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“It is the masses that determine the course of history,
but its initial movement must start with the individual.”
— How Privatized Banking Really Works
“Oh, he’s nothing more than a human being!” —a young precocious child blurts

out as the King parades in procession before his subjects. Instantly the illusion of what everyone was
pretending not to see is broken by the child’s truth- telling. Kids can and do say the darndest things,
especially when it is the truth. But what about us— have we become so spellbound by our own modern
day kings that we can no longer see what is in plain sight? Has the enchantment of the state completely
seduced us?
“Louis XIV was very frank and sincere when he said: I am the State. The modern statist is modest. He says:
I am the servant of the State, but he implies, the State is God.”
—Ludwig von Mises
Along this theme there is a well-known children’s short story with an insightful message for all of
us. It is about a pompous king who is so vain that he cares about nothing else except wearing the finest
of apparel. He commissions two tailors to weave for him a suit of clothes of the finest quality. The tailors
turn out to be swindlers. They promise the king to weave him a suit of clothes made from a fabric that
is so fine that it will be invisible to anyone who is stupid and incompetent. When the garment is finally
presented to the king, he and his ministers cannot see it, but pretend that they can for fear of appearing
unfit for their positions. They proceed to mime dressing up the king and he then parades before his
subjects. Upon seeing the king, the subjects play along with the pretense not wanting to appear dumb
and ignorant. But then, all of a sudden, a child blurts out. “The King is naked!” Only then does the
crowd take to shouting the same thing. The king squirms suspecting that what they are saying is true,
nevertheless, he arrogantly continues on in the procession.
Ridiculous as this story is we sometimes need a helpful nudge such as this to be able to see that the
state’s own ministers, intoxicated with their lust after power, are blinded to the incompetency of their
actions. Without this prodding we too can easily fall victim to the lure of the state. So long, and only so
long, as we think along the terms of the state will we continue to do its bidding. This is all that keeps this
corrupt system alive. The masses, ignorant of their history, regard the state’s character and motives to be
social rather than anti-social. Persistence in this belief provides the state’s administrators permission to
draw from it at will. When we cease to think along these lines the idea of the state will disappear— not
before.
This is why we must continue to provide these helpful nudges, speak the truth, and offer the privatized
banking solution. Those that are meant to see and hear this message will.
Yours truly,
Carlos and Bob

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…

P i k e t t y P r obl e m s

Austrian Theory Still Crucial
Believe it or not, at least for a period in April the #1 selling book on Amazon
was French economist Thomas Piketty’s Capital in the 21st Century. To
be clear, we’re not talking about the bestseller in the category of “600+
page books that favorably cite Marx and call for a worldwide wealth tax.”
No, we’re saying the #1 seller, period. Beyond showing the fickleness
of academia and the punditry—after all, Murphy had a dissertation on
capital theory and was lucky his committee members stayed awake during
the defense—the episode underscores the importance of the Austrian
School of economics.
Piketty’s whole case rests on the mainstream mathematical tool of an
“aggregate production function,” in which we can represent the entire
capital stock of the economy by a single number (K) and the workforce by
a single number (L). Then this function F(K,L) takes capital and labor as
inputs and spits out the total amount of “real output.” Applying calculus
to the setup gives you the real wage rate and real interest rate, which
are the first derivative of that function with respect to labor and capital,
respectively. In short, the idea is that the interest rate is the return paid
for the “marginal product of capital,” just like the wage rate is the return
paid for the “marginal product of labor.” With this starting point, Piketty
engages in some speculative analysis and concludes that “the 1%” will
grow ever more dominant over the coming decades, unless governments
do something. Hence, the call for a tax on capital (wealth). Naturally,
progressives who started out favoring such a tax anyway, are all swooning
over the Frenchman.
Yet the Austrian School economists are the ones best equipped to show
the problems with Piketty. Simply put, it is dead wrong to think of interest
as the return to the “marginal product of capital.” No no no, as BöhmBawerk and Mises stressed, the physical productivity of capital goods
explains their rental income. For example, if a tractor allows sharecroppers
to boost their crop yields by $10,000 annually, then the owner of the
Pulse on the Market
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Recent developments that may be of interest to readers of the Lara-Murphy Report…
tractor can rent it out for $10,000 per year. But from this fact, we have no
idea what the rate of return on the tractor is—for that, we need to know
the market value of the tractor. If it’s $100,000, then the owner earns a
gross return of 10 percent (less depreciation). But if the tractor’s initial
price is $200,000, then that same $10,000 rental payment—due to its
productivity—corresponds only to a 5 percent return on the investment.
This is elementary stuff, we grant you; it’s making a simple point about
dimensions. And yet, believe it or not, top-flight economists with PhDs
from Harvard and MIT aren’t aware of such subtleties. It’s not because
they’re stupid—they’re actually very sharp. Rather, it’s because they are
using simplified mathematical models and do not spend time reading
the “verbal economics” of the masters who came before them, thinking
they are above all that.
To repeat, this type of understanding is truly unique to the Austrian
School. The other free-market economists who object to Piketty have to
fight him on his own turf. The Austrian School’s richer conception of the
complex capital structure in the economy—and the true role of interest
rates—also explains why they can diagnose the business cycle so much
more accurately than even free-market bedfellows, such as the Chicago
School economists.
100% Reserve Enthusiasm

Mainstream Pundits Consider a Rothbardian Idea
When people want to castigate Austrian economist and libertarian
theorist Murray Rothbard as a weirdo, they often point to his advocacy
of 100% reserve banking. Under this proposal, commercial banks would
not be able to “create money out of thin air” when making loans to clients.
(Lara and Murphy explain very slowly and clearly how this “legalized
counterfeiting” operates in their book, How Privatized Banking Really
Works.) Many people, even some prominent Austrian economists today,
believe that fractional reserve banking is fine, so long as the government
and central bank don’t offer it artificial support.
Pulse on the Market
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In this context, then, it’s amazing to see Martin Wolf, John Cochrane,
and others express at least qualified support for some form of a 100%
reserve requirement on the commercial banking system. They have come
to believe that the entire financial system would be much more stable
in the long run, if commercial banks lacked the ability to create new
money on their own. To be sure, these orthodox writers don’t go the
full Rothbardian path to advocating a complete return of money and
banking to the private sector, but it is still interesting to see even guys
like Paul Krugman openly discussing the pros and cons of 100% reserve
banking on their blogs.
IPCC Strikes Again

The “Consensus” Keeps Getting Better, If You
Ignore the Headlines
The Intergovernmental Panel on Climate Change (IPCC) has issued the
reports from Working Groups 2 and 3 from the Fifth Assessment Report
(AR5). These are the reports that people have in mind when referring
to the “consensus” or “settled science” on the matter of global warming.
Yet as Murphy has stressed in his consulting work on the subject, the
case for alarmism collapses if you just read the actual reports. What
happens is that the higher-ups take what the credentialed, peer-reviewed
scientists and economists give them, and then craft a short “Summary
for Policymakers” that has a few key sentences and stats that the media
and politicians then go to town with. In fact, on this latest AR5 report,
leading climate change economist Richard Tol actually took his name
off of the Summary for Policymakers, because he thought it was totally
misconstruing the actual published research. As Tol described it: “The
message in the first draft [of the Summary for Policymakers] was that
through adaptation and clever development these were manageable risks,
but it did require we get our act together. This has completely disappeared
from the draft now, which is all about the impacts of climate change and
the four horsemen of the apocalypse. This is a missed opportunity.”
Pulse on the Market
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Cash Value vs. Death Benefit
in Life Insurance

by Robert P. Murphy
Cash Value vs. Death Benefit in Life Insurance
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In his classic work Becoming Your Own

Banker, Nelson Nash claims that the standard
approach to life insurance has things backwards.
Consumers have been taught to get their desired death benefit for as little outlay as possible.
Yet Nash argues that people’s need for finance
while alive is more urgent than their need for a
benefit check when dead. In this context, then,
Nash concludes that a consumer should buy a
life insurance policy that maximizes premium
payments and minimizes the (initial) death benefit. In this article I’ll explain this seemingly
counterintuitive approach, because it underlies
Nash’s Infinite Banking Concept (IBC).

The Conventional Approach
to Life Insurance
Typically, an insurance agent will size up a

potential client (let’s assume he’s a man) and
estimate his “human life value”—how much he
is worth alive, rather than dead. In this respect,
the client is appraised from the point of view of
his survivors; his income-generating capacity is
obviously relevant, but so too is the sentimental value he provides in his role as husband and
father (supposing he is married with children).
Once the agent has come up with a ballpark estimate of the client’s human life value, this is
the amount of death benefit for which the man
should be underwritten, if he wants to be “fully
insured.” After all, most people wouldn’t take
out merely a $100,000 fire insurance policy on a
house that would cost $300,000 to replace; they
would want to fully insure their home. By the
same token, if it would take $800,000 to “replace” the economic support the man offers his
family, then the life insurance agent will insist
the man get a policy with this amount of death
benefit coverage.

Nash argues that people’s need for finance while alive is more
urgent than their need for a benefit check when dead.

Cash Value vs. Death Benefit in Life Insurance
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responsible individuals—especially if they are the breadwinners in a
marriage and extra especially if they have young children—should
obtain adequate death benefit coverage immediately.

Incidentally, to say that the death benefit “replaces” the man obviously doesn’t mean in a full
literal sense. Yet this is no different from the case
of fire insurance: If your house burns down and
you lose family photos and other items of sentimental value, the check from the fire insurance
company won’t fully indemnify you in this case,
either. Nonetheless, there is definitely a sense in
which you can “fully insure” the “value” of your
home with a fire insurance policy of appropriate
size. By the same token, we can meaningfully
speak of “human life value” while recognizing
that money can’t buy everything.
Once the client agrees on how much death
benefit he wants to purchase, the next step—
in the typical process—is to find the cheapest
way to obtain such coverage. In other words, the

client wants to obtain the desired death benefit
with the smallest possible out-of-pocket contributions in the form of premium.
So far as it goes, there is nothing wrong with
the above, typical approach to life insurance.
Human life value is an incredibly important
concept, and responsible individuals—especially
if they are the breadwinners in a marriage and
extra especially if they have young children—
should obtain adequate death benefit coverage
immediately, to the extent that others are relying
upon their earning capacity. Furthermore, given
that you are going to lock in a certain amount of
death benefit coverage, you obviously will want
to do so on good terms, without “overpaying”
for it.

Nelson Nash Flips
the Conventional
Wisdom
Yet ironically, Nelson Nash’s
IBC flips the above priorities.
IBC is implemented through life
insurance—specifically, dividendpaying whole life insurance. Yet it
focuses on the so-called living benefits of whole life, rather than the
death benefit. Nash focuses on the
“banking” qualities of a whole life
insurance policy; these are what
allow you to “become your own
banker.”
Cash Value vs. Death Benefit in Life Insurance
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Not all insurance policies are created equal.
Even if we consider just a whole life insurance
policy, and even if we set the out-of-pocket cash
flows at a given schedule (with specified dollar
contributions in various years, throughout the
life of the policy), there are still different ways of
structuring the whole life policy. Depending on
how the policy is designed, the policy can either
start with a high death benefit and low
cash value, which then grows slowly.
Or, on the other end of the spectrum,
the policy can start with a low death
benefit and a high cash value, which
grows quickly over time. To repeat, you
can achieve these different outcomes—
or anything in between—with the
same out-of-pocket cashflow from the
owner into the policy over the years.
If a client wants an insurance policy
that takes full advantage of the “living benefits,” then the policy should be
designed in such a way that the cash
value growth is maximized. The necessary downside of this construction is
that the death benefit won’t be as high
as it otherwise would have been, with a
policy requiring the same cashflow but
enjoying lower cash value growth.
The reason such “Nelson Nash policies” or
“IBC policies” favor cash growth—at the expense of (initial) death benefit—is that the size
of the policy loan the company will offer, is limited by the cash value of the policy at that point.

Since the whole rationale of IBC is to “borrow
from yourself ” (by taking out policy loans tied
to the whole life policy), rather than borrowing
from outside lenders, the constraint on implementing IBC is always the total available cash
value in the whole life policy (or policies) that
the individual owns.

Death Benefit Still
Important, and Useful in IBC
I should stress just to avoid any confusion:
Someone who implements IBC must not
jeopardize the death benefit necessary to provide conventional protection for his or her dependents. In other words, just because a “Nelson Nash policy” minimizes the death benefit,

The constraint on implementing IBC is always the total available
cash value in the whole life policy (or policies) that the
individual owns.
Cash Value vs. Death Benefit in Life Insurance
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Someone who implements IBC must not jeopardize the death
benefit necessary to provide conventional protection for his or
her dependents.

doesn’t mean that the death benefit is irrelevant.

The PUA Rider

In particular, many younger people who start
out with a modest IBC-structured policy will
also carry (say) a 20- or 30-year term life insurance policy. This is because if the person happens
to die only a few years into the IBC process, he
or she may not have accumulated enough death
benefit to replace the human life value.

The specific mechanism by which a policy can
tilt toward cash value accumulation vs. (initial)
death benefit is the Paid Up Additions (PUA)
rider. The PUA rider is appended to a base policy, allowing the owner to make separate contributions above and beyond the contractual premium necessary to keep the base policy in force.

However, someone who implements IBC aggressively will eventually find that the death
benefit becomes quite significant, replacing the
term policy when it expires. The well-funded
whole life policy can then provide excellent flexibility for retirement (or what Nash prefers to
call “passive income”) and it opens up options
for estate planning because the death benefit
check(s) pass income tax-free to the named
beneficiaries.

When the owner makes a PUA contribution,
technically what’s happening is that he buys a
“mini” policy that is fully “paid up” (hence the
name). When a life insurance policy is “paid up,”
it means that the owner doesn’t have to put in
any more money; the life insurance company is
now on the hook to send the death benefit check
when the insured dies (or when he reaches the
age of maturity, such as 121 years).

Cash Value vs. Death Benefit in Life Insurance
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A Simple Numerical Example
To understand how a PUA changes things,
let’s first walk through the logic of a base policy without a PUA rider. Suppose a 25-year-old
woman has taken out a whole life insurance policy with a premium of $5,000 per year, and for
which the contract requires premium payments
throughout the entire life of the policy. In the
early years, the cash value associated with the
policy will rise year after year (with the $5,000
payments of the base premium), but the increase
will be sluggish. However, if the woman is in decent health, she will get a nice death benefit corresponding to this outlay of annual premiums.

many years; remember, she’s in good health and
is opening the policy at age 25. Contractually,
the young woman is on the hook for plugging in
$5,000 each year she sticks around. Actuarially
speaking, the insurance company expects that
by the time it will have to send a death benefit
check to her beneficiary, it will have received
many payments of $5,000 from her, which will
all have been rolling over earning returns from
their respective moments of receipt. This is why
the insurance company is willing to agree to offer a sizable death benefit (from the moment
the contract starts) in exchange for her promise
to send annual $5,000 payments as long as she
stays alive.
Now let’s think about the cash value. First of
all, how is it calculated? The textbook formula
says that the cash value is the actuarially expected, present discounted value of the future death
benefit to be paid, minus the flow of remaining premium payments. In plainer language,
the cash value is the “spot lump sum value right
now” of the big death benefit payment that will
come at an uncertain time, minus the “spot lump
sum value right now” of the smaller premium
payments that will last for an uncertain length
of time.

The reason for this pattern—an initially high
death benefit but sluggish growth of cash value—is that the woman probably won’t die for

As time passes and the woman faithfully
makes her premium payments, the cash value
grows. This makes sense, according to the formula we just described: With each passing year,
the (uncertain) payment of the death benefit
gets closer, and so its present value increases. In
addition, the (uncertain) number of remaining

When the owner makes a PUA contribution, technically what’s
happening is that he buys a “mini” policy that is fully “paid up”
(hence the name).
Cash Value vs. Death Benefit in Life Insurance
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premium payments to the company goes down
by one, and the entire schedule of payments is
shifted closer by one year, thus decreasing their
present value. The first number gets bigger, while
the second number gets smaller. The cash value
is the first number minus the second number,
so obviously each passing year makes the cash
value go up.
Now here’s the subtle but crucial point: Early
on, when the woman is still in her late 20s say,
these two effects exist but they’re not very potent. To see the role played by the PUA, though,
we just need to focus on why the second effect
(concerning the stream of remaining premium
payments) is not potent, early on. I’m going to
simplify things a bit to make the math easier,
but it will get the point across well enough, to
simply assume that the woman will die for sure
at age 80. That means that when she first opened

the policy at age 25, the company expected it
would get 55 annual installments of the $5,000
premium.
But now the woman gets through the first
year; she pays her first premium and lives to see
age 26. What happens to the present value of
the expected string of remaining premium payments? Instead of having 55 looming payments,
the company now expects it will receive only
54. The difference in the present value of those
streams however is much lower than $5,000,
because what’s “falling out” is the very-distant
$5,000 payment that was 55 years in the future
(and which is now only 54 years away).
For those who are comfortable with calculations, the two different valuations are performed
the following way, where r is the interest rate
used to turn future dollars into present dollars:

Table 1. Why Cash Value Grows Slowly, Early On
When Woman Is…		
				

Present Value of Remaining Premium Payments If Assume Death
Occurs at Age 80

Age 25			

$5,000/(1+r) + $5,000/(1+r)2 + … + $5,000/(1+r)54 + $5,000/(1+r)55

Age 26			

$5,000/(1+r) + $5,000/(1+r)2 + … + $5,000/(1+r)54

Cash Value vs. Death Benefit in Life Insurance
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Notice in Table 1 that the two streams of remaining premium payments are identical, except for the last term in the top row: $5,000/
(1+r)55. Bear with me; we’ll soon see why this
ends up being important to understanding the
PUA.
To repeat, early in the base whole life policy,
the passage of years doesn’t make the cash value jump very much, even though the woman is
paying the contractual base premium of $5,000.
The contribution to the cash value coming from
the reduction in the spot value of the remaining premium payments is very weak, early on,
because the terms that are “dropping out” of the
formula are heavily discounted. With our specific example, if the interest rate r is 5 percent,
then the spot value of the remaining premium
payments only drops by $5,000/(1.05)55 ≈ $342.

To be clear, this $342 is not the only thing
contributing to an increase in the cash value; we
also have to account for the fact that the death
benefit is one year closer. (Note also that we are
totally ignoring the overhead costs—including
agent commission—that in the real world will
affect the cash value an owner is promised in
the actual contract. Here we’re keeping things
as simple as possible by just looking at a few
textbook issues.) But it is the valuations of the
remaining premium payments that matter so
much for the PUA rider, which is why we’re focusing just on this one component of the cash
value formula.
Now that we’ve seen what happens early in
the policy, let’s zoom to the end, right before
the woman is expected to die:

Table 2. Why Cash Value Grows Faster, Later In the Policy
When Woman Is…		
				

Present Value of Remaining Premium Payments If Assume Death
Occurs at Age 80

Age 78			

$5,000/(1+r) + $5,000/(1+r)2

Age 79			

$5,000/(1+r)

rather than her $5,000 payments
each year being part of a long
string of contractually necessary
premium payments, suppose
instead each payment buys a selfcontained, fully funded, “mini”
policy.

Cash Value vs. Death Benefit in Life Insurance
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What we have just described in loose, intuitive terms is how the
PUA rider can supplement a traditional, base whole life policy in
order to make it more suitable for IBC.

At this point, there are far fewer premium
payments left (in an actuarially expected sense,
which for simplicity we are here representing by
the assumption that she dies at age 80 for sure).
When the woman is 78, and then makes another premium payment to carry her to age 79,
the term that “drops out” is now only discounted
by two years, not 55 years as was the case when
she first opened the policy at age 25.
With the same interest rate of 5 percent, the
change in the two streams in Table 2 is $5,000/
(1.05)2 ≈ $4,535, which is about thirteen times
greater than occurred in Table 1. What this illustrates is that as the woman goes from age 78
to age 79, the increase in the cash value due to
the fact that one of the premium payments has
“dropped out” is $4,535, whereas when she
went from age 25 to age 26, the “dropping out”
of that last premium payment only made her
cash value go up by $342.

Back to the PUA Rider
We demonstrated in the previous section that
if a woman aged 25 were willing to commit to a
lifetime stream of $5,000 annual premium payments, then she would get a large death benefit,
but the cash value would rise very slowly early
on in the policy, and would only pick up steam
years later.
In contrast, suppose instead she makes “oneoff ” arrangements each year with the insurance
Cash Value vs. Death Benefit in Life Insurance

company, where she gives them $5,000 for a
fully paid-up policy. In other words, rather than
her $5,000 payments each year being part of a
long string of contractually necessary premium
payments, suppose instead each payment buys a
self-contained, fully funded, “mini” policy.
There are two main implications of this new
approach. First, the death benefit associated
with each “mini” policy will be much lower than
what the insurance company promised for the
base policy. This is because with the fully funded
mini policies, the woman is not on the hook to
give any more money. (That’s why the mini policies are “paid up.”) The insurance company has
the $5,000, and expects it can put that money to
work in its portfolio until the woman dies at age
80, but that’s all the incoming funds it will get
for this specific (mini) policy. Therefore, it is obvious that the death benefit associated with this
particular policy, will be much much lower than
what was promised for a base whole life policy
with a $5,000 premium but where the contract
calls for a lifetime of premium payments.
On the other hand, the cash value of the mini
policy will shoot up very quickly with that first
premium payment, because it is the first and the
last premium payment. Remember the takeaway message from the previous section, with
our Tables 1 and 2: The passage of a year (and
the payment of a premium) contributed more to
the increase in cash value, as the last remaining
premium payment got closer and closer.
But since the mini policies are fully paid up
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after one premium payment, right out of the
starting gate the woman only has one remaining payment to make. It’s as if she’s already age
78, rather than age 25, in terms of our Tables
above. Her $5,000 payment toward the mini
policy causes a large increase in the cash value
(which starts at $0 before she’s put in any money), which is much larger than what happens if
she takes out a standard whole life policy with a
lifetime base premium of $5,000.
What we have just described in loose, intuitive terms is how the PUA rider can supplement
a traditional, base whole life policy in order to
make it more suitable for IBC. For a desired total out-of-pocket contribution into the policy,
a greater or smaller share can be earmarked for
the contractual base premium, with the remainder entering in the form of a PUA contribution. The more heavily the policy tilts toward
the PUA, the lower the initial death benefit but
the bigger the jump in cash value year after year.
On the other hand, the more heavily the policy
tilts toward base premium, then the higher the
initial death benefit but the smaller the jump in
cash value year after year.
Cash Value vs. Death Benefit in Life Insurance

Conclusion
Whenever I write articles describing the mechanics of whole life insurance policies, I am
forced to choose between simplicity and realism.
There are many factors I left out of the analysis
in the above, and even my numerical example
was not quite how actuaries would break down
the problem. But I hope I have given the reader
at least an intuitive understanding of how the
PUA rider transforms an ordinary whole life
policy into one that is specially configured as an
“IBC policy.”
As always, these discussions highlight the
importance of interested individuals finding
qualified financial professionals to answer their
specific questions and design insurance policies
tailored to the specific circumstances of their
households or businesses. This is precisely why
my colleagues and I set up the IBC Practitioner’s Program. The graduates are listed here:
www.InfiniteBanking.org/Finder. I strongly
encourage any reader interested in IBC to find
someone on this list to discuss matters further.
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Editors’ note: The following is Part II and the conclusion of an article based on the remarks Carlos Lara
made at the February 2014 Infinite Banking Concept (IBC) “Think Tank” in Birmingham, Alabama.
Although this is an annual event that is for IBC Practitioners, Lara’s remarks concerned the vision for the
Infinite Banking Institute, which includes its educational outreach to the general public. Consequently the
material in his talk is relevant to everyone who has an interest in IBC, whether a financial professional
or member of the general public.

Cc

On a blank sheet of paper, that night

at a local eating establishment in Birmingham,
Alabama three years ago, I drew for David Stearns the vision laid out in the introduction of our
book, How Privatized Banking Really Works.
Step by step, I talked this through with David—
my hand moving freely across the blank sheet of
paper as I drew various images on it as a way to
explain more explicitly the “new” idea contained
within the book’s pages.

the federal income tax, and the second was the
establishment of the Federal Reserve System.
These two actions made the crux of our modern
day problem, our monetary policy. Together these
laws have served to benefit a select few while financially enslaving the vast majority of the U.S.
population. Additionally, they have helped increase the expense and size of the federal government—a burden that is breaking the backs of
the remaining productive element of our society.

z

It is, as Ludwig von Mises
taught, an evil idea centered
on conquest and confiscation.
I began with a round circle at the top of the
page signifying our world, which we both knew,
was in a terrible mess. The problems associated
with this worldly mess are legion, yet over the
centuries intuitive thinkers have known that
governments and their legalized use of force have
been the true source of man’s grievances. It is, as
Ludwig von Mises taught, an evil idea centered
on conquest and confiscation.
In our own country in particular, this core problem was magnified with the passing of two laws,
both occurring in the very same year—1913.
The first of these laws was the establishment of
The Infinite Banking Institute: Our First Anniversary part II
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But lo and behold, all this took place over 100
years ago! So in effect we have all been born into
this corrupt system. Consequently, most of us
go through life feeling that this problem is simply too big to fix and nothing can really be done
about the matter.

Education. Once established, he proceeded to
take centuries of economic thought and screened
this literature by distilling it down to its sound
economic principles. Then, he began to publish
books, hold educational seminars, scholarly conferences, and educational programs to students of
all kinds in order to spread the message of Austrian economics to the nation and ultimately the
world.

The Courage to Change
Sixty-eight years ago, one man by the name of
Leonard Read singlehandedly set out to reverse
this trend using sound economic education. He
founded an economic educational institute and
named it FEE—The Foundation for Economic

FEE set the standard for a non-profit educational institute not supported by government or
big money and went on to spawn many other
such educational institutes, such as the Cato

z

This core problem was magnified with the passing of two
laws, both occurring in the very same year—1913.
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Institute and the Mises Institute to name two
prime examples. The thrust of this educational
idea was to reach out to all walks of life with the
hope that one day a leader would rise up and be
able to reach the highest echelons of government, and would finally put an end to the human
bondage FROM THE TOP DOWN TO THE
INDIVIDUAL. And such a leader did arise in
the personhood of Ron Paul, a disciple of none
other than Leonard Read himself. Ron Paul did
in fact educate millions of Americans in a way
no other Austrian had ever done before. Has it
worked? Not yet!

You see, there was another disciple of Read who
was approaching this world dilemma from an
entirely different angle—FROM THE BOTTOM UP. His name is Nelson Nash. His was
to be a grassroots movement that would spread
slowly, one individual at a time. His underground
best selling book Becoming Your Own Banker
spearheaded his version of the original educational idea started by Read. I became acquainted
with Nelson Nash shortly after he wrote his book
in 2000 and was most intrigued by his Infinite
Banking Concept (IBC). The idea was totally
original, but it was obvious that only an Austrian
thinker could have dreamed it. We continued to

z

There was another disciple of Read who was approaching this
world dilemma from an entirely different angle—FROM THE
BOTTOM UP. His name is Nelson Nash.
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stay in contact with each other and I attended
several of his Think Tanks in Birmingham at his
invitation. Our relationship grew to a steadfast
friendship.

The “New” Idea
In 2007 I developed the Fractional Reserve
Banking Slides, which are the identical slides now
incorporated into your IBC Practitioner’s Manual, and began showing them to bankers. Upon
seeing them, they were astonished! It quickly became clear to me that the people working for the
commercial banks, which are part of the Federal
Reserve System, had no idea how they were destroying our money. Yet they were so intrigued by
these slides that they soon had me on a speaking
circuit of sorts and I was making these presentations to other bankers in other cities throughout
the southeast. As a reminder, all this was happening just before the great financial crisis occurred
in the fall of 2008 and at the time all seemed well
with the economy—except to the Austrians.
Earlier that year I had met economist Robert

Murphy and soon had him examine Nelson’s
book. What we both knew was that Austrians
were the best at diagnosing the problem, however, the educational solution has been entirely
too slow and was lacking a personal incentive
to drive it. But when I explained to Robert that
IBC was really “privatized banking”—the second step of the three steps to the Sound Money
Solution—he literally recoiled in his seat as this
realization hit him with full force. Obviously, in
order to ignite a fire to the educational process ,
the “new” idea had to involve the integration of
Austrian Economics with Privatized Banking,
as described by Nelson Nash’s Infinite Banking
Concept. This is the idea we wrote about in our
book, How Privatized Banking Really Works. It
was launched in 2010 at a conference in Nashville for the general public we named A Night of
Clarity.
Of course the key to successfully disseminating this new solution was to teach IBC to the
750,000 financial professionals in the United
States. Since these are the individuals that speak
with people about their money on a daily basis,
they would become the educators of IBC for the

z

It quickly became clear to
me that the people working
for the commercial banks,
which are part of the Federal
Reserve System, had no idea
how they were destroying
our money.
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masses. With each financial professional having a
client base of 200-300 individuals, we start to see
that this IBC solution if propelled in this manner
has a built–in incentive! Now, by joining forces
with our fellow Austrians and the outreach of
their educational institutes, our combined efforts
yield greater results and our solution grows that
much faster. IBC is not only Austrian economics
in action, but it is also the magnetism at the very
center of The Sound Money Solution that allows
for the achievement of the 10%. So, yes! Public
opinion can change and inflation can be stopped.
It’s just a matter of time.

And yet, when implementing IBC our intent
is to change nothing. When we practice IBC
we are merely seceding from our present corrupt
money systems. In the very same way FedEx went
around the U.S. Postal Service, we too are simply
going around the great world problem altogether.
More importantly, we are doing it peacefully and
legally. Today, there are literally thousands being
helped with this solution and everyone wins. As
we stand back and look at this big picture of our
vision can we all see where we are going and isn’t
great to see it?

z

The key to successfully disseminating this new solution was
to teach IBC to the 750,000 financial professionals in the
United States.
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As Austrians had predicted, the largest of the
inflated economic bubbles finally blew up in 2008
and ushered in a wave of painful consequences for
Americans. In the aftermath of the crisis many
financial opportunists, seeing an opportunity to
make money by capitalizing on the public’s fear,
grabbed the IBC solution for themselves. Many

z

More importantly, we are
doing it peacefully and legally.

IBC practitioner. When we got back on the plane
and returned home we had no way of knowing
what these good people who had heard our message were actually being sold. The situation quite
obviously became untenable and clarification of
the IBC theory in a scholarly format became absolutely necessary. In July of 2012, Nelson Nash,
David Stearns, Robert Murphy and myself laid
out the vision for the IBC Practitioner Program
we now have today. So bottom line, the reason we
created the program was so that we could place
the public into the hands of financial professionals we could trust.
It is not merely the fact that the IBC Practitioner must take a rigorous exam and obtain a passing score to become accredited, but rather it is the
signed agreement that the practitioner executes

times even renaming it. Others began misrepresenting it,
misusing it, and abusing it. So
naturally the public became
confused. The wrong types of
policies were being sold as IBC
policies and many of these false
IBC policies failed. Several
lawsuits ensued. Soon, the Internet became inundated with
scam articles about IBC. This
was a difficult period for loyal
IBC Practitioners and insurance companies that supported the concept. Unfortunately,
a lot of this type of nonsense is
still going on today.
Sometimes Robert Murphy and I spoke to audiences
without us knowing the background of the financial professional who hired us, other than
his or her claim of being an
The Infinite Banking Institute: Our First Anniversary part II
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with us that gives us that trust. That signed document not only protects the public, but it protects
everyone else that is a part of the program. Now
we can spread the message everywhere and simply bring the public to you, the Authorized IBC
Practitioner.
For the reasons already mentioned I implore
all Authorized IBC Practitioners to uphold IBC.
There is only one creator of the concept and that
is Nelson Nash and there is only one IBC. In
all of your public relations and selling endeavors
please do your part in keeping the public out of
confusion.

2014 Night of Clarity—August
15th and 16th
I have only one message about this year’s Night
of Clarity. Be there! Remember that the Night
of Clarity is specifically for the general public.
Here, in one place over two days, you will have
nationally known Austrian academics and Austrian speakers diagnosing the problem and providing your guests this powerful solution. By the
second day the light comes on for most attendees
and they are ready to implement it. This year our
headline speaker will be former Congressman

and U.S. Budget Director under Ronald Reagan,
David Stockman. It all takes place in Music City
U.S.A.—Nashville. You will not want to miss it.

Austrian Economics and IBC
Are Growing
Remember that before the book Becoming Your
Own Banker came into print Nelson Nash was an
Austrian. Today, Austrian economics is the Authorized IBC Practitioner’s signature trademark.
Embrace it! It is what sets IBC and its graduates
apart from anyone else in the financial services
sector. Recognize that we stand today on the
shoulders of giants that went before us with great
courage and conviction to speak the truth boldly
and without fear. We should be ever mindful of
the heritage we have been grafted into. The Austrian School is undisputedly unique and different
from mainstream economics. It is not enough to
simply say we are free market libertarians. Mainstream economists sometimes use those taglines
to refer to themselves too. The same goes for
politicians. For example, what politician do you
know, on either side of the fence, who would not
say they were not free market proponents or lovers of liberty? Know who you are.

z

This year our headline
speaker will be former
Congressman and U.S.
Budget Director under
Ronald Reagan,
David Stockman.
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I am going to suggest that you change your image and stop
selling. Instead seek to become a powerful ambassador of IBC
and Austrian economics.
Besides being IBC Practitioners, our view of
the world and how economies work is purely
Austrian. It is the legacy Nelson leaves with us.
Be mindful that our particular battle over the
minds of men has a specific purpose and it is
continuous. It does not stop until sound economic thinking returns to the world. It is what all
Austrians want. Therefore, seek to emulate men
like Leonard Read, Henry Hazlitt, Ron Paul, and
Nelson Nash. None is an academic and yet without them and what they did, each in their own
way, the torch of the Austrian School could have
gone out years ago. We need both, the scholar
and the intellectual. And now it is your turn. We
need you—the people need you. I am going to
suggest that you change your image and stop selling. Instead seek to become a powerful ambassador of IBC and Austrian economics. You have
already taken the first step, now let’s finish the
job together. And don’t forget, ours is a two-fold
mission. After you close the deal and sign the
application paperwork, make sure you thank the
client for having just become a part of the greater
solution. When they say, “What do you mean, the

greater solution?” “Hah,” you say, “do you have
an extra minute? Let me explain.” Then you go
on and tell them, because here with IBC we finally have a solution that answers the question
of what one individual can actually do that will
make a difference in an economic environment
that has gone terribly awry.

Conclusion
I conclude with a short story from one of Nelson
Nash’s favorite writers, the great Albert J. Nock.
The story sounds a bit religious, but you have to
keep in mind that Nock was a priest as well as
a great Austrian intellectual. I’ll paraphrase the
story to save time, but I don’t want you to miss
the closing point.
This story is about the prophet Isaiah and the
job that he was given. His story begins in chapter
6 of that particular book of the Bible with his
name. It begins with this statement:

The Infinite Banking Institute: Our First Anniversary part II

27

LMR

APRIL 2014

“In the year King Uzziah’s died, I saw the
Lord…”
Now, that particular king, King Uzziah, reigned
for half a century. It was an unusually long time
and a very prosperous reign. He was a good king,
but then toward the end of his kingship things
go bad and it peters out and crashes. So, it is in
the year of his death that the LORD pays a visit
to Isaiah and commissions the prophet to go out
and warn the people.
“Tell them I don’t like what’s going on! That
what they are doing is wrong and tell them why
it’s wrong. Make it clear what’s going to happen
to them if they don’t change and straighten up.
Don’t mince any words Isaiah. Tell them it’s their
last chance! Give it to them good and hard and
keep on giving it to them.
Oh, and I suppose I ought to tell you this too
Isaiah. It won’t do any good. The official class
and their intelligencia will turn up their noses
at you—and the masses? —forget it. They won’t
even listen. They will keep doing what they are
doing until they bring the whole thing down to total destruction. And, you Isaiah—you will probably be lucky to get out with your life.”
Now, I ask you. Would you take on an assignment like that? If you know it’s not going to work
anyway, why would you even start? Did you know
that these are the very same marching orders the
LORD gave to Jonah the prophet? He’s the one
that got swallowed up by the giant fish if you will
remember. But, Jonah unlike Isaiah, flat out told
God he didn’t want any part of that job and ran
off into hiding.
And, what about Elijah? Remember him?
Same thing! He fled as far away as he could, but
not from cowardice—his enemies were actually
in hot pursuit. I mean for real, they were coming

after him to kill him! When GOD finally caught
up with him he said, “Elijah what are you doing?
Didn’t I tell you to go out and warn the people?
What are you doing way out here?”
Elijah, afraid and trembling, said, “You don’t
understand Lord, I just barely escaped by the
skin of my teeth, and Lord, I am the only one left
who believes in our message, and if they kill me
no one will be left to speak it!”
And the LORD said “No Elijah—no. There is
a remnant and they are waiting for you. They will
listen.”
IBC Practitioners—I submit to you that the
10% is the remnant. They will listen and they are
waiting for us.
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Interview with Doug McGuff

How Government Ruins Health Care

I

I

A PRI
PRIL 2014

Doug McGuff, MD graduated in 1989 from the University of

Texas Medical School at San Antonio. He went on to train in Emergency
Medicine at the University of Arkansas for Medical Sciences at Little
Rock where he served as Chief Resident. From there, Dr. McGuff served
as Faculty in the Wright State University Emergency Medicine Residency
and was a staff Emergency Physician at Wright-Patterson AFB Hospital.
Throughout his career McGuff has maintained his interest in high intensity exercise. He realized a lifelong dream when he opened Ultimate
Exercise in 1997. In addition to his work at Ultimate Exercise, McGuff is
a partner with Blue Ridge Emergency Physicians, P.A.
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McGuff is an avid reader of free market literature and is currently coauthoring a book on U.S. health care with Robert P. Murphy.

Lara-Murphy Report: When we were Doug McGuff:
looking for someone to explain what was happening “on the ground” with ObamaCare, we
knew you were the guy: Not only were you an
MD working in the Emergency Room (ER),
but you are quite familiar with the free market literature, including the work of Austrian
School economists such as Friedrich Hayek and
George Reisman. How did you embrace the
ideas of liberty, while pursuing a career in medicine?

How Government Ruins Health Care

I really did not seriously
embrace liberty until I was in the second year
of my emergency medicine residency. The thing
that made me receptive to the idea of liberty was
the realization that I was a slave! Working in
the ER, I began to realize the full implication of
the EMTALA law (Emergency Medical Treatment and Active Labor Act, passed in 1986 under President Reagan). This law requires ERs
to see and provide treatment for all that show
up, regardless of ability (or intention) of paying.
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The second major influence was one of my attendings, William Allen, MD. I was working a
night shift one night when I came to ask him a
question and I found him reading “The Voice of
Reason” by Ayn Rand. I asked him if it was any
good and he said, “Here...take it home and decide for yourself.” Given the backdrop of my experience in the ER, it was life-changing. From
there I devoured all I could on the subject of liberty and capitalism. Dr. Allen gave me Human
Action by [Ludwig] von Mises and Capitalism
by George Reisman. It took me about 3 years,
but I managed to read both of these tomes. I

start plummeting from 33,000 feet, but it seems
a lot worse when you are about 10 feet off the
ground. Seriously though, as much as people are
up in arms over the law as it pertains to healthcare, it really is no different than the quasi-socialized, pseudo-market healthcare we have had
for decades. The only difference now is that participation is mandatory. This is where the real
shift comes from. For the first time in the history of our country you can be taxed for a nonaction (i.e. not buying health care “insurance”).

“The thing that made me
receptive to the idea of liberty
was the realization that I was
a slave!”

have continued to have an interest in capitalism
and how it might apply to medicine. Working
in the ER allows one to see all of the failings
of social engineering up close and personal and
provides lots of “grist for the mill” so to speak.

LMR: Many people believe that the Afford-

able Care Act—aka “ObamaCare”—marked a
qualitative shift in the move towards socialized
medicine. Others say it’s just the next logical
step in a progression that’s been in motion for
decades. What’s your take?

DM:

Well...it is sort of like a plane crash. You

How Government Ruins Health Care

The descent started to take place in the 1930s
when doctors organized to form a type of insurance that paid for all medical activity (really, this
was not insurance, but rather pre-paid health
care). In order to be able to make the premiums
affordable, the doctors sought legislative action
so that the premiums could be paid with pretax dollars. The government agreed to do so in
exchange for a “community rating” (the same
premium regardless of age, risk or pre-existing
conditions). The docs agreed and Blue Cross/
Blue Shield was born.
Over time, the moral hazard of the community rating began to become a problem and
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there began a movement for the government to
care for the higher risk elements in healthcare:
the poor and the elderly. Through a long series
of government interventions such as wage and
price controls in World War II, and the funding of graduate medical education by the government in exchange for caring for the indigent
at teaching hospitals, there finally was enough
market signal distortion occurring to result in
the passage of Medicare and Medicaid in the
1960s. Since then there has been massive cost
shifting onto the private sector to try to prop
up this Ponzi scheme from one election to the

“For the first time in the
history of our country you
can be taxed for a nonaction (i.e. not buying health
care ‘insurance’).”

How Government Ruins Health Care

next, resulting in the monstrosity we have now.
To hear the details of the stepwise process that
got us where we are now, go to Youtube and
watch my lecture entitled “Fitness, Health and
Liberty.”

LMR: Can you give us some personal anec-

dotes to illustrate how broken the current system is?

DM:

How long do you have? There is literally
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“There finally was enough
market signal distortion
occurring to result in the
“ passage of Medicare and
Medicaid in the 1960s.”

not a single facet of my medical practice that is
not negatively impacted by this mess. EMTALA mandates that I see all patients regardless of
their ability or intent of paying. I provide hundreds of thousands of dollars of uncompensated
care per year. I have federal laws regulating every
facet of my practice, coming from multiple different unelected agencies. So many of these laws
are contradictory to each other that I probably
have to commit at least a dozen felonies a day
just to practice good medicine. The Joint Commission and CMS [Centers for Medicare and
Medicaid Services] have policies to address the
national crisis of inadequate pain management,
while the DEA [Drug Enforcement Agency]

How Government Ruins Health Care

is monitoring for overuse of narcotic analgesia.
CMS is monitoring my “door to doctor time” as
part of their “pay for performance” but due to
overcrowding of the ER (largely due to EMTALA) we have to put patients in hall beds. However, hall beds and overcrowding risks HIPAA
privacy violations when patients get crowded
enough to overhear sensitive health information. The requirement to use electronic medical
records (protected from competition by government licensing) has done more to impede my
efficiency than anything in my career.
CMS has incredibly complex (and constantly
changing) criteria for the requirements a pa-
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tient has to meet to “qualify” for an inpatient
admission, and there is a small army of “case
managers” who carry around a giant rulebook
to determine whether a patient that a doctor
wants to admit can be brought in. Many times,
the admission is denied and the patient is shuttled to home health, a nursing home or hospice.
Many that are admitted have their payments
retrospectively denied by CMS, even despite
our efforts to “check all the boxes.” Once a patient is admitted, there is immense pressure to
discharge them quickly because of DRGs [Diagnostic Related Grouping] which are basically

“So many of these laws are
contradictory to each other that I
probably have to commit at least
a dozen felonies a day just to
practice good medicine.”

How Government Ruins Health Care

inpatient price controls that
limit payouts by only paying
for a certain amount of time in
the hospital for a certain diagnosis. This creates pressure to
discharge patients prematurely,
resulting in a lot of bouncebacks. CMS’s response to these
bounce-backs is “the 30 day
rule” which states that CMS
will not pay for any readmissions that occur within 30
days of a hospitalization. Once
again, patients that should be
readmitted may be shuttled to
home health, nursing homes or
hospice. While the re-admit numbers are trending down (which CMS points to as a success or
a “quality indicator”), I believe that if we drill
down, we may find that there are dead bodies
hidden in those numbers (literally). Patients
who are diverted to hospice or nursing homes,
or even home health, and die there will not be
counted in hospital mortality or safety statistics,
and they will no longer consume funds. There
has been lots of concern about possible “death
panels,” but from my standpoint, those are not
needed if you have these sorts of incentives in
place.
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“I believe that if we drill down, we may find
that there are dead bodies hidden in those
numbers (literally).”

LMR: When people start to realize just how

unworkable the current approach is, they often
become suspicious and even paranoid: “Was
this legislation designed to fail? How could any
politicians think this would actually work?!” In
other words, we come back to the age-old question: Are the people in DC really that sinister, or
are they just plain ignorant? What’s your take?

DM:

We may never learn who shot Kennedy,
or if this new health legislation was designed to
fail. What is certain is that it is a mathematical impossibility. You cannot cover everyone and
provide the breadth of coverage that the law
requires without “premiums” being impossibly
high. I use the word “premium” facetiously because this is NOT insurance. Insurance requires
underwriting...some means of assessing for and
charging for risk. When you go to healthcare.
gov and “shop” there are no questions that assess risk. You will be asked your age, where you
live and most importantly, your income level.
This is just a giant monument to the progressive
proclivity for pragmatism. It is simply the Frankenstein’s monster that they were able to cobble
together behind closed doors and get passed under a technicality. I have no doubt that when it
does fall apart they will blame the failure on the
How Government Ruins Health Care

greedy private sector and offer a “single payer”
system as the only possible solution.
If you look over the entire history of the
healthcare debacle you will see that the political
class is both sinister and ignorant. Their most
important characteristics however, are that they
are pragmatic and persistent. By pragmatic, I
mean without philosophy or principles...they
will give up and sell out anyone or anything to
gain an incremental step in the direction they
want to go. By persistent, I mean they are not
deterred by failure. They will come back again
and again until they get even a little piece by...
and then they double down...over decades. This
is not just liberals I’m talking about. Ronald
Reagan gave us EMTALA and Newt Gingrich
gave us the requirements to use EMRs [electronic medical records] and these are the two
most destructive elements in my practice on a
day-by-day basis.

LMR:

Now that you’ve thoroughly depressed
our readers, are there any rays of optimism? Can
individual households take steps to free themselves from this nightmarish health care system
our leaders have designed?
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“My other advice is to
get and stay healthy.
Only by staying out of
the belly of this beast
can you truly win.”

DM:

My only source of optimism is predicated on enforcement of the ACA [Affordable Care Act, aka “ObamaCare”] as it is
written. The President has issued 29 executive orders delaying certain elements of this
law, either until midterm elections are over, or
even his tenure as president. I think we must
insist that the law be enforced as it as written
(especially since all the penalties are still in
place despite the assurances of our President).
Only this way will the blame end up landing
exactly where it belongs.

Since this won’t likely happen, my other advice is to get and stay healthy. Only by staying
out of the belly of this beast can you truly win.
If enough people are able to do so, you can even
starve the beast of its power.
This can be accomplished by following a
lifestyle that promotes optimal health. I recommend Mark Sisson’s The Primal Blueprint
as a good starting point. As for exercise, I recommend my own book Body by Science which
endorses a high intensity, low-force and timeefficient means of getting in the best shape possible.
Once you have addressed optimizing your
health, I suggest getting a private cash-only or
concierge doctor to help you navigate the system
when you do need help. To learn more check out
the blog at westandfirm.org.
As Forrest Gump says..... “And that’s all I
have to say about that.”

How Government Ruins Health Care
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Events and

Engagements
2014
June 11 • Washington DC
Murphy presents free-market perspective on carbon emissions

•
July 20-26 • Auburn, AL

Murphy teaches Austrian economics at Mises University

•
August 15-16 • Nashville TN
Lara and Murphy host “Night of Clarity” featuring David Stockman and Nelson Nash

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.

