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Saxony, the Reich, and the Problem of Unemployment in the Ger-
man Inflation*

I. UNEMPLOYMENT AND INFLATION

While the precise role of unemployment in bringing Hitler to power remains a subject of de-
bate, its major contribution to undermining the Weimar Republic and paving the way for its
destruction is beyond question. Since glancing back nervously at the Weimar Republic and
the 1930s has become something of a habit among the historically informed and the politi-
cally concerned, it is in no way surprising that the return of large scale unemployment since
the mid-1970s has excited renewed interest in the problems of interwar unemployment in
Germany and elsewhere. As might be expected, the technological unemployment associated
with automation has called attention to the unemployment attributed to rationalization,
and the alleged crisis of the welfare state has revived the specter of Weimar’s fiscal crisis and
its deflationary remedies. The interest in inflation is yielding to a debate over the deficien-

Table 1: Percentage of Unemployed (a) and Short Time (b) Union Workers 1918—1923

1918 1919 1920 1921 1922 1923*

(2) (b) (a) (b) (a) (b)
January 0.9 6.6 3.4 4.5 7.0 33 1.8 4.2 12.6
February 0.8 6.0 29 4.7 79 2 1.9 52 14.9
March 0.9 39 19 3.7 9.5 1.1 1.3 5.6 236
April 0.8 52 1.5 39 8.9 0.9 0.7 7.0 28.5
May 0.8 3.8 2.7 37 8.1 0.7 0.3 6.2 21.7
June 0.8 2.5 4.0 3.0 72 06 0.6 4.1 15.3
July 07 31 60 26 52 06 08 35 145
August 0.7 31 59 2.2 32 0.7 0.9 6.3 26.0
September 0.8 2.2 4.5 1.4 2.9 0.8 2.6 99 39.7
October 0.7 2.6 4.2 1.2 2.5 1.4 4.7 19.1 47.3
November 1.8 29 39 1.4 I 20 7.5 23.4 47.3
December 5.1 29 4.1 1.6 -1.5 2.8 8.7 28.2 42.0
Average 1.2 37 3.8 2.8 1.5

* As of March 1923, only the unoccupied areas of Germany.
Source: Friedrich Hesse, Die Deutsche Wirtschaftslage von 1914 bis 1923. Krieg, Geldblihe und Wechsellagen,
Jena 1938, p. 480f.

* The research for this paper was largely funded by the Stiftung Volkswagenwerk. [ also wish to express
my appreciation to the archivists of the former Landeshauptarchiv, now Staatsarchiv (StA) Dresden
and the Zentrales Staatsarchiv (ZStA) Potsdam for their many kindnesses. I am grateful to Herr Mar-
tin Geyer and Dr. Cornelius Gispen for the assistance they gave me with these materials as well as to
Frau Dr. Norma von Ragenfeld-Feldman for her assistance and helpful suggestions.
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Table 2: The Dollar Exchange Rate of the Mark and the Percentage of Unemployed and Short Time
Union Workers (in January, April, July and October 1919—1923)

Dollar Exchange Rate! % Unemployed % Short Time
1919 January 8.20 6.6
April 12.85 5.2
July 15.08 3.1
October 26.83 26
1920 January 64.80 3.4
April 59.64 1.9
July 39.48 6.0
October 68.17 4.2
1921 January 64.91 4.5 7.0
April 63.56 3.9 8.9
July 76.67 26 5.2
October 150.20 12 25
1922 January 191.81 33 1.8
April 291.00 0.9 0.7
July 49322 0.6 0.8
October 3,160.96 1.4 4.7
1923 January 17,972 4.2 12.6
April 24,457 7.0 28.5
July 353,412 35 14.5
October 25,260,000,000 19.1 47.3

1 Monthly average in New York. In 1913, $§1 = 4.20 RM.
Source: Zahlen zur Geldentwertung in Deutschland 1914 bis 1923. Sonderhefte zu Wirtschaft und Statistik 5,
Sonderheft 1, Berlin 1925, p. 6 and Table 1.

cies of the stabilization and the management — or mismanagement — of the depression, and
this is a function at once of the substantial breakthroughs in research on the inflation and the
contemporary situation. !

An important implication both of the research on the German inflation and of the work be-
ing done on the periods of stabilization and depression, however, is that the phases of Wei-
mar’s history are not as discrete as they once appeared and that the Republic’s deepest prob-
lems are continuous even when the forms in which they manifest themselves alter from
phase to phase.? An underlying intention of this essay is to suggest that this is true even for

1 This volume of the AfS demonstrates the point being made, but see also the recently published essay
collections by Peter D. Stachura(ed.), Unemployment and the Depression in Weimar Germany, New
York 1986 and Richard J. Evans/Dick Geary (eds.), The German Unemployed. Experiences and
Consequences of Mass Unemployment from the Weimar Republic to the Third Reich, London/
Sydney 1986. Interest in the stabilization and depression periods, of course, has been stirred up by the
now famous »Borchardt debate«. For a valuable and pcnctratmg survey of the research on the infla-
tion, see Michael Schneider, Deutsche Gesellschaft in Krieg und Wihrungskrise 1914-1924. Ein
Jahrzehnt Forschungen zur Inflation, in: AfS 26, 1986, pp. 301-320.

2 This continuity is suggested in the few studies that seek to deal with the problem of the war and infla-
tion in individual cities or regions. See Merith Niehuss, Arbeiterschaft in Krieg und Inflation. Soziale
Schichtung und Lage der Arbeiter in Augsburg und Linz 1910 bis 1925, Berlin 1985, pp. 211-244,
and Norbert Ranft, Erwerbslosenfiirsorge, Ruhrkampf und Kommunen. Die Trendwende in der So-
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unemployment, a problem of recognized importance for the 1924-1929 and 1930-1933 pe-
riods, but one that is considered of secondary significance for the 1919-1923 period. The
latter, to be sure, both begins and ends with fairly massive unemployment, but this is easily
explained by the demobilization and revolutionary crisis with which the period began and
by the breakdown of passive resistance and the currency reform with which the period end-
ed. (Table 1)

Generally speaking, however, inflation had a strong correlation with low unemployment. As
the currency depreciated between the summer of 1919 and the winter of 1919-1920, unem-
ployment decreased markedly, and while it rose again during the relative stabilization bet-
ween the spring of 1920 and 1921, it fell with the resumption of the currency depreciation in
the fall and winter of 1921-1922, reaching extremely low levels in the galloping inflation and
hyperinflation of the latter year. Not surprisingly, it increased substantially in the course of
the political crisis of 1923, but only attained truly extraordinary proportions in the last three
months when the inflation was being brought to a halt. (Tables 1 and 2)

As is so often the case, the numbers hide as much as they reveal. One reason is that the
numbers themselves are suspect. They certainly understate the unemployment in
1919-1920 and 1923, in the first instance because they do not take account of non-union
workers or short time work and tend to underplay female unemployment, in the second, be-
cause they omit the crucial occupied area for a substantial portion of the year, and in both in-
stances because chaotic conditions are not conducive to accurate statistics. A more impor-
tant reason is that they cannot account for a substantial amount of veiled unemployment,
that is, the bloating of the labor force in order to maintain social peace either through the em-
ployment of redundant labor, as was notoriously the case of the railroads, or the unproduc-
tive use of labor by employers for similar reasons. Furthermore, the statistics do not help us
deal with the much more controversial issues of how much unemployment was veiled by
lost productivity and economic inefficiency arising from the eight hour day, increasing
wages, government subsidization of food and housing, and the often almost maniacal pro-
duction for its own sake supporting the flight into goods at the turn of 19191920, in the fall
of 1922, and throughout a good part of 1923.° .
What all this means is that both the presence and the absence of unemployment were prob-
lems in the early Weimar Republic, and the record does indeed show that they were constant
preoccupations of its governments. Throughout the early Weimar Republic, the authorities
faced three central issues with respect to unemployment. The first was its prevention or con-
trol. The second was paying for the support of the unemployed in the face of increasing fiscal
constraints. The third was the extent to which they were prepared to let unemployment reach
its »natural« levels in order to promote the stabilization of the economy and to respond
to the fiscal crisis by letting the unemployed fall back on what was tantamount to poor relief.

zialpolitik im Jahre 1923, in: Gerald D. Feldman et al. (eds.), Die Anpassung an die Inflation, Berlin/
New York 1986, pp. 163-201. See also Gunther Mai, Arbeitsmarktregulierung oder Sozialpolitik?
Die personelle Demobilmachung in Deutschland 1918 bis 1920/24, in: ibid., pp. 202-236. For an ef-
fort to link the various periods of Weimar history, see Gerald D. Feldman (ed.), Die Nachwirkungen
der Inflation auf die deutsche Geschichte 1924-1933, Miinchen 1985. See also Gerald D. Feldman,
The Weimar Republic: A Problem of Modernization?, in: AfS 26, 1986, pp. 1-26.

3 See the fine discussion of the deficiencies of the statistics for the demobilization in Richard Bessel,
Unemployment and Demobilization in Germany after the First World War, in: Evans/Geary, The
German Unemployed, pp. 23-43, especially, pp. 23-25. On the problems of work stretching and
veiled unemployment, see Gerald D. Feldman, Wirtschafts- und sozialpolitische Probleme der deut-
schen Demobilmachung 1918/19, in: Gerald D. Feldman, Vom Weltkrieg zur Weltwirtschaftskrise.
Studien zur deutschen Wirtschafis- und Sozialgeschichte 1914-1932, Gattingen 1984, pp. 84-99,
esp. pp. 95-97 and Costantino Bresciani- Turroni, The Economics of Inflation. A Study of Currency
Depreciation in Post-War Germany, London 1937, pp. 188-190.
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These issues were necessarily intertwined, and they were essentially the problems faced in
the subsequent periods of Weimar’s history.

A useful way of examining these problems on a continuous basis is to view them from the
perspective of an area in which unemployment was a fairly consistent phenomenon even
when national rates were low. The three candidates for this dubious distinction are Greater
Berlin, Hamburg, and the Free State of Saxony, which, taken together, had the lion’s share of
unemployment during the inflationary period.* The decision to concentrate on Saxony here
is not only a function of what the author managed to cart home from his various research ex-
peditions. Berlin was a city, Hamburg a city-state, and Saxony a state with important cities
and municipalities. Since a major question to be dealt with here was the distribution of the
costs of unemployment support among the Reich, states, and municipalities, Saxony is par-
ticularly well suited for an exploration of the problem in all its dimensions.

There are additional characteristics that make Saxony deserving of special attention for the
study of unemployment in the inflation. As Germany’s third largest state with a population
of almost five million, Saxony was also the oldest industrial, the most thoroughly industrial-
ized and urbanized, and the most densely populated state in Germany. This of course made
it especially vulnerable to the worst effects of unemployment, a susceptibility heightened by
the »old« character of the state’s industrial structure. The textile industry dominated Saxon
industry, accounting for more than half of the Reich’s production, approximately a third of
Saxony’s own industrial production, and at least a quarter of her industrial work force in
both 1907 and 1925. As the clothing industry was the next largest industry with 27 % of pro-
duction and 10 % of the work force in 1925, the dependence on raw materials, changes in
fashion, and exports was very substantial. Female employment was particularly important
in both industries. Though the third largest industry, metals and machine construction, was
more dependent on domestic than foreign raw materials, it too was export oriented. World
War I was bound to be economically detrimental to Saxony, as the textile industry suffered
from severe raw materials shortages, a catastrophic decline in demand for specialty and lux-
ury textile products, and the loss of export markets. Saxony’s problems of economic recon-
struction, therefore, were to be particularly severe, a condition heightened by Saxony’s long
tradition of political radicalism and its potential fueling by high unemployment and infla-
tion.?

II. DEMOBILIZATION AND ITS AFTERMATH

The Revolution of 1918-1919 proved to be a less exciting event in Saxony than its radical
tradition would have led one to anticipate. While unrest in Dresden in April 1919 provided
the Social Democratic government with an excuse to place the state under martial law, call in
the subsequently much detested »Noskegardisten«, and attempt to curtail Independent So-
cialist, Spartacist, and Communist activities, the real center of revolutionary unrest in Cen-
tral Germany was in neighboring Prussian Saxony with its large-scale lignite and chemical

4 The statistical basis for this statement will be amply demonstrated in the discussion and tables below.
Even the most cursory examination of the wealth of statistical material in the Reichsarbeitsblatt
(hereafter: RABI) (nichtamtlicher Teil) for the years 1919-1923 makes this clear.

5 For the statistical information, see Dietmar Petzina et. al., Sozialgeschichtliches Arbeitsbuch I11. Ma-
terialien zur Statistik des Deutschen Reiches 1914-1945, Miinchen 1978, pp. 36—41; Burkhardt, Die
Entwicklung der sichsischen Bevilkerung in den letzten 100 Jahren, in: Zeitschrift des S#chsischen
Statistischen Landesamtes 77, Dresden 1931, pp. 1-69; H. Walter, Die sidchsische Textilindustrie, in:
ibid. 74/75, Dresden 1928/29, pp. 248-279. On political violence and unrest in Saxony, see Gerald D.
Feldman, Bayern und Sachsen in der Hyperinflation 1922/23, in: HZ 238, June 1984, pp. 569-610
and my paper on Strikes and Unrest in Saxony, 1916—1923 to be published in the proceedings of the
International Colloquium in Cortona, Italy in June 1986 on Strikes, Social Conflict and World War 1.






