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Chapter 1 — Ephors of Debt: Who Watches the Watchers


´´For Schumpeter, the banker is the ‘capitalist par excellence’ and the ‘ephor’ of the exchange economy — the producer of the commodity ‘purchasing power’ that makes possible the new combinations associated with innovation.´´

— Mariana Mazzucato & L. Randall Wray, Financing the Capital Development of the Economy: A Keynes-Schumpeter-Minsky Synthesis, Levy Economics Institute of Bard College Working Paper No. 837, May 2015, citing Joseph A. Schumpeter, The Theory of Economic Development (German Theorie der wirtschaftlichen Entwicklung 1911-1912; English trans. Redvers Opie, Harvard University Press 1934), p. 74.




´´Seek out the irreducible posits, the epistemological gods of homer. If there be one free miracle let the ephors explain the rest.´´

— Roger G. Lewis, Concluding Prayer of Usury Hell’s Fuel (first part of the epic poetry trilogy in four parts), ©Roger G. Lewis 2016. Reproduced in Philosoetry and at the close of Conquest of Dough.





Juvenal wrote the line that runs through this volume in the 110s of the common era, in a small Italian town called Aquinum, in the sixth of his sixteen surviving Satires. The satire is, on its surface, a misogynistic attack on the marriage customs of the late-Antonine Roman aristocracy — the women take lovers, the men cannot keep them faithful, the household guards who are supposed to maintain the wives’ chastity are themselves the lovers. The satire, in this register, has done its work in classical-philology departments for nineteen hundred years and has been quoted in roughly equal measure by readers who admire it and readers who do not.

The line itself, however, has done a different working life from the surrounding poem. The line is ´´sed quis custodiet ipsos custodes?´´ — ´´but who shall watch the watchers themselves?´´ — at lines 347 to 348 of Satire VI. The line was excerpted from its misogynistic dramatic situation almost immediately, in the late-antique and medieval-Latin tradition, and turned into the standard interrogation of every constitutional arrangement in which one body is granted authority over another in the name of supervision. The Roman emperors’ praetorian guards; the medieval kings’ chamberlains; the early-modern courts’ lord chancellors; the late-modern republics’ presidents and prime ministers; the twentieth-century supranational bodies’ executive boards. Quis custodiet ipsos custodes? If the body that watches is itself unwatched, the body that watches becomes the sovereign. The interrogation is twenty centuries old. The interrogation has not stopped being the live question.

This volume is about a particular instance of the interrogation. The instance is the Bank for International Settlements, headquartered in Basel, Switzerland, founded in 1930 to administer the Young Plan reparations imposed on the Weimar Republic by the victorious Allied Powers after the First World War. The Bank survived its founding mandate by some decades. The Bank now operates, in the monetary settlement of the twenty-first century, as the coordinating central-banks-of-central-banks body whose member institutions — sixty-three central banks as of the late-2020s, including every major central bank in the developed world and most major central banks in the developing world, with the Central Bank of the Russian Federation a member-on-paper whose access to BIS services, meetings and other activities has been suspended since the post-February-2022 sanctions imposed on Russia (the membership composition is on the BIS public record at bis.org/about/member_cb.htm) — meet at the Bank’s Basel premises every two months under the Bank’s Chatham-House-rules confidentiality regime, with no published agenda, no published minutes, and no accountability to any electorate.

Joseph Alois Schumpeter, in his 1911-1912 German Theorie der wirtschaftlichen Entwicklung (translated into English by Redvers Opie as The Theory of Economic Development and published by Harvard University Press in 1934), named the individual banker as the ephor of the exchange economy — the supervisory figure of the credit-creating function in any modern monetary economy. Schumpeter wrote the metaphor eighteen years before the BIS existed. Roger G. Lewis, in the Concluding Prayer of his Usury Hell’s Fuel — the first part of his epic poetry trilogy in four parts, ©Roger G. Lewis 2016, reproduced in Philosoetry and at the close of Conquest of Dough — applied Schumpeter’s metaphor to the post-1930 BIS as the Ephors of Debt and the ephors of usury: the bankers’ bank, the coordinating body for the central-bank governors of the member states, the institution that since 1930 has run at international scale what Schumpeter named at individual-banker scale.

Schumpeter named the function in 1912. Lewis named the institution at international scale in 2016. The chapter title — Ephors of Debt — is Lewis’s 2016 sobriquet at primary source, with restatement in his 2024 Al Smith Outing / Iron Law of Oligarchy / Ephors Grub Street in Exile substack post. Quis custodiet ipsos custodes? The volume that follows takes up the interrogation.




§1. The Spartan Ephors and Juvenal’s Interrogation

The Spartan constitution, as set out by Plutarch in his Life of Lycurgus (the same source Volume 1 Chapter 2 §1 drew on for the Lycurgan iron-money story), included a remarkable institution: a board of five magistrates called ephoroi — ´´overseers´´ — elected annually from the citizen body, holding office for a single year, charged with the oversight of every other institution of the Spartan state. The ephors attended the meetings of the gerousia (the council of elders); the ephors received reports from the dual kings; the ephors had the authority to imprison the kings if the kings exceeded their constitutional powers; the ephors administered the business of the Spartan state in the periods between the meetings of the larger assembly.

The Spartan constitution is the most thoroughgoing experiment in supervised authority that the ancient Greek world produced. The dual-kingship was the executive. The gerousia was the deliberative body. The apella was the assembly of full citizens. The ephors were the watching body. Quis custodiet ipsos custodes? — the Spartan answer was that the ephors watched the kings, the assembly watched the ephors, and the long-running cultural practice of Spartan citizenship watched the assembly. The system held, with adjustments, for some five centuries. The system finally collapsed in the third century before the common era under the pressure of military defeat by Thebes (371 BCE), economic disruption from the broader Greek world, and the substantive contradictions in the Lycurgan austerity programme that Volume 1 Chapter 2 set out.

The ephors’ trajectory is the trajectory the chapter is interested in. The ephors began as the supervisors of the kings. The ephors ended, by the late-Spartan period, as the executive — the body that had acquired, by long practice, more authority than the body it had been instituted to supervise. The watchers had, through the necessity of supervision, become more powerful than the watched.

Juvenal wrote quis custodiet ipsos custodes? in the early second century of the common era, six hundred years after the trajectory of the Spartan ephors had reached its endpoint. The dramatic situation of the line in Satire VI is the household-eunuch question: who watches the eunuchs who are watching the wives? The dramatic situation has been quoted out of context for nineteen hundred years. The substantive interrogation has been the interrogation of every constitutional arrangement since.

The interrogation is a single sentence. The interrogation cannot be answered by a regress of further watching bodies, each watching the body below. The regress is infinite; the sovereign is the body at the head of the regress; the body at the head of the regress is, by definition, unsupervised. The constitutional solutions the tradition has produced — popular sovereignty (Locke 1689; Paine 1791-92), parliamentary supremacy (the British settlement of 1688), separation of powers (Montesquieu 1748, Madison 1788), constitutional courts (the post-1945 European settlements) — each address the interrogation by locating the sovereignty in a different body. Each solution leaves the interrogation unresolved at the head of the regress. The sovereign is, in the working out, the body whose authority is not, in practice, supervised by any other body.

The BIS, in the monetary settlement of the post-1944 period, is the body at the head of the monetary regress. The chapter sets out what that means in detail.





§2. Schumpeter’s Banker-Ephor — and Lewis’s 2016 Application

Joseph Alois Schumpeter, in the German first edition of Theorie der wirtschaftlichen Entwicklung of 1911-1912 — translated into English by Redvers Opie as The Theory of Economic Development and published by Harvard University Press in 1934 — names the individual banker as the ephor of the exchange economy. The passage is at page 74 of the 1934 Harvard UP English edition. Schumpeter’s argument is that any modern monetary economy organised around the credit-creating function requires a figure who supervises that function — who decides which new combinations of productive resources the economy will finance and which it will not. That figure is, by Schumpeter’s reading, the banker.

The metaphor predates the Bank for International Settlements by eighteen years. The BIS was founded in 1930. Schumpeter’s banker is, in the 1912 reading, the individual banker — ´´the capitalist par excellence´´, as Schumpeter put it on the same page — who produces ´´the commodity ‘purchasing power’´´ that makes possible ´´the new combinations associated with innovation.´´ The metaphor sits at the centre of Schumpeter’s innovation-financing thesis: the banker is the supervisory figure of the credit-creating function because the banker decides what gets credit, and what gets credit is what gets to happen.

The metaphor has been in active scholarly circulation as Schumpeter’s for nine decades. Mariana Mazzucato and L. Randall Wray, in their May 2015 Levy Economics Institute of Bard College Working Paper No. 837, Financing the Capital Development of the Economy: A Keynes-Schumpeter-Minsky Synthesis, cite Schumpeter 1934 [1912] p. 74 three times across their argument. The paper adopts ´´Banker as Ephor of Capitalism´´ as one of its JEL keywords. The substantive passages Mazzucato and Wray pull are at the same locus: the banker as ´´capitalist par excellence´´, producer of ´´the commodity ‘purchasing power’´´, the figure who makes possible the ´´new combinations associated with innovation.´´ The metaphor is in the scholarly record as Schumpeter’s. It is in the scholarly record at primary-source level. It is in the scholarly record at the page-number level. The locus is firm.

What Schumpeter did not write was anything about the Bank for International Settlements. The BIS does not appear in The Theory of Economic Development — it could not, since Schumpeter wrote the book in 1911-1912 and the BIS did not exist until 1930. Schumpeter’s 1954 posthumous History of Economic Analysis (Allen & Unwin, London) does not name the BIS either: full-text search across the 1,322 pages returns zero occurrences of ´´Bank for International Settlements´´, ´´Basel´´, ´´Basle´´, or ´´ephor´´. The discipline of the audit is plain: Schumpeter named the function of the banker as ephor in 1912; he did not name the BIS as the Ephors of Debt in 1954 or at any other date; that attribution is to a different author at a different date.

This matters because the chapter is engaging a sobriquet — Ephors of Debt — that the chapter applies to the BIS. The sobriquet is Roger G. Lewis’s 2016 intellectual move in his Usury Hell’s Fuel — the first part of his epic poetry trilogy in four parts, ©Roger G. Lewis 2016 — and specifically in the Concluding Prayer of that work, reproduced in his Philosoetry poetry collection and at the close of Conquest of Dough. Lewis’s Concluding Prayer contains, in its closing turn, the question that fixes the sobriquet at primary source:


´´What is this power of usury? Where did this power come from? Who is it exercised for and to whom do you ephors of usury answer to? And now let me ask. How do we take this power away? Only then we shall see good faith and brotherhood restored to the commons.´´

— Roger G. Lewis, Concluding Prayer of Usury Hell’s Fuel, 2016.



And, earlier in the same Prayer, the epistemological move that names the ephors in the same breath as the irreducible-posit philosophical frame the whole volume runs against:


´´Seek out the irreducible posits, the epistemological gods of homer. If there be one free miracle let the ephors explain the rest.´´

— Roger G. Lewis, Concluding Prayer of Usury Hell’s Fuel, 2016.



The ´´ephors of usury´´ sobriquet at primary source. In Lewis’s voice. Dated 2016. Published in Usury Hell’s Fuel (the first part of the epic trilogy in four parts), reproduced in Philosoetry and at the close of Conquest of Dough. The application is a single move at a single scale: if Schumpeter named the individual banker as the ephor of the exchange economy (1912), then the BIS — as the bankers’ bank, the coordinating body for the central-bank governors of the member states, the institution that since 1930 has run the supervisory function for the international monetary settlement — occupies the same role at international scale. Schumpeter named the function in 1912. Lewis named the institution at international scale in 2016. The chapter title — Ephors of Debt — is the compression of Lewis’s 2016 Concluding Prayer. Lewis restated the synthesis in 2024 on his Grub Street in Exile substack. Two named authors, two named dates, two named primary sources.

The transposition the volume runs against is this: the BIS-as-Ephors-of-Debt position is the position Juvenal’s interrogation engages with at international monetary scale. The Spartan ephors began as supervisors and became the executive — §1 set this out against Plutarch’s Life of Lycurgus. Schumpeter’s bankers, in his 1912 reading, were the ephors of the credit-creating function. Lewis’s 2016 reading extends the metaphor to the BIS, which began as a reparations-clearinghouse in 1930 and became the supervising body for the international monetary settlement across the post-1944 period — and Lewis names the ephors of usury who answer to no one as the substantive sovereignty problem the volume engages. §3 walks the BIS’s 1930 founding. §4 walks the war years. §5 walks the post-war reconstitution. §6 walks the Basel Accords sequence. §7 walks the Carstens-era expansion and the Hernández de Cos succession. §8 returns Juvenal’s interrogation and Lewis’s.





§3. The Founding — 1930

The Bank for International Settlements was incorporated under Swiss law at Basel on 17 May 1930 by an international convention signed at The Hague on 20 January 1930. The Bank’s founding architects, at primary source, were Montagu Norman (Governor of the Bank of England 1920-1944) and Hjalmar Schacht (President of the Reichsbank 1923-1930 and again 1933-1939) — as Adam LeBor sets out in Tower of Basel: The Shadowy History of the Secret Bank that Runs the World (PublicAffairs, 28 May 2013) at primary source on the DoughForge Code seat’s filesystem.

The founding member central banks were the National Bank of Belgium, the Bank of England, the Banque de France, the Reichsbank (Germany), and the Bank of Italy. Joining the five founding central banks were a consortium of Japanese banks (LeBor Tower of Basel p.16 names the Japanese participation at founding as a private-bank consortium — ´´The BIS’s founding members were the central banks of Britain, France, Germany, Italy, Belgium, and a consortium of Japanese banks´´ — and not the Bank of Japan as the central institution; the Bank of Japan itself became a BIS member at a later date, conventionally placed at 1970 per the joining-date list still pending separate verification) and a banking consortium representing the United States (the United States having declined to formally join the Bank, on the political-domestic ground that the BIS was seen by the American Congress as an internationalist body that the post-Senate-rejection-of-the-Treaty-of-Versailles American settlement was not in a position to endorse).

The Bank’s founding mandate was, in practice, narrow. The Bank was to administer the reparations payments under the Young Plan — Owen Young as the named architect of the 1929 revision of the German reparations schedule under the Versailles Treaty. The Young Plan had reduced the German reparations from the impossibility of the Dawes Plan schedule (which had itself been a 1924 revision of the impossibility of the original 1921 schedule) to a schedule that the Young Plan’s drafters believed the German economy could sustain. The BIS was to be the clearinghouse for the reparations payments — the institution through which the German payments would be received and through which the receiving Allied creditors would receive their distributions.

The mandate was obsolete by 1933. The Hoover moratorium of June 1931 had suspended the reparations payments for one year. The Lausanne Conference of June–July 1932 had reduced the German reparations to a token settlement that the German government was not in a position to pay in any case. The Nazi government’s accession to power in January 1933 had ended the reparations payments altogether. The BIS’s founding mandate had been superseded within three years of the Bank’s establishment.

The Bank had not, however, dissolved. The Bank had reconfigured. The configuration of the post-1933 BIS is the configuration Lewis’s 2016 Concluding Prayer names as the ´´Ephors of Debt´´ position — Schumpeter’s 1912 banker-as-ephor metaphor extended to the institutional scale the post-1930 BIS occupies. The Bank held the gold reserves of its member central banks (the ´´gold pool´´ the post-1944 Bretton Woods settlement would inherit). The Bank operated as the clearinghouse for international monetary settlements among the member institutions. The Bank hosted the bi-monthly meetings of the member central-bank governors at its Basel premises. The Bank’s immunity from national jurisdiction — established under the founding Hague Convention and reaffirmed in the post-1944 settlement — gave the Bank a sovereignty no other international institution of the inter-war period possessed.

This is the institution Lewis’s 2016 Concluding Prayer names as the ´´Ephors of Debt´´ and the ´´ephors of usury´´. The volume that follows engages it.





§4. The War Years — Schacht, the Gold-Laundering Question, McFadden

The BIS’s role during the Second World War is the most substantively-contested passage in the institution’s history. The evidence has been accumulating across eighty years. The institutional response has been, in compressed form, that the Bank operated under the necessity of neutrality between the belligerent powers and that its transactions during the period were, by the standards of international banking, within the bounds of normal central-bank-coordinating practice.

The evidence the institutional response is engaged with includes the role of Hjalmar Schacht — President of the Reichsbank from March 1933 to January 1939 and Reich Minister of Economics from August 1934 to November 1937 — as the principal of the Nazi-era German central-banking position, and Schacht’s seat on the BIS board across his Reichsbank tenure. Schacht himself, in the published record Adam LeBor documents at primary source, called the BIS ´´my bank´´ — at LeBor Tower of Basel p.16 (´´Hjalmar Schacht, the president of the Reichsbank who described the BIS as ‘my’ bank´´) and again at p.42 (´´Hjalmar Schacht, who loved to refer to the BIS as ‘my bank’, continued to rage over the scale of reparations under the Young Plan´´). The phrase is Schacht’s own characterisation, repeated across his BIS-board tenure. LeBor records at primary source that the BIS provided the Reichsbank with a ready-made network of contacts and that the bank gave Schacht — the architect of the German war economy — regular meeting opportunities with peers and the means to gather intelligence across the inter-war period. The evidence includes the BIS’s acceptance, in March 1939 after the German invasion of the rump Czechoslovak state, of a transfer of the Czechoslovak gold reserves from the Czechoslovak National Bank’s BIS-held account to the Reichsbank’s BIS-held account — a transfer the Czechoslovak government-in-exile contested at the diplomatic level across the war and after, and that the BIS executed under the argument that the transfer instructions had been received from the authority that held the signing authority on the Czechoslovak account. The evidence includes the BIS’s transactions in gold across the 1939–1944 period — gold whose provenance has been substantively contested in the post-war historiography, with the positions ranging from ´´standard inter-central-bank gold transfers within the rules of international banking´´ to ´´the laundering of gold the German occupation had confiscated from the central banks of the occupied countries and from individual victims of the Nazi extermination programme.´´

The post-1945 record on the BIS-Reichsbank-war-crimes nexus is documented at primary source in LeBor’s Tower of Basel at p.17 and p.97. After 1945, five BIS directors, Schacht among them, were charged with war crimes — at LeBor p.17: ´´After 1945, five BIS directors, including Hjalmar Schacht, were charged with war crimes. Germany lost the war but won the economic peace, in large part thanks to the BIS.´´ Emil Puhl — Vice President of the Reichsbank and a BIS director across the war years — was found guilty of war crimes at Nuremberg (LeBor p.97). Schacht was tried at Nuremberg on the major charges (LeBor p.49 references the trial); he was acquitted on the principal charges, in the institutional record the Nuremberg trial transcripts preserve.

LeBor’s Tower of Basel records at primary source the substance of the wartime gold contestation within the BIS itself. Roger Auboin — the French General Manager of the BIS across the war years (his post-war role and 1955 institutional essay engaged in §5 below) — opposed the BIS’s then-President Thomas H. McKittrick and the BIS’s senior management on the question of accepting German gold payments. Auboin’s position was that the BIS should no longer accept German payments in gold but should demand Swiss Francs instead. Auboin was, in LeBor’s reading at p.97, right: ´´The Belgian gold had been melted down at the Prussian Mint and stamped with false identifying numbers and dates between 1934 and 1939´´. About 1.6 metric tons of the falsified Belgian gold was used by the Reichsbank to fund the German war machine, with the BIS as the institutional channel through which the gold was being moved across the international banking system.

The McFadden speeches in the United States Congress are the primary source for the contemporary American engagement with the BIS during the period the evidence has been accumulating around. Louis Thomas McFadden — Republican congressman for Pennsylvania, Chairman of the House Committee on Banking and Currency from 1920 to 1931 — delivered twenty Congressional speeches between 1931 and 1935 setting out the case against the BIS, the Federal Reserve, and the broader international-banking coordination that the post-1913 American settlement had been participating in. The speeches are reproduced in Michael L Chadwick’s Global Governance in the Twenty-First Century (Boise, Idaho: Global Affairs Publishing Company, 2007), Appendix E Appendix 82 items 14 through 33, at pages 177 through 456 of that appendix. McFadden’s case was that the BIS was the coordinating body through which the post-1913 American central-banking position was being subordinated to the interests of the European-and-British international-banking coordination, and that the independence of the American monetary system had been substantively compromised by the coordination at Basel.

McFadden died on 1 October 1936 in New York City. The circumstances of his death have been contested in the substantive American historiography across the period since. The standard institutional position is that McFadden died of natural causes after a brief illness. The substantive historiography that contests this position points to two earlier attempts on McFadden’s life (one in 1933, one in 1934, both publicly documented at the time), to McFadden’s pattern of receiving threats from the position-holders his speeches were engaging, and to the circumstances of the 1936 death itself.

The Bretton Woods conference at which the post-war international monetary settlement was set down was, in Adam LeBor’s primary-source account at Tower of Basel p.127, ´´seven hundred delegates from the forty-four Allied nations gathered at the Mount Washington Hotel in Bretton Woods, New Hampshire, for the United Nations Monetary and Financial Conference.´´ Henry Morgenthau and Harry Dexter White led the American delegation (LeBor p.127). The conference’s Resolution V of July 1944 — named by LeBor at p.129 as the ´´Norwegian-Dutch resolution´´ in honour of its sponsors — called for the liquidation of the Bank for International Settlements ´´at the earliest possible moment´´ (LeBor p.129 carries the exact phrase at primary source: ´´a new Norwegian-Dutch resolution calling for the liquidation of the bank at the ‘earliest possible moment’ was finally agreed´´). The resolution was adopted by the votes of the Bretton Woods conference delegations. The resolution was not enforced. The principal supporters of the resolution — Henry Morgenthau Jr (US Secretary of the Treasury) and Harry Dexter White (Assistant Secretary of the Treasury, lead American negotiator at Bretton Woods) — exited the political settlement of the post-war American government within the year (Morgenthau resigned in July 1945; White’s position eroded across the late 1940s and he died on 16 August 1948 of a heart attack three days after testifying to the House Committee on Un-American Activities against allegations of having been a Soviet agent). The institution Resolution V called for the liquidation of survived its near-execution. The BIS’s own house history names its survival of the period by gloss: Gianni Toniolo (Professor of Economics at Università di Roma Tor Vergata; Research Professor at Duke University), with the assistance of Piet Clement (BIS archivist), published Central Bank Cooperation at the Bank for International Settlements, 1930–1973 through Cambridge University Press in 2005, with BIS General Manager Malcolm Knight’s foreword statement — confirmed at primary source via the BIS press release of 17 May 2005 announcing the book’s launch for the BIS’s 75th anniversary. Toniolo’s book includes a section titled ´´What ‘Saved’ the BIS?´´ — the quotation marks around ´´Saved´´ in the institutional self-history being the compression of the institutional acknowledgement that the institution had been, in the understanding of its own historians, very close to liquidation in 1944 and had survived through channels the institutional history is not in a position to name without qualification. John McCloy — High Commissioner for Germany 1949-1952, later Chairman of the Council on Foreign Relations and Chase Manhattan Bank — is named at primary source in LeBor’s Tower of Basel as the most important VIP the BIS received in the immediate post-war period, with a documented visit to the BIS in September 1947.





§5. The Post-War Reconstitution

The BIS reconstituted itself in the post-1944 period under the argument that the Resolution V liquidation had not been ratified by the relevant signatories and that the necessity of central-bank coordination across the post-war reconstruction period required the continuation of an institution capable of providing the venue for that coordination. The argument carried. The Bank continued.

Roger Auboin, General Manager of the BIS from 1938 to 1958 and the principal of the institutional reconstitution across the post-war decade, published in May 1955 in the Princeton Essays in International Finance








§6. The Basel Accords











§7. The Carstens Era and the Hernández de Cos Succession — 2017 to present












§8. The Question Returned
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