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Bring a Privatized Banking 
Seminar to your city.

3 Speaker / Authors from the 
Austrian School of Economics

L. Carlos Lara
Robert P. Murphy, Ph.D.
 Paul A. Cleveland, Ph.D.

3 Dynamic, Informative, Inspirational
and Educational Hours

Inquire directly with Carlos Lara 615-482-1793, 
or Robert P. Murphy 212-748-9095, 

or e-mail us at info@usatrustonline.com

Present the powerful combination of 

Austrian Economics, 

The Sound Money Solution 

& The Infinite Banking Concept 

to your Special Group

• Demystifies Fractional Reserve Banking     
• Learn how you can personally secede from 
our crumbling monetary regime and improve 
your financial future.  
• Sound economic reasoning with a sound 
private strategy to direct the individual 
toward the escape exit.  
• Learn the warning signs of a coming crash 
and the steps you need to take to avoid them.
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As we mature we learn that we are living in a world 
vastly different than early formed visions. Carlos adds a 
perspective worth comparing to ours. BY L. CARLOS LARA 

the Federal Budget crisis is 
Worse than You think

To them this is all a numbers game with nothing to lose.  
Well, we are losing. BIG.   BY DR. ROBERT P. MURPHY
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the silver lining

intervieW  With peter “mac” mccandless 
radio host - “the peter mac shoW”

Ever wonder what would happen if you seriously 
challenged the Government with alternative 
payment method?  Now you can know.

events & engagements
You may want to learn more in person from Lara, 
Murphy, and other Austrian economists.  Here 
is where they will be in the coming months.
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April 2011 - Although the path to a prosperous future is 

rife with disappointment and despair, and though that 

path is dim and hard to navigate, we must press on!
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A BO U T  L A R A
&  M U R P H Y

L. CarLos Lara manages a consulting firm 
specializing in corporate 
trust services, business 
consulting and debtor-
creditor relations.  
The firm’s primary 
service is working with  
companies in financial 
crisis.  Serving business 
clients nationwide over a 
period of three decades, 
these engagements have 
involved companies in 
most major industries 

including, manufacturing, distribution and retail.  Lara 
incorporated his consulting company in 1976 and is 
headquartered in Nashville, Tennessee.

He married Anne H. Browning in 1970.  
Together they have three children and five 
grandchildren.

Dr. robert P. “bob” MurPhy received his Ph.D. 
in economics from New 
York University.  After 
teaching for three years at 
Hillsdale College, Murphy 
left academia to work for 
Arthur Laffer’s investment 
firm.  Murphy now 
runs his own consulting 
business and maintains 
an economics blog at 
ConsultingByRPM.com.  
He is the author of several 
economics books for the 
layperson, including The 

Politically Incorrect Guide to the Great Depression and the 
New Deal (Regnery, 2009).  

Murphy is an adjunct scholar with the Ludwig 
von Mises Institute.  He lives in Nashville, Tennessee 
with his wife and son.



A P R I L  2 0 1 1  L M R 3“It is the masses that determine the course of history, but its initial movement must start with the individual.”
- How Privatized Banking 
Really Works

Lara-Murphy report

April 2011

Dear Readers,

“It’s all so hugely overwhelming and seems hopeless…too big to fix. In fact, just how would one go about changing such a 
monstrous problem? When life is short and the moment of victory so far in the future, why even bother? What is the point of 
even trying? There is no place left on this planet for an escape!” 

This is what many Americans are saying today after three years of the worst financial crisis in history. They are scared 
and they should be. We face a true emergency. More than ever before, average Americans are taking an interest in 
economic affairs and demanding answers. We need to respond by informing them that only the Austrians School of 
Economics has been able to explain with complete accuracy the causes and effects of government mandated paper 
money and banking systems. Ignoring the Austrians is what got us into this mess; therefore heeding what they say 
can lead us out. 

The task before us is possible. The long-term Austrian solution is to return money and banking to the competitive 
private sector, out of the grasp of politicians and bailed-out big bankers. The United States has had central banks 
before the Federal Reserve and they were allowed to die. This actually occurred during the administration of President 
Andrew Jackson. Furthermore, President Jackson paid off the entire national debt! Two heroic accomplishments, 
which have never been duplicated, but prove that it can be done. 

We must step-up our efforts to spread the message and build the 10% as fast as we can — keeping always in mind 
that if change does not occur here in this country, a country where change is still possible, it will never change. If we 
do not step forward to foster this change, no one will.

“When Elijah complained that the people had forsaken the Covenant, thrown down the altars, slain the prophets, and that 
only he was left, the Lord rebuked him with the reminder that there were yet ‘left seven thousand in Israel, all the knees which 
have not bowed to Baal.’  This is the word of hope. There remain always a Remnant who are bearers of the word and doers of 
the deed. If the message is sent to them in simplicity and sincerity, it will not return empty.”

Yours very truly,

Carlos and Bob
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FDIC Rule-Change Highlights Our Insidious System. In early April, the Federal Deposit Insurance 
Corporation (FDIC) imposed new fees on banks that had been borrowing in the overnight federal funds market 
and then parking the reserves at the Fed. Specifically, many banks would borrow from mortgage giants Fannie 
Mae and Freddie Mac at around 10 – 15 basis points (i.e. 0.10 – 0.15%) and then deposit the reserves at the 
Fed, which is paying 0.25 basis points in interest. FDIC itself is broke because of massive bank failures in the 
last few years, and has already charged several years’ of premiums upfront in order to replenish its deposit fund. 
Its officials presumably saw the risk-free money being created by the Fed and handed over to the banks, and 
decided the FDIC should get a piece of the action. Analyst Robert Wenzel notes that beyond underscoring the 
privileged position of banks under the Federal Reserve cartel, the rule-change may cause the $1 trillion-plus in 
excess reserves to start flowing into new bank loans, rather than staying bottled up at the Fed. We will watch 
the numbers closely, but this is yet another crack in the dam holding back the inflationary flood that we think is 
eventually coming.

N
ew

 FD
IC

 Rule

Even S&P Has Stopped Believing the Government’s Hype. One of the big financial stories of April was 
S&P’s announcement on Uncle Sam’s bleak future. Although S&P maintained the federal government’s AAA 
debt rating, it changed the future outlook from “stable” to “negative,” citing the U.S. government’s relatively large 
budget deficits compared to other AAA-rated governments. It’s true, the ratings agencies (S&P, Moody’s, and 
Fitch) were all asleep at the wheel when they were giving AAA ratings to mortgage-backed securities and other 
derivatives during the housing bubble years, so their views should be taken with a grain of salt. But we are of the 
opinion that the underlying fiscal situation must be really bad, if even S&P is admitting it may have to eventually 
downgrade Uncle Sam’s rating.

Thin Sm
okescreen

Fed Economist Admits (Sort of ) Solvency an Issue.  In the February 2011 issue of the Lara-Murphy Report, we 
explained that the Fed’s obscure accounting rule change may have been a defensive move put in place to shield 
the central bank from being insolvent if interest rates spiked. (The Fed is holding an enormous amount of long-
duration fixed-income assets, the market value of which would plummet if interest rates rose significantly.) In an 
April 11 essay, San Francisco Fed economist Glenn D. Rudebusch matter-of-factly says that if short-term interest 
rose to 7 percent, the Fed’s interest income from its assets could be entirely offset by the higher interest expenses 
paid (which is a different mechanism from capital losses). But even in this scenario—which Rudebusch assures us 
is unlikely—“the Fed’s capital base would be maintained by letting remittances to the Treasury fall to zero. In the 
most extreme case, future remittances would also be reduced (and recorded as a change in deferred credit), but the 
Fed’s capital base and financial position still would remain completely secure.” This is exactly what we conjectured 
back in February—and a bunch of people said we were conspiracy theorists.

LM
R

 Said It!

No Wonder Bernanke Doesn’t Want an Audit. As they say, “You can’t make this stuff up.” The April 28 issue 
of magazine Rolling Stone has an article called “The Real Housewives of Wall Street” explaining some of the 
jaw-dropping outrages in the Fed’s recent data dump of its transactions. (The Fed had been forced, kicking and 
screaming, to hand over the details of its operations since the crisis, which it apparently didn’t want the public 
discovering.) Although peanuts in the grand scheme, the operations receiving the most howling involve $220 
million in loans made through the Term Asset Loan Facility (TALF), part of the “emergency” bailout measures 
implemented by the Fed. The funny thing is, these particular loans seem designed to have generated millions in 
low-risk income for the wives of John Mack (chairman of Morgan Stanley) and Peter Karches, the now-deceased 
former head of Morgan Stanley’s investment banking division. Folks, put aside the academic arguments for the 
central bank and its need to inject “liquidity” in times of crisis: In the real world, if we hand a printing press over 
to the politicians and big bankers, they are going to use it to enrich their rich friends, while the rest of us are stuck 
holding depreciating dollar bills. It’s just that simple.

W
ives M

ake W
aves
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AMERICA THE BEAUTIFUL?

B Y  L .  C A R L O S  L A R A
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AMERICA THE BEAUTIFUL? AMERICA THE BEAUTIFUL?

the difficulty of the decision my 
parents made. At the time, they 
were in their early thirties with 
three small children, of which I 
was the oldest. Neither of them 
spoke English and they only had 
letters of recommendation for 
employment in the United States, 
but no firm commitments. Years 
later, I recall asking my parents 
what precipitated such a risky 
adventure; why were they willing 
to uproot their young family 
with a move to a country they 
knew so little about? They gave 
me two reasons. The first was 
quite obvious—it was the hope 
of an improved economic future. 
But the second most important 
reason for the move was to escape 
Mexico’s corrupt government. My 
mother and father emphasized 
this to 

I was six years old when my 
parents moved our family from 
Monterrey, Mexico to the United 
States. Becoming a naturalized 
United States citizen took the 
better part of three years. The 
monetary cost was expensive and 
it involved an extensive amount 
of paperwork. Even then, as it is 
today, many Mexicans in search 
of better economic opportunities 
simply opted to cross the border 
illegally. My parents chose to 
do it the right way. After a 
considerable time and expense 
they successfully became legal U. 
S. residents in 1953 and settled 
in a small town in Texas called 
Dallas. Within seven days of 
our arrival my father established 
a small retail establishment and 
opened its doors to the public. 
This little business, which was 
little more than a small general 

store, supported the family for the 
next four years. To this day I still 
marvel at this accomplishment. 
My father went on to become a 
licensed insurance agent in 1958 
and retired from the insurance 
business 40 years later. Although 
it was not done perfectly, my 
parents managed to raise their 
family in a foreign land while 
battling cultural differences and 
language barriers. In my view, my 
parents had no serious regrets 
about having moved here. In 
the end, America proved to be 
exactly what they dreamed it 
would be and they said so many 
times over. They both passed 
away in 2006, but until their final 
days, America remained the land 
of freedom and opportunity.

Even so, I often reflect on 

Photo from Flickr by: leoncillo sabino
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me several times during my 
growing up years. I have come 
to appreciate what a major factor 
that really was in their decision-
making.  Much later, I realized 
that I had misjudged my parents 
on what they actually knew 
about America and of their keen 
interest in it. They knew what 
the rest of the world of that 
time knew about the United 
States: America was the land of 
opportunity. They, like so many 
others outside its borders, wanted 
the “American Dream.” 

The land of OZ

I remember vividly the day 
of our departure. It was a day 
filled with mixed feelings and 
emotions, not only for me, but 
all members of my family.  I 
recall that the house I was born 
in had been completely emptied.  
All the furniture and accessories 
were gone. I amused myself with 
the echoes of my voice resonating 
against the empty walls as my 
parents packed up the last of our 
belongings. They had either given 
away, or sold everything they 
owned. The clothes we were all 

wearing, plus a few suitcases, were 
all we were taking with us. There 
is also the memory of all the tears 
of sadness as our relatives and 
grandparents came to say good-
bye at the bus station. When the 
bus pulled out of the terminal 
I remember seeing my mother 
and father embrace each other in 
what could only have been a sign 
of their own sadness, fear and 
excitement about what lay ahead. 

The drive from Monterrey 
to the Texas border was only three 
hours long, but my impatience 
as a six-year-old made it seem 



A P R I L  2 0 1 1  L M R 9

AMERICA THE BEAUTIFUL? AMERICA THE BEAUTIFUL?

much longer. I remember our 
reaching the border crossing at 
lunchtime. Suddenly, the world 
changed right before my eyes! 
We stepped off the one bus 
we had been traveling in and 
boarded what I thought was 
a space ship. Never had I seen 
such luxury and comfort. This 
may sound crazy, but when you 
have just left a country that 
had very few automobiles, and 
the bus we had been traveling 
in for three hours was akin to a 
sweltering school bus, a 1950s 
Greyhound Bus seemed like a 
futuristic space craft! Not only 
was it air conditioned, but it 
also had oversized windows 
that allowed me to see the 
landscape as it cruised down the 
road. I absolutely loved it and 
was as completely mesmerized 
as a child could possibly be. 
Everyone around me had my 
complete bewildered attention 
because they were all speaking a 
language I could not understand. 
Any fears I may have had were 
quickly dismissed by the smiles 
on people’s faces. Americans, 
it seemed, were happy, friendly 
people and I took to them 
immediately. 

There was another great 
surprise that I experienced after 
crossing the border that I don’t 
want to forget mentioning. I saw 
my first African American! This 
really got my attention and I 
cannot emphasize enough what 
an amazing experience this was 
for me. Sitting on a bench at 
the bus station, a young African 
American mother and her 
toddler were eating their lunch. I 

was so taken by what I saw that 
I could not resist touching that 
child’s hair and playing with it 
until my mother finally pulled 
me away for fear I would annoy 
them. Never before had I seen, 
or touched such hair texture, or 
looked upon features that were so 
uniquely different. To my young 
eyes, America was a strange, but 
wonderful land. 

As the bus rolled on I 
wondered what new surprises 
were in store. Since we were 
seated near the front of the bus, 
the driver and I had struck up a 
conversation using sign language. 
He did not fail to point out sights 
of interest as we past them on the 
road. Whether it was catching 
a glimpse of a Texas longhorn 
along the countryside, or pointing 
out the buzzards surrounding a 
road kill, I remained enthralled 
throughout the entire trip. As 
the sun began to set, all of these 

exciting moments eventually 
took their toll and I fell asleep 
exhausted in the comfort of the 
reclining seats. When I awoke it 
was three o’clock in the morning. 
The bus was dark and everyone 
was asleep. Looking through 
the front windshield of the bus 
I began staring at the horizon. 
In the far distance I saw the 
most dazzling sight.  I can only 
compare it to a child’s first view 
of Disneyworld. The excitement 
took my breath away and I woke 
up my parents so they could see 
my discovery. Atop the tallest 
building of the Dallas skyline was 
Pegasus, the winged horse, which 
was then the logo image of the 
Texaco Oil Refining Company. 
It was shiny, lit bright red, a sort 
of pinnacle amidst the glitter 
of the city lights. I remember 
whispering to myself, “Wow, 
America is beautiful!” 
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Innocence Lost

This was the United States 
through the eyes of a six year-
old Mexican child. Looking 
back on it now, I can see that I 
arrived into the United States at 
a unique time in history, only a 
few short years after World War 
II. The country was still flush 
with pride over having won the 
war. Society’s energy had been 
diverted from fighting overseas 
and directed towards raising 
families. Millions of new babies 
were born during this time and 
I joined their ranks of the baby-
boom generation.  History tells 
us that our nation was wealthy 
during this period. It had a huge 
stockpile of gold reserves in its 
possession and the U.S. dollar 

had become the international 
benchmark for all other foreign 
currencies. Plus, America had 
become a super power. Optimism 
carried over into the very fabric of 
society. Building and expansion 
was going on everywhere. The 
economy was booming. 

The veneer began to crack 
and peel first, then it came off. 

I can’t remember exactly 
when I first noticed that 
the public water fountains, 
public restrooms and public 
transportation systems all had 
segregation signs. Obviously, 
there were racial tensions that had 
been brewing in this country for 
a long time. It wasn’t long before 
these pressures erupted in a blaze 

of racial conflict that killed and 
injured many.  For the next ten 
years, life in the United States 
took on a strange combination 
of increasing unrest combined 
with great social and economic 
achievements. Communism 
and the intensification of the 
Cold War in the 60s generated 
new fears of the possibility of 
another World War. At school 
we practiced safety drills at least 
once a week in case of a nuclear 
war attack from the Soviet 
Union. Then in 1963 we all 
received a harsh dose of reality; 
the President of the United 
States was assassinated.

By 1965, the year I 
graduated from high school, my 
view of America had already 
changed dramatically from the 

Photo from Flickr by: swanksalot
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day of that bus ride back in 
1953. But, it was not just my 
perspective that had changed; the 
face of America had actually been 
altered. The mood of the public 
was changing rapidly, evidenced 
in the way people interacted with 
one another. Yes, we had Presley, 
Rock n Roll and the Beatles, 
which represented the lighter side 
of life, but there was a growing 
undercurrent of apprehension 
that ran throughout all of society. 
That year the Vietnam conflict 
escalated and plunged the 
country back into a serious war. 
At age 18 every U.S. male had to 
register for the draft. If you were 
not in school you were sent off to 
war whether you wanted to go or 
not. These government demands 
and the mounting war casualties 
ignited tensions on college 
campuses. Disturbances broke 

out regularly and civil unrest 
became more commonplace. 
In 1968 Martin Luther King, 
the leader of the civil rights 
movement, was murdered. Two 
months later presidential hopeful, 
Bobby Kennedy, was also shot 
and killed. The following year, for 
the first time in human history, a 
man walked on the moon.

Perception vs. Reality

This kaleidoscope of 
personal events, as seen through 
the lenses of hindsight, helps 
remind me of an unforgettable 
truth. Nothing is as it appears.  
There is perception and then there 
is reality. These statements mean 
that there are hidden activities 
going on in the world that only 

through maturity, knowledge and 
experience will become visible 
and clear.  Exactly how this 
happens is somewhat of a mystery 
because many of us are never able 
to see them.  The truth is that we 
do not all experience the same 
things at the same time, nor is 
our response to these experiences 
the same. What is certain is that 
through no choice of our own, 
we are all born into a particular 
family and into a world that has 
been marching forward along 
the track of time for centuries. 
Its path is certain. The path may 
turn this way, or that way, as it 
is steered by individual human 
actions, but its natural course is 
always advancing forward in time. 
In our adolescent years, we are 
simply carried along this path not 
really comprehending how all the 
human events that we experience 

Photo from Flickr by: swanksalot
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fit together. These events come 
and go, some are mundane while 
others are horrific and tragic, but 
all of them count in molding our 
maturity. 

The forty year olds of today 
were mere babes when any of the 
events that I have written about 
occurred, but theses events are no 
greater or lesser in comparison 
to the events that occurred in 
their own adolescent years.  
Who, for instance, can seriously 
contest that the surrealistic 9/11 
catastrophes were more or less 
traumatic on a child than the 
assassination of a President? 
The same holds true for a ninety 
year old comparing the Great 
Depression in his adolescent years 
to a fifteen year old experiencing 
our current financial crisis. The 

only thing that is relevant in the 
case we are making here is that 
there is a lag in understanding 
of how the world works as one 
moves from the adolescent years 
into maturity. The hope is that we 
are maturing not only in age, but 
also in wisdom so that our future 
actions will change the world for 
the better. 

It rarely occurs to many 
grown individuals that there 
are certain institutions that 
have been on this planet long 
before their own births. Some 
of these have been around since 
the dawn of mankind. These 
institutions are also marching 
along the very same track of time 
as we are and have done so for 
centuries. Government is one 
such institution. There are also 

Money and Banking. But, there 
are countless others. Many times 
these institutions, guided by 
men, are responsible for the very 
tragedies we experience in life, but 
that connection can remain hidden 
from society for generations. Not 
until the individual has matured 
with the understanding we speak 
of is he able to see the covert 
operations beneath the surface. 
These institutions have a nature 
of their own and it behooves us 
to understand them as soon as 
possible for until then we remain 
ignorant of how they can either 
dominate and destroy us, or help 
set us free. 

America the beautiful, home 
of the free… Was this ever true?
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Fund Your Own
Bailout.

If you don’t like giving large sums of money to banks and mortgage companies to finance your cars, homes, boats, capital 
expenditures for business needs or any thing else you need to finance, then you are going to really like this alternative.  The 
rebirth of P r i vat i z e d  B a n k i n g is underway.  You can take advantage of the years of experience that these three authors in these two 
books are offering you.  Go to: www.usatrustonline.com click: store  and look for both of these books among the other fine books.
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THE FEDERAL BUDGET CRISIS
IS WORSE THAN YOU THINK

BY DR. ROBeRt P. MuRPhY
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On April 18 Standard 
and Poor’s (S&P) downgraded 
its outlook on the U.S. federal 
government’s debt from “stable” 
to “negative.” To be sure, Uncle 
Sam still retains his AAA rating 
(the highest possible) for now, but 
the point is that S&P is preparing 
its clients for the possibility that 
the AAA rating will be lost over 
the next few years. 

The specific reasons S&P 
gave for the pessimistic outlook 
were that (a) the U.S. government 
is running a much larger deficit 
(as a share of the economy) than 

other governments currently 
enjoying a AAA rating, and (b) 
there was no credible plan in 
place for getting the deficit under 
control.

In the present article I want 
to explain that the shenanigans in 
Washington over the budget are 
not going to give us a solution. 
To say this isn’t even to blame the 
personalities involved (though 
of course they must realize what 
they are doing). As clichéd as 
it may sound, “the system” is 
really rigged to keep the deficits 
rolling. To prove my point, let 

me contrast the media coverage 
of the various budgetary debates 
with the reality. 

“Historic” Cuts In

This Year’s Spending?

The smashing Republican 
victories last November came 
with a promise in their “Pledge 
to America” that the incoming 
budget hawks would slash 
spending this year by $100 billion, 
returning spending to pre-bailout 
and pre-stimulus levels.

Once comfy in their new 
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seats of power, the Republicans 
changed the plan: Since the fiscal 
year in Washington runs from 
October 1 through September 
30, and since the Republican 
majority only took power in 
January, they were going to pro-
rate their promise. Now they were 
only promising to cut $50 - $60 
billion from this year’s spending.
(1.) 

In wrangling with Harry 
Reid and President Obama, 
House Speaker Boehner 
compromised yet again on 
spending cuts for this year of $38 
billion. The deal was touted as an 

“historic” one for such sharp cuts, 
which did indeed seem to be a 
significant (if still too timid) step 
in the right direction.

Alas, the Congressional 
Budget Office soon came out 
with its own scoring of the deal, 
and declared that in this fiscal 
year (ending September 30) it 
would save not $38 billion, but 
more like $352 million (yes with 
an “m”). Furthermore, additional 
funding for military operations 
would actually increase total 
federal spending by $3.3 billion 
relative to the spending levels 
prevailing before the deal.(2.)

To repeat, the Republican 
campaign pledge to shave $100 
billion in spending this year, 
has morphed into an increase of 
more than $3 billion in spending. 
And yet the “Pledge to America” 
website would have you believe 
that the Republicans’ promises 
to slash spending were being 
fulfilled.(3.)

A Dime’s Worth Of Difference?

If we relied on the 
mainstream media coverage, as 
well as the typical punditry, we 
would believe that a great battle 
for the future of America is taking 

Photo from Flickr by: House GOP Leader
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place in Washington. On one side 
we have President Obama and 
the Senate Democrats, who want 
to achieve long-term fiscal health 
by raising taxes on the rich while 
preserving the commitments 
made during the New Deal.

On the other side—again, 
according to the conventional 
analysis—we have Paul Ryan 
and the Tea Party-backed House 
Republicans, who are much more 
intent on reining in the federal 
deficits. They would couple tax 
cuts with very large spending 
cuts, fundamentally altering the 
nature of Medicare and other so-
called entitlement programs.

I don’t want to deny that 
there are differences between the 
two visions. What I am saying is 
that neither scheme even comes 
close to addressing the federal 
budget crisis.

Obama’s Plan: Deficits

We Should Believe In

Most readers of the 
LMR probably don’t need to 
be convinced that President 
Obama’s long-term budget 
forecast piles on far too much 
debt. But let’s briefly spell out the 
specifics:

According to the 
Congressional Budget Office’s 
analysis, the White House’s 
budget plan would double the 
federal debt held by the public 
from its current level of $10.4 
trillion to a whopping $20.8 
trillion by the end of the year 
2021. In other words, it has taken 
about 222 years from George 
Washington’s first oath of office 
to accumulate the first $10.4 
trillion in federal debt, while 
the Obama plan would add the 
second $10.4 trillion in just ten 
years.(4.)

One doesn’t have to be 
too much of a cynic to see the 
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problem with those numbers. 

Unfortunately, conservative 
Republicans are fooling 
themselves if they think “their 
man” Paul Ryan is here to save 
the day. As we will see, using 
his own numbers the Ryan plan 
is hardly urgent enough to get 
federal deficits under control.

Ryan’s Plan Not 

Aggressive Enough

To hear the pundits and 
Republican legislators describe it, 

Paul Ryan’s proposal is the path 
to economic salvation, leading 
America out of the big-spending 
hole into which it’s fallen. 

It’s true, compared to 
President Obama’s proposals, 
Ryan’s plan does indeed run 
lower deficits year after year, and 
in that sense it “saves” trillions of 
dollars over a few decades.

Yet this is hardly good 
enough. After all, as we just 
demonstrated in the previous 
section, President Obama’s 
spending ideas are nuts. Paul 

Ryan’s plan is like giving the 
Titanic a dozen more life jackets 
before it departed on its maiden 
voyage. Sure, it’s better than 
nothing, but it’s not going to 
avert catastrophe.

To see why, we don’t even 
need to consult the critics of Ryan. 
We can quote his own charts and 
discussion. The attached Figure 1 
comes directly from Ryan’s “The 
Path to Prosperity.”(5.)

As the diagram indicates, 
the federal deficit doesn’t actually 
cross the 0% line until the late 
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Fig. 1
SOURCE: FIGURE 9 FROM PAUL RYAN’S “PATH TO PROSPERITY”

Fig. 2
SOURCE: TABLE S-1 OF “PATH TO PROSPERITY”
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2030s. To make sure there’s no 
confusion, here is the Ryan plan 
itself describing things:

“According to the Congressional 
Budget Office, this budget charts a 
path to complete balance. By 2040, 
the CBO estimates that this budget 
will produce annual surpluses and 
begin paying down the national 
debt.” (p. 57)

Let me make sure everyone 
catches that: The Paul Ryan 
plan, on its own forecast, calls 
for running federal deficits for 
the next three decades. The Ryan 
plan doesn’t actually count on 
balancing the budget and running 
surpluses until the year 2040.

Even in the short term, 

things are bleak—though 
admittedly better than under 
Obama’s plan. Consider Figure 
2, which reproduces Table S-1 
(p. 62) from the Ryan plan’s 
appendix.

The table shows that the 
Ryan plan calls for adding $5.1 
trillion to the federal debt held by 
the public in its first ten years of 
implementation. And this is the 
radical budget-slashing plan?!

CONCLUSION

I was one of the speakers at 
the April 15, 2010 Tea Party rally 
in Cincinnati. I kept my remarks 
to the crowd in Fifth Third 
stadium very brief: I explained 
that we were by no means in a 

genuine economic recovery, and 
that they should save as much as 
possible.

My other main point was 
that if the fiscally conservative 
activists managed to elect a bunch 
of fresh faces, then they had to 
hold them accountable to their 
campaign promises. It wouldn’t 
be enough simply to vote for 
the lesser of two evils, come the 
following election. No, the only 
way to end this crazy cycle would 
be for the American people to 
stop letting their fear of the other 
guy lead them to continually 
support politicians spending us 
into oblivion.

Well, it turns out the Tea 
Party activists did manage to turn 
the bums out, and deliver control 
of the House back to Republicans 
with big talk of big budget cuts. 
So far, they haven’t delivered.

The United States 
government’s fiscal crisis is 
worse than the media and major 
pundits are letting on. Whether 
we choose to study the issues or 
not, reality will eventually rear its 
ugly head.
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U n f o r t u n at e ly,  i t  c a m e  b a c k  f r o m  t h e  d e a d .
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THE SILvER LINING
An IntervIew  wIth 

Peter “MAc” MccAndless
rAdIo host - “the Peter MAc show”

Peter H. McCandless is 
creator and host of “The Peter 
Mac Show” (http://www.
petermacshow.com/), which 
features commentary and 
interviews from an Austrian 
economics / libertarian political 
perspective.  McCandless 
teaches college math courses 
part-time in the Kansas City 
area. He competes locally and 
occasionally nationally in 

U.S. Masters Swimming. In 
2005 McCandless was briefly 
involved with the “Liberty 
Dollar” silver coin operation, 
the leader of which—Bernard 
von NotHaus—was recently 
convicted in federal court. (For 
details of the von NotHaus case, 
see Robert Murphy’s article at: 
http://mises.org/daily/5184/
T h e - C r i m e - o f - P r i v a t e -
Money.)  
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lara-murphy Report: Before 
we talk about your radio 
program, we understand you 
used to be involved with Bernard 
von NotHaus, who was recently 
convicted for counterfeiting with 
his “Liberty Dollar” operation. 
Specifically, von NotHaus was 
producing silver coins to provide 
a real alternative to the fiat U.S. 
dollar system, and the feds shut 

him down. Can you explain your 
history with von Nothaus?

Peter mac: I attended 
Liberty Dollar University in the 
fall of 2005 and started using 
Liberty Dollars then. As we 
were taught, I would offer to pay 
a merchant in Liberty Dollars, 
explaining that this was not U.S. 

currency, but rather real silver.  
Some accepted this as payment, 
others declined. At the very least, 
it became a vehicle by which 
one could talk to people about 
real money—money backed by 
gold or silver—as U.S. currency 
was years ago. Then, in the fall of 
2006, I believe, I received a letter 
from the U.S. Mint asserting, in 
effect, that Liberty Dollars were 
or probably were “counterfeit.” 

I called the U.S. Department of 
Justice, spoke to a U.S. attorney, 
explained exactly how we were 
taught to offer Liberty Dollars 
as payment for goods or services, 
that any merchant could decline 
to accept them, and that these 
were not being offered as U.S. 
currency. (Indeed, even after 
merchants would accept Liberty 

Dollars as payment, they could 
change their minds and we 
would go back and exchange 
the Liberty Dollars for Federal 
Reserve Notes at exactly the rate 
at which the good or service had 
been purchased.) He couldn’t 
or wouldn’t give me a definitive 
answer as to whether this was 
illegal. Von NotHaus had shared 
with us that he had contacted the 
Secret Service and other officials 

in the U.S. government and 
that they had, in effect, given us 
their approval for using Liberty 
Dollars. At the very least, no 
one at all in the government was 
suggesting at that time that these 
were or could even be construed 
as “counterfeit.” Nonetheless, 
upon receipt of the letter from 
the U.S. Mint, I quit using 

                      Photo from Flickr by: tonyolm
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Liberty Dollars. The government 
obviously had done a 180-degree 
change on the concept when 
they raided the Liberty Dollar 
headquarters, confiscated 
millions of dollars worth of silver, 
and arrested the principals. That 
was a huge criminal act by the 
feds. 

lmR:  Hard-money 
enthusiasts have been of two 

minds regarding von NotHaus’ 
conviction. A lot of us are very 
cynical whenever the feds crack 
down on someone for competing 
with fiat paper money. Going 
back to FDR’s confiscation of 
Americans’ gold holdings in 
1933, it seems coercion is the 
only way to get people to use 
paper money. On the other 

hand, some libertarians—such as 
Bill Rounds—have argued that 
von NotHaus is no martyr. For 
example, Rounds claims that the 
Liberty Dollars had face values 
(e.g. “$5”) printed on them, when 
in fact they didn’t contain that 
much in silver content. In that 
case, von NotHaus legitimately 
could have been defrauding 
people, who naturally would 
have assumed a silver coin with 

“$5” printed on it, had at least $5 
worth of silver in it. Do you have 
an opinion on this?

Pm:  Yes. That opinion 
expressed by Rounds and others 
is just silly. Nothing that is traded, 
including money, can be brought 
into the market place and offered 
at exactly the cost to produce it; 

there would be no incentive to do 
so. So, yes, a 20 Liberty Dollar at 
the time had less than $20 worth 
of silver in it. This was not fraud. 
Von NotHaus designed Liberty 
Dollars to be used as real money. 
Everyone who approached a 
merchant with the intent to 
make payment in Liberty Dollars 
[LDs] was completely upfront 
about the process by which LDs 
were to be used. If someone 

wanted to buy silver simply as an 
investment, they were advised to 
do so. In retrospect, with silver 
now selling around $45 per 
ounce, I think Rounds and any 
others would have to admit that 
anyone holding any LDs now 
has way more value then they 
would had they instead received 
payment in Federal Reserve 



A P R I L  2 0 1 1  L M R 25

THE SIlvER lINING - INTERvIEW WITH PETER “mAC” mCCANDlESS THE SIlvER lINING - INTERvIEW WITH PETER “mAC” mCCANDlESS

Notes. [Throughout 2006, silver 
traded for less than $15 per 
ounce.—Eds.] Whether this was 
the best marketing plan or not 
is another question, but it was 
definitely not fraud. 

lmR:  Following up on the 
last question, what do you think 

the chances are that Americans 
will be able to return to sound 
money? And if it does happen, 
which is more likely? That we’ll 
get there through gradual reform, 
or that it will happen in one fell 
swoop because the paper dollar 
collapses?

Pm:  I think there is a 
good chance we will return to 
the use of sound money. But it 
may have to occur concomitant 
with the collapse of government 
itself, rather than simply the 
collapse of Federal Reserve 
Notes as money. Money received 
by confiscation under threat of 

violence is the means by which 
government exists – whether that 
confiscation is through taxation 
or the imposition of worthless fiat 
currency. Probably the number 
of Americans who realize this is 
still very tiny as a proportion, but 
growing. Time will tell. 

lmR:  Let’s turn now 
to your radio program, where 
one of us (Murphy) was 
recently interviewed. (The 
interview is accessible at: http://
w w w. p e t e r m a c s h o w. c o m /
show-archive/130-robert-p-
murphy-3302011.html.) Can 
you explain how you got into 

radio, and how you can get away 
with pushing such a radical 
message?

Pm:  I had heard and enjoyed 
some of the programs on KCXL, 
a small station near Kansas City, 
several years ago. In the summer 
of 2001, as luck would have it, 
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I met the owner of the station, 
who after a short discussion, 
suggested that I have my own 
show. I had never entertained 
the idea at all before, but was 
suddenly inspired! I raised about 
half of the advertising money he 
wanted before he would allow me 
my chance.  Then he asked me 
to substitute for another show 
in November 2001. The owner, 
Pete Shartel, liked what he heard 
and allowed me to begin my own 
show. I called it The Peter Mac 
Show, and it officially debuted on 
December 7, 2001, as I recall. My 
first guest and now close friend 
was Larken Rose. I left KCXL in 
2006, and  have since been on a 
number of internet “stations.” I’m 
currently heard on Wednesdays, 
7:00 – 8:00 p.m., Central time, at 
www.themicroeffect.com.  As far 
as a “radical message,” that came 
about slowly. I was originally 
a strong supporter of the 
Constitution, but gradually came 
to realize that government, in any 
form, is based on an incredibly 
widespread, but erroneous belief 
that some people can acquire the 
right to rule others. Reading books 
offered through the Ludwig von 
Mises Institute (www.mises.org) 
has been an invaluable education 
in that regard. 

lmR: Finally, in your 
contact with the public through 
your radio program, are you 
sensing a growing audience for 
the ideas of liberty and Austrian 
economics?

Pm:  I think so, but my 
perspective could be myopic. 
I read almost everything I can 
on the ideas of liberty and 
Austrian economics and so have 
disproportionate contact with 
those notions compared to the 
average American. But there 
do seem to be more people on 
the radio espousing these ideas 
and more people are willing to 
say publicly that government 
qua government is the root 
of our problems. I think the 

voices clamoring for reform 
of government are still much 
louder and more widespread, 
but even that position has been 
fueled by ours, in my opinion. 
For example, I think our position 
is becoming more respectable in 
tiny increments, and that made 
it possible, I believe, for the Tea 
Party to come into existence.  
People such as Peter Schiff, 
who seems to embrace much of 
Austrian economics, are given air 
time on major TV networks—a 
phenomenon that wouldn’t have 
happened a few years ago. The 
momentum of political thought 
is definitely in our direction.

I think there is a good chance we will 
return to the use of sound money.

The momentum of 
political thought 
is definitely in 
our direction.
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EvEntsEngagements 
2011

MAY 13 • Indianapolis, Indiana 
Murphy participates in a high school seminar on economics.

MAY 14 • Indianapolis, Indiana 
Murphy participates in a Mises Circle seminar on agricultural subsidies

july 14-16 • Las vegas, Nevada 
Murphy and Lara Present: Privatized Banking Session at “FreedomFest”

JULY 22-23 • nashville, tennessee 
NIGHT OF ClARITY

Another star-studded event focusing on Andrew Jackson’s slaying of the central bank.

REGISTER ONLINE...
 http://www.usatrustonline.com

OCTOBER 6 • BEAVER, PENNSYLVANIA 
Lara and Murphy present Privatized Banking Seminar for 1st Consultants, Inc.

Some events may be closed to general public. 
For more information email LMRevents@usatrustonline.com
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Private Jet?
maybe...

Private Beach?
one day...

Private Bank?
YES!

What you do with your money should be your 
own business.  Take the time to know how 
you can become a privatized banker of your 
money and create a platform for financial 
success you don’t often (actually never) hear 
about from the “experts” on cable news and 
radio.  You are going to make a difference 
for your family for generations if you create 
and maintain your own private bank.  Private 
financing can be your reality in a relatively 
short time.  Go to usatrustonline.com/store  and 
get the both of these books to learn how now. 

P R I V AT I Z E D  B A N K I N G 

u s a t r u s t o n l i n e . c o m


