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“Resolve to serve no more, and you are at once freed. I do not ask that you
place your hands upon the tyrant to topple him over, but simply that you
support him no longer; then you will behold him, like a great Colossus whose
pedestal has been pulled away, fall of his own weight and break in pieces.”
— Étienne de La Boétie
The Politics of Obedience: The Discourse of Voluntary Servitude, 1553

Why in the world do people consent to their being enslaved by the State?

This was the question that Étienne de La Boétie sought to uncover and expose in
this nearly lost and forgotten document of the 16th century. While many great
philosophical thinkers of the past and present have attempted to plumb the depths
of tyranny Boétie delves into the dark nature of State rule itself. And although
much can be said about his insight and style of writing, it is the power of his own
words that does the convincing. His conclusion was that people choose to enslave
themselves.
“Plays, farces, spectacles, gladiators, strange beasts, medals, pictures, and other such
opiates, these were for ancient peoples the bait toward slavery, the price of their liberty,
the instruments of tyranny. By these practices and enticements the ancient dictators so
successfully lulled their subjects under the yoke, that the stupefied peoples, fascinated by the
pastimes and vain pleasures flashed before their eyes, learned subservience as naively, but
not so creditably, as little children learn to read by looking at bright picture books.
Roman tyrants invented a further refinement. They often provided the city with feasts
to cajole the rabble, always more readily tempered by the pleasure of eating than by
anything else. The most intelligent and understanding amongst them would not have

Lara-Murphy Report
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quit his soup bowl to recover the liberty of the Republic of Plato. Tyrants would distribute
largess, a bushel of wheat, a gallon of wine, and a sesterce: and then everybody would
shamelessly cry, “Long live the King!” The fools did not realize that they were merely
recovering a portion of their own property, and that their ruler could not have given
them what they were receiving without having first taken it from them.
Tyrants have wondered that men could endure the persecution of a single man that
they have insisted on using religion for their own protection and, where possible, have
borrowed a stray bit of divinity to bolster up their evil ways. It has always happened that
tyrants, in order to strengthen their power, have made every effort to train their people
not only in obedience and servility toward themselves, but also in adoration.
…While many eventually forget freedom—there are always some who will never
submit.”
We choose to believe that the people who will never submit are the ones who
make up the 10%—the small remnant of special individuals like you. Thanks for all
that you do!

Yours truly,
Carlos and Bob

Lara-Murphy Report
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PULSE ON THE MARKET
Gr een Ne w Deb t

The hot new topic among policy wonks and political pundits is the so-called “Green New
Deal,” spearheaded by media darling Rep. Alexandria Ocasio-Cortez but rapidly being
endorsed by a growing number of progressive Democrats. The name of course harkens back
to the original New Deal under Franklin D. Roosevelt, but with a modern twist in the
context of climate change.
Although specifics are being dribbled out slowly—which both the critics and the fans agree
on, the latter saying it shows how Green New Deal advocates “are starting a conversation”
about “conceptual ideas”—there has been enough from Ocasio-Cortez’s office to get the
basic gist. The Green New Deal—and here we are drawing from documents released by her
staff—calls for the United States to reach net-zero greenhouse gas emissions by the year
2030, without expanding electricity from nuclear power. (According to the latest figures from
the Energy Information Administration, in 2017 wind and solar accounted for about 8% of
U.S. electricity generation, while nuclear accounted for 20% and natural gas was 32% and
coal was 30%.)
Yet this really isn’t just about climate change. The Green New Deal wants to engage in
massive federal spending to achieve, among other goals:
“o Provide job training and education to all
…
o Doing direct investments in frontline and deindustrialized communities that would otherwise be
hurt by the transition to prioritize economic benefits there
o Use democratic and participatory processes led by frontline and vulnerable communities to
implement GND projects locally
o Ensure that all GND jobs are union jobs that pay prevailing wages and hire local
o Guarantee a job with family-sustaining wages
o Protect right of all workers to unionize and organize
o Strengthen and enforce labor, workplace health and safety, antidiscrimination, and wage and

Pulse on the Market
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PULSE ON THE MARKET
hour standards
…
o Obtain free, prior, and informed consent of Indigenous peoples
o Ensure an economic environment free of monopolies and unfair competition”
And we are just scratching the surface. The more one reads of the commentary on the Green
New Deal—from its fans, mind you—the more one realizes that it is a vehicle for achieving
long-desired goals of the progressive Left.
At this point, suffice it to say that one reputable estimate of the Green New Deal’s cost,
including its promises of Medicare for All and federal “job guarantee” program—is $93 trillion
over the first ten years. Now obviously folks, we don’t think even the federal government
would implement such a costly program. Our point is to show just how ludicrously expensive
the buffet-style promises are at this point.

B e r n i e ’s B a c k

Bernie Sanders has formally entered the 2020 presidential race. His one major liability
among progressive Democrats is that, well, he’s an old rich white guy. (Live by identity
politics, die by identity politics, Mr. Sanders.) As much as the country has grown tired of the
initially amusing antics of Donald Trump, the Democrats may end up fielding a candidate
who is forced to say such outrageous things in the primary (to shore up support among selfidentified socialists) that he might just get reelected.

Pulse on the Market
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PULSE ON THE MARKET
M o d e r n M o n e ta r y T r av e s t y

When asked how she plans on paying for her Green New Deal, Ocasio-Cortez has turned the
question around, asking how Americans paid for the Iraq invasion or for the bank bailouts.
Fair enough, but three wrongs don’t make a right. Her more substantive answer is to bring
up “Modern Monetary Theory,” or “MMT,” which is a small but growing school of thought
associated in modern times with people like Randall Wray, Warren Mosler, and (former
Bernie Sanders economic advisor) Prof. Stephanie Kelton.
We may return for a more comprehensive analysis in future issues, but for our purposes now,
here’s the gist of it: MMT proponents argue that it is obsolete to ask how Uncle Sam will “pay
for” something, because the Federal Reserve can create dollars at will. Unlike a household
or even a major corporation, the U.S. Treasury need never default on its obligations, because
it can simply have the central bank create more electronic reserves and buy up outstanding
Treasury debt.
Now it’s true, the MMTers will admit, if the authorities create too many dollars, then
Americans could experience unacceptably high price inflation. But that’s a different sort of
thing from saying, “We can’t afford this.”
We trust that LMR readers can immediately see the supreme danger of leading citizens down
this rhetorical cul-de-sac when asked how we can possibly afford something as expensive as
the Green New Deal. Yet this is the state of sophisticated economic discourse in U.S. politics
at the moment.

Pulse on the Market
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As long-time readers know, Carlos
and I have both been alarmed at the policies of the Federal Reserve, which we believe
has blown up a giant bubble that will eventually burst. After immersing myself in the
data, I gave a presentation at the IBC Think
Tank in early February where I summarized
my views on the economic outlook for the
United States.
My overall conclusion was: unless the Fed
drastically changes course (which would
only postpone the problem), the U.S. will officially enter a recession either in late 2019
or at some point in 2020. Furthermore, the
economic crash will be severe, probably
worse than what happened in the last crisis.
(It is difficult to be too specific on impacts,
because they are so dependent on the government’s response to a crash.) In the rest of
this article I will lay out some of
the key charts from my presentation to show how I reached
this conclusion.

The banking system (led by the central
bank) floods the market with liquidity, pushing interest rates down to artificially low
levels. This gives a false signal to entrepreneurs that capital is cheaper to borrow than
it really should be, because the funds are not
matched by genuine saving. The artificially
low rates lead to an unsustainable boom,
which eventually collapses when the banks
stop inflating the money supply and interest rates rise toward more appropriate levels.
The boom then turns to a bust.

The Fed’s Rounds of QE Drove the Stock
Boom
This first chart shows the close connection
between the S&P 500 and the Fed’s balance
sheet, at least until Trump’s election:

The Framework: Austrian
Business Cycle Theory
Naturally, the underlying
framework for my presentation
was the Austrian theory of the
business cycle as developed by
Ludwig von Mises and elaborated upon by Friedrich Hayek.
I assume most readers are familiar with this approach, but
the quick version is:
When Is the Recession Coming?

The banking system (led by the central bank)
floods the market with liquidity, pushing
interest rates down to artificially low levels.
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Figure 1. S&P 500 Index vs. Total Federal Reserve Assets

As Figure 1 reveals, the U.S. stock market rose when the Fed was buying assets
(and hence increasing the size of its balance
sheet) and was flat when the so-called “ta-

The yield curve is dangerously close
to inverting once again.

per” finished, and the Fed simply rolled over
its bond portfolio.
This pattern broke down right when Trump
was elected. So I am willing to say that the
increase in the stock market since Trump’s
When Is the Recession Coming?

election is tied to “fundamentals.” After all,
putting aside his personality and some of his
private life choices, Trump deregulated the
economy in certain sectors and the GOP
pushed through a large corporate income tax
cut. Prima facie, this would improve corporate profitability and stock prices, especially
relative to the counterfactual of a Hillary
Clinton administration. (To be sure, the tariffs and federal spending surge are drags on
the economy under Trump.)

Yield Curve
Notice that the yield curve is close to inverting:
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Figure 2. 10-year Treasury Yield Minus 3-Month Treasury Yield

In Figure 2, the gray bars indicate recessions, as defined by the National Bureau
of Economic Research (NBER). The black
horizontal line shows the cutoff for when
the yield curve “inverts,” meaning that the
yield (i.e. interest rate) on 3-month Treasury
securities is higher than the yield on 10-year
Treasuries. (Normally, the yield on longer
maturity bonds is higher, other things equal.)
Notice that when the yield curve inverts—
i.e. when the blue line dips below the horizontal black line in the chart—a recession
soon follows. This is a well-known phenomenon holding true at least in the postwar era.
Finally, observe that the yield curve is dangerously close to inverting once again. If the
Fed continues to hike its policy rate, we expect it to invert.
When Is the Recession Coming?

From an Austrian viewpoint, this pattern
makes sense. When the central bank inflates,
it primarily pushes down short-term interest
rates, while long rates might even rise because of higher price inflation expectations.
(Investors need to be compensated with a
higher rate of return, nominally, in an environment where the dollar is falling faster in
value over time.) So in a “normal” environment, in the midst of a credit-induced boom,
the yield curve would not be inverted.
In such a scenario, when the banks slam on
the brakes, it’s primarily the short-term interest rate that would spike, jumping above
the longer rates and leading to an inverted
yield curve. But we already know from Austrian theory that this is what induces the
inevitable recession. Thus Figure 2 above
makes perfect sense, from the perspective of
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Mises-Hayek business cycle theory.

Two Types of Fed Tightening
It is difficult to convey succinctly—we cover some of this material in the Lara-Murphy
Show podcast, particularly episodes 66 and
671—but the Fed has actually been engaged
in two separate types of “tightening.” First, in
December 2015—seven years to the month
after rates hit zero—the Fed began raising
its policy rate.
Then, in late 2017, the Fed began letting its
balance sheet shrink. In other words, the Fed
did not keep rolling over all of its incoming

principal payments on its bond portfolio,
and instead started letting some of the bonds
“roll off ” on net.
You can see this distinction in Figure 3.
Normally, the two actions go hand-inhand. That is to say, in a macro textbook, if
an economist is explaining how the central
bank raises interest rates, he would say, “The
central bank sells off assets, which sucks reserves out of the banking system, and causes
the interest rate on reserves to rise.”
But since the Fed began paying interest on
reserves (in October 2008), those two policies are divorced. The Fed was able to start
raising rates in December 2015 without sell-

Figure 3. Two Types of Fed Tightening—Rate Hikes and Bond Roll-Off
When Is the Recession Coming?
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ing off assets (and thus pulling reserves out
of the system), by simply increasing the interest rate that the Fed itself paid to commercial banks.
Note that the extreme volatility and drops
in the U.S. stock market didn’t really kick in
until mid- to late 2018. This shows that it’s
the reduction in bank reserves, not the rate
hikes per se, that are responsible for the depressed stock market.

Why Powell Can’t Just Keep Inflating
Finally, let’s consider why the Fed has
painted itself into a corner, and has little
choice but to continue letting its bonds ma-

This shows that it’s the reduction
in bank reserves, not the rate hikes
per se, that are responsible for the
depressed stock market.

ture and fall off the balance sheet. Figure 4
shows the problem.
Notice how low bank reserves were, up
until the fall of 2008. And although they’ve
come down significantly from their peak of
around $2.8 trillion, there are still $1.6 trillion of bank reserves in the system. Since
the Fed is currently paying 2.4% to banks
as “interest on reserves,” that works out to

Figure 4. Reserve Balances and Implied Fed Interest Payments to Banks
When Is the Recession Coming?
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a $39 billion annual interest payment to the
commercial banks…effectively paying them
to not make loans to their customers in the
general public!
Besides the craziness of that policy, this
situation shows that it’s too expensive for
the Fed to keep raising rates while not simultaneously letting its balance sheet shrink
(which is the accounting flipside to bank reserves falling). So we see that Powell et al.
are under pressure to bring down the Fed’s
holdings.2

Conclusion
Here I’ve given a breezy summary of my
presentation to the IBC financial professionals at our annual Think Tank. The take-away
for Lara-Murphy Report readers is that the
Fed is in a tough spot, and has little choice
but to continue letting its balance sheet
shrink, at least until there’s a major downturn.
If trends continue and the yield curve inverts, I would expect a major recession that
officially begins (though keep in mind the
government statisticians might not know it
in real-time) in late 2019 or, failing that, very
likely in 2020.

References
1.

Note that you can always easily find a Lara-Murphy Show podcast episode with this approach: www.Lara-Murphy.com/66 brings you to episode #66, etc.

2.

In my presentation, I mentioned other reasons that the Fed needs to keep tightening, but I am omitting them here for brevity.
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Note: Lara presented the following remarks on
February 6, 2019 during the opening morning of
the Nelson Nash Institute’s IBC Think Tank in Birmingham, Alabama.

Opening Remarks
Good Morning! My name is Carlos Lara
and I am a member of the board of directors and a co-creator of the Nelson Nash Institute and the IBC Practitioner Program for
financial professionals. And, it is my sincere
privilege to welcome everybody to the 2019
IBC Think Tank!

(and now to tens of thousands of people all over
the world), as simply IBC. And, I shouldn’t
say another word or go any further without
first paying due respect and acknowledgments to the founder and the discoverer of
this brilliant idea, our mentor, and our friend,
Nelson Nash.
Thank you for that outstanding applause!
Now to everyone that is here today let me
express to you, on behalf of the Nelson Nash
Institute, a sincere thanks for making the effort, financially and otherwise, to be here for
these two exciting educational days.

Birmingham, Alabama is originally
famous for its steel industry.
But for us it’s the original home
and birthplace of the most
revolutionary idea of this century!

All of the anticipation and all the long distance travel just to get here is over. It’s happening! We’re right here, right now—in the
heart of “The Pittsburgh of the South,”—I bet
you didn’t know that about Birmingham?
But yes, Birmingham, Alabama is originally
famous for its steel industry. But for us it’s
the original home and birthplace of the most
revolutionary idea of this century! Of course
I speak of none other than the Infinite Banking Concept, otherwise known to all of us

Some of you are here for the very first time
at an IBC Think Tank. Can I please see a
show of hands of all those first time attendees so the rest of us can see who you are?
Wow! As you can see there are quite a number of you. Thank you!
As always, we have attendance from all
over the United States and Canada and,
once again, we have opened our doors to allow non-members to attend the IBC Think

How to Secede from our Current Monetary Regime One Household at a Time
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Tank as special guests. So, just so you are all
aware, these special guests are either members of the general public, clients or friends
of practitioners, or they are individuals that
are still in student status with regards to our
IBC training program, or they are financial
professionals that have expressed an interest
in learning more about the IBC Practitioner Program, its Membership, and its annual
conference. So, a warm and friendly welcome to all of you! We’re immensely excited
that you are here.

Speaking of our speakers: I was privileged,
along with the rest of the NNI Board, to
preview all of the presentations for this year’s
Think Tank and, quite honestly, it’s some of
the best material that I have seen in years.
I can assure you that you will not be disappointed by any of this year’s line-up of topics
and presenters. And, because we know from
first hand experience that preparing these
talks, not to mention having to give them,
is hard work, what we want to do now, is to
express our gratitude to these guys and gals

I was privileged, along with the
rest of the NNI Board, to preview
all of the presentations for this
year’s Think Tank and, quite
honestly, it’s some of the best
material that I have seen in years.

I also want to single out and especially
thank our partners, the five life insurance
companies who are attending this event as
well. They will not only be providing teaching sessions for us, but will also be providing
most of our meals and refreshments through
out the two days. So, as always—ladies and
gentlemen of the life insurance industry—
we are honored to have you and appreciate your financial sponsorship and teaching
contribution. Thank you very, very much for
your generous support.

with a solid round of applause for being willing to share their best ideas with the rest of
us. If you are a speaker at this year’s Think
Tank please stand and let us show you our
appreciation. Let’s hear it for our Speakers!
Now of course all of this culminates by the
end of the day on Thursday (that’s tomorrow
in case you have lost track of time already)
with the much-anticipated, exclusive premiere viewing, of the documentary “This Is
Nelson Nash.” We’ll all get to see this marvelous film in an actual movie theatre located

How to Secede from our Current Monetary Regime One Household at a Time
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inside this hotel as our “Grand Finale” to this
year’s event and we will serve appetizers and
refreshments immediately afterwards. So
great fun, delicious food, and even more excitement is in store for all of us. I am predicting and wishing that your experience at this
year’s IBC Think Tank will be the absolute
best!
Thanks again, for being here.

The Case for IBC
This past year, wow, it has flown by so fast
we can hardly believe it. So many great advancements have been added to the Institute
since we last saw you that there is simply not
enough time to cover each one them in detail. But with Bob Murphy and David Stearns’s help we will get to share many of them
with you between today and tomorrow.
Right now while I am up here at the podium I want to take the opportunity to mention one very important new resource that
was added to the Institute last year, but this
year this new resource is sporting a brand
new look. So let me take a minute or two to
explain what I am talking about.
Many of you may not know that Nelson,
Bob, David and I have been conducting the
live IBC Seminar for 5 years now—ever since
2014 to be exact. This is the 4-hour presentation that is specially designed for the General Public. But last year we conducted that
Seminar without Nelson Nash for the first
time and so we filled that available speaking

slot with “new” content taken from a series
of LMR articles that were published in early
in 2017 called The IBC Tax Strategy. These
articles once released proved to be quite effective with the general public and especially
with business owners. Some of you began
reporting to us that these three articles,
when sent to prospects for them to read,
were closing insurance contracts practically
all on their own. Naturally, we took note of
this response so that that by the end of that
year—that is, December of 2017, we made
the decision to co-author together The Case
for IBC that premiered at last year’s Think
Tank. Yet even before the book came out in
print we already knew that we were packaging a valuable asset for the benefit of the
general public, the business owner, and also
the Authorized IBC Practitioner, which we
spotlighted in every important page of the
book.
So just so you are aware, The Case for IBC
is the IBC live Seminar in written form and
you should also know that it includes the
main essence of the IBC Tax Strategy articles
specifically in its very last chapter—Chapter
7.
So why am I telling you all this and why is it
important news for you today? Well, we sold
out of this book before the year was up, but
before we re-ordered more books we decided
to make a slight enhancement to the book by
expanding that last chapter—Chapter 7. We
even included an additional illustration that
would help make the case study being discussed in that particular chapter much more
powerful and lead to a bigger and more re-

How to Secede from our Current Monetary Regime One Household at a Time
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silient IBC policy for the business owner. So,
because of that one enhancement (a change
that most of you did not even know about
till just now) makes this book the Second
Edition of this book and what we want you
to know is that this Second Edition of The

Case for IBC is available today. So The Case
for IBC books at the bookstore outside in the
lounge area are the Second Edition of this
book and you will see that they are clearly
marked that way right on the front cover.
Long way of explaining all that, but, at least,
we know that now you know.

The Escape Route From Financial
Bondage
Interestingly, when it came time for the
NNI Board to choose a title for this book,
I actually already had something in mind.
One of my most favorite books is one written by the late Austrian economist Murray
Rothbard called “The Case Against The Fed.”
If you have not yet read this book I highly recommend it. So when it came time to
decide what to call our new book, I eagerly
suggested that we call it “The Case for IBC,”
after all, as ambassadors and advocates of
IBC, this is what we do when we speak to
people— we make the case for IBC.

I eagerly suggested that we call
it “The Case for IBC,” after all, as
ambassadors and advocates of
IBC, this is what we do when we
speak to people— we make the
case for IBC.

Well, everyone immediately liked the title.
But then we also needed a subtitle to the
book and after a few moments of thinking
silence, Bob Murphy suggested, this very
appropriate and captivating phrase “How To
Secede From This Current Monetary Regime
One Household At A Time.” All of a sudden
we all heard Nelson say (with that familiar
exclamation of his), kind of in all capital letters with three exclamation points following
it— “ALLRIGHT!!!”

How to Secede from our Current Monetary Regime One Household at a Time
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Of course, that’s the stamp of approval we
all needed to hear and so, there you have it.
And, it is actually the subtitle of this book
that I have chosen as the title to my message
to you this morning.

Building the Ten Percent
When you think about it, this phrase “How
To Secede From Our Current Monetary Regime
One House Hold At A Time” encapsulates the
“Building The 10%” message doesn’t it? It

feeling that aside from our visible success
many of us still didn’t quite understand the
importance of why the building of this 10%
is so necessary.
And yet, I know that you do understand
at a very important and necessary level, but
most likely many of us still don’t fully understand it at Nelson’s level. Nelson’s concern
and his admonishment to me was that you
needed to know “the truth” because if you
understand the truth of the way things really
are, then you will fully understand the why

Aside from our visible success
many of us still didn’t quite
understand the importance of
why the building of this 10% is so
necessary.

connotes a movement or a crusade—a mission that we’re all involved in and we want
others to be involved in it with us—and
thank God that with each passing day we are
being shown evidence that this movement
was meant to be.
Yet, it hasn’t been quite 30 days that Nelson called me in preparation for this Think
Tank somewhat—“how should I say it?”—
troubled (?), yes that’s it—disturbed, and

of our movement.
Now just between you and me, the problem with the truth is that it’s hard to handle, or more accurately, as they say, “we can’t
handle the truth.” So I have been thinking a
lot about this since I had that phone conversation with Nelson and how best to present
the truth Nelson wants you to know. So I
approach my task this morning, as you might
guess, with a bit of trepidation as though Nel-
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son is looking over my shoulder—so please
bear with me.
I will begin first by telling you that after
several years of analyzing the feedback on
this 10% topic, not just from IBC practitioners but also from conversation and email
exchanges with the general public, I have
concluded that there are probably three levels of understanding when it comes to the
subject of “Building the 10%”

Level One
Basically and foundationally our movement is all about changing the way people
think— principally from an economics
point of view. We especially teach people
how banking really works under our current
monetary policy, which unfortunately has the
masses of people in financial bondage. However, privatized banking, as best described by
Nelson Nash’s IBC, unshackles and frees us
from this form of money enslavement—literally, allowing us to secede from this corrupt system and to be able to do it peacefully— causing no one any harm or getting
entangled in political debates, but instead
providing exceptional economic benefits to
anyone that participates.
Now, while economic education is vitally
important, it’s not enough. IBC works because it helps people at their individual level
by solving their biggest problem, which is financing! So our particular message combines
both, the right kind of economic education

(Austrian economics) and the human action
of IBC. Whether you are a financial professional or a member of the general public,
both parties are incentivized to “become their
own bankers” and, more importantly, out of
that same incentive, spread the message to
others, because it truly works.
The good news is that scientific studies
already assure us of success—the success of
being able to reach a national critical mass
that will eventually create a “tipping point”
in society’s acceptance of our message, due
largely in part by our “unshakable belief ” in
our IBC solution. This is the “building of the
10%” message that I would call Level One.
My hope is that most of us in this room
would find ourselves at least here in our understanding and I truly believe most of us do
comprehend this basic interpretation.

Level Two
Level Two goes a bit further and includes
the following important principles. Test
yourself and see how much of this you understand. When people borrow money from
commercial banks they “unknowingly” become
part of the inflation problem. Inflation is a terrible menace that has been plaguing society
for centuries. Banks create inflation by simply granting loans. Additionally, their practice of fractional reserve banking on all deposits coming into their coffers is a major
contributor of creating money out of thin air,
and then, making more money on that fictitious money, while generating unsustainable

How to Secede from our Current Monetary Regime One Household at a Time

24

LMR

FEBRUARY 2019

booms in the economy (market bubbles, if
you will) that eventually must crash. Both
of these components, aided by the Federal
Reserve (the central bank), create too big to
fail financial institutions that pose systemic
risk problems to our entire financial system.
And, when the crashes finally do come they
cause untold economic hardship to millions
of people leaving them poorer and more dependent on the government than they were
before the crash. This is the way it is here
in the U.S., but the problem I have just described is worldwide.

As more people embrace IBC
and start utilizing the policy
loan feature in their insurance
contracts for their financing
needs, the more the masses of
people move their cash flows
away from the entrenched and
centralized government/Wall
Street/commercial bank connection.

Now as more people embrace IBC and start
utilizing the policy loan feature in their insurance contracts for their financing needs, the
more the masses of people move their cash
flows away from the entrenched and centralized government/Wall Street/commercial bank
connection and into the life insurance sector
where the creation of money out of nothing does not occur—it can’t. Neither do they
practice fractional reserve banking—they
can’t do that either. Thereby bringing a diminishing effect on the evils of inflation and
benefitting the entire economy. This is why
every one of us including our family members and every one of our
clients should eventually
come to understand this
deeper part of the 10%
message. And here too, I
am certain many of you
already do understand
this. If you don’t, that’s
okay; I am here to remind
you that we’re all a work
in progress here. There is
always time for improvement and the gaining of a
deeper understanding.

Level Three
Now with regards to level three, in order to
explain this one (and because of the sensitive nature of Nelson’s request), I am going
to reach back to the 16th century and rely
on some extraordinary excerpts from what
was once a lost and forgotten Freedom Doc-
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ument—a document that was discovered by
Austrian economist Murray Rothbard. It’s a
rare dissertation from an author who has become one of my literary heroes—a Frenchman, by the name of Étienne de La Boétie.
In his document entitled “The Politics of
Obedience, dated 1553,” Étienne provides the
answer to this troubling and thought provoking question: He asks: “Why do people, in
all times and in all places, obey the commands
of the government, which always constitutes a
small minority of the total population?”

when the people withdraw their support.
Doesn’t that sound like Nelson to you?
How many of us have heard Nelson say publicly, ”Just don’t do what they do,” or sometimes he’ll say, “Just don’t play their game.”

What a great question!
He continues, “this single axiom (truth)—
that we willingly give our general consent to
this small minority and allow them to continue
their despotism—is both puzzling and appalling.”
Right off the bat, Étienne should be speaking to audiences of the 21st Century! He’s
definitely gotten my attention just with the
question.
But Étienne’s summation of the question,
the answer to the question and the solution
that he offers to the question come together
with percipient insight in this small manuscript and are summarized in the following
three points.
POINT 1: The fundamental political question is—why do people obey the government?
The answer is that they tend to enslave themselves, to let themselves be governed by tyrants.
Freedom from servitude comes not from violent
action, but from the refusal to serve. Tyrants fall

Doesn’t that sound like Nelson to
you? How many of us have heard
Nelson say publicly, ”Just don’t do
what they do,” or sometimes he’ll
say, “Just don’t play their game.”
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Now point Number Two is just as intuitive.

people with an interest in maintaining tyranny.

POINT 2: Liberty is the natural condition
of the people. Servitude, however, is fostered
when people are raised in subjection. [That too
sounds like Nelson. Étienne continues:] People
are trained to adore rulers. While many eventually forget freedom—there are always some who
will never submit.

Nelson, in his own way, was conveying to
me in that phone conversation that, more
than anything else, he wants us to come to
learn how to recognize evil and the distractions that evil uses to “pull the economic wool
over our eyes.” And, he also wants us to understand, without a shadow of a doubt, that
our only chance at defeating the spread of
evil ideas is for us to outnumber them with
the spread of our own good ideas.

I would like to believe that is a description
of us—that’s why I often refer to ourselves

When was the first time you
perceived that there was
something fundamentally corrupt
about the world?

as “the remnant,” the small minority, because
that’s who we are—at least at this point.

Who Runs The World?

Now, point Number Three gets to the crux
of what I believe Nelson wants us to know
as the why of building the 10%. And, here is
what it says.

Let me ask you. When was the first time
you perceived that there was something fundamentally corrupt about the world? That
things, and here I mean, all that can be described, are not really what they appear to be.

POINT 3: If things are to change, one must
realize the extent to which the foundations of
tyranny lie in the vast networks of corrupted

For me, I was 16 years old sitting in my
high school classroom in Dallas, Texas when
over the PA system they announced that the
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President of the United States had just been
assassinated. That’s shocking to a sixteen
year-old! That one event shattered my entire
sense of reality. But get this, a few days later
I learned that the suspected killer lived in my
own neighborhood just two blocks from me,
practically in my back yard! A few days after
that I, and millions of Americans, witnessed
Harvey Oswald murdered on live national
television. Even way back then, I wondered
what had gone wrong with the world.
Fifty-five years later more than 75% of the
population of my generation does not believe the Government’s explanation. We don’t
really know who killed the President or why.
But if you follow the money trail you will
soon come to understand that vast amounts
of money are made with wars. The annals of
history are overflowing with examples such
as this. You—yourself, have experienced such
events similar to this since this particular
event in 1963. The point is that every time
these types of destructive events happen we
lose more of our freedoms. That’s why knowing these truths, as hard to handle as they
may be, gives us a deeper sense of the why
we do what we do.
Knowing this at the heart level and not
glossing over these events solidifies our
commitment and purpose to our cause because when left unchecked evil becomes
institutionalized. Nothing institutionalizes
evil more than the union between big money
and government, wherein lies earthly power.
The result is that the entire culture becomes
contaminated with every kind of dishonesty,
corruption and perversion and afterward

only a remnant barely survives.
Our job is to, not only make sure that this
small minority does not die out, but also to
get to the point where we literally outnumber them in thought. This is Level 3 and the
level of understanding regarding the building of the 10% that Nelson wants us not to
neglect.
Now, in order to access this truth we need
access to real history, not the history that has
been covered up and rewritten. But where
do we get it? How do we know if it’s accurate? It’s not easy. So, I would like to suggest
that for starters you check out Nelson Nash’s
reading list on this particular topic. He has
personally read an exhaustive list of good
history books that he endorses for our own
edification. He’s one of the best resources we
have on this important subject. And, just to
give you some frame of reference on where
all this information may eventually take you
try reading these three articles from the 2013
LMR entitled “Who Runs The World?”
(Available at: https://infinitebanking.org/
lara-murphy-report-the-greatest-hits/) to
give you a general overview. It’s also a good
place for you to begin this part of your educational journey.

Conclusion
In summary, Building the 10% is an intriguing catchphrase, but it’s not meant to be an
advertising slogan. The mission the 10%
represents has a serious sense of purpose
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The mission the 10% represents
has a serious sense of purpose
with history making potential that
everyone should know about.

with history making potential that everyone
should know about. The more each one of us
gains a fuller comprehension of the composite of these three levels the more traction we
get to spur on our growth. All three levels
of understanding make up the whole of the
why of our movement.
In closing let me just read you one of the
saddest and sobering comments in Étienne’s
dissertation: He says, “Because of the danger
these educated people represent, tyrants often
attempt to suppress education in their realms,
and in that way those who have preserved their
love of freedom, still remain ineffective because
however numerous they may be, they are not
known to one another; under the tyrant they
have lost freedom of action, of speech, and almost of thought; they are alone in their aspiration, waiting for heroic leaders to arise who will
not fail to deliver them from evil hands.”
I am wondering this morning if you dare
to envision yourself and our membership as
possibly being those heroic leaders? Or does
this entire ten percent mission strike you as

being impossible?
One thing is certain, we are not meant to
do this alone. Two are always better than one.
If one of us falls our IBC friend can lift us
up. Imagine walking with locked arms toward someone that’s bent on causing you
harm. Do you feel the strength walking with
someone by your side? No, we’re not meant
to do this alone.
Now in your minds eye picture your hands
taking three individual cords and braiding
them together to make a rope. Now, (in your
imagination) pull on this rope. Do you feel
the tension, the strength? Now take just one
more moment to reflect on the power of the
multiples in these examples—in caring and being cared for. This is how we will grow. We
will grow together, knowing each other, and
enjoying immense economic benefits every
step of the way toward the 10%.
Thank you! And have a great Think Tank!
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Lara-Murphy Report: How did you discover Austrian economics?
Carmen Dorobăț: By accident, to be perfectly honest! I believe that has
happened to most Austrian economists I know. I was planning on changing
my major from Economics in my second year, as I didn’t find the material
stimulating or interesting. On my way out, as it were, I attended an elective
class taught by Vlad Topan, the president of the Ludwig von Mises Institute Romania. Vlad introduced me to Mises and Rothbard and I found
that economics not only made sense, but that I enjoyed it tremendously.
And it has slowly grown from there, first through the mentorship of Vlad
during my masters studies, then of Professors Joseph Salerno and Guido
Hülsmann during my PhD, and of course through the great privilege of
being a research fellow of the Mises Institute, which has become my intellectual alma matter. I put it all down to serendipity, really.
LMR: You grew up in Romania. Given your age, it was admittedly after the
Cold War had officially ended, but were there vestiges of communism that
you can remember?
CD: I was only one and a half years old when Ceausescu’s regime col-

“In a way, Romania has never really abandoned its
socialist vestiges, but merely disguised them as
democracy—and in a way, that is true of a lot of
government policies everywhere.”
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lapsed, but my parents, particularly my father, have always made me aware,
growing up, of the harsh times and privations they went through when
they were young. My father remains an outspoken critic of communism
and socialism, and of its present vestiges, as you say. I think the latter can
be divided into two categories, from what I can tell looking back at the 50
years of communism Romania had experienced through the lens of Mises’s
political economy.
On the one hand, the rather violent revolution of 1989 in Bucharest that
toppled Ceausescu’s reign only removed the head of a state that was by no
means a “personal” state, but rather a very deeply entrenched state apparatus. This apparatus, made up of corrupt politicians and socialist ideologues,
was barely shaken in 1989, and it has continued to survive over the last 30
years in Romania. I find it is now even thriving in a democratic context. In
a way, Romania has never really abandoned its socialist vestiges, but merely
disguised them as democracy—and in a way, that is true of a lot of government policies everywhere.
On the other hand, speaking of deeply entrenched
“But all this underscores to me just how right Mises
ideas, the Romanian market
is when he talks about the power of ideas, and
environment is still plagued
particularly of bad ideas.”
by a strong anti-capitalist
mentality, where words like
“profiteers,” “speculators,”
and “tycoons” are too often used to vilify ordinary businesses and businesspeople. I would attribute it mainly to the decades of communism where you
are taught, as a people, to distrust anyone claiming to do you any good—so
of course the natural conclusion is that capitalists are out to exploit you
rather than collaborate with you or help you. The social, integrative nature
of the market is more lost on Romanians than anywhere else I’ve been—
though again, it is hardly thriving as an ideal elsewhere in the world.
I don’t know if Romania will ever shake off these remnants of communism. I like to hope it will. But all this underscores to me just how right
Mises is when he talks about the power of ideas, and particularly of bad
ideas. The only way to get rid of bad economic policies and the anti-free
market mentality is to root these bad ideas out. But that’s easier said than
done!
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LMR: One of your research specialties is the history of economic thought.
Many economists nowadays dismiss this as a hobby, akin to stamp collecting. After all—so the “modern” thinking goes—people who go to MIT to
learn physics don’t waste their time studying the actual writings of Isaac
Newton. So why should today’s economists waste time reading the work of
Carl Menger, let alone David Hume or Richard Cantillon?
CD: Because it is not a waste of time at all. What attracted me in the first
place to the history of economic thought was the fact that it greatly helped
me better understand modern theories, their development, and of course
their shortcomings. Sometimes,
reading recently published papers
from the mainstream can make
you feel as if you are reading about
someone re-inventing the wheel.

“What attracted me in the first place to the history
of economic thought was the fact that it greatly
helped me better understand modern theories, their
development, and of course their shortcomings.”

I recently came across an NBER
paper claiming to discover a great,
previously unknown effect of monetary policy: an unequal impact on
firms’ wealth and capital structure
depending on their sources of finance. And it is all a rather clumsy
approximation of an insight otherwise easily deduced from Cantillon’s description of the uneven effects on prices of an increase in the money supply, only applied to modern financial markets. A well-researched, data-rich
paper, but that otherwise explains nothing new; in other words, not a new
contribution to economic theory at all. In this case, this is what I see as the
true waste of time—while reading Cantillon and Hume would have actually been beneficial.
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The other aspect of this is that all the drawbacks of the current hyperspecialization of economic science—where each sub-field carries out its
work in its own little theoretical box, as it were—can be overcome by being
at least conversant with the history of economic thought. Looking at economic science in its historical development, seeing the filliations of ideas
(good and bad) can make you better understand the connections between
these sub-fields and between the models and policies they endorse, and
often provides a new perspective that is like a breath of fresh air on the

“Mises’s approach to comparative advantage—
or rather, what he calls the law of association—
is different from the modern mainstream
understanding precisely because Mises
developed his system of economic theorizing as
a unified whole.”

stale, overused models modern economics relies on. Otherwise, economists
are bound to just let high-level math drive their economic conclusions, and
that makes their work, and maybe even the science as a whole, irrelevant to
the real world.
LMR: When you teach international trade, you actually incorporate monetary calculation—a quintessentially Misesian insight—in the discussion
of comparative advantage. This departs from the textbook approach. Can
you explain for our readers?
CD: Mises’s approach to comparative advantage—or rather, what he calls
the law of association—is different from the modern mainstream understanding precisely because Mises developed his system of economic theorizing as a unified whole. One of his key insights here—which, speaking of
the history of economic of thought, was overlooked by the British classical
economists like Smith and Ricardo, but understood by the French liberal
economists of the school of Say and Bastiat—was that there is no difference in nature between domestic trade and international trade. There is
only a difference in the data, but not in kind.
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Mises then showed that monetary calculation makes economic planning
possible by making alternative production processes commensurable and
comparable with each other. In using monetary calculation, entrepreneurs
can use the profit and loss test to figure out which of the alternative production processes available will be most efficiently satisfying future consumer
needs at the anticipated future prices in future exchanges. This is true of
any market, whether it is contained or stretches across national borders.
All this then has two key implications. First, comparative advantage explains why people trade within and across national borders, in other words
why people form economic bonds through exchange: because specialization
in production and trade greatly increase output and productivity. Second,
specialization in production, in any economy, requires economic planning,
thus entrepreneurial judgment and monetary calculation. Thus, comparative advantage and monetary calculation must be intrinsically linked. In
the market, the ones driving specialization and trade, allocating resources

“In the market, the ones driving specialization
and trade, allocating resources in such a way
as to increase output and productivity, are the
capitalists and the entrepreneurs, aided by the tool
of monetary calculation.”
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in such a way as to increase output and productivity, are the capitalists and
the entrepreneurs, aided by the tool of monetary calculation. Thus, they
calculate and judge what a firms’ comparative advantage may be, what line
of specialization it ought to pursue. The two, monetary calculation and the
discovery of comparative advantage, are in fact sides of the same coin, accomplished at the same time in real-world markets.
This sort of insight is really rather simple and straightforward when you
read Mises and are, as I was saying previously, conversant with elements
of the history of economic thought, like the contributions of the French
Liberal School or the socialist calculation debate. But when, on the contrary, you work on international trade in a separate box, where for the sake
of mathematical efficiency models remain barter models instead of incorporating a monetary unit, the same insight becomes almost impossible to
grasp.
LMR: Finally, you spent time studying in the United States (at the Mises
Institute) but are now stationed in the UK, and of course you grew up in
Romania. For our American-bound readers, what are some of the things
they might be missing in their economic outlook due to their focus on the
Federal Reserve and U.S. politics?
CD: The things one can miss are similar to those overlooked by not taking into account the history of ideas that we discussed before, so not being
aware of policies than have been tried and failed not only in the same country in the past, but in other countries, some time ago or at present.
For instance, in the current debate between the private and public healthcare camps you can often hear praise of the alleged ‘enlightened’ Western
economies and their greatly performing systems of socialized medicine. If
you look a little closer, however, you can very easily discover that what these
latter systems actually do is consume capital. It has happened in China,
Russia, North Korea, Romania, Ukraine, and so on, and it is now happening in Canada and in the UK. The British healthcare system used to operate
much better 10 years ago than it does today, and we wonder what has gone
wrong. The answer is simple: since it has been created, socialized healthcare
has consumed and wasted capital, and not replaced it effectively because, as
a socialized system, it cannot calculate and efficiently allocate its resources.
So it should come as no surprise that things have gotten worse, and will
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continue to get worse. It unfolded the exact same way on all the countries
we mentioned before, and countless others that have tried it.
This turn of events should be even less surprising when you compare how
socialism failed everywhere it has been tried. It is not a mere coincidence
than in all former USSR countries, socialist experiments have ended with
enormous queues and shortages of basic amenities, as it is now happening
in Venezuela, and it is not unrelated that socialized healthcare systems come
with increasing waiting times and lack of adequate medical equipment and
professionals. These are not
just independently badly
managed economic systems,
“It is not a mere coincidence than in all former
the problem lies with the
USSR countries, socialist experiments have ended
system itself and the way it
with enormous queues and shortages of basic
amenities...”
cannot rationally allocate
resources as markets can.
If you focus on only one
system and only one country, you may think the problem lies with one
administration or other, with a particular level of corruption or incompetence. Or you may falsely believe things are going well because in your
country you have not yet experienced these same symptoms. But the U.S.
Federal Reserve policies have not been disastrous because the past Fed
chairmen have been incompetent—albeit that has had a role too!—but
because of what the Federal Reserve, and any other central bank in the
world do though their policies, i.e. create malinvestments and financial crises. Equally, the “bad” don’t rise to the top only in U.S. politics, they do so
everywhere, because that is in the nature of the political system.
I think then that while the history of ideas can greatly deepen and detail
one’s understanding of economic theory and economic policy, a good grasp
of world economic history can likewise expand our understanding of how
policies and economic systems have been applied in the past and of why
they have failed or succeeded. One works to expand your understanding of
the world in depth, the other in breadth.

Note: The economists and financial professionals interviewed in the LMR are given the
freedom to express their views, without necessarily implying endorsement from the editors.
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