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I have l e a r n e d  t h a t  some no 
longe r  i n  t h e  Church had made 
s t a t e m e n t s  t o  t h e  effect  t h a t  Mr. 

Dear M i n i s t e r s  of Jesus C h r i s t ,  

From t h e  Pas to r  General . . . . 1 
From Church Administration= 

I ' m  happy t o  announce t h a t  Mr. La r ry  S a l y e r  has  now moved i n t o  h i s  
o f f i c e  and begun h i s  f u l l - t i m e  r e s p o n s i b i l i t i e s  as A s s i s t a n t  D i r e c t o r  of 
Church Adminis t ra t ion .  Th i s  w i l l ,  of cour se ,  t a k e  a g r e a t  l oad  o f f  my 
shou lde r s  of t h e  day-to-day a d m i n i s t r a t i o n  of t h e  m i n i s t r y  worldwide. I 
thought it might be h e l p f u l  t o  a l l  of you t o  share a p o r t i o n  of a memo I 
s e n t  l a s t  week t o  ou r  i n t e r n a t i o n a l  Regional D i r e c t o r s  d e s c r i b i n g  Mr. 
S a l y e r ' s  d u t i e s  and r e s p o n s i b i l i t i e s .  

B l a c k w e l l  had been "shunted o f f  t o  
t h e  P h i l i p p i n e s  t o  g e t  r i d  of him." 
Such s t a t e m e n t s  have no purpose b u t  

"... I have p l aced  Mr. S a l y e r  as  A s s i s t a n t  D i r e c t o r  of Church Adminis- 
t r a t i o n .  H e  is t h e r e  f o r  t h e  purpose of a d m i n i s t e r i n g  t h e  m i n i s t r y  f o r  
and under me and t o  f a i t h f u l l y  c a r r y  o u t  a l l  p o l i c i e s  and d i r e c t i o n s  as I 
g i v e  them t o  him. Therefore ,  a l though h e  is n o t  your boss by h i s  own 
a u t h o r i t y ,  free t o  admin i s t e r  i n  whatever way he p l e a s e s ,  he your boss 
by and under m~ a u t h o r i t y ,  as  I a m  under Christ and He under God t h e  
Father .  You should  t h e r e f o r e ,  r e p o r t  t o  Mr. S a l y e r ,  backing him and 
hold ing  up h i s  arms. However, you do s t i l l  have direct  access t o  m e ,  t o  
b r ing  t h i n g s  t o  m e  p e r s o n a l l y  when r e a l l y  necessary. . . .  

"Again, I expec t  you t o  keep Mr. S a l y e r  f u l l y  informed on a l l  impor- 
t a n t  matters so t h a t  he always has a v a i l a b l e  any informat ion  I may re- 
q u i r e .  I am sure you w i l l  f i n d  him v e r y  e a s y  t o  work wi th ,  r e spons ive  t o  
your needs and eager  t o  serve ."  

Word- has  j u s t  come t h i s  morning (February 25)  t h a t  P r e s i d e n t  
Ferdinand Marcos has  abdicated rule i n  t h e  P h i l i p p i n e s  t o  Corazon Aquino, 
wife of a s s a s s i n a t e d  o p p o s i t i o n  leader Benino Aquino. W e  p ray  t h a t  t h e  
t r a n s f e r  of power w i l l  be as o r d e r l y  as  p o s s i b l e .  Mr. Guy Ames r e p o r t e d  
t h a t  t h e r e  has  been a g e n e r a l  calming and t h a t  t h e  b r e t h r e n  seem t o  be i n  
no immediate danger.  Mr. Gene Hogberg has  more on t h e  P h i l i p p i n e s  i n  t h i s  
issue. 

We can see how v a l u a b l e  it was t o  have Mr. Dean Blackwell  i n  t h e  
P h i l i p p i n e s  over  t h e  p a s t  y e a r ,  t e a c h i n g  and t r a i n i n g  t h e  l o c a l  m i n i s t e r s  
there. Whatever t h e  even tua l  outcome, t h e  m i n i s t r y  has  been s t r eng thened  
and bet ter  prepared t o  lead God's people  i n  t h a t  country.  Remember t h e  
F i l i p i n o  b r e t h r e n  i n  your p raye r s .  

From F a c i l i t i e s  Adminis t ra t ion .  t o  create d i v i s i o n ,  m i s t r u s t ,  doubt 
and d i s u n i t y .  Y e t ,  I suppose,  
human n a t u r e  being what it is ,  some 
may have be l i eved  it. How easy  it 

1 ~ F ~ h ~ l ~ ~ : l ~ d ~ ~ ~ ~ " , r ~ t ~ o ~  : 1 
is for our  human n a t u r e ,  i f  w e  



. 
PAGE 2 PASTOR GENERAL'S REPORT, FEBRUARY 28, 1986 

al low it, t o  l e a d  u s  t o  second-guess d e c i s i o n s ,  whether i n  t h e  home, on 
t h e  job  o r  i n  God's Work. 

I remember y e a r s  ago when Mr. Herbe r t  Armstrong f i r s t  v i s i t e d  t h e  
Ph i l ipp ines .  Some a t  t h a t  t i m e  were most c r i t i ca l ,  n o t  s e e i n g  any connec- 
t i o n  between h i s  v i s i t  and t h e  preaching  of t h e  Gospel. And, s a d l y ,  a few 
y e a r s  l a t e r  a t  t h e  F e a s t  when t h e  whole Church was viewing t h e  f i l m s  of 
h i s  powerful ,  moving messages i n  t h e  P h i l i p p i n e s  proc la iming  t h e  Gospel i n  - f u l l  s t r e n g t h ,  t h o s e  who had c r i t i c i z e d  weren ' t  around t o  h e a r  it. S u r e l y  
i f  t h e y  had heeded t h e  admonition of t h e  a p o s t l e  Paul i n  Ephesians 6:19-20 
t h e y  would n o t  have f a l l e n  away from t h e  Church of t h e  l i v i n g  God. 
Ins t ead  t h e y  would have remained f u l l  of f a i t h  i n  God's power t o  l e a d  H i s  
Church i n  t h e  d i r e c t i o n  wanted it t o  go. 

S t ay  c l o s e  t o  God! H e  is b l e s s i n g  H i s  Work. W e  are going forward. 
The telecast response  was over  22,000 l a s t  weekend. The income is s t r o n g ,  
ahead of p r o j e c t i o n s .  A l l  systems are go! Keep up t h e  good work, and put  
more energy i n t o  your p raye r s .  

I n  C h r i s t i a n  love ,  

FROM CHURCH ADMINISTRATION 

GREETINGS: NOTICE: RECENT ORDINATIONS 

Greetings Hello, f i n a l l y ,  from Pasadena. My fami ly  and I a r r i v e d  and 
s e t t l e d  t empora r i ly  i n t o  an  apartment  on campus on F r iday ,  February 21. 
The f i r s t  day on t h e  job  has  been both cha l l eng ing  and rewarding. I had 
no idea  how much work comes a c r o s s  t h i s  desk. 

I ' m  sure t h e r e  is a l i t t l e  n a t u r a l  concern i n  t h e  f i e l d  about  how t h i n g s  
are going t o  f u n c t i o n  i n  Church Adminis t ra t ion .  L e t  m e  p u t  it t h i s  way: 
I f  I may paraphrase  what Mr. Tkach s a i d  of h i s  new r e s p o n s i b i l i t i e s  i n  
succeeding Mr. Armstrong, I m u s t  s a y  of mine--I d o n ' t  expec t  t o  f i l l  Mr. 
Tkach's shoes ,  b u t  r a t h e r  t o  w a l k  i n  h i s  f o o t s t e p s .  I want t o  a s s u r e  a l l  
of you t h a t  I w i l l  do my b e s t  w i th  God's h e l p  t o  s e r v e  Mr. Tkach and you 
i n  a way t h a t  w i l l  c o n t r i b u t e  t o  f i n i s h i n g  t h e  g r e a t  Work a l l  of u s  have 
t o  do. My door w i l l  always be open t o  you as h i s  has  been, and you may 
ca l l  m e  a t  any t i m e .  I w i l l  t r y  t o  r e t u r n  your ca l l s  as  soon a s  p o s s i b l e .  
The hallmark of Mr. Tkach's l e a d e r s h i p  h a s  been h i s  pe r sona l  communication 
with you, and I in t end  t o  s t r i v e  t o  fo l low h i s  example. 

I can a l r e a d y  see t h a t  God is us ing  Mr. Tkach i n  mighty ways. L e t ' s  be 
sure t h a t  we are hold ing  up h i s  hands as we h e l d  up Mr. Armstrong's. 
P l ease  pray f e r v e n t l y  f o r  Mr. Tkach and remind your congrega t ions  t o  do 
so. H e  has  a great  Work t o  do. 
On a personal  no te ,  I want t o  thank you f o r  t h e  many ca l l s  and c a r d s  of 
suppor t  I have rece ived .  Please con t inue  t o  keep i n  c l o s e  touch.  
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Prayer Request Mrs. Peggy Miller's c o n d i t i o n  is ext remely  grave.  Mr. 
Tkach asks t h a t  a l l  t h e  m i n i s t r y  p ray  e a r n e s t l y  f o r  h e r  and h e r  husband, 
Mr. Carrol Miller, a t  t h i s  most d i f f i c u l t  t i m e .  The i r  conf idence  i n  God's 
promise t o  h e a l  h e r  cancer  is an  i n s p i r i n g  example f o r  a l l  of u s .  L e t ' s  
pray t h a t  God's w i l l  be done. 

NOTICE TO ALL MINISTERS 

Mr. Abdullah A l l i e ,  a l so  known as  Abdullah Allie Amor, is 
thought  t o  be c u r r e n t l y  i n  t h e  United S t a t e s ,  posing as a 
member of t h e  Church. I n  t h e  e v e n t  he  should  appear  i n  your 
a r e a ,  it is impera t ive  t h a t  you immediately.  c o n t a c t  Church 
Adminis t ra t ion  f o r  more d e t a i l e d  in fo rma t ion  r ega rd ing  h i s  
background. H e  is no t  a member and i n  no case should  he be 
pe rmi t t ed  t o  a t t e n d  any s e r v i c e  or a c t i v i t y  of t h e  Church. 

Mr. Allie is 36 y e a r s  of age,  about  5 ' 8"  i n  h e i g h t ,  weighs 
about  170 pounds, has  brown e y e s  and o f t e n  d r e s s e s  i n  a 
three-p iece  s u i t .  H e  was born i n  Kenya, and is s l i g h t l y  
l i g h t e r  skinned t h a n  most Af r i cans .  H e  has  a s t r o n g  Af r i can  
accen t  . 

I 

Recent Ordinations The fo l lowing  i n d i v i d u a l s  were o rda ined  t o  Pas to r  rank 
on December 31, 1985 by Mr. Dean B l a c k w e l l  and P h i l i p p i n e  Regional 
D i rec to r  Mr. Guy Ames: Edmond Macaraeg of t h e  San Pedro and I m u s  congre- 
g a t i o n s ;  Pedro Melendez, Jr .  of Quezon C i ty ;  Pedro Or t igue ro  of Urdaneta 
and Lingayen and J o s e  Raduban of t h e  Manila congrega t ion .  

Ordained t o  t h e  rank of Preaching Elder  a l s o  on December 31, 1985 were 
Bermevon Dizon of t h e  San Fernando P e p a n g a  and Olongapo churches;  
Pa t roc ino  Matas of Davao and Tagum and Bernard0 Rosar io  of the Zamboanga 
and Pagadian churches.  

The fo l lowing  men were orda ined  as Local E lde r s  on December 31, 1985: 
George Escara of t h e  Malolos congrega t ion;  G i l  Llaneza of Cagayan de Oro; 
Jose  Luzuriga of Bacolod and I l o i l o ;  Crisostomo Mago of Baguio; Honesto 
R u s t i a  J r .  of t h e  San t i ago  and Roxas congrega t ions ;  Teodoro S e r n a l  of t h e  
Tacloban, Li loan  and Catbalogan congrega t ions  and Andrew Teng of t h e  Cebu, 
Dumaguete and Tagb i l a ran  churches.  

Also orda ined  as Local Church E l d e r s  i n  t h e  P h i l i p p i n e s  on September 16: 
Napoleon Meimban of Urdaneta; Henson San tos  of Quezon C i ty ;  September 21: 
Maximo Fabr i can te  of Daet; September 25: T i t o  Mina of San t i ago ;  October 1: 
Elleno C a b a l i t  of Pagadian, August0 Cernol of Ozamiz C i t y ,  Cyrus E l l o r i n  
of Butuan C i ty ,  J u a n i t o  Gapul, Sr. of Valenc ia ;  and October 3: Gorgonio de 
G u i a  of Catalogan,  Angel Padron of Laoag C i t y ,  Antonio Espinosa of Cebu 
C i ty ,  T ibu rc io  Rota of Cebu C i ty ,  I r e n o  Lagarn ia  of Cebu C i ty .  

F 

Ordained as a Local Church Elder  on November 2, 1985, from t h e  Bowling 
Green, Kentucky congrega t ion  was F r a n k l i n  Tomes. 

--Larry S a l y e r ,  Church Adminis t ra t ion  
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FACILITIES ADMINISTRATION 

Court of Appeals Dedication Ceremony -- College 
February 3, 1986 t h e  opening of t h e  United States 
Ninth C i r c u i t  took p l ace  he re  i n  Pasadena with a 
campus employees and church members. 

The event  was a t tended  by Messrs. Tkach, Neff, 

Involvement On Monday, 
Court of Appeals f o r  t h e  
g r e a t  deal of h e l p  from 

Helge, R i c e  and myself, 
along with a number of o t h e r  Church o f f i c i a l s  and wives. T h i s  was t h e  
event mentioned by Mr. Tkach i n  h i s  most r ecen t  co-worker l e t t e r .  Mr. 
Tkach was a b l e  t o  meet b r i e f l y  with t h e  gues t  of honor, United States 
Supreme Court Chief Just ice  Warren Burger. 

Judge Dorothy Nelson, who coordinated t h e  event ,  has a t tended  many con- 
certs and special even t s  Ambassador Foundation has  he ld .  She has always 
expressed t h a t  our s t anda rds  a r e  very  impressive,  and thus  asked f o r  our  
a s s i s t a n c e  with t h e  ceremony. 

Due t o  t h e  l i m i t e d  space i n  t h e  V i s t a  de l  Arroyo Hotel,  which has been 
r e b u i l t  and converted i n t o  t h e  courthouse,  TV monitors had t o  be set  up  
throughout t h e  bu i ld ing  by our t e l e v i s i o n  crew. They were a l s o  asked t o  
t ape  t h e  proceedings f o r  a video documentary of t h e  event .  

The Ambassador Auditorium s t a g e  crew set  up t h e  courtroom with proper 
l i g h t i n g  f o r  t h e  ceremony and f o r  t h e  Pasadena Boy's Choir t h a t  performed. 

Auditorium ushers  directed parking and a s s i s t e d  i n  t h e  set-up of t h e  
Mexican-style meal, which was prepared by t h e  ladies  from t h e  Pasadena 
Spanish congregation along with t h e  Food Se rv ices  s t a f f .  Our landscape 
crew helped i n  beau t i fy ing  t h e  set-up a r e a  a r o u n d . t h e  t e n t  i n  which t h e  
bu f fe t  meal was served. 

The cab ine t  shop provided a set-up f o r  t h e  band t h a t  played t h e  opening 
m u s i c ,  and t h e  moving crew helped o u t  a g r e a t  deal with a l l  t h e  m a t e r i a l  
t h a t  was needed on loca t ion .  The photography department served as t h e  
o f f i c i a l  photographers,  providing s h o t s  f o r  r e p o r t s  covering t h e  event .  

As you can see, t h e  c o l l e g e  became q u i t e  involved i n  coord ina t ing  and 
serv ing  f o r  t h i s  event.  Judge Nelson summed up her thanks by saying:  
"Each t a s k  performed was done with such competence and exce l lence  t h a t  are 
r a r e  t o  experience.  Equally important  t o  m e  was t h e  s p i r i t  of s e r v i c e  t o  
t h e  community evidenced by each and every member of your s t a f f .  The 
courtesy,  ded ica t ion  and sweetness of demeanor of each and every one of 
them was a p l easu re  t o  experience."  

"The Worldwide N e w s "  w i l l  have an a r t i c l e  covering t h e  event  i n  an up- 
coming e d i t i o n ,  inc luding  a photograph of Mr. Tkach w i t h  Chief Just ice  
Burger. 

FLEET ADMINISTRATION 

- - E l l i s  L a  Ravia, Fac i l i t i e s  Adminis t ra t ion 

Emissions Since t h e  advent of emission c o n t r o l s  on automobiles,  there  has  
been a device c a l l e d  an EGR (Exhaus t  Gas Rec i r cu la t ion )  va lve  on a l l  GM 
engines. The reason f o r  t h e  EGR va lve  is t o  reduce n i t r o u s  oxide (NOX) 
emissions. NOX emissions a r e  produced when cy l inde r  p re s su re  and heat  are  
too h igh .  An EGR va lve  maintains  a t o l e r a b l e  l e v e l  of hea t  and p res su re  
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by in t roducing  i n e r t  exhaust gases  i n t o  t h e  c y l i n d e r  during combustion. 
With today ' s  leaner-burning engines ,  t h e  EGR va lve  becomes even more 
important. A malfunctioning EGR va lve  can cause some unpleasant  
d r i v a b i l i t y  s i d e - e f f e c t s ,  such as h e s i t a t i o n  o r  s t a l l i n g .  Disconnecting 
the  valve can resu l t  i n  s e r i o u s  engine damage. Check your EGR va lve  
should you n o t i c e  t h e s e  symptoms! 

Automotive hoses can provide long s e r v i c e  l i f e ,  b u t  they  a r e  not  perma- 
nent. When you l e a r n  of some of t h e  cond i t ions  under which they  m u s t  
perform, y o u ' l l  understand t h e  reasons.  

Operating i n  under-the-hood temperatures  t h a t  o f t e n  approach 300°F, while 
being subjected t o  i n t e r n a l  p re s su res  of up t o  15 pounds per square  inch,  
r a d i a t o r  hoses are required t o  h e l p  r e c i r c u l a t e  many g a l l o n s  of h o t  
coolant  an hour. 

While checking your ca r ' s  r a d i a t o r  hoses  f o r  v i s i b l e  s i g n s  of wear, a l s o  
look f o r  such t h i n g s  as a hardened o r  cracked hose cover,  swel l ing  and 
sof ten ing  of t h e  hose ' s  e x t e r i o r ,  l eak ing  a t  t h e  clamps o r  perhaps a 
bubble  between t h e  cover and t h e  tube ,  which are a l l  s i g n s  of a f a i l i n g  
r ad ia to r  hose. Should you detect any of t h e s e  s i g n s ,  take your car i n  f o r  
s e rv i ce .  

--Dean May, F l e e t  Adminis t ra t ion 

ON THE WORLD SCENE 

PHILIPPINES TRANSITION; WORLD ECONOMY: B I G  BANK JITTERS; 
EUROPEANS RESIST CALL FOR MISSILE FREEZE; FRANCE'S GROWING NUCLEAR PUNCH 

New Government in Philippines This  morning, j u s t  before  copy f o r  t h i s  
column was f i n a l i z e d ,  word came of t h e  r e s i g n a t i o n  of Ferdinand Marcos a s  
pres ident  of t h e  Republic of t h e  P h i l i p p i n e s ,  on ly  hours a f t e r  he had 
taken t h e  oa th  of o f f i c e  f o r  another  s ix-year  term. The United States 
government immediately recognized t h e  new government of Mr. Marcos' 
opponent i n  t h e  r ecen t  n a t i o n a l  e l e c t i o n ,  Corazon Aquino. M r .  Marcos' 
f a t e  was sea l ed  over t h e  previous weekend with t h e  d e f e c t i o n  t o  Mrs. 
Aquino of key leaders and u n i t s  of t h e  P h i l i p p i n e  m i l i t a r y .  

Secre ta ry  of State  George Schu l t z ,  while  admi t t ing  t o  high-level  conver- 
s a t i o n s  between t o p  U.S.  o f f i c i a l s  and Mr. Marcos, urging him i n  t h e  l a s t  
days t o  s t e p  down, neve r the l e s s  claimed t h a t  " t h i s  is not  something t h e  
United States has  done--this is something t h e  people of t h e  Ph i l ipp ines  
have done." I t  is important t o  note  h e r e  t h e  kind of l e a d e r s h i p  t h a t  
helped secure t h i s  change i n  t h e  name of t h e  people. A former U . S .  
ambassador t o  t h e  Ph i l ipp ines  t o l d  an in t e rv i ewer  on t h i s  morning's "A.M. 
America" on ABC t h a t  the Roman Ca tho l i c  Church--over 85 percent  of 
F i l i p i n o s  a r e  Catholic--was, as he sa id ,  " ins t rumenta l  c r y s t a l l i z i n g  
opposi t ion" t o  t h e  Marcos government. The Archbishop of Manila, Jaime 
Cardinal Sin,  played a most v i s i b l e  r o l e  i n  t h e  oppos i t ion .  The Church's 
Radio V e r i t a s  (Radio Tru th)  served as  a r a l l y i n g  c r y  f o r  t h e  Aquino 
forces .  This p o l i t i c a l  a c t i v i t y  on t h e  p a r t  of t h e  Roman Cathol ic  Church 
might be a forerunner  of t h i n g s  t o  come elsewhere i n  t h e  world, specifi-  
c a l l y  i n  Europe. 

I t  is too  e a r l y  t o  t e l l  what p o l i c y  changes, i f  any, t h e  Aquino government 
w i l l  e f f e c t ,  o r  even i f  it w i l l  be able t o  conso l ida t e  power. I t  appears  
a t  t h i s  junc ture  t o  have t h e  e s s e n t i a l  suppor t  of t h e  m i l i t a r y .  What 
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happens now in the Philippine countryside, where the Marcos party, the 
KBL, has dominated political and economic life in a feudalistic manner? 
Will the KBL crumble, will powerful landlords, estate owners, employers of 
thousands of people in industry and agriculture, switch sides? No one 
knows yet whether turmoil can be avoided. 

It was in the big cities, where individuals were freer to choose their 
political allegiance, that Mr. Marcos lost his grip on power. Charges--no 
doubt true to a considerable extent--of corruption, greed and the use of 
political office for personal enrichment freely circulated and undermined 
the KBL's position. "A throne is established by righteousness," we are 
told in Proverbs 16:12, and the KBL simply could stand no longer. The 
powerful interests and families dominating the old order have been 
toppled. .But it must be admitted there are other interests, other groups 
who were out of power and who now have their chance to wield it. Will 
they succumb to the same temptations? Will conditions really change that 
much for the average Filipino? 

Meanwhile, we must continue to pray for the safety and well-being of our 
brethren in the Philippines. 

Oil Price Plunge Triggers Economic Woes The plummeting world oil price 
structure claimed, in effect, its first significant victim on Friday, 
February 21. On that day Mexico's president Miguel de la Madrid said h i s  
oil-producing, debt-ridden country intends to limit its debt repayments 1 to 
its "capacity to pay. " Foreign creditors--meaning, in large part, giant 
U.S. banks such as Bank of America, Chase Manhattan, Citicorp and 
Manufacturer's Hanover--will simply have to make "sacrifices," he said. 

0 

While President de la Madrid left many points unclear, he implied that 
Mexico has decided not to pay the full interest bill on its $97 billion 
foreign debt, at least not on time. Mexico's new policy differs only in 
spirit from one that Peruvian Presi.dent Alan Garcia announced last July 
limiting the country's debt-service payments to 10 per.cent of its export 
revenue. Nigeria, too, has taken a similar step. Significantly, the 
February 24 WALL STREET JOURNAL labeled the Mexican action "a major 
turning point in the international debt crisis." 

Latin American experts had predicted earlier that Mexico faced financial 
ruin and the potential of social upheaval threatening the existence of the 
ruling Institutional Revolutionary Party (PRI) if oil prices plunged down 
to the $20-per-barrel range. But now Mexico is selling its oil at the 
approximate $lS-per-barrel level, and in smaller quantities than pre- 
viously. As a result, the big U.S. banks are shuddering at what lies 
ahead. A private newsletter we receive (I can't divulge the source) says 
this about their concerns: 

The petrodollar recycling machinery set up between OPEC oil 
producers, the big banks and Third World borrowers in the 1970s 
is now coming apart at the seams. The declining U . S .  dollar, 
lower price of oil, and lower U.S. interest rates [have] 
reversed the flow of OPEC funds away from the big U . S .  banks 
over the past year or so. U.S. banks have loaned domestic oil 
companies $27 billion and have loaned just three foreign oil 
producers (i.e., Mexico, Venezuela, and Nigeria) $40 billion. 
Bank of America (America's second largest bank) is & trouble, 
-- with 98 percent of total equity loaned out to Mexico and 
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I I Venezuela; Chase Manhattan has l e n t  98 percen t  of its t o t a l  
e q u i t y  to those  two debtors ;  C i t i c o r p  has  l e n t  % p e r c e n t  @ 
Manufacturers Hanover 102 percen t  Mexico Venezuela. 

Ten Texas banks wrote o f f  $673 m i l l i o n  i n  bad energy loans  i n  
1985 and s t i l l  c a r r y  almost $4 b i l l i o n  i n  non-performing energy 
loans  on t h e i r  books.... Numerous bank f a i l u r e s  and huqe b i q  
bank b a i l o u t s  are coming i n  1986 as g resu l t  of t h e  o i l  price 
plunge . 

I t ' s  not  j u s t  t h e  big-name banks t h a t  are worrying e i t h e r .  According t o  
t h e  Federal Reserve, more than  1 , 4 0 0  separate U.S. banks a r e  involved i n  
loans  t o  La t in  American coun t r i e s .  Many of t h e s e  small banks were jun io r  
p a r t n e r s  i n  t h e  s e v e r a l  "jumbo" loan  packages t h a t  have been arranged over 
t h e  p a s t  few years .  

- - --- 

Is there any way ou t  of t h i s  bus iness?  Perhaps--but on ly  a t  t h e  p r i c e  of 
acce le ra t ed  i n f l a t i o n .  Early i n  t h i s  decade, f e d e r a l  l eg i s l a t ion - - the  
l i t t le-known Monetary Control A c t  of 1980--was enacted,  enabl ing  t h e  U.S. 
Federal Reserve System t o  monetize ( t o  create money o u t  of t h i n  a i r )  t o  
cover t h e  debts  of banks threa tened  with huge overseas  l o s s e s ,  by extend- 
ing t o  them long-term, low- in te res t  l o a n s  t o  cover t h e i r  exposures. The 
Fed can a l s o  d i r e c t l y  assume p a r t  of t h e  debt  and issue Federal Reserve 
notes  a s  col la teral--something t h e  Federal Reserve System, t h e  banker ' s  
bank, has never attempted before .  

This a c t i o n  is not  something U.S. Federa l  Reserve Board chairman Paul 
Volcker, a noted a n t i - i n f l a t i o n i s t  (and, claims NEWSWEEK magazine, t h e  
"second most powerful man i n  America") wants t o  do. Bai l ing  out  b i g  banks 
is c l e a r l y  a l a s t - r e s o r t  opt ion.  I t  means s e r i o u s  i n f l a t i o n  and a plunge 
i n  t h e  value of t h e  d o l l a r .  B u t  what is t h e  a l t e r n a t i v e ?  A s t r i n g  of 
spec tacular  bank f a i l u r e s ,  followed by d e f l a t i o n  and depression? No one 
wants t h a t  e i t h e r .  ( A s  f i n a n c i a l  c o n s u l t a n t  Ashby Bladen wrote i n  t h e  
February.24, 1986 i s s u e  of FORBES3 

The very f a c t  t h a t  t h e  l a s t  f i n a n c i a l  debacle w e  s u f f e r e d  [ i n  
t h e  1 9 3 0 ~ 1  was d e f l a t i o n  and depress ion  means t h a t  t h i s  t i m e  
t h e  p o l i t i c a l  imperat ive is fend o f f  d e f l a t i o n  and depres- 
-- s i o n  a t  any cost-- includins  runaway i n f l a t i o n .  By t h e  end of 
1985 our Congress had, f o r  a l l  p r a c t i c a l  purposes,  decided t o  
b a i l  ou t  everybody whpse f a i l u r e  would cause unemployment o r  
f i n a n c i a l  distress.  I f  t h e  p o l i t i c i a n s  now have t h e i r  way, t h e  

I t  is much too  l a t e  f o r  our country,  o r  t h e  world as a whole, 

danger w e  f a c e  t h i s  t i m e  is runaway i n f l a t i o n ,  no t  d e f l a t i o n .  

t o  a v e r t  t h e  developing f i n a n c i a l  crisis..: .  I have aJways s a i d  
t h a t  t h e  u l t i m a t e  outcome of t h e  a t tempt  t o  avoid t h e  d e f l a -  
t i o n a r y  consequences of excess ive  debts  by un ive r sa l  b a i l o u t s  

unknowable because it has never been done s u c c e s s f u l l y  
before.  B u t  i n  t h e  s h o r t  run t h e  f a l l  of t h e  d o l l a r  i n e v i t a b l y  

Europeans Worry Over U.S. A r m s  Proposal Pres ident  Reagan, i n  a l e t t e r  t o  
Sovie t  l e a d e r  Mikhail S. Gorbachev, has  called f o r  e l imina t ion  of medium- 
range missiles i n  Europe as a "cons t ruc t ive  f i r s t  s t e p "  toward worldwide 
curbs on t h e  nuc lear  arms race ,  t h e  Associated Press quoted an unnamed 
U.S. o f f i c i a l  as saying on February 22. The P r e s i d e n t ' s  dec i s ion  was 

i worsening i n f l a t i o n .  



PAGE 8 PASTOR GENERAL'S REPORT, FEBRUARY 28, 1986 

repor ted ly  descr ibed  as based on t h e  advice  of most of h i s  s e n i o r  arms 
con t ro l  expe r t s ,  who see an agreement on medium-range missiles a s  t h e  most 
l i k e l y  way t o  move t h e  Geneva arms t a l k s  o f f  dead cen te r .  

Mr. Reagan's proposal  is apparent ly  i n  pa r t i a l  response t o  similar i d e a s  
f l o a t e d  by Mr. Gorbachev a l i t t l e  over a month ago a t  which t i m e  t h e  
Sovie t  leader called f o r  t h e  e l i m i n a t i o n  of a l l  nuc lear  weapons by t h e  
year 2000. To accomplish t h i s ,  Mr. Gorbachev proposed a th ree - s t ep  
program: I n  t h e  f i r s t  s t a g e ,  he sa id ,  "within t h e  next  f i v e  t o  e i g h t  
years ,  t h e  United States and t h e  Sov ie t  Union would reduce by one-half t h e  
nuclear  arms t h a t  can reach each o t h e r ' s  t e r r i t o r y  and l i m i t  remaining 
nuclear warheads t o  6,000 on each side." A t  t h e  same time, according t o  
t h e  Kremlin's p lan ,  t h e  Sovie t  Union would e l i m i n a t e  i t s  intermediate-  
range missiles aimed a t  Western Europe and t h e  United S t a t e s  would remove 
its missiles i n  Europe aimed a t  t h e  Sov ie t  Union. 

In add i t ion ,  t h e  S o v i e t s  want t o  see t h e  B r i t i s h  and French f r e e z e  t h e i r  
growing nuc lear  a r s e n a l s  a t  p r e s e n t  l e v e l s .  The S o v i e t s  a r e  c l e a r l y  
d is turbed  over t h e  growth of t h e s e  two independent European programs. The 
B r i t i s h  and French p r e s e n t l y  have 352 warheads between them and could have 
a s  many a s  1 ,200  by t h e  e a r l y  t o  mid-1990s. 

The Europeans c l e a r l y  confront  a dilemma from two d i r e c t i o n s .  F i r s t  of 
a l l ,  s e v e r a l  European na t ions  went t o  t h e  p o l i t i c a l  wa l l ,  fac ing  p u b l i c  
wrath i n  some cases, i n  order  t o  implement t h e  1979 NATO dec i s ion  t o  
deploy U.S.-made Pershing I1 and cruise missiles. 

"Having marched a l l  t h e  way up t h e  mountain and g o t t e n  these I N F  weapons 
deployed," s ays  a B r i t i s h  diplomat,  " a l l  of a sudden proposing t o  march 
back down t h e  mountain is a p r e t t y  quick turnaround." 

A B r i t i s h  arms s p e c i a l i s t  adds t h a t  i f  an agreement is indeed made, 
"Europe w i l l  g e t  back t o  f e e l i n g  unprotected and naked because t h e r e  w i l l  
be no v i s i b l e  symbol he re  of America's nuc lea r  commitment." 

The f e a r  would grow t h a t  a ban on in t e rmed ia t e  range missiles i n  Europe 
would mean t h e  "decoupling" of Western Europe from U.S.  nuclear  
p ro tec t ion .  

France: World's Third-Largest Nuclear Power Even though t h e  U . S .  counter-  
proposal is said t o  re ject  t h e  Sov ie t  demand of a f r e e z e  on t h e  growth of 
t h e  B r i t i s h  and French nuclear  f o r c e s ,  o f f i c i a l s  i n  these c o u n t r i e s  a r e  
concerned t h a t  p re s su re  w i l l  grow i n  t h e  f u t u r e .  The f a c t  is, Sovie t  
concerns over t h e  expansion of t h e  B r i t i s h  and French nuc lear  f o r c e s  are 
l e g i t i m a t e ,  e s p e c i a l l y  over t h e  French program. The French have been 
spending v a s t  sums t o  develop and deploy t h e i r  own nuclear  weapons 
systems. The B r i t i s h  have elected t o  depend mostly on American tech-  
nology. They a r e  p r e s e n t l y  upgrading t h e i r  own small f l e e t  of P o l a r i s  
submarines and are i n  t h e  process  of acqu i r ing  t h e  Tr iden t  submarine and 
missiles system. 

Q u i e t l y  and s t e a d i l y ,  France has  s o l i d i f i e d  i ts  p o s i t i o n  a s  t h e  wor ld ' s  
t h i rd - s t ronges t  nuc lear  power. This  was made ev ident  l a s t  May when t h e  
French Force Oceanique S t ra teg ique  unvei led i ts  most advanced nuc lear  
submarine, t h e  I n f l e x i b l e ,  t h e  f i r s t  French s u b  equipped with MIRVed 
(mul t ip le  warhead) missiles. The I n f l e x i b l e  can f i r e  96 warheads--16 
missiles with 6 warheads each. The 96 missiles r ep resen t  1 6  more than t h e  
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total now carried by France's older fleet of five submarines, equipped 
with single-warhead rockets. The warheads from just this one long-range 
submarine alone are capable of destroying the heart of Soviet industry and 
most major Soviet cities1 Just how significant has been the growth of the 
French and British forces was revealed in an article in the Summer 1984 
edition of the journal FOREIGN POLICY. 

The period of West European strategic irrelevancy is over. 
Both Great Britain and France are on the verge of nuclear 
build-ups, ambitious enough to turn either one into the 
world's third nuclear superpower.... For 35 years NATO's West 
European members depended on the superior nuclear forces of 
the United States for deterrence and for their ultimate 
defense.... However, the SALT [Strategic Arms Limitation 
Talks] process greatly reduced West Europeans' certainty that 
Washington would be willing to risk nuclear war to defend 
them.... Today, not only have West Europeans lost confidence 
in the American deterrent but they also fear increased Soviet 
capabilities and perhaps new aggressiveness in the crucial 
decade ahead. As a result of these fears, Great Britain and 
France plan to increase their old force of roughly 300 land- 
and sea-based missile warheads to at least 1,200 warheads at a 
cost of roughly $50 billion. 

Eventually, Great Britain will deploy four submarines, each 
with 16 Trident I1 submarine-launched ballistic missiles 
(SLBMs). Each of these missiles can reportedly carry between 
8 and 1 
firing 
unspeci 

.7 Trident I 
submarines 
fied number 

I warheads. France will field- seven-missile- 
. -  with g total of 592 warheads and an 
of SX missiles, new Mirage 2000-N strategic 

bombers, Mirage IVP bombers, and Super-Etandard attack planes. 
This array of weapons will cost Great Britain more than $20 
billion and France an estimated $30 billion.... 

One fully equipped Ohio-class Trident submarine, the newest 
addition to the U.S. submarine fleet, is the most awesome 
deterrent ever created by man, possessing the capability to 
destroy every large- and medium-sized Soviet city.... The 
longer range of the Trident I1 missile fleet will permit the 
submarines to roam over wider expanses of ocean, thus making 
them more difficult to track and attack.... According to a 
study published by Cornell University in 1976, about one- 
fourth of the Soviet population and one-half of its industry 
are concentrated in its 100 largest cities. Thus the warheads 
of one British submarine firing Trident I1 missiles could 
eliminate the USSR as a major power.... 

The Soviets may fear that France might also be the beneficiary 
of American nuclear generosity. Despite popular belief, the 
United States has provided some assistance to the French 
nuclear weapons program. [France, reported the February 3, 
1985 SUNDAY NEWSDAY of Long Island, NY, acquired several U.S.- 
made Cray I supercomputers to help in its nuclear weapons 
systems design. The U.S. also supplied advanced electronics 
gear to help the French communicate with their strategic 
underwater fleet.].... 



PAGE 10 
. 

PASTOR GENERAL'S REPORT, FEBRUARY 28, 1986 

British and French submarines alone will be capable of 
inflicting staggering damage on the Soviet Union. The Trident 
I1 and M-4 SLBMs [submarine-launched ballistic missiles] will 
give Great Britain and France a weapon that even Moscow has 
only recently developed: a solid-fuel SLBM equipped with 
multiple independently targetable re-entry vehicles (MIRVs). 
The range of the new SLBMs will give the submarines 10 times 
more ocean area in which to prowl, and let them penetrate to 
within a few minutes' missile flight time to their targets.... 
In the eyes of the Kremlin leaders, each British and French 
SLBM-firing submarine will have, at the very minimum, the 
ability to destroy the Soviet copper, chemical, and gas- 
refining industries, as well as almost 70 per cent of Soviet 
aluminum and oil production, while having several warheads 
each left over to attack Moscow, Murmansk, Leningrad, 
Stalingrad, and the missile-testing center at Tyuratam.... 

No wonder the Soviets are concerned; furthermore it would appear now that 
the French and, secondarily perhaps, the British strategic nuclear forces 
will form the strategic nucleus of a European "third force" in the future. 
What if such awesome power should fall under the control of unsavory 
quarters in a united Europe so that it would be directed against the 
United States, perhaps with the foreknowledge of the Soviet Union--a 
restored Roman Empire in Europe having made a non-aggression agreement 
with the Soviets and their allies? The Americans "would never know what 
hit 'em," to use the old saying. Recall the quote by Norman Cousins in 
this column last time: "A missile launched by a submarine ...p rovides no 
automatic or certain information about the identity of the sender." 

--Gene Hogberg, News Bureau 


