
CHAPTER 30

Ludwig von Mises, “On Castes, Classes,
and Group Interests” (1945)

Abstract The classical liberal economist Mises was reluctant to use the
word “class” because he thought it was a thoroughly Marxist term. Instead
he used alternative words to express the same idea, speaking, for instance, of
the “clash of group interests” and the emergence of a “new caste system.”
He fits into the classical liberal tradition of thinking about class because the
key aspect in his mind was a group’s use of its access to state power as a
means of acquiring privileges at the expense of others. In his words, vested
interests “can be welded together into a group with solidarity of interests
(a class) only when (political) privilege intervenes.” In the mid-twentieth
century that “group with solidarity of interests” was made up of industrial
producers who controlled state policy in most western countries.

I

To apply the term “group tensions” to denote contemporary antagonisms is
certainly a euphemism. What we have to face are conflicts considered as
irreconcilable and resulting in almost continual wars, civil wars, and revolu-
tions. As far as there is peace, the reason is not, to be sure, love of peace based
on philosophical principles, but the fact that the groups concerned have not
yet finished their preparations for the fight and, for considerations of expe-
diency, are waiting for a more propitious moment to strike the first blow.

In fighting one another, people are not in disagreement with the con-
sensus of contemporary social doctrines. It is an almost generally accepted
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dogma that there exist irreconcilable conflicts of group interests. Opinions
differ by and large only with regard to the question, which groups have to be
considered as genuine groups and, consequently, which conflicts are the
genuine ones. The nationalists call the nations (which means in Europe the
linguistic groups), the racists call the races, and the Marxians call the “social
classes,” the genuine groups, but there is unanimity with regard to the
doctrine that a genuine group cannot prosper except to the detriment of
other genuine groups. The natural state of intergroup relations, according
to this view, is conflict.

This social philosophy has made itself safe against any criticism by
proclaiming the principle of polylogism. Marx, Dietzgen, and the radicals
among the representatives of the “sociology of knowledge” teach that the
logical structure of mind is different with different social classes. If a man
deviates from the teachings of Marxism, the reason is either that he is a
member of a nonproletarian class and therefore constitutionally incapable of
grasping the proletarian philosophy; or, if he is a proletarian, he is simply a
traitor. Objections raised to Marxism are of no avail because their authors
are “sycophants of the bourgeoisie.” In a similar way the German racists
declare that the logic of the various races is essentially different. The
principles of “non-Aryan” logic and the scientific theories developed by its
application are invalid for the “Aryans.”

Now, if this is correct, the case for peaceful human cooperation is
hopeless. If the members of the various groups are not even in a position
to agree with regard to mathematical and physical theorems and biological
problems, they will certainly never find a pattern for a smoothly functioning
social organization.

It is true that most of our contemporaries, in their avowal of polylogism
do not go so far as the consistent Marxians, racists, etc. But a vicious
doctrine is not rendered less objectionable by timidity and moderation in
its expression. It is a fact that contemporary social and political science
makes ample use of polylogism, although its champions refrain from
expounding clearly and openly the philosophical foundations of
polylogism’s teachings. Thus, for instance, the Ricardian theory of foreign
trade is simply disposed of by pointing out that it was the “ideological
superstructure” of the class interests of the nineteenth-century British bour-
geoisie. Whoever opposes the fashionable doctrines of government inter-
ference with business or of labor-unionism is—in Marxian terminology—
branded as a defender of the unfair class interests of the “exploiters.”
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The very way in which social scientists, historians, editors, and politicians
apply the terms “capital” and “labor” or deal with the problems of eco-
nomic nationalism is the proof that they have entirely adopted the doctrine
of the irreconcilable conflict of group interests. If it is true that such
irreconcilable conflicts exist, neither international war nor civil war can be
avoided.

Our wars and civil wars are not contrary to the social doctrines generally
accepted today. They are precisely the logical outcome of these doctrines.

II

The first question we must answer is: What integrates those groups whose
conflicts we are discussing?

Under a caste system the answer is obvious. Society is divided into rigid
castes. Caste membership assigns to each individual certain privileges
(privilegia favorabilia) or certain disqualifications (privilegia odiosa). As a
rule a man inherits his caste quality from his parents, remains in his caste for
life, and bestows his status on his children. His personal fate is inseparably
linked with that of his caste. He cannot expect an improvement of his
conditions except through an improvement in the conditions of his caste
or estate. Thus there prevails a solidarity of interests among all caste mem-
bers and a conflict of interests among the various castes. Each privileged
caste aims at the attainment of new privileges and at the preservation of the
old ones. Each underprivileged caste aims at the abolition of its disqualifi-
cations. Within a caste society there is an irreconcilable antagonism between
the interests of the various castes.

Capitalism has substituted equality under the law for the caste system of
older days. In a free-market society, says the liberal economist, there are
neither privileged nor underprivileged. There are no castes and therefore no
caste conflicts. There prevails full harmony of the rightly understood (we say
today, of the long-run) interests of all individuals and of all groups. The
liberal economist does not contest the fact that a privilege granted to a
definite group of people can further the short-term interests of this group at
the expense of the rest of the nation. An import duty on wheat raises the
price of wheat on the domestic market and thus increases the income of
domestic farmers. (As this is not an essay on economic problems we do not
need to point out the special-market situation required for this effect of the
tariff.) But it is unlikely that the consumers, the great majority, will lastingly
acquiesce in a state of affairs which harms them for the sole benefit of the
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wheat growers. They will either abolish the tariff or try to secure similar
protection for themselves. If all groups enjoy privileges, only those are really
benefited who are privileged to a far greater degree than the rest. With equal
privilege for each group, what a man profits in his capacity as producer and
seller is, on the other hand, absorbed by the higher prices he must pay in his
capacity as consumer and buyer. But beyond this, all are losers because the
tariff diverts production from the places offering the most favorable condi-
tions for production to places offering less favorable conditions and thus
reduces the total amount of the national income. The short-run interests of
a group may be served by a privilege at the expense of other people. The
rightly understood, i.e., the long-run interests are certainly better served in
the absence of any privilege.

The fact that people occupy the same position within the frame of a free-
market society does not result in a solidarity of their short-run interests. On
the contrary, precisely this sameness of their place in the system of the
division of labor and social co-operation makes them competitors and rivals.
The short-run conflict between competitors can be superseded by the
solidarity of the rightly understood interests of all members of a capitalist
society. But—in the absence of group privileges—it can never result in
group solidarity and in an antagonism between the interests of the group
and those of the rest of society. Under free trade the manufacturers of shoes
are simply competitors. They can be welded together into a group with
solidarity of interests only when privilege supervenes, e.g., a tariff on shoes
(privilegium favorabile) or a law discriminating against them for the benefit
of some other people (privilegium odiosum).

It was against this doctrine that Karl Marx expounded his doctrine of the
irreconcilable conflict of class interests. There are no castes under capitalism
and bourgeois democracy. But there are social classes, the exploiters and the
exploited. The proletarians have one common interest, the abolition of the
wages system and the establishment of the classless society of socialism. The
bourgeois, on the other hand, are united in their endeavors to preserve
capitalism.

Marx’s doctrine of class war is entirely founded on his analysis of the
operation of the capitalist system and his appraisal of the socialist mode of
production. His economic analysis of capitalism has long since been
exploded as utterly fallacious. The only reason which Marx advanced in
order to demonstrate that socialism is a better system than capitalism was his
pretension to have discovered the law of historical evolution; namely, that
socialism is bound to come with “the inexorability of a law of nature.” As he
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was fully convinced that the course of history is a continuous progress from
lower and less desirable modes of social production toward higher and more
desirable modes and that therefore each later stage of social organization
must necessarily be a better stage than the preceding stages were, he could
not have any doubts about the blessings of socialism. Having quite arbi-
trarily taken for granted that the “wave of the future” is driving mankind
toward socialism, he believed that he had done everything that was needed
to prove the superiority of socialism. Marx not only refrained from any
analysis of a socialist economy. He outlawed such studies as utterly “Uto-
pian” and “unscientific.”

Every page of the history of the past hundred years belies the Marxian
dogma that the proletarians are necessarily internationally minded and
know that there is an unshakable solidarity of the interests of the wage-
earners all over the world. Delegates of the “labor” parties of various
countries have consorted with one another in the various International
Working Men’s Associations. But while they indulged in the idle talk
about international comradeship and brotherhood, the pressure groups of
labor of various countries were busy in fighting one another. The workers of
the comparatively underpopulated countries protect, by means of immigra-
tion barriers, their higher standard of wages against the tendency toward an
equalization of wage rates, inherent in a system of free mobility of labor
from country to country. They try to safeguard the short-run success of
“pro-labor” policies by barring commodities produced abroad from access
to the domestic market of their own countries. Thus they create those
tensions which must result in war whenever those injured by such policies
expect that they can brush away by violence the measures of foreign gov-
ernments that are prejudicial to their own well-being.

Our age is full of serious conflicts of economic group interests. But these
conflicts are not inherent in the operation of an unhampered capitalist
economy. They are the necessary outcome of government policies interfer-
ing with the operation of the market. They are not conflicts of Marxian
classes. They are brought about by the fact that mankind has gone back to
group privileges and thereby to a new caste system.

In a capitalist society the proprietary class is formed of people who have
well succeeded in serving the needs of the consumers and of the heirs of
such people. However, past merit and success give them only a temporary
and continually contested advantage over other people. They are not only
continually competing with one another, they have daily to defend their
eminent position against newcomers aiming at their elimination. The
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operation of the market steadily removes incapable capitalists and entrepre-
neurs and replaces them by parvenus. It again and again makes poor men
rich and rich men poor. The characteristic features of the proprietary class
are that the composition of its membership is continually changing, that
entrance into it is open to everybody, that continuance in membership
requires an uninterrupted sequence of successful business operations, and
that the membership is divided against itself by competition. The successful
businessman is not interested in a policy of sheltering the unable capitalists
and entrepreneurs against the vicissitudes of the market. Only the incom-
petent capitalists and entrepreneurs (mostly later generations) have a selfish
interest in such “stabilizing” measures. However, within a world of pure
capitalism, committed to the principles of a consumers’ policy, they have no
chance to secure such privileges.

But ours is an age of producers’ policy. Present day “unorthodox”
doctrines consider it as the foremost task of a good government to place
obstacles in the way of the successful innovator for the sole benefit of less
efficient competitors and at the expense of the consumers. In the predom-
inantly industrial countries the main feature of this policy is the protection of
domestic farming against the competition of foreign agriculture working
under more favorable physical conditions. In the predominantly agricultural
countries it is, on the contrary, the protection of domestic manufacturing
against the competition of foreign industries producing at lower costs. It is a
return to the restrictive economic policies abandoned by the liberal coun-
tries in the course of the eighteenth and nineteenth centuries. If people had
not discarded these policies then, the marvelous economic progress of the
capitalist era would never have been achieved. If the European countries
had not opened their frontiers to the importation of American products—
cotton, tobacco, wheat, etc.—and if the older generations of Americans had
rigidly barred the importation of European manufactures, the United States
would never have reached its present stage of economic prosperity.

It is this so-called producers’ policy that integrates groups of people, who
otherwise would consider each other simply as competitors, into pressure
groups with common interests. When the railroads came into being, the
coach drivers could not consider joint action against this new competition.
The climate of opinion would have rendered such a struggle futile. But
today the butter producers are successfully struggling against margarine and
the musicians against recorded music. Present-day international conflicts are
of the same origin. The American farmers are intent upon barring access to
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Argentinian cereals, cattle, and meat. European countries are acting in the
same way against the products of the Americans and of Australia.

The root causes of present-day group antagonisms must be seen in the
fact that we are on the point of going back to a system of rigid castes.
Australia and New Zealand are democratic countries. If we overlook the fact
that their domestic policies are breeding domestic pressure groups fighting
one another, we could say that they have built up homogeneous societies
with equality under the law. But under their immigration laws, barring
access not only to colored but no less to white immigrants, they have
integrated their whole citizenry into a privileged caste. Their citizens are
in a position to work under conditions safeguarding a higher productivity of
the individual’s work and thereby higher wages. The nonadmitted foreign
workers and farmers are excluded from enjoyment of such opportunities. If
an American labor union bars colored Americans from access to its industry,
it converts the racial difference into a caste quality.

We do not have to discuss the problem whether or not it is true that the
preservation and the further development of occidental civilization require
the maintenance of the geographical segregation of various racial groups.
The task of this paper is to deal with the economic aspects of group conflicts.
If it is true that racial considerations make it inexpedient to provide an outlet
for the colored inhabitants of comparatively overpopulated areas, this would
not contradict the statement that in an unhampered capitalist society there
are no irreconcilable conflicts of group interests. It would only demonstrate
that racial factors make it inexpedient to carry the principle of capitalism and
market economy in its utmost consequences and that the conflict among
various races is, for reasons commonly called noneconomic, irreconcilable.
It would certainly not disprove the statement of the liberals that within a
society of free enterprise and free mobility of men, commodities, and
capital, there are no irreconcilable conflicts of the rightly understood inter-
ests of various individuals and groups of individuals.

III

The belief that there prevails an irreconcilable conflict of group interests is
age-old. It was the essential proposition of Mercantilist doctrine. The
Mercantilists were consistent enough to deduce from this principle that
war is an inherent and eternal pattern of human relations. Mercantilism
was a philosophy of war.
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I want to quote two late manifestations of this doctrine. First a dictum of
Voltaire. In the days of Voltaire the spell of Mercantilism had already been
broken. French Physiocracy and British Political Economy were on the
point of supplanting it. But Voltaire was not yet familiar with the new
doctrines, although one of his friends, David Hume, was their foremost
champion. Thus he wrote in 1764 in hisDictionnaire Philosophique: “To be
a good patriot is to hope that one’s town enriches itself through commerce
and is powerful in arms. It is clear that a country cannot gain unless another
loses and it cannot prevail without making others miserable.”Here we have
in beautiful French the formula of modern warfare, both economic and
military. More than eighty years later we find another dictum. Its French is
less perfect, but its phrasing is more brutal. Says Prince Louis Napoleon
Bonaparte, the later Emperor Napoleon III: “The quantity of goods which
a country exports is always directly related to the number of bullets which it
can send against its enemies with honor and dignity demanded.”1

Against the background of such opinions we must hold the achievements
of the classical economists and of the liberal policies inspired by them. For
the first time in human history a social philosophy emerged that demon-
strated the harmonious concord of the rightly understood interests of all
men and of all groups of men. For the first time a philosophy of peaceful
human co-operation came into being. It represented a radical overthrow
of traditional moral standards. It was the establishment of a new ethical
code. [. . .]

Ludwig von Mises (1881–1973) was the acknowledged leader of the Aus-
trian school of economic thought. He argued that economics is part of a
larger science of human action, a science which Mises called “praxeology.”
He wrote widely on monetary theory, the business cycle, epistemology, and
the theory of history. He taught at the University of Vienna and later at
New York University. Source: Ludwig von Mises, The Clash of Group
Interests and Other Essays (New York: Center for Libertarian Studies 1978
[1945]) 1–7.

1Napoleon-Louis Bonaparte, Extinction du Paupérisme (Paris: Pagnerre 1848 [1844]) 6.
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