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ABSTRACT 

 

In searching for ways to ameliorate the economic tension between the US and China over the 

RMB’s valuation, a unique entrepreneurial partnership involving Africa is offered as a possible 

resolution.  

 

 

ith the attention of U.S. policy-makers divided between the protracted battles against Islamic 

terrorists in Iraq and political scandals at home, global economic issues until recently, particularly 

with China, seemed to have taken a backseat.  As a result of a new initiative by Treasury Secretary 

Henry Paulson, two high-level ―Strategic Economic Dialogues‖ over the last year (based on semi-annual meeting 

commitments from a September 2006 agreement between President Bush and Chinese President Hu Jintao) have 

centered on the ever-increasing economic ties between the two countries.  And not surprisingly given the tension 

now in US-China economic relations, the main focus has been on the valuation of the Chinese RMB (Yuan), and in 

particular on how to reduce America‘s swelling trade deficits with China.  Good thing, too, as the U.S. has to fund 

millions of dollars a day in debt service alone with China, leaving some people to think that the Chinese leaders 

meeting with American officials recently should have dressed in green qi paos, symbolic of landlord dominance in 

the pre-revolutionary era of China's past.  Doubtless, China‘s emergence on the world stage will only lead to more 

intense competition and conflict unless U.S. policy-makers can find a strategy for cooperation. Maybe they should 

look to Africa, and begin to think of new paradigms of investment aid, based on privately-led, market 

entrepreneurism -- one field where Americans have led the world and for which China and America can be 

pragmatic partners in a new dynamic form of globalization.   

 

  ―Opportunity cost‖ is defined as lost choices we could have made to use resources in other ways. While 

America is engaged in debating many issues of global leadership militarily and otherwise, what is not being 

discussed in Congress, over the airwaves, or across dinner tables are the monies and influence that weren't 

expended, but could have been, for different purposes and in different places in the world.  Among America‘s many 

global obligations is its commitment to honor the U.N. Millennium Development Goals to halve global poverty by 

2015.  Presently, the U.S. provides only 0.17 percent of its GDP in foreign aid to the developing world, which is far 

behind its promise of 0.70 percent and next-to-last place among developed countries. Obviously, under current 

trends America will not meet this obligation in the next nine years amid huge fiscal deficits (projected to total well 

over $2 trillion under even the rosiest assessments of the Bush Administration through fiscal year 2009, after 

inheriting a $128 billion surplus in fiscal year 2001 from the Clinton Administration) and a trade deficit growing and 

breaking new records every year. (Almost a third of the 2006 U.S. $763 billion trade deficit was with China alone; 

in fact, almost $500,000 of net outflow in trade from the U.S. to China occurs every minute of every day, on the 

average, or $30 million an hour).   

 

 Foreign entities already own half of America‘s $8.7 trillion national debt.  In November of 2006, China 

acknowledged what many international trade economists had calculated; they have attained over $1 trillion in 

foreign currency reserves (estimates are that 70% of their holdings are in U.S. dollar-denominated notes, with over 

$340 billion in T-Bills alone), surpassing Japan as the country with the most foreign-controlled U.S dollar reserves. 

By the May 2007 Strategic Economic Dialogue hosted by the US, China‘s reserves had reached $1.2 trillion.  One 

knee-jerk response from Congress has been to threaten a 27.5 percent tariff (based on a bill in the Senate by Senators 

Schumer and Graham) on all Chinese imports coming into the U.S. to penalize Beijing for undervaluing its 

currency.  That threat continues to raise its hoary head with the new shift in Congressional power back to the 
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Democrats, they may be even more demanding on the Chinese in resolving trade and currency imbalances – and the 

message is clear -- ―either revalue the RMB or this tariff will be slapped on all imports from China‖.  Even under the 

Republicans, Congress gave Beijing a window of time to show progress in alleviating this problem, by, showing 

some means of revaluing its currency.   

 

 Perhaps in partial response to the rising tide of animosity on this issue, The People‘s Bank of China 

(China‘s central bank) recently allowed the renminbi to trade within a wider band; in July of 2005, the band was 

allowed to vary from 0.3%/day while in May of 2007, the band widened to allow trading of up to 0.5%/day – all 

subject to Beijing‘s central bank‘s discretion, of course.  (The RMB has appreciated approximately 8% since the 

2005 announcement.)  The People‘s Bank of China at the time of the 2005 revaluation policy also stated that 

exchange-rate appreciation could ―play a role in addressing international payments imbalances‖ to help cool off 

China‘s overheated economy.  The US Department of Treasury in June of 2007 announced that China‘s currency is 

undervalued, but did not go as far as declaring China a ―currency manipulator‖, however.  Congress, though, is in 

the mood to confront and blame China with almost twenty bills offered to punish China for its supposed role in 

causing America‘s trade deficit.  Yet, the plain truth is that unless America changes its own macro-economics, very 

little will be done to satisfy Congressional, labor, and business trade protectionist hawks.   

 

 Without a doubt China holds a huge share of America‘s global trade deficit because of trade displacement, 

and that trade displacement is mostly throughout Asia, though.  There is very little overlap between what little 

America manufactures (only 11% of the US economy is in manufacturing these days) and what China exports.  If 

China‘s exports became more expensive, the US would simply switch to buying those products from other foreign 

companies and sources; there would be no net reduction in our global deficit, just a redistribution of it to other 

countries.  The only way to fix that is to convince Americans to spend less and save more since China and other 

foreign countries are only selling what Americans want to buy in the quantities Americans demand.  America‘s 

negative savings rate is the culprit according to many IT&F experts, with no realistic prospect for reducing our trade 

deficit, regardless of the trade measures we might adopt or impose to limit imports from China. 

 

Moreover, Chinese leaders won‘t be bullied into anything having to do with its currency evaluation.  

Chinese central bank officials privately note that they believe the RMB to be undervalued as well, but they don‘t 

know by how much (estimates among global economists range from 20-50%); the Chinese central bank officials 

will allow it to appreciate slowly, at their own designated pace without marching to any other country‘s demands.  

Moreover, many world leaders think it would be foolish now for either the U.S. or China to aggravate the somewhat 

tenuous relationship between the twin engines of global economic growth.  Instead, what seems to be occurring is a 

downward spiral of animosity and misunderstanding, leading to a potential trade war.  This is where Africa can 

provide common cause to alleviate this geo-political conundrum.  

 

AFRICAN POVERTY 

 

  Almost 1.2 billion people on the planet live on less than $1/day, while over 2.8 billion, almost half the 

globe‘s population, live on less than $2/day.  Though 45% of the population in Sub-Saharan Africa lived on less 

than $1/day in 1990, that figure actually rose during the global boom ‗90‘s to 46.4% in 2001, with 32% of Africa‘s 

population below the minimal level of dietary energy consumption.  Today over 300 million Africans (out of 800 

million in population) live in abject poverty, despite the fact that a different 300 million people, mostly in China and 

India, on the planet came out of extreme poverty in the last decade (90‘s) of expansion and globalization. In stark 

contrast, there was a 30% increase of poverty in the population in Sub-Saharan Africa.   A June UN 2007 report 

prepared for the G-8 meetings in Germany stated the sub-Saharan Africa is behind schedule on its UN Millennium 

Development Goals.  Although the percent of sub-Saharan Africans living on less than $1/day has declined from 

45.9 % in 1999 to 41.1% in 2006, reaching the Millennium Goals means a doubling of that rate of decline.  While 

experiencing an average 6% economic growth continent-wide in recent years, the growth is fragile according to the 

report, since it is largely driven by a boom in commodity prices; meanwhile, aid to sub-Saharan Africa had stayed 

virtually unchanged since 2004, not counting one-off debt relief and humanitarian assistance.  (This despite the fact 

that at the Gleneagles summit in 2005 world leaders promised to increase global aid to $130 billion by 2010, 

doubling it to Africa by that time to $50 billion; yet, a recent OECD study in the Spring of 2007 found that donor 
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countries in 2006 gave 5% less in 2005 and in order to keep the promises of Gleneagles, giving will have to rise by 

11%/year between 2008 and 2010, faster than any other item of public spending among the 22 governments who 

dominate foreign aid globally.  This doesn‘t take into account the intrusive, often cumbersome perceived need for 

donors to nose around in with 31 poor country governments having to receive almost 11,000 donor ―missions‖, 

almost one a day, in 2005 alone, nor does it account for the often late-arrival of aid with only about 65% of arriving 

on schedule, according to the OECD.  Indeed, sincere harmonization of governmental donor efforts with other 

benefactors and alignment with the priorities of the beneficiary countries is desperately needed.) 

 

Moreover, foreign aid as a percent of Gross National Income in Sub-Saharan Africa has actually declined 

during the period of 1990 to 2003 from 6.4% to 5.9% according to the World Bank.  America‘s aid to Africa 

remains small, roughly equivalent to about $6/African per year (1/30 of the amount of aid per capita that the US 

provides to Jordan, 1/20 economic assistance of aid per capita to Iraq, 1/13 per capita of aid to Israel, and 1/4 per 

capita of aid to Armenia, Bolivia, Macedonia, Georgia and many other countries), or about 1% of the America‘s 

Defense Department budget.   

 

U.S. Official Development Assistance (USODA) through bilateral programs (like USAID, the Millennium 

Challenge Corporation, HHS, Department of State, Department of Agriculture, and other agencies), plus multilateral 

organizations to which the U.S. contributes (like the World Bank, IMF, African Development Bank and various 

United Nations bodies) is slightly over $4.3 billion.  President Bush has pledged to double aid to Africa by 2010, 

with a $2.5 billion increase in the Millennium Challenge Account, $1.5 Billion more in the AIDS program 

(PEPFAR), and $500 million in a recently announced malaria program.  Recently at a G-8 meeting in Germany, he 

indicated a desire to even triple such assistance.  In addition, the Bush administration pledged $674 million for 

emergency famine relief in Africa in 2005.  And in an international context, the G-8 in the last two years agreed to 

cancel the debt of eighteen of the poorest countries in the world.  Nevertheless, even with President Bush‘s promises 

and the G-8 agreement to cancel debt, most experts agree that, in the absence of something completely new or 

different, the harsh reality of these noble financial commitments is that they are woefully insufficient.   

 

 Notwithstanding Warren Buffet‘s agreement last year to combine his considerable philanthropic resources 

with the mighty Gates Foundation, the total increase in annual outlays from their holdings will only amount to $1.5 

billion/year – and not all of it will be targeted to Africa.  Clearly, even with the necessary support of NGOs and 

private enterprise, no adequate solution can be found without massive involvement of the private sector that doesn‘t 

also include some creative cooperation between China and the U.S.  

 

CHINESE TRADE AND INVESTMENT WITH AFRICA  

 

 Meanwhile, under the radar, China has been investing heavily in Africa.  From 2000 through 2005, China-

Africa trade almost quadrupled, growing at an annual rate of at least 30 percent a year.   Trade between the two 

countries reportedly reached US$50 billion for 2006, with expectations of doubling that by the end of the decade.  

China is now Africa's second largest trading partner, behind the United States. Net Foreign Direct Investment 

inflows from China to Africa also grew over 30 percent per year in the latest year-on figures.   In the November 

2006 Beijing summit of the Forum on China-Africa Co-operation (FOCAC), involving the heads of state and top 

officials of 48 of Africa‘s 53 countries, Chinese President Hu Jintao pledged to double China‘s aid to Africa  by 

2009, by pledging US$3 billion in loans, US$2 billion in export credits, and a US$5 billion fund to encourage 

Chinese investment in Africa, along with commitments to train 15,000 African professionals and open up to five 

free-trade ports.  China‘s Premier Wen Jiabao at the same time called for efforts to boost trade to US$100 billion by 

2020, promising to open China‘s markets wider than ever to African exports.   

 

Within the framework of the forum dating back to 2000, China forgave almost 11 billion yuan or US$1.4 

billion in debts of 31 lesser-developed African countries.  Additionally, zero tariff treatment was granted on 

commodities from 28 African countries, while helping 40 African countries to construct over 900 projects and 

providing 58 preferential loan projects in 26 different countries.  Chinese companies have been engaged in all sorts 

of infrastructure projects, building hospitals, highways, waterworks, schools, and even sports arenas.  All told, there 

are about 900 investment projects on the African continent financed with Chinese money, with Chinese investment 
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reaching over US$6.25 billion. And it‘s estimated that the Chinese diaspora in Africa totals over 80,000 workers and 

businessmen. 

 

No question that much of China‘s trade with Africa involves importing Africa‘s natural resources (timber, 

oil, diamonds, copper and aluminum) and raw materials in exchange for manufactured goods.  China, for example, 

imported 38 million tons of crude oil, over 30% of its total oil imports in 2005.  Just this year, Angola overtook 

Saudi Arabia as the biggest oil exporter to China.  This trade pattern has created a bit of a backlash among some 

countries, especially Zambia, as it smacks of neo-colonialism, but the World Bank among others is keen on 

introducing the ―Chinese model‖ of development growth and quasi-capitalism to the continent.  China has 

responded to criticism of its aggressive trade for raw materials in Africa with a State Council document entitled 

―Nine Principles‖ to warn Chinese businesses in Africa about any abusive behaviors.  In the last few months, China 

has made huge trade and investment deals with Ghana, Kenya, Sudan, Nigeria, Ethiopia, Angola, South Africa, 

Tanzania, the Republic of the Congo, Uganda, and many others – and not all around tying up oil resources.   

 

Compare America‘s efforts in Africa:  The total net investment from the USA into Africa for the latest 

reported quarter was just $573 million.  President Bush‘s commitment to double aid to Africa by 2010 to about $10 

billion is nowhere near meeting America‘s UN Millennium Development Goals commitment to African poverty 

relief; the only way that could possibly happen is to combine resources, public and private ventures, with China in a 

special way.  (Over a year ago, President Bush and President Hu from China met in an ill-fated visit in Washington; 

neither Bush nor Hu announced any new agreements or initiatives, instead mouthing mere pyrrhic pledges to work 

together on trade and currency issues with each calling for a level playing field for business and investments in the 

other‘s country.  Perhaps, as one expert suggested, the focus was too much on bilateral trade and investment issues, 

and not enough on poverty alleviation in a global -- maybe African -- context.)   

 

AFRICA’S POVERTY TRAP AND A POSSIBLE SOLUTION 

 

Clearly, traditional means of financial foreign aid or debt relief are not the sole answer to Africa‘s poverty 

trap. Stories and studies of wasted foreign aid to governments in Africa are legion.  (According to one report by the 

Heritage Foundation, between 1980 and 2003, America doled out almost $120 billion in foreign aid to 89 countries; 

thirty-seven of them, mostly in Sub-Saharan Africa actually became poorer.  Another study shows that almost $15 

billion/year pours out of Africa.)  As fast as aid comes in, almost the same amount of capital flows out to Western 

banks.   

 

Perhaps it‘s time for the U.S. and China to partner in ―co-opetition‖ (competition and cooperation) in 

investing in Africa beyond our existing forms of aid for infrastructure, natural resource acquisitions, and health and 

human services.  Indeed, the next war for ideas, hearts, and minds will probably be in Africa, a continent split 

between Islam and Christianity, a continent that harbors too many failed states to count, and a continent that frankly 

could provide new markets, new paradigms, and new opportunities for all of us if only the worlds two leading 

economic powers would make a commitment to partner proactively there.   

 

―Poverty is the worst form of violence,‖ according to Gandhi.  Economist Jeffery Sachs states that eight 

million people die every year because they are too poor to live.  With thirty-four out of the forty-eight of the world‘s 

poorest countries, Sub-Saharan Africa faces levels of rural poverty surpassed only by urban slum poverty.  Bishop 

Tutu at the recent World Council of Churches Ninth Assembly Congress in Brazil stated that the war on terror will 

not be won as long ―as poverty, squalor, ignorance and disease make God‘s children, members of our family, 

desperate.‖ Knowing that the human race is all one family, he continued, how can it be that ―a small fraction of 

budgets in [developed countries] would [be all that‘s necessary to] ensure that all God‘s children everywhere would 

have enough to eat, clean water to drink, affordable health care, decent homes and a good education.‖   

 

While China and America race to secure traditional trade and investment in Africa, a new component of the 

private sector holds the key to real change and progress.  America and China should focus on developing 

entrepreneurs and a spirit of entrepreneurship in Africa among its peoples.  The recent spotlight on Nobel Peace 

Prize recipient, Muhammad Yunus, a Muslim, and his work in building Grameen Bank in Bangladesh as a micro-
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finance institution (MFI) points to the new models of harnessing the market to help solve social problems of poverty 

and low growth at the grass roots level.  MFI and its progeny micro-enterprise development (MED), which entails 

intensive business development on top of micro-loans, are a recent phenomenon of the last 25 years, but their 

successes throughout the globe have been well-documented and studied.  Grameen Bank has helped over 6 million 

Bangladeshis out of poverty.  A number of organizations, including Opportunity International, started by David 

Bussau, a Christian and hailed as the ―grandfather of micro-enterprise development,‖ were found in a recent British 

university study to have lifted over 10 million people worldwide out of extreme poverty over the last ten years.  By 

one reliable estimate, Bussau‘s various MED organizations and their progeny create a new job every minute 

somewhere in the world; his organizations operate in over 60 countries, even in North Korea. 

 

Clearly, entrepreneurship through MFI and MED is a development marvel not limited to one faith or one 

country or region.  A recent study by the Kauffman Foundation in the Global Entrepreneurship Monitor (GEM) 

places America near the top of countries in providing ―opportunity entrepreneurship.‖  Opportunity entrepreneurship 

is where individuals seize an opportunity by choice, not necessity.  Another GEM report places China in the top ten 

of all countries in terms of ―necessity entrepreneurship,‖ which is defined as those engaged in entrepreneurism 

because they have no better choice for work.    

 

So, what‘s the possible connection between China, America, and Africa?   Chinese leaders and students can 

help provide the basic survival entrepreneurial skills accompanied by needed capital for Africans to finish the 

process of lifting themselves out of abject poverty.  Americans, whether they be MBA students, economic 

development experts, corporate leaders, or even parachurch organizations can help African entrepreneurs take the 

next step to ―mezzanine-level‖ businesses capable of scale and competing on an international field.  Moreover, the 

possible power of Chinese/American teams of entrepreneurs should lead to dramatic results of millions of Africans 

creating for themselves a new means of not just survival, but economic clout -- from the ground up, as opposed to 

the traditional model of top-down delivery of aid.    

 

One might readily ask, ―What‘s in it for China to do this?‖   Development experts point out that China 

cannot provide world-class technology, management know-how, or the international market depth that Americans 

can.  Moreover, China itself has hundreds of millions of people, mostly in rural areas suffering the pangs of extreme 

poverty. Why wouldn‘t it take some of this $1 trillion and invest in wiping out poverty inside its own borders.  First, 

it is estimated by astute international economists that China only needs about $600 billion in reserves as a safeguard 

against potential shocks to its steaming economy (the rule of thumb is a country needs enough foreign exchange for 

three months of imports or to settle its short-term foreign debt and China has over five times the coverage for 

imports and six times its short-term debt requirements), leaving over $600 billion that could be transferred to a 

sovereign fund for external uses. Secondly, China‘s economy is in danger of over-heating with growth rates of 

almost 11 percent/year, so China‘s economy technocrats must be careful of pumping too much liquidity into the 

economy and at once risking higher inflation, asset price bubbles and even more sloppy bank lending.  Even if China 

used some of its reserves to buy oil or other commodities, stockpiling would probably push up prices quickly and 

might push markets into potential turmoil (i.e. if China invested just 5 percent of its reserves in gold, it could buy the 

world‘s entire annual production, thereby probably creating a price bubble in gold; imagine what might happen with 

China stockpiling oil from its excess foreign reserve stash).  China‘s investment in infrastructure is over 40 percent 

of its GDP already, stretching its bounds.  Even injecting money into weak pension systems or improving health 

care requiring conversion into yuan would put upward pressure on the yuan, thereby forcing the central bank to buy 

more dollars to hold it down.   

 

China has begun investing some of its $600 billion in excess reserves already internationally, utilizing a 

fund management approach via a government investment authority similar to Singapore‘s use of liquid resources for 

strategic investment.  And even some of that money is reaching the US in Beijing‘s attempt to diversify its foreign 

reserve holdings and obtain higher returns, with the announcement in May of 2007 that China, through its state-run 

investment company, became a $3 billion equity investor in Blackstone as part of Blackstone‘s $7 billion IPO 

campaign.  This investment coupled with a similarly-timed announcement of Chinese plans to buy $4.3 billion of 

US Technology, really is just a drop in the bucket, though, for China since the World Bank estimates it will run a 

$250 billion trade surplus in 2007.  While China‘s potential foreign dollar reserves investments are so large that they 
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move markets, perhaps the ability to move the anti-poverty market in Africa with the U.S. as a strategic partner 

would be the most attractive geopolitical public relations gambit in China‘s ongoing desire for global respect, 

thereby being seen as an ―investment‖ with expected high social/geo-political returns in the near future with the 

promise of long-term economic gains for the entire planet. 

 

In short, China and America have much to gain in cooperating to provide significant capital, infrastructure 

development, and support for entrepreneurial growth to Africa – not to mention what it can mean for helping 

African people lift themselves out of poverty.  (America, of course, through USAID and other organizations, has had 

some experience in funding and developing micro-enterprise entrepreneurs in the developing world, including some 

dramatic successes in the Philippines and parts of South Asia.  According to the president of the Kauffman 

Foundation, Carl J. Schramm, in today‘s international marketplace, America‘s unmatched advantage is 

entrepreneurship; it‘s an infinitely renewable resource, essential to America‘s success in the world.  After all, most 

new jobs and technologies nowadays come from entrepreneurial companies, and well over half of university 

graduates will someday start a business of their own.  What better way to exploit America‘s most competitive 

market know-how than by exporting it to those in greatest need.) 

 

In many ways, this China-U.S. partnership proposal is a new type of Peace Corps.  The Peace Corps, 

initiated in the 1960s by President Kennedy, has had a long legacy of service to developing countries, but it may be 

time to revise and redirect it.  It has come under some sharp criticism for its latent attempts to replicate American-

style prosperity and democracy together with some serious dissonance with the complicated realities confronted by 

many in lesser-developed countries.  After all, the Peace Corps was created in the midst of the Cold War, designed 

in part to show an alternative to Communism by providing a general focus on spreading American goodwill and 

service to the developing world.  In this day and age, ―globalization‖ has replaced the Cold War paradigm, and the 

need for focused poverty alleviation and market development demands something more intensive:  an 

―Entrepreneurial Corps‖ as a specialized arm of the Peace Corps.  Indeed, many Peace Corps projects entail some 

form of basic economic development, but a focused entrepreneurship strategy with specialized business and 

economics training could be the final tool to fully leverage the private sector in synergizing sustainable economic 

growth in Africa.  Business school graduates, professors, and business and government leaders could follow the 

model of physicians, nurses, teachers and other professionals in donating a few years of their lives to developing 

MFI and MED models in entrepreneurship.  And there‘s no better place to begin than Africa in a multi-lateral 

partnership with China, asking China to contribute $20 billion in US dollar-denominated reserves per year through 

2015 (almost $200 billion total over nine years with interest.  

 

In essence China would be transferring current account and fiscal deficit obligations from America to Sub-

Saharan African countries -- as investments in entrepreneurship, with America sharing its knowledge capital and 

combining technical assistance with China‘s unique talents.  ($20 billion/year from China, although immense in size 

such that in comparison it is in excess of all the soft dollar loans made available by the World Bank, EBRD, and the 

African Development Bank combined, is nonetheless just average one-month‘s trade deficit with the USA, and 

merely the annual interest accumulating on China‘s $1.2 trillion and growing reserves.)  Indeed, to paraphrase 

Britain‘s Prime Minister Gordon Brown, instead of looking to what we could do to or for Africa, we must know that 

now ―in this century, the issue is what Africa empowered can do for herself.‖  And that means Africa empowered 

anew via the Entrepreneurship Corps.   

 

What do we have to lose? A whole continent, and more. What do we have to gain?  A structured 

partnership based on the strengths of both China and America that, admittedly, won‘t be easy, but which could form 

the basis for a new paradigm of economic development that might obviate some of the problems the world is facing 

now in the Middle East.  Opportunity cost?  We can‘t afford not to! 

 

ENDNOTES 

 
1
The Chinese policy of keeping the Yuan pegged to the dollar at a time when the Yuan would appear to be seriously 

undervalued has a number of impacts on US economic interests:  1) prices of all exports to China are higher (in Yuan) than 

they would be with a revalued Yuan, likely reducing the amount of Chinese imports of all foreign goods and services 
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including those from the US.  Yet if the Chinese were to revalue the Yuan, it is not at all clear that US exports to China 

would increase all that much.  This is because a revalued Yuan would make all their imports, not just those from the US, 

cheaper.  Further, with the US economy now at or slightly above full employment level of GDP, the US is not in a position to 

expand production much to increase sales to China; 2)the currently undervalued Yuan makes US imports of goods and 

services from China cheap.  This is an enormous benefit to US consumers and it also benefits US businesses, including 

manufacturers, who use Chinese-made components in their manufactured goods; 3) the huge balance of payments surpluses 

that China is having are being accumulated in their international reserve holdings, much of which are held in US government 

treasury bonds.  With this huge amount of annual lending to the US government (about half the US government‘s deficit in 

recent years has been financed by loans from China), US interest rates are significantly lower than they would otherwise be, 

given the US inability to balance its federal government budget.  These lower-than-otherwise interest rates are a benefit to all 

US businesses and consumers who are saving substantially on the cost of credit.   Indeed, some economists see a hidden 

―deal‖ with China – China finances American deficits with money it gets from exports; otherwise, the dollar would weaken 

even further, lowering the value of China‘s dollar reserves.  The undervalued Yuan may indeed harmful to the Chinese 

economy, though.  Real GDP surged at about 11% for 2006 and industrial output grew at a record 19.5% year-on-year in 

June, thereby creating the specter of an over-heated economy.  Coupled with money growth supply approaching 30% this 

year, China may have no choice but to introduce monetary tightening measures because a failure to do so could lead to an 

eventual investment downturn.  China‘s private consumption sector of its economy dropped to just 38% of GDP in 2005, 

below what many economists feel would be a healthy rate of at least 50%.   

 
2
The February 2006 USTR report, ―U.S.-China Trade Relations:  Entering a New Phase of Greater Accountability and 

Enforcement (Top to Bottom Review)‖ deals almost exclusively with the bilateral US-China trade relationship; very little 

addresses possible cooperative arrangements to enhance trading regimes outside of the bilateral impacts.  The only 

aspirational language in the document that makes tangential reference to possible creative options is located on page 11, 

―More broadly, we also believe that China has now clearly ascended to the ranks of global trading powers who – like the 

United States, European Union and Japan – must assume responsibility not only to fulfill commitments, but also go beyond 

them to ensure the continued health of the global trading system.‖ (Emphasis supplied)  No reference whatsoever is made to 

Africa in this report. 

 
3
One other goal of such a partnership might be to ensure that China does not underwrite rogue regimes that may seek to 

undermine the security and stability of the international community.  America has had some experience in such a partnership 

in the past through the Colombo Plan for Cooperative Economic and Social Development in Asia and the Pacific.  The 

Colombo Plan is a collective intergovernmental effort toward the economic and social development of member countries in 

the Asia-Pacific region, by providing a forum for the discussion of development needs of member countries, especially those 

that are LDC‘s, and the implementation of programs in response to these identified needs. The Plan encourages developing 

member countries to become donors themselves and participate in economic and technical cooperation among their sister 

developing countries. The main focus of all Colombo Plan activities has been human resource development, to promote 

technical cooperation, to ―assist in the sharing and transfer of technology among member countries‖, and to ―keep under 

review relevant information on technical co-operation between the member governments…‖. 

 
4
The ―Seattle Initiative for Global Development,‖ launched in 2003 by many American corporate and former American 

government leaders states that eliminating extreme poverty globally for those who live on less than $1/day is within our 

reach.  What‘s required is increasing public and private funding from US financial sources by $20 billion/year to reach 

America‘s Millennium Goals, through investment in education, health, good governance, and most importantly, economic 

opportunity for poor individuals in developing countries.  Interestingly, some economists have estimated that a floating yuan 

would cut the US‘s trade deficit with China by about $20 billion/year as well.  The People‘s Bank of China made over a $20 

billion profit last year, more than any other of the world‘s banks, mostly on net interest income.  
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