South Korea demon
strates a middle power strongly tied to China economically but 
dependent on the US for security. Equally relevant, however, 
is the economic-political relationship with Japan, which was 
already massively promoted by the US after World War II. 
The relationship with India shows how the US deals with an 
emerging economic power seeking its place in the international 
community. In addition, Chapter 5 looks at trade and security 
relations with Australia, Singapore, Malaysia, and Thailand. It 
analyzes how the US lost power and influence in the region 
with President Trump’s withdrawal from the TPP. In the Asia-
Pacific region, FTAs have also been and continue to be essen
tial to US security ambitions.
Chapter 6 deals with the connection between security and free 
trade on the American continent. First, we look at the North 
American Free Trade Agreement (NAFTA), today’s United 
States-Mexico-Canada Agreement (USMCA). It is examined to 

1 Introduction
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what extent the US sets the tone regarding security policy. The 
agreement called the “Central American Free Trade Agreement 
– Dominican Republic” (CAFTA-DR) with the countries of 
Central America and the Dominican Republic is also consid
ered in terms of security policy. It serves geopolitical objectives 
on the one hand, but also pragmatic security aspects related to 
the fight against drug-related crime, refugee movements, and 
corruption. The other trade initiatives with South American 
countries have a similar security policy orientation. The US 
still pursues the claim that the “Western Hemisphere”, in the 
sense of the Monroe Doctrine, must be its sphere of influence.
Chapter 7 examines the American relationship with Russia, di
rectly impacting the US relationship with the EU states. Eco
nomically, Russia is less important for the EU, apart from its 
partial dependence on Russian raw materials. Russia is still a 
military superpower, especially since the Ukraine war, posing a 
severe threat to the EU’s eastern member states. The economic-
political relations between the US and Russia since the end of 
World War II deserve consideration in Chapter 7.
Chapter 8 deals with the relationship between Europe and 
the US. It is possibly the most ambivalent political and eco
nomic relationship the US has. On the one hand, there is a 
joint defense alliance through the North Atlantic Treaty Or
ganization (NATO), a shared set of values between the two 
continents, and a similar idea of economic policy. On the other 
hand, the EU and the US stopped negotiating the bilateral 
trade agreement “Transatlantic Trade and Investment Partner
ship” (TTIP). Moreover, under President Donald Trump, an 
economic conflict developed. Built up with economic aid from 
the US, with whose help a post-Cold War eastward enlarge
ment was achieved, the EU has become a relevant political 
entity. Although the EU is governed in a unique decentralized 
way, it is economically powerful. Still, it rarely acts clearly and 

1 Introduction
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unambiguously regarding security policy issues, which burdens 
the transatlantic relationship.
Chapter 9 turns to the African continent and the FTAs with 
the US. The continent has long been underestimated by the 
US and holds a great deal of potential. The chapter looks at 
the agreement with Morocco, in which security policy factors 
played a role. In addition, the chapter deals with the negotiated 
agreement with Kenya. It shows that China knows how to gain 
a foothold on the African continent and could thus become a 
threat to the US.
Finally, Chapter 10 provides an overall analysis of whether 
there is a common line in US trade policy and what security 
policy considerations follow. The results and findings of this 
book are also placed in an overall context. The extent to which 
US trade and economic policy are interwoven and the signifi
cance this has for assessing US foreign policy in the future is 
also addressed.
Finally, chapter 11 concludes this book with a consideration of 
the interactions of US trade, economic, and security policy and 
answers the initial questions of this book.
First, however, we look at American economic history, the in
struments of American economic and trade policy, and the in
stitutional restrictions to provide the basis for this book. These 
topics will be presented in a somewhat condensed manner; 
extensive books could be filled with the respective individual 
aspects.

1 Introduction
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The American Continent

Security on the American continent, the Western Hemisphere, 
is ultimately the basis for a successful US global strategy. 
America has the geographical advantage of being surrounded 
by two oceans, to the east and west. Moreover, the US is sur
rounded by neighbors that do not pose a security threat to the 
north and south.
The historical background is explained in the first section 
of this chapter. The second section examines NAFTA, the 
FTA between the US neighbors Canada and Mexico. It was 
renegotiated under the administration of President Donald 
Trump and has since continued under the name USMCA. The 
third section of this chapter explains the FTA between Central 
America and the Dominican Republic (CAFTA-DR). It shows 
the economic and security interdependencies that define the 
relationship between the Central American states and the US. 
The fourth section examines further trade agreements in South 
America. Thus, the full range of US security and economic pol
icy on the continent is chronicled, beginning with the historical 
key points.

US Historical Key Points in the “Western Hemisphere”

Shortly after the republic’s founding, the US sought to gain 
power and continental expansion. European powers were grad
ually pushed off the continent. One example is the so-called 
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“Louisiana Purchase” of 1803, considered the most significant 
land sale in history. However, the former colony of Louisiana 
was much larger than today’s state. It doubled the territory 
of the US, extending from present-day Louisiana to the now-
Canadian provinces of Manitoba, Saskatchewan, and Alberta. 
Other wars and treaties with Native Americans and Spain led 
to further US expansion. Another land increase was the “Alas
ka purchase” in 1867, in which the US bought what is now 
Alaska from Russia for $7.2 million.
In addition to the gradual territorial expansion of the United 
States in the 19th century, the Monroe Doctrine, in particular, 
is central to framing US claims in North, Central, and South 
America. President James Monroe delivered the often-cited 
speech in Congress on December 2, 1823 (Bryne, 2020). In 
it, he announced that European interference in the Western 
Hemisphere would result in US intervention. Further coloniza
tion or other forms of interference were no longer tolerated 
(Monroe, 1823).
What motivation connected James Monroe and his successors 
to put the European powers in their place? The reasons also lie 
in the economic entanglements of the US. They grew within 
the continent, and with the growing economic commitment, 
the US intensified its efforts to secure them.
An example of economically motivated US intervention in 
Central America is linked to the creation of a new country. 
In 1903, Panama seceded from Colombia and became inde
pendent through US support. The goal was to build a trade 
crossing for ships in the form of what is now the Panama 
Canal. The rebellion in Colombia to create Panama and make 
the Panama Canal facilitated trade between the Atlantic and 
Pacific Oceans. Secretary of State John Hay, who negotiated the 
treaty, was also the owner of the Panama Canal Company.

6.1 US Historical Key Points in the “Western Hemisphere”
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In addition, between 1898 and 1934, the United States inter
vened militarily in 30 separate instances in the Caribbean, 
Mexico, and Central America. Associated with American in
tervention was the American commitment to democracy and 
progress. US President Woodrow Wilson expressed the US 
action as an undertaking as follows: “to teach the South Ameri
can republics to elect good men.”
In the 1930s, this policy changed with the administration of 
Franklin D. Roosevelt. He promised the countries of the West
ern Hemisphere a “Good Neighbor Policy.” The reason for this 
lay in the dubious record of US military intervention, leading 
to social upheaval in the countries concerned. In addition, the 
US was now an established economic power in the region, 
which brought another opportunity to use different methods 
to achieve the same interests of stability, influence, and strong 
economic ties.
During World War II, most of the countries in the Western 
Hemisphere supported the Allies in World War II. In 1947, 
they established a security treaty, the Inter-American Treaty of 
Reciprocal Assistance. In 1948, the Organization of American 
States (OAS) was created for solidarity and cooperation among 
its member states in the Americas. Article 2 states the goal: “To 
strengthen the peace and security of the continent.”
The Cold War ultimately led the US to increasingly view the 
region through the lens of global ideology and power conflicts. 
The continent reflected Cold War containment strategies di
rected against communism and Soviet influence. Thus, the 
“Good Neighbor Policy” was abandoned in favor of a policy of 
intervention. In 1954, for example, the US supported a coup 
in Guatemala. In 1959, the US government attempted to over
throw the Cuban revolutionary government with the help of 
the CIA, which led Cuba to turn toward the Soviet Union and 
enter into a security partnership with it. The direct result was 
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the Cuban Missile Crisis, which was the most severe nuclear 
crisis of the Cold War.
Following the debt crisis of the early 1980s, the “Washington 
Consensus” aimed to stabilize the performance of Latin Amer
ican economies and open them up to international markets. 
The consensus was a doctrine supported by the US govern
ment but practically implemented by multilateral organizations 
such as the International Monetary Fund (IMF) and the World 
Bank. Apart from Central America, the consensus replaced 
anti-communism as Washington’s primary concern in Latin 
America. The economic recession of the 1980s and 1990s, trig
gered partly by the “Washington Consensus,” led to a regional 
increase in drug production and migration to the United States.
After the Cold War, the US changed its approach to the Amer
icas away from the previous “Good Neighbor Policy” and the 
“Alliance for Progress” strategies. The emphasis was on democ
ratization and development and formal economic integration 
toward free trade, with the goal of a “Free Trade Area of the 
Americas.” In addition, there were new, non-traditional securi
ty threats, primarily in the fight against drug-related crime and 
its effects.
Today’s economic relations are highly interdependent: 58 per
cent of US oil (2016) comes from North/Central and South 
America. CAFTA-DR with Central America underlines the 
high dependence of these countries on the US economy. In 
contrast, USMCA underscored the importance of trade in the 
region, which is discussed in more detail in the following sec
tions.

6.1 US Historical Key Points in the “Western Hemisphere”
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North American Trade and Security

The Canada-US Free Trade Agreement (CUFTA) was the first 
economically significant FTA established by the United States 
(Schlegel, 2018, p. 4). Mexico and Canada entered into an 
FTA with the US in 1994, NAFTA. Not all promises made by 
politicians have translated into reality. Hufbauer and Goodrich 
(2004, p. 39) argued that there has been “almost no visible eco
nomic effect” on the US economy from NAFTA ten years after 
the FTA had started. US President Trump called the agreement 
“the worst trade deal ever” (Benning, 2018). According to the 
Trump administration, 700,000 manufacturing jobs were lost 
in the US (Kessler, 2017). However, this was not just an effect 
of NAFTA but a global economic transformation (Restrepo, 
et al., 2017, p. 1). Chinese imports have been a significant 
issue (Blecker, 2014, p. 5). The adverse effects of NAFTA on 
automotive jobs in the US and the negative impact on Mexican 
corn producers were also relevant (Hendrix, 2018). Trump’s 
distaste for certain aspects of NAFTA was why his adminis
tration renegotiated it. A new version of the agreement, the 
USMCA, was announced on October 1, 2018, after 14 months 
of negotiations. After national parliaments approved the deal, 
the agreement could enter into force (Tankersley, 2019). The 
economic impact of NAFTA was controversial, but today the 
successor agreement, USMCA, dominates trade in the region. 
In the first decade of NAFTA trade and investment nearly 
tripled (Pastor, 2004, p. 124). In NAFTA’s two decades, US 
exports to Mexico rose from $41 billion in 1993 to $240 billion 
in 2014, a 478% increase. Exports from Mexico to the US 
increased by 637%, from $39.9 billion in 1993 to $294.2 billion 
in 2014 (Fergusson & Villarreal, 2017, p. 14).
Security cooperation between Mexico, Canada, and the US 
developed further in the wake of the joint trade agreement. 

6.2
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