Ludwig von Mises and
The Vienna of HisTime

PART I

BY RICHARD M. EBELING

udwig von Mises was a passionate advocate of

reason who deeply believed in the value of

human freedom. He also was a patriotic cosmo-
politan; that is, in the years before he left Europe in
1940, Mises was deeply loyal to the Austria of his birth,
while adhering to a philosophy and an outlook on life
that was universalistic in its principles. In
other words, Ludwig von Mises was an
Austrian Jew.'

This may seem like a strange statement
to anyone familiar with Mises’s writings.
In his memoirs, Notes and Recollections, he
never once mentions the faith of his
ancestors.” Nor does he speak in favor of
Judaism—indeed, in his treatise on
Socialism, he refers to Judaism as one of the
stagnant and backward religions.” And
only in Omnipotent Government, written
during World War II from his exile in
America, does he discuss and criticize anti-Semitism in
Germany in particular and in Europe in general.* Yet,
F. A. Hayek once commented that Mises considered
himself to have been a victim of anti-Semitism in hav-
ing never been awarded the academic position at the
University of Vienna for which he considered himself
rightfully qualified.’

Still, in many ways Mises’s life from his birth in
Lemberg in the old Austro-Hungarian Empire to his
departure from the Austria of the interwar period
reflects and parallels the triumphs and tragedies of the
Jews of Austria. Mises was born September 29, 1881, in
Austrian Poland, or Galicia, as it was called. In the last
decades of the nineteenth century, 50 percent of the
population of some parts of Galicia was Jewish, with
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the center of Jewish life and culture being in the
province’s capital, Mises’s birthplace.

The documents that Ludwig von Mises’s great-
grandfather, Mayer Rachmiel Mises, prepared as
background for his ennoblement by the Austrian
Emperor Franz Joseph in June 1881 (just a few months
before Ludwig was born) record the
history of the Mises family in Lemberg
going back to the 1700s. Mayer’s father,
Fischel Mises, had been a wholesaler and
real estate owner who had received per-
mission to live and conduct business in the
so-called “restricted district” reserved for
non-Jews. At the age of 18, Mayer married
a daughter of Hirsch Halberstamm, the
leading Russian-German export trader in
the Galician city of Brody.

Mayer took over the family business
following his father’s death and also served
for 25 years as a commissioner in the commercial court
of Lemberg. For a time he also was on the city council
and served as a full member of the Lemberg Chamber
of Commerce. He also was a cofounder of the Lemberg
Savings Bank, and later was a member of the board of
the Lemberg branch of the Austrian National Bank. In
addition, he was a founder of a Jewish orphanage, a
reform school, a secondary school, a charitable institu-
tion for infant orphans, and a library in the Jewish
community. Some of these charities were begun with
funds provided by Mayer for their endowment. Indeed,
it was for his service to the Emperor as a leader of the
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Jewish community in Lemberg that Mayer Mises,
great-grandfather of Ludwig von Mises, was ennobled.

Mayer’s oldest son, Abraham Oscar Mises, ran the
Vienna office of the family business until 1860, when
he was appointed director of the Lemberg branch of
the Creditanstalt bank. Abraham also was the director
of the Galician Carl-Ludwig Railroad. It is perhaps
because of Abraham’s connection with this railroad
that his own son, Arthur Edler Mises, took up civil
engineering with a degree from the Zurich Polytechnic
in Switzerland, and then worked for the Lemberg-
Czernowitz Railroad Company. Arthur married Adele
Landau, the granddaughter of Moses Kallir and the
grandniece of Mayer Kallir, a prominent Jewish mer-
chant family in Brody. Arthur and Adele had three
sons, of whom Ludwig was the oldest. His brother,
Richard, became an internationally renowned mathe-
matician who later taught at Harvard University. The
third child died at an early age.

Members of the Mises family also were devout
practitioners of their Jewish faith. The vast majority of
the Galician Jews were Hasidic, with all the religious
customs and rituals that entailed.” As a small boy,
Ludwig would have heard and spoken Yiddish, Polish,
and German, and studied Hebrew in preparation for
his bar mitzvah.

Ludwig’s father, Arthur, like many of his genera-
tion, chose to leave Galicia and make his life and
career in the secular and German cultural world of
Vienna. But from the documents among Ludwig von
Mises’s “lost papers” in the Moscow archives,® it is clear
that his mother maintained ties to her birthplace, con-
tributing money to several charities in Brody,
including a Jewish orphanage.” In Vienna in the 1890s,
Arthur was an active member of the Israelite
Community’s Board, a focal point for Jewish cultural
and political life in the Austrian capital.”

Denied Civil Liberties
Until the early and middle decades of the nine-

teenth century, Jews throughout many parts of
Europe were denied civil liberties, often being severely
restricted in their economic freedom and, especially in
Eastern Europe, confined to certain geographical areas.
In the 1820s Jews were still not permitted to live and
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work freely in Vienna; special permission from the
Emperor was required." Commercial and civil libera-
tion of the Austrian Jews only occurred in the
aftermath of the Revolution of 1848, most especially
with the new constitution of 1867, which created the
Austro-Hungarian Dual Monarchy following Austria’s
defeat in its 1866 war with Prussia.”” The spirit and
content of the 1867 constitution, which remained the
fundamental law of the Empire until the collapse of
Austria-Hungary in 1918, reflected the classical-
liberal ideas of the time." Every subject of the Emperor
was secure in his life and private property; freedom of
speech and the press was guaranteed; freedom of occu-
pation and enterprise was permitted; all religious faiths
were respected and allowed to be practiced; freedom of
movement and residence within the Empire was a
guaranteed right; and all national groups were declared
to have equal status before the law."

No group within the Austro-Hungarian Empire
took as much advantage of the new liberal environ-
ment as the Jews. In the early decades of the
nineteenth century a transformation had begun among
the Jewish community in Galicia. Reformers arose
arguing for a revision in the practices and customs of
orthodox Jewry. Jews needed to enter the modern
world and to secularize in terms of dress, manner, atti-
tudes, and culture. The faith had to be stripped of its
medieval characteristics and ritualism. Jews should
immerse themselves in the German language and
German culture. All things “German” were distin-
guished as representing freedom and progress."

With the freedoms of the 1867 constitution,
Austrian and especially Galician Jews began a cultural
as well as a geographical migration. In 1869 Jews made
up about 6 percent of the population of Vienna. By the
1890s, when the young Ludwig von Mises moved to
Vienna with his family, Jews made up 12 percent of the
city’s population. In District I, the center of the city
where the Mises family lived, Jews made up over 20
percent of the population. In the neighboring District
11, the portion was over 30 percent.'®

But in the late-nineteenth and early-twentieth cen-
turies, there was a stark contrast between these two
districts of the city. In District I the vast majority of
the Jewish population had attempted to assimilate
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with their non-Jewish neighbors in dress, manners, and
cultural outlook. On the other hand, in District II, bor-
dering on the Danube, the Jewish residents were more
likely to have retained their Hasidic practices and
orthodox manners, including their traditional dress. It
was the visible difference of these Jews, who often had
more recently arrived from Galicia, which so revolted
the young Adolf Hitler—who was shocked and won-
dered how people acting and appearing as they did
could ever be considered “real Germans.” They seemed
such an obviously alien element in Hitler’s eyes."

The characteristic mark of most of the Jews who
migrated to Vienna (and other large cities of the
Empire, such as Budapest and Prague) was their desire
and drive for assimilation; in many ways they tried to
be more German than the German-Austrians. The
Czechs, Hungarians, and Slavs, on the other hand,
often were still focused on their traditional ways; the
Hungarians in particular were suspicious of the
Enlightenment, civil liberties, and equality—these
threatened their dominance over the subject peoples
in their portions of the Empire. To constrain the
Hungarians, the Emperor increasingly put the Czechs,
Poles, and Slavs under direct imperial administration
on an equal legal footing with the German-Austrians."
For the Jews, Austrian imperial policy meant the end
of official prejudice and legal restrictions, and the
advent of civil rights and educational opportunities."
Their continuing and generally steadfast loyalty to the
Habsburgs, however, led many of the other nationali-
ties to be suspicious and anti-Semitic as the years went
by. The Jews were viewed as apologists and blind sup-
porters of the Habsburg Emperor, without whose
indulgence and protection the Jews might have been
kept within the ghetto walls.”

Civil liberties and practically unrestrained commer-
cial and professional opportunity soon saw the Jews
rise to prominence in a wide array of areas of Viennese
life.” By the beginning of the twentieth century more
than 50 percent of the lawyers and medical doctors in
Vienna were Jewish. The leading liberal and socialist
newspapers in the capital were either owned or edited
by those of Jewish descent, including the New Free
Press, the Viennese newspaper for which Mises often

wrote in the 1920s and 1930s. The membership of the

journalists’ association in Vienna was more than 50
percent Jewish. At the University of Vienna in 1910,
professors of Jewish descent constituted 37 percent of
the law faculty, 51 percent of the medical faculty, and
21 percent of the philosophical faculty. At the time
Mises attended the university in the first decade
of the twentieth century, almost 21 percent of
the student body was Jewish. The high proportion of
Jews in literature, theatre, music and the arts was
equally pronounced.”

German High-School System

he main avenue for social and professional

advancement was education in the gymnasium sys-
tem—the high-school system in the German-speaking
world. The gymnasium education not only offered the
path to higher education and a university degree for
many Jews, but it also was an avenue for acculturation
and assimilation into European and especially German
culture. For example, Mises and his fellow student
Hans Kelsen (who later became an internationally
renowned philosopher of law and the author of the
1920 constitution of the Republic of Austria) attended
the Akademisches Gymnasium in the center of Vienna.
[t was meant for students preparing for the university
and professional careers. Here a wide liberal-arts edu-
cation was acquired with mandatory courses in Latin,
Greek, German language and literature, history, geog-
raphy, mathematics, physics, and religion, with
electives in either French or English—M ises selected
French. At the core of the curriculum also was the
study of the ancient Greek and Roman classics. Mises
and other Jewish students at the Akademisches
Gymnasium, as a part of their religion training, had
courses in Hebrew.”

According to memoirs written by people who
attended the Akademisches Gymnasium in the 1880s and
1890s, most of the students ridiculed the religion
classes as “superstition.” The Greek and Roman classics
were considered literary avenues to the mainstream of
modern European and Western culture. And while con-
temporary writings in history, social criticism, literature,
and the sciences were not assigned, the students
absorbed these works on their own as a way to integrate
themselves into modern and “progressive” society.*
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In the 1890s, during Mises’s time at the school, 44
percent of the student body was Jewish. But there were
some gymnasiums at which Jewish admission was infor-
mally restricted. For example, the Maria Theresa
Academy of Knights in Vienna was reserved for the
children of the nobility and senior officials. Joseph
Schumpeter attended it in the 1890s, but only because
his stepfather was a lieutenant field-marshal. No mat-
ter what his academic qualification, Mises would have
had virtually no chance of having been accepted there.
There were clusters of these gymnasiums that were
clearly closed to Jews, even if they were converts to
Christianity, while other clusters represented the high
schools where middle-class Jewish businessmen, pro-
fessionals, and civil servants sent their children.”

But for all their assimilationist strivings—their con-
scious attempts to be German-Austrians in thought,
philosophy, outlook, and manner—they remained dis-
tinct and separate. Not only was this because they
belonged to schools, professions, and occupations in
which they as Jews were concentrated, but because
non-Jewish German-Austrians viewed them as sepa-
rate and distinct. However eloquent and perfect the
Jews’ German in literature and the spoken word, no
matter how valuable their contributions to Viennese
society and culture, most non-Jewish Viennese consid-
ered these to be Jewish contributions to and influences
on German-Austrian cultural life.

Name, family history, gossip, and mannerisms
made it clear to most people who was Jewish and who
was not. The wide and pronounced success of so
many Viennese Jews made non-Jews conscious of
their preponderance and presence in many visible
walks of life. And it served as the breeding ground
for anti-Semitism.*

In the Habsburg domains, part of this anti-Semitism
was fed by conservative and reactionary forces in soci-
ety that often resented the Emperor’s diminishment or
abolition of the privileges, favors, and status of the
Catholic Church and the traditional landed aristocra-
cy. The high proportion of Austrian Jews involved in
liberal or socialist politics made them targets of the
conservatives who said they were carriers of moderni-
ty, with its presumption of civil equality, unrestrained
market competition, and a secularization that was said
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to be anti-Christian and therefore immoral and deca-
dent. Preservation and restoration of traditional and
Christian society, it was claimed, required opposition
to and elimination of the Jewish influence on society.
Jews were the rootless “peddlers” who undermined tra-
ditional occupations and ways of earning a living, as
well as the established social order of things. They pur-
sued profit. Honor, custom, and faith were willingly
traded away by them for a few pieces of gold, it was
said. Craft associations became leading voices of anti-
Semitism, especially when economic hard times
required small craftsmen and businessmen to go hat in
hand to Jewish bankers for the borrowed sums to tide
them over these times of economic trouble.”

Anti-Jewish Sentiment

German nationalism also was a vehicle for growing
anti-Jewish sentiment. The paradox here is that
in the 1860s and 1870s a sizable number of Jewish
intellectuals were founders and leaders in the Austrian
and German nationalist movements. German culture
and society were viewed as representing the universal
values of reason, science, justice, and openness in both
thought and deed. German culture and political pre-
dominance within the Austro-Hungarian Empire
restrained the backward-looking forces of darkness,
that is, the Hungarian, Czech, and Slavic threats. At
the same time, German influence in Central Europe
offered rays of enlightenment in Eastern Europe.

Mises estimated that before World War II, Jews
made up 50 percent of the business community in
Central Europe and 90 percent of the business com-
munity in Eastern Europe.” Indeed, in Omnipotent
Government he asserted that in Eastern Europe “mod-
ern civilization was predominantly an achievement of
Jews.” ¥ What the Jews in these parts of Europe intro-
duced and represented, at least in their own view, was
the enlightened German mind, with its culture and
institutions. But to the nationalities being introduced
to and “threatened” by this German cultural influence,
it was perceived as Jewish as much as German—a dom-
inating, imperial, and “foreign” culture.

At the same time, in both Germany and German-
Austria, many of the Christian German nationalists
viewed the Jews in the forefront of the Pan-German
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nationalist movements as interlopers. As a conse-
quence, in the second half of the nineteenth century,
rationalizations emerged to justify the rejection of
Jewish participation in the cause of German national-
ism and culture. It was said that only Christians and
the Christian faith were consistent with true German
life and culture. But when a significant number of
German and Austrian Jews converted to Christianity,
it still was found not to be enough. Now it was claimed
that to be a true German it was not sufficient to be a
convert to Christianity. “Germanness” was a culture,
an attitude toward life and a certain sense of belonging
to the Volk community.

As a growing number of Jews immersed themselves
in all things German—Ilanguage, philosophy, litera-
ture, dress, and manner—it was found, again, not to be
enough. Really to be a German was to share a common
ancestry, a heritage of a common blood lineage.” This
was one barrier the German and Austrian Jews
could not overcome. In the emergence of racial anti-
Semitism in the 1880s and 1890s were the seeds of the
“final solution.”

In Vienna the spirit of anti-Semitism was repre-
sented by Karl Lueger, who was mayor of the capital
city in the first decade of the twentieth century and a
leader of the Christian Social Party. He insisted that
only “fat Jews” could weather the storm of capitalist
competition. Anti-Semitism, Lueger said, “is not an
explosion of brutality, but the cry of oppressed
Christian people for help from church and state.” He
blended anti-Semitism with social-left reforms, which
included civil-service and municipal-government
restrictions on Jewish access to city jobs or contracts.
On the other hand, when Lueger was challenged on
why he had Jewish friends and political associates, he
replied, “I decide who is a Jew.”*

But in spite of the presence and growth of
anti-Semitic attitudes in the late-nineteenth and
early-twentieth centuries in Austria in general and
Vienna in particular, Mises’s lack of attention to his
own Jewish family background or any hint of the
impact of anti-Semitism around him—there were anti-
Jewish student riots at the University of Vienna during
the years when he was a student there around the turn
of the century—was in fact not uncommon. One can

read Stefan Zweig’s fascinating account of everyday life
in the Vienna of this time and have the distinct
impression that anti-Semitic attitudes and municipal-
government policy were virtually nonexistent.”

Invisible Walls

Yet the circles in which people moved in Viennese
society both before and after World War I existed
with many invisible walls. Traditional or orthodox
Jews lived and worked within a world of their own in
the city.”* Secular and assimilated Jews, like Ludwig
von Mises and Hans Kelsen, moved in circles of both
Jews and non-Jews; but even the nonreligious and
German-acculturated Jews clustered together. A
review of the list of participants in Mises’s famous pri-
vate seminar in Vienna, for example, shows a high
proportion of Jews.” And even after Mises had moved
to Geneva, Switzerland, in 1934, his agenda books for
this time show that many of his social engagements
were with other Jews residing in that country.

The end of the nineteenth and the beginning of the
twentieth century saw the eclipse of liberalism in
Austria and the rise of socialism in its place, centered
in the political ascendancy of the Social Democratic
Party. A sizable number of Jews were prominent in the
Austrian socialist movement; they were anti-capitalist
and viewed the entrepreneurial segment of the society
as exploiters and economic oppressors. The capitalist
class would be swept away in the transformation to
socialism, including the Jewish capitalists in the “rul-
ing class.” Most of the Jews in the socialist movement
were not only secular and considered themselves
harbingers of the worker’s world to come; they were
also contemptuously opposed to cultural and religious
Judaism as well.*®

These three political movements in Austria and
Vienna when Mises was a young man—conservatism,
German nationalism, and radical socialism—were,
each for its own reasons, enemies of liberal society,
opponents of free-market capitalism, and there-
fore threats to the ideas and occupations of those
middle-class, or “bourgeois,” walks of life heavily
populated by the Jews of Austria and Vienna.

The history of Austrian Jewry during this time
is a story of triumph and tragedy. The winds of
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nineteenth-century liberalism freed the Austrian
Jewish community, both internally and externally.
Internally, the liberal idea pried open orthodox
Jewish society in places such as Austrian Galicia. It
heralded reason over ritual; greater individualism over
religious collectivism; open-minded modernity over
the strictures of traditionalism. Externally, it freed
the Jewish community from legal and political
restrictions. The rights of freedom of trade, occupa-
tion, and profession opened wide many opportunities
for social improvement, economic betterment, and
political acceptance.”

Within two generations this transformed Austrian
Jewish society. And within that same span of time it
saw the rise of many Jews to social and economic
prominence, with greater political tolerance than ever
known before. If these two liberating forces had not
been at work, there would not have been Ludwig von
Mises—the economist, the political and social philoso-
pher, and the notable public figure in the Austria
between the two world wars.™

At the same time these two liberating forces set the
stage for the tragedy of the German and Austrian Jews.
Their very successes in the arts and the sciences, in
academia, and in commerce fostered the animosity and
resentment of those less successful in the arenas of
intellectual, cultural, and commercial competition. It
set loose the emotion of envy, the terror of failure, and
the psychological search for excuses and scapegoats. It

ended at the gates to the Nazi death camps.”
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