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NOTE

This report is an outgrowth of an analysis of the food situatlion
in Burope at the outbreak of the present,war, which Frederick Strauss
made for the U, S. Department of Agriculture. Some of the material of
that survey has since been further analyzed for possible light on the
German experience with the issue of "zuns versus butter," and the
possible bearing of that experience on efforts in this country to expend
defense production and at the same time maintain the normal consumption
of those things which constitute the average standard of living., This
report is of general interest because of its conclusion that during the
rearmament period in Germany up to 1939 the level of living suffered
because of the défense .programs, tnd of interest to technicians because
of the difficulties invelved in dealing with inadequate official German
statistics of production end consumption of consumers!' goods.
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INCOME AND CONSUHPTIOH IN GERIANY DURING THE RhARMAIIEl‘T PERIOD

SUHMARY AND CONCLUSIOMS

A rapid shift from a peace-time to a defense or rearmament economy
immediately poses the alternative of "guns and butter" or "zuns instead of
butter." The experience in Germsny is of more than academic interest. For
& number of years neutral observers overstated the effect of shortages in
consumers' 300ds, in Germany, as symbolized in the one word "butter."™ But
once the Europcan Vrar got under way, the initial German successes created
a legend of German invincibility which has led many American economists L/
to take a rosier view of the German "butter" situation durlng rearmanment
than the Germans themselves have done.

-Germany initiated the shift towards a "totel" rearmament economy,
utilizing and improving upon methods tried out in other countries. It is only
natural, therefore, that many economists regard Germany's as the typicel
‘modern defense economy. It is true that many problems which the German
economy faced betwcen 1933 and 1939 will praesent themselves in-the course of
the defense progrem in the United States., The results of this study, however,
.sugpest that bocause the structurc and resources of tho economy here arc .so
@ifferent from Germany's, the effect of this defense program on the ciyilian
stondard of\living will be vastly differont. : - '

The controvelsial character of this subject demands the marshalling
of a good deel of evidence. This evidence must not only be marshelled, it
‘must beée inspected., The acceptance of German statistics at their face valus
is fatal to séund. conclu31ons. Thercfore, this report hes had to combine the
nocessary "destructive" ‘eriticism of the official Gerrmon statistics with an
atteimpt - using the statistics in ways not intended by their publishers'-fat
osteblishing moro reliable indientions of actunl changes in the level of -
-consunptlon during the rearmament period. :

: Rearmament resulted in a sharp expansion of industrial product10n.= ‘The
50ff101a1 German statistics - in spite of their shortcomings - show conclusively
that the number of workers employed, the volume of aggregate production, and
rtherefore the “natlonal income produced" were appreciably higher -in 1938 than
"in 1929, At the same time the standard of living of the mass of the German
population vas kept above subsistence level. To this extent, Germany did .

1/Seej'fqr instance, Paul Studenski, Armament Expenditures in Principal ™
CTountries, in Annals of the American Academy of Political and Socidl Scionce
March 1941, "Truly, Goebbels was wrong in 1936 whon he put forth the slogan
' guns 1nstead of butter.! He saould have said 'guns and butter, too'; for
such was the actual effect of the country's increased armament act1v1tj, at
least during the prewar period.,"
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indecd succecd in producing gurs &s well as butter. If the criterion of
"subsistence level" were applied - in other words, if {the interest wero only
in whetnsr Germany was able to avert starvetion during -the: reearmamcnt period -
no furtner cnalysis would be reguired. But thcot is not the problem.

Even a rexsrnament 2cenomy has to consider materisl snd hunin costs and
longz-ranpe effccts on the noticnal economy; even o rearmament 2conony must
avoid over-exertion of the industrirl machine and of the human elenent. .

Ir. irterpreting changes in the Germun level of living, one nust
remerber . thet the pattern of comsumor cxpenditures which eonstituts tho
stendzard of living is far diffcerent from that in the Unitod States. Whereas
the worxer here cpends orly about ono-third of his net income for food, in
the Ger.an worker's budget fond tokes nearly 60 porcent of total expenditures.
In Germury, therefore, charges in food consumption to a lurge extont dotermine
chenges in the whole stundard of livingy of the mass of the populaticn.

-

It is virtually impossible, »n the bnasis of German stotistices, to arrive
at the aggrezate volume of focd available to the civilian population or of
changes in this volume. But it is pcssible to appraise chanses. in food cun-
surption per "full consumer" between the pre-fiitler perisd of full enploynent
“end 1937-38. According to the official interpretation of the Gerran statistiecs,
per capita food consumption in 1937 or 18568 wes higher than in 1929, as was
per capita production of processed foods. The first section of the report
sinows why such a conelusion is unfounded.

If one adjusts for the more obvious sources of inaccuracy in the German
statistices - nemely, for the quantities withdravm from civilian consumption by
army requirements and the storing of emergency reoserves: - and for the upward
bias invslved in bsetter stetistical coverage of food production, it becones
obvisus that the level -«f {05d consumption was appreciably lower in 1937 or
1928 then in 1929. Even disrspardirg for tho moment, the increased requiro-
monts caused by the sharp rise in the number of heavy manual workers, cone-
parison of food eonsumption of similer income groups, ond even comparison
vf lower income groups in 1927 with higher income groups in 1937, rcveals a
sharp guantitutive (as well as qualitative) dotorioration betweon 1927 and 1937,
The decrease in cnlorie intako wes et leact 15 percont., Yot tho rearmement
prozran yreotly inereased tho percontage of workers requiring = hisher level
of f23d consurrticn than that of 1927, The roduction in the standard of food
consumption - terms »f necds - wos thorefure noticeably greater than 15 percent.

. The experience in Germany strongly suggosts that in the Unitod States
during the defense period thore will undoubiedly bo a sharp increase in food
consumption por "full ewmsurer." The customary notion based on the oxperience
of elow developrunt, acesrding to which changes in consumption per capita

or por "full enswwr" sceur only greduelly, will not hold true for the
dzferze period, . ‘ . .

.
‘ N
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The gzeneral level of food consurmption in Germany in 1937 and 1338
w.s 2lrecedy too low to raintain the full efficicney demanded of workers
by the ormamsnt effort. It ney be arzued that, in the German, case such
cznsiderations are irmeteriel as lonz as the working population is supplied
with easugh food to avoid undornvurishment., And there might have been no
s2ri.us dameze to hoealth, officiency, snd staying power, if this lowered
standord liod prevailed only during the 5 or 6 years of war preparation,
~nd if it had been fcllowsd by an incrcase in food consumption. 3ut the
stroin of the rearaament poriod nad been preceded by lowered consumption
durirz the depression, and it was followed by a sharp reduction in csasunption

-~

with the osutoreank »f wnr.

Thoere is wmple eovidencc to show thot the stamina of the German worker,
his pnysical resistance, arnd his efficicncy, have been affected to an
approcicble oxtent by en ircreasod woritload combined with tlie reduction in
quantity und quality of food.

It rmey bs said thnt such counclusions are an outgrowth of wishful
thinking., After all, the German sconuny did croute a sensationally offective
wiar machine., And the physical condition of the German soldier doos appear
to contradiet these conclusions. But this contradiction is apparent, not
real. For the German soldier weas getting a diet the total cslorie value
of which vmas more than 60 percent above that of the averaze worker. 1In the
United States, too, the soldier is likely to consume more food energy than
the heavy manual worksr,

Increased production of semi-durable consumer gzoods hes also been cited
on the credit side of the German ledger. The most widely used indicator of
the supply of the population with semi-durable consumers' goods, predominantly
textiles, shoes, and household roods, is the index of production of "consumers!
z00ds of elastic demand." 1In 1937 this index stood at 1.5 percent above 1928,
end in 1938 9.1 percent above 1928, Adjusted for the increase of ths popu-
lation and its chaaged age composition, this would meen that production of such
goods per "full consumer" was approximetely 5 percent lower in 1937 and 1 per-
cent hirher in 1938 than in 1928, (In 1935 production was 19 percent and in
1535 10 percent below 1928, on the same basis.)

Such an index, however, loses its reoresentativeness as an indicator
of civilain consumption during a resrmament period. To & certain extent tiais
is to be expected here too. In the lnited “tates it will be possible, however,
to avoid false conclusions by utilizing complementary data on the production
or consumption of consumers' goods. In Germany, too, such data were lkmown
to the authorities, but were not made available for general use. It is
estimated roughly in this paper to what extent the production included in
this index did not enter into ultimate civilian consumption, but went to
the armed forces and for war-time reserves, The evidence shows that the >
German worker obtairned noticeably smaller quantities of such consumers?
goods as textiles, shoes, and houssheld goods, and that the quality of those
he rot was much poorer than in 1928-9.
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These conclusions apparently contradict the observation that the total
national income was much larger in 1938 than in 1929. According to official
figures, nominal income increazsed from 76 billion RM. in 1929 to 80 billion Rm.
in 1938. £t the same time the cost of liviny decressed by nearly 20 percent
according to the official index, end by 10 percent according to the rough
adjustment here nade. '

Bezinning on page 25 an attempt is made to explain this apparent
contradiction, On the basis cof official Ger:an statistics - merely putting
them to a uze for which they were not originally iatended - it is shovm
that sharply increased deductions for texes, contributions to Nazi
Organizations, etc., together with & sharp rise in forced savings and
investment of individuals snd industry, recduced rominel income available for
ultimate consumption from 52 billion Rm. to 41 billion Rm. between 1929 and
1938. Ir 1938 the individual consumer had only 690 Rm. to spvend, as against

.950 Rm. in 1229. 1In terms of real purchasing power; consumers' outlay per
"full consumer" decreased approximately 20 percent between 1929 and 1938.

This conclusion mey Lave to be accested with certain reservations. For
instarce, it does not take into accoumt the clianze in the contribution of the
Government to consumers' welfare, whethsr or not this contribution vas
desired by the individual consumer. However, another approach which considers
the change in agrregzate real income available for direct consumption as well
&s for normal zovernment expenditures comes to virtually the same result. The
sharp increase in taxes and other deductions f{rom the national income and
"the voluntery (sic) decision of comsumers to use part of their income for
savings rather then for consumption"®largely solve the appsrend paradox of
civilian consumption and the standard of living in zeneral falling, in the
face of & sharp increase in national income produced and in tie number of
workers employed. : :

Obviously the authorities in Germany hed every interest to keep the
‘populetion content and to supply the mass of the population with all the
econsuners' roods that conditions ellowed. Tne limitins factors were chiefly
the requirements for direct rearmement and the relative scarcity in a groat
meny rew materiels and factors of production, '

As less food, textiles, and shoes were available, were there increases
in any other segments of consumption? The German worker had 43 percent of his
incoms left afler buying food. He needed 21 percent, or just about half of
that, for rent, fuel and 1i:ht, leaving him little more than 20 percent for
all oth?r sxpenditures, such as clothing, furniture, household goods,
recrestion, etc, Textiles and shoes, including repair, took 10 percent of
his budget in 1937 as against 12,5 parcent in 1927,

Residentail construction during the rearmament prosram fsll far short
even of the geeds demanded by the population increase, not considering the
needs resulting from the backloz during the depression and from the sharp

inecreage in marriages. In any cage, the housing situation was decidedly
less favorable in 1937 or 1938 than it was in 1929,

2/ Report of tiie Reichs Kredit Gesellschalt, 1933, 1, p. 71.
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The authorities directed consumption increasingly towerds durable con-
sumers! zoods, such as radio sets and motorcycles. This is in the sharpest
contrest with what mey be expected in the United States. In 1937, in Germeny,
azpenditures for radio sets {including license fees) and for tie purchase
and upkeer of motorcycles slone drained away more then 1 billion Rm, from
the 9 to 2,5 billion Rm. remeining after food and shelter hed bsen p_rcbased.
Vihyy the Government supplied the ponulatlon with such goods is cleer,
Propazanda is as much & war instrumeni inside ard outside or Germany as
are runs. .ancd motorcycles, bought chiefly by youmg workers, wors regarded
es & mews for trainirg and as po*ent;al venicles of war. It is astonishing,
hoviever, that the Jovernment succesded in its efforts, ror the purcnase of
suchi durabie consurers' goods earmeris & sizeable proportion of tiie worker's
outley, and cveprives him of purerasing power for goods generuliy far higher
in his ubility scele. ’

For the cheanast radio set requires 7 percent of his vholse jear's net
incore, and 75 porcent of the radios sold in 1958 required 2 :nonths' earnings.
The bulk of %ihe racio sets sold in the United States, on the contrary, conn be
bought by the worker with 2 percent of his 'nnual income., Zurchase und upkeep
of a motorcycle absorbed tetwesn 5 end 8 montas' annusl ipcome. The retail
price of such ygoods and consequently tiheir shere in consurers' outlay were
exceedin :ly hlrh, but it took only a relatively insi.nifjcant share of avail-
able resources to produce the amount v+t could be purchasea.

Althouph exnenditures for amusements, such as attendance et moving
picture thseaters, increased fur less ti.an in the United States and other
countries, attencance in 1938 was 5 percent hisher than in 1929, It is here
we oestimated thet expenditires for "Strength Through Joy" offerings, for
movie thenters, and for party newspeapers amounted to over 1 billion Rm.,
and thut the consumer in Germasny spent for these items and for radios wnd
motoreycles more then 2 billion Rm., or 20 percent of all expenditures except
food and shelter. Thus, in the expenditure patiern of the Germen worker during
rearmement, these items became mors importunt than they are in a "normal"
budget. )

To repest briefly: The liazis were not able to provide the population
with as much food, textiles, shoes and otlier semi-durable consumers' goods
as during the pre-Hitler period of full semployment and certainly not with as
much as would have been demanded by the sharp increase in employment end the
chanze in occupational distribution, On the otaer hand, the werker spent more
for amusements and party newspapers, and the Nazis maintained or even
increased the cupply of a few durable consumers' goods which official cona .
sumption planning emphasized. The nigh price of durable consumers!' goods
fixed a reolatively large share of the worker's net income. And since the
volume of such soods was still low, it did not cause any simificant strain
on available resources.
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THE PROBLEM

It is extremely difficult 1o obtain a clear picture of changes in
income availeble for consumption or in the standard of living even in
countries which publish more or less adequate end reliable statistical material
on income and consumption. The German case presents a great many additional
difficulties. Such difficulties are partly of a statistical, partly of a
conceptuel nature. If one approaches the situetion in Germany with the
customary notions of "income" and "consumption', the interpretation of officiel
German -data on income and consumption must be unconvineing, since so many
reservations have to be introduced that confidence in their reliability is
very nearly shattered. ' ' C

If one is interested in the development of total production in Germany
or of the azgregate "national income produced" during the rearmament program,
the availeble olficial statistics fit the concept satisfactorily. ihatever
series one uses, he will fird that total production increased sharply between
1933 and 1938, and that the nuwaber of workers employed, end the volume of
agzre;ate production and therefore tiie naticnal income produced were higher
in 1938 then in 1929, IProm the German viewpoint, this development realized
the goal of the economic program initiated 'in 1933, the building up of a
war machinery in the shortest possibvle time. Since the direction of this
expension of production was, moreover, partly dictated by the limitation of
available resources, it is probeble that the yoal was attained in the most
direct and effective way. At the same time the Gormeny economy was able to
provide its workers with éssential consumption zoods - the level of living
of the mass of the population was undoubtedly kept above subsistence level.
In this sense, Germany indeed succeeded in producihgz guns as well as butter,

Such en approach is feasible, however, only if one completely dis-
regards the usuul concents of msterial and humen costs and long-range effects
on the national economy. The high level of production was attained by over-
exerting the industrial machinery end the human element, by deferring necessary
repairs and by neglecting the maintenance of workers! ef'ficiency end staying
power.l/ It may be argued that costs and consequences were immuterial from
the German point of view since the initial successes of the war - the
acquisitions of raw materials, labor, and industrial capacities - lergely
offset the effect of strains resulting from the armament program,

_ Every armament pro;ram makes it necessary to increase the share of the
rational income goine into non-consumptive channels. As a consequence of the

1/ One of the outslanding liazi war economic experts states Lhe probiem as
follows: "The crucial task of a war prepering economy is to safeguard and
possibly to strengthen the existing resources, Only a halanced and efficient
peace-time economy cen be transformed into a wvar economy with all its manifold
requirements.” (See Guide Fischer, Der Vielwrwirtschaftliche Bedarf, in
Zeitschrift fuer die gesamte Staatswissenschaft, 1539, lo. 3, p. 518,
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natural limitation of resources, this share was particularly large in Germany,
The rearmament program required not only the production of weapons of war but
appreciable quantities of goods which normally enter into civilian consumption.
The food, clothing, and other consumption goods needed by the armed forces are
only the mors obvious drains, "Equally important was the demand of the rearma-
ment program for raw m terials, semi-finished and finished goods usually
destined for the production of consumers' goods, lioreover, Germany was
obliged - in anticipution of a war blockade - to accumulate large emergency
reserves of essential consumers' goods duriny tihe last few years before the
outbreak of wer,

Since the German fizures on income, production, and consumption are an
azzgrerate of all these components, and even & rough segregation would require
thorough study of supplementary evidence, the German figures cen be used only
in connection with the broadest concept of income and consumption. If one
were inquiring simply into the total national income oproduced, or into the
total volume of food and other consumers®! zoods available for all purposes,
approximate measurements could be obtained from the official German statistics.
Such inquiries would be interesting in tliemselves, but this paper is concerned
w1th snother question - that of changes in the standard of living of the mass
of 'the civilian population. The official Yermaen statistics do not admit of a
dirsct quantitative determination of consumers*® outlay, or of the production
and utilization of consumers' goods available for ultimate civilian consumption.

The official German statistics car be utilized as indicators of civilian
consumption and its caanges only in a roundabout way. One must first determine
the approximmte requirements for the armed forces end for emergency reserves,
and the extent of the basic statistical inaccuracies of the data.

The following discussion does not attempt to deal exhaustively with
the problem of income and consumption in Germany. Its main purpose is to show
that tne widely used German statistics in this ield lead to erroneous
conclusions if one uses them at their lace value to indicate changes in the
share of the national income available for consumption, changes in the pro=-
duction of consumers' goods for the use of the 01v111an populeation, or changes
in . civilian. consumptlon. ' : N
’ AlthouLh there is no reliable evidence which would indicete such changes
accuratelj, a critical analysis of offiecial fisures ard of certain other data
leads to conclusions appreciably different from those su;sested by reliance,
even with reservations, in the official data. The follow1ng pages therefore
combine the necessary ”destructive“ oriticism of the officiel German statistics
with an attempt at establishing more reliable indications of the actual changes
in comsumption between 1929 and '1938.
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| THE NATURE OF OFFICIAL GERMAN STATISTICS ON PRODUCTICN

AND CCONSUMPTION OF CONSULERS' GOODS

The Index of Production of Consumerst! Goods

Gefman‘publications use the index of production of consumers' goods as
probably the most weighty single line of evidence to show that the standard of
living before the outbreak of war was as high as or even higher than in 1929,

. Even a cursory analysis, however, will show that the index contains so
many inaccuracies that it must be discarded as a basis for far-reaching con-
clusions, unless one atterpts to adjust it &t least for the more obvious
sources of error. This is not to say that the index is rendered inaccurate
intentionally by the German Institute for Business Research, . It is imagineble
thet the American index of production of consumers' goods might lose part of
its representativeness during the delense program. = lost indexes of consumers'
goods production. cover industries which rormally produce goods entering
predominantly into ultimate consumption. Reapid changes in economic organizatio
end in tne structure of indusiry are likely to alter the meaning of such an
index appreciably.2/ In the case of the United States it would be possible to
adjust the index, since sdequate supplementary series on production, turnover,
and consumption of individual commodities are evailable.3/

To a certain extent it was possible to adjust the German index. Yet
many series on production and chanies in inventories were discontinued years
aso. Such series, and even more refined data in all fields of the economy,
have been collected by the German Central Office for Armament Planning for
the use of its agencises. 35ut few of these data are available to the public.g/
For many years the ertire consumers' goocs sector of the German economy has
worked according to official directior. Raw materials have been allotted for
special purposes, certain quantities of goods have had to be discontinued,
working hours were decreased, and part of the capacity was utilized for the
production of war.machinery. It is impossible t4 Ascertain to what-extent.
the production fiisures of certain industries included in the index of consumers
goods production contain other then consumers' goods. The radio industry,
tae toy industry, the household and porcelain industries, fall into this
category, This is by no meuns the gravest source of inaccuracy of the index,
but this charge alone in the moaning of the index limits its usefulness.

. &/Tne Gerran Institule ol Business Neseurch remarks taat "Textile raow maforials
or clothiny cover also such materials which are used in the production of -
rugs, tapesiries, curtains, ete. lioreover, they ore used for industrial and

teochnical purposes as well, This is true not only for the orgenic meterials,

but particularly for synthetic materials", Viochenbericht, March 9, 1938,

%/% segregation of American indexes of production would be possible, for
notance, on the basis of Fabricant's monograph on The Output of Maﬁufacturing
Industry 1899-1637, liational Bureau of tconomic Research, 1941,

4/Gee, for instance, Schriftenreihe des Reichsants fuer Wehrwi
) rtschaftliche
Planung, Heft 1, 1939, Die deutsche Industrie,




Géoéh of Inelastic Demand

The index is segregated into "goods of inelastic demand", that is,
processed foodstuffs, beverages, and tobacco; and "goods of elastic demand",
predomindntly textiles, leather, and household goods.

Aécotding to this index, the production of foods in 1937 and 1938 was
roughly 20 percent above 1932 and 3.5 percent above 1929. If one adjusts the
index for the increase in population and chenges in age composition, in other
words if one views the consumption of processed foods, beverages, and tobacco
per "full consumer”,5/ the index was 3 to 4 percent below 1929 in both 1937
and 1933. (In 1955 production per "full consumer" was 5 percent less than
in 1539, and in 1936 7 percent less.)

The essential question, of course, is whethsr this index shows changes
“in the total production of consumers' goods of inelastic demand.- It doss not,
since it covers only the preoduction of manufactured foods. Ye must ask, there-
fore, whether the producticn of manulactured foocld products is indicative of the
production of all foods.

The index is composed of the following products:6/

Product Yielrht -

DeIry productd —10
Heat 35
) Suger 10
Beer 22
5 Tobacco 17
% Liquors ' 5
Canned Fish i
T00

This was the composition as of 1235, Trom scatliered statements in later German
publications it appears th: t otiner products aave been included since, like
canned soods and dried vegetables.

Dairy products and meat together huve a weizht of 45 percent in the
total index. This involves a tremendous upward bias owing to the shiit from
farm food to fectory processed foods which occurred between 1929 and 1£38, and
became especiaily pronounced after 1935. It was part of the Nazi policy of
better utilization »i' food resources to enforce the production of buttér and
the processing of mesat, es well as of fruits und vegetables, in a more
centralized way. : '

5/ The conversion to "iull COi:SUMErs" assumes tuat chlldren under L0 years
consume 507 as much as "full consurers", children from 10 to 15 years, 75%
as much. All malés over 15 years of age are counted as “full consumers", all
females over 15 as 90} of "full consumers".

6/ See Wochenbericht des Instituts fuer Konjunkturforschung, June 15, 1935, *
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A few examples may illustrate the extent of upward bias resulting from
this trerd, - ) '

Butter Production
(Thousand tons)

Year ractory . Farm
1932 TImELs 135.0
1934 - 231.9 170.0
1935 - 312.0 140.0
1336 o - 333.6 112.5
1937 s +416,0 : ' 100.0-

_ Factory-butter production increased 85 percent between 1932 and 1937; but half
“of this apparent increase was ofi'set by the simultaneous decroase in farm-butter
production., (Actually the decrease in farm-butter production was even greater,
since the statistics before 1934 omitted & sizable proportion of farm-butter
production, but were complete afterwards.)

The index of dairy production, which is part of the production index of
goods of inelastic demand, is lcrgely determined by this trend. The index of
dairy production itself has not been published since 1934. Lven before that
time the index was distorted by this upwerd bias. The indox increased 35 per-
cent between 1928 and 1934, Total butter consumption, according to official
figures, however, rose onlj 7.6 percent, If one extrapolates the dairy index
beyond 1934 by the use of fizures on factory-butter production, the index shows
a rise of more than 100 percent between 1928 and 1937, Even the official
fizures on total butter consumption - which over-emphasizs the actual increas® -
show a rise of consumption of only 17 percent during the same period. In other
words, 80 percent of the apparent increase of the index of dairy production is
due to tne shift from farm to factory butter. Since the dairy index has &
weight of 10 percent in the total index, this factor alone expresses itselfl in

an unjustified rise of 8 percent of the total food index, which is not based
" on any real inecrease of food prcductlon.

The bias 1pvolved 1n the fijures on manufcctured meat production is not
50 pronounced as that in dairy proaucts. 3ur since ihe reat sroup hes a weight
of 35 percent in tne total index, tbe resultlpg lnaccuracy is also s;gnificant-

: Although carined =zoods p"obablf 'have a low wei:ht in-the total index,
‘the rapid rise in’ volume must have affected its course somevhut. Canned
vegetables productxon, for instence, rese from 50 million csns in - 1931 to

115 million in 1936; canned fruits from 26 1million to 36 million cans. DUried
_hfveéetaoles.rose fr om_i 000 tons to 26,000 tons between 1833 and 1237,

It is certain, therefore, that the index of

roduction of essed
' foods cannot be used as an 1nd1cator of total {food- P proc

productlon or consumption.

' The second ‘question-is whether this- index de icts
chan *Q th
volume of processad foods available to the civillanppopulutm;.s e
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there is sufficient evidence to indicate that en appreciable proportion
of such processed foods as are contained in the index did not enter into
civilian cornsumption channels duriny the period of rearmament. Undoubtedly
the requirements for dairy products and msat of the armed forces, the labor -.
camps, ‘and other quasi-military organizations were met by such processed foods.
One can estimate this quantity only roughly. About 2 millicn people belonged
to the army, etc., and in 1337 the soldier was allotted about 50 percent more
fat and 60 percent more meat than the average "full consumer".7/ The number
of non-farm "full consumers" who depend on processed dairy products and meat
is about 35 millior. The army and related organizations therefore consumed
approximately 10 .percent as much as the total non-farm civilian population
before the European War. In other words, about 10 percent of processed dairy
products end rmeat was withdrawn from civilian consumption.

The quantities needeéd for the storing of erergency reserves rust also
be deducted from the index:.-. These reserves may not have been signilicant in
the case of dairy products, but they played an iwmportant part in the case of
meat, vegetable:fats, marzerine, and some other foods. For instance, the
expansion of'.the cinning industry and of the production of dried wvegetazbles was
enforced by the army.8/ A mejor pert of such fruit and vegetable products was
destined for the use of the armed forces snd for emergency reserves.

It is hardly necessary to analyze this index in any more detail. fThese
factors alone suffice to snow why it cannot be used to measure chenges in
available food quentities or in actual consumption, much less changes in
civilian consumption.

LConsumers! Goods of Elsstic Demsnd

According to this index the total production of manufactured non-food
consumers' zoods in 1937 was 1.5 percent avove 1928, and in 1938 9.1 percent
ebove 1925, This would meen that production of such jocds per "full consumer”
was approximately 5 percent lower in 1937 and 1 percent higher in 1938 than in
1928, (In 1935 production per "full consurer” was 19 percent and in 1836 10
percent below 1928.)} :

Here indeed, if one could rely on this index, would be evidence that on
the whole the mass of the German populsntion was adequately provided with manu=-
factured non-food consumers' joocds, since the 1929 standard was satisfactory.
It will bhe shown, however, that the index can hardly be used Tor this purpose,
end represents, at best, production changes in industries which are rormally
classified under consumers'.goods industries.

7/ A detalled comparison ol worxers' witn soldiers' consumpticn 1is contained
in a monograph by this writer on "German +cod Consumption and Requirements",
Office of Foreign Agricultural Relations, lim. report, Jan. 1940.

8/ Wirtschaftskurve, 1939, No. 3..
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The index is composed of the following productssfy/

Product Welsht
Textiles 25,0
Leather : 8.8
liousehold goods 32.4
China & porcelain 2.9
Glass ' 2.9
Pianos 1.0
Radios 1.9
Toys 2.0

100,0

It could not be ascertained whether any changes in the composition have been
made since 1935, the year in which this composition was published.

The index, like most indexes of consumers:! poods, is not limited to
goods which necessarily enter into ultimate consunption, In times of gradual
development end slow chan;es in the industrial setup, this factor hardly affect
the usefulness of such indexes. But Germany was building up a mechanized army
and rapidly expandiny the production of a great meny producers' zoods which
require raw materials, semi-finished end finished zoods normally destined for
private consumption. It is virtually impossible to detect the share which
such production represents of the total production of consumers!' zoods, since
long before th? outbreak of war, Gernany discontinued the publicazion of data
on the production of goods directly or indirectly connected with rearmament.
.There &re even indications that some of thre capacity of virious consumers'
goods %Qdustrles was utilized for purposes directly connected with defense
production. The redio industry and the toy industry are examples.

: Prébably mor e wei sht
the armed forces and for o
this point,

7 is the inclusion in the index of ﬁroduotion for
mergency reserves. A few examples will illustrate

'Textiles have a weizht of

. . 49 : 3 H 1 8
index is composed, among others percent in the total index. The textil

’ :ﬁéthe production of cotton, linen, and hegg-
- 5 " ron index stood at 150.1 percent of 1928 in 19
-and at 184.7 percent in 1938, and that the hemp index Euﬁ 144 percent of 1928

" ’
in 1937, It ia known that ut least one-half of the production of the linen
Germany considered the equipment of

industry was absorbed by army orders.10
the armed forces with adequate unifor

i . . ms, ghoes, eto, the
prod?ctlonﬁof;war “nstruments proper, 6ne wili no: ;v:i92::;;:2r3£::e
reqzlremen s lnfassummg thet between 1935 and' 1938 ‘Germany had to prepare 10
?qu p andarW{hO tg million soldiers with 't uniforms ner ;;ar fop 2 or 3
years and wi other textile materialg in corrospondin% quantities.11/

g/ See footnote b. S
o]

/ Vilrtschaftskurve 1939, Yo, 1
/ This is a conservutive estimate,

Kany observe b Cermany's
armed forces are more nearl- _ rs belisve that Gern
time, 7 In the neihborhood of 10 million at the presert
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"The boots in which Poland was conquered were produced only to a minor
extent in establishments of the army ordnance., By far the major part came from
factories producing civilien shoes, especially workers! shoes,"12/

The official index of shoe production was 3 percent above 1929 in 1937
and 15 percent above 1929 in 1933. Production per "full consumer" in 1937 was
thus 4 percent below, and in 1938 7 percent above, 1929, A glance at moré

.detailed statisties of shoe production, which are currently published by the
Reich Central Statistical Office, shows that during the last few years there has
been a continuous increase in the production of heavy workers? shoes and shoes
for the army, at the cost of other shoes. The share of leather shoes in total
shoe production has decreased from year to year. Army necds stand out more
clearly if one figures rou:hly that the army has had to outein about 30 million
pairs of army shoes during the last few years (based on 2-year needs of an
army of 5 million soldiers, and consumption of thrase pairs per soldder per
year). The total Germar production of leather sho2s was in the neighborhood
of 76 million pairs per year, of which only 30 miliion pairs were boys! and

-men's shoes, This may pive a roush idea of the crain that military needs

exercised upon the volume of consumers' goods finally available to the civilian
population.

In interpreting the totel "index of production of consumers' goods of
inelastic demand", one must thererlfore keep in mind that, first, it contains
goods which are not exclusively consumers' goods and, secondly, thut it does
not segregate production for civilian use and thut for military and storage
purposes., Moreover, during the rearmament period there was a pronownced
tendency toward centralization of production. A noticeable shure of total
textile production, for instance, was formerly produced by home industries,lg/
end this production was formerly not included in the index. All these factors
together, -though they far from exhaust the sources of inaccuracy contained
in this index, show conclusively thut the index of production ol comsumers!
goods of elastic demand is no indicator of the volume of production of
consumers' soods, much less of the volume of consumers! goods available to

the population at large.

Changes in Food Consumption as Revealed by Official
Consumption Statisties

In interpreting changes in the Germen standard of living one should keep
in mind that the distribution of consumer expenditures which constitute the
standad: of living is very different from that in the United States.

»

T2/ Tirtschaltskurve 1940, No. 3.
13/ Wirtschaftskurve 1939, ilo. 3. In 1929, the number of industrial home-

workers exceeded that of workers in establishment to which the index refers,
thourh their production was probably less.
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If one compares represen%atlve Gorinen end Amcrican budgzets of wage
earners end .salaried workers, one will find that food which represents just
about one=third. of total experditures in the American budget: 13/ accounts for
57+5 percent in the .Gorman Buéfet 15/ The Gerﬂaq worker hag to spend an
.additional 18 percent of hlS 1ncome or rent, fuel, and light, -so that only
.25 percent remains ror 81l hls dther needs, of which clothings alone would take,
.in .the average, about 1%’ ‘Sercent. In comparicon, the imerican worker, who
-.spends 24,5 percent for rent, fuel, and lizht and 10.4 perceat for clothing,
still has 31 percent of his incomé available for the purchase of durable
.consumers' goods, for'rebreation, medical care, transportation, and sevings.
Averaze fi:ures do n¢t tell tie whole story. -Accordianz to the German Central
Statlstlcal office 16/ the lower-salaried workers - those with an income below
_R.li. 25 per week - had to spend 67 percent of tneir income on food and 27
;percent on rert, fuel, and lizht, leeving only 2.5 percent for clothing and
3.5 percent for all other needs. And according to the official fizures, this
_pattern of expenditures holds true for sbout 45 percent of German wage earners
and for over 25 percent of the salaried workers.l?/

Changes in food consumption, therefore, to a large extent determine
chanves in tne wnole standard of living of the mass of the population in Germany

For this reason it is essential to obtain an eccurate piclure of changes in
German food consumption.

As in the United States, two linss of approach can be followed. If one
is interested primarily in chanses in the aggregate volume of food available
to the vhole economy for all purposes, one may well use statistics on "apparent
consumption", which ere derived from dormestic production of individual food-

- stuffs, supplemented by the difference between imports and exports, with some
adjustment for aepparent changes in stocks., The second approach is based on

food consumption in representative lhousoholds as reveuled by studies of sample
budgets.,

t

German publications have emphasized the first approach durinyg the last
few years. However, it is noteworthy that the food experts of the German War

Department and of planning agoncies havo relied much more on studies of
household budgets.

14/ Derived from the composition of Thoe rovised L.l 5. Coct ol Living Index —
which is based on representative household budgets (Sse B.L.S. Sorial No. 1156,
The B.L.S.! New Index of Cost of Living, Murch 15, 1940.)

15/ Die Mossung dcr Lebensnnltun”skoston Viortoljuhrshefte-zur Statistik des
Doutschen Reiches, 1937, Ho. 1, p. 151,

16/, Ibid., p. 153.
7/ These figures refer to 1938,
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The OffTicial Series on'"Appureht Food Consumption®

Tho Gorman Central Statistical Offlce currently releasos flgureu on’
"apparcnt food consumption" based on domestic production, imports and exports,
and apparent changes in stocks. Three scts of series are published - the
aggregate volume of individual foods availeble for consumption for all
purposes, per capita consumption of individual foods, snd consumption of
individual foods per "full consumer." Before dlscu531ng the rﬁsults it is
necassary to indicate the nature of the basic date,

As in most other countriss, figures on food production. are at best rough
estimntes. This was tyye for Germany until ebout 1934.. ¥ith the establishment
of the Rei¢h Food Estate, however, the authorities wer:c able to cover the pro-
duction of esse¢ntial foods more und more complotely. This was one of the
outstanding nccomplishments of the Nazl organization. It is probable that
the published figures on the domestic production of most foods were not in-
tentionally falsified before the war; in other words, thoy may depict the
current level of food production rdequately. But as the coverage of domestic
production hos been improved continuously since 1933 £ comparison of 1929
food production figures with those of 1237 or 1938 by no means indicates the
real change in production., This is true for foods in which Germany is normslly
deficient, es well as for foods in which it is self-sufficient.

A few examples may suffice. The official figures on domestic production
of butter show an increase from 1935 to 1936 of from 431,000 tons to 480,000
tons, which resulted in epparent incresses in butter consumption "per capita®
from 7.5 to 8,2 lbs., and per "full consumer" from 8,7 lbs. to 9.8 lbs. One of
the best known Nazi experts explains this increase as follows: "Consumption
per capita tad per "full consumer" increased rether suddenly from 1935 to 1936.
In the latter wyear, for the first time, a control of butter distribution took
place, which vas preceded by a better coverage of production.ﬁig/

The same is true for most other foods. The coverage of meat production,
for oxample, became more complete by changing from a yearly to a quarterly and
then to a monthly covernge; the data on the production of flour have become
mora .nd more representative., Aside from all other inaccuracies in the data,
this factor alone would mnke it impossible to use the current officisl figures
on spparent eonsumption for comparison with eerlier years.

A second source of inaccuracy in this series is the inadequate treatment
of changes in stocks. There is ample evidence that the major part of the
emergency stocks accumulated during the last few years is not accounted for in
these statistics. At the outbreak of war the Nazis claimed to possess 6
million tons of breadgrains, or nine months' comsumption requirements; fat
and meat requirements for 6 months, and a great many othor reserves.

18/ Ude Tornsu, verbrauchsstotistik und Ernaehrpng, in Zéitschrift Tur
Ernaehrung, 1938, No. 4, page 10.



- 16 -

- Eveh if one attempted to adjust the official figzures for such 1n-v .
accuracies, moreover, these figures still would repr?s?nt only the :ggrecam;e
yolume of food available fof both civilien and nog-c%v1lia? consumg 132.Wi;1
ﬁnreliability of such figures for measuring chengzes in living standar
be indicated later, " :

It is necessary to guard ageinst still another s?ur?e of §n§ccur?cy, .
thet is, the use of the figures on "per capita conSump?lon' publ}clsed in mos
German writings, The use of "per capita" figures is likely to,dlstort changes
in consumption and must lead to unwarranted conclusions. Dr. Hans Y. d. Docgan,
the food expert of the German Institute for Busincss Resgearch, e%ucxdates th}s
‘point very frankly: "According to the official figures, per c?plta consumption
of meat was 2 percent hiher in 1935 than in 1913; but ir reality tﬁe meat-
consuming population obtained 5 percent less than in 1913.?}2/ ?n view ol the
rapid change in age composition, one can only use consumption figures per
"full consumer", which take care of this chenge.

Although the preceding discussion should have left no doubt that a com-
parison of officiel consumption figures gy’ 1937 or 1938 with 1929 igvolves a
great bias in favor of the later years, it is nevertheless interesting to make
this comparison, for it shows that, ir spite of this biss, the quantities of
most foods available per "full consumer" (even disregarding the requirements
for the armed forces and for emergency reserves) decreased between 1929 and
1938. Consumption per "full consumer" decreased in the following foods:

(1938 compared with 1929)

Item Percent
AlY flour T
Vheat flour . -7
Fat -5
Milk . 8
Eggs - 12
Vegetables - 5.
Fruits . - 36

Tropieal fruits - 10

These decreases were by no means offset by the folldwing increases:

Item ‘Percent
Rye Ilour v 2 -
" bieat + 6
Sugar + 3
Potatoss 4+ 6

re———

- 19/5ee Hans v. d. Décken,_bntwickfung der Selbstversorgung Deutschlands mit

lendwirtschdaftlichen Erzeugnissen (Defelopmsnt”of'Agricultural'5elf-sufficien°y
in Germany), 2nd ed. 1938, page 86. . . .
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The official figures on apparent consumption cannot be used for an
appraisal of the adequacy of food .consumption: This is partly due to the
ihaccuracies noted and partly to the nsture of the basic statistics. Even
the 1929 girues could not be used Tor such a purpose. In connection with
a study of German food consumption and requirements, by this writer, the
Bureau of Home Economics of the U. S. Department of Agriculture analyzed
the official figures on apparent consumption, It found that according to
them .the calorie value of the food intake per "full consumer" was about
4,000 in 1937, whereas the requirements are &bout ‘2,800 and -actual con- .
sumption in Uermany in 1937 did not exceed 2,600 calories., American figures
on "egparent consumption” evidently come much closer to real consumption.
The. German fisures, even in 1929, made inadequate allowence for changes in
stocks and probably for losses involved in the distributiang process. -These
‘sources ‘'of error have become even graver during the rearmement period.. These
‘German statistics purport to show an increase in consumption per "full
‘consumer” in both meats end fats of 4 percent batween 1937 and 1938, at a
‘time when, according to numerous .German statements, periodic shortages occurred
in both foods, and custormer lists and rationing hed to be introduced.
"Actually 1938 saw relatively larger quantities stored and absorbed by non-
civilian consumption. - T

Chunges in Food Consumption as Revealed by Workers!'
Household Budgets

After careful analysis of most available German statistics, one
concludes that it is virtually impossible to arrive at the aggregate volume
of food available to the mass of the German population or of changes in this
volume. Indirect evidence, however, enables a determination of the current
level of civilian and non-civilian food consumption. Such evidence is found
in the studies of worksers! household budgets and in the level of consumption

of German soldiers. '

In 1927 the German Central Statistical Office made an inquiry into
the income and expenditure patterns of German workers and saleried employees.zg/
The inquiry was undertaken on the basis of thorough sampling and careful
zeographical, income, and occupational distribution. The results are generally
accepted as relimble indicators of the standard of living in Germany. They are t
the basis of the German cost of living index, and of virtuelly all com-
parisons of the standard of living in Yermany and in other équntries,ﬁi/

An even larger sample inquiry was underteken in 1937 to obtain a basis
of comparison with 1927. As a matter of fact, the identical household books
were distributed, and the sampling and ooveraze were patterned after the 1927

70/ Die Lebenshaltung von 2000 Arbeiter-ingestellten-und Beamtenhaushaltungen,
Einzelschriften zur Statistik des Deutschen Reiches, No. 22, Berlin 1932.

21/ ¢f. Wirtschaftrechnungen von 350 Arbeiterhaushaltungen, Vierteljahrsheft%
zur Statistik des Deutschen Reiches, 1937, Fo. 1, p. 61-66. - - ... ..
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CHANGES IN'FOOD CONSUIBPTION, 1928-1938 ~

(Based on official consumption figures)

Consumption per full consumer, in kilozrams

H : : : 3 :
: 1928 : 1929 ; 1932 : 1935 ; 1936 : 1937 : 1928
: H : : H H H
Wheat Tlour 67.5  04.9  5L.8 57.5  61.1  62.9 60.3
Rye flour 60.5 60,5 62,2 61.0  63.8 64.0 61.5
.~ Total flour 128.0 125.4 114.0 118.3  124.9 126.9 121.8
" Totel meat 53.4 52.3 49.0 51,3 50.4 53.2 55.5
- Tatal fat - 31.0 31.7 28.0 29.6 28.8 30.0
Lard - ,l 9.9 9-6 9-9 8.8 904 903 9l7
Butter 3.8 9.3 8.8 9.1 79.8 10.3 10.2
Margarine -- 12,1 13.0 10.1  10.4 9.2 10.1
Veg. Fats _
Milk 139 134 120 126 127 123 124
Eges 161 164 161 23 135 144 144
_ Sugar - 27.3 23,5 25.2 26.0 27.8 28.1
Potatoes - 200.8 222.0 201.6 198,0 201,8 212.2
Vegetables . -- - 57.1 52.1  60.2 58,3 54.4
Fruits - -- 36.5 34.5 33.8 42,5 23.5
Tropical fruits  9.15 9.05 . 9,25 $.22 10,03 6.8 8.1
Percentagze Change in Consumgtion
(1929 = 100)
Wheat flour 100 80 97 93
Rye flour 100 103 108 102
Total flour 100 91 101 97
Total meat. 100 94 102 106
Total fat 100 102 93 97
o Milk 100 g0 92 92
.~ Epgzs 100 98 88 88
- Sugar 100 86 102 103
Potatoes 100 111 101 - 106
~ Vegetobles - 100 102 95
Fruits - o .- 100 116 64
Tropical fruitg 100 102 75 . 90

Note: 1 kilogram equals roughly 2.2 pounds.
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inquiry. Beflore the outbreak of war only a representative sample of this
inquiry, based on the reaults for 350 households, was published.22/ But the
Central Statistical Office emphasized that these results were to be regarded
as reprosentative despite the smallness of this sample.

As the income and occupational distribution chanzed greatly between
1927 and 1937 and as various conceptual difficulties (indicated later) exist,
reservaetions must be made when comparing consumption of the “averaze full
consumer" of 1927 with that of 1937, If one deflates the average nominal
income upon which the 1927 and 1937 budgets are besed with the official cost
of living index, 23/ the average real income of the 1927 sample was approx-
imately 10 percent highor than that of the 1937 sample. With this qualifi-
cation, a comparison of the food conswmption of the average worker in 1927
with that in 1937 24/ would show a decline in calorie value of about 15 percent
and an appreciable deterioration of the qualitative composition of the food
intake. And as the caloris value of the consumption per "full consumer! was
below 2,600 in 1937, according to en analysis of the Bureau of Home Lconomics,
it is obvious that food inteke in 1937 was a good deal below requirements.

It should be noted that in the 1937 sample the average income of the
family head (Rm.2043) was actually about 15 percent above the average worker's

income in that year.

To eliminate any bias which may result from a comparison of averages,
we have compared the food intake of comparable income groups 25/ in 1927 and
1937. This comparison is contairfed in the following table.

The most significent group is, of course, the one representing con-
sumers whose income approaches the actual average of 1937 workers' income.
A glance at the fizures for the group earning a gross income of Rm. 2272 in
1927 and Rm. 1782 in 1937 (comparable real income groups) shows a rather sharp
decrease in consumption for virtually all foods. A similar decrease occurs
for the middle income group, the one earning Rm, 2738 in 1927 and Rm. 2220

in 1937.

22/ Wirtschalt und Statistik, 'ebruary and April 1939,

The official cost of living index will be discussed in Section IV,

Phe results of the 1927 study were published in terms of consumption per
family and per "full consumer.” The 1937 inquiry is available only in terms
of family consumption, However, as the number of family members and the age
composition are available, we computed consumption per "full consumer" on the
same basis as was used in the 1927 study. All consumption figures in the
following tables and in the text refer to consumption per "full consumer."
(See footnote 5.)

25/ Criteria for comparability are both the change in income level and in cost
of living (official) upon which the current income level is largely based.
Both were about 20 percent lower in 1938 than in 1929.



CHANGES IN FOOD CONSUMPTION, 1927-1937, OF SELECTED INCOME GROUPS

(Based on Workers! Housshold Budpets)
(Consumption per."full consumer", in kilograms)
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In this comparison one should keep in mind that in the 1937.inquiry 12
percent of the food consumed was raised by the workers themselves. -This is
largely explained by the fact that many workers in smaller cities who.were
formerly farmers had been drawn into armament industries by 1937. They..
continued to grow a certain quantity of their own fruits and vegetables. .
Evidently this novel factor was not considered adequately in the sampling .of
the households. It is fairly certain that the consumption of fruits and
vegetables as revealed by the 1937 inquiry was above average actual consumption:
It is very improbable that the averaze German consumer produces 22,8 percent
of the vegetables and nearly 30 percent of the fruits he eats. :

Even if one compares t?e consumption of lower income groups in 1927 with
that of nigher income groups - earning about 20 percent more real income - -in
1937, one will find a decline from 1927 to 1937. The 1937 medium-income group
"(Rm. 2220) consumed 5 percent less fat, about 20 percent less milk, 6 percent
less eggs and 2 percent less sugar than the 1927 lower incomé (Rm. 2272 )group.
Bread consumption wes equal end meat consumption of the higher income group in
1937 was 1.5 percent etove that of the lower income group in 1927, { Consumption
of fruits and vegoetables cannot be compared for the reason mentioned in the

preceding paragraph.)

A comparison of the consumption of the medium income zroup of 1927
(Rm. 2758) with that of the higher income group in 1937 (Rm., 2837) shows far
greater decreases in consumption, except for bread. Neat consumption of this
group in 1937 was 2 percent less, fat consumption 10 percent, milk consumption
30 percent, egr consumption 22 percent, and sugar consumption 11 percent, below
that of the lower income group in 1927.  This suggests that, owing to shortages
of various Toods, income had less to do with determining the level of con-

sumption in 1937 than in 1927.

Analysis of food consumption based on budzet studies can probably not
arrive et exact measurements of changes in focd consumption. But the extent of
thé changes between 1927 and 1937, as revealed by the comperison of consumption
of $imilar income groups, end even by comparison of lower income groups in 1927
with hizher income groups in 1937, makes it fairly certain that an appreciable
decline in quantity as well as in quality of eivilien consumption took place
between 1927 and 1937. The comparison suzgests that the decrease in calorie

value was at least 15 percent.

An evaluation of the meaning of this change will be attempted in the
summary of this discussion. It is necessary at this point, however, to
emphasize that the precediny analysis cannot claim to measure the real change
in the standard of food consumption of the mass of the Germen population. The
preceding comparison would indicate that only if,the_strgcture of the German
economy and the occupational ‘distribution of the population had remained un-
changed between 1927 end 1937. But both had changed vastly.
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The armament program meant an industrial expansion which was greatest
in construction and the heavy industries; in other words, in industries
requiring "heavy manual work." The sharp increase in the number of heavy manusl
workers- occured partly by way of drawing the new workers into these industries,
partly by way of shifting people from service industries and from occupations
requiring lizht manual work, merchants and other self-employed, into heavy
menual work. The number of construction workers in 1936 was 30 percent above
1929 and had increased an additional 15 percent by 1938. The total number of
workers in the automobile industry in 1936 wes 40 percent and in 1938 70 per-
cent above. 1929, ' In addition there was the increasing number of soldiers
and people in labor camps.

"~ ‘German food experts are well aware of the significance of this change
in food requirements: "Investipations in the field of food consumption must
find out whether the population has been supplied with sufficient quantities

and adequate quality of food so as to safeguard the health and efficiency of
the working population,” 26/

Long before the outbreak of war the food specialists in the German War
Ministry made special inquiries into food consumption and food requirements of
heavy manual workers. One can obtain a roush idea of the differentials in con-
- sumption between average warkers and heavy manual workers by comparing the food
inteke of the average worker as revealed in the 1937 budget studies with the
‘consumption of heavy manual workers in 1936. Ez/ .

This comparison shows that the heavy manual worker consumed nearly 30
percent more bread, 70 percent more meat, over twice the amount of fat, end
-'more then half as much again of fruits and vegetables as the average "full

consumer," It is significent that the present war-time rations attempt to
maintain these differentials. Heavy manual workers now obtain twice as much
meat as the average worker, and since the full pre-war fat differential could
"not be maintained, heavy manual workers now obtain only 45 percent more fat,
but 58 percent more bread as a compensation. It is obvious, then, that in
the course of the German rearmament program a large percentage of the workers
required a higher level of food' consumption than that of 1929 in order to
maintain efficiency and staying power. In other words, if the budget studies
reveal & reduction in food energy valus of about 15 percent, it should be

emphasized that the reduction in the standard of food consumption < in terms
of needs - is appreciably greater.

In the United States during the defense period there will undoubtedly
'be o very sharp increase in food consumption per "full consumer." The cus-
tomary n?tion based on the experience of slow development, according to which
chenges in consumption per capita or per "full consumer" ooccur only vary
gradually, will not hold for the defense period. Unfortunately, studies of

28/ Nahrungsmittelverbrauch und Boruf, in ViertelJahrsh TIsTik des
Deutschen Heichs, 1939, No. 1, page 268, J ofte zur Statisll

27/ The latter is based on a special inquirv bv t yiar
Efﬁistry; W. Ziegelmayer. P quiry by the food specialist of the
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conéumpfion in the United States do not reveal differentials by occupation, but
the problem has been recognized in the literature on.food and nutrition. 28/

Only Czechoslovakia undertook a special inquiry into food comsumption
by professions and occupational groups (in 1931-32) 29/ On the basis of a
;representative sample, the daily calorie intake of different workers' groups
was as follows: | : -

Miners 9961 calories
Unskilled labor 5586 "
Skilled labor : 3329 "
Foreman 3261 "
Average of all wage earners - - 3532 M
Average of all salary earners 3312 S
Average of all civil service employees 3151 . "

_ It is difficult to measure acocurately the additional requirements which
the changes in the occupational structure in Germany would have necessitated
in order to maintain the 1929 standard of living. It may be argued, moreover,
that such corsiderations are immaterial as long as the working population is
supplied with enoush food to avoid malnutrition. Yet these considerations are
far from academic, since the present food rationing system has lowered con-

sumption far below even the 1937 or 1938 level., 30/

Undoubtedly, the geheral level of food consumption in Germany in 1937
or 1938 was too low to maintain the high efficiency demanded from the workers
by the armement effort. Probably there would have been no serious damage to
health, efficiency and staying power if this lowered standard had prevailed
only durin: the 5 or 6 years of preparation for war, end if it had been
followed by an increase in food consumptionm. But the lowering of the standard
during the rearmament period was preceded by lowered consumption during the
depression, and followed by a sharp reduction in consumption with the outbreak

of war,

E§/ As far 6s we can ascertain, the rollowing are the only estimates of food
requirements for different degrees of occupational activity available for the
United States: (H.C.Sherman, Chemistry of Food agd Nutrition, 5th ed. 1937,
p. 207 '
A ) 2000=2400 Celories per day suffics for a shoemaker.
2400-2700 Calories per day suffice for a veaver. i
2700-3200 Calories per day suffice for a carpenter or mason.
3200-4100 Calories per day suffice for a farm laborer.
4100-5000 Calories per day suffice for an excavator,
Over 5000 Calories per day are required by a lumberman.
33/ The results of this inquiry are published in Nahrungsmittelverbrauch und =
Beruf, in Vierteljehrshefte zur Statistik des Deutschen Reichs, 1939, No. 1,
. 274, , L
go This is particularly true for meats, fats, eggs, milk, Virtually the only
oods now available in pre-war quantities are bread and .potatoes. For a

detailed analysis, see study oited in footnote 7.
]

2>
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There is ample evidence that the stamina of the German worker, his
physical resistance, and his efficiency were-affected to an appreciable extent
by ean increased workload comblned with quantiative and qualitative reduction
in.food consumption, '

Ihcreases in worklng hours and in demand on erflclenoy, of course, raise
food requirements in.the. same way as does a chenge from 11ght manual work to
- heavy ‘manual work,

=" Food Consumption of the Armed Forcosf

This wrlter is well aware that the results of the precedlng analysis may
be regarded as an outgrowth of wishful thinking. After all, the German economy,
though working under an appreciably lowered standard of food consumption,
succeeded in creating an efficient war machinery, and the physical condition of
the German soldier may appear to contradiet our conclusions entirely. This
contradiction is apparent rather than real, as an analysis of the German
soldier's diet shows conclusively. The nutrition of German soldiers durlng
.the rearmament- perlod that is, before the outovreak of war, has been
- described in an artlole by ‘Ziegelmayer, the nutrition expert of the War Depart-
ment in Germany, and is corroborated by statements of Quartermaster General
Pieszcsek. 31/ If one‘compd%oo,the soldier's consumption with that of the
average worker, as revealed by the 1937 household-budget study, it will be
found that the total calorie intake of the soldier was more than 60 percent

above that of the average worker. The soldier's advantage in consumption
of individual foods followss e . L

] _ ' . . Percent
Bread - : : 105
Mot and meat products 63
Fats o 48
Cheese - <13
Potatoes - : 120
Fruits and vegetaebles 86

Total calorie intake of the soldier was even 5 percent above that. of
the ‘heavy manual worker. . .-

It is interesting that the food-energy value of the American soldier's
diet is in the néighborhood of 5,000 calories a day. In the United States,

too, the soldier is likely to consume more. food onergy than the average worker
or even the heaVJ manual worker,

“The. German soldier who entered the war had enjoyed several months of

this hlgh level of consumption - fer higher than hhat of any group of the
civilien populatlon. ‘ .

prel .
- .

T1/ Die Lrnashrunyg des Deutschen Soldaten, Zeitschriff fuer Volksernaehrung,
Sept. 20, 1938, o S ©
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This differential between civilian and soldiers' consumption gives, at
the same time, a rough idea of the drain which the needs of the armed forces
exgreised on the food supplies available for civilian consumption, -~
ff/ It would be interesting to compare the rate of rejections of conseripts
in Germeny end in the United States. Unfortunately no figures for the German
Army are available. Some figures have been published on the rejections for
the Storm Troops, but they are so high that this writer hesitates to quote

them. 3_2/

CHANGES IN RZAL INCOME AMD IN CONSUMERS' OUTLAY

The preceding discussion has been concerned as much with "destructive"
analysis of avajilable statistics for Germany as with an appraisal of actual
changes 'in the standard of living in Germany. Tais is due not so much to a

* chosen approach as to the nature of available material. The writer believes,
however, that sufficient evidence has been here submitted to show that, even
with roush adjustment, the official statistics on the production and con-
sumption of consumers' goods revesl an appreciably lowered standard of living.

The following analysis presents additional evidence on changes in
consumption and in income available for consumption. This additional material
may serve two purposes: (1) it may supplement our knowledge as derived from
the evidence in the preceding part, and (2) it may help to explain the apparent
contradiction of civilian consumption and the standard of living in general
falling, in the face of a sharp increase in national income produced and in

the number of workers employed.

The most convenient way of obtaining additional information would be to
study what is usually the most revealing single line of evidence, the data on
national income or on workers! income. It is true that even in the United
States the analysis of figures on national income is a difficult underteking,
because the results depend greatly on the concepts applied. But, aside from
these difficulties, figures of national income can reveal fairly accurately
changes in income available for civilian consumption. The German figures, on
the other hand, require a much more critical appraisal before they can be

used for this purpose.

German publications use two sets of data to show changes in the income
of the mass of the population and in consumers' outlay.

liost frequently they refer to the changes in labor income. According
to these figures, which are derived as secondary statistics from social-
insurance deta, the total nominal income received by wage earners and salaried
employees increased from 31 billion Rm. in 1929 to 33.6 billion Rm. in 1938,
This income was earned by 17.92 million workers in 1929 as against 20.36
million workers in 1938, DBetween 1929 and 1938 total nominal income would thys

327 See, lor instance, Gustav pohrens, Stillstand in der Lrzeugungeschlacht,
7 Odal, Monatsschrift fuer Blut und Boden, March 1939,
a



have increased 8.5 percent and the total number of workers 13.6 percent.
' Nominal incomé per worker would show a deérease of only 5.2 percent. As the
official .cost of living index decreased 13 percent during -the same period,
real exzzregate labor income would have increased over 26 percent, and real
‘income per worker about 13 percent. As the legal deductions from the nominal
income increased between 1929 and 1933, total net income from wages and =~
_ salaries would be about equal in 1929 and 1938, but aggregate real income
would be roughly 20 percent hirher and real income per worker would be about
'5 percent higher, : - T

In reality, the picture is far different. These statistics do not
admit of a compdrison between 1929 and 1938. First, this series is not
representative of total labor income. Although it shows an increase in the
" income of wago earners from 23.3 billion Rm. to -23.7 billion Rm. and in the
income of selaried employees from 7.8 billion Rm, to 9.9 billion Rm., it
"does not cover Government émployees and salaried employces wio are not forced
to belong to the social-insurance system: The income of the latter zroup,
_however, decreased from 12.1 billion Rm, to 9.1 billion Rm. between 1929 and
71938, at a time whén the number of Government employees increased sharply. 33/
" This decrease is explained by the fact that many ;roups of employees who

formerlyrwgre.not,covered by social insurance are now included in the social-
insurance system and its statistics. These are the hi her salaried employees.
ETheir,inclusion in 1933 augzments the appurent total nominel labor income and,
even more, the income per wage or salary earner. This factor alone makes it
impossible to use the statistics of income derived from social insurance data
as indicttors of changes in total labor income.

Other equally serious inaccuracies distort these statistics. As the
Nazis exercise complete control over employment of workers and professionals,
every wage or income earner has to possess a "labor book" end to belong to &
professional organization. A great meny free professions whose incomeamay
formerly have been covered only in total cational income. or not at all, but
not in the statistics of labor income, were included in'i938 in the SOcial
insurance statistics on labor income. Lt thé same time a groat many people
who were self-employed in 1929 (merchants, artisens,-etc.) were subject to
social insurance in 1938. A rouzh measure of this factor alone is surrested
by the decrease of 1,663,000 in the number of ¥self-employed" income :;rners‘

between 1933 and 1939, Their income in 1929 or 1932 did not appear as "labor
incqme." pi

It is impossible to adjust the statisti Lab.
_and similar factors, The sources of e ics on labor income for these

- rror are \
'discard this_aPPr°a¢h_en£irely.- ‘ 50 weightj.thét one has to

'If one wishes to use income statistiec 1
! 8
total national income - and then' onl ot ol

to these. official statistics,

S all, one must use those on
7 with important reservations. According
the tptal pominal.n&tional income was 75.9

. +

33/ Accerdinug-to the . German Census ol 157 :
Tncreased 389,000 between 1933 end 1939.49y the Tunber. ol cIvil sorvante

.
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- billion Rm;. in 1929 and 79.9 billion Rm. in 1938, It is interestinz that

the final 1938 figure as released in November, 1939 is 3 billion Rm. hijiher
than the i ;ure released in the middle of 1939, 3ut éven if it is assumed
that, the 11nal fl;ure is not the result of intentional falsifications, it

is not comparable with the 1929 estimate. According to many official state-
ments, the income coverajze for taxation purposes became much more ‘efficient
under the Kazis. : In. other words, part of the increase in nominal income’
between 1929 and 1938 is apparent rather than real, as it is due %o 1mproved
statistical procedure. There is no way of ad;ustlng the data for this' factor.

The followln analysis of these income fisures is underteken for the
sole purpose of. show;q that these aata cannot be used as 1nd1cators of changes
in nominal income and much less in totel real ircome or income per capita or
per "full consumer” available for consumption. Althouzh such analysis would
furnish additionsl evidence that total reel income or income per "full
consumer" decreased noticeably between 1929 and 1938, it is believed that the
basis of these statlistlcs is so doubtlul that any conclusions derived from
them ere on shaky ground. They deserve analysis merely because they prove
conclusively that the official interpretation of these statistics < that
total consumer outlay and real income per "full consumer" were higher in
1938 tnen in 1929 - is completely unfounded. C .

In the following table en effort is made to condense a rather involved
computation into the most convenient form. The table is largely self=
explanatory and requires only few corments. To avoid ths impression of
accuracy, no attempt was mude to adjust official statistics; official German
statistics were merely put to a use for which thBJ viere not orlglnallj

intended,

Startlng I'rom the official figures on total nominal national income,
the writer tries to arrive at total nom1na1 income available for 1nd1V1dual
consumption. This approach in 1tself involves a conceptual inaccuracy. As
a measurement of changes in the "standard of living", is desired it mizht be
well to consider not only the income aveilable for direct consumers' outlaJ -
that is, for shelter, food, clothing, and all othsr direct consumers*
expenditures - but also the contribution of the Government to consumers!
welfare, whether or not this contribution is desired by the individual con-
sumer.. In his approach the vriter has disregarded the contribution of the
Government entirely. In other words, he has dlsrerarded the changes in the
contributions of the various soclal-lnsurance agencies, the improveiment in
the individual#s "security" resulting I'rom the rearmameat expenditures and
the factor of empIOJment security during the rearmament _program, 5%/

34/ This omission hurdly affects tie- comparilson Ior such .changes are . _
Telatively small and must be considered in the 1i; ht of numerous personal

hardships incurred. under the ilazi system.
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To derive changes in consumers' outlay from total national income,
the share tinat is demsnded by the Government from income reciplents, such as
taxes, social-insurance contributions, and other enforced or semi-enforced
contributions must first be deducted from nationel income.” These deductions
amounted to 18.4 billion Rm. in 1929 and to 20.4 billion Rm. in 1938. :ﬁi_/
Therefore, whereas the total nominal income showed an increase of 4 billion
Rm. between 1929 and 1938, the income available for individual consumption,
savings, and investment shows a decrease from 57.5 billion Rm. to 50.5
billion Rm., ‘ |

The figures on savings and investment prébably Zive only a very rough
indication; they are based entirely on official figures. The savings in
savings banks, etc., are probably correct, as are the data on the increase in
premiums for private life insurance. llo attempt was made to check the
increase in long-term and short-term investrents of individuals and of indus-
try which are given in the column on "bonds and stocks placed outside credit
institutes" end "increase in cash end other short-term assets of private
persons and individuals." These estimates of the Reich Central Statistical
Office and the Reich Kredit '“gesellschaft purport to measure "net private
investment.” According to these figzures on savings and investment, 5.3 billio
Rm. was thus withdrawn from private consumption in 1929, and 9.8 billion Rm.
in 1938.- As a result the total nominal income available for individual
consumption decreased from 52 billion Rm. in 1929 to approximately 41 billion
Rm. in 1938. Income per "full consumer"™ available for direct consumers'
expendiﬁures thus shows a decrease from Rm. 950 irn 1929 to Rm. 690 in 1938.

This epparent decrease, however, overstates the decrease in real income
available for consumption, since the cost of living was lower in 1938 than in
1928. The usual procedure of converting nominal to real income is to deflatse
nominal income by the cost-of-living index. If one deflates "nominal income
available for consumption" by the official cost-of-living index, "real"
aggrezate income available for consumption decreased from 52 billion Rm. in
1929 to 60 billion Rm. in 1938. Since the number of "full consumers" in- .
creased 8 percert in the decade 1929 to 1938, real income available per

"full consumer" would have decreased from 950 Rm. in 1929 to 850 Rm. in 1938,
e decrease of over 10 percent,

The official cost-of-living index, however
order not_to interrupt the sequence of this discu;sion the official German
cos?-of-llving index will be appraised later. The bus;a of tie three
estimates of ?real“ income available for consumption given in the table will
be clarified in th? section beginning on paze3l . No attempt has been made
to correct the official cost-of~living index to make it as nearly aoccurate

is wholly inaccurate. In

e r 5 U
:E Al% degUCt;ons are officlal fizures except the Increased contriputions 0

) La'Or ront, etec. According to all indications the latter item is
appreciably higher than 0,5 billion Rm,

. but the d an;
bias which might lead to g questioneble resuylt f:iiISEBWishea to avol 7
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"NOMINAL" AND "REALY NATIONAL' INCOME IN GERMANY, 1929-1938
(Based predominantly on official figures)

: : : :
TN els Soas g 1929 ¢ 0 1932 5 1937 2 1938
2 TLTI ol . 2 e :
Total nominal income, SIiIliom Rmm. .. .« - 769 . . - 45.2 7246 79.9
Deductions; LT Pl : S
Taxes ‘and duties - PR ot D 13,3 . 10.3 18.5 22,5
Unemployment - insurance " P ¢ PN o8 1.3 1.7 1.9
Other social 1nsurance nooem T 4,3 . 2.5 , 3.8 4.0
WinteF help & " - - 0.5 0.5
Increased contributions to Labor Front, |
Air Reid Preoautlon etca-blllion Rm. — as 045 0:6
Total deductions - - 8.2 1Z.1  25.0 29.4
Income avallable for ind1v1dua1 . i
weoow 57.5 31.1 47,6 ' 50.5

consumptlon and sav1ng
Savings and intestments:

Savings (sevings banks, - . / e a/_,: 2
building assoc., coop.) " " 2.6~ 0 .. -1.8—, .2.6 "~
Private lifee insurance " n 0.4 0.8 1.0 E/ 1,2.3
Bonds & stocks placed outside - L ._%/ ,
credit institutes °” " "o 2.0, 1 . 1.4Z 2,7Z
_Increase in cash & other short- h . ‘e ' .
term assets of priv.persons & ind, won 0.3 S 1.7 3.3
Total apparent sav1ngs and e .
" investments oo " 5.3 0.6~1.0 .. 5.9 9,8
Nominal income avallable for cte .
consumption e " 52.2 - ca 30 . 41,7 40,7
Per "full consumer," Rm. * = - E 950 :54Q .. 715 690
Estimates of "real" income for
individual consumptlon.-"
Estimate (1): co .- : - . - A
Official cost—of-11v1ng‘1ndex-pereent 100,0 ~?8,3 . 81,2 . 81.6
 "Real" aggregate income available for
consumpbion - billion Rm. 52.2 ca 39 51.3 49,9
Per "full consumer" - Rm. 950 700 880 850
Percent of 1929 - 100 T4 .93 90
Estimate (2): : o _
Corrected cost-of-living index-percent 100 75 85: 85
‘"Real" agiregate income available for L
consumption - billion Rm, 52 40 . 49 48
Per "full consumer" - Rm. 950 715, 840 .- 815
Percent of 1929 - 100 -75 88 .86
Estimate (3): v . A L
Corrected costwof- 11v1ng ;ndex-percentw 100 75 90 50
"Real" agzregate incomeé available for . Doy :
consumption - billion Rm. 52 .. 40 46 45
Percent of 1929 | 100 77 .88 - 87
Per "full consumer™ - Rm .. 950 720 790 770
- 100, 76 83 81

Parcent of 1929

Sondernhelt 2¢, institut fuer Konjunkturforschung, p.<9 (Prlvate

Geldkapitalblldung)
.4/ Reichs Kredit Ges. repor
p. 369.

t, min - 1939, p.57, Also Wochenbericht 23, Dec. 1938,



- 30

as possible, fBut-it can be indicated that the actual change i? cost of
living was somewhere belween Lstimate 2 and EZstimate 3; more likely the
-cost-of-living index foll only about 10 percent, rather than 18 percent,
from 1929 to 1933, On this basis "real" aggzregate income in 1938 would
. be between 45 billion Rm. and 48 billion Rm,, &s against 52 billion Rm.
"in 1929, or roughly 10 percent less. Between 1929 and 1938 real income
available for consumption per “full consumer" would have decreased
accordingly from 950 Rm. to about 800 Rm. or between 15 and 20 percent.

It should be emphasized again that the basic income figures are far too
dubious to admit of far-reaching conclusions, At best, the preceding
discussion may show that even use of the official income statistics implies
2 high probability that real aggregate income and real income per "full
consumer" available for consumption were a preciably lover in 1938 than in
1929. Our analysis maey be open to criticism in detail, - ths writer has

merely accepted the officiel figures on income, l.gal deductions, and savings
and. investment. .

‘It may be of intsrest thet the semi-officiel Reich Eredit
Gesellschaft states, in quoting the official estirate of savings and
investment for 1937, that "the large amount of savings and investment is
the result of the voluntary decision of corsumers to use part of their incomeé
for savings rather thun fér corsumption." 06/ The same source repeats, in
its report of 1938-39, data previously mace known by State Secretary Brinkman,
according to which 47.1 pérceat of tne nstional income vas needed by the
Government and thus not aveilable for individuel consumption. This estimate
is based on a somewhat different approach from ours. According to it, 35.8
billion Rm. out of a totsl rational income of 75 billion Rm. was spent by
the Govermment; in other words, 40 billion Rm. out of 76 billion Rm. was
available for "consumers' outlay." The report remarks that "the shere of
income directed by the government has increused continuously during the
last few years, It is an expression of the importance which must be

attributed to the governmental direction of income and consumption in the
German economy,"

If one disagrees with the approach of detérmining consumers' outlay
from nominal national income, one may apply a simpler and more direct method:
On the basis of litler's famous 90 billion Rm. figure on armament
expenditures, the 1938 expenditures reeched a minimum of Rm. 26 billion. %ﬂ/

-Dedu?t the 25 billion Rm. from the official 1938 netional income figure ©
60 billion Rm., and 1 billion Rm, from the 76 billion Rm. income of 1929.
That leaves & nominal income of 75 billion Rm. in 1929 and 55 billion Rme
in 1938 available for civilien consumption and normal government expenditurese

"BE/ Reich Kredit Gesellschalt Ters X : ' _—
rt on A nic tion, fir
21f of 1938, p. 7l.. o port on Germany's economic situa ' :

37/ This figure is assumed, for instance, by Pi : £ Expendi:
i . » by Paul Studensky. Armamen P
ures in Principal Countries, Annals of the Am liticel and
Social Science, karch 1941, 5. 30, o .er}can scademy of Po |
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As the cost of Government may have decreased somewhat more than the iten

in the cost-of—11v1ng 1ndex] one may use our Estimate 2 of the cost-of-
living index, which would suggest that aggregate real income was 65 b;ll;&
in 1938 as against Rm. 75 billioh in 1929. This would mean & decrease in
aggregate real income available for consumption and normal government
expenditures of 13 percent. Real income per "full consumer" would thus have'
decreased from Rm. 1370 in 1929 to Rm. 1100 in 1938, a decrease of nearly
20 percent,

In eny case, there is strong evidence that the sharp increase in
national income produced durirg the German rearmament period was not shared
by the development of ccnsumers' outlay and that real income available for
civilian consumption was significantly lower in 1938 than in 1929,

THE PATTERN OF CONSUMERS' OUTLAY IN THE GERIAN REARMAMEKT ECOHOMY

So fer the eviderce derived from adjusted official data on production
and consumption of food and other consumerst! goods, as well as on real income
available for consumption, have strongly suggested that the total volume of
food and other consumers' goods, and even more pronouncedly the level of
consumption per "full consumer", were appreciably lower at the time of full
employment during the rearmament period (1937-38) than during the most nearly
comparable pre-Hitler period, in 1929. The nature of the data admitted
conclusions only in rather general terms, on caanges in the standard of living
particularly in nonfood items. In the case of foodstuffs analysis of the
1927 and 1937 budget studies and of the index of production of processed foods
clearly indicated a quantitative and quelitative deterioration in the com-
position of the total food intake; the reduction in food energy value was
largely caused by diminished consumption of protective foods.

Normally it mizht be concluded on the basis of this factor alone that
the standard of living decreased noticeably betwsen 1929 and 1937, as the item
of foodstuffs alone represents ubout 57 percent of total German consumers'
outlay, and for half of the working-class families it takes almost two-thirds

of the budget.

However, the pattern of expenditures of what remains after the most
urgent items - food and shelter - are purchased, probably determines the
standard of living more than its nominal share of total expendltures would

suggest.
Detailed enalysis of this part of consumers' expenditures is not

necessary. But even a partial analysis reveals some interesting facts with
regard both to the standard of living and to the German policy of ' consumption

planning“ during the rearmament period.
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lébviously the German authorities had every interest to keep il:e
population content and to supply the mass of the population with as many
consumers' goods as conditions allowed. The limitirg factors were chiefly
the requirements for direct rearmemert and the relative scaréity in a great
meny raw materials and factors of production.

So far as food is concerned the problem was relutively simple. The
availdbility of sufficient carbohydrates - bread &nd potatoes - which can be
produced domestically aided greatly in averting conditions of actual
suffering. It is probably that most of tne workers accepted periodiec
shortates in some importent foods as a necessary sacrifice for the rearmament

program, Increased job security may have partly compensated for hardships
among the workers, '

The consumption figures alone do not tell the whole story of the changed
stendard of food consumption in Germsny during rearmament., In 1529 the German
housewife had the possibility of providin: a nourishinz meal most economically
by selecting foods which were relatively cheap seasonally and by buying cheaper
qualities in the most inexpensive retail stores. In the course of the rearms-
ment period conditions changed completely, with the result that the housewife
had to buy such foods and such qualities as were available, without regard to
price. loreover, goverumental price policy largely succeeded in abolishing

price differentials in comparable foods wilch, before 1933, had existed
between neighborhoods., ' ‘

The German Institute for Business Research E-i-?'-/:'mvesn;igntec‘t the effeot
of diminished reighborhood differentials in Berlin. The Institute compared
prices of 22 foods in 100 retail stores in Berlin during November, 1936,
with those prevailing in Hovember 1932, and ilovenber 1034, On the basis of
the 1927 workers' household-budgetstudy these 22 foods were combined into a
"market basket," In 1932 this basketful was 9 percent chenper in the
northern neighborhood of Berlin than in the west of the city, In liovember,

1936, however, the same basket was only 2 percent cheaper in the nortih than
in the west. ‘

To put it differently: Between liovember 1932, and Movember 1936,
average.costs of food in Berlin increased by -about 18 percent, but people who
bought in the western part of Berlin paid only 13 percent mor; whereas the
workers in the‘northern part had to pay 21 percent more, The iatter are
worker§ whose income 1s relatively low, and whose food budget requires about
two-thirds of their total consumers' expenditures, It is obvious then that

their level of food consum;tion, as well as their total standard of living,

was eppreciably curteiled by the governmenta v :
nearly uniform, & ental policy of making prices more

T3/ Carl Boehm, Zur Frage der Prelsstrey T —
z ung, Viertel) :
Konjunkturforschung, 1937, Lo. 4, pp. 449_85. Jahrsaeflt zur
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At the same time, this factor throws some light on the reliability of
the official cost-of-living indexi The Reich Central Statistical Office
itself evidently rscognized that the“official-cost-of—liviﬁg‘index is not a
feir indicator of actual changes in the cost of living. It remsrked that
during 1935 %he-cddt-bf¢living index increased only 1.8 percent, but that
“there is evidence that a multithde of goods which are not covered by ‘the :
index increased much more steeply. . iqually, thHe limited choice of available
foodstuffs played a role. Frequently only the higher priced dqualities
could be ofrered." 39/ o

It is virtually irpossible to meesure the net effect of similar factors’
on the cost ol living. IT is certain that the official cost-of-living index
greatly overemphasizes the decrease in costs between 1929 and 1938. AaAddition-
al evidence will be given on other commodities in this section, ‘

The "Wirtschaftskurve™ published an interesting estimate of the actual
change in the standard of living between 1833 anc 1937, gg/ The official
German cost-of-living irdex shows an increase of 4 percent between 1933 and
1937. The Virtschaltskurve remarks - cautiously, for obvious reasons - that
the items included in the official cost-of-living index increased between
5 and 8 percent during this periocd, but thet the cost of living for house-
holds that were consuming better quality goods increased 10 to 15 percent
between 19323 end 1937. As the above mentioned Berlin sample inquiry indicates,
the officisl cost-of-living index is as unrevresentative for workerst house-
holds as it is, according to the Wirtschaftskurve, for houssholds with higher
than everage income, - I '

For an evaluation of housing conditions and their reflection in workers!
household budgets, the official statistics can be used only.guardedly. In the
official cost-of-living index, expenditures for housing remained virtually
unchanged between 1932 and 1938, at a level of about ¢ percent below 1928. It
is edmitted, however, that this index considers only rents in apartments built
before 1918 and that it is based on "fixed rents." Actual rents even in
apartments built before 1918 were much above the level of the legally "fixed
rents.” - The Reich Central Statisticel Office implies as much: "Since the
beginning of 1938 tenants in old houses have been aided by the official
ennouncement that henceforth further increases above the lezal rent will not
be tolerated." 41/ Higher rents must have prevailed according to this state-
ment, before 1938. Moreover, by 1938 over 25 percent of the aspartments had
been constructed after 1918, and their rents were nuch h%gher than those of
old epartments. It is appar nt that the cost-of-living index does not express

the real cost of housing. 42

%§7ﬁﬂbchenberiohte des institubs fuer Kon junkturiorschung, Feb. 12, 1933.
0

Wirtschaftskurve, 1938, No. 3. _ ]
Vierteljahrschefée zur'Statistik_des Deutschen Reiches, 1935, No..1l,p.201,

"Ef/.If"one“oonSidérs these factors end takes account of the hidden price
Tﬁé:ease cdused by deterioration in the quality of many consumers! goods,
one will .find that "Estimate 3" page 34 is rather conservative.
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‘ In official publications the sharp increase in ‘the number of marriages
and the increase in building activity, far above 193Z, are frequently quoted
a5 indications of increased reel income and of the ebility to meet increased
demand for housings Ingdeed, the offieiel construction figures show that in
1937 the net addition of new apartments was olose to the 1929 level, and that
in 1937 320,000 new apartments were availavle as azainst 141,000 in 1932.
But these statistics do not reveal the real housing situetion. The 1929
level had been maintained for several years. Luring the depression, building
activity had sharply decreased and normally this~tecreese should have been
offset by a high level of construction in the upswing of the business cycls.
This was not the cuse, however, during the rearmement period and even in 1938
the number of newly available apartments decreased to 280,000,

These figures on "apartments" hide another significant fact. In 1929
the number of rooms per. apartment was 4.3 and the numbor went up to 4.8 in
1931, During the rearmament program the aversgze number of rooms in the
newly available apartments was as follows:

1934 - 1,8
1935 - 2,0
1936 - 2.5
1937 b 2-6

By 1938, 58 percent of all apartments hed less than four rooms (kitchen
counted as a room) as azainst 49 percent in 1937.

It is certain that residential construction during the rearmament
progrem fell far short even of the needs demanded by the population increase,
not considering the needs resulting from the backlog during the depression
. and from the sharp increase in marriages. 43/ In any case, the housing
situation was decidedly less favorable in 1937 or 1938 than it was in 1929.

In 1937, the worker spent about 21 percent of his net income for rent,
fuel, and light. In other words, 78 percent of his net income was needed for
food and shelter, leaving 22 percent for all other expenditures, such as
clothing, shoes, furniture, household .zo0ds, and recreation. This is roughly
2 percent more than he had to spend on these items in 1927,

Hlow was he able to spend this part of his income during the rearmament
period? 1In 1927 he used 12.5 percent of his net income for textiles and shoos
(including repairs.) From the analysis of the index of production of con-
sumers' goods it became apparent that a smaller quantity of textiles and shoe#d
was available in the agsregate and per "full consumer" in 1937 or 1938 than
in 1929, The 1937 budget study shows that the worker spent about 10 percent

'he general housing shortage which 18 particularly pronounced in largad
cities and industrial reglons and relates especially to cheaper apartments
eould ngt as yet be mitigated during 1937" (Soziele Praxis, June 1, 1938,
pe 691,
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.
of his net income for these items: This 2.5 -percent lower fisure is not

due to a sharper decline’ in‘textile and shoe prices between 1927 and 1937 than -
in cvher items of the budget, On the contrary, there is evidence that the

real retail costs of textiles and shoes were relatively higher then most other
costs, since the quality of botn deteriorated greatly, '

This is another factor which finds no expression in the official
costecf-living index. "There is no doubt," remarks the iiirtschaftskurwve,
"that the shLift to lower qualities, particularly in the case of finished
goods, led froquontly to a circumvention of the price-fixing laws." 44/

If anything, the share of income spent for textiies and shoes in 1937 should
have been reater then in 1927, to purchase comparable goods,

It is interesting to see toward what other items the Germen supply
situation, and probably official policy, directed consumers' outlay.

Mo lipures are available on the azgrezate expenditures for amusements
and recreation as offered by the "Strength Through Joy" (Kraft durch Freude)
orpanization. But undoubtedly several hundred :illion marks were spent by
workers for this purpose. This is not to say that these expenditures were
regarded exclusively as a forced contribution, But it is known that as often

a8 not such expenditures were far from optional. 45/

In the same cetepory belong the expenditures for newspapers and periodi-
cals of the party, the labor front, and the women's and children's organiza-
tions. - The argregate of such expenditures is not known, but it can be

‘estimatod from the 1537 budget study. On thut basis, the worker had to spend
1.3 percent of' his net income for this purpose; in other words, half a billion
marks out of total consumers! expenditures of 40 billion Rm. and of
expenditures for all items except food end shelter of 9,0 to 9.5 billion Rm.

Equally important is another factor which is usually regarded as a net
addition to the standard of living, that is, the increased expenditures of the
‘Germanpnpulation for cortain durable consumers! goods, such as radio sets

and motorcycles,

There is a vast difference batween the impact of such expenditures on
's budget and on the American worker's budget. In the United
States, the production of radio sets rose sharply between 192? a?d 1?39. In
1939 close. to 10 million sets were produced, &s against 3.6 mllll?q in 193?.
In 1939 about 50 percent of the output was 1in sets the factory price of ?hlch
did not exceed §ll. Over half of all retail sales were at prices under §17,

the German worker

S o G Mo 30
%%7—;;i:szﬁgf;:§§;v:ﬂ;gg§?;es admit: "Some forced contribgtions,'som? attempts
ol forced attendance of theatrical performances and at uniform clo?hlng
prevailed..." (Sve Willy Neuling, Wettbewe?te, lionopol und Befohl in der
heutigeu Wirtschaft, in 7eitschrift fuor die gesamte Staat;wissenschaft, 1939,

No. 2),
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If consumers' outlay per consumption unit in the United States averaged §850
in 1937, 46/ the consumer here needed 2 percent of his net budget for the
purpghase of a radio set. It is not surprising, then, that the number of sets
in use increased from 6-1/2 million in 1928 to more then 50 million in 1940,
and that more radios are in use than there are homes.

The German worker, on the other hand, had to spend about 70 Rm. for
the "people's radio” (volksradio) and, in addition, his license fee was 24 Rm.
per year. OQut of 1400 Rm. which he could spend for food, shelter, and all
other consumers' expenditures, he would necd 7 percent for about the cheapest
set and his' license, 4ctually only 25 percent of the German radio production
of 2 million sets in 1938 were cheap sets; 75 percent had an average retail
value of over 200 Rm.- One-third of the production of the more expensive sets
wag bought by Tactories, business enterprises, etec., to enable their workers
to listen to political speeches. But 1 million of these sets were sold to
individuals., Tho worker who bought a 200 Rm. set spent approximately 15
percent of his nst income, or, together with the license fee, 2 months of
his year's income,

The retail value of the 1933 redio sets, togsether with the license
costs, amounted to about- 600 million Rm. Total consumers' outlay in 1938
was about 40 billion Rm., of which over 30 billion Em, was required for food
and shelter alone. Retail value of shocs umounted to a little over 1 billion
Rm. in 1938. The expenditures for radios elone were half as much as the
expenditures for shoes,.gz/ end more than helf as much as the expenditures for
furniture and household goods, including repair costs, fﬁ/

This is not to deny that the increased supply of radio sets was a net
addition to the standard of living in Germany., The interusting fact is that
such improvements in the standard of living occurred in durable consumers!
goods, in line with the Government's intentions. Propacanda is es much a
war instrument inside and outside of Germany as puns, §he Government made
great efforts during the reermament prorrams to increace the sales of radio
sets. Apparently it succeeded, in spite of the fact that the purchase of &
radio set earmerixs a sizeable proportion of the workerts outlay and deprives

himlof purchasing power for roods actually far above rudios in his utility
scale, .

ég/’See Kuznets'! figzures on consurers' outlay as given in tho National Bureau

of Economic Research Ccecasional Paper, lio, 2, April 1941,

47/ According to a special inquiry of the Reichs Kuratorium fuer

wirtschaftlichkeit, retail expenditures for shoes amounted to 1.2 billion Rme

i’ﬁ igiaé‘ I: isbw"iﬁh rllg?fng that this amount corresponds surprisingly with
a ndicate J the ousehold o .

Ho. 3, Der Klei " rsotat). budget study (cf. Wirtschaftskurve 1939,

48/ The German figures on-radio production, sales and

wochenberichte des Instituts fuer Konjunkturforschung

July 26, 1939, ’

prices can be found in
Aucust 3, 1938 and

4
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In spite of all Government prpaganda, however, only 60 percent of
households in Germany were eduipped with redios in 1938, as against 71 percent
in Great Britain, 77 percent in Denmark, and far above 100 percent in the
United States, fEZ/ (owing to the fact that many families have portable and
automobile radios; end some homes have more than one set). In the same
category belongs éhe sharp increase of sales of motorcycles. By 1938 these
sales reached 270,000, surpassing those of 1929 by more than 20 percentg

60 percent were sold to workers and salaried employees. The fact that nearly
50 percent of the motorcycles were sold to workers and another 10 percent to
salariod employees is explained by the existence and the propaganda of the
Nezi motorecyclist organization.lgg/ Most of the motorcyles were sold to
workers between 20 and 25 years of age. These workers nad a net income of
hardly more than Rm, 1200, The cheapest motoreycle costs Rm. 350, and the
average. price of half the motorcycles sold was Rm. 550. These workers
therefore required between 3 and 6 months of their annual income merely for
the purchase of a motorcycle. Of course, as in the case of radios, the
Government induced the retailers, with the help of Government-owned banks,

to extend installment credit ranzing from 18 to 24 months.. But the upkeep

of a motorcycle (disrezarding depreciation) cost 250 Rm. per year.
Expenditures for the purchase and upkeep of motorcycles alone drained away
about half a billion Rm. in 1938 from the Rm. 9 to 9.5 billion remaining

after food and rent had been bought, 51/

Another indicator of the standard of living frequently used in German
publications is the increase in the attendence at movie theaters. Agcording
to German figures the attendance in 1937-38 was 396 million persons, as
against 352 million in 1928-29. This was an increase of 12 percent, while
the number of full consumers increased 8 percent. At the time of full
employment during the rearmament program, attendance was only 5 percent
higher than in 1929, although in most countries there was & sharp upward trend
in attendance at motion picture houses during the same period. In.th?

United States, for instance, weekly attendance increased from 65 million to-
85 million between 1928 and 1937 - more than 30 percent in absolute terms,

Automobiles need not be considered here, for only 1 percent ?f the o
automobile productioﬁ of 1938 was bought by wege earners, according to official
Germin statistics. _ .

51/ German officials point out that the people's.car (Vol?swagen? 1§ea was
largely intended as a means of consumption Plann}ng. An 1ncrea31n§ share of
the German income will be spent for automoblles;ln.the.future. This
corresponds to the will of the Fuehrer, As henlndlcated, the German people -
cannot spend its entire income for food, Tﬂe Kra?t durch Freuge car is thus "
part of the system of consumption planning. (Soziale Praxis, June 15, 1938, .
p. 731, Until the outbreak of war 200 million Rm, had been collected as .
installment payments for the "yolkswagen." Of the 200,000 cards ordered in
1055 more tham half were ordered by people earning.less thgn 320 Rm.sinerf
month. To run this ocar required. 43 Rm, per month disregarding the costs for
amortization and garage. (Soziale Praxis, March 1, 1939).

29/ Cf. Viochenbericht des Instituts fuer KonJunkturforschung, April, 1959,
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or 20 percent if one adjusts for the.increase in population, EE/ In spite

of all propaganda efforts in Germany, the.average attendance per person for the
whole people was only 6.0 times a year in 1938, equal to that in Jtaly. The
'figures for France were 8, for Belgium 11, for Great Britain,2l, end for the
United States 34, The number of motion pictures offered by Germany in 1938
was 20 percent below even 1933, Still, consumers' expenditures for movie-
theater attendance amounted to over 300 hillion Rm. in 1937-38.

It may seem strange to discuss such seemingly unimportant items as
expenditures for "Strength Through Joy" offerings, for party newspapers and
periodicels, for redios and motorcycles, and for movies. But in the
expenditure pattern of the German worker during the rearmement progrem, these

.items became more important than they ere in a "normal" budget. The consumer
in Germany spent more than 2 billion Rm. a year for these items. On them he
spent 20 percent of all expenditures other than food and shelter.

A1l these expenditures were desiresble from the offical point of view.
Expenditures for "Strength Through Joy" performances end for official publi-
cations were semi-obligatory; they represented an important instrument of
propaganda, without requiring a noticeable drain on resources_of raw materials
or lebor. Expenses for radio sets and motorcycles were equally in the officia%
interest, - the radio as another channel of Nazi propaganda, motorcycles as
a means for training and for potential use in war. The resources required in
the production of radios and motorcycles mi:ht have been used for more
immediate reermament purposes. .But radios and motorcycles required a
relatively insignificant share of the available resources, %E/ although their
retail price and consequently their share in consumers' outlay were exceedingly
" high. : : o

t

52/ U, 5. Dept. of Commerce, Motlon Pictures Abroad, iarch 15, 1340, p. o-

5%/ A comparison of the non-ferrous metal requirements of the German and
| American automobile industries may illustrate this point. Despite a

tremendous expansion of the automobile industry in Germany (including

motorgycles) during the rearmament period, its share in total metal consumption

-'was -Telatively small as late as in 1938, ' :
. ~‘Non-ferrous metal requirements of the German and

* American automobile industries percent of total netional consumption.

Germany . . UeS.Ae

. (15387 . . (1537]
Aluminum R 4.8 : 12.7
Copper: - - 1.9 16.8
Lead 3.3 3l.4
' T:'ln 3.4 12.0
Zine: 0.1 12,5

(see M. Genthe, Der Metalleinsatz der deutschen englischen und Amerikanischen
Kraftfahrzeugindustrie, in Metallwirtschaft, No. 7, 1939),



Changes in the pattern of consumsrst' outlay during the German
rearmament are of perticular interest if one notes the contrast to the
potentiel cdovelorment in the United States. In Germany, as has been shown,
it was not possible to provide the population with as much food, textiles,
shoes, and other semi+durable consumers! goods a&s in 1929, and certainly not
with as much as would have been demanded by the sharp ihcrease in employient
and the change in ocoupational distribution., On the other hand, the supply
of a few durable consumers' goods that were emphasized by official consump~-
tion planning was maintained or even increased, The reasons for this latter
fact were explainei above: The high price of durable consumers' goods
fixed a relatively large share of the workers' nes inccia, And since the
volume of such goods was still low and required an insiyaificant share of
available resources, maintenance or increase of their production was
decidedly advantageous.,



