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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

Dear Readers,

The total number of casualties in World War I was estimated at 37 million people. World War II 
deaths totaled approximately 75 million of which 35 million were civilians. These statistics impress 
upon us how merciless modern war can be. Mises’ insight on the nature of war and its irrationality 
compels us to think deeply on the matter while at the same time convicts us.

War neither spares the infant or pregnant woman, nor does it respect the rights of neutrals. It is 
indiscriminate destruction and killing. In between these two destructive wars was a period of worldwide 
economic depression, which only added to the human suffering. The hope is that one day soon we 
can all come to recognize that war and depressions are man made. But if we seek to abolish war and 
depressions, we must first eliminate their root causes. So long as there are people who believe that history 
or geography gives them the right to conquer other races or nations, there can never be any peace. It 
is the spirit of conquest that must be defeated while limiting government activities that interfere with 
protecting the sanctity of life and private property. Government must not be used to exact harm or 
destruction on anyone, including the foreigner.

If war is regarded as advantageous to society, no laws can ever stand in its way. Peace can never be 
obtained through war and, economically speaking, war is just bad business. History demonstrates that 
war only enriches some at the great and tragic expense of others. Wealth is not being created by war; 
only a shifting of wealth and income is being achieved.

“War prosperity is like the prosperity that an earthquake or a plague brings. The earthquake means 
good business for construction workers, and cholera improves the business of physicians, pharmacists, 
and undertakers; but no one has for that reason yet sought to celebrate earthquakes and cholera as 
stimulators of the productive forces in the general interest.”

—Ludwig von Mises

As IBC Practitioners and those seeking to build the 10% we must always recognize that the masses, 
in their capacity as consumers, ultimately determine everybody’s revenue and wealth. The idea is to 
serve them, not destroy them. It is the most humanitarian effort we can be called on to extend. It is 
not true that some are poor because others are wealthy. As Mises taught, those who grow rich in the 
market do so by serving the consumers better than others. Even once wealth is achieved, in order for an 
entrepreneur to preserve it, the consumer must be continuously served. The natural incentive found in 
the spreading of the IBC message, which is centered on the individual’s effort in serving the individual, 
is what drives the building of the 10% and eventually the masses. This is why our education must 
continue as we work together to serve.

Sincerely,
Carlos and Bob

Lara-Murphy Report
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ReCent deveLoPMents tHat May be of InteRest to ReadeRs of tHe LaRa-MuRPHy RePoRt…

PuLse On the MaRket
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MORE PREdiCTABLE RESULTS OF OBAMACARE
In last month’s issue of the LMR, Murphy wrote about the predictable results 
of the Affordable Care Act, a.ka. “ObamaCare.” We continue to see these 
obvious effects roll in. For example, Home Depot is cutting its medical benefits 
for some 20,000 part-time employees, since they can now be covered on the 
state-based exchanges (and companies are not obligated to provide coverage 
for part-time employees). Trader Joe’s is doing the same: Telling its part-time 
employees that they should now get medical coverage through ObamaCare. 
In a different but related story, UPS announced that it will no longer provide 
coverage for the spouses of its employees, if they can obtain coverage elsewhere.

The  fruits  of  Ob a m aC are

Pulse on the Market

HUFFiNGTON POST ANd RECOvERiNG MiSES’ LOST PAPERS
Steve Mariotti is the founder of the Network for Teaching Entrepreneurship. 
He has recently written two pieces on Ludwig von Mises for—of all places!—
the Huffington Post. The latest, which ran on September 23, discusses Night of 
Clarity regular (and professor of Robert Murphy) Richard Ebeling’s Indiana 
Jones-esque adventure in recovering the lost papers of Mises after they fell into 
first Nazi, then Soviet, hands. The fascinating story is available at: http://www.
huffingtonpost.com/steve-mariotti/saving-the-ludwig-von-mis_b_3964689.
html. 

huffPo Covers  Mises

BiG GOvERNMENT dOLES OUT WEALTH TO iTS FRiENdS
The Mises Institute’s Joe Salerno reports that according to new Census data, 
“average household (inflation-adjusted) income has jumped by 23.3% to 
$66,583 in D.C. between 2000 and 2012.  During the same period median 
household income for the rest of the country has fallen by 6.6%, from $55,030 
to $51,371.” In related and shocking news, billionaire Charles Munger—Vice 
Chairman at Berkshire Hathaway—said at a conference that Americans should 
“thank God” their government bailed out the banks. But he added, “Now, if 
you talk about bailouts for everybody else, there comes a place where if you just 
start bailing out all the individuals instead of telling them to adapt, the culture 
dies.” Then he also said, “There’s danger in just shoveling out money to people 
who say, ‘My life is a little harder than it used to be,’…At a certain place you’ve 
got to say to the people, ‘Suck it in and cope, buddy. Suck it in and cope.’”

Big  government good for  some 



6 L M R  S E P T E M B E R  2 0 1 3

ReCent deveLoPMents tHat May be of InteRest to ReadeRs of tHe LaRa-MuRPHy RePoRt…

PuLse On the MaRket

6 L M R  S e p t e m b e r  2 0 1 3

Pulse on the Market

dEALB%K iNTERviEWS AUSTRiAN iNvESTOR
Last month the LMR interviewed hedge fund manager Mark Spitznagel, whose 
new book The Dao of Capital explains his reliance on Austrian economics in his 
unorthodox investment moves. The New York Times financial blog “DealB%k” 
ran its own story about Spitznagel on September 24, available at: http://
dealbook.nytimes.com/2013/09/24/a-hedge-fund-manager-who-doesnt-
mind-a-losing-bet/. Here are the opening lines from Alexandra Stevenson’s 
article: “Meet Mark Spitznagel, the hedge fund manager who doesn’t mind 
a losing bet. Mr. Spitznagel, the founder of Universa Investments, which has 
around $6 billion in assets under management, says the stock market is going 
to fall by at least 40 percent in one great market “purge.” Until then, he is 
paying for the option to short the market at just that point, losing money each 
time he does.…Mr. Spitznagel has gained credibility in the investment world 
by predicting two market routs in the past decade, first in 2000 and then in 
2008.”

sp itznagel ’s  spl ash

PAUL KRUGMAN UNWiTTiNGLY CONFiRMS SARAH 
PALiN’S WARNiNGS
We at the LMR understand full well that our financial woes are a bipartisan 
product; the Republicans who rail against deficit spending and ObamaCare had 
no problem running up the debt and providing prescription drug benefits when 
they had total control under George W. Bush. Nonetheless, it’s funny to see arch 
Keynesian Paul Krugman confirm Sarah Palin’s warnings about “death panels” 
when he wrote (9/21/13) at his NYT blog: “Everyone who’s serious about 
the budget realizes that to the extent we do have a long-run fiscal problem…
it’s mainly about health care costs…Meanwhile, we have ample evidence that 
we do know how to control health costs. Every other advanced country does 
it better than we do — and Medicaid does it far better than private insurance, 
and better than Medicare too. It does it by being willing to say no, which 
lets it extract lower prices and refuse some low-payoff medical procedures. 
… But the problems of access, such as they are, would largely go away if 
most of the health insurance system were run like Medicaid, since doctors 
wouldn’t have so many patients able and willing to pay more…”

krugm an Endorses  Pal in? !
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Does Bernanke himself have an exit strategy?
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Does Bernanke himself 
have an exit strategy?

by Robert P. Murphy
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In terms of sheer size, the Fed’s assets have risen from about 

$910 billion in late August 2008 to $3.64 trillion five years 

later.

let the economy crash on the next guy (or gal)’s 
watch. This too would simply repeat history, as 
I’ll show in this article.

The Fed’s Balance Sheet
Let’s first review just what Bernanke (and his 

fellow Federal Open Market Committee mem-
bers) have done since the crisis struck in Sep-
tember 2008:

When Federal Reserve chair Ben Ber-
nanke first began the massive expansion of the 
Fed’s balance sheet (see Figure 1 below), it was 
common for people to ask, “Does Bernanke 
have an exit strategy?” Even though he claimed 
on 60 Minutes that he was “100 percent” confi-
dent he could control the situation,1 Bernanke 
has painted himself—and us—into a corner. 
Ironically, with the recent surprise “non-taper” 
announcement, it looks like Bernanke is buying 
himself just enough time to exit the scene and 

Does Bernanke himself have an exit strategy?

Figure 1. Federal Reserve Balance Sheet, 2008 – present.
SOURCE: http://upload.wikimedia.org/wikipedia/commons/0/08/US_Federal_Reserve_balance_sheet_total.png
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In terms of sheer size, the Fed’s assets have ris-
en from about $910 billion in late August 2008 
to $3.64 trillion five years later.2 Furthermore, as 
Figure 1 above indicates, the composition of the 
Fed’s assets has also changed. Before the crisis, 
the vast bulk of the Fed’s holdings consisted of 
Treasury securities. Yet now, although Treasur-
ies constitute a large portion, the Fed is also car-
rying an enormous amount of mortgage-backed 
securities, and a sizable chunk of Federal agency 
debt securities (which means bonds issued by 
government-backed agencies such as Fannie 
Mae and Freddie Mac).

Thus the Fed is not only underwriting huge 
government deficits, but it is also focusing on 

the housing market in an unprecedented fash-
ion. If the Fed had to quickly unwind its posi-
tion for some reason—meaning it had to hold 
a firesale on its assets—it would not only drive 
up Treasury yields, but it would also crash the 
housing market (again).

This Economy Is Fragile: 
Handle With Care

To see just how addicted the U.S. economy 
has become to the Fed’s interventions, look at 
Figure 2, which shows the relationship between 
Fed assets and the S&P 500:

Does Bernanke himself have an exit strategy?

Figure 2. Federal Reserve Assets (blue) versus S&P500 (red)
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As Figure 2 shows, since early 2009 with the first “QE” announcement, the S&P500 has moved 
more or less in lockstep with the Fed’s balance sheet. This is hardly reassuring for anyone who thinks 
that printing money (or creating bank reserves electronically) is not a substitute for genuine saving 
and investment.

Here’s another way of putting the matter: Consider Figure 3, which shows the S&P500 over a 
longer time span:

Does Bernanke himself have an exit strategy?

Figure 3. S&P500 Index

If the Fed had to quickly unwind its position for some 

reason—meaning it had to hold a firesale on its assets—it 

would not only drive up Treasury yields, but it would also 

crash the housing market (again).
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Notice that the stock market is now well above 
its previous peak. What possible “fundamental” 
reason could push it up that high? Is it because 
everybody feels really confident about the health 
of the U.S. economy, going forward, such that 
the stock market is now bid up to higher than it 
was at the peak of the euphoric housing bubble 
years?

Here are two other recent episodes to confirm 
just how much Fed policy is driving the market: 
When Larry Summers withdrew his name from 
consideration to be Bernanke’s replacement, U.S. 
stock indices jumped by more than 1 percent-
age point.3 Presumably, this is because markets 
expected Summers to be more hawkish than 
Yellen. However, the markets had already been 
pricing in the possibility that Summers might 
not be the pick, meaning the actual difference 

attributed to the two candidates (Summers vs. 
Yellen) is more significant than the mere move 
in markets after his announcement. When we 
realize that Summers and Yellen are actually 
very similar in their viewpoints—they are much 
closer to each other than to, say, Carlos Lara or 
Bob Murphy—then it becomes chilling to see 
how much even slight differences in promises of 
money pumping can move the market indices.

The other episode is the Fed’s decision to 
postpone its “tapering,” meaning the Fed will 
continue to acquire net bonds at the rate of $85 
billion per month. This was a surprise, since the 
markets had been led to believe that the Fed 
would announce this month (September 2013) 
a slowdown in its purchases. In reaction to the 
“good news” of more inflation, the S&P500 
jumped 1.2 percent.4

Does Bernanke himself have an exit strategy?

Since early 2009 with the first “QE” announcement, the 

S&P500 has moved more or less in lockstep with the Fed’s 

balance sheet.
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Bernanke’s Personal Exit 
Strategy?

Although it may be foolish to speculate on 
such matters, I can’t help but point out that 
Bernanke seems to be preparing himself a clean 
getaway. He is expected to hand over the keys 
to his successor in January 2014. Whoever this 
poor soul is, he or she will have to keep pump-
ing in money, or face a declining stock market 
and the wrath of Wall Street tycoons, not to 
mention homebuilders and everyone else who 
has been deluded into thinking that rising stock 

Does Bernanke himself have an exit strategy?

Figure 4. Percentage Changes in Quarterly Average of S&P500

and real estate prices are the mark of a healthy 
economy, regardless of how these surges are en-
gineered.

I do not mean to suggest that Ben Bernan-
ke himself is running the show; far from it, as 
readers know from Carlos’ running series on the 
intricate power structure at work in our politi-
cal and monetary affairs. However, it is certainly 
interesting to note that the last two Fed chairs 
pumped up bubbles and then fled the scene of 
the crime. I lay it out in Figure 4.

I can’t help but point out that Bernanke seems to be 

preparing himself a clean getaway.
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Does Bernanke himself have an exit strategy?
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It is certainly interesting to note that the last two Fed chairs 

pumped up bubbles and then fled the scene of the crime.

Conclusion
Students of Austrian economics know better 

than anyone that human action is not subject to 
precise mathematical prediction. Patterns that 
existed in the past may suddenly disappear. 

Even so, I am confident in stating that our 
current “recovery” is built on quicksand, and 
that the stock market in particular has been 

propped up by the Fed’s inflation, rather than a 
genuine improvement in the economic outlook. 
Whether this means a sharp crash, or a gradual 
decline, is less clear, but either way, the Fed can’t 
continue with its present course. The longer they 
pump in money, the worse the withdrawal pains 
when they are forced to go cold turkey—assum-
ing they will have the guts to do so.
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Who Runs the World? Part II

WHO RUNS
the WORLD?

PART 2

By L. CARLOS LARA

14 L M R  S e p t e m b e r  2 0 1 3
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THiS LMR ARTiCLE, the second in 
a series, is exploring an issue that makes many 
people uncomfortable, including us. We have 
all heard sensational “conspiracy theories” about 
nefarious groups pulling the strings of the poli-
ticians and effectively running the world from 
behind the scenes. It is true that much, perhaps 
most, of what is written in this genre consists of 
either unwarranted leaps or outright falsehoods. 
Even so, there really is something here. The pa-
tient individual can weed through the specula-
tions and exaggerations and find solid, scholarly 
evidence that there is more than meets the eye 
when it comes to world events. In last month’s 
issue, I alluded to a “secret plan” conceived by 
one individual over one hundred years ago—
a man whose name we will reveal later in this 
writing. Murray N. Rothbard in his monograph 
entitled, “Wall Street, Banks and American For-
eign Policy” verified this secretive plot. There 
are many credible scholars—people who choose 

their words carefully and are by no means “para-
noid”—who calmly argue that significant his-
torical and current events in society, politics, 
monetary and foreign policy are orchestrated 
by an elite power group through many front 
organizations consisting of banks, foundations, 
trusts, think tanks, and publishing entities.

The main source for this material comes from 
a twenty-year study done by Dr. Carroll Quig-
ley, a prestigious historian and professor with 
impeccable Harvard academic credentials. His 
scholarly work was published in 1966 in his 
book, Tragedy and Hope: A History Of The 
World In Our Time. Most of the sensational-
ism associated with his facts comes from other 
writers who relied heavily on Quigley’s book 
and whom Quigley1 openly dismissed as having 
misquoted his information. Some of these writ-
ers who sold millions of books in the 70s and 
80s, in our estimation, have indeed stretched 

Who Runs the World? Part II

IT’S NO WONDER THAT 
President Bill Clinton thought so highly 
of his former professor, Quigley, and 
credited him accordingly.
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some of the Quigley facts. These authors went 
on to develop various apocalyptic scenarios 
that have pulled in millions of believers hold-
ing them in a state of fear and agitation through 
their own advocacy groups. Of course, this type 
of extrapolation is nothing new in the realm 
of conspiracy theories. The “Red Scare”2 of 
1947-1957 spread unfounded rumors of the 
Freemasons, Illuminati and Jews involved in 
an international communist conspiracy—later 
known as McCarthyism. Prior to that, The Pro-
tocols of the Elders of Zion,3   first published in 
1903 in Russia and which turned out to be an 
anti-Semitic hoax, was actively distributed by 
the American industrialist, Henry Ford, in the 
1920s. Adolf Hitler publicized the same text as 
if it were a valid document in Germany in 1933 

even though it had been exposed as a fraud. Ac-
ademic British historian Norman Cohen4 noted 
that Hitler quoted from this document in his 
own manifesto, Mein Kampf, making it Hitler’s 
justification for initiating the Holocaust.

I want to be clear that Quigley’s book is not 
even in the same league as these other con-
troversial exposés. It is completely different in 
its academic writing, depth, and scope. It is a 
scholarly piece of work and he does not write as 
someone purporting to be discussing something 
sinister or controversial at all. One is actually 
impressed with the authenticity of his account. 
As one who has come to understand the work-
ings of the central banks, I personally would 
recommend this book on that account alone. 

Who Runs the World? Part II

“THERE DOES EXIST, and has existed for a generation, an 
international Anglophile network. i know of the operations of this network 
because i have studied it for twenty years and was permitted for two years, in 
the early 1960s, to examine its papers and secret records.”

16 L M R  S e p t e m b e r  2 0 1 3
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His explanations of money creation are excel-
lent. His understanding of capitalism in all of 
its formative stages and the business cycle is ac-
curate. He seems to write more as an economist 
than the historian that he is. In other parts of his 
book, his descriptive analysis of how the Asian, 
Hindu, and Islamic mind thinks is written more 
like a psychologist, leaving the reader to ponder 
the breadth and caliber of the author’s mind. It’s 
no wonder that President Bill Clinton thought 
so highly of his former professor, Quigley, and 
credited him accordingly, even though Clinton 
made Bs in his course while an undergraduate 

at Georgetown University and everyone else 
made Ds or less. 

Realizing how powerful and manipulating 
fear can be when discussing conspiracy theories, 
we the LMR authors want to proceed cautiously 
in continuing to examine the information in 
this important book, yet one cannot fail to see 
that Quigley’s masterpiece does contain some 
very startling facts about a secret society and 
about the man who conceived the cabal’s plan 
on February 5, 1891. This secretive plot is not 
necessarily the main theme of Quigley’s book, 

Who Runs the World? Part II

THE RHODES SCHOLARSHIP. This 
was Rhodes’s incubator for the best and the 
brightest young men in the world, selecting from 
them the ones with the right type of personality to 
move into positions of influence and later become 
members of his outer circle of helpers.
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though it is definitely interwoven throughout 
the time span of history he covers. One is as-
tonished to learn that after nearly one hundred 
years, Quigley asserts that the secret society had 
grown internationally and was still kept active 
by its members in 1966. Some of these orga-
nizations named by Quigley in 1966 are very 
familiar to most of us and we know are in opera-
tion in 2013.

“There does exist, and has existed for a gen-
eration, an international Anglophile network. I 
know of the operations of this network because I 
have studied it for twenty years and was permit-
ted for two years, in the early 1960s, to examine 
its papers and secret records. I have no aversion 
to it or to most of its aims and have, for so much 
of my life, been close to it and to many of its in-
struments. I have objected, both in the past and 

recently, to a few of its policies…but in general 
my chief difference of opinion is that it wishes to 
remain unknown, and I believe its role in history 
is significant enough to be known.”5

—Carroll Quigley

The man Quigley writes about is Cecil 
Rhodes.6 At that time, Rhodes had a virtual mo-
nopoly over all of the South African gold and 
diamond mines making him one of the wealthi-
est individuals on earth. As one of the precepts 
to his plan, Rhodes established a trust to fund 
scholarships for certain qualified students to at-
tend Oxford University—The Rhodes Scholar-
ship. This was Rhodes’s incubator for the best 
and the brightest young men in the world, se-
lecting from them the ones with the right type 
of personality to move into positions of influ-
ence and later become members of his outer 

Who Runs the World? Part II

THE ASTOR RELATIONSHIP put
the group in influential control of numerous 
newspapers in Britain like The Times and the Pall-Mall Gazette. in the the United 
States they controlled The New York Times, The NY Herald Tribune, The Christian 
Science Monitor, and The Washington Post, as well as several universities.

18 L M R  S e p t e m b e r  2 0 1 3



19 L M R  S E P T E M B E R  2 0 1 3

sible for this change was an eloquent speaker 
and professor at Oxford, John Ruskin.7   While 
the elite wealthy aristocracy lived in splendor 
and privilege, the masses in Britain were in pov-
erty, ignorance, illness, and infested with crime. 
Ruskin delivered a powerful speech at Oxford, 
which convicted many of the undergraduates 
in his audience. He impressed upon them that 

circle of helpers. Here the reader may need to 
quickly check him or herself for once Quig-
ley’s facts begin to disseminate, extrapolation 
can quickly absorb us too. For example, we may 
ask ourselves: “Did Quigley demonstrate to Bill 
Clinton— a future Rhodes scholar—the road to 
the U.S. Presidency?”

Who Runs the World? Part II

THE PLAn’S 
idEOLOGy

The period lead-
ing up to World War 
I was a time of great 
change for Britain. 
While the upper class 
of England (landown-
ers) was not allowed 
nobility status because 
of birth, it was able to 
become an aristoc-
racy through tradi-
tions and behavior. All 
young boys were sent 
to expensive schools 
like Eton, Harrow, or 
Winchester to receive their educational train-
ing, however only the oldest, by “primogeniture,” 
was entitled to inherit the income-producing 
property of the family. This made it necessary 
for the younger sons to seek their fortunes over-
seas. The same was true of the more ambitious 
members of the lower classes. From these two 
sources Britain obtained its empire of colonies, 
and colonies became a source of great riches 
for individuals and companies. This led to the 
growth of imperialism.

Imperialism took a turn after 1870 whereby 
instead of being advanced on the grounds of ma-
terial gain, it was justified on grounds of moral 
duty and social reform. The person most respon-

their magnificent tradition of education, beauty, 
rule of law, freedom, decency, and self-discipline 
could be lost forever if not shared with the low-
er classes, and furthermore to the non-English 
speaking masses of the world. It was their moral 
duty to do it. 

In that audience sat young Cecil Rhodes who 
was immensely moved by that talk and he held 
on to that idea for sixteen years. In the mean-
time, he used Lord Rothschild’s money, making 
his own fortune (DeBeers Consolidated Mines) 
in gold and diamonds in one of Britain’s colo-
nies—South Africa. His burning desire to fed-
erate the English-speaking peoples and to bring 
all the habitable portions of the world under 
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their control moved him to set up the Rhodes 
Scholarship at Oxford in order to spread this 
idea. The stars aligned with the formation of 
the secret society when W.T. Stead,8 the most 
successful newspaper publisher in Britain, also 
a social reformer and imperialist (known today 
as the father of the tabloid), got together with 
Rhodes to incorporate the plan. Rhodes was 
to be the leader, Stead, Reginald Baliol Brett, 
(Lord Esher)9 and Alfred Milner (later, Lord 
Milner), were to be the executive committee 
(inner circle) with Lord Rothschild and about a 
dozen other Oxford and Cambridge Ruskinites, 
becoming the outer circle—the “Association 
of Helpers,” (later organized by Milner as the 
Round Table organization that would spread 
throughout the world).

THE ROUnd TABLES

Financial backing for the secret society came 
initially from the Cecil Rhodes Trust and loyal 
Rhodes supporters. Their first outreach was to 
build a local “settlement house” (Toynbee Hall) 
erected right in the center of England’s slums 
where upper class people could live while they 
went out each day to educate the lower classes 
with an emphasis on social welfare. This became 
the model for thousands of such houses in Brit-
ain and later the United States, like the “Hull 
House”10 in Chicago, which later spread to 500 
such houses. When Cecil Rhodes died in 1902, 
Lord Milner (whom Quigley described as a very 
secretive type of individual) became the trustee 
of the Rhodes trust and expanded the move-

Who Runs the World? Part II
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stitute of International Affairs— also known as 
Chatham House,14 an international think tank. 
13 He was a staunch advocate of British Em-
pire Federalism and Quigley quotes him as be-
ing passionate in his beliefs.

“[On the New Testament’s “Sermon On The 
Mount”:] The last was especially influential on 
Lionel Curtis. He had a fanatical conviction that 
with the proper spirit and the proper organiza-
tion (local self government and federalism) the 
Kingdom of God could be established on earth. 
This was the spirit, which Milner’s Group had 
tried to use toward the Boers (Dutch farmers 
in South Africa) in 1902-1910, toward India in 
1910-1947, and, unfortunately, toward Hitler in 
1933-1939. In the case of Hitler, at least, these 
high ideals led to disaster; this seems also to be 
the case in South Africa.”15

—Carroll Quigley

After Curtis’ death in 1955 the group was run 
by Robert H. Brand (brother-in-law of Lady 
Astor), until his death in 1963 and then by 
Adam D. Marris, director of Lazard Brothers 
Bank (1966). Curiously, I was not able to find 
any information on Marris to see if he is still 

ment even further by establishing the Round 
Table groups. By recruiting young men from 
Oxford and using his influence, he was able to 
win important posts for them in government 
and international finance. These were often re-
ferred to as “Milner’s Kindergarten.” By 1939 
these semi-secret organizations were in all Brit-
ish colonies and the United States. When the 
wealthy Astor family became involved in mak-
ing sizable monetary contributions, the Round 
Table groups were sometimes referred to as the 
“Cliveden Set,”11 and the Astor relationship put 
the group in influential control of numerous 
newspapers in Britain like The Times and the 
Pall-Mall Gazette. In the the United States they 
controlled The New York Times, The NY Herald 
Tribune, The Christian Science Monitor, and 
The Washington Post, as well as several universi-
ties.

Milner died in 1925 and Lionel Curtis12   as-
sumed the reins of the organization until his 
own death in 1955. During his tenure he 
founded a quarterly magazine called the Round 
Table that was used to keep the groups in con-
tact with one another, and through his writings, 
influenced the creation of The Commonwealth 
of Nations.13 Later he organized the Royal In-

Who Runs the World? Part II

PROGRESSIVES IN THE 
United States and other nations 
embraced the idea of international 
organizations such as the United nations, 
which was formed in 1945, as a way to 
foster global justice and hopefully prevent 
future world wars. This may partly explain 
why Quigley himself was not at all against 
the secretive group he wrote about since 
they had similar international motives 
which Quigley agreed with.
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alive and in control of the Round Table groups. 
Lazard Brothers is a prestigious international 
investment-banking firm with 40 offices in 
26 different countries. Its principal office is in 
Rockefeller Center in New York. When I would 
type in Marris’s name on Wikipedia it automat-
ically took me to a Jerome Davis Greene16 and 
what Quigley has to say about this gentleman is 
most interesting.

“One of the most interesting members of this 
Anglo-American power structure was Jerome 
D. Greene. Born in Japan of missionary par-
ents, Greene graduated from Harvard’s college 
and law school by 1899 and became secretary 
to Harvard’s president and corporation in 1901-
1910. This gave him contacts with Wall Street, 
which made him general manager of the Rock-
efeller Institute, assistant to John D. Rockefeller 
in philanthropic work for two years, then trustee 
to the Rockefeller Foundation, and to the Rock-

efeller General Education Board until 1939.

[He was stationed in London in 1918 and lived 
in Toynbee Hall, the world’s first Rhodes-Milner 
settlement house where he came in contact with 
the Milner Group and movement. —Bracketed 
statement is mine from page 955 of Quigley’s 
book.]

Accordingly, on his return to the United States 
he was one of the early figures in the estab-
lishment of the Council of Foreign Relations, 
which served as the New York branch of Lionel 
Curtis’s Institute of International Affairs.”17

—Quigley

But this is not all, Greene is of much greater 
significance within the Institute of Pacific Re-
lations,18   that helped increase the network of 
the Round Table groups with an additional 10 
member countries making a total of 17 coun-
tries in all.   In fact, Quigley says he wrote the 

“POWERFUL INFLUENCES in 
this country want me, or at least my 
work, suppressed.”
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constitution for the IPR “and was for years 
the conduit for Wall Street funds and influence 
into the organization. He is the symbol of the 
relationship between the financial circles of 
London and those of the eastern United States 
which reflects one of the most powerful influ-
ences in twentieth century American and world 
history—The English and American Establish-
ments.”19

BEnEvOLEnCE?

In the aftermath of two World Wars, progres-
sives20 in the United States and other nations 
embraced the idea of international organizations 
such as the United Nations, which was formed 
in 1945, as a way to foster global justice and 
hopefully prevent future world wars. This may 
partly explain why Quigley himself was not at all 
against the secretive group he wrote about since 
they had similar international motives which he 
(Quigley) agreed with. His only disagreement 
with the group was the fact that they wished 
to remain anonymous. Clearly, from what we 
read these original founders, Rhodes, Milner, 
and Curtis were not only cultured and wealthy 
individuals, but they belonged to a British aris-
tocracy who lived amongst great opulence sur-
rounded by an unparalleled form of tradition 

and morality.  Although secretive, their original 
motives certainly seemed pure, as though they 
were involved in doing nothing more than the 
Lord’s work. Did something go awry?  

In November of 2009, just one year after the 
financial crisis, which attracted widespread 
media attention over the size of its company 
staff bonuses, Goldman Sach’s Chief Executive 
Lloyd C. Blankfein is quoted as saying:

“We’re very important…we help companies 
grow by helping them raise capital. Companies 
that grow create wealth. This, in turn, allows 
people to have jobs that create more growth and 
more wealth. It’s a virtuous cycle. We have a 
social purpose … doing God’s work.”21

Ironically, Quigley who seemed supportive of 
the group he wrote about seems to have years 
later changed his mind at the time when he at-
tempted to reprint more additions of his book. 
He felt that a reprinting of it was being blocked.   
According to an interview he gave in 1974:

“The original edition published by Macmillan 
in 1966 sold about 8800 copies and sales were 
picking up in 1968 when they “ran out of stock,” 
as they told me (but in 1974, when I went after 
them with a lawyer, they told me that they had 

PRESIDENT George 
W. Bush described his 
objectives for post-Cold 
War global governance in 
cooperation with post-Soviet 
states as a “new World 
Order.”
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destroyed the plates in 1968). They lied to me 
for six years, telling me that they would re-print 
when they got 2000 orders, which could never 
happen because they told anyone who asked 
that it was out of print and would not be re-
printed. They denied this until I sent them Xerox 
copies of such replies to libraries, at which they 
told me it was a clerk’s error. In other words 
they lied to me but prevented me from regaining 
the publication rights by doing so (on OP [out 
of print] rights revert to holder of copyright, but 
on OS [out of stock] they do not.) ... Powerful 
influences in this country want me, or at least 
my work, suppressed.”22 

 —Carroll Quigley

What are we to make of this last statement 
of Quigley and his apparent reversal? More im-
portantly, what about the material he writes? Is 
it true? One of the benefits of history is that it 
allows us to examine the facts utilizing hind-
sight.  I used hindsight in Part I in this series 
in attempting to properly analyze the material 
without endorsing it. In addition to that, we 
listed several important beliefs shared by the 
authors of the LMR.  Here they are again sum-
marized to provide you a quick review before 
going further in our analysis:

1.Human action is a force in the world. This 
is what makes ideas of the mind and the ac-
tions that follow so powerful. Ultimately, ideas 
move the direction of world events.

2.The unfortunate aspect of the power of ideas 
is that men posses it and men are not angels. 
There are such things as evil ideas. We agree 
with Mises who said that we all had a moral 
responsibility to fight and destroy evil ideas.

3.We also agree with Rothbard who made clear 
that wealthy elites are only able to profit from 
the masses and control world affairs by their 
connection to State power.

In 1966, when Quigley’s book was published, 
there was still immense fear connected to com-
munism, and this fear encompassed the Cuban 
Missile Crisis of 1962, the John F. Kennedy as-
sassination which was in 1963, Malcolm X in 
1965, Bobby Kennedy and Martin Luther King 
in 1968, the Vietnam War in the 70s, the gold 
standard which was finally destroyed in 1971, 
and Nixon’s resignation from office in 1974. 
These were back-to-back significant world 
events that point to mass confusion amongst the 
public in the United States. It is very plausible 
that, in an attempt to find answers to the driving 
forces behind these perplexing events, authors 
would write their strong opinions in books and 
use Quigley’s twenty-year study to support their 
theories. Some of these books, which sold mil-
lions to the public, helped expand several advo-
cacy groups during this period such as the John 
Birch Society23 and many others. Quigley was 
obviously caught in the midst of these growing 
controversies during these specific periods, but 
died soon after in 1977.

BUT, THERE ARE TWO important 
missing historical pieces to this 
elaborate puzzle we have yet to 
explore, and Quigley discusses both.
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What we eventually realize within the context 
of our own experience is that history does re-
peat itself. For example, in his September 1990 
speech to a joint session of Congress (shortly 
after the Berlin Wall came down announcing 
the end of Communism), President George 
W. Bush described his objectives for post-Cold 
War global governance in cooperation with 
post-Soviet states as a “New World Order” and, 
either knowingly or unknowingly, unleashed a 
brand new wave of panic. Hundreds of new the-
orists within months of that statement came out 
with their own version of this new order with 
televangelist Pat Robertson leading the pack 
with his new best selling book, The New World 
Order. Robertson’s conclusion is that American 
imperialism incorporates everything from the 
Bilderberg Group to the Trilateral Commission 
covertly controlling government for the Anti-

christ. This is all to say that getting to the truth 
is not easy.

But, there are two important missing histori-
cal pieces to this elaborate puzzle we have yet 
to explore, and Quigley discusses both. The first 
one did not actually make itself apparent till 
after World War I and that was the enormous 
profits that could be made from war. The second 
one is equally sinister and it existed long before 
the Rhodes-Milner Group originated. This was 
the founding of the first central bank in 1690 
and it was conspiratorial from the very begin-
ning. 

Next Month in the LMR— Part III: The Inter-
national Bankers.
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Use Computer Models,

But Don’t Believe Them

Gene Callahan teaches economics at 
SUNY Purchase and is the author of 
Oakeshott on Rome and America and 
Economics for Real People. He has an 
MS in Philosophy from the London 
School of Economics, and a PhD in 
Politics from Cardiff University.

Interview with Gene Callahan
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Lara-Murphy Report: How did 
you discover Austrian economics?

Gene Callahan: Gradually, without 
even knowing I was discovering Austrian eco-
nomics. I’d seen the name F. A. Hayek in Nation-
al Review in the 1990s, so I picked up first the 
Road to Serfdom and then some of the collected 
works. I saw the name Mises several times in 
Hayek’s work, and kept meaning to get around 
to reading that guy. Well for the Christmas of 
1999, when I had a long commute to work each 
day in the car, my wife got me Human Action 
on tape. I listened to the whole thing, and then 
simply went back to tape one and listened to the 
whole thing over again. I think it got me through 
that entire winter into the spring, listening to 
Human Action on tape again and again.

I’d been publishing in the software engineer-
ing trade journals for some time, and my inter-
est in social theory led me to start writing about 
the intersection of computer technology and 
various questions in economics. I think my first 

use Computer Models, But Don’t Believe them

“My wife got me Human Action on tape. I listened to the whole 
thing, and then simply went back to tape one and listened to

the whole thing over again.
I think it got me through that entire winter into the spring, 

listening to Human Action on tape again and again.”

explicitly economic piece was on the website of 
a software journal, Dr. Dobbs Journal.

LMR: I remember Jeff Tucker, former edi-
tor of Mises.org, telling me that he had seen you 
write an article on why it’s “optimal” for software 
companies to release software that they know is 

buggy. Jeff knew right then that this guy thinks 
like an Austrian economist. Can you explain 
your point about the software, and then relate 
it to “thinking like an economist” more broadly?

GC: This was, I think, the very piece I men-
tioned in answering the previous question. The 
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Their response: “We don’t care. The money we 
can start making with this tomorrow will be a lot 
greater than whatever we might lose due to an oc-
casional bug we hit.”

They were the users, and they told me they 
wanted the software right away, bugs and all. Of 
course, this relates to one of the most important 
insights that economics can offer us: Because we 
live live in a world of scarcity, we must always face 
trade-offs in making a choice.

idea is this: of course, all other things being equal, 
a user prefers software with no bugs. But debug-
ging itself is a costly, time-consuming process. 
This was brought home to me very clearly when I 
was working on an in-house application for some 
traders.

I showed them my first version of the software, 
and they said “Great: we will start using it tomor-
row.”

“But I haven’t tested it!” I protested.

use Computer Models, But Don’t Believe them

“A trader wanted to cover a thousand puts he held on a stock, and 
so he sent out an order to buy a thousand shares. The computer 
started sending the order continuously. By the time he could get 
this shut down (it wasn’t his own computer sending the order,

but a big server), he owned 102,000 shares of the stock.”
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LMR: I’m sure our readers would enjoy 
some of your stories involving financial sector 
hijinx. Are there any you can share?

GC: Yes, I have a number of good tales. Let 
me share one of them with you. This is interest-
ing because it shows the impact that tiny mis-
takes can have, and relates to a famous story in 
the financial world. We had some people trad-
ing options who wanted to turn off the software 

course means constantly. What then happened 
was that a trader wanted to cover a thousand 
puts he held on a stock, and so he sent out an 
order to buy a thousand shares. The computer 
started sending the order continuously. By the 
time he could get this shut down (it wasn’t his 
own computer sending the order, but a big serv-
er), he owned 102,000 shares of the stock.

I went from my office out to the trading floor 
to watch the excitement. The head trader was 

use Computer Models, But Don’t Believe them

“As I said to one of the people at the trading company I worked 
for, ‘We should use our models, not believe them.’”

feature that automatically resent their order if 
it wasn’t filled within X seconds. The program-
mer who had written their program said, “Just 
set the resend time to zero seconds.”

Well, he really ought to have looked at his 
code, because instead of never sending the re-
send order, what his suggestion actually did was 
resend the order every zero seconds, which of 

telling the victim that he had to dump all but 
the 1,000 shares he actually wanted to hold. 
“You didn’t mean to buy it, so get rid of it!” But 
the trader who held the stock was stubborn: he 
said, “I’ll get rid of it slowly, so I don’t move the 
market against myself.”

By the end of the trading day, he still held 
about 75,000 shares of the stock. His plan was to 
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“If you are not Goldman Sachs or J.P. Morgan Chase, how can you 
hope to make money trading against them? Well, one edge you 

might have is that you have local knowledge that they lack. ”

come in the next morning and slowly move the 
rest. But the stock he had accidentally bought 
was called Enron, and that evening turned out 
to be the one in which Dynegy’s attempt to 
buy Enron fell through. The stock had been at 
$4.00 a share when he went home, and when he 
walked in the next morning it was at 75 cents. A 
few hundred thousand dollars had disappeared 
overnight.

LMR: In an article you co-authored with 
Robert Murphy, you criticized the typical econ-
omist for being “hypnotized by models.” What’s 
the problem here?

GC: Well, my career in the financial world 
was spent building models, and, in fact, I’m 
building more right now. So I’m certainly not 
against them. But one should realize their limi-
tations: As I said to one of the people at the 
trading company I worked for, “We should use 
our models, not believe them.”

It really comes down to a point that Mises 
made: There are no timeless, quantitative laws 
in the social sciences. But there may be quanti-
tative relationships which hold for a time, due 
to certain institutional circumstances. That was 
very much the attitude this trading company 
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had: use the model as long as it makes money, 
then chuck it out and make a new one.

LMR: Although your book, Economics for 
Real People, is an introduction for the layperson 
to Austrian economics, you by no means think 
that the Austrians have a monopoly on sound 
economic insights. As you pursued your educa-
tion and then began teaching, what did you find 
were the areas of economic theory or political 
economy where the Austrians could learn from 
other approaches?

GC: I have found almost any great figure 
in intellectual history saw at least some truth. 
Generally, if they are a problematic figure, the 
problem lies in their truth being too one-sided. 
Even someone like Marx, who is very problem-
atic, was also a genius. He is certainly worth 
paying attention to, even if, in the end, we need 
to reject many of his conclusions.

Similarly with Keynes: Austrians might never 
come to accept his policy prescriptions, but they 
would do well to read him carefully because he 

has some very genuine insights into the “eco-
nomics of time and ignorance.”

LMR: Finally, given your background in 
real-time Wall Street trading, as well as immer-
sion in academic economics, what should busy 
financial professionals read to understand the 
most relevant insights from economic theory? 
(Feel free to recommend your own book!)

GC:   That’s a tough one, LMR. One thing 
that comes to mind is to pay careful attention 
to Hayek’s insights on the importance of local 
knowledge. If you are not Goldman Sachs or 
J.P. Morgan Chase, how can you hope to make 
money trading against them? Well, one edge 
you might have is that you have local knowledge 
that they lack. Warren Buffett has profited from 
this strategy. He would sometimes buy local 
businesses in Omaha, seemingly too insignifi-
cant for his giant company to be interested in, 
because he had been in them and could see how 
well-run they were. So like the bumper sticker 
says, “Think globally; act locally.”
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