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Announcing! The First Annual

Where IBC financial professionals meet,
share their mutual goals, and learn advanced-level
IBC implementation strategies.

Birmingham-Jefferson Convention Complex, Birmingham, Alabama

FEBRUARY 6-7, 2014
Now that you have obtained a solid foundation in the theory and implementation of IBC, as well as an understanding of Austrian economics
and its unique insights into our monetary and banking institutions—
come to the IBC Practitioner’s Think Tank and learn ftrom successful
IBC Practitioners in the field who will lead these important seminar presentations.
PLUS —new IBC Practitioner Course offerings from Nelson Nash, Robert Murphy and Carlos Lara, including the new IBC Practitioner Mentorship Program!
This is a totally new and revised program unlike any other previous IBC
meetings. Open only to “graduates” of the IBC Practitioner’s Program
and for this time only—IBC Practitioner “students” too!
15 Seminar Speakers (veteran IBC Practitioners) will present:
• IBC Case Studies
• Client Interview Techniques
• Starting The IBC Conversation
• Software Presentations Supporting The IBC Concept
All in a small-group seminar format to maximize the learning experience.

IBC & AUSTRIAN ECONOMICS
IS GROWING!
WITNESS IT HERE.

CLICK THE ARROW
to watch the video clip!

Book your sleeping room at the Sheraton Birmingham, our host hotel, at $110 a night (plus taxes).

DON’T GET LEFT BEHIND. STAY ON THE EDUCATIONAL CUTTING EDGE.
REGISTER TODAY!
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Taxation is Robbery,

by Frank Chodorov. “There it was; simple
perhaps, but how many of us, let alone how many professors of the economics of taxation, have ever
given utterance to this shattering and demolishing truth? Frank was always like that.”
—Murray N. Rothbard
It’s true. Here is a writer that was profoundly honest and just told it like it is. It’s no wonder
Rothbard loved him deeply. In fact, he reminds us of Rothbard himself. In speaking of Chodorov, he
says “he was unusually courageous, a lover of the intellect and the products of the mind to the very core
of his being. Frank was sui generis,” —meaning that he was one of a kind.
It was Rothbard who said Chodorov’s best writing was his last book, The Rise and Fall of Society,
published in 1959 at the age of 72, which is one good reason why so many of Chodorov’s thoughts can
be found in our own book. One of the best parts of this small 167-page gem is the Dedication page.
Here in one short paragraph one gets a sense of the style and type of man he was in his own words.

“To Francine—
When you are old enough to read this book there will be a Society and
there will be a State, and both will take their character from the reigning
ideas of the times. I suspect that these ideas, planted in the American mind
before you were born, will be so different from those expressed in this book
that you may have some difficulty in understanding how your grandfather
“got this way.” That could provide you with some good, clean fun—trying
to reconstruct a long-lost pattern of thought.”
Frank Chodorov, without question, was a fellow traveler. We are indebted to men like him and other
great thinkers who have laid down a solid foundation and made possible the emergence of our idea.
Through their deep concern that the flames of liberty burn bright we have benefited from the torch
they have passed on to us. Now we too labor intensely day in and day out—never tiring and, in fact,
becoming living manifestations of the message we carry and hold high. It is the business from which
we will never retire.
Yours truly,
Carlos and Bob

“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
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Pulse on the Market
Recent developments that may be of interest to readers of the Lara-Murphy Report…

No T ur k i sh Del ig h t

Turkish Central Bank Jacks Up Interest Rates
We have been warning since our first issue that the monetary and fiscal
policies adopted by governments around the world in response to the
financial crisis were merely postponing the day of reckoning. Just as
Greenspan’s interest rate cuts following the dot-com collapse merely
substituted one bubble for another, so too (we argued) would Bernanke
and his fellow central bankers merely set us up for a harder crash. We
have already seen a crisis hit Greece, which was quelled only through
massive intervention by the European Central Bank. Now, Turkey has
come under “speculative attack” as well, with its central bank forced
to jack up interest rates in order to defend the currency. According to
Reuters, “The bank raised its overnight lending rate to 12 percent from
7.75 percent, its one-week repo rate to 10 percent from 4.5 percent, and
its overnight borrowing rate to 8 percent from 3.5 percent - all much
sharper moves than economists had forecast.” To give some context to
the decision, back in 2010 the Turkish lira traded for as much as 65 cents,
but it steadily fell against the USD so that it now only trades for about
46 cents (about a 30 percent decline).
We do not need to dwell on the fact that anything even remotely like
the Turkish move would prove devastating to the U.S. financial system
and broader economy. We have seen private analyses showing that even
a half-percentage point shift upward in Treasury yields (across the curve)
would render the Federal Reserve literally insolvent. (This is because the
Fed owns trillions of dollars of Treasury securities, and an increase in
yields would make their market value plummet.) Furthermore, the U.S.
government’s fiscal position would completely unravel with a spike in
borrowing costs, as the Treasury would need to not merely cover net new
debt (i.e. the current budget deficit), but also roll over maturing debt at
the higher rates.

Pulse on the Market
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Recent developments that may be of interest to readers of the Lara-Murphy Report…

Bank C ash Crunch

Foreign Banks Restrict Cash Withdrawals
The BBC reported in late January several customer complaints that
HSBC had begun restricting large cash withdrawals, without giving
its customers a prior explanation of the policy change. For example,
Stephen Cotton said he wanted to withdraw £7,000 from his account to
pay back a loan to his mother. The bank refused. Cotton relays the tale:
“So I wrote out a few slips. I said, ‘Can I have £5,000?’ They said no.
I said, ‘Can I have £4,000?’ They said no. And then I wrote one out for
£3,000 and they said, ‘OK, we’ll give you that.’ “
When asked to explain the new policy, HSBC responded: “We ask our
customers about the purpose of large cash withdrawals when they are
unusual and out of keeping with the normal running of their account.
Since last November, in some instances we may have also asked these
customers to show us evidence of what the cash is required for.”
In a related story, “My Bank”—among the 200 largest banks in Russia by
assets—has reportedly completely banned all customer cash withdrawals,
for at least several days (as of this writing).
We don’t mean to beat a dead horse here, folks, but another worldwide
crisis is coming. We saw the problem come to a head in the fall of 2008,
and the official worldwide response was to print more fiat money and go
deeper into debt. That’s no way to solve underlying economic problems;
it only allows the problem to fester.
No one should be under any illusion that commercial banks are a safe place
to store money. The “guarantees” from governments on such accounts
are of little consolation if the governments themselves are insolvent. In
Lara’s article this month, he reiterates our advice for getting through the
coming storm.

Pulse on the Market
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Recent developments that may be of interest to readers of the Lara-Murphy Report…
USA vs BTC

U.S. arrests major Bitcoin entrepreneur
The WSJ blog MarketWatch reports: “[Charlie] Shrem, the chief
executive of the bitcoin company BitInstant and vice chairman of the
Bitcoin Foundation, was arrested [January 26] at John F. Kennedy
International Airport. The Justice Department also unveiled the arrest
of Robert M. Faiella, an underground bitcoin exchanger known as
‘BTCKing.’” The specific charges are that these men facilitated money
laundering operations to allow others to buy illegal drugs (using Bitcoin)
through the website Silk Road. (In October, authorities arrested Ross
Ulbricht, the alleged mastermind behind Silk Road who had allegedly
attempted to order contract hits against some enemies.)
We have no particular skin in the game regarding Bitcoin; we think
it is largely a market response to the unstable fiat currencies issued by
the world’s governments. In any event, it is very interesting to see how
governments around the world have begun cracking down on the digital
currency, once its popularity grew and it posed a serious threat to their
established framework.
S ta l l e d W a r O n P o v e r t y

Little progress in LBJ’s other war
January marked the 50th anniversary of the “War on Poverty.” Yet even
the White House’s own triumphant analysis shows that the poverty rate
before government transfers is higher now than it was in the 1960s,
and even before the recession there was no clear trend of improvement.
Proponents point to this as evidence that the programs are desperately
needed now more than ever, but it’s also consistent with the theory that
throwing trillions of tax dollars at a social program doesn’t really fix
anything.

Pulse on the Market
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Robert P. Murphy
The Hidden Health Insurer Bailout
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The problems with the Affordable Care
Act (ACA)—popularly known as “ObamaCare”—continue to mount. The sideshow of
the malfunctioning website is being replaced by
growing alarm over the underlying fundamentals. The once theoretical concern over an enrollment “death spiral” is turning into actuarial
reality.
However, even if the ACA pushes the private
health insurers into an untenable position, it
may not spell the demise of this sector, a possibility that many (including me) had raised. For
the ACA itself contained provisions—which
have only recently received widespread coverage—that would put taxpayers on the hook, in
the case of “unforeseen” losses to health insurers.
Thus, in the next few years, the government’s
approach to health insurance will represent fascism, not outright socialism. The machinations
may ultimately pave the way for a “single payer”
system and indeed the complete nationalization
of health care itself, but there is no immediate
reason for such outcomes to occur, so long as the
government (meaning the taxpayers) will cover
the funding shortfall.

The Possibility of an
Enrollment/Premium “Death
Spiral”
Before discussing the specifics of the ACA’s
protections for health insurers, let’s review the
big picture to understand the context. The ACA
forces health insurers to accept all applicants,
and to charge a premium that varies only according to age and geography. In particular, insurers can’t set a premium based on a person’s
medical history or current status. Furthermore,
the ACA establishes minimum standards for
these policies; a health insurer rep can’t simply say, “OK you’ve got brain cancer I see. Sure
thing we’ll issue you a policy. We will cover up
to $10,000 of your medical expenses this year,
with a $5,000 deductible and a premium of
$3,000 per month.”
By itself, such requirements would obviously
ruin the private health insurance market. People with pre-existing conditions would swamp
the insurers with applications, raising the average expense of offering health insurance. In
response, the insurers would need to raise the

The sideshow of the
malfunctioning website
is being replaced
by growing alarm
over the underlying
fundamentals.

The Hidden Health Insurer Bailout
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premiums they charged everyone (because they
can’t discriminate in the pricing). This would
lead a larger number of relatively healthy people
to drop their insurance coverage, and pay their
medical expenses out of pocket.
Depending on the numbers, such a reaction
would probably lead to a vicious spiral, in which
the pool of insured individuals became progressively sicker and sicker (on average), meaning
the insurers would have to continually raise premiums in order to stay afloat. The skyrocketing

aware of this issue, and that was the official rationale for the “individual mandate.” By forcing healthy (and young) people into the pool of
coverage, the government could hold down the
average expense per person (from the insurance
company’s point of view) and thereby allow for
a reasonable premium.
There is just one problem with this design:
What if millions of Americans refuse to sign up,
even with the individual mandate? In the first
year (2014), the fine for an individual not hav-

In the next few years,
the government’s
approach to health
insurance will represent
fascism, not outright
socialism.

premiums would drive more people to drop the
coverage, intensifying the problem. In the end,
only people who knew they would run up extensive medical bills would want to retain insurance, but they wouldn’t be able to pay the
premiums necessary for the insurers to stay in
business. This is an extreme example of what
economists call the problem of “adverse selection.”
The people who designed the ACA were
The Hidden Health Insurer Bailout

ing coverage is the greater of $95 or 1 percent
of income. Depending on the particulars, many
Americans who are currently uninsured may
decide that it is cheaper to pay the fine, rather
than obtain the “affordable” care that the legislation promises. If that happens in sufficient
numbers, we are back to the original problem:
Private health insurance is untenable when
companies must accept sick applicants but don’t
have enough healthy applicants to balance out
the pool.
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Enrollment: Where We
Currently Stand
In the previous section, we laid out the theoretical issues involved. Now we ask: How are
things looking in practice?
In early January David Freddoso posted an
interesting—and alarming—breakdown of the
enrollment statistics for the state of Kentucky.1
Freddoso reminds us that the Kaiser Family
Foundation—a leading pro-ObamaCare source
for data and analysis—estimated in a December
2013 report that the target market for new enrollees should include about 40% in the 18-34
age group.2 Yet Freddoso reports that at least in
the case of Kentucky, that goal has fallen woefully short: Of the roughly 26,000 new enrollees
in private ACA plans, only 20.2% were in the
18-34 demographic.
What’s perhaps even worse, a balanced pool
(according to Kaiser) would have only 17% in
the 55 or older category. Yet in the case of Kentucky, the released numbers showed that 34%
fell into this age bracket.

In short, at least as far as Kentucky’s numbers
reveal, the balance between young and old is not
even close: Kentucky had half the desired proportion of 18-34 year olds enroll, but double the
desired proportion of over-55s.
Furthermore, Freddoso throws cold water on
Kaiser’s argument—which was eagerly repeated
by pro-ACA writers such as Paul Krugman—
that even “worst case” enrollment figures would
lead to modest premium hikes. Here’s Freddoso:
At both ends, then, [Kentucky’s experience]
is worse than Kaiser’s worst-case scenario, in which it was assumed that young people
would make up only 25 percent of enrollment.
In that case, they expected insurers to suffer
losses of 2.4 percent.
Some people have cited this Kaiser study
and wrongly concluded that it means insurers would have to raise premiums by only
2.4 percent. That’s doesn’t sound so bad,
but unfortunately it’s a misreading of the
study. In fact, because they aim for a 4 percent profit when they make these calculations,

The people who designed the
ACA were aware
of this issue, and that was
the official rationale for the
“individual mandate.”

The Hidden Health Insurer Bailout
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insurers would have to raise next year’s premiums right away by 6.6 percent just to make
up for the bad estimation for next year. In addition, Kaiser notes that insurers would likely
try to recoup part or all of their 2014 losses
(add 2.5 percent) and perhaps try to recoup
missed profits as well (add up to 4.1 percent
more)…
We can’t know how healthy this pool is. But
from what we can know, these enrollment demographics in Kentucky are worse than Kaiser’s “worst case” estimate. So what does
that mean? I don’t know, but let’s say there’s
a 19 or 20 percent rate hike for 2015 — right
after this year’s hikes, which in Kentucky
were 67 percent for the average 27 year-old
man. That doesn’t necessarily mean “death
spiral,” but increases can fall well short of
death spiral territory and still create a lot of
political pressure for repeal. [Bold added.]
Proponents of the ACA are trying to soothe
everyone’s fears, by arguing (a) the low enrollments are just because of the website glitches,
and (b) even if young people don’t sign up, it
doesn’t really matter in the grand scheme of
things.
Yet as Freddoso shows, these people are misreading the Kaiser analysis. Furthermore, if
The Hidden Health Insurer Bailout

there’s no real threat of a “death spiral” due to
poor enrollment, then why have an individual
mandate in the first place?

The Hidden Health Insurer
Bailout
Yet even though things at the moment look
bleak, the health insurers are remarkably calm.
The reason is that the ACA contained provisions to share the risk with them—the term is
“Risk Corridors.” In this article, I’ll draw on the
October 2013 analysis put out by the Society of
Actuaries.3
The Risk Corridor program compares theoretical “allowable costs” against a realized “target
amount,” in order to generate a ratio. If the ratio
is greater than one, then the premium was less
than what was required to cover the insurer’s
costs, while if the ratio is less than one, then the
premium was higher than necessary. This ratio is
then used to determine how much of the loss/
profit the insurer must share with the Department of Health and Human Services (HHS),
according to this distribution (taken from the
SOA article):
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Figure 1. Profit and Loss Sharing Under ACA Risk Corridor
Source: Society of Actuaries
So for example, if the ratio swings 3% either
way, then there is no transfer in either direction. However, if the ratio moves five percentage points further outward, then the insurer falls
into the 50% corridor, where it surrenders half
of its gains to the government (if it charged a
higher premium than necessary) or it has half
of its losses reimbursed by the government (it if
charged a lower premium than necessary).
As the diagram makes clear, for large enough
losses the federal government will pick up
80% of the loss. (A note for purists, the actual
compensation in this scenario is more complicated, involving a flat 2.5% payment of the tar-

get amount in addition to the 80% coverage of
remaining losses. But I want the reader to see
where the “risk corridor” label comes from.)
But that’s not all. As Joe Salerno reports, there
is another element of the ACA that is distinct
from the Risk Corridor Program described
above, namely the
Reinsurance Program under which large
claims are capped for insurers offering individual plans under Obamacare. Insurers pay for claims up to $45,000, while the
Federal government picks up 80% of the
costs exceeding $45,000 up to a maximum

As the diagram makes
clear, for large enough
losses the federal
government will pick
up 80% of the loss.

The Hidden Health Insurer Bailout
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of $250,000. This means that Obamacare is
a public-private insurance scheme and that
we are already half-way to the “single-payer” insurance program that Obama and his
left-wing cronies so keenly pine for. Needless
to say, neither President Obama nor the establishment media have publicized this provision of Obamacare. [Bold added.]4

How a Major Health Insurance
Consultant Sees It
Perhaps the best way to summarize the big
bailout—and why the future is still so bleak—is

to quote from a January 6, 2014 blog post by a
major consultant for the health insurers, Robert
Laszewski:
But, my sense is that health plans, because
they are so insulated from big losses, will
generally stand pat with their 2014 rate
structures for 2015—no matter how bad the
early claims experience looks. I expect that
the health insurance industry will be content
to give the Obama administration one more
chance to reboot Obamacare in the fall of
2014, when the 2015 open enrollment takes
place.

Many Americans who are currently uninsured may decide
that it is cheaper to pay the fine, rather than obtain the
“affordable” care that the legislation promises.
The Hidden Health Insurer Bailout
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As far as Kentucky’s numbers
reveal, the balance between
young and old is not even
close: Kentucky had half the
desired proportion of 18-34
year olds enroll, but double the
desired proportion of over-55s.

But that is all the patience I see the industry
having. While they will continue to be protected from losses in 2016, two years will
be enough patience for them and they will
be eager to at least begin to transition their
rates to the proper level in 2016 rather than
face a huge adjustment in 2017 when the
reinsurance program ends.
What consumers/voters will be thinking about
Obamacare come November 2014 is still to
be determined. But insurers won’t be losing a
lot of sleep over it. [Bold added.]5
Note the emphasis on the temporary nature
of these bailouts. After three years, according to
the text of the ACA, they are supposed to end,
at which time the health insurers would have to
sink or swim on their own, charging true premiums in order to cover their expenses.

Conclusion
Thus we have seen that the very real problem
of low enrollments may not trigger an immediate “death spiral,” because the health insurers are
largely insulated from losses for the first three
years.
Yet what will happen when these programs expire, if the underlying fundamentals are still unprofitable—as they almost certainly will be? We
can expect to see stiffer penalties on individuals
to enroll, an extension of the bailout programs,
and more government crackdowns on “excessive” medical spending—or what Sarah Palin
was ridiculed for calling “death panels.”
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In a world such as ours laden with
such grim social, political and economic problems, the formula we share for solving them is
unmistakably distinctive. I get a sense of this
characteristic every time I tell an audience our
story and message. It let’s me know that I have
been given a rare privilege to be able to share
such optimistic news in an otherwise somber
situation along with the foreknowledge of the
good it does for all those who implement our
ideas.
Audiences—whether they are listening to one
speak or reading what one writes—must be able
to receive this special message without becoming confused. Consequently, it is important to
first make them aware that this message is not

about politics or a certain political agenda of
sorts… although, at times, it may sound like it.
It is certainly not some form of estate or financial planning blueprint… although, I will confess that at times it may appear as though it is.
And, it is certainly not about religion…although
when we wander off commenting on the “moral
economy” or “natural law,” it certainly sounds
like it. But no, our message is not about religion. It’s none of these. Our message entails the
complete clarification and exposure of the core
problem that currently afflicts the nation as well
as the problem of the average individual as he
struggles to make a living in his own small segment of the economy. We must lay out not the
symptoms of the problem, but the root cause,
otherwise we remain uninformed about the re-

This message is not about politics or a certain political agenda of sorts…
although, at times, it may sound like it. It is certainly not some form of estate
or financial planning blueprint…although, I will confess that at times
it may appear as though it is.

IBC’s Role in the Sound Money Solution
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ality of our situation with no hope of ever rectifying it. Unfortunately, in exposing the problem
we do delve into a most depressing subject, but
the good news is that we also have a powerful
solution and that, of course, is the best part of
our discussion. Such was my situation recently
as I stood before an invited group in Brentwood,
Tennessee to explain the Infinite Banking Concept (IBC). This is what I told them.

The Problem
F. A. Hayek (1899-1992) is an Austrian
economist who won the Nobel Prize in 1974.
He wrote extensively during his career, but he
`

We must lay out not the symptoms of the problem, but the root cause, otherwise we
remain uninformed about the reality of our situation with no hope of ever rectifying it.
is probably most famously known for his bestseller book, The Road To Serfdom, which was
first published in England and written at the
end of World War II. If I had to select a phrase
that would best lead to a powerful visual of the
problem we attempt to expose, it would be the
gripping title of his book. But Hayek captures
our attention in a more startling way. He once
stated that he was a Socialist! And not just him,
but so were all of his school friends and contemporaries. They all embraced it, he said, “…until
we read that book.” The book he referenced is
Ludwig von Mises’s Socialism.
Mises wrote Socialism out of a deep concern
that the advancement of this ideology would
eventually supplant the market. His 600-page
tome set out to prove that this idea could not
possibly work and that in its latter stages would
ultimately break down. When the Soviet Union
finally collapsed in 1991 it forced even many soIBC’s Role in the Sound Money Solution
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A generous amount of that borrowing and spending is
funneled directly to the paternal programs of the government
and to the building of an imperialistic military. The result is a
monstrous monetary problem that is heading for a crash.

cialist supporters to admit that Mises had been
right, but sadly, socialism did not die with it
and has instead continued to spread throughout the world. It’s important to note that Mises
wrote Socialism in 1922—almost 100 years
ago! The staying power of socialism lies in its
utopian goals and their seductiveness. Yet while
it spreads, it obscures the fact that the welfare
state is reducing individuals to serfdom, as
Hayek warned, and doing it in such a way that
eventually the people stop questioning the governing authorities and simply give in to it.

was well known by American readers because
he wrote extensively for popular publications
like the New York Times, The Wall Street Journal and Newsweek. He was a great spokesman
for the free market and a lover of liberty. However, in one of his last speeches near the end of
his life, Hazlitt confesses to an audience that
he had been writing for the greater part of 50
years. From age 20, he had written every weekday: news items, editorials, columns, and articles
of some 10,000 words in length—altogether the
equivalent of 150 average size books!

There is another great intellectual from the
Austrian School of Economics who allows us to
make another powerful connection along these
lines with an equally famous book. His name
is Henry Hazlitt (1894-1993) and his book is
the famous Economics In One Lesson. Hazlitt

“And yet,” he proclaimed, “what have I accomplished? The world is enormously more
socialized than when I first began.”

IBC’s Role in the Sound Money Solution

Hazlitt died in 1993. That was 21 years ago.
How are we doing today? Do we have more or
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The elite government-connected groups are so
intoxicated with their power that they have become blind
to the edge of the precipice they have led us to. If not
stopped, we will see and experience the evidence of the
crack-up boom when other nations finally repudiate the
dollar. This is the Austrian diagnosis of the problem.

less freedom? More or less “economic” freedom? More or less personal independence?
How about privacy? Obviously, there is no need
in answering these questions for we all know
the answers. We are all aware of the decline of
America and we can all submit our own list of
examples. Here are mine.

The Decline Is Evident
• Poverty. We are now at 15% of the nation—
that is 45 million Americans now living in
poverty.
• Diminishing Middle Class. The middle
class is literally getting snuffed out. For a
while the American family seemed to stabilize itself when women entered the work
force, but the two-income family hasn’t
worked in 10 years because the money keeps
getting destroyed.
• Corporatism. Yes, we have a capitalistic
system of sorts, but a gargantuan bureaucracy—that is far from the free market—runs
it. The largest corporations get special political privileges, while inflation and excessive
taxation loots us.
• Extortionate Debt. In addition to corporatism, continuous borrowing and spendIBC’s Role in the Sound Money Solution

ing are sustaining the entire state apparatus.
A generous amount of that borrowing and
spending is funneled directly to the paternal programs of the government and to the
building of an imperialistic military. The result is a monstrous monetary problem that is
heading for a crash.
• Apathy and Disillusionment. The aged
American citizen must now continue to
work or come out of retirement in order
to make financial ends meet. And the saddest one of all is that an entire generation of
young people is so saddled with educational
debt that most of them will never be able to
save any money or have any of the luxuries
their parents had.
How can this be? How could we have let this
happen? Did we just fall asleep or what? Actually no. What happened is that the country took
a very bad turn 100 years ago and it changed
America completely. So, in a very real sense, we
were simply born into a broken system and it has
simply worsened over time. Libertarian thinker
Frank Chodorov (1887-1966) said it best when
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referencing the 16th Amendment that gave us
the income tax in 1913:
“It violated the right of the individual to the
product of his efforts, the essential ingredient
of freedom, but it also gave the American State
the means to become the nation’s biggest consumer, employer, banker, manufacturer and
owner of capital.”
Coincidently, that was the same year the Federal Reserve came into being and the year the
money monopoly began.
Now, up to this point, I have basically taken

you through some of the aspects of the problem we made clear in our book, How Privatized
Banking Really Works. In essence it is flawed
monetary policy, which is the centerpiece of
the problem—it is the core issue. And yet, it
is simultaneously the lifeblood of the federal
government. It is what keeps it alive and growing, so naturally it is a huge problem without a
known solution unless the thinking of the people changes. Public opinion by at least 10% of
the population must somehow rise up in disapproval if we are to have any hopes of changing
monetary policy. Obviously, if we don’t act soon
the entire economic structure will indeed collapse. The elite government-connected groups
are so intoxicated with their power that they
have become blind to the edge of the precipice they have led us to. If not stopped, we will
see and experience the evidence of the crackup boom when other nations finally repudiate
the dollar. This is the Austrian diagnosis of the
problem.

Austrian Economists
Are Different
From Mainstream
Economists
At this point I should probably elaborate
on the Austrian economists because they are
uniquely different from mainstream economists.
Certainly, Austrian economists are scientists,
however, they would never refer to themselves
as scientists in the sense of the hard sciences
such as physics and chemistry as many mainstream economists, such as the Keynesians and
Monetarists, claim for themselves. Austrians
are not that conceited, even though they have
received the same level of education. By that I
mean that Austrians know how to read and configure the extensive graphs and charts. They can
IBC’s Role in the Sound Money Solution
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do the mathematical modeling that mainstream
economists do, otherwise they would not have
been able to earn a Doctorate in economics. But
the main distinction is that Austrians reject the
claims made by mainstream economists on how
the world and economies work.

and can actually be used to discredit us in order to advance socialistic ideas. Obviously, it has
worked.

Chronic Inflation
As already stated, Austrians see our current
monetary policy as the main culprit. It is a money monopoly that is systematically squandering
the wealth of this nation into the hands of a few
privileged groups, at the expense of the rest of
us. This is most evidently seen in Bernanke’s

There are several distinguishable characteristics of the Austrian framework for economic
analysis; chief among them is their explanation
of the business cycle. But if I had to choose
just one to highlight among the rest it would be
their view of the individual. Unlike mainstream
`

Unlike mainstream economists Austrians place the individual at the very center of their
analysis because only an individual can choose.

economists Austrians place the individual at
the very center of their analysis because only
an individual can choose. And the individual’s
choice is subjective. That means that an individual’s choices are personal. They have personal
feelings attached to their choices. Individuals in
every case always act with a purpose in order
to achieve their own goals hence they cannot
be placed into mathematical formulas the way
mainstream economists insist on doing, nor can
they be centrally planned, unless it is done by
force. To the Austrian the entrepreneur is a very
special type of individual who they believe is the
key to economies.
Just to clarify, it is not enough to refer to Austrians as simply free market libertarians. Mainstream economists will occasionally claim that
description for themselves too. What politician
on either side of the political fence would ever
deny they were not free market proponents or
lovers of liberty? The point is that those types
of tag lines often obscure our real differences
IBC’s Role in the Sound Money Solution

Quantitative Easing policy. The huge injections
of excess commercial bank reserves were first
initiated in the fall of 2008 when the Fed began purchasing the toxic assets of the “too big
to fail” financial institutions in less than ninety
days, to the tune of one trillion dollars. But that
sort of massive injection has not abated and is
now at a pace of $75 billion a month (counting Treasuries and mortgage-backed securities)
with the amount in the coffers of commercial
banks, shown as excess reserves, now standing
at some $2.4 trillion!
Every time the government wants to borrow
money (which is daily) it hand picks select Wall
Street investment bankers to underwrite and
bring their bonds to market, knowing full well
that the biggest buyer of the bonds will be the
Federal Reserve at a pace of $40 billion each
and every month (since the December 2013
“taper” announcement, down from the previous pace of $45 billion per month). The policy
is outlandish! Who would not want that type of
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cozy relationship with the government and the
Fed? But the commercial bankers are not left
out of the relationship. The nexus is created every month when those Fed checks are deposited
into banks. If you know how fractional reserve
banking works you can figure out the hidden
money multiplier in action. If you don’t know
how it works I encourage you to read our book,
How Privatized Banking Really Works. Basically, one month’s purchase of government bonds is
the equivalent of $450 billion in the increase of
the money supply—a frightening scenario when
you extrapolate the trillions in excess reserves.
They claim it will fix the economy, but the recession continues and the economy remains anemic. The truth is that this is what is leading us to
the catastrophe. Unfortunately, the new Federal
Reserve Chairman, Janet Yellen is committed to
continuing QE when she takes office next. Is
there anything we can do?

IBC’s Role in the Sound Money Solution

That Book—Becoming
Your Own Banker
Given this ominous development of current
events, it would be wise to physically own some
gold. Historically, this has always been sound
money. When John Exter, board member of the
Board of Governors of the Federal Reserve System, created the Pyramid of Collapsing Values
in 1971 shortly after Nixon took us off the Gold
Standard, he made this point very clear. Gold,
in a collapsing economy, is what you should
own. It is emergency money and we should all
have some equivalent amount in relation to our
monthly expenses. When and if the financial
system crashes, gold could easily triple in value
overnight and can help mitigate our financial
pain. But, short of this and until such a fearful event occurs, where should our paper money
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`

Given this ominous development of current events, it would be wise to physically own
some gold. Historically, this has always been sound money.

be housed because this is the only legal money
we can use? Obviously, we would want it where
we would have the most immediate access to it
short of it residing underneath our mattresses.
The truth is that until a decade ago I had no idea
how to answer this question with complete confidence until I read that book. The book I mean
is Nash’s Becoming Your Own Banker.
If you have not read Nash’s book you must order it today. Even after you read it, it is highly
unlikely you will understand what the author is
attempting to teach you on the first try, but once
you understand, it will change your life forever.
It is not that it is a difficult or a long book to
read, in fact, it’s less than a hundred pages in
length. The hurdle is in grasping its unconventional concept. Given that obstacle, let me give
you some sound advice on how best to understand this exceptional writing.
IBC’s Role in the Sound Money Solution

Understand that Nash is simply explaining
how to set up your own personal private “bank”
by using a specially designed Whole Life insurance contract so that you will never have to borrow money from commercial banks or outside
lending institutions ever again. With his strategy you can borrow for all of life’s major purchases with better terms and wealth-building
potentials. By simply implementing his instructions you immediately set your financial compass toward economic freedom and Nash, in
great detail, explains how and why. In spite of
what you have heard about whole life insurance,
stay open to the concept and you will discover
that the framework of a Whole Life policy contains all of the attributes of what we may easily admit is the prefect investment, even though
that in itself is not IBC (The Infinite Banking
Concept). A dividend-paying Whole Life insurance policy is merely the framework of your
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“bank” so that you can practice IBC.
But the mere fact that it contains all
these wonderful perfect investment
attributes in the structure makes getting one of these insurance contracts
a sure thing.
Most importantly, recognize that
these are “specially” designed contracts and for that reason you should
use only an Authorized IBC Practitioner to design and acquire such
policies. Ideally, the policy should be
acquired from a mutual or mutual
holding company. Since there are only
34 such institutions of this type out
of the 2,000 insurance carriers in the
nation, it’s doubly important that you
work with only qualified IBC Practitioners who understand all of these
special nuances. Search the Infinite
Banking Institute for an Authorized
IBC Practitioner in your area at www.
infinitebanking.org.
`
Finally, stop referring to these speIf you have not read Nash’s book you must
cial contracts as insurance so your
mind can grasp the concept. Instead
order it today.
call them “banking policies.” Or, better yet, think of them as the “warehouse or headquarters” for your
paper money since they are basically acting as monetary policy. The issue is simply this: The
a “bank alternative.” Finally, see them as the Federal Reserve controls our money by using
perfect “cash-flow management system” be- the nation’s commercial banks and the cozy
cause that is exactly what they are.
relationship of government and Wall Street.
This is as much to say that the nation’s “purse
strings” are wholly controlled by an unconstituConclusion
tional system. It forces any entity (business or
individual) to become unintentional creators of
Now we are ready to make the final connecinflation every time they take out a loan from
tion to our message and here is where we need
a commercial bank! That is how the system is
to introduce “The Sound Money Solution.”
purposely set up. Consequently, the only soluRecall that I said earlier that the core problem
tion is to change that policy.
for us as individuals and the nation is current
IBC’s Role in the Sound Money Solution
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In the same way Federal Express went around the U.S. Post Office, we too can go our
merry way improving not only our own financial future, but that of the nation as well.
If we can think of the three steps of the Sound
Money Solution as the monetary policy we
seek, then the intimate connection of IBC to
the Sound Money Solution starts to become
clear. Here is what would be required. The first
step is to link the dollar back to gold. By doing this we can stop inflation because you cannot inflate gold like you can paper and ink. The
second step is Privatized Banking. Simply put,
our money and banking institutions have been
hijacked. They need to be returned to the public
sector and if they could be, then that step would
break up the money monopoly. Finally, in step
three, the Federal Reserve should be closed.
If step one and two could actually be enacted
there would be no need for the Fed. Knowing
that it is the Fed that keeps government growing, without the Fed we could easily return to a
small limited government.
Obviously, changing monetary policy to this
degree is nearly impossible, but wait! Notice
that we don’t actually have to change monetary
IBC’s Role in the Sound Money Solution

policy. If we implement and practice IBC we
can have privatized banking immediately! We
do not have to make demands of the government or have political demonstrations to change
anything. We can simply implement IBC for
our families and ourselves all very peacefully
and legitimately. And, in the same way Federal
Express went around the U.S. Post Office, we
too can go our merry way improving not only
our own financial future, but that of the nation
as well.
Since Whole Life policy loans are not inflationary, the more of us who simply practice IBC
the more we actually diminish inflation and the
louder our voices become through our actions.
We will never know if we can change monetary
policy unless 10% of us actually try. Good ideas
spread like viruses and since IBC is the best idea
to come along in this decade, then it won’t be
long before we are home free.
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Don Boudreaux

teaches economics at George
Mason University and is the
Martha and Nelson Getchell
Chair at George Mason’s Mercatus
Center. Formerly a Professor
of Economics at Clemson
University and President of
the Foundation for Economic
Education (FEE), Boudreaux is
author of Globalization (2008)
and Hypocrites & Half-Wits (2012).
He blogs with Russell Roberts at
www.cafehayek.com.

Lara-Murphy Report: How did you
discover Austrian economics?

Donald Boudreaux: My undergraduate mentor at Nicholls State University, Bill
Field, was very much into Hayek. Sometime
in the fall of 1977 I remember telling Bill that
“Milton Friedman must be the greatest living
economist.” Bill replied, “No, he’s only the second greatest living economist.” A thunderbolt of
excitement shot through my nerdy body at the
thought of there being an economist even more
fun and enlightening to read than Friedman.
“Who?” I asked. “Friedrich Hayek,” he replied.
Bill loaned me his dog-eared copy of Hayek’s
Individualism and Economic Order and advised
me to read as much as I could, warning me that
there’d be much in it that I wouldn’t grasp. He
The Power of Ideas

was correct–but I grasped just enough to detect
that Hayek was deeply profound.
Fortunately, for my four years at Nicholls Bill
Field was an ideal teacher and mentor. With infinite patience and wisdom he discussed Hayek
with me whenever I wanted. Soon after telling
me about Hayek, Bill suggested that I read Mises. Mises did not then ‘speak’ to me as Hayek
did. The same is true today. That said, I’ve read
nearly all of Mises’s works (Liberalism and Socialism are my two favorites) and learned much
from him. But Mises’s influence on my thinking
comes chiefly through his influence on Hayek.
Bill Field eventually told me about the Austrian program at NYU. He gave me a copy of
the old Libertarian Review that had in it a little
write-up on the program (I think it was writ-
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ten by Walter Grinder). I
applied, got a fellowship,
and spent two years in
NYU’s Austrian program.
I left with only an M.A.
degree. (I wrote a masters
thesis under Kirzner.) I
transferred for my PhD
to Auburn, largely because (1) I was immaturely
overwhelmed by living
in Manhattan, and (2) I
befriended Roger Garrison during his visiting semester in Spring 1981 at
NYU, and liked the idea
of studying under Garrison. As matters turned
out, while I took classes at
Auburn from Roger and hung out with him a
great deal, I wrote my dissertation under Bob
Ekelund who, although sympathetic to Austrian economics, didn’t come out of that tradition.
I should add here that while still at NYU I
met Ludwig Lachmann (who visited from South
Africa every Spring semester). Although I took
a seminar from him, and enjoyed listening to
him, I did not then ‘get’ him. Not until very recently—within the past five or six years—did I
come to appreciate Lachmann’s work as fully as

“

it deserves. Lachmann’s capital theory is a gem
that, I hope, will one day get the widespread attention that it deserves. (Given the tenor of the
economics profession, though, I’m not hopeful.)

LMR: From your vantage point at George Ma-

son University, you are keenly aware of not just
the Austrian School, but also the Public Choice
and other traditions in free-market economics.
What contributions do the Austrians bring to
the table, and what are the most important con-

Bill loaned me his dog-eared copy of Hayek’s

“
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Individualism and Economic Order and advised me to read as
much as I could, warning me that there’d be much in it that I
wouldn’t grasp. He was correct–but I grasped just enough to
detect that Hayek was deeply profound.
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Buchanan somehow naturally ‘got’ that the Austrian
account of economic reality was more robust, revealing, and
useful than is much of mainstream economics.

tributions from other schools that the Austrians
need to absorb?

DB: Consistent subjectivism is one of the great

contributions of the Austrians. Another is Austrians’ focus on economic processes rather than
on equilibrium states. I mention these two first
because each of these ‘tenets’ was quite thoroughly absorbed and creatively used by Jim Buchanan, one of the founders, along with Gordon
Tullock, of Public Choice (and a member of the
GMU Econ faculty from 1983 until his retirement in 1999, and then quite an active emeritus professor until his death early last year).
Buchanan’s 1969 volume, Cost and Choice, is a
monument to subjectivism (and methodological
individualism). And in a host of essays—“What
Should Economists Do?”
(1964) and “Order Defined in
the Process of Its Emergence”
(1982) come immediately to
mind—Buchanan very skillfully championed a processapproach to economics that
is thoroughly Austrian.
Buchanan’s relationship to
Austrians—and to Hayek in
particular—is a good model
for what non-Austrians can
learn from Austrians. Being
open-minded, skeptical of received wisdom, intellectually
confident and mature, philoThe Power of Ideas

sophical, and possessing the understanding that
economics stagnates rather than advances when
scholars are afraid to challenge foundational
tenets, Buchanan was unusually open-minded
when early in his career he first read Mises and
Hayek. Buchanan somehow naturally ‘got’ that
the Austrian account of economic reality was
more robust, revealing, and useful than is much
of mainstream economics. The serious need to
understand the emergence of social institutions
as the complex and unintended consequences of
purposeful human action always drove Buchanan—a driving force that must have been further
fueled and better steered by his deep immersion
in Austrian literature.
So, I don’t know just how much of the Public
Choice insistence on using methodological in-
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dividualism to better understand political outcomes is a product of Buchanan’s (and to a lesser
extent Tullock’s) embrace of the Austrians. Perhaps it was Jim’s and Gordon’s natural grasp of
the importance of methodological individualism that attracted them in the first place to the
Austrians. But I can’t help but believe that their
(and their students’) exposure to the Austrians
played a key role in keeping public choice solidly rooted in methodological individualism,
subjectivism, and process-oriented analysis.

“

I’m afraid that I have nothing original to say
about what Austrians can absorb from other
schools. The answer depends upon which particular Austrians are in the ‘audience.’ Obviously,
for some Austrians a greater appreciation of the
productive role of quantitative data would be
helpful. Likewise, other Austrians might be a bit
more open-minded toward analyses expressed
in formal forms—graphs and mathematics—
other than natural language. And yet other Austrians should better appreciate the fact that the
economics profession, while mostly indifferent

Contrary to much public-choice and Chicago-
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school scholarship—which teaches that ideas are impotent
in the face of narrow material interests and incentives—I’m
convinced that at the end of the day ideas (and attitudes,
worldviews, presumptions, beliefs about history) are
remarkably influential.

The Power of Ideas
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quiring and processing and sharing knowledge is or ought to be
the preferred method of everyone else. (Of course, mainstream
economists would also profit by
absorbing from Deirdre McCloskey such wisdom about methodological tolerance.)

LMR:

I’m quite [Deirdre] “McCloskey-esque” on
the matter of method. Although I suspect that
some methods are generally more likely to yield
deeper insights than are other methods, I’m convinced that different scholars learn and ponder
differently. Graphs, for example, speak to me.
So does verbal reasoning. Algebra, in contrast,
doesn’t speak to me. I know that the opposite
holds true for many others. There’s no reason for
me to suppose that my preferred manner of ac-

“

DB: Wow. What a great question. You’ll not be

shocked to discover my admiration for Hayek’s
1949 essay “The Intellectuals and Socialism,”
in which he explains the key role of ideas in
society and the key role that intellectuals play
in spreading ideas. Contrary to much publicchoice and Chicago-school scholarship—which
teaches that ideas are impotent in the face of
narrow material interests and incentives—I’m
convinced that at the end of the day ideas (and
attitudes, worldviews, presumptions, beliefs
about history) are remarkably influential. This

“

to (because ignorant of ) Austrian economics,
does contain many bright minds whose research
is important and genuinely useful in furthering
our understanding of economy and society.

You have experience in
both the non-profit world as
well as academia, having been
both the president of the Foundation for Economic Education
(FEE) and the chair of the Economics Department at George
Mason University. What are the
roles that each sector must play in the intellectual battle for liberty?

The fact that governments throughout history have

spent enormous treasure and time trying to control the
content and flow of ideas proves to me that ideas matter
greatly.
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The typical college professor today might excel at

research, but he or she is too often lousy at communicating
effectively with non-specialists.

is one of the few areas of agreement between
myself and the John Maynard Keynes of The
General Theory. If ideas are always impotent
in the face of material interests and raw power,
totalitarian governments would spend far less
effort and far fewer resources trying to control
the ideas to which their subjects are exposed.
The fact that governments throughout history
have spent enormous treasure and time trying
to control the content and flow of ideas proves
to me that ideas matter greatly.
Academic scholarship supplies the ‘early
stage’ capital in the idea-promulgation process.
If this capital is inadequate or flawed, the latterstage production processes—such as is done by
FEE, Mercatus, Cato, CEI [Competitive Enterprise Institute], Brookings, Public Citizen,
you name it—will be brittle
and unappetizing to everyone but dogmatists.
So academic researchers must produce solid, creative, pioneering, and careful scholarship. Writers and
pundits and speakers at organizations such as FEE,
Mercatus, and Cato play
the important role of condensing and clarifying these
ideas for the general public.
This latter task is not a lesser
one. The typical college pro-

The Power of Ideas

fessor today might excel at research, but he or
she is too often lousy at communicating effectively with non-specialists. Such skills at public
communication are themselves, I think, just as
rare—perhaps rarer—than are skills at doing
solid research.
Also, inseparable from these skills is the insight to consistently detect what is most relevant in the academic research and to separate it
out from the less relevant. A pure scholar, in his
or her research, must account for a wide range of
possibilities; a good public communicator must
focus only on the much narrower range of ‘plausibilities.’ Performing this separation is itself a
skill that requires deep academic insight and
wisdom.

35
35 LLMMRR J Jaannuuaarryy 22001144

LMR: At your blog CaféHayek.com (with Russ

Roberts), you often post the Letter to the Editor you have written to a newspaper explaining
points about free trade and other aspects of economic liberty. Was there a particular moment in
your career that you decided you would use this
vehicle so prolifically?

DB: I have always gotten a bit too annoyed
when I encounter instances of rank economic

“

ignorance. And so I discovered back in the mid1980s that writing letters to the editor is a good
way for me to vent my spleen. And while it’s
not as satisfying—or as professionally rewarding—as publishing articles in refereed journals, publishing letters to the editor does have
its own satisfaction. For me, that satisfaction is
chiefly in seeing fundamental economics presented clearly and in opposition to a prevailing
fallacy. (I must say that the discipline of writing
letter-to-the-editor-length pieces is stern—and
instructive. I don’t believe that I’m a particularly
good writer, but I know that I’m a better writer
now, because I write so many such letters, than
I would have been had I stuck to writing only
academic essays.)

“

With some exceptions, of course, I’m generally quite impressed with the quality of the work
done under the auspices of FEE, Mercatus, the
Independent Institute, and other market-oriented think tanks.

My letter-to-the-editor writing really took

I don’t believe that I’m a particularly good writer, but

I know that I’m a better writer now, because I write so many
such letters, than I would have been had I stuck to writing
only academic essays.)
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I remain optimistic for the long-run. Experience has
taught me that market forces are far more robust than I once
believed them to be.

off when I took over the presidency of FEE in
1997. That was when e-mail was just becoming
widespread. Because as FEE’s president I had
to raise money, it dawned on me one day that if
I e-mail my letters-to-the-editor to donors and
prospective donors, I’ll stay in frequent contact
with them. They’ll hear from me at times other
than when I come asking them for money. That
fact alone intensified my interest in writing the
letters, as it made fund-raising easier.
People who got my letters then asked that I
add this person and that person, so my “letters
list” grew. It was up to about 1,200 recipients in
2012 when distribution of my letters was kindly
taken over by Bob Chitester’s Free To Choose
Network crew. Bob’s people now manage that
list, so I don’t know how many people today get
my (almost-) daily letters.
It was my compulsive letter-writing, by the
way, that led me to blogging. Russ Roberts—
then my colleague at GMU Econ—said, in effect, “Look, Don, you basically blog everyday.
Let’s start a blog so that you’ll have some venue for posting your letters.” I was reluctant at
first—I cannot recall why—but I’m grateful to
Russ for his perseverance in pushing me to blog
with him.

LMR:

What is your view for the economic
outlook in the United States over the next few
years? Are we going to slowly grow out of this

The Power of Ideas

rut and return to normalcy? Or do you think a
major crash is coming?

DB: You, Bob, are a far more reliable prognosticator than I am. So I should ask you this question!
I remain optimistic for the long-run. Experience has taught me that market forces are far
more robust than I once believed them to be.
Total freedom, or optimal freedom, isn’t necessary for markets to generate massive and widespread prosperity. I see no reason to believe that
markets will be so suffocated and hamstrung in
my lifetime that the golden-egg-laying goose
bleeds to death and dies. Of course, such an outcome is possible, I just think it’s not the likely
outcome.
About the near-term, I have no good sense.
I’ll tell you that I’m not heavily invested in gold,
real-estate, or survival shelters, so I must not be
too terribly worried. That said, reading regularly, as I do, the New York Times and several
other mainstream publications causes me with
some frequency to wonder how we’ll survive
economically even for 12 more months. But in
those moments of despair I recall that there are
solid public voices out there—not least at Free
Advice—that in fact counteract the economic
ignorance that, were it given free rein, would indeed doom us all.
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Engagements
2014
January 17 • Long Island, NY
Murphy debates Bill Still on monetary policy at “Save Long Island Forum”

•
February 3 • Little Rock, Arkansas
Murphy introduces Austrian Economics and IBC at Harding University

•
February 6-7 • Birmingham, Alabama
Lara and Murphy present at the Infinite Banking Institute’s annual Think Tank

•
February 25 • Nashville, TN

Lara and Murphy explain implementation of privatized banking for 3C Corporation

Some events may be closed to general public.
For more information: LMRevents@usatrustonline.com

A brand new educational program designed exclusively
for the financial professional
Includes brand-new video lectures from Nelson Nash
Learn the economics of life insurance that you won’t get
anywhere else!
For full details see www.infinitebanking.org

Infinite Banking Concepts LLC • 2957 Old Rocky Ridge Road • Birmingham, AL 35243
www.infinitebanking.org
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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 Privatized Banking is underway. You can take advantage of the
years of experience that these three authors in these two books are offering you.
Go to usatrustonline.com click: store and look for both of these books
among the other fine books.

