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An Open Letter to the Japanese People

Cambridge Forecast Group
Lawrence Feiner
Richard Melson
May 15, 1987

Dear Sir or Madam,

You're walking around Tokyo and you think to
yourself, “what’s really happening worldwide ?”

Let’s step into an imaginary “traffic helicopter”, shed
our preconceptions, fly over the planet, and see if we
can or cannot re-survey the trends and re-orient our-
selves.

We stop in at the Bank for International Settlements
in Basle, Switzerland. Their chief theoretician Dr.
Alexander Lamfalussy watches the flow of money, net
obligations, etc. worldwide, and is one of the world’s
financial “doctors”. He tells us about the increasing
complexity of BIS “bridging loans” to Third World
debtors, how the BIS’s inner think tank, which he heads,
watches over the EMCF (European Monetary Control
Fund) at the BIS, how the BIS coordinates with other
world financial authorities such as the OECD’s Eco-
nomic Policy Committee, the Paris Club (the
government-to-government debt forum for Third World
debt directed by the French treasury), the London Club
(private debt forum, sister organization to the Paris
Club), the IMF, the FED (Federal Reserve Board), and
so on. Lamfalussy is worried about various aspects of
the international monetary situation and shows us some
BIS studies.




We leave Lamfalussy and the BIS with the feeling
that these are technical aspects of the world “disease”
but he has no ultimate diagnosis of the disease itself,
only a brilliant understanding of “opportunistic infec-
tions” that come with the disease just as infections and
pneumonia come with AIDS as a result of immune
system damage. However, the infection is not the dis-
ease.

We go to the Instituto Bancario San Paolo Di Turino,
in Turin, Italy, (The San Paolo Banking Institute)
which publishes the “ECU NEWSLETTER” and
worries about emergent aspects or international coordi-
nation pitfalls and difficulties such as ECU/yen prob-
lems. Again, the analysts are technically brilliant and
discuss their current survey, “THE OFFICIAL ECU : Its
Role, Utilization and Perspectives.”

It is eye-opening to see the dollar, yen, and Deutsche
mark analyzed by these monetary “engineers”, but we
still do not have a diagnosis of the underlying disease.

We pop in (via our imaginary “traffic helicopter”) to
the OECD’s Economic Policy Committee after top Euro-
pean monetary officials tell us that James Baker, the
U. S. Treasury Secretary, has all his thinking done by
this OECD group and not in the United States. We're
told that Baker had their papers in his briefcase when
he went to the Tokyo Summit last year, as did Beryl
Sprinkel, the U. S. monetary official in the Treasury,
who attends OECD Economic Policy Committee ses-
sions and then uses their analyses.

They, too, have a very technically proficient grasp of
the world but not the diagnosis we want.

We pop in on the Paris Club, the London Club, and
those Bank of England officials such as Peter Cooke of
the Cooke Committee who watch these clubs.

Again, everybody has a wonderful grasp of the techni-
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calities but no analysis of the nature of the traffic jam.
We, in our traffic helicopter, want the Big Picture. All
these officials complain about the U. S. fiscal dissavings
(budget deficit) and how they have sapped U. S. invest-
ment and “net exports.” Of course if the United States
does not experience debt-led growth and a consumption
boom, doesn’t everybody face his own domestic slow-
down? Where’s the new locomotive, they ask ?

Again, these are all interesting “symptom-watching
exercises” but not really an insight into the underlying
dysfunction.

We cross the Atlantic in our “thought-vehicle” from
Europe to the United States, and pop in on the IMF and
the World Bank. Here we learn that the ratio of world
trade/world output is about 18-209% which approaches
its peak which occurred just before World War I This is
interesting but doesn’t have any predictive power since
it comments on the past and not the year 2000. Again,
here we find economics but not really our diagnostic
overview.

How can we glimpse the future ? Think of it this way :
you're walking down the road and would like to see
around the “history corner” to glimpse the future. But
you can't look around corners.

The Mirror
Historical =Economic Anxieties
Corner7 of the Americans

|
1
1
i
'
l
|
1
The Future-{-+@ The Future4-+@
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There #s one technique invented by Cambridge Fore-
cast Group. Look at the ecomomic anxieties of the
Western populations —— particularly those of the
Americans—and you get an image, a refraction, and a
reflection of the future.

Simply stated : Americans in the 1980’s have the fol-
lowing anxiety : if you hook up my destiny and the
destiny of the rest of the non-Western world---if you
connect the Western future to the Third World—
what happens to my primordial assets.

You turn on the radio in America and listen to a talk
show.

You hear Moe Biller of the American Letter Carriers
Union (postal workers) and he says: “Look, man, you
can’t compare me to a French or Japanese postal
worker. Where will this stop, man? Why not compare
me to a postal worker in Sri Lanka? What does he
make, 30 cents a day ? Should I compete with him for 20
cents ? Should I underprice him ? No way, baby.”

You switch on your TV. Jimmy Swaggart, the fun-
damentalist TV preacher, says about Reagan’s pro-
U. N,, pro-IMF speech: “The devil entered the White
House.”

You begin to see the reflection, the indicator which
tells you what is really going on.

The real issue is the North-South problem, the rela-
tions of West to the Third World, the developed coun-
tries to the LDC’s, the Less Developed Countries.

The fear, loathing, anxiety, mental paralysis, in the
American mind is : if it takes $ 50,000 to keep me “on
the road” and $ 1,000 to keep a Guatemalan campesino
(peasant) “on the road”, if you connect me to him, what
happens ? Do we divide $ 50,000 and 1,000 by two ? Do
we trade places ? Do I have his future and he has mine ?
Who decides this ? This is what is happening, and you
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must understand this American fear and mood, which in
some vague and inchoate way does grasp the basic
diagnosis : the future will be decided by the changing
relations between the West and the Third World, and
that is the main story line. The oil crises of the 1970s,
the inflation crisis of the late 1970’s, the plummetting
dollar of 1978/1979, the interest rate crisis of early 1980’s,
exchange rate and protectionist crisis of today, these
are “oppertunistic infections” in a context of AIDS. The
AIDS comes from the fact that Third World poverty
and stagnation are blocking the growth of Western
economies.

We then get into our traffic helicopter and come to
Cambridge, Massachusetts. We see various theor-
eticians, such as Lester Thurow, Paul Samuelson,
Robert Reich, Ezra Vogel, etc. They are not in demand
by Ronald Reagan, George Bush, Robert Dole, Howard
Baker, and other Republicans since they are all Demo-
cratic theoreticians.

But the Democrats were rejected in 1984 in every
state in America, other than Mondale’s home state of
Minnesota in the largest electoral landslide in U. S.
presidential voting.

This tells you that the man-on-the-street with his
subconscious gut-feel that the future has to do with
North-South relations and not with high-tech demo-
crats, is brighter than these democratic theoreticians.

Ronald Reagan came in in 1980 after the Iran hostage
crisis. The American public wanted an anti-Third
World kabuki, with an aragoio Danjuro, namely Ronald
Reagan. They waited for his Kabuki-style “nirami”
(tough look or stare) against the Third World, which
was in fact the bombing of Libya. The America far-right
such as the American Security Council provides a kind
of nagauta in the background.
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It is absolutely false to argue that Reagan=Jimmy
Carter with a minus sign placed before the name, i. e,
Reagan="The opposite of Carter

This is true in a style to an extent, i.e., Reagan’s
aragoto versus Carter’s wagoto. However, the North-
South problem remains.

Ironically, if you look at the recent book Third
World Development, with essays by Reagan and Shultz,
you see that Reagan is profoundly i# fzvor of Third
World development and not “anti-Third World” as he
keeps implying by his “nirami” which is as “emotional
tranquilizer candy” for the American mind.

WHAT SHOULD JAPAN DO?

The question now becomes: what should the
Japanese government do in order to deal with the
current U. S.—Japan crisis ? Our answer is

(D In the other national game of America, football,
unlike baseball, you have to know or guess where the
pigskin is going to be thrown behind enemy lines and
you have to “hurry up and wait” for it there and make
a touchdown. The Japanese touchdown would be : grasp
the Cambridge Forecast Group overview and diagnosis
concerning the real driving motor of American policy,
Ronald Reagan, the current mood, the movies, fashions,
and so on. This can be done via our associate in Tokyo,
Mr. Noboru Fujii.

@ Obtain from CFG, via the Tokyo office, an
English-language essay on the current interaction
between the Reagan administration and the North-
South problem.

@ This essay is then brought by Japanese officials
to the attention of Reagan, Shultz, Bush, Yeutter, and
the Reagan team, who would be overwhelmingly im-
pressed by the fact that the Japanese, finally for once
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from Mathew Perry to 1987, really grasp the Big Picture
and not just market minutiae. Since they now know
“what the hell” is really going on, they have for the first
time some Historical Perspective Power. Without it they
keep fleeing into technological escapism. “Techno-
escapism” is terribly interesting but second-order, even
including fiber-optics, super-conductivity, new mate-
rials, etc. Remember the old U. S.-U. K. quip : “He who
rules the waves waives the rules.” (to waive=to cancel)

The world is today not primarily a global stakes
competition for new markets and the new “high
ground” although that is of course a part. Obviously it
is better to have Japan’s technical level than say Zam-
bia’s. However, the real key is an understanding of how
the political situation in America is wrapping itself
around the North-South issue.

The moment Reagan and Co. know that the J apanese
truly understand “the name of the game”, then Japan
can say :

We’ll help you out of this mess. We’ll make a
Third World development alliance with you.
For this we want a cessation of the old-style
irrational harassment in which Japan becomes
this week’s “target of opportunity.”

We want “tenure” and consultation and don’t
want the American ‘fait accompli” machine
to be dropped on us. We do know what the
hidden agenda and the real issues are (even
where most Americans, Harvard and MIT, and
even most “Reaganauts” don’t have a clear
idea.)

If you can’t make a sane peace with us, we
will explain what’s going on to the Americans
on TV, we’ll go public, if you force us.
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Without this kind of “Insight Power,” all you have is
Shintaroé Abe, or Noboru Takeshita, or other officials
nervously running in and out of the White House with
special pleading. The American “information jungle”
drives the polite and sane Japanese “business head” into
the ground. The real self-protection is to grasp the
“ultrasecret” connections among :

(a) the need for the capitalist system to
expand into the Third World, via the Third
World, with the Third World, for the Third
World, and so on.

(b) Reaganism.

(c) the “probability soup” created by mixing
(a) and (b).

(d) Japan’s role in this, today and tomor-
row.

Our Tokyo office will be happy to help you in this
effort.
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