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Bring a Privatized Banking 
Seminar to your city.

3 Speaker / Authors from the 
Austrian School of Economics

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

3 Dynamic, Informative, Inspirational
and Educational Hours

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

or e-mail us at info@usatrustonline.com

Present the powerful combination of 

Austrian Economics, 

The Sound Money Solution 

& The Infinite Banking Concept 

to your Special Group

• Demystifies Fractional Reserve Banking     
• Learn how you can personally secede from 
our crumbling monetary regime and improve 
your financial future.  
• Sound economic reasoning with a sound 
private strategy to direct the individual 
toward the escape exit.  
• Learn the warning signs of a coming crash 
and the steps you need to take to avoid them.
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is a Violation oF the 
constitution a crime?

Corruption at the Federal level needs a solution...soon! 
BY L. CARLOS LARA 

Why is Gasoline so  expensiVe? 
We’ve got record prices at the pump because of taxes 

and the Fed. Go figure.   BY DR. ROBERT P. MURPHY

pulse on the market
Silver Chains • PPI Soar 

New Heights • Fed News •  More Fed News

Overview

the truths oF the matter

interVieW  With dr. thomas dilorenzo
economic proFessor @ loyola uniV.

The government is lying about Austrian Economists? 
Lincoln was not as honest as you might believe? 
You mean many are duped by the Government?  

eVents & enGaGements
You may want to learn more in person from Lara, 
Murphy, and other Austrian economists.  Here 
is where they will be in the coming months.
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March 2011 - We must keep letting the people 

know how this country is being torn apart by 

politicians with no regard for their oaths of office.
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L. CarLos Lara manages a consulting firm 
specializing in corporate 
trust services, business 
consulting and debtor-
creditor relations.  
The firm’s primary 
service is working with  
companies in financial 
crisis.  Serving business 
clients nationwide over a 
period of three decades, 
these engagements have 
involved companies in 
most major industries 

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

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

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

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

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

Lara-Murphy report
March 2011

Dear Readers,

The Tenth Amendment says, “The powers not delegated to the United States by the Constitution, nor prohibited by 
it to the States, are reserved to the States respectively, or to the people.” Once we grasp the meaning of these carefully 
chosen words we realize that the United States government has unconstitutionally exercised powers not delegated to 
it for over 100 years. The result has been intensifying oppression.

Government’s increasing tyranny is now so out of control, spreading in so many directions that it is not practical to 
discuss them all in detail. We can say that every government intervention imposed upon society involves a reduction of 
human freedom, and all government interventions are in effect an assault on private property. For instance, it is unjust 
to make people relinquish all of their gold in exchange for paper money and then forbid them the right to redeem 
that paper for gold. It is a travesty that our government has further debauched the currency by inflation to the point 
of near destruction of its total value.

Our government has extended the range of its powers by proposing to provide for man’s every need as though it 
were God. It has created policies and programs, costing trillions, which promise to protect our jobs, wages, homes, 
and medical care.  Government claims it will guard us from the economic fears of old age, sickness, accident and 
unemployment. It has joined with the states in educating our children, thus taking from parents much of their 
authority and control. Finally, it has used its power and influence to drive religious teaching out of the schools and 
much of public life. 

The fallacy in government’s abuse of these expansive powers is that only politicians would have the audacity to make 
such promises. No human being or entity on earth could possibly provide all of these benefits fully and adequately. 
Yet, today we have an enormous population of Americans that look to the government as the ultimate provider of all 
these goodies as though there was an unlimited supply of money to pay for them.

These promised benefits come at an astronomical cost to the American working populace, and serve only to increase 
dependence on government by those citizens duped by the fallacy of government intervention.  We should refuse 
those benefits! Our goal must be the resurgence in Americans of virtue, independence, vitality, and the tenacity to roll 
back the size of our government. We must push for sound money, privatized banking and elimination of the central 
bank. With each individual’s defense of liberty and pursuit of these objectives, public opinion will change and the 
transformation we seek will become reality.

Yours very truly,

Carlos and Bob



4 L M R  M A R C H  2 0 1 1

PULSE ON THE MARKET

PULSE
ON THE
MARKET

Recent 
developments 

that may be 
of interest to 

readers of the 
Lara-Murphy 

Report…
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PULSE ON THE MARKET PULSE ON THE MARKET

Ever wonder why we don’t just switch to sound money? In mid-March the oddly 
named Bernard von NotHaus was found guilty by a federal jury of conspiracy against the 
government with the intent to commit “domestic terrorism.” No, NotHaus wasn’t making 
pipe bombs in his basement. Instead, his “crime” was to create and distribute “Liberty 
Dollars,” which were silver medallions that he marketed as an inflation-proof alternative 
to official currency. As of this writing, he hasn’t been sentenced, but faces up to 25 years 
and the forfeiture of $7 million worth of precious metals. It probably didn’t help matters 
that NotHaus had founded the National Organization for the Repeal of the Federal 
Reserve and Internal Revenue Code in 1998. Hey, this is our kind of guy! Maybe we can 
bunk with him when the feds really crack down on subversives.

Silver C
hains

Producer Prices Still Rising. We don’t mean to alarm anyone, but FYI even the 
government’s own figures show that in just the last three months, the raw Producer 
Price Index (PPI) for All Commodities has risen about 4 percent. That works out to an 
annualized price hike of about 17 percent.

PPI Soar

Bubble Alert.  Mises Institute economist Mark Thornton (who was interviewed in the 
December 2010 issue of the LMR) has developed a skyscraper index of economic bubbles. 
His theory is that during an unsustainable boom, overextended builders try to erect the 
world’s tallest buildings. Thornton notes that five of the ten highest skyscrapers in China 
are currently under construction, and the second-tallest building in the world is right now 
being built in India.

N
ew

 H
eights

The “Ber-Nank” on the Hot Seat. The Supreme Court has refused to hear an appeal of a 
court order saying the Federal Reserve must reveal more details of its emergency lending 
programs since the crisis began. (The financial news agency Bloomberg initially requested 
the data.) In related news, the Fed has just announced that beginning in late April, it 
will—for the first time in history—begin holding regular press conferences after some of 
its key meetings. Let’s keep up the pressure!

Fed N
ew

s
M

ore Fed N
ew

s

End the Fed! Jim Rogers, the billionaire investor who co-founded the Quantum Fund 
with George Soros, publicly called for shutting down the U.S. central bank on Yahoo! 
Finance’s new program, Breakout. Rogers argued that Greenspan and Bernanke have 
made so many mistakes that the demise of the Fed is inevitable. Unlike his former business 
partner, Rogers is an outspoken advocate of free markets and is very friendly to Austrian 
economics.
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IS A VIOLATION OF THE CONSTITUTION A CRIME?

Probably nothing has 
offended and confused the 
average sound thinking 
American more than Obama’s 
recent authorization to bomb 

and kill Libyans. Here we are 
drowning in an economic mess 
unlike any other in our history 
and somehow we have the money 
and resources to start another 

war? Aren’t we still in Iraq and 
fighting in Afghanistan at the 
cost of billions to the American 
taxpayer? Has it not even occurred 
to public servants in charge of 

IS A

VIOLATION 
OF THE 

CONSTITUTION
A

CRIME?
B Y  L . C A R L O S  L A R A
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IS A VIOLATION OF THE CONSTITUTION A CRIME? IS A VIOLATION OF THE CONSTITUTION A CRIME? 

Constitutional Convention, the 
Federalist, or any of the state 
ratifying conventions make it 
clear that the President cannot 
make, or start a conflict, without 
a full declaration of war approved 
by Congress, or at the very least 
formal Congressional approval of 
the initiation of hostilities. That 
means that what Obama has 
done is clearly unconstitutional. 

our government that all these 
wars are bankrupting us? More 
significantly, how is it possible 
for the President of the United 
States to take us into another 
foreign conflict solely upon his 
own discretion? Is what Obama 
doing even constitutional?

Thomas E. Woods, Jr., who 
holds a Doctorate in history 
from Harvard University, says no. 
According to the framers of the 
constitution, the President has 
the power to initiate hostilities 
without consulting Congress 
only “once war has been declared. 
Alexander Hamilton spoke in 
such terms when he said that the 
President, although lacking the 
power to declare war, would have ‘the 
direction of war when authorized 
and begun. The President acting 
alone was authorized only to repel 
sudden attacks (hence the decision to 
withhold from him only the power 
to declare war, not make war).”’ (1.)

Annoyed by this same issue, 
political writer and commentator, 
Pat Buchanan in a recent article 
pointed out that the framers 
of our constitution followed 
a strict dictum of deliberately 
staying out of foreign wars. This 
was specifically true of George 
Washington (in his famous 
Farewell Address recommending 
no “entangling alliances”), and 
Thomas Jefferson. John Quincy 
Adams famously said: “America 
goes not abroad in search of monsters 
to destroy.” And again, quoting 
John Randolph, Congressman 
from Virginia in the early 1800s, 
when Greek patriots sought 
America’s assistance to their cause 

wrote, “let us say to those 7 million 
of Greeks: We defended ourselves 
when we were but 3 million, 
against a power in comparison to 
which the Turk is but as a lamb. Go 
and do thou likewise.” (2.)

When it comes to 
presidential war powers, most 
experts tell us that any of the 
relevant sources, such as the 
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IS A VIOLATION OF THE CONSTITUTION A CRIME?

But, so what? Is this a high 
crime? Can the President actually 
be punished for violating the 
Constitution? Do sanctions even 
exist to protect the Constitution 
from having its provisions 
subverted, or misinterpreted? 

Certainly Obama is not 
the first President to violate, or 
ignore the Constitution. Nor has 
Congress been innocent of these 
transgressions. The Supreme 
Court itself has departed from 

its limited role of applying the 
law to now making the law. In 
effect, what we have today is 
a government that has broken 
away from its Constitutional 
constraints and is now out of 
control.  This has made our 
personal lives increasingly more 
difficult. The Federal Reserve, 
which is completely unchecked, 
unaccountable and autonomous 
from the other three branches of 
government, has only served to 
magnify the problem for us. 

For those of us who wish to 
see the government brought back 
under control we must make 
those in charge of government 
comply with the United States 
Constitution if we expect our 
Republic to survive, but can we 
actually do this?

There are no formal 
penalties for ignoring, violating 
or evading the Constitution.
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IS A VIOLATION OF THE CONSTITUTION A CRIME? IS A VIOLATION OF THE CONSTITUTION A CRIME? 

The basic scope of the 
United States Constitution, even 
after 200 years, is intact; the Bill 
of Rights is unchanged from the 
way the framers wrote it. It is clear 
from reading these Amendments 
and from what the Founders, 
their contemporaries and 
immediate descendants had to 
say about them, our government 
was meant to be limited. A 
formal amendment process 
could make further changes 
to the Constitution. However, 
much of government’s exercise 
of power since the Constitution’s 
ratification has been assumed 
rather than authorized by 
formal amendment. But even 
when changed by amendment, 

government has found a way to 
unleash itself and has expanded 
to unprecedented extremes. 

Many scholars agree 
that two amendments to the 
Constitution have considerably 
undermined government’s 
original constraints. They were 
the 16th and 17th Amendments. 
The 16th Amendment allows 
Congress to levy an income tax on 
all citizens. The 17th Amendment, 
which established direct election 
of Senators by popular vote, was 
the most serious structurally 
because it took away from state 
governments their representation 
in the Senate. States, therefore, 
have lost their ability to place 

constraints on the federal 
government.

Dr. Clarence B. Carson 
offers an interesting critique 
surrounding this issue of violations 
against the Constitution and 
their consequential punishment. 
He explains that there exists 
a contrasting attitude among 
politicians toward the treatment 
of the Constitution that differs 
from ours as citizens. There are 
actually rewards for ignoring and 
evading it! In other words, there 
is an incentive to violate the 
written principles and precedents 
of our federal charter. Proposing 
programs that were not authorized 
by the Constitution has actually 

Photo From Flickr By Tobyotter
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IS A VIOLATION OF THE CONSTITUTION A CRIME?

been the platform on which 
presidential candidates were 

elected. Members of Congress 
are repeatedly re-elected to office 
with attractive recompense for 
supporting these unauthorized 
programs. Much of this, he 
says, comes from not only 
these attractive perks, but also 
from the absence of any formal 
penalties for officers of the U.S. 
government when they ignore, 
violate or evade the Constitution. 
Without formal sanctions how 
can we ever hope to punish 
offenders? 

What About Impeachment?

The problem with 
impeachment is that it has 
never been successfully used to 
punish constitutional offenders; 
additionally, impeachment is 
an intra-governmental process 
that leaves those of us who are 

most concerned about reining in 
government out of the procedure.  
Carson emphasizes that Article 
II, Section 4 of the Constitution, 
which outlines the impeachment 
procedure, is unclear as to 
whether it is even applicable to 
deal with transgressors of its 
tenets. It states the following: 
“The President, Vice-President and 
civil Officers of the United States, 
shall be removed from office on 
impeachment for, and conviction 
of, treason, bribery, or other high 
crimes and misdemeanors.”  But, 
there is no mention of specific 
wrongdoings pertaining to the 
Constitution. Furthermore, 
impeachments have been rare 
occurrences and have never been 
used to defend the Constitution. 
What’s more, it is difficult to 
imagine members of Congress 
finding an officer of the United 

Photo From Flickr By Alex E. Proimos
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IS A VIOLATION OF THE CONSTITUTION A CRIME? IS A VIOLATION OF THE CONSTITUTION A CRIME? 

States guilty of violating the 
Constitution when they are 
violators of it themselves. The 
same is true for Senators, or any 
Chief Justice who would be found 
presiding over such a proceeding. 

A New Amendment

Perhaps only a new 
amendment that would be much 
more specific to protecting the 
Constitution, outlining stiff 
penalties for its violators, would 
help preserve the integrity of our 
nation’s fundamental principles. 
The new amendment would 
make it a criminal offense for 

any civil officer of the United 
States, elected or appointed, to 
exceed his authority under the 
written Constitution. Or perhaps 
utilizing the jury system whereby 
a jury of 12 citizens of the United 
States would determine the 
guilt or innocence of the official 
would be effective. The point 
is that, without sanctions, our 
Constitution may not survive. 
Those in power should fear the 
consequences when thinking 
about what they are permitted 
and not permitted to do in any 
given situation which affects 
Americans, their lives, liberties 
and property. (3.)

Ratification of such 
an amendment can only be 
speculated. Ultimately, the 
only lasting solution will be 
for the American people to 
stop rewarding politicians who 
promise them handouts they 
have no authority to grant. 
Those of us who wish to restore 
the Constitution have a duty 
to observe its doctrine. It is our 
responsibility to remind our 
elected officials—the President, 
Congress and the Federal 
Courts—that their obligations 
are the very same. 
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IS A VIOLATION OF THE CONSTITUTION A CRIME?

Conclusion

In Common Sense, first 
published in 1776, Thomas Paine 
wrote: “But where, say some, is the 
King of America? I’ll tell you friend, 
he reigns above, and does not make 
havoc of mankind like the royal 
brute of Britain (the king). Yet that 
we may not appear to be defective 
even in earthly honors, let a day be 
solemnly set apart for proclaiming 
the charter (the Constitution); let 
it be brought forth placed on the 
divine law, the word of God (the 
Bible); let a crown be placed thereon, 
by which the world may know that, 
so far as we approve monarchy, that 
in America the law is king. For as 
in absolute governments the king 
is law, so in free countries the law 
ought to be king; there ought to be 
no other.” (4.)

Is A Violation Of The Constitution A Crime?
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Bailout.

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

Don’t worry, you’re not 
going crazy: gasoline prices 
really are way up. In fact, as the 
government’s own chart shows 

us, gasoline prices are at a record-
high for this time of year. The 
current national average (across 
all grades and formulations) of 

$3.65 wasn’t reached until the 
end of April back in 2008. (See 
Chart below.)  

WHY IS GASOLINE SO 
EXPENSIVE?

BY DR. ROBERT P. MURPHY
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WHY IS GASOLINE SO EXPENSIVE? WHY IS GASOLINE SO EXPENSIVE? 

For middle-class working 
families—especially the 
proverbial soccer moms driving 
SUVs in the suburbs—the price 
of gas is one of the single most 
important components of the 
household budget. In this article 
I’ll explain what’s behind the 
price hikes, and why the trend is 
likely to continue. 

Components Of The Pump Price

The Energy Information 
Administration puts out a 
convenient little graphic showing 
the breakdown of the major 
components of the price of an 
unleaded gallon of gasoline. (See 
Chart Below.) 

Of the major components, 
the one that has skyrocketed 
in the past two years is crude 
oil. After the financial collapse, 
crude oil hit a low of $33.87 
per barrel in mid-December, 
2008. As of this writing, crude 

oil futures closed above $104 
per barrel. (Note that the data in 
the accompanying Chart 3 are 
monthly averages, and smooth 
out the extreme swings.) (See 
Chart on Next Page.)

The main culprit, then, for 
rising gasoline prices is the rising 
price of crude oil. But before 
explaining the reasons for this 
movement, let’s take a moment 
to discuss gasoline taxes.

Gasoline Taxes

Many Americans don’t 
realize just how much the federal 
and state governments take at the 
gas pump, because these taxes are 
built into the quoted retail price, 
as opposed to (say) sales tax on 
most other products. Therefore 
there’s not as much sticker shock 
when a customer sees the final 
bill jump up with the slapping on 
of the tax.

The chart below shows, 

however, the government 
skimmed a full 13 percent off 
the top of every dollar spent 
on gasoline in February. This is 
an average figure, because state 
gasoline taxes differ. The federal 
tax is 18.4 cents per gallon, with 
the states ranging from a low of 
8 cents per gallon in Alaska, to 
a high of 46.6 cents per gallon 
in California.(1.) (Yes, that 
means people in California pay 
a combined 65 cents per gallon 
just in taxes. Also note that the 
California figure is an estimate 
including not just the statutory 
levy on gasoline, but other state-
based fees related to gasoline 
sales.)

So if the politicians in 
Washington really mean it when 
they say they want to help the 
American motorist, they could 
knock down the price of gasoline 
tomorrow by eliminating the 
federal 18.4 cents per gallon tax. 
I’m not holding my breath.

Our Old Friend, The Fed

Sometimes it seems like 
the only thing you can be sure 
of these days, is that the Lara-
Murphy Report will complain 
about the Fed and taxes. And 
this issue fits the pattern, because 
Ben Bernanke’s money-pumping 
is one of the reasons crude oil has 
risen so quickly in price.

Now what’s interesting 
is that even the Fed’s defenders  
admit this point, albeit indirectly. 
For they say that the Fed and other 
central bankers came galloping 
to the rescue in late 2008 and SOURCE: U.S. Energy Information Administration
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beyond, and that the recovery 
in the world economy is what’s 
fueling the rise in the demand for 
oil. There are two major problems 
with this explanation, though.

PROBLEM #1: Those 
versed in Austrian business cycle 
theory know that we are not in 
the midst of a genuine “recovery.” 
Just as the former “Maestro” Alan 

Greenspan didn’t really get us 
out of the dot-com collapse by 
printing a bunch of money, by 
the same token Ben Bernanke 
hasn’t magically cured the 
malinvestments of the housing 
boom years simply by writing 
checks for toxic assets.

PROBLEM #2: If the 
surge in oil prices were merely a 
reflection of the “fundamentals,” 
and not a sign that investors 
were trying to hedge themselves 
against Bernanke’s inflation, then 
why has gold also zoomed upward 
along with oil? Gold hit a low of 
about $715 per ounce in October 
2008, and is now trading above 
$1400. Is the demand for dental 
fillings really up that much, now 
that people aren’t worried about 

SOURCE: St. Louis Federal Reserve
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the economy?

It is certainly true that the 
growing demand for oil from 
Asia is putting a floor under 
oil prices for the foreseeable 
future. Barring a miraculous 
technological advance—or a 
devastating collapse of the world 
economy—the price of crude oil 
needs to remain relatively high, 
in order to make it profitable for 
the highest-cost oil extraction 
operations to stay in business. 
(I was at a recent briefing with 
experts from a large refinery who 
thought the long-run price of 
crude would settle around $90 
per barrel.)

Even so, we shouldn’t ignore 
the elephant in the room. In 
the last two years, Bernanke has 
created more than $1 trillion out 
of nothing, and handed it out to 
some of the richest people in the 
world.

Now what are they going to 
do with that infusion of money? 
They know that eventually, prices 
across the board will start rising. 
So the smart thing to do is put it 
into “inflation hedges,” i.e. assets 
that respond well with rising 
prices. When Greenspan pulled 
the same trick—albeit at a much 
lower level—back in the early 
2000s, the money flooded into 
real estate. That obviously hasn’t 

happened this time, since even 
Wall Street financiers aren’t that 
reckless.

No, in the face of a horribly 
depressed global economy, and 
with central banks around the 
world running their printing 
presses (metaphorically) at full 
blast, the money started flowing 
into commodities. People need 
to eat and burn oil, and they 
will always value gold over paper 
money. This isn’t mere theorizing 
on my part, either: Just listen 
to talk radio and see how many 
ads are telling people to hedge 
themselves by buying gold.

In short, the Fed apologists 
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are fooling themselves when they 
narrowly focus on things like the 
“Consumer Price Index ex food 
and energy,” and declare that 
Bernanke isn’t causing inflation. 
Actually, Bernanke is making just 
about every price go up, it’s just 
some are rising more than others. 
The “success” of the quantitative 
easing programs, in which the 
stock market rallied after the 
promise of QE1 and QE2, is just 
another reflection of my basic 
point: Of course you can make 

prices go up when you create 
more dollars. That’s the problem.

What About Speculators?

Even many free-market-
friendly commentators have it in 
for the evil oil speculators, who 
allegedly make our gasoline more 
expensive just to fatten their 
paychecks.

It’s true, one way of 
paraphrasing my explanation 

in the preceding section is to 
say, “Speculators have driven 
up the price of oil.” But that’s 
a bit like knocking a kid in the 
freezing lake and then blaming 
the thermometer when he runs a 
fever.

The aim of the speculator 
is to buy low, sell high. If 
he’s successful, the speculator 
performs a useful service by 
speeding along price adjustments. 
Whether the cause is unrest 
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in Libya, or further rounds 
of inflation from the Fed, the 
speculator simply brings the bad 
news forward in time by bidding 
up prices in anticipation. Over 
the entire history of the oil price, 
the speculator actually smooths 
out the wild swings and reduces 
volatility.

Conclusion

If Americans want to see 
relief at the pump, they should 
demand that the politicians cut 
gas taxes and that the Federal 
Reserve stop inflating. If Ben 
Bernanke were to announce a 
new peg of the dollar to gold—as 
Carlos and I describe in our book, 
How Privatized Banking Really 
Works—we’d see speculators 
pummel the price of oil very 
quickly indeed.
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U n f o r t u n at e ly,  i t  c a m e
b a c k  f r o m  t h e  d e a d .

A n d  n o w  i t  i s  k i l l i n g  t h e  e c o n o m y.
L e a r n  h o w  t o  p u t  i t

6  f e e t  u n d e r
o n c e  m o r e !

Mark your calender!  Registration will be at 
usatrustonline.com after March.
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Dr. Thomas DiLorenzo is 
Professor of Economics at Loyola 
University Maryland and a 
member of the senior faculty of 
the Ludwig von Mises Institute 
in Auburn, Alabama.  He holds a 
Ph.D. in economics from Virginia 
Polytechnic Institute and State 
University.  He is the author or co-
author of thirteen books, including 
How Capitalism Saved America: 
The Untold History of Our 
Country from the Pilgrims to the 
Present; Hamilton’s Curse: How 

Jefferson’s Archenemy Betrayed 
the American Revolution – And 
What it Means for Americans 
Today; and The Real Lincoln.  
He has also published in such 
academic journals as the American 
Economic Review, Economic 
Inquiry, Southern Economic 
Journal, International Review 
of Law and Economics, Public 
Choice, Public Finance Quarterly, 
Quarterly Journal of Austrian 
Economics, and many others.
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Lara-murphy Report: Let’s 
cut right to the chase: You and 
Richard Vedder were the first 
economists to be called before 
the House Domestic Monetary 
Policy subcommittee after Ron 
Paul took over chairmanship. As 
we told our readers at the time, 
Rep. Lacy Clay (Democrat from 
Missouri) launched into you with 
accusations that you worked for 
a “hate group” and that Austrian 
economics was unscientific. 
We’re sure you have plenty to say 
about Clay, but in addition, we’d 
like to know: Were you surprised 
by his remarks, or did you expect 
them?

Thomas DiLorenzo: I 
wasn’t surprised.  There are a few 
exceptions, such as Congressman 
Ron Paul, but as a general rule, 
to be successful in Washington 
requires one to be amoral.  “The 
ends justify the means” is the 
credo of at least 90 percent of the 
congress critters who have been 
there more than a term or two, 
and they tend to be shameless 
liars and deceivers.  As Murray 
Rothbard once wrote (describing 
Abraham Lincoln), a “master 
politician” is a masterful liar, 

conniver, and manipulator.  So I 
wasn’t surprised that a political 
hack like Congressman Lacy 
Clay (D-Banksters), who first 
announced at the hearing that 
no amount of money creation by 
the Fed could possibly harm the 
value of the dollar, made such a 
buffoon of himself.  

LmR:  Following up on the 
previous question, we actually 
took it as a good sign that Clay 
(as well as pundits such as Paul 
Krugman and Matt Yglesias) 
took up the “neo-Confederate” 
line. After all, the point of the 
hearings was to focus attention 
on the Fed’s contribution to the 
unemployment problem. We 
don’t recall any of your critics 
challenging this connection, so 
presumably they didn’t have any 
real zingers—that’s why they 
focused on your “scandalous” 
background instead.

TD:   They didn’t ask me any 
questions about my “background” 
but fabricated a lie about it.  
Here’s what happened:  Thirteen 
years ago Professor Donald 
Livingston of Emory University 
and Professor Clyde Wilson of 

the University of South Carolina 
invited me to deliver some lectures 
on the economics of the “Civil 
War” to a room full of students 
at a summer seminar, since I had 
been publishing on the subject.  
They said they were starting a 
“Southern League Institute” that 
would be an alternative to the 
suffocating political correctness 
of academe on subjects such as 
“Civil War” history, Southern 
literature, federalism and the 
economics and politics of 
decentralized government, etc.  
I gave the lectures, and this 
Institute apparently still lists 
me after all these years as an 
“affiliated scholar.”  The Southern 
League became The League of 
the South and, if you look at 
its Web site, its main focus is 
opposition to unconstitutional 
government, American military 
imperialism, and the vulgarity 
of a popular culture that makes 
celebrities of the likes of Charlie 
Sheen, Lindsay Lohan, and Kim 
Kardashian (whose claim to 
“fame” is having filmed herself 
having intimate relations with 
her boyfriend and putting it on 
the internet).  

The left-wing hate group 
known as the Southern Poverty 
Law Center (SPLC), which does 
not practice poverty law by the 
way, labels the League of the 
South a “hate group” because of 
its desire to “culturally secede” 
from the empire.  The SPLC is 
a fundraising and propaganda 
arm of the Democratic Party 
whose role is to attempt to censor 
criticisms of statism by labeling 
critics as “haters” and insinuating 
that all of them are potential 
criminals or terrorists.  For 
example, they condemned the 
American Enterprise Institute 
for “mainstreaming hate” by 
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sponsoring a public debate in 
Washington over immigration 
policy.   They very ominously 
describe the Mises Institute as 
“the far right, antigovernment 
Ludwig von Mises Institute in 
Auburn, Alabama,” as though 
it is some kind of terrorist 
training camp.  They libeled 
Dr. Thomas Naylor, founder of 
the Second Vermont Republic, 
as a racist because: 1) he was 
born in Mississippi; and 2) his 
father worked for a Mississippi 
politician in the 1950s.  The 
Second Vermont Republic is 
also a harsh critic of American 

military interventionism and out-
of-control government spending 
and debt.  

Congressman Lacy’s staff 
had him lie by saying that I 
“work for” the League of the 
South, which is untrue; I have 
never worked for them – my 
only participation was those 
three lectures thirteen years ago.  
The state controlled media (The 
Washington Post, New York Times, 
etc.) took the cue to ignore my 
actual testimony about how 
the Fed generates boom-and-
bust cycles and exacerbates the 

unemployment problem and 
gleefully repeated this libelous 
smear, even though I interrupted 
Clay at the hearing by saying “I 
do not” when he made the “work 
for” comment.  The media in 
the room all heard me, but they 
lied themselves in some of their 
“reporting” by saying that I didn’t 
deny the accusation.  

LmR:  Besides your recent 
Fed appearance, you are most 
famous for your revisionist work 
on Abraham Lincoln. For the 
benefit of our readers who haven’t 
discovered your books on the 
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topic, can you summarize some 
of the biggest misconceptions 
that the typical American has 
regarding Honest Abe?

TD:  I’ve given dozens of 
public lectures on the subject over 
the past ten years, and one thing 
I’ve learned is that the average 
American knows nothing at all 
about Lincoln except for two 
or three slogans that we are all 
taught in elementary school 
and which are reinforced in the 
popular culture (“He saved the 
union; he freed the slaves; he was 
honest as the day is long”).

These are all false.  He 
destroyed the voluntary union of 
the founding fathers and replaced 
it with a consolidated empire 
under which all states, north and 
south, became mere appendages 
of the federal government.  

The Emancipation 
Proclamation didn’t “free the 
slaves” because it only applied 
to “rebel territory” where the 
U.S. government at the time had 
no power to free anyone.  And 
Lincoln called it a “war measure,” 
which meant that if the war ended 
the next day it would become 
defunct and the Southern states 
would be allowed to do whatever 
they wanted to do about slavery.

Lincoln was indeed a master 
politician, which means he was 
a masterful liar.  I documented 
this a thousand times over in my 
writings.  

Lincoln was not a poor 
backwoods farm boy but a 
wealthy corporate lawyer who 
represented all the biggest 
railroad corporations in the Mid-
West and who traveled around 
in a private rail car courtesy of 

the Illinois Central Railroad 
accompanied by an entourage of 
corporate executives.  He lived 
in the biggest house (complete 
with servants) in what is now 
called “Old Aristocracy Row” in 
Springfield, Illinois.  He spent 
his entire political career prior to 
becoming president advocating 
the Whig Party economic agenda 
of protectionist tariffs, a central 
bank, and corporate welfare for 

railroad and other corporations.  
There was a seventy-year political 
battle over these policies, which 
were all finally cemented 
into place during the Lincoln 
administration, along with the 
first federal income tax, the 
internal revenue bureaucracy, 
military conscription, the 
Department of Agriculture, 
and other interventions.  The 
phrase “New Deal” was actually 
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first used by a North Carolina 
newspaper to describe the 
domestic interventionist policies 
of the Lincoln administration.  

Lincoln was the most hated 
of all American presidents during 
his own lifetime, as documented by 
historian Larry Tagg in his book, 
The Unpopular Mr. Lincoln.   This is 
undoubtedly because he illegally 
suspended the writ of Habeas 
Corpus and mass arrested tens of 
thousands of Northern political 
dissenters without due process; 
shut down over 300 opposition 
newspapers; censored telegraph 
communications; deported an 
outspoken congressional critic, 
Clement L. Vallandigham of 
Dayton, Ohio; enforced military 
conscription by sending 15,000 
soldiers to New York City during 
the draft riots there, where the 
soldiers shot and killed hundreds 
of draft protesters; and generally 
behaved like a dictator and tyrant 
toward the people of the North.

Lincoln was also as much 
a white supremacist as any man 
of his time, openly stating that 
he opposed any kind of racial 
equality, or of making voters or 
jurors of Negroes; he opposed 
interracial marriage; and until 
his dying days he advocated 
“colonization” or the deportation 
of black people from the United 

States.  His position was that 
black people could be “equal,” but 
only “in their native clime,” as he 
put it, by which he meant some 
place like Haiti, Africa, South 
America, the West Indies, etc.  

No one seems to have ever 
read Lincoln’s first inaugural 
address, where he pledged his 
support for a Constitutional 
amendment (the “Corwin 
Amendment”) to prohibit the 
federal government from ever 
interfering in Southern slavery, 
while in the same speech 
threatening “force,” “invasion,” 
and “bloodshed” in any state 
that refused to collect the federal 
tariff on imports, the average 
rate of which had been more 
than doubled two days earlier 
when President James Buchanan 
signed the Morrill Tariff bill.  Of 
course, the Southern states that 
had seceded had no intention of 
continuing to send tax payments 
to Washington, D.C.  He 
threatened war over tax collection 
in his first inaugural address, and 
he “made good” on the threat.

LmR:  Another one of 
your important books is How 
Capitalism Saved America, in 
which you explain the role of free 
markets and private property in 
the historical success of the new 
country. Since so much of your 

work involves historical economic 
analysis, can you explain how you 
entered this area? For example, is 
this what your dissertation was 
on?

TD:   No, my dissertation 
was in the area of local public 
finance.  I just wanted to get out 
of graduate school as quickly as 
possible, and that seemed like a 
good topic at the time to serve 
that purpose.  One of the things 
that always attracted me to the 
Austrian School was the fact that 
Mises, Hayek, Rothbard, and 
others were always concerned 
about communicating their 
ideas to as wide an audience 

Lincoln was the most hated of all American 
presidents during his own lifetime...
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as possible, not just impressing 
their colleagues in the economics 
profession.  The “mainstream” is 
just the opposite.  In my opinion, 
the best way to reach the masses 
with economic education is to 
be able to tell a story, and the 
study of economic history allows 
one to do that.  Historians tell 
stories about historical figures 
and events, but one can look at 
these events in a very different 
light, and sometimes arrive at 
radically different interpretations 
of the events, if one is educated in 
Austrian, free-market economics 

and what Hans Hermann-Hoppe 
calls Austrian social theory.  For 
example, the economic policies of 
the Whig and Republican parties 
of the nineteenth centuries that I 
alluded to above were essentially 
British-style mercantilism, which 
was a system of policies that 
generally benefited politically-
connected businesses at the 
expense of the rest of society.  
It was special-interest politics 
par excellence.  Many historians 
who read about this but who 
are unschooled in economics 

say things like, “Lincoln was 
a good-hearted man who 
wanted everyone to share in 
the kind of prosperity that he 
enjoyed, therefore, he advocated 
protectionism, central banking, 
etc.”  This of course is dangerous 
nonsense.  

LmR: Finally, can you give 
us your take on the next few 
years? Are you an optimist or a 
pessimistic on the fortunes of 
liberty and Austrian economics?

TD:  I’m pessimistic on the 

fortunes of liberty but optimistic 
about Austrian economics.  
The federal government is 
now completely out of control 
with no restraints whatsoever, 
constitutionally or otherwise. 
The only way out is through a 
break-up of the union, such as 
what happened in the former 
Soviet Union, and the creation 
of multiple American republics, 
at least one of which, one hopes, 
would be devoted to liberty.  I 
don’t see this happening in the 
next few years.  

Interest in Austrian 
economics has been exploding 
because more and more people 
all over the world are recognizing 
that it holds the explanations 
for the depression we are still in, 
and for all the other menacing 
forms of interventionism, from 
socialized healthcare to corporate 
bailouts, and much else.  It 
helps us understand the costs 
of perpetual war, which is our 
Official Foreign Policy, and to see 
through the constant barrage of 
lies and deceits that emerge from 
the mouths of our politicians, 

day in and day out.  The internet 
has played a very important role 
in generating this popularity, as 
has the Ron Paul phenomenon.  
I’m always thrilled when I attend 
a Campaign for Liberty event 
(a Ron Paul organization) to 
see hundreds of young people 
involved, energetic, and eager 
to educate themselves about 
freedom and Austrian economics. 
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