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Each investigation conducted under the auspices of The
Broukings Institution is in a very real sense an institutional
product, Befure a suggested project is underiaken it is
given thorough consideralion, not only by the Direclor
and the staff members of the Institule in whose field it lies,
but also by the Advisory Council of The Brookings Insti-
tulion. As soon as the project is approved, the investigation
is placed under the supervision of a special Committee
consisting of the Director of the Institute and two or more
selected staff members.

11 is the function of this Committee to advise and counsel
with the author in planning the analysis and to give such
aid as may be possible in rendering the study worthy of
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publication by the Institution, if the study turns out to be
defective in literary form or if the analysis in general is
not of a scholarly character. lf, however, the work is ad-
mittedly of a scholarly character and yet members of the
Committee, after full discussion, cannot agree with the
aulhor on certain phases of the analysis, the study will be
published in a form satisfactory to the author, and the disa-
greeing Commaitiee member or members may, if they deem
the matter of sufficient importance, contribute criticisms
for publication as disseniing footnotes or as appendices.

After the book is approved by the Institute for publica-
tion a digest of it is placed before the Advisory Council of
The Brookings Institution. The Advisory Council does
not undertake to revise or edit the manuscript, but each
member is afforded an opportunily to criticize the analysis
and, if so disposed, to prepare a dissenting opinion.



DIRECTOR’S PREFACE

The past two decades have witnessed a radical change in the public
attitude toward unemployment. The view widely held in the past that
the unemployed are themselves to blame for not having jobs, and that
all who really wanted work could find it if they tried hard enough, has
long been discarded. The accepted view today is that unemployment is
primarily a problem of industrial organization and not one of indi-
vidual character.

The recognition of these facts has led several European states to pro-
vide machinery for taking care of the involuntarily unemployed. Great
Britain was the first to create such an insurance system on a national
scale. Since 1911, the important British industries have had insurance
against unemployment. As amended in 1920, the British scheme
brought into the insurance system virtually all persons employed under
contract of the age of 16 and upwards.

The tremendous problem of making provision for millions of un-
employed and the recognition of the fact that, whether an insurance
system prevailed or not, it was necessary for the welfare of the state
that the jobless worker be taken care of, led the German government to
make geveral experiments along the line of unemployment relief during
the years subsequent to the Treaty of Versailles. From 1919 to 1927,
every possible expedient was made use of which might relieve the many
workers who were suffering from unemployment. The experiments
during this period resulted, in 1927, in the passage of an unemploy-
ment insurance law.

Recognizing the importance of the German Unemployment Insur-
ance Law of 1927, the Guggenheim Foundation granted the author
of this volume a fellowship which made possible a first hand study of
the organization and administration of the newly created insurance
system, The results of this investigation are incorporated in the follow-
ing pages. The significance of the problem and its bearing upon the
work of the Institute of Economics have led us to include this study
among our publications. Although the volume is not a codperative
institutional product in quite the sense that our other publications are,
its organization and form have nevertheless been supervised by two
members of our staff.
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In the year since this material was first published the Act of
1927 has been appreciably modified by amendments and executive
orders covering scope, eligibility, and rate of contributions. Excep-
tional and continued business depression creating simultaneously un-
employment and national financial stringency has forced careful
scrutiny of the system and an attempt to work out an actuarially sound
fiscal policy that is sufficiently comprehensive to meet‘the legitimate
demands of participants in an unemployment insurance system. The
amending rules and orders are included in the present volume.

Epwin G. NoURSE,
Director.

Institute of Economics,
June, 1930.
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PART I
EARLIER EXPERIMENTS



UNEMPLOYMENT INSURANCE IN GERMANY
INTRODUCTION

Unemployment was viewed until very recently as the personal con-
cern of the individual who had lost his position. As late as the first
decade of this century, public effort to assist persons out of work was
limited to the activities of trade unions, of charitable agencies, or of
local governments. Attempts at control were spasmodic. Organized
endeavors to meet unemployment were devoted to the relief of the
most serious distress arising in its wake. Even such attempts were
mainly confined to periods of industrial erises. Lack of work was ac-
cepted as a more or less inevitable, though disagreeable, aspect of
modern industry which the worker had to endure. A national program
to cope with unemployment originated first in England only a short
time before the war.'

The very extent of unemployment since the war has impressed na-
tions with the necessity of sustained effort to reduce its volume and
to mitigate its effects. In Germany, for example, it has been impossible
to disregard conditions which have caused the numbers of assisted un-
employed to exceed one million upon four different occasions within
the decade following the war. The British situation has been even
worse. Although its population is but little more than two-thirds
that of Germany, and its workers number only eleven millions, it has
maintained a steady level of over a million unemployed. In the United
States the amount of idleness arising from lack of work is not definitely
known, but the estimates run into several millions for the years 1921
and 1927,

Attempts to reduce unemployment or to mitigate its effects have
taken many forms. Local and national employment exchanges have
been created to facilitate placement of workers. Public works have
been timed to provide employment at crucial periods. Unemployment
assistance in the shape of relief or insurance has been provided by
charitable agencies, industrial groups, or the state. Measures to sta-
bilize industry have been promoted in the hope of regularization of
employment,

*In 1911,
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Out of these efforts has come a realization of the difference between
unemployment and other insurable ills. The latter usually fall upon
isolated individuals who are incapacitated. Unemployment is mainly
a mass phenomenon. Moreover, although the number of unemployed
may remain high, it may comprise different individuals at different
times. Some persons may be idle for a long time, but the group may
represent a shifting mass of people who are out of ‘work for a few
weeks or months. The fact that the duration of unemployment is com-
. paratively brief does not, however, imply an ability to meet its costs.

The margin of savings may be insufficient to maintain workers, who
are without wages, according to any acceptable standards of comfort.

Experience in combating the effects of unemployment has led to
differentiation of types according to their cause. One clearly defined
form is that which recurs regularly, namely, seasonal unemployment.
A second type is eyclical, arising from trade fluctations. A third results
from fundamental structural changes in production processes or in the
market. These modifications may be caused by technological changes
in production, alteration in fashions, over-expansion of an industry, or
apparently permanent loss of markets. A fourth kind of unemploy-
ment is created by industrial disputes. A fifth may be attributed
to causes of a personal nature. They may include ignorance of the
labor market, inadequate or ill-directed training, or individual limita-
tions of physique, mentality, or character. '

Seasonal and cyclical unemployment have given rise to two main
lines of effort at control. Experiment in the United States has been
directed toward stabilization of industry and support of private in-
surance by either employers, trade unions, or both. Though highly
significant, these measures are limited to a few plants and to a small
number of workers. They are of more importance from the experi-
mental standpoint than for their present effect upon unemployment.
German and English attempts to meet these types of unemployment,
though including efforts to discover or create work, have relied mainly

" on insurance.’

2 That their insurance is in no sense of the word a “dole” cannot be over-
emphasized. Aid to the unemployed immediately after the war was granted
by these two countries out of public funds, since to allow ex-soldiers and war
workers to starve was unthinkable and highly inexpedient politically. The
English system, however, has been supported since 1922 by employer, worker,
and the government. At present the state pays seven and one-half pence to the
eight pence and seven pence contributions of the other two. The German
method of support is described in this book.
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Unemployment srising from fundamental structural changes in
industry, and from certain personal limitations, calls for skill in place-
ment, vocational counsel, and trade training or reéducation. For some
of the victims of industrial change no substitute work can be found.
For all of these types of unemployment, public works may afford not
merely & stop-gap, but assistance in returning the worker to a regular
position. Provision for persons unemployed as a direct consequence of
industrial disputes appears to fall within the provmce of the trade
union or the charitable agency.

German experience has shown that insurance cannot care for all
who are unemployed. There are risks which the system cannot carry
without endangering the funds or increasing the contributions to an
unbearable degree. Inasmuch as the other forms of German social
insurance cost about 12 per cent of the total wages bill, there are
definite limits to the added burden that unemployment insurance can
impose upon industry. Unemployment insurance, however, is forced
to carry as many cases of persons out of work as possible because of
the oppressive cost of poor relief. As long as one person in every 25
of the urban population must apply to public charity and one-third
of the budget of the cities goes to poor relief, there is little extra money
in the public treasury for indigence arising from unemployment.

Germany’s poverty and the insistent needs of her masses of unem-
ployed have forced her to work out an economical scheme of unem-
ployment assistance. Under it she must make good her promise to
carry the unemployed person for 26 weeks if need be. She must pro-
vide placement service and vocational counsel. She must initiate or
encourage public works. She must administer emergency unemploy-
ment relief. She has had to adopt a pragmatic attitude toward
the development of unemployment assistance. She has borrowed
and adapted from other countries and has learned through her own
experimentation,

The resulting highly successful legislation is not suggested as a
pattern for America to copy. On the contrary, it shows that sound
enactment must be in keeping with a nation’s history, social point of
view, and peculiar needs. Understanding of the causes of the different
measures, and the results which have obtained in Germany, should be
of sssistance to other pations in their experiments in unemployment
relief.



CHAPTER I

PRE-WAR EXPERIENCE

Attempts to assist unemployed persons may be found in Germany as
far back as the early part of the nineteenth century. At that time handi-
craftsmen in search of work were frequently granted relief in the form

.of travel allowances to enable them to take positions in other localities.
When the trade unions were organized in 1848 they adopted the scheme
of travel allowances, giving it prominence in their programs. They
limited unemployment assistance to this form of aid until 1879, when
the Printers’ Union introduced a scheme of unemployment donations.

The early trade unions established aid fo the unemployed mainly to
prevent the disfranchisement of their members attendant upon ac-
ceptance of poor relief. They also saw in unemployment assistance a
means for bettering the condition of the worker and of increasing their
own strength and membership. Though usually no special funds were
set aside for unemployment, it was treated as a problem quite distinct
from lack of work caused by sickness or industrial disputes.” Members,
however, had no legal claim to unemployment assistance.

During the nineties and the first decade of the present century there
arose a lively interest in trade union unemployment benefits. In 1894,
fifteen out of forty central bodies provided such did. Two years later
a Congress of the “Free Trade Unions” voted in favor of granting
assistance. to unemployed members. From that time on, adoption of
the policy was rapid. - Expansion continued until the outbreak of the
war. In the decade between 1903 and 1913, expenditures made for
unemployment assistance by the “Free Trade Unions” rose from
1,270,000 marks or about $320,000, to 11,532,000 marks or nearly
$3,000,000, a nine-fold increase. Some of the clerical workers had
previously established regular insurance funds. The commercial clerks
had developed their system to such a high degree that their funds were
placed under imperial supervision and the members were legally en-
titled to benefits.

1 Fifty-two weeks of membership in the organization was usually prerequisite
to receipt of aid. A waiting period was fixed and the amount of benefits was
set. Travel allowances were generally granted for the worker, his family, and
his household goods. when he had offer of employment elsewhere.

(]
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In addition to the trade unions, consumers’ coiperatives sought to
give special assisiance Lo their unemployed members. Among these, the
Hamburg Cobperative Society had the most successful history. It
allowed its members credit on their purchases of prime necessities when
out of work.’

Several employers, too, organized unemployment insurance funds.
The Carl Zeiss Foundation in Jena, the Heinrich Lanz factory in
Mannheim, Cornelius Heyl in Worms, and the margerine factory of
A. L. Mohr in Altona, were notable cases. Private societies were also
established for the purpose of insuring against unemployment. They
were, however, few in number, small in membership, and short-lived.
The results of the efforts of private societies, employers, and consumers’
codperatives were, for the most part, negligible.

Unemployment relief systems developed and operated by local public
authorities assumed considerable importance before the war. They were
significant as forerunners of federal measures. They proved to be of
experimental value in the subsequent development of principles and
methods of unemployment insurance.

Two main types of state insurance were evolved: (a) that in which
the state administered the fund and assumed the financial responsi-
bility, and (b) that in which the trade union administered the fund
with a state subsidy. The Cologne System with its numerous variations
represents the former type, while the latter is called the Ghent System
from the city of its origin.

(8) The Cologne System. The first attempt to establish unemploy-
ment insurance on the part of & German city was made in Cologne in
1894. A fund was created to provide insurance against winter unem-
ployment only. The city, employers, and “ patrons ” contributed. The
chief purpose was to aid workers in the building trades. In practice,
as first established, the fund attracted the unskilled and unorganized.
It represented a “ pooling of bad risks.” In 1911 it was reorganized.
Supplementary insurance for trade unionists, not limited to winter
unemployment, was added and contributions were graded according to
the hazards of unemployment. Leipzig, in 1903, established a some-
what similar fund. This city, however, worked out a careful classifica-
tion of risks with a corresponding increase in the rate of benefits to
those who rarely called upon the fund. It made receipt of benefit con-

*The organization had over 41,000 members in 1909. Of these, some 15,000
persons had established credit totaling over half a million marks.
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ditional upon willingness to ~accept work similar to the applicant’s
.regular employment.

(b) The Ghent System. The Ghent System was widely imitated.’
The first German city to follow it was Strassburg, where the plan was
started in 1907. Following Strassburg, Freiburg, Berlin-Schéneberg,
and other places installed the Ghent System. These two cities made
special provisions for unorganized workers by encouraging savings
accounts to be used in case of unemployment. Mainz and Munich set
aside funds but did not require corresponding payments on the part
of the beneficiaries. The assistance was in the nature of relief rather
than insurance. They also provided employment by means of public
works.

Progress in the development of unemployment measures was neither
uniform nor uncontested. From many quarters strong opposition arose
to both public aid and public subsidy.* Unemployment insurance ex-
isted, therefore, in relatively few 01t1es where it served a com-
paratively small number of people.

The whole subject became a topic of political agitation and legisla-
tive deliberation.” Local political units generally believed their interests
to be too diverse to be met by uniform federal legislation. Trade unions
urged the establishment of the Ghent system. Employers were pre-

* Under the Ghent System, trade unions granting unemployment assistance
to their members received a subsidy. from the municipal treasury in proportion
to the benefits which they gave. Trade union unemployment insurance with-
out subsidy from public funds suffered from two great shortcomings. The
benefits granted were small, and yet they added such a heavy burden to the
union treasury that many labor brganizations were unable to assume the
responsibility of their payment. The purpose of the Ghent System was to
increase the amount of trade union benefits without added cost to the wage
earner, and to stimulate labor organizations to establish unemployment
insurance.

¢The Cologne System was considered by the Socialists and trade unionists
as charity and as interference with trade union matters. It was feared by
others on the ground that it attracted only bad risks. It experienced financial
difficulties. . “ Patrons” did not continue to pay into the funds established.
Cities did not grant sufficient amounts to meet the demands made upon
them. Benefits did not keep pace with rising prices.

The Ghent System was accused of discrimination because it tended to
strengthen trade unions while doing little for the unorganized.

® Other cities besides those mentioned that offered unemployment assistance
were Erlangen, Miilhausen i. E. Schwibisch-Gmiind, Mannheim, Kaisers-
lautern, Stuttgart, Esslingen, Schiltigheim, Bischheim, Illkirch-Grafenstaden,
Freiburg i. B., Augsburg, Heidelberg, Offenbach, Feuerbach, Friederichshaide b.
Ronneburg, Eupen, Passau, and Aschaffenburg.

® Political party agitation for a federal unemployment insurance system
had begun as early as 1895.
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ponderatingly opposed to all types of public unemployment insurance.
The Association of German Employment Exchanges declared unani-
mously for compulsory insurance whose costs were to be borne by
employer, employee, state, and locality." It urged the cobrdination of
the employment service and of unemployment insurance. The Reichs-
tag passed a resolution * for careful investigation of the whole problem.
From the publication of an extensive report on the subject in 1906 to
the outbreak of the war nothing specific was done, but opinion was
turning toward federal unemployment insurance.’

During the pre-war period certain principles and policies which
profoundly modified subsequent legislation emerged from the scattered,
individual experiments. Experience with the Ghent and the inde-
pendent public unemployment systems caused increasing appreciation
of the latter. Its limitations, however, when locally administered, were
becoming obvious. The relative merits of relief and unemployment
had their advocates. Leipzig showed that offer of work was the surest
test of the involuntary character of unemployment. This city, too,
classified risks and set 8 premium upon continuity of employment
through differentiation of rates of benefit,

At the beginning of the war a sharp increase in unemployment
strained union resources and called’forth a series of public relief
measures, Shortly thereafter all energy was turned toward the conflict
and unemployment became almost negligible. Particular trades, how-
ever, experienced serious lack of work, even during the height of the
war period, and required special aid. The textile and the shoe industries
suffered. Shortage of coal during the latter half of the war limited
industrial operations, and federal assistance was required for those
thrown out of work in consequence. Aid given in these special cases
was usually not typical poor relief. Part of the burden was carried
by the employers, and rates of assistance were higher than those
granted to paupers. The partially employed received special help.

The necessities of the war led to national effort and to more wide-
spread acceptance of federal unemployment measures. This tendency
was crystallized in 1918 and was given legal foundation by the labor
section of the Weimar constitution. The post-war unemployment in-
surance program was limited almost entirely to federal measures.

The same problems that created unemployment assistance in the
pre-war period gave rise o the employment exchanges. The placement

" This stand had first been taken in 1902, .
* In 1902.
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service, like unemployment insurance, originated locally. The non-fee
exchanges were first established by those charged with administration
of the poor law. Dresden opened the first employment office in 1840.
Other cities followed shortly. Stuttgart first separated placement from
charitable aid. In 1895 this city organized an employment service
independent of poor relief. Its example was soon copied by others.
Later small local offices began to unite into city or district exchanges
with a consequent standardization of practice and more wide-spread
service. In many parts of Germany the placement service was organized
upon state-wide lines. Specialization followed codrdination and uni-
fication. Offices were opened to handle particular trades, occupations,
or industries. Administration was given over more and more to equi-
partisan committees representing employers, workers, and the publie.
In 1913, out of about 500 public exchanges in Germany, approximately
one-third were so managed.

During the last decade of the nineteenth and the first of the twentieth
century, private, non-fee employment agencies also experienced rapid
growth." Employers’ associations developed placement services to sup-
ply man-power, and to control the labor market for the occupations in
which they were interested. Those engaged in the small trades and
in handwork maintained placement offices which assumed many of
the characteristics of the old guild system. In agriculture exchanges
were organized to better working conditions and to meet the special
problems introduced by foreign, seasonal farm-labor. These various
types of employers’ exchanges were most active in 1908 and 1909.

Employment offices established by labor organizations existed side
by side with those of the employers. The greatest weakmess of their
placement service, however, lay in the fact that at the very time of
depression, when the workers applied to their exchange in the greatest
numbers, the employers did not make use of the facilities it offered.
Placement offices supported and managed by both employer and worker
were also created during this period. The brewing and printing in-
dustries were especially active in establishing joint exchanges. Various
private organizations also developed non-fee agencies as a form of
public service. The Protestant and the Roman Catholic denominations
established exchanges. The women’s organizations did the same in
ordet to facilitate the placement of women. Private fee agencies had
existed previous to these public or charitable agencies. Their activities

* For an account of the development of empioyment. exchanges in Germany
see Graack, Erdmann, Die Arbeitsvermittlung in Deutschland, 1926.
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had been carefully restricted by police regulations as early as the 1860’s.
In 1910 a federal law strictly controlling fee placement was passed.”

In spite of the establishment of these private fee and non-fee agencies,
the public exchanges grew in importance. The trend toward centraliza-
tion and specialization of services continued. In most cases organiza-
tion was local, however. Practices varied widely, and codrdination
between localities was frequently lacking. During the war the local
public exchanges were pressed into service by the federal government.

Vocational guidance, which later became linked with placement,
found its German beginnings in the early years of the twentieth cen-
tury. It originated in the women’s movement where advice concerning
opportunities, requisite qualifications, and openings was given in order
to assist women in finding positions. Shortly thereafter the skilled
trades made similar efforts, because the development of large industries
and the resulting decrease in the number of persons seeking apprentice-
ship training caused them to fear for the future. Vocational guidance
developed sporadically before the close of the war. By 1918, the major
elements of a system of aid to the unemployed, comprising benefits,
plaeement, and vocational guidance, had been established in Germany.
The two former were generally viewed as requiring national control

¥ Stellenvermittlergesetz of June 2, 1910. Reichsgesetzblatt, 860. It was so
soundly drawn that its provisions were made the basis of the orders relating
to such agencies issued for carrying out the terms of the Employment
Exchanges and Unemployment Law of 1927.
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CHAPTER II
POST-WAR EXPERIENCE

The return of six million soldiers to civil life upon the termination
of the war created a gigantic unemployment problem.! Many war
workers suddenly found themselves without work. Industry had to
pass through the reorganization consequent upon readjustment to peace-
time production. There was no program to meet the situation. Ger-
many had contemplated gradual dispersion of the army and of civilian
war workers at the conclusion of the conflict, and economic policies had
been shaped to that end. The call for immediate demobilization arising
from the outcome of the war and the terms of the Peace Treaty altered
these plans. The country was filled with soldiers and discharged war
workers, radical and without economic opportunity. Hundreds of
thousands of the soldiers had been exposed to communist propaganda,
and Germany’s very geographical nearness to Russia resulted in wide-
spread popular knowledge of events in that country. This factor, added
to the disillusionment following the war, led to a spirit of widespread
political unrest,

The situation was intensified by the reduction of territory. By
the Treaty of Versailles the area of Germany was reduced 13.05 per
cent, to say nothing of her colonial losses. The population of about
6.5 million living in the ceded areas returned in large numbers to the
Fatherland and tried to make a living there. The normal growth of
German population, it is true, had been checked during the war,
through loes of men and through decrease in the birth rate. Two mil-
lion Germans had been killed. Three-quarters of a million had died in
the hunger blockade of 1918. Three million fewer children had been
born. The shrinkage in numbers somewhat offset the migration of
people from the ceded territories. However, the proportion of men in
their prime to women and aged was appreciably decreased. The per-
centage of bandicapped adult males was augmented. All problems
incident to the redistribution of population arose.

3 Over 700,000 of these were regulars, discharged upon the reduction of the
standing army and long unaccustomed to industrial life,

13
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Out of the seething unrest of its people came the German Republic.
A new democratic constitution was written in Weimar in August, 1919.
The entire political structure was reorganized and the balance of po-
litical power shifted to the workers and ex-soldiers. Yet the revolution
was remarkably orderly, considering the changes that were wrought.
The new Republic was, naturally, sympathetic to the needs of those
out of work in consequence of the war. Financial assistance had to be
given them. Moreover, it had to be undertaken by the Reich in order
to compel lagging local authorities to meet their responsibilities and
to assist communities overburdened with the problem of relief.

It was impossible to treat returned soldiers who could not find work
as though they were recipients of alms when they were given assistance
instead of a job. To disfranchise them as paupers was unthinkable.’
Therefore Germany turned to a system of nation-wide unemployment
relief. Those receiving unemployment assistance early in 1919 are
known to have numbered more than a million a month. The govern-
ment also urged employers to codperate in meeting the problem, and
for a time it even required them to take on or to retain workers and
regulated the terms under which persons could be discharged.

After the first quarter of 1919 the employment situation improved
steadily. -The number of persons receiving unemployment assistance
declined until in 1922 it was negligible. However, during this period
Germany experienced a slowly rising inflation of the currency. This
process assumed such fantastic proportions in 1923 that occurrences
of those brief months sound like a nightmare. People rushed out of
the factory, wages in hand, to buy supplies before the mark should fall
to & new low level. Store-keepers closed their shops to keep from sell-
ing goods for money that a few hours later would be worth but a frac-
tion of its momentarily quoted value.’

Throughout inflation there was comparatively little unemployment.
During 1922 and most of 1923, wages were so low, reckoned in the
ever-falling value of the mark, that insignificant labor costs offered an
incentive to produce. Where they had foreign markets, German manu-
facturers could compete at ridiculously low prices. Even in the home
market there was brisk demand. The constantly falling value of the

? Protection from such disfranchisement was offered by the universal suffrage
clause of the Weimar constitution and by the Federal Public Welfare Law of
1924, .

* A single street car fare that in 1920 cost 20 pfennig (and in 1927 t}le_ same
in reichspfennig) -during November, 1923, rose in price from two billion to
ninety billion marks.
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mark offered people incentive to epend immediately all the money they
ocould lay hands on. The production that resulted, however, frequently
offered delusive gains. Cost accounting and calculation of profits or
losses was almost impossible because of the constantly shifting money
quotations. During the entire period of inflation the scale of unem-
ployment benefits increased but could not keep pace with the shrinking
value of the mark.

Stabilization was, in some respects, a more shattering experience than
inflation. It occurred suddenly, within a few days. Inflation had en-
couraged buying. When deflation came the people had goods but no
money. Savings were wiped out. A new class of persons utterly without
resources was created among those who had previously been holders of
considerable wealth.® The internal market for goods vanished. As a
result, many firms went bankrupt. Even those that had not over-
expanded during inflation were hard hit. Money was scarce, even in
large establishments. Unemployment increased rapidly. Among the
first persons to be laid off were the “ Nullenschreiber,” or cipher writers,
the army of clerks who had been employed solely for the purpose of
calculating wages, prices, and costs in terms of the depreciating cur-
rency. In addition, persons who had lost their savings or independent
incomes, and recipients of pensions that had become worthless with the
reorganization of the currency, attempted to find jobs, swelling the
excess labor supply.

Aas a result of the changes wrought by stabilization, about 1,500,000
persons had to be aided through unemployment assistance in the early
months of 1924. They did not represent all of those who were out
of work. Early in the year over two million were seeking jobs at the em-
ployment exchanges. One-third of the members of the trade unions
were without employment and two-fifths were working part-time. To
meet the bare necessities of living for these people required an enormous
outlay for unemployment relief just when the government was having
difficulties in adjusting its own budget to the newly stabilized cur-
rency. In consequence, Germany attempted to require employers to
give notice before laying off help, emphasized “ productive unemploy-
ment relief,” and sought a new basis for financing unemployment
assistance.

* A not unusual case’is that of a person with a quarter of a million marks
invested in the *safest securities for widows and orphans” who received
therefor, after stabilisation, one-tenth of one rentenpfennig, or 1/2,500,000 of
its original worth.
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Recovery from stabilization was fairly rapid, but other economic fac-
tors caused difficulty. The burden of reparations payments limited
government funds available for general purposes and hindered the
country’s economic revival® Foreign markets were restricted by the
high tariff barriers of other nations. Thus the disposal of many goods
was limited to the home market, just at the time when the buying power
of the population was very low. These factors added to the industrial
uncertainty and retarded the opening of new avenues of employment.
By the spring of 1924 business had recovered to an amazing degree.
From then until the early fall of 1925 conditions were good. The rate
of unemployment was comparatively low. The monthly figures of per-
sons in receipt of unemployment assistance oscillated around half a
million for nearly a year and then dropped to about 200,000 in the
summer of 1925. Then came the severe crisis of 1926, The causes of
this depression were said to be the unknown forces creating fluctuations
in the business cycle, the tardy elimination of mushroom businesses that
had sprung up during the inflation period, and * rationalization.” The
latter movement was somewhat like our scientific management. It in-
cluded technical reorganization of industry, consolidation, concentra-
tion, and an attempt at national and even international planning.

“ Rationalization ” proceeded at a rapid pace. Its onset occurred
simultaneously with the downward swing of the business cycle. It was
almost bound to increase unemployment, at least temporarily, since
it involved replacement,of men by machinery and of wasteful processes
by more efficient methods. It was, therefore, directly opposed to the
policy of dilution of labor, which is often considered the temporary
remedy for unemployment.

During the early part of 1926 the number of unemployed persons in
receipt of relief in a month exceeded 2 million. This meant one in every
thirty of the population. Two and one-half million persons sought work
at the employment exchaﬂnges.‘e More than one-fifth of the members of
the trade unions were unemployed and another fifth were working part-
time. To meet their needs the German government augmented its
program of “ productive unemployment relief,” utilized its placement
service to the utmost, distributed unemployment assistance, and began
to design a permanent program to meet the problem. The plan was

* Moulton, H. G., and McGuire, C. E., Germany’s Capacity to Pay (Publica-
tions of The Institute of Economies, Washington), 1923, pp. 246-248.

® The Institute for the Study of Trade Fluctuations (Institut fiir Konjunk-
turforschung) estimates a loss of 4 billion marks, or 1 billion dollars, in
workers’ incomes through unemployment during that year.
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shaped toward securing work for the unemployed, as far as possible,
and financial assistance for those for whom it could not provide
employment.

Recovery from the depression of 1926 was marked. Better conditions
seem to have been caused by “rationalization,” by the British coal
strike that created demand for German coal, and perhaps by the pro-
gram of “ productive unemployment relief.” To what extent these
factors caused the change it is impossible to say. At any rate, the curve
of unemployment fell. It rose sharply again during the winter of 1926-
27, but not to the peak of 1926. Then it fell to rise to unprecedented
heights in 1928-29, receding not so far the following summer, rising
each winter and dropping with the approach of spring.

The regularly recurring winter unemployment was a factor in Ger-
many’s problem throughout the entire post-war period. The trades
suffering most from seasonal unemployment were the outdoor occupa-
tions, especially building, mining, quarrying, and agriculture. In the
building trades, for example, three times as many persons customarily
applied for work at the public employment offices monthly during
December and January as during the months from April to October.
In the stone, clay, earthenware, and pottery industries, employment
declined earlier and also more rapidly. These trades began to rally
in Januery. In agriculture the peak of employment was from March
to August. At the latter date there was a decrease in the demand for
women workers, though the curve of employment of men maintained
its high level until October. While not so sharply affected by weather
conditions as these outdoor trades, indoor occupations showed some-
thing of the same seasonal variations, the most marked examples being
found in the textile and clothing industries.

The post-war tendency of industry to centralize in particular com-
munilies also influenced the rate of unemployment. A locality devoted
entirely to mining or to the making of steel, clothing, or other com-
modities suffered from lack of diversification, and its inhabitants were
dependent for their living upon the fortunes of that industry. The
too common result was paralysis of a community in the event of the
closing down of the one industry. This situation was met to some
extent by the district and national scope of the placement and the voca-
tional guidance services. Their activities were limited, however, until
1927, .

The size of Germany’s problem, during the nine post-war years, forced
her to provide a national system of relief for the unemployed. Local
and trade union schemes were unable to cope with the situation. The
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burden of relief given to vast numbers of unemployed directed attention
to methods of finding work for those¢ whose need arose from lack of a
job. Employers were called upon to cobperate by keeping their fac-
tories running; they were, for a short'time, even forbidden to shut
down ; but they could not long produce at a loss. Work, therefore, had
to be provided through state measures designed to bring men and avail-
able jobs together or to create positions for the unemployed. When this
was impossible, financial assistance had to be given.

Out of the experience of these years three types of procedure devel-
oped. The immediate and pressing financial needs of the unemployed
were met and funds were created for the purpose. Every effort was
made, however, to give people work, and, in consequence, a nation-wide
placement system grew up. When all efforts to find people emrployment
upon regular industrial enterprises failed, public works were inaugu-
rated wherever possible. The efforts to make these methods work eom-
prise the history of German post-war unemployment assistance.



CHAPTER II1
FEDERAL UNEMPLOYMENT RELIEF

The task of meeting the dire necessities of the unemployed demobil-
ized soldiers and war workers fell to the Federal Office for Economie
Demobilization. Created on November 12, 1918, to guide German eco-
nomic life into peace channels, this Office on the second day of ite
existence passed an order regulating unemployment relief.!

The order took effect immediately and was expected to remain in
force for not more than one year.’ It required the communes to grant
unemployment benefits to persons who were able and willing to work
but who were necessitous because of unemployment resulting from the
war.! Aid was to be granted only to those willing to accept any suitable
tasks assigned to them,’ even if such tasks were outside their former
trade or place of residence.’ Where no work could be found, rates of
relief were left to the discretion of the communes.® Funds for the pur-
pose were contributed by the federal government, the states, and the
municipalities.' Administration was placed in the hands of special

! Reichsgeselzblatt, p. 1305. For text of this order see Kuczynski, Robert R.,
Post-war Labor Conditions vn Germany, U. 8. Bureau of Labor Statistics,
Bulletin No. 380, pp. 148-149.

* This order and its modifications were extended from time to time, until
1924. The Federal Oflice for Economic Demobilization, however, was dis-
solved on May 1, 1919, orders governing unemployment, from that time on,
being iesued by the continuing Demobilization Commissioner and Committee.
Thense luter came under the jurisdiction of the Minister of Labor. R

* Eligibility was to be limited to persons over 14 years of age. Unemployment
relief to minors could be made cond.tional upon attendance upon school or
vocutional training courses. Women were to receive assistance only if de-
pendent for a livelihood upon their own exertions. Persons whose former
supporters had returmed bome able to work were not to be considered as
unemployed. Part-time workers were included within the scope of the order.

! Definition of suitability included the customary wage rates of the com-
munity, work that was not injurious to health, lodging that was not morally
objectionable, and, for married men, sufficient income to maintain the family.
It covered partial employment also.

* Especially could such work be recommended if it occurred in a locality
where the person had worked or had lived before the war,

* A waiting period was allowable for all except ex-soldiers, but was limited
to one week.

'In the proportion of one-half, one-third, and one-sixth respect:vely. Where
towns or districts found it difficult to pay their part, the federal government
was empowered to increase ita share of support.

10
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committees, upon ‘which employers and workers were equally repre-
sented.’

Scarcely were the orders put into operation when they required
modification.’” The discretion left the communities concerning the rates
of relief caused trouble. Workers flocked to places offering the most
generous terms of aid. To meet the situation supplementary orders to
protect these communities and to restrict relief were issued.” These
orders fixed maximum daily rates of benefit. They attempted also to
Tecognize variations in cost of living in different seétions by setting up
- four locality classifications.” Within each of the four classes rates were
set according to age and sex.” The worker was not allowed to profit
* from lack of work, however, and relief was not permitted to exceed one
and one-half times the local wage.” Additional sums were allowed to

®In case a trade union was already paying its members unemployment
benefits, it was allowed to administer the public unemployment relief granted
them. It was required, however, to give evidence of ability to conform to the
standards set by the administrative committee.

°One change enabled the former employer to distribute aid in the form
of food and lodging in cases where board had previously constituted part of
the wages. The town was then to reimburse the employer at a rate to be
fixed in advance. Another order more strictly defined relief allowable to the
partially unemployed. If 70 per cent of their weekly earnings did not equal
the sum granted for total unemployment, they were-to be assisted. Wages
and relief combined, however, were not to exceed regular, full-time earnings.
A further modification perrmtted maintenance of the unemployed person’s

" membership in the health insurance fund or speclal care for him in case of
sickness.

® They set a maximum of four weeks to relief granted by a distriet or town
to which a person had moved during or after the war. The rule was to apply
irrespective of opportunity for work. More rigid stipulations were made
covering refusal of work.

" Based upon groupings already ‘established for granting housing allow-
ances to government employees. Péople in Class A received the highest, and
those in Class D the lowest, rates.

2 The maximum daily rates of unemployment relief which were fixed by the
order of January 15, 1919, are given below, in marks, according to locality
of residence (Reichsgesetzblatt, p 82):

Sex and Age of Beneficiary A B C D
Males: :
Over 21 ... .eiiiiiiiiieiatronaasannnanen 600 500 400 350
Over 16, through 21....................e, 425 350 300 250
Over 14, through 16.........cccvvnevnnne. 250 225 200 1.75
Females:
Over 21 ......ocvvnnnnns raaseseresaerenen 3.50 3.00 2.50 225
Over 16, through 21.......cc0vivvieenen.. 250 225 200 1.75
Over 14, through 16........c.ccivevvnaens 2.00 1.75 175 1.50

B 1t was to be calculated on the basis of a six-day week only.
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persons with family dependents.” Other orders were later issued with
great frequency.”

The increase of unemployment in the winter of 1919-20 shifted em-
phasis from relief to provision of work. Regulations limiting the hiring
and discharge of workers were issued to employers. Unemployment
caused by strike or lockout was specifically excluded from assistance.
*“ Productive unemployment relief ” was introduced and emphasized.
The relief committees for the unemployed were required to codperate
with the employmént exchanges in order to facilitate the finding of
positions for recipients of aid,” and rates were somewhat increased.”
The changes, however, did not meet the threefold advance in cost of
living that had occurred within the year.

Further orders issued in January of 1920 empowered the localities
to provide a special additional winter relief to the unemployed.”

% The order of January 15, 1919, fixed maximum daily supplementary family
unemployment allowances, in marks, as follows (Reichsgesetzblatt, p. 82):

Persons for Whom Granted A B C D
Wife oouoiiiiiiiiiiiniiiiacensascssssasaans 150 150 125 1.00
OChild or other dependent................... 100 100 100 a5

® A person offered employment in another locality was given free transporta-
tion there as part of unemployment assistance. If necessary, money to move
his family and household goods was given him, but the grant was not to
exceed the cost of railway transportation to the new place of residence.
Family dependents were more strictly defined than in the earlier order.
Further attempt was made to prevent unemployed persons from flocking to
the localities offering the most generous assistance. Transient unemployed
workers after four weeks of aid were required to return to the place where
they had lived before the outbreak of the war, and that locality was obliged
to assist them. However, in case a person had established a household in the
new place he was allowed to remain. If people could get along on less than
the usual grant, partial assistance was given. In districts where the unem-
ployed suffered from marked discrepancy between the cost of living and the
relief rates, the authorities were permitted to increase the assistance up to but
oot beyond the amount granted to persons in Class A localities.

* Only persons over 16 years of age were considered unemployed. Necessitous
oondition was more clearly defined. Contributions received by the unem-
ployed from funds other than unemployment relief or as a result of their
own f{oresight were to be ealculated at two-thirds of their amount in deter-
mining necessity. Income from savings, however, was to be reckoned at full
value. Reciprocity was granted nationals of other lands which included
German citizens in their provision for unemployment donations.

" For all except men over 21, who had previously been the most favored.
Additional family allowances were raised slightly, but such allowances plus
unemployment donations were not permitted to exceed two and one-half
times the amount receivable by the unemployed person alone.

® It was restricted to those over 18 years of age who had been out of work
for at least 60 days between November 1, 1919, and March 31, 1920. Granted
specifically to persons in locality classes A and B, it could be extended to
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In the &pring of 1920 new rules were passed, one limiting receipt
of relief to 26 weeks. If “ unreasonable hardship ” followed withdrawal
of aid, however, assistance could be extended another six months.™®

The succession of orders arose from the pressure of the needs of
the unemployed and from the government’s financial incapacity to
meet the situation. Benefits were low and limitations upon receipt of
relief were set as rigidly as possible. Yet the force of necessity served
continually to push the rates upward. Thought s was turning toward a
system of insurance.

- In May, 1920, the Ministry of Labor, upon request, drew up a new
plan for unemployment assistance. The scheme proposed embodied
insurance rather than relief principles. Benefits varying according to
locality classification, age, and sex were proposed. Administration was
to be local. The scope was to be nearly identical with that of the health
insurance law.” Seasonal workers were to receive different treatment
from .other laborers. Funds were to be secured in a different manner
from existing practice. One-third of the sum needed was to be con-
tributed by employers, one-third by workers, and one-sixth each by
the federal government and. the local political units.* The proposed
scheme was never adopted, however. The unemployed continued to be
cared for by orders issued by the Commissioner for Economic De-
mobilization.” The slow inflation of the currency caused constant re-
vision of the rates, but assistance was meagre.

those in the two lower groupings. The total additional monthly amount, to be
paid once a month, was permitted to equal four times the sum allowable for
one day.

These same orders more carefully restricted those to be considered de-
pendents. Persons needed to carry on the affairs of the household were
included. Persons, irrespective of age, who, previous to the wave of unem-
ployment, had been supported by the member of the family claiming out-of-
work benefit, were to be classed as dependent and not to be aided separately.
This measure was taken because additional grants for dependents were less
than benefits to the unemployed. The status of the separated wife and
children and of illegitimate, step, and adopted children was more clearly
set forth.

® An attempt was again made to define more clearly ability and willingness
to work in order to avoid impostures. Contributions received by the unem-
ployed from funds other than unemployment relief or as a result of their
own fores1ght were to be calculated at one-half rather than at two-thirds their
value in determination of necessitous condition. Rates of relief were again
raised.

® See footnote 26, on pp. 23, 25.

# Provision was made for bulldmg up a reserve and for a federal equaliza-
tion fund to assist localities suffering from particularly severe unemployment.
Calculation of rates of contribution necessary to assure such a project was
made.

* See footnote 2, p. 19.
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L Tarx DirricciTiEs oF THE INFPLATION PERIOD

The rapid inflation of the currency in 1923 resulted in a procession
of orders raising the rates of unemployment benefits. However, they
never sufficed to meet the rapidly increasing cost of living. It became
necessary to simplify procedure, if assistance was not to lag too far
behind barest needs. The Minister of Labor was empowered to set new
rates.” Still it was utterly impossible to maintain unemployment relief
rates that were adequate to meet the bare necessities of life. The rates
actually granted during this period, as shown in the table on page 24,
rose from a maximum of 600 marks daily to the adult male in the
highest locality class, a sum just 100 times as great as the allowance
made on January 15, 1919 to 780,000,000,000 marks daily on Decem-
ber 10, 1923.® On December 10, 1923, the four localities were further
subdivided into three districts each, so that twelve different ratings
resulted.

The number of unemployed persons during the height of the inflation
period was comparatively slight. The strain on the public budget,
however, of payment of the gigantic sums required for modest relief
for even these few people was almost unbearable. By the fall of 1923
the number of persons out of work mounted rapidly. It remained high
far into 1924. The overwhelming volume of unemployment in the last
quarter of 1923 compelled the maintenance of out-of-work benefits
to be shifted to employers and workers. Since the employment ex-
changes were intimately concerned they also received support from the
same sources. An order was, therefore, issued, by virtue of the Emer-
gency Powers Act of October, 1923," covering employees who were
compulsorily insured in the federal health insurance system or in a
mipers’ sickness fund.” They and their employers were required to

® In consultation with the Minister of Finance and with the approval of the
Reichstag.

® How inadequate even these fantastic sums were to meet the needs of
subsistence during the height of the inflation period may be appreciated by
reference to the table on cost of living in Berlin at this time, given in
Kucsynski, Robert R, Post-war Living Conditions in Germany, pp. 155-156.
Prices in the city, to be sure, were probably higher than in the smaller towns
and in the country.

® Reichagesetsblatt I, pp. 943, 984.

® Hesalth insurance is the oldest form of German social insurance. It was
first established by law in 1883. Today the national administration of health
insurance represents a fusion of five different earlier forms, established
according to locality or industrial classification. Into the national fund the
miners’ sickness insurance, formerly organized along state lines, has been
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RarIp INCREASE IN UNEMPLOYMENT RELIEF RATES, JANUARY 15, 1919

NoOVEMBER 8, 1926 »

(In marks)
. Range of Dail
BPe}'iosi gﬁ:ﬁaﬁfﬂﬂg I\I}I':}:: Period Ratgse Granteg
eginning . ey Beginning Adult Males
in Localities ® in Localities
D to A D to A
1919: Jan, 15 3.50— 6.00 | 1923: Oct. 29 16.84— 21
1920: Apr. 30 5.00— ¢ 8.00 Nov. § 108¢ — 135
Nov. 1 7.00— 10.00 Nov. 12 3304 — 420
1921: Aug. 1 8.25— 12.00 Nov. 19 6304 — 780
Dec. 5§ 11.25— 15.00 Dec. 10
1922: Feb. 13 12.50— 18.50 District I 490¢ — 610
Aug. 14 18.75— 28.00 District II | 5504 — 700
Nov. 20 100 — 140 District III | 6304 — 780
Dec. 25 256 — 360 1924: May
1923: Jan. 15 425 — 600 District I 0.60~—0.75
Jan, 29 510 — 720 District 11 0.66— .84
Feb. 12 1,200 — 1,500 District III| 0.72— .90
Apr. 16 1,950 — 2,400 Aug. 11
May 14 2,600 — 3,200 District I 0.72— .90
June 4 3,950 — 5,000 District II 0.79—1.00
June 25 7,100 — 9,000 District II1 0.86—1.10
July 9 12,800 — 16,200 Deec. 15 -
July 18| 16100 — 20,000 District I 0.79—1.00
July 30 27,000 — 33,000 District II 0.91—1.15
Aug. 6| 72,000 — 90,000 District I1I 1.01—1.25
Aug. 8| 180,000 — 225000 | 1925: Feb. 9
Aug. 15| 530,000 — 650,000 District I 0.91—-1.15
Aug. 22] 820,000 —1,000,000 District IT 1.08—1.35
Aug. 29 1,290,000 -—1,570,000 - District II1 1.15—1.45
Sept. 5 2,000, —2,450,000 Dec. 14
Sept. 12 6,000,000 —7,500,000 District 1 1.11—-1.38
Sept. 19 170 — 21.5 District II 1.32 1.62
Sept. 26 33 — 42 District III 1.41—1.74
Qct. 3 . 488 — 60 1926: Nov. 8
Qct. 10 135¢ — 165 *  District I 1.28 175
Oct. 15 960° — 1,200 District IT 1.562—2.05
Oct. 22 8.49— 10.5 District II1 1.62—2.20

s Reichsarbeitsblalt, February, 1919-November, 1923.
b Rates granted to single persons only are given. Toward the end of the inflation
period sex distinction in grant of aid was abandoned. Additional sums allotted for
family dependents showed a rate of change corresponding to that of standard

benefits.
¢ Millions.
d Billions.

e At this time the rentenmark was introduced at the pre-war value of the mark -
and the currency has since remained practically stable. :
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contribute equally to unemployment relief funds.” The amount so
secured was designed to cover four-fifths of the cost of maintaining
unemployment relief and the public employment exchanges. The
remaining fifth was to be provided by the localities. In cases of par-
ticular need, arising from an unusually large amount of unemployment,
the federal government and the states were to make supplementary
grants.® Ae far as possible receipt of aid was to be conditional upon
performance of work. . .

These orders altered the entire basis of support of the scheme of
unemployment assistance. The federal government and the states were
relieved of the financial burden except for cases of emergency.” The
employment exchanges were included in the operating expenses of the
system. Control of unemployment relief began to shift from the local
government to the exchanges. The trend toward functional rather than
geographical administration was facilitated by the provision em-
powering towns to unite to form joint risks associations. Finally,

incorporated only since 1923. The seamen’s separate system has been included
only since 1927. The local or industrial groups still collect the compulsory
contributions and pay the benefits.

Following health insurance, accident insurance was established in the
years 1884 to 1887. Invalidity and old age insurance came in 1889, A special
organisation to administer invalidity and old age insurance for salaried
employees was created in 1911. Between 1883 and 1911 details of the system
of social insurance were perfected and a codification of the laws and rules
was enacted into the Social Insurance Law of 1911. The four types of
insurance, however, remuined separate.

In all of these forms of insurance the aim is twofold. Benefits are paid.
Measures are also promoted to prevent or terminate the situation creating
need for insurance. The problem is not viewed from the standpoint of the
insured worker alone. His wife and children also receive aid by virtue of
his payments into the fund. For example, maternity care is provided for
wives of insured members as well as for women workers who belong to the
fund. The public health and the safety movements are promoted by the
insurance systems. Major emphasis in all German social insurance is laid
upon prevention. .

" The sums to be paid were to be fixed for a locality by the executive
committee of the public employment exchange for that area. They were
to be set as a fraction, not to exceed 20 per cent, of the health insurance levy.
They were to be collected as & supplement to the health insurance payments
and at the same time.

" By unanimous consent of the villages or towns, the arcas of two or more
public employment exchanges were to be permitted to combine to form
joint risk amsociations for the provision of funds. The chairman of the
public employment exchange was given power to decide concerning applica-
tions for benefit.

® These emergencies continued, however, throughout 1923 and 1924 and
required fairly heavy contributions.
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the requirement timt,"so far as possible, receipt of aid be conditional
upon performance of work focused attention upon the program of
public works.

I1. STABILIZATION AND THE ORDERS OF 1924

With stabilization came a codification of previous rules and amend-
ments in the orders of February 16, 1924. Employers and workers were
required to pay eight-ninths of the cost of unemployment relief and
two-thirds of the charges for maintenance of the employment ex-
changes.” Contributions were to be scaled in proportion to wages.”
They were not, however, to exceed 3 per cent of the wages, except by
special order of the Minister of Labor. Payments were to be made
through the health insurance funds, and were to be forwarded im-
mediately to the administrative committee of the state labor ex-
changes. The remaining outlay for unemployment relief and for the
exchanges was to be borne by the local governments. If expenditures
for unemployment relief exceeded the maximum contributions exacted
from employers, workers, and localities for two weeks, the federal
government and the states were to render financial aid.

The conditions for receipt of aid remained practically the same as
before. However, only those who had been employed three months
within the previous twelve were eligible to benefits.” Also the extension
of benefits beyond 26 weeks to prevent “ unreasonable hardship ” was
reduced to three months.

The compulsory contributions were opposed by employers and
workers since relief was granted only to those in necessitous condition.
Payment of contributions entitled the worker to no legal claim upon
the fund. Moreover, when he received such aid its amount bore no
relation to his payments, except in so far as the local cost-of-living
classification corresponded to local differences in wage rates.” Dissatis-

» Rather than four-fifths of both, as provided by the orders of October, 1923,

# Rather than in relation to payments to the health insurance fund, as
provided by the orders of October, 1923. °

® This clause was inserted as a transition measure looking toward a future
unemployment insurance law.

= Agricultural workers, for example, who were for the most part exempt
from obligation of payment to the insurance fund, were, under certain
circumstances, entitled to relief. On the other hand, juveniles under 16 and
persons not necessitous when unemployed received no aid, though they had
been required to make regular payments to the fund while working. Also
individuals in the same age, sex, and locality classification received the same
scale of benefits when unemployed, though their previous contributions, based
‘upon wages, might have been markedly different.
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faction, too, increased over the attempts to define necessitous condition.
Insufficient attention was given to the partially employed worker.

Administrative difficulties also arose. Special prominence and power
were given to the state labor exchanges. In consequence a problem
whose national extent was recognized was left to the non-uniform,
decentralized methods of state control. The local employment ex-
changes were limited in their powers of supervision and control. At
the same time the jurisdictions of the Reich and the states overlapped.
It was difficult to build up a federal fund to meet emergencies or to
work out a federal program. The decree was frankly recognized as a
transition expedient, effected by the financial conditions resulting from
inflation.”

Further modifying orders were passed from time to time," especially
during the severe unemployment crisis of 1926.* In November of that
year a special form of aid, called emergency unemployment allowances,
was created. It extended out-of-work benefits beyond the 52 weeks for
which unemployment relief had been granted by executive orders.” The
cost of the emergency allowances was not to be assumed by the regular

* 1t did, however, eliminate the need for the continuing Committee on
Demobilisation. The work of that Committee was incorporated into the
machinery for enforcement of the new orders on March 25, 1924.

* Rates of relief were several times raised. An executive decree of April 25,
1924, permitted unemployment allowances to those out of work to be paid
partly or wholly in kind. An order of November 14, 1924, enumerated
occupations exempted from compulsory contributions. Agricultural workers
whose wages were regularly supplemented by the tilling of a certain amount of
land for their own profit, fishermen on a profit-sharing system, and workers
employed on a contract of at least two years’ duration, had previously been
exempted, To this list were added domestic servants and apprentices with
written econtracts extending for two years. Exemption from contributions
did not entirely exclude workers from receipt of unemployment relief, how-
ever, any more than payment of compulsory contributions gave anyone legal
claim to amsistance. Necessitous circumstances arising from unemployment
due to war causes remained the test. Another order required the communes
to pay s certain proportion of the contributions they received into a federal
equalization fund. This was to be used as a reserve for business depression
or a subsidy to localities that were burdened because of especially bad condi-
tions of employment. The reserve was expected to provide for payment of
unemployment donations to 400,000 persons for a_period of three months.

® By order of March 1, 1926, the partially employed worker was to receive
one, two, or three days’ unemployment allowance for weeks in which he lost
three, four, or five days of work, respectively. An order of October, 1926,
extended the maximum period of poesible receipt of unemployment relief
from 39 to 52 weeks.

* Buch extension of aid was to be valid only until March 31, 1927, though it
was later extended.
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funds but by the federal government and the communes in the propor-
tion of three to one, respectively.

The widely varying interpretations of proof of necessitous condition
gave rise to an attempt to unify the differing practices of local authori-
ties. Such a program, however, demanded fundamental changes in the
entire scheme of unemployment relief. Definition of types of income
to be taken into consideration in determination of necessitous condition
was attempted but was unsatisfactory. The troublesome matter of
classification of dependents and of rules for their treatment was slightly
remedied. Dependents, as defined by the unemployment relief pro-
visions, often left home in order to escape the rules that included them
in calculation of the family allowance. Family discord frequently arose
over interpretations of dependence. The causes of friction were not
removed by the new orders. The decree also sought unsuccessfully to
meet the problems of those whose long continued unemployment had
resulted in lapse of claim to other forms of social insurance.

ITI. LookiNg TowARrD A NEW Law

All these difficulties caused a request that the Ministry of Labor draft
a comprehensive and adequate measure for unemployment relief. The
task was turned over to experts in the Ministry which had been working
on the problem since 1919. A group of these experts in preparation for
their task, went to England to make an intensive, six months’ study
of unemployment insurance there.' Then they drafted a preliminary
bill. It was submitted to the representative body of the German states
(Reichsrat), the Federal Economic Council (Reichswirtschaftsrat),
and the Parliament (Reichstag). Each of these bodies sent the bill
back ‘to the Ministry of Labor with suggested alterations. The first
plan was re-drafted many times, so that the final form represented con-
siderable modification from the one first submitted. ' '

The issues to be settled in working out a more or less permanent and
stable form of unemployment assistance concerned the question of in-
surance versus relief, the financial plan for support of the system and
for payment of benefits, the type of administration, and the relation-
ship to the employment exchanges. As to the first issue, that of in-
surance versus relief, public opinion had long favored the former. Only
the necessities of the post-inflation- period had prevented its earlier
adoption.™ It was also generally taken for granted that the burden of

®1t was almost unmiversally accepted, too, that compulsory, nation-wide
insurance should be endorsed rather than the Ghent system.



FEDERAL UNEMPLOYMENT RELIEF 29

support of the system should rest wholly with employers and workers
and that payments should be scaled according to wage rates.

It was much more difficult to decide upon the amounts and the meth-
ods of payment. Two plans were proposed: (a) a flat rate based on
cost of living and following the existing scheme of locality classifica-
tion; and (b) benefits proportional to wages received immediately
prior to unemployment. The former method had the force of experience
behind it, having been in vogue since the inauguration of federal mea-
sures. Also it was the English plan. The latter, however, was generally
recognized as superior for a genuine scheme of insurance. Neverthe-
less, weighty arguments were advanced against the wages classification
method. Some people thought that it would greatly increase expendi-
tures. Opposing employers said that it would deduct-so much from
wages as to destroy incentive to work. Certain government officials
expressed the misgiving that too great burdens would be laid upon the
public budget. Dissenting labor groups, on the other hand, feared
reduction of benefits to many of the lower paid workers. Statistical
evidence on the matter was entirely lacking. Everyone agreed that a
wage classification system, if adopted, must be drawn with exceeding
care.

An investigation was therefore made of those who were actually in
receipt of relief on July 2, 1926.® Of the 1,594,300 persons giving
information, 1,276,319, or 80 per cent, were men; and 317,981, or
20 per cent, were women. Of the former, 45 per cent were without
dependents, Eighty-nine per cent of the women had no additional
family allowances.”

Of these 1,694,300 people, nearly one person in twenty had been
earning less than twelve marks (about $3.00) a week. About 13 per
cent had been receiving less than $4.50 weekly. Over 60 per cent had
been paid less than $9.00 a week. Indeed, almost two-thirds of the
women had been getting less than $6.00 a week. During the periods of
unemployment these people had been receiving unemployment dona-
tions amounting to as little as $1.65 weekly in some localities. The
most favorable rate to a single adult was $2.60. The additional allow-

® The investigation sought to ascertain the amounts of benefits received by
all individuals drawing unemployment relief on that day and also their
wages received just previous to loss of the job. Of the 1,740,754 recipients of
unemployment relief on that day, statistically usable reports were secured from
1,564 300.

® Erste Ergebnisse der Erhebung in der Erwerbslosenfiirsorge vom 2 Juli, 1926.
Beilage sum No. 40, Reichsarbeitsblatt, 1926, p. 3.
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ances granted for wife and other dependents together ranged from $0.99
to $1.50 weekly. It is evident from these figures that unemployment
donations were often far below wages. As many as 31 per cent of these
people had been receiving in unemployment relief an amount equal
to less than' 30 per cent of their former earnings. Sixty-one per cent
were getting between 30 and Y0 per cent of their previous wages. Less
than 4 per cent received between 70 and 90 per cent of what they had
been earning. Only 2.83 per cent got something nearly equal to their
former remuneration. Of this 2.83 per cent, over three-fourths had
been paid wages of less than $3.00 a week. The larger benefits in propor-
tion to previous wages were mostly received by the lower wage groups.
Calculations showed that if recipients for relief on that day had
received assistance based upon wage rates instead of minimum necessi-
ties of living, about 75 per cent of the men. and 35 per cent of the
women would have profited by the change, while 22 per cent of the men
and 64 per cent of the women would have received less than they were
getting. The better paid two-thirds of the recipients of relief would
have found relief based upon wage rates to their advantage, while the
lowest third would have been worse off. It was also estimated that the
expenses of administration of a system based upon wage rates would
be about 9 per cent greater than under the existing method.”

However, since the locality classification system could not conform
to the methods of a strict insurance system, it had to be abandoned in
the change from relief to insurance. The advantages which it gave to
the more poorly paid workers. offered no argument for its retention.
The real remedy for their problems lay in better wages. The unem-
ployment insurance system was not expected to offset all the ills of in-
dustrial life.

From the angle of administration of unemployment insurance the
question arose as to its relationship to the system of social insurance
and to the employment exchange. The plan presented in the pre-

“ The study had certain limitations. The inquiry took place in the middle
of summer, when the more poorly paid agricultural workers were practically
all at work. Also, since those unemployed on that date had been idle from
one to 39 weeks or even longer, their last weekly wage had not been earned
during the same time. Possible difference in wage rates arising from more or
less favorable conditions in industry may have appeared, especially since 1925
had been a period of good business, while 1926 had witnessed extreme
depression. Finally, the people investigated were receiving aid because of
necessitous condition. Their number, therefore, quite possibly contained
more poorly paid workers than would be found in a strict unemployment
insurance system.
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liminary draft provided that each state should conduct its unemploy-
ment insurance separately. Somewhat like the health insurance
scheme,” the state unemployment insurance funds were to be inde-
pendent, self-administering units. A reserve, however, had to be pro-
vided for localities which suffered from such severe unemployment
that they could not meet their insurance obligations, and for periods
of protracted business depression. For this purpose a federal equaliza-
tion fund was suggested. To it state funds were to be required to
contribute. The unemployment insurance authorities were expected to
codperate with the employment exchange, which was to be organized
under a supervisory federal bureau.

The plan proposed did not meet the approval of the advisory and
law-making bodies. The system was too decentralized. The federal
equalization fund was considered clumsy. The relationship with the
employment exchanges was inadequate. When re-drafted,” the bill
corrected these features, bringing forth an entirely new plan of ad-
minijstration. After six months of discussion and sharp political debate,
the Employment Exchanges and Unemployment Insurance Law was
passed by an overwhelming majority on July 16, 1927. It received
356 favorable votes out of the total of 419. The orders of 1918 had
received 18 amendments and had been reénacted with modifications
four times in the process of writing the law of 1927.

* For explanation sce footnote 26, on pp. 23, 25.
* The firat draft was laid before the Reichstag on December 16, 1926.



CHAPTER IV
PRODUCTIVE UNEMPLOYMENT RELIEF WORKS

Contemporaneously with its post-war efforts to provide relief for
the unemployed, Germany developed a program of public works. The
policy of “ productive unemployment relief ” was first set forth in 1919.
At.that time unemployment assistance, wherever possible, was made
conditional upon performance of work. A job paying wages was offered
in place of monetary assistance. All unproductive aid was to be super-
seded by measures which were “ productive ¥ because they gave employ-
ment and because they were of economic value to the community. The’
worker was treated as though he were hired under terms of free con-
tract. His wage was fixed according to the rate prevailing in the com-
munity. This policy created difficulty, however, and in January of
1920 the Minister of Labor was given the right to decide what rate
should be adopted in disputed cases.

No acceptable calculation of the extent of productive unemployment
relief in Germany is available. Estimates of expenditures, in terms
of the rapidly depreciating carrency, from the time of the organization
of the Federal Office for Economic Demobilization to the end of
October, 1921, place the sum at 850,000,000 marks." Approximately
890,000 individuals who would otherwise have been given relief were
set to work. They represented nearly three-fifths of the assisted un-
employed. Their work lasted usually four or five months. The sum of
850,000,000 marks was provided in the rough proportion of one-half
by the federal government, one-third by the states, and one-sixth by
the communes. When inflation, in 1922 and 1923, assumed fantastie
proportions, the public treasuries were unable to continue to provide
support for productive relief works."

! Berger, Ernst, “Die produktiv Erwerbslosenfiirsorge und die kommende
Arbeitslosenversicherung,” Reichsarbeitsblatt, 1921, Nichtamtlicher Teil, pp.
1190-1192. .

*In spite of the liquidation of their debts through inflation, the local, state,
and national treasuries encountered serious difficulties. Their money on hand
depreciated. Taxes assessed at the beginning of the year were later of small
value when paid in quarterly instalments. One of the reasons given for
pouring money into public works during 1920 and 1921 was that the money
would better be spent before it depreciated in value. By 1922 it had already
done so.

32
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I. PuBrLic WoRks

Unemployment rose at the end of 1923 until nearly a million per-
sons received benefit in November, and one and one-half millions in
December. On November 17, federal loans or subsidies were authorized
for public, mixed public and private, and private relief works. The aim
was to increase the national output of foodstuffs, raw materials, or
commodities essential to further production. Enterprises were selected
that required a large expenditure for labor costs and a small outlay
for materials, Preference was to be given those that promoted better
distribution of labor and the creation of fresh opportunities for work.’

Loans or subsidies were to be granted for large and small scale relief
works. To the latter, loans equal to the amourts which the workers em-
ployéd would otherwise receive as unemployment donations were per-
missible. If there was evidence of dismissal of workers in order to ob-
tain sums from the unemployment relief funds, grants were withheld.’

Public funds were made available for large scale relief works when
at least 2,000 days of employment were provided. Such loans were
limited to communities where recipients of unemployment benefits
numbered at least 20 per thousand inhabitants. Not until a person
had been granted unemployment assistance for at least a fortnight
could he be employed. Grants were to be based upon the amount of
unemployment benefits previously paid the workers." Only in excep-
tional cases could they exceed twice the amount of the benefits.*

* They were particularly favored if they encournged the transfer of labor
fromn large towns to small ones or to the country. Private enterprises which
were not carried oa for profit could be subsidized. Public bodies, as a rule,
were not expected to administer the undertakings, but were to see that the
profits of the contractor to whom they were let were kept to an indispensable
minimum. Contracts were to be advertised at public tender and not let out
privately. Grants for relief work were usually to be made for periods not to
exceed six months,

*An example is that of & town needing to build a road, able to do eo,
and appropriating funds for the purpose. Later, if this town dismissed the
workers constructing the road, in order to receive grants from federal and
state funds, renewal of the work did not entitle the town to a loan or subsidy
{or productive unemployment relief.

* Without consideration of & bonus which the person so employed might
receive.

*Then they might be raised to two and one-half times that sum. Subsidies,
for which repayment was not required, were only to be made when relief
works could not be financed otherwise, and when even a loan offered insufficient
incentive to undertake public works. Grants were not to be made to private
enterprises from which a profit was to be expected, unless the government was
guaranteed an adequate share in such profits. Loans were to be repaid with
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The employment. of persons upon productive relief works was care-
fully regulated. Workers could be engaged only through the public
employment exchanges.” A person who refused employment, or per-
formed his task in a manner equivalent to refusal, forfeited his benefits.
When the work was offered at a distance from the place of residence,
unattached persons were, if possible, to be selected to perform it, in
order to leave opportunities of employment near home for those with
families. Persons could be employed in short shifts, if the work per-
mitted. This policy was not to be resorted to if the relief works were
distant from the -worker’s residence.’

The method of wage setting was modified in the orders of November,
1923. Employment upon public works was treated as a form of relief.
The recipient was expected to work in exchange for assistance. Rates of
payment were reduced. The unemployed person, however, did not-
view the matter in the same light. Only when he received a bonus would
he remain on the job or do good work, with the result that his pay had
to be raised above the relief rate.” After stabilization, grants to relief
works were more systematic than was possible during the uncertain
period of inflation.”

interest within ten years. When the benefit payable to persons employed on
relief works was also defrayed from the loan, the amount saved on unemploy-
ment benefit could be deducted from interest. Additional grants could be
made to relief works which increased production when repayment of the loan
was guaranteed, and when the enterprise promised to make a profit in the
future. The rules prescribed procedure for securing loans or subsidies, rendering’
accounts at regular intervals, and repayment with interest.

* They must have been in receipt of unemployment assistance for at least a
fortnight. Persons out of work for a long period of time were to be given
preference. Whenever regular work. could be found the individual engaged
upon relief works was to be recalled by the employment exchange. Due
notice, however, was to be given the manager of the relief works. In rare
cases when a man’s special or technical ability made him so invaluable to the
relief works that his recall would seriously handicap the enterprise, this fact
was taken into consideration.

® When short daily shifts were impracticable, work was to be spread over as
many persons as possible by engaging them for short periods of time. Thirty-
six working days were to constitute normal duration of employment under
such circumstances.

® Maximum wages were fixed, however, to avoid attracting persons otherwise
employed. Persons engaged on relief works were insured against hazards in
the same way as those hired under private contract. Works councils were
prohibited. A maximum period of employment upon relief works was fixed
at three months within a year. This could be extended to six months in
exceptional cases.

*The orders of 1923 were practically embodied in the unemployment relief
code of 1924. Particular emphasis was laid upon the requirement that work
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Regulations embodying important modifications and recodification
were again issued on April 30, 1925." These orders substituted for
small and large scale relief works two other classifications, respectively
termed Grundforderung and verstirkte Forderung. In the former case
grants, usually non-repayable, were to be made out of unemployment
assistance funds, that is, out of means provided from the joint con-
tributions of employers and workers. In the latter, the grants were
made from equal contributions of the federal government and the
state in which the relief works were conducted.” -

These orders once more modified the terms of payment to persons
employed upon public works. They sought again more nearly fo ap-
proach conditions of free contract, though not going so far as the
provisions of 1919. The result was a mixture of employment and
relief, which was not entirely satisfactory. Employment on public
works was still considered a form of aid, but remuneration was set
according to local wages. A maximum rate was fixed, however, and
a person was not allowed to earn more than he would in regular
employment.”

Aid to the extent of 19,750,000 gold marks, or nearly five million
dollars, was granted from the unemployment assistance funds for relief
works between July 1, 192}, and January 81, 1926 Four-fifths of the
sum was spent in the year July 1, 1924, to June 30, 1925.” Favorable
labor conditions during 1925 reduced the requirement to a little over
two million rentenmarks for the ensuing seven. months,

Toward the end of 1925 severe unemployment set in. The crisis
forced the government to call into extraordinary use its early post-war

must be of public utility and that it should not be physically harmful to the
person engaged upon it. Impetus was given to the search for further types
of enterprises that could be successfully conducted. ‘

® Reichsgesetzblatt, 1. 127. Reichsarbeitsblatt, 1. 177,

*The money was usually to be advanced as a loan, and was only to b=
available when the unemployment situation made relief works an urgent
necessity. Funds were allowable only upon sanction of the state, or of the
federal authorities. Adequate security was required. The rate of interest was
to be determined by the chairman of the employment exchange snd an
administrative committee. Systematic repayment of the loan was required.

* Persons utterly unaccustomed to the task, who could reach the level of
ordinary performance only ufter three months of experience, could be retained
:’ong_er than 13 weeks, if the employer could not otherwise secure efficient pro-

uction.

. “Entwur| eines Gesetzes iiber Arbeitslosenversicherung. Reichstag, IIL.
1924-27. Drucksache. No. 2885, pp. 150-153.
® The amount spent was 17,650,000 gold marks, or a little over $4,000,000.00.



36 GERMAN UNEMPLOYMENT INSURANCE

powers of creating opportunities of employment. At the beginning
of the year it started- an extended program of relief works. Before
‘gpring arrived events demanded still further expansion.

Early in 1926 the governmeni granted from the Treasury 100,-
000,000 marks to the railways, in order to increase opportunities for
work.® Later an additional 53,313,000 marks were appropriated to
complete certain railway lines the construction of which had been
started before the war. The postal service, likewise, received 300;-
000,000 marks for needed improvements. To this sum was added 20,-
000,000 more, to be used for the express purpose of offering employ-
meént to those out of work. Both of these services had seriously de-
teriorated during the war and the period of inflation. In consequence,
they offered an opportunity for a large program of public works.” The
result of the subsidies was a marked increase of activity in the metal
and machine industries.

The government also appropriated 12,350,000 marks for canals and
waterways. It further loaned the states 200,000,000 marks on short-
time credit to be used to build dwelling houses to meet the serious
housing shortage which existed throughout Germany. In addition,
30,000,000 marks were granted to erect homes for agricultural laborers.
This was done in order to attract German workers to the farms and
to cut down the immigration of alien agricultural workers, who were
willing to live under conditions that Germans would not accept.”

Difficulty arose in constructing waterways because the program
required interstate cooperation. The money appropriated for building

*0Of this amount, 30,000,000 were to be spent in increase of trackage;
35,000,000 for round houses; 15,000,000 for tools, equipment, safety -devices,
including brakes and electric signals, and depots; and 20,000,000, to be
matched by a similar amount from. the city, were to go toward the electnﬂca-
tion of the Berlin railways. )

¥ The official estimates for the railways show that about three-fourths of the
trackage program was carried out in 1926, two-thirds of that for round houses,
one-third of the program for safety devices, depots, etc., and about 17,000,000
marks for the electrification of the Berlin railways. Of the additional grant of
53,000,000 marks, about 4,500,000 were utilized during that year. Practically
all of the money appropriated for the postal service was used.

3 About 30,000 such dwellings were built under the program, calling for
verstirkte Forderung, between 1921 and the end of 1925. The plan decided
upon in 1926 called for an appropriation of 75,000,000 marks for a three-year
building program, designed to erect about 10,000 homes during that period.
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dwelling houses was practically all used and caused increased activity
in the building trades.” The same was true of the construction of homes
for agricultural workers.”

In addition to this money, the Reichstag appropriated 100,000,000
marks early in 1926 for verstirkte Forderung. The states were required
to match the sum. At first funds were divided pro rata among the
states. Then, as a result of a questionnaire sent out in the spring, a
second appropriation of 100,000,000 marks was made. This fund was
to be used for granta to special states where recipients of unemployment
aid exceeded 2 per cent of the population. A further allotment was
made to Prussia. The official list of grants to public works made by
the German government during 1926 reached the imposing sums
shown in the following incomplete table.”

Amount

“Type of work promoted reichsmarks
Rallways .....oiniiiiiivianienorcncseanscsnsossncransononsosnes 100,000,000
Railways, additional ........ v eeneeneareteare et e reranias 53,313,000
Postal service, additional........ocveriiiiineivieririinennnnnns 20,000,000
L N 13,350,000
Construction of dwelling houses.................ccovvvereencnnsn. 200,000,000
Construction of agricultural dwelling houses.............cco000v... 30,000,000
“ Productive unemployment relief ”............c.coivenrinnennnns 100,000,000
“ Productive unemployment relief,” additional.................... 100,000,000

® Increased activity in the building -trades is to some degree shown by a
decrease in application of these workers to the employment exchanges. The
evidence is only partial, as many did not seek work through the exchanges.
The figures below indicate the decrease in the number of applications to the
exchanges during the summer of 1926.

Skilled workers Unskilled workers

Month applying applying
JUlYy o iiiiieiiireiiiiiiie e iiaieaes 89,492 107,222
AUBUSL ..ovcvnanonnrecronenssonannens 84,961 102,558
Beptember ......c.cciiviiiiiiiiiiiiiaes 75,211 96,744
October ....ovvvvienriiineeieincncnas 82,054 96,667

Unemployment rose sharply in November of that year, mainly because build-
ing operations are highly seasonal in Germany, but partly because of the
severe winters.

® It was hoped that the annual immigration of foreign farm laborers could
thereby be cut by some 20 or 30 thousand. About two or three thousand more
houses were built than they had anticipated.

® Reichsarbeitsblatt, No. 4, 1927, Beilage.
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The appropriations for “ productive unemployment relief” en-
abled the states to proceed with public works. The funds were spent
as follows:

Allocation of funds* . Reichsmarks,
Debit from 19250, ... .0vuiiiiieerninretenieanessecsennanse veeeo 32,000,000
Payment to the states (Verstirkte Forderuug) .
First appropriation ........ccciviicrinreieinasecsnssrernnoes 107,610,000
Second, granted states where unemployment exceeded 2 per cent
of population .........civeiiiiiiiiiieriiitiseriesiiaoans 50,000,000
Additional sum for Prussia..........ciceieneniecnnae. vernne 31,500,000
Credit for meeting unemployment in wharves..........covivvnnn.. 19,500,000
To the Land Reclamation Company ©......cccvenrernnnrrvnonrons 4,500,000
To the Waste Land Reclamation Company ®......veveeecrennnens 2,000,000
Aid to the iron mining industry............cciiiiiiiiieaieniaana. 2,520,000
To Krupp (for a textile machine building)®.........vvevnveeenens 1,000,000
Buildings constructed to house employment exchanges..... veenes 3,000,000
B0 7 eeeetaaaas 253,630,000

Subsidies of Reich and States to interest on loans which provincial
administrations had taken over for the purpose of building
o7 Lo 82,250.00

% Including the 30,000,000 marks for agricultural dwellings and the 200,000,000
marks appropriated for productive unemployment relief, noted above.

®To cover guaranty of refund of moneys paid out by the localities under
the system of verstirkte Forderung. The sudden increase of unemployment
at the end of 1925 caused the localities to begin pubhc relief works projects
before obtaining federal funds.

¢ Semi-public companies, designed to bring more land under cultivation.

4This loan was granted but never taken up by the firm.

Under the guarantee that the federal government would match
part of their loans to public enterprises, the states advanced money
‘which was later repaid. Productive unemployment relief was also
furthered in the form of additional buildings for the employment
exchanges, which were rapidly expanding their functions. In addition,
the federal government and the states paid interest on loans for road
building floated by provincial administrations.

As a resull of productive unemployment relief the number of people
set to work rose from 29,000 in October of 1925 to 170,000 in May of
the following year. It dropped gradually to 124,000 in December,
1926.%

After the sharp peak of unemployment in the first quarter of 1926,
the situation became appreciably better. How far public works were
responsible for the improvement it is impossible to determine. Other

#The number of persons employed each month is shown in the Rcichs-
arbeitsblatt, No. 4, 1927, Beilage.
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economic factors, including the English coal strike and “ rationaliza-
tion,” entered; but public works undoubtedly assisted in bringing
about the change. When emergency unemployment allowances were
established in November, 1926, their recipients were also given the
privilege of employment upon public works.

In 1927 better business conditions prevailed. The program of pro-
ductive unemployment relief resumed normal proportions. During
the three-quarters of the year preceding the inauguration of the law
of 1927 over six million days of work were provided in land reclamation
projects, seven and one-half million on road building, one million on
electric power development, and six and one-half million on miscella-
neous underground work. To promote these enterprises the government
loaned nearly 115,000,000 marks, or something less than $30,000,000.
In addition, more than 40,000 houses costing 24,500,000 marks were
constructed. The number of persons employed ranged from 66,000
to 149,000 monthly.”

I1. Probuctive ReELier THRoUuGH PRIVATE BUSINESS

The plan of productive unemployment relief during this time in-
cluded loans to private industries.” There were numerous problems,
however. A factory might close down in order to apply for a loan to
reémploy its workers. Or, a firm might receive a loan for the purpose
specified and thereby cause others to demand the same treatment.
Choice between the numerous requests was difficult. Often it was
impossible to know which cases were justified in applying for funds
and which ones were misusing the privilege. The money was loaned
by the government on low rates of interest, so that there was incentive
to apply for it. Further danger lay in continuation of the grant after

* See p. 27.

™ Statistisches Jahrbuch fiir das Deutsche Reich, 1927, p. 388.

® A typical case is that of a ship-building firm, employing about 500 men.
At the beginning of the depression of 1926 this firm received a commission
to build a freighter. The building costs were estimated at 500,000 marks, of
which about 200,000 marks were for wages. The entrepreneur needed between
60,000 and 80,000 marks to begin the work. Unless he could raise that sum he
must discharge about 200 workers at a time when they would probably be
unemployed for some months. Single workers had already been laid off. The
200 workers in question had families and were therefore eligible to supple-
mentary aid for their dependents. It was estimated that the average monthly
unemployment relief that would be granted these workers was about 60
marks. In & period of six months, unemployment relief alone for these
families would amount to 72,000 marks, to say nothing of additional aid from
welfare agencies for clothing, shoes, fuel, ete.
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-the firm had ceased to.need it. Another evil lay in the possibility of
loaning money to firms with inefficient methods or lacking a market
for their goods.” - There was danger, too, of use of political power to
-secure special concessions. Experience with subsidies to private firms
was for the most part unsatisfactory. At times it provoked sharp criti-
cism. The policy was definitely abandoned, therefore, in 1927.

In specific cases the government requested firms to hire certain indi-
viduals, granting subsidies for the purpose. The employer was given
merely the sum that would otherwise have been paid out in benefits
to the same person or persons, but only after careful analysis of
the individual case. Nevertheless, the system was not satisfactory.
The employer found that there was not enough money in it to be
worth his effort to fill a position which might otherwise remain vacant.
The scheme was consequently abandoned.

III. PropucTive ReLiEF THROUGH WELFARE AGENCIES

Public welfare agencies in some of the cities also undertook pro-
ductive unemployment relief. The Poor Law authorities under powers
granted by the labor relief clause of the Federal Public Welfare Law
of 1924 ™ attempted to develop relief works. The overseers of the poor
provided work in order to prevent the disorganization resulting from
receipt of aid without obligation of service. They aimed to conserve
the person’s labor power and to return him to regular employment as
speedily as possible. However, recipients of assistance often regarded
the tasks as punishment for their poverty. Workers on free contracts
and independent entrepreneurs offered opposition. They contended that
the work would otherwise have been undertaken by private capital and
that the workers would then have been hired as regular laborers. Few
. productive unemployment relief projects were undertaken by the Poor
Law authorities, however, after the passage of the law of 1927. Com-
pared to the vast program conducted by the public authorities from
1919 {o 1927, the efforts of private industry and those of the welfare
agencies were insignificant.

#Tn the building of wharfs, for example, some construction was continued
for the sake of giving work to the unemployed, although in certain places
there were already too many wharves. The result was that some of them
were never used. R
¥ Section 19 of the Federal Public Welfare Law of February 13, 1924, reads:
# Poor Relief granted to persons capable of work may, in suitable cases, be
given through assignment of work of a sort to which they are adapted, or may
be made conditional upon performance of such work, in so far as such practice
does not involve difficulties to the public authorities or is not contrary to law.”"
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This widespread public program of relief work fitted into Germany’s
need for extensive construction to compensate for war-time absence
of building activity. Those who developed the program for unemploy-
ment relief turned Germany’s need for rebuilding to the advantage of
the unemployed. By 1927, some of the most pressing demands for
public construction had been met. Much had also been learned through
the eight years of effort to provide public works. The results of
experience and of the changing situation were written into the law
of 1927, ’



CHAPTER V
THE EMPLOYMENT EXCHANGE

Throughout the post-war period placement played an important
part in the program of assisting the unemployed. When the Federal
Office for Economic Demobilization was organized in 1918, it assumed
control of all existing local public employment exchanges. The next
year they were turned over to the Ministry of Labor.

The labor exchanges were totally inadequate to meet the problem of
unemployment immediately following demobilization. To supplement
their efforts the Federal Office for Economic Demobilization tried
to provide work by requiring firms to retain their workers or even to
take on additional labor. Special orders directed the reémployment of
former workers who had left their positions for war service. The effect
was far-reaching. Orders were even issued commanding the employ-
ment of foreigners who had participated on the German side during
the war, but this decree was evidently not widely carried out.

Attempts were made to prevent the discharge of employees before
resorting to part-time work. Employers were permitted to dismiss
workers only after they had reduced working time to 30 hours a week.
Later the rule was changed to 24 hours. Furthermore, the employer
had to give from two to four weeks’ notice before discharging anyone.
This regulation had a wide inflience on the employment situation.
The local demobilization committee could require establishments
having more than 20 persons on their payroll to employ a certain
pumber of war veterans. How widely these orders were carried out
or what their effect was it is difficult to determine. Many employers
did their best to comply, some running their plants for months without
profit or even at a loss. However, such measures could be resorted to
only during a crisis. ’

The Federal Office for Economic Demobilization also developed a
vocational guidance service to assist in the placing of ex-soldiers and
war workers. Those released from the army during the war because

-unfit for service had needed vocational reéducation, though many had
not received it. The maladjustment which these and others exhibited
became obvious at the close of the war. Millions of ex-soldiers and
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war workers also required vocational advice because industry was dis-
located. The returning soldier, if he did secure work, often displaced
the juvenile who had gone to worh during the war because of the high
wages paid. The young person had not completed the legal school
requirements nor thought of special training. All of these people—the
unfit adults, the able-bodied ex-soldiers and war workers—who could
not find jobs, and the untrained juveniles, created a mass problem which
forced the Federal Office for Economic Demobilization to issue an
order ' laying the foundation for the development of vocational gui-
dance linked with placement.’

The local public exchanges performed valiant service in meeting the
problems which faced them. Consequently they received strong sup-
port from the Minister of Labor. They proved so indispensable that an
Employment Exchanges Law permanently establishing a federal ser-
vice was passed on July 22, 1922. This Act created local and state labor
exchanges under the supervision of a federal office. New local offices
were to be organized in localities needing them. Towns and villages
were empowered to combine to establish an employment exchange where
united effort increased the efficiency of the service. Specialized branches
could be created to serve certain types of labor, such as unskilled
workers in particular industries, those in skilled trades or occupations,
women, or handicapped persons. The local labor exchanges were to
place workers in jobs, codperate with the committees administering
unemployment relief, give vocational guidance,’ and place apprentices.

Additional duties were assigned to the local labor exchanges by order
of the Minister of Labor. They coiperated, for instance, in the crea-
tion of opportunities of work, assisted in providing for the mentally
or physically handicapped, and aided itinerant workers. All of these
services they rendered without cost to employer or employee. The
service was necessarily non-partisan.’ Workers were referred only to
positions paying the legally established wage rate wherever trade agree-
ments existed. Otherwise, the customary rate of the community was

' On December 9, 1918,

*On May 12, 1923, & law was passed providing for vocational guidance and
the placement of apprentices either in connection with the employment
exchanges or independent of them.

* About 67 per cent of this work was conducted by the public employment
service as early as 1922,

¢ No consideration of membership in any organization was allowed, questions
on the subject being probibited. Placement was made on the basis of physical
and professional or technical fitness, personal and family circumstances, dura~
tion of unemployment, and the state of the labor market.
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the standard.,” Workers: were informed of the existence of strikes or
lockouts, if positions were made available thereby. They were recom-
mended to such jobs only upon their own request. Employers were
required to report a strike or lockout to the exchange.

The state employment exchanges were expected to study the labor
market and to know conditions so that workers and jobs could be
brought together. They were to dictate policies governing vocational
guidance and placement. They were given extensive supervision over
private fee and non-fee agencies.’ They were expected to cobperate
with the health insurance fund, with employers’ and workers’ associa-
tions, and with organizations giving unemployment relief.

Both the local and the state exchanges were to be managed by admin-
istrative committees. The committee for the local office was to com-
prise a chairman and at least three representatives each from employers -
and workers. That of the state exchanges was to be composed of a chair-
man and equal representation from employers, workers, and localities
having exchanges.’ :

The National Employment Office was the seat of final authority in
placement matters. It was to observe the state of the labor market
and to collect information on the subject. It was to gather material
concerning strikes and lockouts, membership in employer and labor
organizations, and labor conditions in general. It was authorized to
adjust the demand for labor and for positions between different dis-
tricts. Final decision in disputed questions arising in the local or state
offices lay in its hands.

Under the law the employer could be required to report vacancies
to the labor exchange if the Minister of Labor so decreed. This rule
applied, however, only to occupations covered by the compulsory pro-
visions of the health insurance or salaried employees’ insurance laws.
It did not include agriculture or domestic service, or establishments
employing less than five persons. However, thé Minister of Labor made
very little use of this provision.*

5 Where placement depended upon determination of the customary wage
rate, final authority rested with the Minister of Labor.

*Fee agencies, by the terms of the law, were to be abolished on January 1,
1931.

" Women were to be members of the state. committees, though whether as
representatives of labor, management, or the public was not specified. The
expenses of their own offices were to be borne by the national, state, and local
governments.

It was retained, however, in the law of 1927 for use in possible future
emergencies.
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The disastrous unemployment arising at the termination of in-
flation forced the exchanges to further efforts to enlist the codperation
of the employers in providing work." Employers frequently tried to
keep their workers as long as possible, but industry could not continue
to retain people on its payroll when there was no work. When dismiss-
ing employees they were required by executive decree ” to inform the
directors of the exchanges of the date and cause of release and the wages
that the person had received. Such a rule could be effective only during
periods of severe stress. It was not easy to enforce.

The unemployment crisis of 1924 led to the utilization™ of unemploy.-
ment relief funds for vocational education courses for the unemployed.
A supplementary wage could be paid for as long as eight weeks to a
person who accepted a job in which he could not receive full wages
until he had completed an apprenticeship. The supplementary wage
was not to exceed five-sixths of the full normal wage for the job.

The employment exchanges gained further power upon the codifica-
tion of unemployment relief orders in 1924. To them was left decision
concerning an unemployed person’s eligibility to assistance.” Their
committees were given power ® to issue orders concerning unemploy-
ment relief. They could require young persons under 18 to attend
vocational courses as a condition of receipt of aid.

The number of public exchanges grew until in 1927 they approxi-
mated 900.* They were responsible for 89 per cent of the placements
made by public and private agencies. A few communities, to be sure,
had too many exchanges, while others suffered from inadequate facili-
ties. On the whole, however, the network of exchanges that developed
between 1922 and 1927 functioned admirably.

O“'En;ergency orders required them to give six weeks’ notice before laying
elp.

* Of April 28, 1924,

# Following orders issued on April 25, 1924.

® A task formerly performed by the local public authorities.

* Along with the Minister of Labor and the highest state authorities.

“1In the U. B. at the present time there are 170 public exchanges. American
Labor Legislation Review, December, 1928.
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CHAPTER VI
THE ADVENT OF UNEMPLOYMENT INSURANCE

The nine years of post-war experimentation had erystallized German
opinion concerning the essentials of unemployment assistance. Experi-
ence had resulted in acceptance of public administration and financial
responsibility. Local assistance was recognized as less satisfactory than
national. Industry’s obligation for financial support of unemployment
assistance and allied services was taken for granted. Insurance was
thought fo be preferable to unemployment relief. The employment ex-
changes were considered an intrinsic part of the program of unemploy-
ment assistance, and an administrative body that integrated the two
was believed to be more efficient than any other conceivable form of
organization. All of these principles were embodied in the Employ-
ment Exchanges and Unemployment Insurance Act that was passed
on July 16, 1927. The Act with amendments* added shortly after its
passage contained the following provisions:

.I. Basis oF SUPPORT OF THE INSURANCE SYSTEM

The costs of administering and maintaining the German unem-
ployment insurance system under the Act of 1927 are provided through
the equal, compulsory contributions of employers and workers. Maxi-
mum payments, at first limited to 3 per cent of wages, or 11 per cent
from each side, were temporarily and then permanently increased to
3% per ‘cent.

The employer forwards to the health insurance fund both his own
and the worker’s contribution to unemployment insurance. If the
employee is a member of the latter, payments to both funds are made
simultaneously. If he is not, the health insurance fund, nevertheless,
acts as collecting agent. This method represents a distinct economy in
collection and provides a check on extent of compliance with the law.’
The health insurance fund deducts a fraction of 1 per cent for cost of

*The most eomprehensivé amendment was that of October 12, 1929.

? Employers must report to the health insurance fund the employment or
release of all persons in occupations compulsorily included within its mem-
bership. Since payment of health insurance is a firmly established custom,
not likely to be seriously evaded, it becomes fairly easy to check contributions
to unemployment insurance through the simultaneous payments.

48
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collection. It immediately forwards the rest to the district, or, in
certain cases, to the local labor office.’ Part of this money finances
the work of the district labor office, being shared by the constituent
local offices. A proportion which is determined by the central office in
Berlin goes to that body.

Benefits are paid to the unemployed worker by the local labor office,
which is reimbursed monthly by the district office.” Support of local
and district expenses for placement, vocational guidance, and insurance
are taken from the percentage of contributions allotted to the district.
National funds are expected to meet the expenses of the central office
in Berlin and to provide a reserve to care for at least 600,000 unem-
ployed persons for three months. Until such a fund is created, the
maximum rate of contribution may not be lowered.

Whenever a sufficient national reserve shall be established, excess
of income over demand for funds for three consecutive months within
a district or locality will permit the rate of contribution to be lowered
for that district or locality. If contributions do not suffice for the
district, the deficit is met by grants from the national reserve. When-
ever income from contributions plus reserves fails to cover current ex-
penditures of the entire national system the deficit is to be met through
loans from the Ministry of Finance.

The provision for scaling rates according to district or localities is
intended to encourage efficiency in administration. Thus far no reduc-
tions have been made because of the pressure of unemployment. Rates
to special industries or firms may not vary within a district.

While the contributions of employers and workers cover the normal
charges of unemployment and allied services,' special assistance 1is
granted from public funds. Emergency unemployment allowances,
which are somewhat comparable to the “ extended benefits » formerly
obtaining in the English system, are supported from public funds. For
this purpose the national government subscribes four-fifths, and the
localities in which the necessity for such aid arises, one-fifth of the
money required.’ Special relief for the seasonal worker was met from

*For rates of indemnification for handling the funds see Weigert, O.,
Ausfihrungsvorschriften rum Gesets iber Arbeitsvermittlung und Arbeits-
losenversicherung, pp. 400-403.

* For discussion of local, district, and central labor offices see pp. 60-64.

*In case it does not receive the money directly from the healith insurance
fund.

*Including maintenance of the unemployed worker’s contributions in the
other forms of social insurance during his period of eligibility to unemployment
benefita,

*The recipient of emergency unemployment allowances is maintained in
good standing in the health, invalidity, and old age insurance funds.
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funds four-fifths of which came from the Reich." Enterprises designed
to create opportunities for work for the unemployed are given loans or
subsidies by the Reich, to be matched by the localities.

II. Score or THE Law

Membership in the unemployment insurance system is compulsory
for most persons covered by the health and salaried employees’ in-
surance schemes.” Most wage-earners receiving less than 6,000 marks
and salary-earners receiving up to 8,400 marks annually fall within
its scope.” They must, however, have had regular occupational stand-
ing. Odd jobs do not qualify for membership in the fund. The basis
of classification is occupational, not national. Insurance is not limited
to German citizens, nor to persons from countries that offer similar
provisions to German workers. All persons within the scope of the-
law are insured from the day of employment to that of release from
the occupation.

Exemption from compulsion fo insure is granted to certain agri-
cultural, forestry, and fishery workers." Apprentices under a two-year
contract and those bound out in agriculture or forestry under a one-
year term are exempted until six months before the termination of

®This assistance was granted only during 1929.

*Every member of the community is bound to conform to the unemploy-
ment insurance system. Non-compliance results in fine or imprisonment.
The punishment is set by the local, district, or central office, and is enforced
by the communal authorities. It follows negligence, wilful misdemeanor, or
griminal violation.

*The occupational groups compulsorily insured in the health and salaried
employees’ insurance funds comprise: (1) laborers, apprentices, journeymen,
and domestic apprentices; (2) the administrative staff of industrial or com-
mercial establishments, foremen, and other salaried employees of similar
position, if this work constitutes their main occupation; (3) clerks in stores,
offices, and drugs stores, and apprentices in the last named occupation; (4)
actors and musicians, regardless of the artistic value of their performances;
(5) teachers and instructors, and persons employed in connection with educa-
tion, instruction, nursing and welfare work, if these are their main occupations
and main source of income; (6) domestics; (7) crews of German seagoing ships;
(8) most industrial home workers, who are included within the health insurance
law by the terms of the Hausarbeitgesetz of June 27, 1923. The last named
group may be excluded by executive order. The amending act of October 12,
1929, raised the wage level of salaried employees included.

 Bxemption obtains when they are farm-owners, tenant farmers, independent
fishers or fishers on shares who gain most of their living thereby and are
employed as wage-earners for less than half the year, or are in the service of a
spouse or descendant. Agricultural and forestry laborers who are hired under
written contract for at least a year must insure only six months before the
lapse of the employment agreement. Domestic servants in agriculture are
entirely excused, because there is a constant shortage of labor in this occupation.
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the contract.” Persons under compulsory school age are excluded.
Casual workers are only included by executive order.

Employees of the Zeiss firm who have been there long enough to be
eligible to its unemployment benefits are exempted.”

Provision is also made for voluntary, extended insurance. It is lim-
ited to those who have been promoted above the rank in which they
were compulsorily insured. They may continue to be insured only if
they remain in positions which, but for the salary, would require mem-
bership in the unemployment fund.*

II1. EvriciBILITY TO BENEFITS

Claim to unemployment insurance arises from three conditions. The
worker must have fulfilled the occupational requirements. He must
be able and willing to work and involuntarily unemployed. He must
not have exhausted his claim.

Eligibility for benefits oblains only after a person has, during a
year, worked 26 weeks in a compulsorily insured occupation.” When
applying for benefit for the first time he must have worked at least
52 weeks within the preceding two years, Where “ unreasonable hard-

* Persons in the pavigation service whose salaries place them above com-
pulsory inclusion in salaried employees’ insurance are excluded.

* The law specifies that a firm that for at least one year previous to October 1,
1927, has had a financially satisfactory system of unemployment insurance
may be exempted. The Zeiss firm is the sole one that qualifies. This firm is
incorporated as a foundation, whose charter requires it to set aside funds
for unemployment insurance for ita workers.

“ Those entitled to extension must notify the health insurance fund of their,
intention to continue their membership, within three weeks of the change in
status which excludes them from the compulsory provisions of the law.

Bome estimate of the scope of health and unemployment insurance in
Germany may be gathered from the data for July 1, 1928. At that time 21.7
million persons were members of the health insurance fund, 19.2 million by
compulsion and 25 million voluntarily. Seventeen million, two hundred
thousand persons were insured against unemployment. Of this number, 16.8
millions were also members of the health insurance fund, while 400,000 be-
Jonged to the salaried employees’ insurance fund. Of the 19.2 million people
who were required to insure against sickness, 2.4 million were exempted from
unemployment insurance. They were mostly agricultural workers and appren-
tices. Of the 172 millions insured asgainst unemployment, 159 millions made
compulsory payments. The recipients of unemployment benefits or of emer-
gency unemployment allowances numbered 724,000. Members of the fund who
because of sickness or other incapacity to work did not make payments nor
receive benefits totaled 622,000. A small group, 3,326, were carrying voluntary,
extended insurance. Reichsarbeitsblatt, No. 24, 1928, Pt. I1, pp. 393-395.

® The 12 months are calculated from the date of report to the employment
exchange and not from that of loss of position. The 26 weeks of work need
not be continuous. It is sufficient that the person has been employed for 182
days during the period of 12 months. (Weigert, O.,, Kommentar, p. 275.)
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ship ” would otherwise result, the one or two year period may be
extended to three years.” Eligibility is not gained through mere
payment into the unemployment insurance fund. Employment itself
is prerequisite. ' ‘

A person who voluntarily leaves an insured occupation to work inde-
pendently or without pay is ineligible for benefits: An unemployed
person receives no benefits during the period when he accepts wages or
compensation in lieu of them.” If insurance and wages, or their equiva-
lent, are drawn simultaneously, the employer may be required to recom-
pense the unemployment insurance funds for the benefits granted. If
the fault lies with the employee, repayment may be deducted from
wages. However, it is considered highly desirable for the unemployed
person to find odd jobs if he cannot secure regular work. Therefore,
income from irregular employment is not deducted from insurance
when it does not exceed 20 per cent of the benefits to which the person
would otherwise be entitled. .

The foremost condition for eligibility is ability and willingness to
work. Unemployment must be involuntary. The law defines capacity

®The law has defined “ unreasonable hardship ” as follows: (a) A worker,
usually a farmer, who has been employed in an exempted occupation or has
worked independently during part of the previous year, may not have to
fulfill the 26 weeks’ requirement. (b) The same may be true of a person who
is compulsorily insured but who through a technicality has not been employed
for 26 weeks during the previous 12 months. For example, a worker may be
employed, idle, reémployed, and again idle. If he lives on savings during his
first siege of unemployment and does not claim benefits to which he is
entitled, and if the period .of reémployment and subsequent idleness total more
than 12 months, he may receive benefits. (Weigert, 0., Kommentar, p. 277.)
(c) Again, if a worker takes continuation or vocational reéducation courses,
time in school may be excluded from the 12 months’ period. (d) If he is
unemployed, but receives money from his former employer in lieu of wages,
the period of receipt of such money is not reckoned in the 12 months. (e)
Unemployment due to sickness, for which. health insurance is granted, is not
included. (f) The time of confinement by the public authorities in a public
institution is also exempted. (g) Finally, under peculiarly unfavorable con-
ditions in the labor market, the period of receipt of benefits that does not
continue long enough to exhaust claim may be excluded from the 12 months’
period. In no case may these extensions exceed three years during which the
person must have worked 26 weeks.

The periods of 26 weeks are not cumulative. When a person has established
& new claim, the old rights expire. Agricultural and forestry workers. who,.
through no fault of their own or of their employers, lose their positions more
than six months before the termination of their written contract of employ-
ment are protected against loss of claim. Special provision may be made to
assist the casual worker to establish title to insurance.

T For example, the owner of a small piece of land who works in an insured
occupation during the winter cannot draw benefits in the summer.

®For example, seamen aided by funds especially established for their
relief, may not receive unemployment benefits simultaneously.
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to work as ability to earn at least one-third of what persons of sound
body and mind and equivalent training can make in a similar occupa-
tion in the same neighborhood. A person is not considered able to work
if he is sufficiently ill or incapacitated to draw benefits from the health
or invalidity insurance funds. It is impossible, therefore, for a person
to secure monetary aid from unemployment insurance and another
type of insurance at the same time. He may, of course, receive medical
attention from the health insurance fund by virtue of membership
therein, while regularly at work. If loss of occupation unrelated to
sickness results, he does not forfeit claim to unemployment insurance.”

Although willingness to work and involuntary unemployment are
carefully defined in the Act, they offer problems. A person -who, in
spite of a warning as to the possible consequences, refuses to accept
work, even though in a locality removed from his home, is considered
voluntarily unemployed. In such instances he loses insurance for four
weeks, though the penalty may be reduced to two or, in flagrant in-
stances and for repeated offenses, extended to eight weeks.” )

There are legally justifiable bases for refusing a position. An unem-
ployed person is not required to take up work that is prohibited by
law or that is against good morals. Seemingly self-evident, this maxim
has important consequences. The unemployed need not accept a posi-
tion under terms contrary to. the laws protecting labor.® He may
refuse work that pays a wage or salary that is lower than the legal or
customary rate.* He may not, however, decline a position because its
remuneration is lower than that to which he is accustomed.® For nine
weeks, employment that is unsuitable to his training, previous occu-

®If persons who are not able to earn one-third the normal remuneration
for their occupation are allowed to contribute to unemployment insurance,
and if they continue payments for the required period of time, they are pro-
tected against a decision that they are incapable of work and therefore in-
eligible to insurance.

* This rule applies only to acceptance of employment; the individual may
not be legally penalised for refusal to engage in an independent enterprise.
The punishment is meted out even though, during the period, he changes his
mind and is ready to accept the job. It results, also, if he takes work and
again becomes unemployed before the expiration of the time for which he
is penalised.

™ This includes legmlnuon covering hours, night work, rest periods, Sunday
Iabor, health, industnal poisons, and the protection of women or juvemles.
\\emert 0., Kommentar, p. 252.

® The former standard is set by the minimum wage boards. Decision con-
cerning the prevailing wage rate for a locality and an occupation may be
difficult.

® Occupational safeguards are provided for him; but he is not entitled to

base acceptance or refusal of a position on the ground of his accustomed
income. The wage considerations in this case are social, not personal.
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pation, vocational future, or physical condition can be refused. After
that time only the last consideration excuses him.” During the existence
of an industrial dispute he can decline a position thereby made avail-
able. Work that is physically or morally unsuitable ® can be rejected.
He may refuse a position that offers insufficient remuneratlon to pro-
vide for his dependents.”

Inability to keep a job is a measure of one’s ability and willingness
to work, The person who gives up his position without “ weighty ”
or “ justifiable ” reasons,” or has lost it because of his conduct, forfeits
claim to benefit for four, although the penalty may be changed
to’two or eight weeks. The term may cover utilization of vocational
training or reéducation offered free of charge. An individual rejecting
such instruction loses benefits for four or for two or eight weeks.
Minors may be especially restricted. When it is impractical to give
them vocational training or reéducation, their receipt of benefits may
be made conditional upon the performance of special tasks (Pflichiar-
beit). These are designed fo control them and to test their willingness
to work. The same stipulations may surround grant of emergency
unemployment allowances to adults.” Unemployment because of a
strike or lockout is not considered involuntary, and is therefore not
covered by insurance. Persons indirectly unemployed by reason of
industrial dispute may be granted benefits, however, if denial of aid
constitutes “ unreasonable hardship.” ® '

The unemployed individual must personally report to the labor ex-
change in his place of residence. He may not apply by letter or through

* The nine weeks’ provision may be extended in special cases. Also seasonal
workers or those unemployed because of fundamental structural changes
in industry may be requu'ed to accept employment outside their occupatlons
even during the first nine weeks. The employment exchange is required,
however, always to take into consideration possible detriment to later occupa-
tional progress.

*This provision offers perplexing problems of interpretation because of
the clause that defines ability to work as capacity to earn one-third of what
is normally made in the occupa.tlon by persons of similar training.

®Such a situation may arise when a person is offered work away from
home under circumstances that make it impossible for him to maintain his
family. Family conditions or the circumstances of the job may make it un-
desirable or unwise for dependents to accompany him, and the wage may be
insufficient to support them all separately. In such a case unemployment
insurance may be granted the worker, or he may be sent to take the job with
the understanding that special provision will be made for his family.

T 4 Weighty ” reasons may result, for example, from insult or failure to pay
wages. See Weigert, O., Kommentar, p. 267.

*See pp. 74, 75.

® See pp. 97, 98.
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another person. The unemployed must himself give evidence of the
fact and the duration of his employment. He must produce a record
of his earnings during his previous six months of occupation. For
this purpose the employer is required upon discharge to give him a
written statement of the date of beginning and termination of employ-
ment, cause of release, and wages received.® Other necessary evidence,
particularly medical testimony as to ability to work, may be demanded
by the labor exchange. Authorities and all private persons are required
to furnish the information demanded by the employment office. Title
to benefit lapses if not advanced within three months of the date for
which it is claimed.

During the period in which a person receives benefit he is required
by law to report to the employment office at least three times a week.
More frequent attendance may be exacted. In some cases daily report-
ing is expected.® However, exceptions to the rule demanding three
reports a week may be granted if they benefit the unemployed person
and do not violate the purpose of the rule. Failure to comply with this
provision, without due cauee, results in loss of benefit for the days on
which the person fails to report.® If placement is impossible the per-
son may be offered a position on productive relief works where such a
position is available.

After he reports to the labor exchange that he is unemployed, a
person must wait 14 days if he is under 21 and living at home,
7 days if over 21 and not at home or else responsible for as many as
three dependents, and 3 days if he has four or more dependents. The
waiting period may be reduced if unemployment follows two weeks
of partial employment, sickness or incarceration in & public institu-
tion. It may be reduced one day for each day lost in the last employ-
ment if the latter continued less than six weeks. It may be reduced
when the applicant has been employed only partially or for less than
six weeks just prior to unemployment.

® This statement can be checked with that of the health insurance fund.
Whenever an employer hires s worker for a compulsorily insured position he
must make a statement of the fact to the health insurance fund. He must also
give the wage rate that the person is to receive. Change in wages, partial
employment, or discharge must also be reported immediately. These require-
meunts are made because payment to both the health and the unemployment
insurance funds are proportional to wages. Employers are penalized for careless
or wilful misrepresentation of facts and discovery of such sbuse has led to
increased effort to secure compliance with the law.

* Experience with failure to report occasional employment has resulted in
stricter requirement of reporting.

® Sickness or death in the immediate family would constitute eufficient
excuse for such failure.
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IV. DuraTION OF BENEFITS

Title to benefits normally lasts 26 weeks. After that time further
benefits may be paid when the individual has established a fresh claim.
However, a person who takes a position after he has drawn insurance
is not required to work 26 weeks at a stretch before he again becomes
eligible to benefits. It is only necessary that his work total 156 days
within the space of the year preceding his loss of the job.

Exceptions to the 26 weeks’ rule are allowed. In case of particularly
unfavorable labor conditions the law provides for extension to 39
weeks.” Beénefits may also be granted for less than 26 weeks when
persons suffer from regularly recurring unemployment. Consequently
a series of administrative orders has reduced benefits to seasonal
workers to six weeks during the four winter months when unemploy-
ment is the greatest. Other exceptions that increase or shorten the
usual period of benefits require special administrative sanction.™

Assistance may be extended to the partially employed. Executive
orders have been issued temporarily to include him within the pro-
visions of the unemployment insurance act. He must fulfill the
conditions for eligibility. He must suffer loss of wages because of
part-time employment. He is not considered partially unemployed by
virtue of working in a position that normally offers fewer hours than
is customary on other jobs.

The partially employed worker receives one, two, or three days’
benefits for three, four, or five days’ loss of work, respectively. Benefits
plus supplementary family allowance may not exceed five-sixths of
the wages paid a fully employed worker in the same occupation. The
worker, upon executive orders, may be released from the requirement
to report to the local labor exchange three times weekly if compliance
interrupts his labor.™ Aid is refused if the person can be placed upon
full-time work. However, part-time employment is not penalized;
instead it is encouraged.

Assistance to the unemployed may be eztended through grant of
emergency unemployment allowances.™ This special form of aid is

® This clause has not been made use of.

% Necessitous seasonal workers were assisted from a special fund during these
four months in 1929. See pp. 98-101.

# Namely, decision by the Administrative Committee of the Reichsanstall
and the agreement of the Minister of Labor.

* The employer in an establishment having more than ten workers, may
make claim for the partially employed person. He may also be assigned to the
task of paying out the insurance.

" They were first established in November, 1926, under the pressure of the
great unemployment of that year.
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designed for periods of peculiarly unfavorable labor conditions. It
may be granted to persons who have exhausted their claim to unem-
ployment benefits. It may also be given to those who have not worked
the necessary 26 weeks required for eligibility for insurance. Such
persons must, however, have been employed at least 13 weeks within
the previous 12 months and must meet all other conditions for insur-
ance. They must also be necessitous. The duration of these allowances
is determined by the Minister of Labor. Since October, 1927, the
period of grant has varied. First set at 13 weeks, it was extended to 26,
then to 39. Then certain seasonal occupational groups were excluded,
but allowances to persons over 40 were prolonged to 52 weeks.

Emergency unemployment allowances are neither insurance nor
poor relief, but occupy a8 middle ground between the two. They are
intended for use in periods of stress and not for normal times. They
may be limited to individuals, occupations, or localities that are suf-
fering from unusually unfavorable labor conditions. They may be
invoked to meet a general business depression. Unlike unemployment
insurance, they are limited to German citizens and to natives of coun-
t.ies that make a reciprocal provision for Germans. Their support
comes from public funds and not from contributions of employers and
workers. Similarly special assistance was extended in 1929 to neces-
sitous seasonal workers who had exhausted claim to benefits during the
four winter months. Funds for this purpose were provided one-fifth by
the Reichsanstalt and four-fifths by the national treasury.

V. RaTES oF BEXNEFITS

Rates of benefits vary according to a wage or salary classification.
The wage of an individual is based upon the average remuneration he
receives for the six months of employment previous to date of ap-
plication for benefits. To facilitate calculation, average weekly wages
or salaries for the six months’ period are grouped into eleven classes.
The lowest includes ten marks or less, and the highest 60 marks and
above. For each class a representative wage is set. This is the mid-
point of the group in all but the highest and lowest classes. Benefits
are reckoned in percentages of the representative rate. The lowest
income generally receives 75 per cent, and the highest 35 per cent of
its representative wage. Higher wage or salary classifications may be
set if necessary.

Recipients of standard benefits are granted supplementary allowances
for dependent members of the family. Persons in the household who
receive unemployment assistance in their own name are excluded. The
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supplementary allowances are scaled according to the number of ‘de-
pendents, and are proportional to the representative wage. Workers
in the lowest wage class may be given a maximum of 80 per cent of
their representative wage for benefits and additional family allowance
combined. In the highest wage class these may not exceed 60 per cent
of the representative wage. The rates of benefits plus family allowances
for each wage class are shown in the table given below. Benefits
are calculated on the basis of a six-day week. Each day’s unemployment
entitles the claimant to one-sixth of his weekly rate of benefits. Pay-
ment may be made in cash or in goods. The latter method is considered
desirable when the person is inclined to spend his money uneco-
nomically. Payment is usually made at the end of the week.

STanpDARD WEEEKLY BENEFITS GRANTED UNEMPLOYED PERSONS AND THEIR
DEPENDENTS UNDER THE ACT OF 1927 *

o _ | Benefits, according to number of
Wage %;i’;gﬁxze}gy ti&;’p vrﬁiﬁ; depg‘ndents (as _pey’centage of
(ll)lgsises Three Months | Wage for the representative” wage)
n ate%i- Previous to Class Fiv
by Act | Unemployment None| One | Towo |Three Four| or
Y (In marks) (In marks) ongf Une o N?ore
I...cc...} 10 or less 8 75 18 | 80 | 80 | 80 | 80
II.......| 10.01-14 12 . 65 | 70 1 75 | 80 | 80 | 80
III......| 14.01-18 16 55 | 60 | 65 | 70 | 75 | 75
IV......] 18.01-24 21 47 | 52 } 57 | 62 | 67 | 72
V.ieeas.| 24.01-30 27 40 | 45 1 50 | 56 | 60 | 65
VI......| 30.01-36 33 40 | 45 | 50 § 55 | 60 | 65
VII.....| 36.01-42 39 37.5| 42.5! 47.5] 52.5| 57.5| 62.5
VIII....] 42.01-48 45 35 ] 40 | 45 | 50 } 55 | 60
IX......] 48.01-54 51 35 | 40 | 45 ] 50 | 55 | 60
X...vo..) 54.01-60 57 35| 40 | 45 | 80 | 55 | 60
XI...... More than 60 63 -1 3 )] 40 | 45 | 50 | 55 | 60

s Adapted from Weigert. O., Kommeniar, p. 299.

Certain amending restrictionsdesigned to scale down rates of
benefit have been added. To meet the discrepancy between rural and
city wage rates when more than half the six months’ work prior to
unemployment has been performed in a locality not paying the benefits,
such benefits may not exceed those based upon the occupational wage
rate for the community which pays them. Also during winter seasonal
unemployment persons in the upper wage classes are to receive lower
benefits. Those in wage class VII are to get the same amounts of
benefits as those in wage class VI; those in classes VIII and IX,
benefits granted non-seasonal workers in class VII ; and those in classes
X and XIT, benefits given other workers in class VIII. This corresponds
to the reduced rates granted by executive order to recipients of
emergency unemployment allowances,
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The person who is granted unemployment benefits is expected to
report to the exchange, immediately and without summons, the receipt
of any settlement or compensation from previous employment. If he
or any of his dependents take work that brings in any money, he must
also give notice. His earnings through temporary employment plus
benefits may not exceed 150 per cent of standard benefits had he
earned nothing. If he receives grants from the health, miners’, salaried
employees’, invalidity or war pension funds, the amount of such aid
in excess of 30 marks monthly is to be deducted from his unemploy-
ment benefit. The whole sum of maternity benefits or pensions to
widows, orphans, soldiers or policemen is to be similarly deducted.
Temporary aid for industrial accident or occupational disease is not
counted. Compensation or insurance from any other source™ must
be declared and deducted. If a member of the family, hitherto de-
pendent upon him, dies, leaves the household, or is supported by a
third person,” he must notify the authorities.

During eligibility the unemployment insurance system also main-
tains the worker's contributions to other forms of social tnsurance.
These payments are made from funds at the disposal of the Reichsan-
stalt. Since insurance payments are based upon wage rates, these con-
tributions are reckoned according to the representative wage of the class
to which the worker belongs.” In place of individual insurance, group
insurance rates of contribution may be substituted. If the person be-
comes sick when unemployed, his sick benefits are the same as those
paid him for unemployment.” The unemployed person has the same
status in the health insurance fund while his contributions are met
by the Reichsanslalt that he would have were he paying them himself.”

® Such as private insurance.

® As in the event of marriage.

“ Health insurance payments, at first calculated at one-seventh, have been
reduced to one-tenth of the representative wage. Experience during the first
two years of operation of the law showed that the unemployed were an
exceptionally favorable risk for the heaith insurance fund and that a 33} per
cent reduction of the 95 million marks spent by the Reichsanstalt in insuring
the unemployed in other funds could in justice to those funds be made. .

® This rule has been made to prevent sickness from resulting in advantage or
disadvantage in the rate of benefita. Early experience with the Unemployment
Insurance Act showed that persons penalized by loss of benefit for a stated
number of weeks claimed and often received health insurance for the period.
Attempts to check this abuse included closer codperation with the health in-
surance officials, and examination of the person by a disinterested physician.

“This rule is of significance in cases where members of that fund have
voting rights. Maintenance of payments to the invalidity, old age, and
salaried employees’ insurance funds is similar to that for health insurance.
The working relationship of these funds with unemployment insurance is not
s0 cloee, however, and special rules are therefore developed to insure pay-
ments.



CHAPTER VII
ADMINISTRATION OF THE LAW

One of the most knotty problems to be solved concerned the admin-
Jistration of the employment exchanges and of unemployment insurance.
Six months of heated discussion of the preliminary draft of the law®
was largely devoted to this question. The form of organization finally
created was unique. The Act integrated the exchanges and unemploy-
ment insurance into an inseparable unit. Administration was placed
,in the hands of an autonomous body, the Reichsanstalt fir Arbeils-
vermittlung und Arbeitslosenversicherung.' The Reichsanstalt was ac-
corded a different status than that of a research or administrative
section of any government department, though ultimate supervision
over it was given to the Minister of Labor. '

The Reichsanstalt is organized into local, district, and national
offices. The local labor office places applicants, gives vocational gui-
dance, and pays unemployment benefits. It performs other services as
occasion demands. Every locality is included within the province
of such a local office, but the boundaries of towns and villages and of
the labor office do not necessarily coincide. There are 361 of them.
They are united under district labor offices, whose boundaries need
not be coterminous with those of the states.” In fact, 13 district labor
offices have been created, although there are 18 German states.' The
central office has general supervisory powers.®

Occupational, as well as geographic, divisions receive recognition,
For salaried employees a special division is rejuired in the central

* See pp. 30, 31.

*The National Placement and Unemployment Insurance Service. The term,
Reichsanstalt, is difficult to translate.” It is not a federal bureau, for it is
autonomous. It is not exactly an Imnstitute, though often so translated into
English. The word Reichsanstalt will be used throughout this discussion,
therefore, mstead of the long German title or a clumsy or inaccurate English
term. ’

- *One year was allowed by the law for the determination of boundary lines
and establishment of local and district labor offices.

"“These 13 district labor offices superseded the 22 district employment
exchanges which were established under the law of 1922.
-. B4 is located in Berlin.

60
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office and may be created in any district or local office. Similar treat-
ment may be accorded agricultural laborers, or any other occupational
group requiring special attention.

Administration and Control. The Reichsanstalt is made up of three
groups having power of administration or control. These are: (a) the
governing bodies; (b) the officials and their staffs who conduct the
work of the offices; and, (c¢) the courts of reference or appeal. These
three groups comprise the enforcement machinery of each local and
district as well as of the national office.

There are four types of governing bodies in the Reichsanstalt. Two
of them, the Board of Directors and the Administrative Council, func-
tion for the entire organization. The other two are the administrative
committees of the district labor offices and of the local labor offices.
Each body is made up of a chairman and of equal representation
from employers and workers. The president of the Reichsanstalt is
chairman of the Board of Directors and of the Administrative Council.’
He is appointed by the president of Germany. The chairmen of the
administrative committees are also appointed.

The Board of Directors of the Reichsanstalt is responsible for the
conduct of the entire organization. It has authority to set the bound-
aries of the district labor offices and, with their codperation, to fix
local territories. It may abolish old or create new local or district offices.®

*He is given general responsibility for administration of the Act. He has
rather wide powers of decision in certain types of cases.

? Careful rules eontrol the selection of committee members, to insure their
eapacity to speak for their respective constituencies. Among the labor members
there must be at least one salaried employee. Upon all of these administrative
bodies women are to be represented, though whether as members of labor,
employing groups, or of the general public is not stipulated. Membership
is limited to citisens who are at least 24 years old and bave full voting
privileges. Salaried officials or employees, or any paid workers in the Reichs-
onstall, are ineligible. The sise of the committees is set by the Reichsanstalt.
There must be at least five members for the local and seven for the district
labor offices. Each committee sets up s smaller executive body, also strictly
equi-partisan. Office is honorary and plyment is made only for actual ex-
penses incurred.

‘It may commission the communes or communal unions to take over the
work of the local labor office. It decides whether special offices for salaried
employees or for particular occupations shall be established. With its approval
the Minister of Labor sppointa the chief executives of the district and local
offices. It determines the size of the administrative committee of the
district labor office. It is final authority in matters concerning control of
private, non-fee employment agencies or their incorporation into the public
exchanges. It hears complaints against decisions of the administrative com-
mittee of the district offices and of its own chairman, who is the president
of the Reichsanstalt. It renders final decision concerning grant of benefits to
those indirectly unemployed because of strige or Jockout.
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The Administrative Council of the Reichsanstalt helps to regulate the
labor market. It decides matters concerning contributions to the un-
employment insurance fund and rates and methods of paying benefits.”
It hears appeals against decisions of administrative committees of the
districts and of the executive of the central office. The administrative
committee of a district labor office makes rules and determines policies
governing that district.” The administrative committee of the local
labor office make rules concerning the work of that unit.”

The divisional offices under the local or district labor offices also
have their own administrative committees, which are constituted in the
same way as those of the larger bodies. The placement service, also, is

*It has power of final decision concerning rates of contribution to the
fund and other financial matters concerned with the operation of the law. It
fixes the percentage of income that is to go to the central body. It is
responsible for the maintenance of the reserve fund. It may, with the assent of
the Minister of Labor, establish further wage classes in addition to the eleven
fixed by the law. It may lengthen the duration of benefits beyond 26 weeks.
It may regulate the period of time for which seasonal workers are entitled to
benefit. It is empowered to modify the provisions concerning the waiting
period, the nine weeks’ exemption clause, measures for preventing or termi-
nating unemployment, and many other details. It is authorized to make rules
concerning value-creating unemployment relief works. It is allowed, with the
approval of the Minister of Labor, to include the partially employed worker
within the provisions for unemployment benefits. To it is left decision con-
cerning necessity for emergeney unemployment allowances.

® 1t hears appeals from decisions of the administrative committee of the
local exchanges and of its own executive, the hearing to take place within
two weeks of the appeal. It determines whether special offices shall be opened
to place particular types of labor. It may take over private, non-fee employ-
ment agencies. Within limits, it has power of decision concerning grant or
refusal of benefits to persons indirectly unemployed because of strike or
lockout. It judges the value of proposals for public works. It may develop
measures to prevent or terminate unemployment. It determines the financial
policy of the district labor office. This function entails considerable authority
and power, since the contribution of employer and worker to the unemployment
insurance fund are immediately forwarded by the health insurance fund to the
district labor offices. It may determine the percentage of wages to be con-
tributed by employer and worker should formation of an adequate federal
reserve allow the reduction of rates below 3 per cent of wages. It grants to
the local labor offices the sums required monthly for their operation, and it
may order the health insurance fund to send the money direct to the local
authorities.

21t hears appeals against decisions of its chairman, the hearing to take
place within two weeks of the appeal. It has power to require performance
of work in return for aid to juveniles or to recipients of emergency unemploy-
ment allowances. When requested to do so by the district labor office, it
decides matters concerning creation of opportunities for employment. Its
powers may be extended by the district labor office.
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governed by special administrative committees under the local, district,
and central offices. Its committees comprise representatives of em-
ployers, workers, and the public authorities in equal numbers. All of
these governing bodies, from the highest to the lowest, must make
their decisions in a thoroughly non-partisan manner, with the same
number of voting representatives from each side.”

The president of the Reichsanstalt, the executives of the central office,
and the chairmen of the district labor offices have the status of federal
civil service officials. Chairmen of the local labor offices may also be
given this rank. The rest of the staff is employed under terms similar
to those of private contract. This policy has been adopted in the hope
of eliminating “bureaucracy” and the slipshod work of lifetime
appointees.

The Courts of Reference or Appeal. Appeals from decisions of the
salaried staff or of the administrative bodies are carried to the appro-
priate courts of reference. The local board of reference ® has power
to review decisions of the president of the local office.* One or
more similar boards of reference are attached to the district labor
office. Appeal may be made to this body by an unemployed per-
son, by a local committee, or by any of its members.” A court
of final appeals is attached, not to the Reichsanstall, but to the
Federal Insurance Bureau.” This court has five members, a chair-
man, a permanent member of the central office of the Reichsanstalt,
a government official who is an expert at law, and one representa-
tive each from employers and workers. The chairman and the law-
yer are appointed by the Minister of Labor on the basis of their

* However, inactivity through the indifference or intentional absence of
one side is safeguarded against. Equi-partisanship is not required if one
interest is represented by less than two-thirds of its required membership.
When one side sends no one who is authorized to voice its opinion, final motion
may not be taken at the first meeting. At the succeeding session, however, those
present may give a binding decision. The members are legally answerable for
their committees or boards as guardians for their ward. If one of these bodies
refuses to discharge its task, the president of the Reichsanstalt or some one
deputized by him, must perform its functions; the necessary costs, in such an
event, being charged to the organization for which the work is done.

#® Composed of the president of the loeal labor office or some one deputized
to act for him, and one representative each from employers and workers, drawn
from the administrative committee,

™ Appeals must be made within two weeks of the contested decision, and
allow of no delay.

It rules upon cases of emergency unemployment relief when the decision
of the administrative committee has not beer unanimous.

* This is the court of appeals for all types of social insurance,
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knowledge of and practical experience with the enforcement of the
unemployment insurance law.” The court determines questions of
policy, cases involving such matters being turned over to it by the
boards of reference of the local and district labor offices.

In many ways the organization of the Reichsanstalt is unique. The
disregard of political boundaries in the establishment of the local and
district offices, and its autonomy as a national body, remove it from
the usual types of political control. The balance of power in the gov-
erning committees is given to employers and workers. This fact gives
a guasi-industrial character to offices which enforce national legislation.

"In cases of necessity more than one such final court of appeals may be
established. C



CHAPTER VIII
THE USE OF THE EMPLOYMENT EXCHANGE

The Employment Exchange is an essential element of German un-
employment insurance. This fact is indicated by the title of the Act
of 1927, and by section 131, which states: “ Unemployment shall
primarily be prevented and combated by placement.” The major em-
phasis upon preventive measures follows the principle laid down for
all German social insurance. Great importance is attached to remedies
which are intended to reduce the duration or possibility of recurrence
of mishap. The search for preventive measures makes German social
insurance an increasingly efficient and sensitive mechanism for mitiga-
tion and control. In pursuance of this common principle, the unem-
ployment insurance system lays first emphasis upon returning un-
employed people to work.

I. PLACEMENT

The already highly developed system of employment exchanges was
taken over by the Reichsanstalt, under the terms of the law of 1927.
The 22 former state exchanges were supplanted by district labor offices
created under the new law. Most of the 883 local exchanges were in-
corporated into the 361 new local labor offices. They were absorbed
by the new organization, physical equipment and all, or else became
branch offices, meeting special geographical or occupational necessities.
Old exchanges were abolished where they overlapped. Some new ones
were set up. The existing equipment and personnel were utilized as
far as possible. ,

Branch offices of the local labor exchanges generally serve particular
types of labor." Women, apprentices, and professional workers may,
and, as often as possible, do have separate placement offices. The larger
the labor market in a given area the greater the possibilities for speciali-
2ation of the placement service. Offices to serve particular types of

* Such as workers in agriculture, the metal trades, the building trades, prepara-
tion of food, textiles, the paper industry, the printing industry, restaurants
and hotels, or domestic service.

85
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occupations are organized for district or inter-district as well as for
local purposes. The system is designed to remain flexible. New offices
may be established or old ones abandoned as requirements of the place-
ment service demand or permit.

The insured worker is expected to report to the employment exchange
in person when he loses his job.* If his community has a special place-
ment service for his type of labor, he goes there. He applies for work
presenting a written statement from his last employer. This gives his
occupation and wages for the preceding six months and the reason
for discharge.’

" The placement officer searches his file of available positions and
tries to secure work for the applicant in his own occupation. If nothing
is found in his locality, the weekly official register of available positions
is scanned. If something turns up elsewhere, he is likely to be sent
there.* He may have to take work within the distriet, or in fact, any-
where in Germany, if the position justifies the railway fare. If there are
no openings, if he is in good physical condition,’ and if he is not at
fault for losing his last position, he is given an unemployment card.
It is stamped for that day as evidence of the unsuccessful attempt to
provide him work. He is told to report again within two days." At
that time the register of positions is again scanned. If nothing is
found for him, his card is again stamped. The process is repeated
on alternate working days in the week until employment is finally
found for him.

After the legal waiting period following application to the exchange
the person becomes eligible to benefits, provided he has fulfilled all the
conditions. On the next Saturday he applies to the pay window of the
local labor office. He presents his card, which has been stamped ac-
cording to code, and draws the benefits to which he is entitled for that
week. )

If, however, he has lost his last position through fault of his own,
or if he has refused to accept the work offered, he is penalized by

2 He does not do so if other methods of securing work seem more promising
and if he does not wish to take immediate advantage of his claim to benefit.
His report to the exchange may not be made through another or by letter.

*If he has held more than one job, he must give evidence covering his last
six months of work.

*See p. 53.

*See pp. 52-54. An applicant may be required to submit to a medical
examination if there is doubt as to his physical ability to work. If he is sick, his
case falls within the province of the health insurance fund.

¢ Usually, but see p. 55.
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temporary forfeiture of benefits, though he must report regularly to the
exchange.! After he has had benefits for a fortnight, he may be given
employment upon public works, if they offer anything in his Line of
work. When he has received benefits for nine weeks, the positions in
private industry or in public works which are recommended to him
are not limited to his occupation. They must, however, be suited to
his physical capacity and training. If possible, they must not be detri-
mental to his subsequent occupational progress. If his work is highly
seasonal, he has to accept a position outside his trade before the lapse
of nine weeks. If he refuses work under any of these terms, he forfeits
benefits for four weeks.’

If all of his efforts and those of the exchange are unavailing, he
may draw benefits for 26 weeks." Then still another test awaits him.
He must prove that his income is inadequate for his support. If he is
granted emergency unemployment allowances, he continues the same
routine of regular reporting to the employment exchange. If this goes
on for 39 weeks, he is dropped from the eligibility list of that fund
also.™ His last recourse is charity. Even after applying there he is
expected to report regularly to the employment exchange, to accept
employment in private industry or public works if any is available,
and to prove his need of relief.

There are workers who apply to the exchanges because they wish
to change jobs. If a person already employed is better qualified for
a position on the list than any other applicant, he is recommended.
The number of such placements, however, is relatively small."

The employment service attempts to fill available positions with the
best qualified persons and to secure for workers places suited to their
capacities. It does not place a person simply in order of his application.
It does not automatically give preference to the unemployed or even
to recipients of benefits. However, it does take into consideration the
age, nationality, legal residence, previous war record, family status,
and duration of unemployment of the applicant, in so far as the state
of the labor market permits.

* The four weeks’ penalty may be reduced to two or extended to eight weeks.
Bee p. 54.

*The penalty may be reduced to two or extended to eight weeks.

*With the exception of seasonal workers in winter.

* With certain exceptions. See p. 57. The numbers of unemployed excluded
from standard benefits and from emergency unemployment allowances may
be judged from tables on pp. 119, 120.

* See p. 121.
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The exchange must observe absolute neutrality,” especially in wage
questions or in labor disputes. In case a legal trade agreement covering
wages exists, the placement office may only recommend people to posi-
tions that pay as much as the minimum wage. The exchange requires
employers to give notice of the beginning and termination of labor .
disputes, and empowers trade unions to do so. It may give information
concerning positions made vacant by strike or lockout only if the facts
of the dispute are told at the same time. It may not give special
attention to one employing or labor group to the neglect of others.
Special services to particular types of industries or occupations may
only be rendered through branch offices which are established for that
purpose.

The exchange also tries to combat unemployment. It authorizes pay-
ment of railroad fare to any place in Germany out of the unemploy-
ment insurance funds when acceptance of a job depends upon such
aid and the position warrants it.” It may pay a leader to accompany a
group of persons whom it is sending to another locality, if success in
placing them hinges upon their adjustment to the strange community.”
When it is not advisable for a worker’s family to accompany him to a
distant position, all or part of the additional family allowance granted
to an unemployed person of his status may be paid to his dependents
while he is employed away from home. The exchange may furnish the
worker with tools or other equipment and special clothing, when they
enable him to take a job. It may grant a supplement to his wage for as
long as eight weeks when he transfers to an occupation which requires
time for the acquisition of expertness.” It may help a person to take
vocational training or reéducation. It may do so by sending him into
. a regular class or into special short courses, specifically designed for
the unemployed.

The exchange may request the Reichsanstalt to limit placements
in a given region, in order to control bidding for seasonal agricultural

2 Question as to membership in an organization is forbidden, except when the
trade union has a legally recognized agreement in the community which the
employment service must respect in sending help, or when assistance is ren-
dered a private exchange that only handles labor for members of certain em-
ployers’ associations.

# This aid does not include round trip or commuters’ tickets.

“This policy is only adopted when there are no available workers in the
place where the jobs are open.

% Wages plus the additional allowance may not exceed the usual remunera-
tion for the job. The grant alone may not amount to more than one and
one-half the unemployment benefits which he last received.
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workers.” It may supervise the placement of German workers in other
countries and of foreigners in Germany. It may, in times of crisis,
require employers to report vacancies ™ or changes in personnel, when
so directed by the Minister of Labor.

The Reichsanstalt, in exercising its placement functions, supervises
and controls private employment agencies. Non-fee offices are allowed
to charge a nominal sum to cover bare costs of placement, but may not
show s profit. They may not receive support from any political party
or organization. They are required to report periodically, They may
be incorporated into the public exchange or closed when they duplicate
its services. New ones require permission before they may open. Fee
agencies also fall under the supervision and control of the Reichsanstalt.
They must report regularly until December 31, 1930, when they are
to be abolished. Their privilege to exist may be revoked before that
time at the discretion of the Reicksanstalt.

II. VocaTiONAL GUIDANCE

The placement section of the local, district, and central offices of the
Reichsanstalt is responsible for vocational guidance. Counsel must be
given with consideration of the person’s physical and mental qualifica-
tions, his interests, his family situation, and the state of the labor
market. It must be non-partisan and free of charge. Counsel to women
is to be given by women, as a rule. Wherever possible, special branch
offices for them are to be provided.

The vocational guidance service tries to reach as many young people
as possible. About four or five months before the end of the academic
year questionnaires are given to pupils who are planning to leave school
at the end of the term. They concern the young person’s choice of
occupation and are to be filled out with the assistance of parents or
teachers. Meanwhile, wherever possible, occupational opportunities and
requirements are presented in the class room, and special vocational

®To prevent dislocation of the labor supply in the communities which they
bave deserted and the increase of idleness caused by search of work without
sufficient assurance of a definite job.

* Only establishments employing more than five workers are included. 0nly
jobe held by members of the health or salaried employees’ insurance funds are
reportable. Agricultural workers and domestic servants are excluded. Open-
ings made available through strike or lockout are nct counted. Certain
districts or occupations may alone be covered. The power is not made use of at
present. The purpose of the Act is to gain the codperation of the employer
rather than to compel it. The clause has been carried over from the days of
demobilisation and stabilisation and is retained in reserve for possible use
in a erisis.

]
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lectures are conducted for pupils and their parents. In some localities
this vocational preparation is carried on with great activity and success.
‘There is need and demand for it, because industrialization has modified .
the former German tendency to have the child follow his father’s
occupation.

Actual vocational counsel is given in the local labor office, or branch
office. Vocational guidance within the school itself is strietly forbidden.
The school teachers do not possess special knowledge of the labor mar-
ket, and conflicting counsel is to be avoided. The well-developed voca-
tional office ** utilizes information which can be secured from the school
doctor. It may have a physician attached to its own staff.” It may offer
the services of the psychologist and psycho-technician. It has detailed
information concerning occupational opportunities in the locality and
at a distance, the requirements of the job, and the facilities for training.

The juvenile is advised to enter an apprenticeship wherever possible.
This usually lasts three years. The vocational office stresses the value of
apprenticeship in spite of the progress of industrialization and “ra-
tionalization.” It does so because it expects the demand for the skilled
worker to continue or to increase. The reason for this is that Germany
anticipates finding her markets through the production of many lines
of goods and of specialties that require a high degree of skill in their
manufacture.” Many types of industries are also finding apprenticeship
a valuable training for the semi-skilled. Even mass production calls
for certain numbers of highly trained workers.

During the period of apprenticeship, the vocational guidance office
exercises no control over the individual nor over the conditions of his
service. Some supervision is provided by various employers’ associa-
tions. These prepare tests of fitness which are to be taken at the end of
the period of apprenticeship. They sometimes invite the codperation
of the vocational guidance authorities in this task. In general, ap-
prenticeship seems to work well in the Jarge, well-managed concerns,
or in small communities where the young person is placed out to service

* Practice varies according to the needs and equipment of the locality.

* The physician is not called upon to examine the young person after place-
ment, or upon reapplication to the exchange when he changes occupation.
His medical supervision is then left to the industrial physician or to the doctor
attached to the health insurance fund.

~ ™% Rationalization ” in Germany does not primarily connote speeding up and

standardization of the product. In this process she generally assumes that she
cannot compete with the United States nor has she the markets to dispose of
her goods. The Germans say that “ rationalization ” may serve to create better
‘products rather than more of them. To this end, perfection of skill is as
important as elimination of waste, coordination of industry, or financial
coordination. In such a scheme it is anticipated that the need for skilled
workers will increase.
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with an individual master-worker. In small factories or shops, or in
those devoted exclusively to a few simple lines of goods, the master may
expioit the apprentice for two and one-half years and try to drive him
to qualify for the test in the six months remaining to his term of service.

The largest group of juveniles served by the vocational office are
those who leave school at the age of fourteen. Generally they are gradu-
ates of the Volksschule. Increasing effort is being made also to serve
pupils from schools of higher rank. Vocational counsel is given to
unemployed adults whose trades give promise of long-continued or
permanent over-supply of labor. It is estimated, on the basis of previous
experience, that at least 300,000 persons will annually request voca-
tional counsel from the public exchanges. About 40 per cent of the
hoys and 30 per cent of the girls who leave school are expected to apply.

The vocational guidance service cooperates with the schools giving
continuation and vocational reéducation courses.” These special classes
are developed to a high degree in some cities. They give post-appren-
ticeship courses for employed minors, and trade training to persons
who are out of work. Some opportunity for vocational reéducation is
provided the unemployed, though this program presents difficulties. If
it is highly euccessful and not carefully adjusted to demands of the
labor market, it may help to overcrowd another occupational field.”
This result is likely to occur in countries where loss of markets for
their products and long-continued, excessive unemployment have sup-
plied occupatione with labor to the saturation point.

The Reichsanstaltl supervises private, non-fee, vocational guidance.
Counsel is not so regulated when given by a technical or professional
association to prospective members of its own group. All other voca-
tional guidance is strictly controlled. Political party organizations are
forbidden to offer vocational counsel. Guidance for which a fee is
charged is prohibited.

I1I. UNIFICATION OF INSURANCE AND PLACEMENT

The unification of insurance and placement under the Reichsanstalt
seems to give fairly general eatisfaction. Most employers and workers
approve of the system because control rests mainly in their hands. The

*® In communities which provide the latter facilities.

® Little has been done in this respect in Germany, though the law of 1927
provides for vocational reéducation. The difficulties above suggested were
found in Austria, where the system of vocational reéducation was so success-
fully practiced that it was strongly opposed by the trade unions in some of
the occupations for which the persons were reéducated. Effort was therefore
directed toward promoting s higher degree of skill in the person’s chosen
vocation, .
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local governments are largely relieved of the financial burden of assis-
tance to the unemployed,” and therefore accept the arrangement.

Doubts, where expressed, have usually come from advocates of a
separate system of employment exchanges. Their argument runs some-
what as follows : Placement may be too deeply influenced by.the necessi-
ties of insurance. The employment service can only secure the em-
ployer’s codperation when it gives the job to the best qualified person;
but the insurance office wants to see its clients placed. This may result
in a clash between' the interests of placement and the immediate
demands of the insurance system. The insured person’s legal claim to
benefit may affect the character of applicants to the exchanges. A pro-
portion of them will look upon benefits as money owing them, and will
abuse the system, preferring insurance to work. Their number may
ot be large, but may be sufficient to require an attempt to discover
fraud. This may inject the detective spirit into a service designed to
serve the unemployed.

The upification of insurance and placement may, however, promote
efficiency in both. Reporting required for receipt of insurance should
tend to increase the numbers and types of workers available through
the exchanges.” As a result, the employers may come to use its services
with greater frequency. The number and varlety of positions listed
should therefore increase materially.

The answer is at present conceived to lie in the personnel of the local,
district, and central offices. It is believed that an adequate corps of
highly trained and experienced workers should be able to individualize
the problems of applicants for positions and thereby strengthen allied
services. It is expected that the use of case-work methods in all of the
work of the labor offices should raise it from mechanical routine to
constructive assistance. The problem is whether the German govern-
ment has the money and the vision to practice the policy of securing a
high-grade and adequate staﬁ to man the offices throughout the entire
nation.

B This is not wholly true, since they pay one-fifth of the emergency unem-
ployment allowances and since public charity must care for those who have
exhausted claim to assistance from unemployment funds. However, one
criticism made of the Act is that it does not sufficiently challenge the local
authorities to combat unemployment.

* Particularly with the elimination of the “ necessitous condition” qualifi-
cation.



CHAPTER IX
VALUE-CREATING UNEMPLOYMENT RELIEF

One outstanding feature of the Act of 1927 is the incorporation of
the previously established principles of productive unemployment relief,
whereby the effort is made to meet unemployment through work. Such
public works are designated as “ value-creating unemployment relief.”
Under the present system a person who would otherwise be receiving
unemployment benefits, emergency allowances, or public charity may
be given employment upon relief works, Support is therefore provided
from these three sources. The Reichsanstalt grants money (Grund-
firderung) for works that employ persons who are eligible to unem-
ployment benefits.!

When persons are given jobs on public works instead of charity, the
poor law authorities are expected to furnish the money.'

In addition to Grundfirderung, loans from federal and state funds,
(verstirkte Firderung)® may be granted to enterprises conducted by
municipalities under the supervision of the Reichsanstalt. They may

'See p. 35.°

* Work substituted for emergency unemployment allowances is supported
from the special funds allotted by the government and by the local authorities.
These two types of enterprises are under the supervision of the Reichsanstalt.
Shortly after the Act of 1927 went into effect the Retchsanstalt and the public
charitable officials came into conflict over the matter of jurisdiction over
relief works. The situation arose where certain individuals, who for a time
had been eligible for unemployment benefits and who were no longer entitled
to such aid, became necessitous and unprovided for. The public charitable
officials, upon whom the burden of their care fell, began to promote public
works on a larger scale than they had hitherto attempted. (See p. 40.) They
tried to spread work among as many persons as possible. Consequently they
employed those whom they assisted for a period of some months and then
laid them off to make room for others. The result was that a person so
hired for three or six months became eligible again for emergency allowances
or for unemployment benefits. According to the terms of the Act of 1927, how-
ever, a person or agency providing temporary employment designed to create
eligibility to unemployment benefita or emergency allowances must bear the
coeta of such amistance. To meet this issue executive orders, issued on March
29, 1928 (Reichagesetzblatt, Pt. 1, p. 126), allocate to the public charitable
sgencies the financial responsibility for public works that employ persons who
would otherwise require poor relief.

* Bee p. 35.

3
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be made if the Minister of Labor, the central office of the Reichsanstalt,
or a district labor office approves. They are allowed only in cases where
grants from unemployment funds amount to three marks per man per
day of work performed. The supplementary sum is expected not to
exceed 12 and may not under any circumstances exceed 15 marks per
man per day’s work. The loan must be less than 80 per cent of the
total costs of the enterprise. Repayment at interest is to be made
within 15 years.*

Grants to private enterprises are absolutely prohibited by the Act of
1927, Experience with loans fo private undertakings between 1920
and 1927 was so unsatisfactory that the only solution seemed to lie
in their abolition.

The person employed upon relief works has again the status of one.
engaged under the terms of free contract. There are exceptions, how-
ever. The task is usually limited to three months, though it may be
extended to six. The district labor office may fix an upper wage limit
or decide which one of a number of legally established wage rates shall
obtain. It must be able to do so, because the wage agreement for some
occupations may be substantially higher than that paid for similar
labor in the same locality. This is particularly true of unskilled work
in construction, where wages are relatively high because of the seasonal
nature of the task. The labor office must also have discretion in setting
rates for persons who are put to work at jobs which pay wages higher
than those to which they are accustomed. It would be an anomalous
situation if a man were able to increase his normal earning power by
employment upon relief works. Moreover, an unemployed person may
not refuse such a job because the rates are lower than those to which
he is accustomed for the same type of work.’

Pflichtarbeit, which is the work that may be required of the minor
in return for unemployment benefits or of the adult who is given
emergency allowances, is entirely separate from value-creating unem-
ployment relief. The main purpose of Pflichiarbeit is not the creation
of economic goods, but the physical and moral effect of regular perform-
ance of labor. It may constitute a test of willingness to work. It is
intended to be used as an instrument of control, discipline, training,
and maintenance of character and capacity to work during the period
of unemployment. For this reason it is limited to the juvenile and to

“The interest rate is usually 4 per cent, though, in exeptional cases, 3 may
be accepted.

*Even though he could decline it on such terms if it were offered by a
private employer.
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the person usually so long out of a job that he has exhausted his claim
to relief. It is carefully restricted to work which would otherwise not
be performed at all or not performed at that particular time. It
includes only enterprises that are designed to promote the common wel-
fare. It must benefit the persons assisted and be adapted to their ages,
health, and family circumstances. It must not hamper their prospects
for regular work or for subsequent advancement.

Choice of enterprises to use for Pflichtarbeit is difficult. Work that
is interesting and has occupational possibilities is likely to be carried
out under any circumstances. To assign a person compulsorily to such
a task would be simply to displace a laborer who would ordinarily be
hired through the regular channels.” Useless labor such as setting
juveniles to cleaning school windows that are immediately bedaubed
savors of the treadmill. Work that is too heavy or too monotonous loses
its educational character and may have the unfortunate result of
fostering hatred of labor instead of habits of industry.

Only a few cities have developed really successful methods of provid-
ing Pflichtarbeit. These communities have recognized that the main
purpose of the work is educational. They have carefully chosen,
planned, and supervised the enterprises, They have divided the unem-
ployed into fairly small groups and have kept juveniles and adults
apart. Boys have frequently been set to work to help public officials,
and girls have cared for children.

In Hamburg and Diisseldorf the unemployed juveniles are divided
into groups of about 15 or 20 persons and are placed under careful
leadership. Their most successful work has been grading and lay-
ing out recreation grounds and school gardens. The Berlin Home For
Unemployed Juveniles in the Prenzlauer Berg district has made con-
structive use of Pflichtarbeit by combining opportunities for work with
vocational training and recreation.! Attention to pedagogical principles
has been a contributing factor in success.

Throughout its entire experience in stimulating public works, Ger-
many has distinguished between those enterprises undertaken by the
unemployment insurance authorities, with or without inducement of
special loans, and those undertaken by the local, state, or national
government irrespective of aid from the unemployment funds. The
extent and effects of the latter are not known. It cannot be determined
how far they have been timed to meet crises of unemployment.

*Cases in point are street cleaning and repairing or the removal of snow.

' 8ee Magnus, Dr. Ema, Werkheime fiir Erwerblose Jugendliche; Deutsches
Archiv fir Jugendwoblfahrt, Berlin, 1927, F. U. Herbig.
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German opinion concerning value-creating unemployment relief de-
mands that the work be genuinely productive. At the same time it
must not encroach upon the field of undertakings which would be
pursued irrespective of any unemployment situation.

Enterprises may be genuinely productive although a private firm
cannot be found to conduct them. There are productive enterprises that
are not profitable.” Public works may comprise useful and necessary
undertakings' that cannot command the required capital’ To meet
this situation value-creating unemployment relief allows for productive
utilization of funds.

In practice, value-creating unemployment relief funds are not
granted to towns that can or will undertake the same enterprise without
assistance. To supplement in such cases would be to violate the policy
of granting aid only to such undertakings as are an extension of, or in
addition to, the normal program. A fine point of distinction arises in
trymg to determine whether a community should finance public works
by increasing taxes or obtaining loans rather than asking for grants
from the Reichsanstalt. Wherever possible it is highly desirable that
the community develop under its own inijtiative. On the other hand,
refusal of a grant may cause the town to borrow unwisely. This policy.
is particularly dangerous if the municipality has ﬁoated excessive post-
war loans abroad.

Not all types of enterprises lend themselves to the productive un-
employment rélief program. German experience has shown that they
should be limited to undertakings that utilize many people and spend
a comparatively small proportion of funds for materials. Wherever
possible they should stimulate production in private enterprise, thereby
furthering opportunities of outside employment. Under ideal condi-
tions they should not tie up capital for long periods of time because
the funds of the Reichsanstalf must be readily available for the unem-
ployed. They must meet the needs of many kinds of workers.

Value-creating unemployment relief has been most successfully con-
ducted in land reclamation and improvement, the draining of swamps,
the regulation and improvement of waterways, and the building of
dams. The disadvantage of these projects arises from their inacces-
gibility to the great cities, where the largest numbers of unemployed

* Building a road serving large traffic demands is a case in point.

®German towns, for example, have certain obligatory functions, among
which is that of supplying gas, water, and electricity. A locality may need gas
works and know.that it will have to build the plant within five or ten years.
It may, nevertheless, lack money to do so during a period of unemployment.
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are to be found. The value is consequently lessened when it becomes
necessary to provide transportation and shelter for the persons em-
ployed. Street and road making are also productive, if they serve to
meet the needs of growing traffic requirements. Their utility obviously
depends upon the degree of their subsequent use, and they are not
per se productive. Furthermore, on all of these forms of work it is
difficult to employ any appreciable number of clerical workers.

Building and construction enterprises, which are frequently recom-
mended, call for high expenditures for materials. The building of
dwelling housee a8 productive unemployment relief is not entirely satis-
factory because it usually does not create further opportunities for
employment. It also tends to tie up capital for technically unproductive
purposes for extended periods of time. Germany has separate funds for
financing the building of dwelling houses, so that this activity does
not generally lie within the province of the unemployment authorities.
How far the program of housing construction under these funds should
be reserved for periods of business depression, is difficult to determine.
When funds are available for this purpose it is questionable whether
the pressing shortages of domiciles should be prolonged in order to
make construction coincide with periods of business depression.

Homes for agricultural workers have been included in the plans for
productive unemployment relief because they help attract unemployed
Germans to farm work. It is to be noted, however, that the program
for their construction does not allow for intensive activity during
particular times of stress, but calls for even distribution of building
over a period of years. Moreover, the work is not reserved for the dull
winter season when construction lags. This gives rise to the question
whether the opportunities in this respect have been fully exploited.
It may nevertheless be true that the severe weather conditions during
the winter make it impractical to utilize productive relief to assist
building trades workers in slack seasons,

Germany is now beginning to experience difficulty in finding suitable
valus-creating relief works. During the eight or nine years in which
she pursued an active program of public works, the most obviously
appropriate enterprises have been completed. Relief works have played
an important part in giving impetus to a8 nation-wide program for
meeting unemployment. Whether they can continue to offer large
opportunity is doubtful. In some localities the program of public works
has well nigh caught up with the demand. Other cities that have
suffered excessive and long-continued unemployment have borrowed
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heavily for years for public works. In some cases they are so en-
cumbered with debt that they cannot or should not negotiate further
loans, even from the unemployment insurance funds.

Value-creating unemployment relief works cost more than unem-
ployment benefits. In the simplest type of public works—the improve-
ment of land for cultivation—only about one-third of the money ex-
pended goes for remuneration of the worker. His wages must be set
higher than his benefits would be, in order to induce him to work.
The enterprise, therefore, costs about four times as much as it would
to give simple relief to the same number of unemployed. In projects
requiring greater skill the outlay is higher.” The additional cost some-
times arouses opposition to public works. Criticism is bound to arise
when the undertaking seems unnecessary or is thought to lie within the
province of private effort.

Opposition to value-creating unemployment relief fails to take into
account the beneficial effect upon the individual who would otherwise
be unemployed. It is self-evident that almost any type of work is
better than idleness. Some go so far as to say that even the poorest
type of task is preferable to insurance benefits without work.  Employ-
ment upon public works is a good test of the individual’s willingness
to labor." It should help to maintain his morale and his working capac-
ity. Where unemployment is of long duration, therefore, value-creating
unemployment relief works are considered highly useful even though
the expenditure per individual far exceeds payments for benefits.

Steady, full-time employment on public works for 88 long as three
to six months gives positive assistance to the unemployed. Unless a
person is released for a position in private industry, he should probably
not be discharged from. public works in less than three months. How-
ever, it is better to release him before he has worked three months in
order to make room for others, than to stretch occupational opportuni-
ties by unduly short shifts or brief tasks. Employing fewer persons
full time and paying them off is preferable to splitting up a day’s job

© See Syrup, Arbeitsmarkt und Arbeitsmarktpolitik in Deutschland, p. 32, in
38 Sonderheft zum Reichsarbeitsblatt.

2 For example, during the first quarter of 1928 Bavaria offered employment
upon value-creating unemployment relief works to 1,153 people. Of this
number, 178 worked for a considerable period of time, 436 refused to work, and
the rest kept the positions for a short time. The savings in benefits resulting
from their denial to persons refusing to work was estimated at 100,000 marks,
while the Grundférderung, for these works required 42,000 marks. (From
Mleineck, Clara, “ Aus der Reichsanstalt fiir Arbeitsvermittlung und Arbeits-
losenversicherung,” Soziale Prazis, 1929, XXXVIII, p. 283.)
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among several people. Too great discrepancy between paid working
time and daily effort expended in reaching the job, and in waiting one’s
turn frustrates the purpose of productive nnemployment relief.

Value-creating unemployment relief can meet the problems of but
8 small proportion of those who are out of work. At the end of August
of 1928, only 5.6 per cent of the applicants to the exchanges were em-
ployed in value-creating unemployment relief works, while 90 per cent
were unemployed.” Therefore, if it appears that the period of unem-
ployment for an individual is to be comparatively short, insurance
benefits seem preferable to public works. Productive unemployment
relief may then be reserved for those who are long idle.

The worker may present obstacles to the valuecreating unemploy-
ment relief program. If he has been unemployed for some time he may
have lost his habits of industry. The temporary and practically com-
pulsory nature of the work does not offer incentives comparable to
those in normal employment. The worker’s dominant motive may be
to make the task last as long as possible. If he is unaccustomed to the
work, his performance is bound to be lower than that of an individual
who is trained to the task. If he requires special clothing or tools they
add to the costs of production. The work must be suitable to the physi-
cal capacity of the person employed. People accustomed to indoor occu-
pations cannot be expected to perform satisfactorily heavy outdoor,
manual labor. If the person fears that the task will unfit him for his
trade or calling or lower his occupational standing he approaches it
with indifference or resentment.”

Despite the effort to avoid the situation, the attempt to give the
worker acceptable wages and conditions of labor may create difficulties.
A man who is employed on relief works at the trade agreement rate
may prefer them to his previous occupation, if wages in the latter are
lower. Unless precautions are taken the higher rates on nearby land-
reclamation projects designed for the unemployed may attract the more
poorly paid agricultural labor away from the farms. In such enter-
prises, townspeople are preferred because unemployment is worst in the
cities. Also, one objective in land reclamation is to induce some of the
urban workers to remain in the country after their employment on relief

™ The other 4.4 per cent were trying to change their jobs.

#It has been suggested that public works hire a certain proportion of their
{abor on regular contract. Mixing them with the unemployed might strengthen
the morale of the latter. This has not been attempted and is not permitted
by the Act.
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works is over. Some of the workers on these projects, however, are
taken from the district, and it is difficult to return them afterwards
to farm work. .

The limitations of the conventional program of public works do
not, however, prevent extension of the principle and funds of value-
creating relief works. Accordingly since the inauguration of the Act
of 1927 the funds and efforts of the Reichsanstalt have been directed
toward relief of unemployment among technical and professional
workers. Comparatively small sums loaned to the Actors’ Codperative
Society to assist in financing presentation of plays by actors without
engagement and to the Society of Federated Engineers to help to
employ in research otherwise idle members have brought results out -
of proportion to expenditures. Furthermore, the program of public
works is looking toward state and national planning of all public
enterprises and codrdination of production. It is hoped in this way
to eliminate seasonal and partly to meet cyclical and technological
unemployment. This planning tends ultimately toward codrdination
of public and private enterprises.

The cost of value-creating unemployment relief in comparison with
private enterprise is difficult to determine. Data are meagre, but per-
sons who are in a position to give opinion doubt whether the costs
exceed those of the average private establishment of similar nature.
There is probably special expense in the high labor turnover. Yet the
more nearly value-creating unemployment relief reaches its goal, the
greater will be the turnover. The aim is to stimulate employment and
to return the person to his own occupation as speedily as possible. The
measures of success are not the same as those of private undertakings.
Against the cost of such works must be balanced not only the test of
willingness to work, insurance benefits saved, enterprises actunally car-
ried out, and economic goods created, but such imponderables as assis-
tance in revival of the labor market and conservation of labor power
and morale.



CHAPTER X
FINANCIAL ASPECTS

The high rate of unemployment in Germany creates a serious prob-
lem of financial support for relief measures. An effective system.of
assistance to the unemployed must make adequate provision for funds
The main support of the unemployment insurance systemn has been
delegated to industry by the Act of 1927; but the state has an im-
portant interest in the financial soundness of its administration. The
sources of these funds and the uses to which the money is put illustrate
the problems of provision for unemployment assistance.

Sources of Income. The Reichsanstalt began operations on October 1,
1927, with 107 million marks, or about $27,000,000 left from the
reserve fund created under the unemployment relief orders of 1924.
During the first year of operation it received 828 million marks,’ or
$207,000,000, as shown in the table on page 82. Of this sum, nearly
798 million marks, or almost $200,000,000, were contributed by em-
ployers and workers as 3 per cent of wages. A further 30 million marks,
or over $7,000,000 came from miscellaneous sources, mostly from re-
turns on loans to value-creating unemployment relief works.

The $27,000,000 to which the Reichsanstalt fell heir was not in-
tended for current expenditures, but was to be kept as part of the
national reserve fund. This reserve was to be strengthened through
allocation to it of a definite proportion of the 3 per cent contribution
of wages.! It was expected to attain sufficient size to insure at least
600,000 unemployed for three months, & condition which required a
minimum of approximately 145 million marks, or slightly more than
$35,000,000.*

! See pp. 26, 27.

* Exclusive of funds contributed by the federal governtent and the states
for value-creating unemployment relief works.

*The decision that 3 per cent of wages could meet current expenses and
care for the reserve was determined as a result of the survey of July 2, 1926.
The rate was increased temporarily and then permanently by amendments of
December 27, 1929 and April 28, 1930,

*Bee Weigert, O., Kommentar, p. 353 and report to the Sachverstindige
Kommission p. 84. The former estimate of average monthly expenditure per
unemployed person was 75 while the latter, made after two years of experience,
was 80 marks.
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INcoME AND ExPENDITURES of UNEMPLOYMENT INsuraNCcE FuNp, Ocroser 1, 1927-JaNuary 1, 1930, Wrra CoNDITION OF THE
NaroNan Reserve Funp aND Specia EXPENDITURES FROM THE NaTIONAL TREASURY*
(In millions of marks)

. Expenditures from
Income ® from Expenditures for Unemployment Insurance the National
Net Amount Treasury for
Carried inthe |___
Forward | National .
Month Contribu- to Reserve Emer-
tions of Miscel- Unem- | Measures | Special . National | Fund on Special gency
Employ- laneous Total Adminis- Joyment |0 Prevent | Grants to Total Reserve | First Day | Relief to Unem-
ers and Sources tration ¢ pBg;neﬂts Unem- | Seasonal Fund ¢ | of Month | Seasonal | ployment
Workers ployment { Workers © Workers ¢|  Allow-
ances f
1927: .
October ., 51.56 1.7 59.2 5.6 19.8 1.7 7.0 82.2 107.4 % 7.8
November 64.9 1.7 66.6 5.1 20.4 2.6 - 87.1 29.56 121.7 10.1
le)secember . 68.4 2.2 70.6 7.1 78.1 2.1 -—_ 82.8 -11.7 148.2 — 15.2
January 64.9 2.9 67.8 7.4 106.1 1.6 —_ 116.1 -47.8 147.5 -— 16.1
February .. 62.1 2.2 64.8 8.8 99.8 2.1 - 108.7 -44.4 89.1 - 15.6
March ..... 87.7 2.4 70.1 7.4 101.8 4.1 — 112.8 -42.7 47.9 - 10.9
61.6 6.6 67.1 6.7 64.4 4.1 -—_ 5.2 -8.1 11.8 - 19.8
66.6 1.9 67.5 6.5 50.6 8.1 - 60.2 7.8 1.9 - 11.1
70.9 2.0 72.9 8.7 48.7 8.6 - 659.0 18.9 10.2 - 10.2
. 69.7 2.5 72.2 7.0 42.8 8.8 - 52.8 19.6 27.2 - 1.6
August ... 78.9 2.9 76.8 8.6 4.6 8.8 - b4.8 22.0 47.1 - 7.0
September .. 70.6 2.8 78.1 7.9 45.6 4.8 - 57.8 15.8 70.1 — 7.4
October 76.9 1.2 78.1 8.6 45.8 3.0 - 54.9 23.2 118.8 - 7.8
November .. 78.9 0.9 . 74.8 8.9 86.7 8.0 - 76.6 -1.8 97.1 — 8.1
9g;eembex' . 65.9 0.9 66.8 7.8 104.8 2.8 — 118.9 -47.8 50.2 - 9.0
January 75.8 1.8 76.9 8.8 162.0 2.6 1.6 174.4 -07.4 -20.8 5.9 10.9
February 60.8 0.9 81.6 8.5 121.6 2.2 10.2 142.5 -81.0 -105.5 40.7 11.2
March ..... 66.8 0.2 66.8 9.4 119.0 2.4 11.9 142.7 <75.9 -219.8 57.0 17.1
April . . 638.7 1.4 65.1 12.9 117.6 8.7 2.6 186.7 -71.8 -266.6 0.8 13.1
May .. 68.1 0.1 68.2 7.9 79.0 1.8 0.1 88.8 -20.6 =285.0 - 0.4 16.1
June e 70.7 0.1 70.8 8.1 58.6 8.2 0.05 69.9 0.9 -272.5 0.2 16.8
July ....... 78.4 0.4 78.8 8.9 68.0 5.0 0.02 7.9 8.9 ~257.8 0.1 16.2
Auguat ..., 78.1 0.7 78.8 7.8 60.8 4.1 0.02 72.2 6.6 -240.5 0.08 18.0
September .. 74.9 0.4 75.8 8.4 57.2 4.1 0.01 0.7 5.6 ~234.4 0.04 12.8
October ... 82.1 0.1 82.0 8.7 66.9 4.0 0.003 9.8 2.4 -226.4 ' 0.02 18.6
November .. 7.2 0.2 L T7.4 0.4 82.0 8.1 0.008 94.5 -17.1 ~249.1 0.02 14.0
December .. 72.3 0.2 2.5 9.7 1.0.1 8.8 0.001 123.6 1.1 -818.9 0.004 14.9

* Reichsarbeitsblatt, 1929, No. 8, II, pp. 82, 88 gives data for first year. Subsequent reports published in the same magazine usually two months
afterwards on 25th of the month,
b Exclusive of sums granted for emergency unemployment allowances, subsidies made by the national government and the states for value-creating
mpl t relief or ial relief to 1 workers paid from the national treasury.
€ Minus sign indicates an excess of expenditures over i '
@ Including administration of emergency unemployment allowances and of value-creating unemployment relief.
© One-fifth was met by the Reichsanstall and four-fifths by the national treasury. Grants were only made for 1929,
f From funds contributed by the public treasury to emergency rﬂiel. None of this money is contributed by employer or worker.
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To provide elasticity in flow of income® the law allows reduction
of rate of contribution in districts showing a favorable balance after
adequate reserves are assured to the Reichsanstalf. Reduction in rates
is only allowable in districts which have piled up a surplus for three
consecutive months. The more favorable terms are expected to en-
courage efficiency in the administration of unemployment funds, This
policy is viewed with apprehension in some quarters. Some fear that
instead of stimulating careful management of unemployment funds,
it may promote unwise economies in their distribution.’

Reduction of rates is limited to districts and is intentionally not ex-
tended to individual employers or special industries. Germany is of
the opinion that gradation of contributions according to the risks of
industry produces negligible results in controlling unemployment. It is
admitted that such a policy might help to regularize certain types of
seasonal unemployment or stimulate employers to discover and practice
schemes for stabilization within their own establishments. Gains in
one plant, however, are thought to be made largely at the expense of
increased fluctuations in employment in other establishments, as long
as the problems of trade fluctuations remain unsolved. A sliding scale
of contributions is considered futile to stem the tide of unemployment
arising from technological changes in industry.” The attempt to grade
contributions in order to induce the employer to eliminate or reduce
unemployment is thought to result from fallacious analogy between
unemployment and industrial accident. The latter is an exact event
the cause of which can be traced with comparative ease and can be sub-
jected to mechanical control. In addition, the accounting and adminis-
trative costs incidental to an attempt to grade contributions according
to risks are deemed prohibitive.

The Act of 1927 did not provide for increase in rates of contribution
beyond the 3 per cent level. If the income and the reserves failed to
cover necessary expenditures, grants to the unemployment fund were
to be allowed from the national treasury. Such an arrangement was
feared on the ground that it would transfer partial control to the
Ministry of Finance and would thereby shift emphasis from a gystem
of insurance to the more meagre policy of relief to necessitous unem-

*Bee p. 49.

*The question is as yet hypothetical, since the required national reserve
fund has not yet been maintained over a 12-month period.

' In 1921 the German miners requested that they be excluded from a system of
unemployment insurance on the ground that they would never have a poor

market for their product and would consequently never experience un-
employment.
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ployed. For this reason the Reichsanstalt had every incentive to try
to make the plan work on the 3 per cent contributions.

During the fall of 1927, total income exceeded expenditures. The
reserve rose to 148 million marks. By January of 1928, the situation
“was reversed. The expenditures for the first three months of that year
were more than the income." By May the reserves had dropped to a
little over a million marks. Then the fund increased until it reached
163 million marks by the end of October. -After that it fell sharply.
Only the summer excess of income over expenditures made it possible
to carry the unemployment insurance system over the winter peak of
unemployment. The heavy, recurring demands of the winter season
had kept the fund drained of a stable reserve. This situation forced the
issuance of special, temporary orders to meet the particular problem
offered by the seasonal worker.’ '

Ezxpenditures. Expenditures for the first year of operation of the
Act of 1927, exclusive of grants for value-creating unemployment
relief, amounted to 980 million marks, or about $245,000,000. An
additional 122 million marks, or $30,000,000, was granted from the
Reichsanstalt and the national treasury for public works. The total
sums expended for the unemployed during the year exclusive of state
grants to public works, therefore, amounted to $275,000,000. This
money was spent as follows: * -

Percentage
of total
Use for which spent expenditure
Unemployment benefits ...........ciiiviienninanrneanen. 57.89
Maintepance of contributions in other social insurance

funds ....oiiiiiiiiiciiireeriaieae renersenenes 7.80
Benefits to the partly employed worker................. 0.12
Grants for the purpose of creating employment oppor-

BURILIES . .eiieiiiiiiniiieiieiia et eriaracaneraneeanae 1431
Emergency unemployment allowances.................... 12.57
Administration .........icieiiieiieitiiciitersisanrnerae 731

Total .evvevricrrieereonecnneneeanenesoncasnnaas 100.00

Of the total amount expended, 842 million marks or over $210,-
000,000 represented contributions of employers and workers and were
paid out for unemployment benefits, preventive measures, and adminis-
tration.

* Although as complete returns as possible are secured for each month,
there is often delay in forwarding funds or reporting expenditures, so that
the monthly balance is not so important as that for a season or a year.

°See pp. 98-101.

¥ Reichsarbeitsblatt, 1929. Beilage zum No. 6. Erster Bericht der Reichs-
anstalt fiir Arbeitsvermittlung und Arbeitslosenversicherung, p. 56. -
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Ezperience during the second year of enforcement of the Act was
less fortuitous. A long winter with weather in January and February
of a severity unknown for decades augmented unemployment. The
ground was solidly frozen. Outdoor employment was crippled. Short
age of coal necessitated curtailment of industrial operations. The
buying power of persons thrown out of employment was reduced and
the falling off of demand for goods cut employment opportunities
still further. The situation was accompanied by a cyclical depression
caused in part by uncertainty as to outcome of discussions of the
Young Plan. Over three million persons applied to the exchanges for
work. Two million six hundred thousand persons received unemploy-
ment benefits or emergency unemployment allowances during the
least favorable month. In consequence the reserve fund began to
decrease in November. By the first of the year the Reichsanstalt had
to borrow from the national treasury.” By the end of May it had
borrowed 275 million marks or over 65 million dollars. Not till June
did income rise above expenditures. Even then the favorable balance
was small. In November it was again necessary to borrow and by
December the total debt of the Reichsanstalt to the national treasury
had reached 318 million marks or nearly 80 million dollars.

This experience forced a reézamination of the entire unemployment
snsurance system, Revisions which might otherwise have taken years
were demanded immediately. The Reichsanstalt conducted a compre-
hensive statistical study of the operation of the law. An expert com-
mission called together the next summer, with some of the findings
of the investigation already at their disposal, considered ways and
means of improvement. Discussion centered around increasing the
efficiency of the system, making contributions cover as many cases
entitled to unemployment insurance as possible but eliminating grants
to unqualified persons and preventing abuse.

Experience with two years of operation of the law had brought out
one hopeful financial condition. Contributions from employer and
worker had brought in more funds than anticipated. They were
sufficient to care for 800,000 persons monthly throughout the year
instead of 700,000 as previously calculated, although benefits averaged
80 instead of the previously estimated 75 marks monthly per person.
Contributions amounted to over 850 million marks, or 210 million
dollars, in the year 1928-29. Since that was a year of depression,

® In spite of curtailment of benefits to seasonal workers.
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income from this source was conservatively estimated at 840 million
marks annually. However, the anpual deficit for 1926-1929 had aver-
aged 279 million marks, that for 1928-29 exceeding 330 million and
for 1929-30 reaching 335 million. “The deficit was due to the fact that
unemployment during the three years had exceeded expectation. In
fact, it had averaged 1,143,000 ® a month instead of 700,000.

The problem was how to increase income or cut expenditures. Sug-
gestions for increasing contributions of employers and workers were
based on the fact.that there had been little experience upon which to
-form estimates. Previous to 1924 inflation of the currency and, during
that year, stabilization and the changed financial basis of unemploy-
ment relief had made data useless for subsequent calculation. The
year 1925 was comparatively favorable, while 1926 experienced unem-
ployment to a degree previously unknown. The 3 per cent figures
therefore had been calculated from the best estimates available.

In 1927-28, however, benefits * amounted to 725 million marks, or
$180,000,000. They required 58 per cent of the total outlay or 85 per
cent of the contributions of employers and workers. With this sum
standard benefits were paid to 80,000 persons * during the most favor-
able month of the year, and to 228,000 during the least favorable.” In
1928-29 benefits cost 325 million marks or 80 million dollars more
than in the preceding year and amounted to 1,051.5 million marks.

20Of this number about 900,000 were non-seasonal workers and 200,006 were
seasonal. The seasonal workers numbered 800,000 a month for three months
or averaged 200,000 a month throughout the year. (Die Verhandlungen der
Sachverstindigen Ko Sst P. 85)

3The German system varies from pure insurance in (a) the variations of
benefits between its wage classes, and (b) the supplementary allowances for
dependents. The gradation of benefits from 75 per cent of the representative
wage in the lowest to 35 per cent in the highest wage class has two purposes.
It aims to offer maximum assistance to workers in the lower wage classes
compatible with maintenance of their incentive to work. It scales down the
proportion of benefits to wages in the higher wage classes in order to reduce
costs. A higher rate in the upper wage classes is expected materially to increase
costs and is therefore opposed by workers and employers. Supplementary
family allowances recognize legitimate family demands. They are granted
by other social insurance schemes.

“Data concerning recipients of unemployment benefits may be found by
referring to Appendix A.

B At first benefits were payable to these persons for periods of time ranging
from a few days to a year. However, after July 15, 1928, the time was
limited to .26 weeks within a 12-month period. The allowance of thore
than 26 weeks of benefits was granted as a transition measure to those
who were carried over from the unemployment relief system. The recipients
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Ezpenditures for preventive measures comprise the second item in
the budget. For this purpose 36 million marks, or about $9,000,000,
were spent out of the contributions of employers and workers during
the first year of operation of the law. The sum was slightly increased
the second year. Compared to the total expense of the unemployment
insurance system this item was small. Economy lay in its increase
rather than curtailment. The schemes were so numerous and of such
wide variety that they were not tabulated separately. For the most
part they entailed granting small sums to persons whose ability to
secure a job depended upon some slight, special aid. They involved con-
siderable individualization of the applicants.” They included grants
from insurance funds for value-creating unemployment relief works.”
All of these benefits and miscellaneous services were available to the
unemployed person from contributions comprising 78 per cent of the
weekly wages bill of the insured.

Administration comprised the third stem of expense. For this pur-
pose 80 million and 101 million marks respectively were paid out in
the first and second years of operation of the Act, This money pro-
vided for the local, district, and central offices of the Reichsanstalt. In
addition to the administrative work involved in paying benefits, the
money covered the costs of placing from 462,000 to 665,000 persons
monthly.” This sum provided vocational counsel for about half a

of these $180,000,000 fell mainly within the fourth to eighth wage classes.
The three lowest groups comprised less than 10 per cent of the total.
They were mostly apprentices and women home workers with few depen-
dents. The ninth wage class included 8 or @ per cent of the monthly quota.
From 12 to 14 per cent fell within the two highest categories. About one-
third of the women aided were in the three lowest wage classes and three-
fifths within the first four. Classes one through five included about four-fifths
of the women and less than one-fourth of the men. Between 6,000 and 8,000
partially employed workers were aavisted from these funds during specific weeks
for which we have record. Their benefits were scaled according to the number
of days lost. As the table on p. 84 shows, the sum granteq partially employed
workers was not relatively great. However it represented a genuine gervice to
those individuals.

* For description of preventive measures see pp. 68, 104, 105.

¥ Grundjorderung. Bee p. 35. Loans granted through verstirkte Forderung
did not come from unemployment insurance funds, but from the national
treasury and the states. .

Persons employed upon value-creating unemployment relief works are not
included in statistics of recipients of unemployment benefits,

* See pp. 121, 122
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million people.® It also included creation and management of pre-
ventive measures and of value-creating unemployment relief. It cared
for administration of emergency unemployment allowances.

Administrative expenses were around 7 per cent of total expendi-
tures for the unemployed for the first two years of operation of the
Act. They were a little above that rate the first and below it the second
year. This rate compares favorably with the English system, in which
expenses up to 12.5 per cent of its annual income are to be borne by
the unemployment insurance fund,” and all above that amount are
carried by the state. The favorable comparison with the British stand-
ard is partly due to Germany’s utilization of the health insurance
system for collecting contributions and also to the inclusion of a large
program of public works in the total figures.® The English system,
however, does not support the placement or vocational guidance
services.

The expenses of administration may be expected to become fairly
stable. The proportion to total costs should ultimately vary with the
outlay for benefits and emergency unemployment allowances and for
preventive measures. A high percentage of expenditures devoted to
administration may represent good guidance and placement, the elim-
ination of needless unemployment, or favorable business conditions.”™
High administrative expenses, per se, do not indicate favorable labor
conditions; neither do they offer a clue to efficiency in management.

® Data for the year ending June 30, 1927, showed that 426,092 persons sought
vocational counsel at the public exchanges during that year. Of these, 169,672
were placed in positions; 155948 were apprenticed; 12,454 were guided into
vocational schools; and 1,270 continued in high schools. During the next years
the numbers increased, but 1929 showed the effects of the lowered war-time
birth rate. Reichsarbeitsblatt, 1930, No. 12. Supplement, pp. 38-39.

* Great Britain, Report of the Unemployment Insurance Committee, 1927,
Vol. I1, p. 2.

21f funds for valuecreating relief works contributed by the national
treasury be excluded, administrative costs for the year 1927-28 total 85
per cent.

2 The rise and fall of administrative costs in proportion to total expenditures
is apparent in the recent data on unemployment relief. In 1924, when there
was much unemployment, administrative expenditures were 9 per cent of the
total budget for unemployment relief. In 1925, a more favorable year, they
rose to 116 per cent. In 1926, when the number of assisted unemployed ex-
ceeded two million persons in one month, administrative expenses dropped to
4.6 per cent of total costs. The return of better conditions in 1927 caused them
to rise to 8.6 per cent. They dropped in 1928-29 to 6.8 per cent, falling no lower
because of the excessive burden of work placed upon the labor offices by the
volume of unemployment.
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There is no logical reason why 3} per cent of wages should cover
unemployment insurance.® Unemployment insurance is simply the
latest comer in the field and must bear opposition toward increasing
the total bill for social insurance. Therefore the Reichstag again
amended the Act in April, 1930. It granted an annual subsidy, to be
fixed each year. It gave 200 million marks for 1930, with possibly 30
millions more. It stipulated administrative revision. It authorized
loans when needed, but only upon condition of further revisions to in-
sure repayment. Loans before April, 1930 were not to be repaid.

The direct financial burden of unemployment upon the state does
not stop with aid to the unemployment insurance funds. Emer-
gency unemployment allowances™ cost the national treasury 138
million marks, or about $34,000,000, in 1927-28 and 148 million
marks, or $37,000,000, the next year. The local political units paid
one-fourth a8 much more, or 8} and 9 million dollars. Emergency
unemployment allowances were originally considered temporary mea-
sures, but they have been granted regularly since their inauguration
in 1926. When the Act of 1927 went into effect allowances were
limited to 13 weeks. Later they were extended to 26 aad then to
39 weeks. The crisis of 1928-29 ghowed that these allowances would
have to be continued as long as unemployment remained widespread.
At that time, however, the occupational groups eligible to assistance
were restricted by executive order. The duration of grant remained
39 weeks except that workers over 40 were to receive aid for 52 weecks
if necessary. In addition to emergency allowances the national {reasury
paid 105 million marks, or $25,000,000 during 1928-29 for special
winter relief to necessitous seasonal workers who had exhausted claim
to their six weeks’ benefit.”

® Health insurance in Germany costs 6 per cent.

*™ These funds were granted to between 80,000 and 225,000 unemployed
people monthly and to their dependents numbering from 90,000 to 274,000.
During the first year, from 31,000 to 247,000 of the persons receiving emergency
unemployment allowances had worked 13 but less than 26 weeks in the previous
year. The others had exhausted claim to benefits. From 8,000 to 21,000 of those
who would otherwise have received emergency allowances were employed
each month upon value-creating relief works. Between 2,000 and 12,000 were
set to work upon Pflichtarbert.

* This was four-fifths of the expenditure for this form of relief. The other
fifth came from the Reichsanstalt. In addition, the national government spent
137 million marks, or $34,000,000 for public works during the first 18 months
of operation of the Act. This sum was matched by the states.
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In order to tut ezpenditures for insurance, rules for paying benefits
were revised.® The scope of the law was somewhat restricted. Rules
governing eligibility and waiting period were made more severe. Bene-
fits for certain groups were reduced. Rates for insuring unemployed
persons in other forms of social insurance were cnut. Measures were
taken to reduce and more severely to punish misuse of the law. The
resulting economies were estimated at 100 million marks annually.™
Further savings are expected as a result of executive orders following
the amendment of April, 1930.

Even with drastic limitations in scope or extent of benefits and ad-
-ministrative savings resulting from constantly improving personnel,
however, experience arouses skepticism concerning the adequacy of 3}
per cent of wages to meet expenditures for unemployment under exist-
ing industrial conditions. Whatever industry, through the employer
and worker, cannot be induced to bear the state must carry. State aid,
however, introduces a principle at variance with the original intent of
the Act and with the entire scheme of German social insurance. The
necessity for renewing and determining the amount of the public grant
each year and the stipulation that further aid in the shape of loans be
accompanied by reorganization of the system to ensure repayment in-
troduces the possibility of further modifications. When consequent
changes mirror broader experience they can be of constructive valae
in control of or compensation for unemployment. Should they result
from modification of principle they may jeopardize the system. Since
return to the wasteful and disorganized methods of meeting unemploy-
ment that obtained before resort to national insurance is unthinkable,
the question must be continually reopened until adequate financial
basis is assured. '

*By amendment of October 12, 1929, passed after the expert commission
had thoroughly discussed these problems and by executive orders following
the amendment of April 28, 1930. See pp. 50-58 for amended provisions,

 Reduced rates to the higher paid seasonal workers during the winter were
expected to save 21 million marks; longer working period required before first
establishing eligibility, 16 million; change in the waiting period, 2 million;
calculation of pensions as part of unemployment benefits, 8 million; reduced
contributions for health insurance, 30 million; prevention of misuse of the law,
20 million. (Estimates of Dr. Bernhard Lehfeldt in Beilage zum Reichsarbeits-
blatt, 1929, No. 30, pp. xi, xii.)



CHAPTER XI
UNIFICATION AND AUTONOMY

The Reichsanstalt, created by the Act of 1927, differed from estab-
lished governmental bodies in its unity and autonomy. From the local
labor office to the Berlin headquarters it was to be unified, but not
centralized. The former method was held to provide local and district
organizations with adequate power and responsibility for the tasks
within their province and to leave to the central office matters of inter-
relationship and the general formulation of policies. Centralization
was not desired for fear of endangering the initiative of local bodies.
Also excessive power was not to be given to persons who were divorced
from contact with actual placement and payment of benefits. Auton-
omy was to be secured through independence of local or state political
units. Districting was to be purely functional.

This unified and autonomous mechanism seems to be operating with
s minimum of internal friction. The administrative committees, the
salaried executives and employees, and the boards of reference of local,
district, and central offices appear to be working efficiently and to be
cooperating. Representatives of employers, workers, and the public
take their tasks seriously. Working relationships with other organiza-
tions, however, offer interesting problems.

Functional relationship between unemployment insurance and the
placement service has been secured by integrating the two. While
doubt has sometimes been expressed concerning the benefits of the
union with the employment exchange,’ it is generally believed. that
the placement service is actually strengthened by fusion with the in-
surance system.” Certainly every policy that enlarges the contacts of
the exchange increases the demand for its services by both workers and
employers. Undoubtedly unemployment insurance profits from the
alliance.

*It has mostly arisen in highly developed local units, which bave found it
difficult to become a part of a federal system and to adjust themselves to
different administrative procedure.

*This seems to agree with the English experience, although the British
system of cooperation between insurance and placement is less close than in
Germany.

91
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Successful working relationships have been achieved with the other
forms of social insurance.! Economy and simplification of procedure
result. The older forms of social insurance are accepted. Registration
in the unemp'loyment insurance fund is probably, therefore, fairly
complete. Evasion is difficult when all funds are so closely co6rdinated
that a central registration system virtually results.

The system also reduces the cost of collecting contributions. When
a person is insured in the health and unemployment insurance funds
his employer sends payments for both simultaneously, thus minimizing
clerical work. Duplication of benefits is also practically eliminated,
-and with it much of the possibility of receiving assistance in excess of
the amount stipulated in the unemployment insurance law." This fact
materially reduces the temptation to remain idle and to draw benefits.
All of these economies represent savings in administrative expenses and
more efficient service, '

*The scope of unemployment insurance has been determined on the basis
of the occupational classifications for membership in the health and salaried
employees’ systems. The classes are not identical, for unemployment insurance
comprises only about four-fifths of those insured against sickness,

The extent of the system of social insurance may be seen from the figures
below showing membership in the various types of social insurance in Germany
in 1928. Deutsche Sozielpolitik, 1918-1928. These give the membership of
the different funds, but pot the data relative to dependents who are cared for.
The statistics in many cases overlap, as one person may be insured against
sickness, unemployment, accident, and old age.

Number of
persons insured
Type of insurance - (in millions)
Aceident ...cciveiiiiiiiiiiiiiii ittt .. 266
Invalidity and old age....... eaaas ereeeteranrnaaaa, vee.. 180
Sickness ......c......0 e eaeeees ftetreeecerateeenaenaa, 200 |
Miners' .......ciieennnnn . 0.7
Salaried employees’ ; 30
Unemployment .......... e eei e e eiaaa e et e, 172

The services ‘which the insurance fund offers to workers and their families
are extended t6 approximately 60 per cent of the total German population.
(Syrup, Arbeitsmarkt und Arbeitsmarktpolitik in Deutschland, p. 11. 38 Sonder-
heft zum Réichsarbeitsblatt.) -

*In the German system, a recipient of unemployment insurance is not
entitled to other forms of social insurance and vice versa. This is not true
in England. As a'result the latter country has experienced difficulty because a
person may draw benefits from several different funds. It is therefore nearly
impossible for the state to check the amount of a person’s income or his need
of benefits. Germany thinks that a more constructive policy lies in making
adequate payments through a single insurance channel than in paying out
sums from several different and uncodrdinated sources.
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Codbperation on the part of the insurance funds also serves the un-
employed person. His payments to other forms of social insurance are
made by the Reichsanstalt during his receipt of unemployment benefits
or emergency unemployment allowances. This policy appreciably en-
hances the services rendered by all forms of social insurance.

Although the various social insurance systems coGperate, present
opinion opposes their fusion. Reluctance to unite them is evident from
the fact that the older forms of social insurance have remained inde-
pendent. Even the subordinate divisions of the health insurance
system retain their identities, probably because there is vitality in their
separate organizations. Differences in their problems probably help to
perpetuate historical divisionis. The logical units set by conditions are,
perhaps, observed in order to encourage efficient administration. The
argument for separateness seems particularly cogent in the case of
unemployment insurance because of the fusion with the employment
exchange. German opinion favors close functional relationships be-
tween the different forms of social insurance, but not their unification.

Problems of coiperation in administration also arise between the
unemployment insurance sysiem and public poor relief.! On the whole,
the two systems maintain close and effective working relationships,’
though some situations create a certain amount of friction. Recipients
of unemployment benefits who must seek additional assistance through
poor relief,’ have sometimes added greatly to the burden of the public
charitable agencies." The problem involves definition of responsibility
and assumption by the insurance system of as many cases as possible.
This it is doing. Another problem of coiperation between the two
systems approaching favorable settlement concerns value-creating un-
employment relief works.’

The administration of emergency unemployment allowances is an-
other situation on the border line between insurance and charity.
These allowances require tests of eligibility for both insurance and
poor relief. The person must be able and willing to work and involun-
tarily unemployed. Ile must have worked in a compulsorily insured
occupation, These standards are best tested by the labor exchanges.

% Administered under the Federal Public Welfare Act (Verordnung iiber
die Fiirsorgepfiicht vom 13 Februar, 1924).

*8ee pp. 40, §8.

! See pp. 108, 109.

* This occurred notably at the very time the new law was heralded as a great
improvement upon previous methods of dealing with those out of work.

*See p. 73.
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The person must also be necessitous. Proof of this condition carries
analysis into the field of social work. It is a question how far the labor
exchange should duplicate or how far it can utilize the procedure of
social agencies.

Probably the majority of those who have claim neither to unemploy-
ment benefits nor to emergency unemployment allowances are not able
or willing to work. They may, however, be victims of unusually un-
favorable conditions in the market for their types of skill. The juris-
diction over these cases lies with the charitable agencies. Workers in
those organizations are expected to be skilled in individualizing cases.
Their knowledge of the labor market, however, is usually limited.

The handicapped person offers another borderline problem. If he
is capable of earning at least one-third of what a normal worker of
the same training and general status can make, he falls within the
jurisdiction of the insurance system. A wide range of capacities must
be dealt with by the employment exchanges. Sometimes persons falling
well within the supervision of the insurance system would be better
cared for by the charitable agencies. Since both types of authorities are
trying to return the unemployed to normal working conditions as
quickly as possible, they usually find common meeting ground in all
these cases. Another field of codperation lies in placement and voca-
tional guidance. These services attempt to individualize the applicant
and tfo utilize the social agencies’ information concerning him. Such
codperation is common in some labor exchanges and is expected to:
spread. )

Necessity of adjustment sometimes arises because of the difference
in organization of poor relief and the exchanges. Poor relief is local
and decentralized.” This situation does not result merely from histor-
ical development and local jealousy. After the war and inflation there
was a marked tendency toward financial centralization of poor relief.
Then there was a return to local administration in order to encourage
economy in management of funds and to promote individualization
of services. Therefore, in questions involving policy formulation, pub-
lic charitable agencies usually act locally. Insurance measures, on the
other hand, are national. Some conflict in point of view may arise in
consequence. However, members of the public charitable agencies are
often chosen to represent municipal interests on the administrative
committees of the labor exchanges. This gives them opportunity to
voice their problems and to affect national insurance policy.

® However, there is a growing tendency toward centralization in its ad-
ministration.
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Codperalive relations with other public bodies are being established.
At first, because the Reicksanstalt did not follow political boundaries,
fear was expressed that the local political units would not assume their
share of responsibility for unemployment. Their financial participa-
tion in emergency unemployment allowances, however, and that of the
states in value-creating relief works together with their representation
on the committees of the placement service were expected to stimulate
interest in reducing unemployment. Recent orders including the local
authorities in cooperative effort to combat unemployment™ should
draw them into active relationship with the Reichsanstalt.

The Reichsanstalt cooperates with industry. The representation of
employers and workers upon the administrative committees of the local,
district, and central offices gives influence to both sides in industrial
questions. The result is increasing understanding and codperation
on the part of trade unions and employers. The only unemployment
insurance scheme managed by industry which has survived inflation
is granted epecial exemption in the Act of 1927 because the terms of
its charter require it to carry unemployment insurance for its workers.
Branch public employment exchanges deal with special types of labor,
and employers are expected to turn to them more frequently as their
efficiency increases. Representatives of labor and of the employers
are expected to gain & wider knowledge of the labor market, placement,
vocational guidance, preventive measures, and public works, as well
as contribute their special information and points of view.”

The experiment in formation of this entirely new type of administra-
tive body seems highly satisfactory. It follows the trend toward unifica-
tion of authority and censolidation of local political units everywhere
spparent in Germany. Its emphasis upon industrial and functional
rather than upon geographical or historical and political divisioning
promises efficiency. It bids fair to show that a body organized with a
single objective can maintain sound working relationships with other
administrative divisions or groups with which it has to deal. It offers
new possibilities of coSperation between labor, employer, the political
authorities, and the general public on problems of their mutual con-
cern. Its brief period of operation is too short to prove the worth of
these promises; but the experiment deserves the wide interest which
it has created.

* According to tive orders of April 10, 1930. Reichsarbeitsblatt, 1930

I p. 69.

* That of the Carl Zeiss Foundation.

®One problem, to combat, however, is the tendency exhibited by some
employers to expect the unemployment insurance system to carry the burden
of fluctuation of employment in their own plants which they assumed before
the passage of the Act of 1927.



CHAPTER XII
PROBLEMS

The financial difficulties experienced in carrying out the Act of

1927 have indicated certain problems of administration.” For some of
the latter a satisfactory solution seems to be at hand. Other aspects
of the law or, situations that condition its operation still tax the
ingenuity of those. responsible for its enforcement.
- Eligibility. One problem to which considerable attention is being
given concerns the interpretation of the articles defining eligibility to
benefits. The tfests of ability and willingness to work, though carefully
set forth in the Act,' give rise to controversy. The refusal of a job
offered by the employment exchange may not always indicate unwill-
ingness to work. An involved family situation, for example, may cause
a woman to decline a particular type of position when she would gladly
take another. Similarly, 2 man may reject work for reasons that seem
cogent to him, though technically he may not be allowed to do so.

The provision that a person must take any work offered after nine*
weeks of unemployment provided it does not delay the return to his
own trade or calling introduces many questions. The purpose is ob-
viously the encouragement of any kind of suitable work in place of long
continuéd -idleness. However, active enforcement of the rule some-
times encounters serious opposition from workmen who would rather
hazard prolonged unemployment than accept a lower wage or a lower
occupational classification and the possibility of remaining therein
for the rest of their working lives. Their fears on this score are appar-
ently not entirely unfounded, for while some employers seem willing
to hire them subsequently at their previous ratings, others are not.
Changes from one occupation to another are not customary and often
entail a loss of status.

Some kinds of work, however, are likely to be overcrowded perma-
nently or to cease altogether., Under such circumstances transfer to a
position offering lower wages and status is preferable to idleness. Voca-
tional reéducation for a position requiring similar or higher skill than
the one the worker has lost necessitates careful planning. He must be
cared for while taking the training. There must be a demand for the

1See pp. 51-55.
*For exclusion of seasonal workers from the nine weeks’' clause see foot-
note 24, p. 54.
96
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work. He and his fellow workers who are unemployed must not be
directed to the second occupation in such numbers that they overcrowd
the field.

The article in the Act which penalizes quitting a position without
justifisble cause also presents problems. Objective tests of justifiable
cause are hard to set " and are incapable of exact definition. For this
reason the four weeks’ forfeiture of insurance may be reduced or ex-
tended to promote flexibility in punishment. However the effect of
this punishment has at times been lost. Workers who have been
penalized have received health insurance. Others have applied to the
public welfare offices for poor relief. In some cases these agencies have
been unable to refuse assistance. All three administrative units are
trying to codperate more closely to remedy the situation. Special
medical examination in such instances is suggested as a check before
health insurance is granted. The social agencies that of course cannot
allow the family of the offender to suffer are urged only to give relief
covering absolute necessities.

A further section of the Act that requires interpretation allows for
exceptions to the rule that eligibility is gained by 52 weeks in two
years or 26 weeks in one by extending the inclusive limits to three
yeara' The provision has a sound social purpose but may permit
abuse of the insurance system. The exemptions hardly conform to
the avowed purpose of the law to confine insurance to those able and
willing to work. Moreover, they tend to complicate the determination
of the boundary line between regular and casual labor, although the
latter is separately treated in the Act.

Questions involving interpretation of the foregoing clauses are being
carried to the boards of reference and court of appeals. Rules and
decisions are being made. The future effectiveness of the law on these
points depends largely upon the attitude of these boards.

A problem which loomed large concerned the eligibility of those
who were indirectly unemployed because of industrial disputes. Those
workers directly involved in strikes or lockouts were definitely ex-
cluded from insurance by common consent. The state could not take
sides in industrial disputes. The employer could not agree to the
support of these workers through unemployment insurance funds. The

* For detailed discussion of the provisions and difficulties of these clauses,
see Weigert, O, Kommentar, pp. 250-258, 266-269. Dr. Weigert suggests, for
example, that justifiable cause for leaving work may be resignation with the
expectation of securing another position. See also decisions of the Court of
Appeals appearing frequently in the Reichsarbeitsblatt.

*See p. 51. )
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trade unions preferred to pay strike benefits and thereby to hold their’
members. However, refusal to accept employment in an occupation
where there was dispute was not construed as evidence of unwillingness
to work. Benefits were, therefore, denied only during the existence
of the conflict and not upon its termination.

Agreement concerning treatment of unemployment indirectly caused

by industrial disputes was not so easy a matter. Loss of benefits under
‘these circumstances was admitted at times to entail “unreasonable
hardship.” Yet what constituted “unreasonable hardship” was a
question upon which the Reichstag could not agree. Therefore, that
Jbody, in passing the Act of 1927, left solution of the matter to the
Reichsanstalt. The task was extraordinarily difficult, but a solution
satisfactory to both employers and workers was finally reached.’

The Seasonal Worker. An even more difficult question—that of the
‘seasonal worker—taxed the ingenuity of the Reichsanstalt and the
- Ministry of Labor. Regularly recurring winter unemployment drained

the national reserves built up during the summer. The unemployment
insurance system had been primarily designed for persons whose loss
of work was unexpected, infrequent, and of short duration. The funds
were being used up for regularly recurring and prolonged idleness.

®The formula agreed upon is that denial of uneraployment benefits to

- persons indirectly out of work as the result of a strike or lockout occurring
within Germany does not constitute an unreasonable hardship in the following
cases: 1. If less than 14 days of unemployment indirectly caused by industrial
dispute elapse. Included within these 14 days is the waiting period. 2. If the
persons thus indirectly thrown out of work stand to gain directly by the
outcome of the dispute. An example in point is the possibility of increase
in the legal wage rate for the entire occupational group as an outcome of the
conflict. 3. If the payment of unemployment benefits may exert an influence
upon the outcome of the dispute. The close technical interrelationship of
different occupations makes it possible to plan a strike or lockout with the
intent of affecting many more persons than those directly involved. Under
these circumstances, unemployment assistance to closely related occupational
groups may well have undue influence upon the dispute. 4. If some of the
workers or salaried employees of an establishment are unemployed because
part of their number strike, or are locked out. If, however, workers are un-

- employed because salaried employees or foremen strike or are locked out, the

- administrative committee of the labor office may decide whether unreasonable
hardship obtains. 5. If unemployment indirectly results from the failure of the
supply of electricity, gas, water, or of partially or wholly finished products
because of strike or lockout. This provision is included because of the possi-
bility of the extraordinarily widespread effects of disputes in basic industries.
In all other cases the decision as to whether unreasonable bardship obtains is
expected to depend upon whether or not the awarding of unemployment
benefits affects the outcome of the dispute. Administrative orders of March 27,
1928 (Reichsarbeitsblatt, Pt. I, p. 97) and April 26, 1928 (Reichsarbeitsblatt,
Pt. 1, p. 163). See also Weigert, O., Neue Vorschriften iiber Arbeitsvermittlung
und Arbeitslosenversicherung, pp. 69-81.
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The 78 per cent of one week’s wage entitled entire groups of unem-
ployed workers to benefits lasting several months and ranging from
35 to 75 per cent of their wages. In consequence the reserve was kept
in a precarious state. No money could be set aside for future cyclical
depressions.

Before the passage of the Act of 1927 the seasonal worker had re-
ceived relief only when he was necessitous. If he belonged to the
better paid occupational groups his wages had tided him over slack
seasons, or he had found temporary work at lower remuneration, re-
turning to his trade when it picked up. The Act of 1927, however,
in granting benefits in proportion to wages, often gave the seasonal
worker more than he could earn outside his usual occupation in slack
seasons. Furthermore, since work used as a filler placed him tempo-
rarily in a lower wage category, he hesitated to accept it, lest he again
become unemployed and have to accept benefits calculated on the lower
wage scale. He therefore had every incentive to remain idle.

This situation created unrest among other workers. The farm la-
borer, who was paid much less than the city worker, was particularly
resentful. He saw persons who, before 1927, had worked side by side
with him, live all winter on benefits which were higher than his wages.

The financial burden of seasonal unemployment and the dissatisfac-
tion which its inclusion in the insurance system caused among other
workers called for exceptional consideration. Protection more nearly
commensurate with the contributions which these workers made had
to be devised. Taking away privileges already granted, however, was
not a simple task.

The problem was intensified by lack of clear definition of seasonal
occupations. In the building trades, the work of masons and roof
builders was seasonal, but plumbers could be employed the year round,
and unskilled persons were supposedly able to take jobs in other trades
during slack times. It was questionable whether an individual could be
considered 8 seasonal worker when he could go from ome type of
industry to another. Furthermore, in the construction industry there
was at that time a shortage of skilled workers.® The clothing trades,
employing mostly skilled or semi-skilled workérs, were markedly
seasonal. The greatest sufferers from winter unemployment, however,
were found by the statistical department of the Reichsanslalt to be the

*This arcee from two causes. Before the war building-trades workers had
migrated to Germany from other countries, mainly Italy, while after 1927 that
country was keeping her skilled men at home. Also, because there had been
little construction during the war and immediat=ly thereafter, German labor had
entered other occupations.
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unskilled day laborers who changed from job to job. These people
.were usually not in the higher wage classes.
The Act of 1927 contained three provisions which permitted control
. over the seasonal worker. The duration of eligibility to benefits could
be reduced by the administrative council of the Reichsanstalt. The
waiting period was lengthened. Benefits could also ‘be refused a
seasonal worker who rejected work outside his' regular occupation
although he had been unemployed less than nine weeks.’
The prospect of winter unemployment in 1928 caused the Reichstag
- to pass a temporary measure crealing special terms for the seasonal
worker" The measure was followed by administrative orders from the
Reichsanstalt” A detailed list of seasonal occupations was made,” the
beginning -and termination of their seasonal character being set at
December 1 and March 31. Persons working in these occupations for
more than half the 26 weeks preceding unemployment were considered
seasonal workers. They were to be eligible to benefits for only six
weeks  during the customary slack period in the industry. During the
rest of the year their claim to benefits was to be the same as that of any
other worker. If they did not exhaust their title to six weeks’ benefit
between December 1 and March 31, the rest of their claim was to be
the same as the unexpired eligibility of any insured worker. Seasonal
workers who exhausted their title to benefits were to be assisted through
special relief. The special fund was supported four-fifths by contribu-
tions of the national treasury and one-fifth from the reserve fund of
the Reichsanstalt. The conditions for receipt of assistance from this
special fund were similar to those of the granting of emergency unem-
ployment allowances,” except that they were to be given for only half
as long.
~ The temporary decree of December, 1928, was continued by executive
order. Furthermore, rates of benefit for those in the higher wage

"The Employment Exchanges and Unemployment Insurance Act of 1927,
Art. 99, par. 3; Art. 90, par. 3. Extension of the waiting period was at first
" permissive and then, by amendment of October, 1929, mandatory.

* Reichsgesetzblatt. 1929, Pt. I. pp. 1, 162. Reichsarbeitsblatt, 1928, Pt. I,
pp- 281-285; 1929, Pt. I, pp. 274-278.

° Reichsarbeitsblatt, 1929, Pt. I, pp. 5-13. .

* These occupations were classified according to industry as follows: 1, agri-
culture, gardening, forestry, animal husbandry, and fishery; 2, peat-cutting and
preparation ; 3, stone and earthen industries, including stone and marble cutting,
brick and pottery making, and plastering; 4, building and construction; 5,
transportation; 6, unskilled, day labor; and 7, engineering occupations in stone
and earthenwork, and in building construction, Occupations not considered
seasonal were listed in these industries as well as those so classified.

B Instead of the customary 26 weeks.

¥ Special relief was automatically terminated by the amending act of
October, 1929,
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classes were reduced. The wage classification was based upon the
average received for the six instead of three months prior to reporting
unemployment, thereby reducing the effect of summer work in the
city. The wage class was also lowered when it was higher than the
occupational wage rates of the community paying the benefits war-
ranted. These rules™ were incorporated in the amending act of
October, 1929.

The Agricultural Worker. The agricultural worker presents another
set of problems in the administration of unemployment insurance.
Attempts to better labor conditions tend to increase the existent dis-
crepancy between the desirability of industrial and agricultural work
and to augment the “flight from the land.” Even during peaks of
industrial unemployment, immigrant labor is hired for the farms.
These seasonal, migratory farm laborers number annually at least one
hundred thousand. They are mostly Poles, with lower standards of
living than obtain among Germans. A certain proportion of them
stay, thereby increasing the pressure of population.

The unbalanced situation between industry and agriculture is in-
tensified by the tendency of industry to move to the country. There it
pays higher wages than agriculture. Consequently, industrial workers
in these localities who are laid off frequently draw unemployment bene-
fits which exceed the wages of the farm laborer. Like the seasonal
worker, these persons naturally prefer insurance to return to farm
work. The agricultural worker becomes dissatisfied and finds further
inducement to leave the farm.

To meet this situation agricultural workers are included in the unem-
ployment insurance act, contrary to the policy in most countries.”
However farm laborers are carefully exempted, if payment of contri-
butions represents appreciable increase in their living costs without
adding comparable security. Of about two and one-half million agri-
cultural workers in Germany approximately half a million are com-
pulsorily insured. Moreover, unemployed agricultural workers may not
reject work of a similar nature during the first nine weeks of unem-
ployment without forfeiture of benefit. The utilization of value-creat-
ing unemployment relief works to build dwelling houses for agricultural
workers is designed to increase the attractiveness of farm labor.

From the outset the Reichsanstalt has attempted to attract unem-
ployed industrial workers to agriculture. After the expiration of nine

# With the exception of special relief.

™ The original draft of the Act did not include agricultural laborers, but the

bill was changed in its final form at the request of the landowners, who feared
that the exclusion of farm labor would increase migration to the cities.
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weeks of unemployment, the city laborer may be required to take up
farm work or forfeit benefits for from two to eight weeks. However,
the attempt to settle unemployed workers upon the farm is beset with
difficulty. There is a tendency in Germany to regard a change of trade
or occupation as a sign of social failure and the transfer from industry
to agriculture as peculiarly indicative of a loss of status. Better hous-
ing accommodations in rural districts offer insufficient attractions in
themselves. Persons to be sent to the farms must be wisely selected.
Where the placement service selects with care the persons whom it
sends to the farms, the results are much better than when it fails to
* individualize the case or where fee agencies fill the agricultural posi-
tions. City people seem to adapt themselves better to country life if the
change is made while they are still young. In the face of these diffi-
culties, good work has been done by the employment exchanges in
distributing unemployed industrial labor in agriculture.

Early experience in enforcement of the unemployment insurance
act gave rise to criticism of the agricultural worker. The tenant farmer
or farm laborer who went to the city in the spring after the crops
were in, leaving his wife and children to tend the place and returned
to draw benefits in the fall was considered in some quarters wilfully
unemployed. Testimony on the matter differed however. Some persons
averred that there was no work to be had, while others said that evasion
was to be expected if the farm laborer could receive more in winter
from unemployment benefits than from wages. A measure of control
of this problem was gained by scaling benefits according to wage rates
of the locality paying the benefit.” Further abuse through timing
lay-offs on great industrialized farms to meet the requirements of
eligibility for benefits and individual exchange of sons, hired for six
months on the neighbor’s farm and then discharged to receive benefits
for a similar length of time at home was charged. Meanwhile large
landowners complained of increasing scarcity of farm labor and urged
modification of regulations restricting immigration of foreign farm
labor.

The problems of eligibility and some of those concerning seasonal
and agricultural workers were caused in part by the time required
to build up organization, personnel, and technique to handle applicants
for jobs and benefits.”

* See p. 101.

¢ For example, it took time and special effort to develop labor offices in the
rural districts, many of which had not had the long experience with employment
exchanges common in the large cities.



CHAPTER XIII
PROBLEMS-CoNTINTCED

The Salaried Employee. Clerical workers and highly trained tech-
nical employees meet with unusual hardship when they become un-
employed. Clerical employees are about twice as numerous as in 1907.
The temporary demand for thousands of extra “ Nullen-Schreiber ”
during inflation has resulted in a great oversupply of persons with
more or less training in office work. Even more serious is the lack of
opportunity for technically trained people.’ The losses experienced
through inflation have forced many people to earn their living who
would otherwise have enjoyed independent incomes. They swell the
ranks of the salaried workers.

Although unemployment among salaried employees reflects the wide-
spread lack of occupational opportunities, it seems to maintain a some-
what steadier level than that among wage-earners.’ It also differs from
unemployment among wage-earners in its duration. About half of the
insured unemployed laborers receive benefits for three months or less.
Once the salaried worker has lost his position, however, he finds dif-
ficulty in securing another and usually remains out of work for a longer
period of time.

It is particularly hard for the “ old ” salaried employee, who is over
40 years of age, to find another position after discharge. Employers
want younger persons, especially for tasks requiring but slight clerical
skill. Later they discharge these office workers and again hire younger
ones. The situation is perhaps emphasized by minimum wage rates
for salaried employees. These rates are scaled according to length of
service and to age until the person is 30. Beyond that age there is no
sutomatic salary increase. The employers blame the existing hardship
of older office workers on this minimum wage. The salaried employees
regard it as a safeguard and insist that it has little bearing on the un-

employment of middle-aged persons. .

*The same holds true of the professional classes. A generally low income
fevel seems to result in a high rate of unemployment in the professions. People
may be sick, but without money to consult a physician. There may not be a
disproportion between teachers and children needing instruction, but lack of
funds resulta in over-crowded class rooms, understafied schools, and unemploy-
ment among teachers,

* In 1925 unemployment smong salaried employees as compared with laborers,
was relatively higher than during the business depression of 1926.
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Comparatively few salaried employees can be given positions upon
value-creating unemployment relief works. The nature of the enter-
prises limits the opportunity to a few clerks or technical experts upon
each undertaking.' Only a mere handful of salary earners were em-
ployed upon value-creating unemployment relief works during the first
year of operation of the Act of 1927. The number thus employed and
the type of unemployment aid that they would otherwise have re- -
ceived * is indicated below.

Unemployment Emergency

Month ending Benefits Allowances
1927: ’
Nov., 15, . i iiiiiiiiiiiannnannnn 762 415
Dee. 15. . ciiiviirniirenininnnnnns 468 301
1928:
Jan. 180
Feb. 239
Mar. 342
Apr. 333
May 359
June 356
July 431
Aug. 449
Sept. 495
Oct. 387

Comparison of their number with the data for similar employment of
wage-earners, which run into five or six figures monthly, shows a wide
difference in the possibility of assistance of the two groups through
these measures.

The unification of the unemployment insurance system for wage-
earners and salaried employees is thought to result in inadequate atten-
tion to the needs of the latter when the administrative committees of
the local labor offices are dominated by the former. Under such circum-
stances it is said that the salaried employees sometimes suffer because
of the subtle antagonism between the two groups or because of lack
of appreciation of their special problems.

The central office of the Retchsanstall, however, is trying to meet the
special needs of salaried employees. Employment exchanges are being
systematically developed to specialize on these occupational groups.
Special orders have also been issued to promote measures designed to
prevent or terminate unemployment.® For one thing employees are

* For enterprises designed to employ professional workers see p. 80.

! Statistische Beildge zum Reichsarbeitsblatt, December, 1927-November,
1928.
* Reichsarbeitsblatt, 1928, Pt. I, pp. 209, 210.
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frequently required to put up a bond in order to secure a position. The
sums deposited in private bonding companies are sometimes endangered
by fraudulent management. The Reichsanstalt is therefore empowered
to make loans without interest to the extent of one year’s security for
8 bond in a private company. Another form of assistance is the grant-
ing of loans without interest to defray living expenses during unem-
ployment and until the date of the first payment of salary in a new
position,

Particular csre is also given to the provision of adequate placement
facilities for salaried employees. A special branch in every district labor
office must be devoted to their needs. All local labor offices handling an
appreciable number of salaried employees must establish special labor
exchanges for them. In exchanges where no branch offices for salaried
employees exist, special waiting and interviewing rooms, literature on
the subject of their vocations, and additional personnel to handle their
specific problems are to be provided.® These measures are necessary
because the public exchanges have usually been patronized by wage-
earners rather than by salaried employees. Improvement in the quality
of service should attract clerical and technical workers to the exchanges.

Juvenile Labor. Employment among minors exhibits peculiar diffi-
culties. The Act of 1927, unlike the previous orders, accords practi-
cally the same financial treatment to the insured, unemployed person
under 21 that it does to the adult." However, apprentices are excluded
from compulsory contributions until within six months of the expira-
tion of their term of service. Pflichtarbeit® and vocational education
are required, wherever possible, as condition of assistance. Grant of
benefita to minors is utilized to keep them in vocational clakses or at
work during unemployment.’

Plans for the unemployed juvenile include additional schooling or
apprenticeship wherever possible. They are obviously dependent upon
the existing facilities. The schools have changed since the war, par-
ticularly as they affect the young worker and are undergoing further
modification. )

It is unfortunate that eome parents send their children to schools
preparing for advanced academic work with the'intention of taking

® Beilage sum Reichs-Arbeitsmarkt-Anzeiger, No. 14/15, April 17, 1928.

' The waiting period is longer for persons under 21 and living at home than
for adulta.

* Bee pp. 74, 75.

* It has been suggested that the services rendered them should be substituted
for the payment of benefite. However, the Act does not allow for such
procedure,
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them out at the age of 14. This is done on account of the supposedly
higher social status of these schools. The child’s school work is incom-
plete and not adapted to subsequent apprenticeship of trade training.
Often he leaves school with a feeling that manual labor is beneath his
dignity. He seeks the lower types of clerical work, though he has had no
special training for that either. He often crowds out those who are a
little older, and at the age of 22 or 23 himself becomes an unemploy-
ment problem.
. Juvenile unemployment is comparatively slight in Germany ot the
present time.” There is not an oversupply of young persons in most
lines of industry, trade, or clerical work. There is a positive shortage
of juveniles of both sexes in agriculture. A few districts where occu-
pations are limited to mining or to the heavy industries still experience
, juvenile unemployment.” Young apprentices who have just completed
their course of training often remain unemployed for a short time
because many industries prefer older workers with experience. On the
whole, however, the greatly diminished birth rate during the war,”
creates a reduction of juvenile labor which is expected to persist for
several years.”

The problems of juvenile labor in Germany are being analyzed by
the vocational guidance service. In codperation with schools and with
family service agencies the vocational counselors are seeking to assist
individuals and to improve the general situation. Special courses are
offered to improve the qualifications of vocational counselors them-
selves. The enhanced facilities offered by the Reichsanstalt promise to
contribute to the solution of some of the problems of juvenile em-
ployment,

Women Workers. The woman worker offers certain peculiar prob-
lems. The curve of unemployment among women is a little different
from that of men. In general it is relatively somewhat higher than that

® ]t rose to great proportions immediately after the war, again upon stabiliza-
tion, and once more in 1926. It dropped during the middle of 1927 and has
since remained relatively low.

1 Young persons from mining regions have been sent to the agricultural
sections of East Prussia. This, however, has not been possible since the
summer of 1928, and a future shortage of juvenile farm labor in that section
is anticipated.

2 See Appendix B.

2 However, the lengthening of the period of capacity for work among adults
and the growing number of women in industry offset the shortage of juveniles
in so far as the general employment situation is concerned.
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of the men in summer, and slightly lower in winter. Female unem-
ployment is negligible in agricultural regions. In the districts devoted
mainly to the heavy industries it remains proportionately smaller than
that of the men. In Berlin and Saxony, however, where there is much
home work, it is greater.”

Women workers, for the most part, fall within the lower wage classes
set by the unemployment insurance act. According to the investiga-
tion of March 15, 1929 which secured work histories covering a year
or more from over 1,500,000 persons, wage class VIII was the mode
for men and IV for women. The three highest wage classes comprised
over one-third of the men and only 1.6 of the women. Classes I-IV
contained 64 per cent of the women.”

Women workers today are more favorably situated than before the
war, They are included within the trade agreement minimum wage
rates (Tarifvertrige), and the remuneration of unskilled workers is
tending to approach that of the skilled. A great number of the unem-
ployed women are home workers, who represent, in part, the marginal
supply of labor utilized for the seasonal demands in the clothing
trades.” When they are seasonal workers they create the special
problems of that group already enumerated except that they are not
better paid than persons in non-seasonal occupations. The woman
engaged for hourly service presents another administrative question.
If her work is part-time or casual she hardly belongs in the present
unemployment insurance system.

The unemployed woman, like the salaried employee, finds little op-
portunity in value-creating unemployment relief works. Only 33
women were 80 employed, as against 60,479 men at the end of Feb-
ruary, 1928, In March of that year the number of women was 50, and
of men, 82,679 ; while in April they were 231 and 86,761, respectively.”

* Eblert, Margarete, Die Frau auf dem Arbeitsmarkt, Jahrbuch fiir Frauen-
arbeit, Vol. 3, February, 1927.

® It is calculable because home workers are included within the unemploy-
ment insurance law. ¢

* Ergebnisse der Erhebung in der Arbeitslosenversicherung und in der
Bonderfiirsorge bes berufiiblicher Arbeitslosigkeit vom 15 Marz 1929. VII,
pp. 3-5.

" According to the Hausarbeitsgesets of December 20, 1911, and the Heim-
arbesterlohngesets of July 27, 1923, home workers receive the protection of
inclusion within the minimum wage, compulsory arbitration and insurance laws.

For further material upon the special problem of the home worker in
Cermany, see Benjamin, Dora: Der Stand der Heimarbeit tn Deutschland,
Jena, 1928; Fischer Verlag: also Liiders, Else: Neue Aufgaben des Heim-
arbeilerschutses, in 38 Sonderheft sum Reichsarbeitsblatt.

* Reichsarbeitsblatt, 1928, No. 19, Pt. 11, p. 319.
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A matter that has caused considerable discussion in Germany con-
cerns the woman who is the second wage-earner in the family, the so-
called Doppelverdiener. Before 1927 certain executive orders sought
to restrict or eliminate the woman worker in public service whenever
there was another wage earper in the family. Concerted effort to ex-
clude the Doppelverdiener has not been made in local, state, or national
government service. There has been sufficient discussion of the ques-
tion, however, to cause unrest among some types of women workers
and to threaten hardship in individual instances.” The argument for

“such a course lies in its supposed value in releasing positions for male
workers. It presumes that the women’s earnings are unnecessary to
the support of the family when a man works. Effort is not made,
however, to discourage the second male wage earner, The matter lies
rather in the realm of discussion than of action, because public opinion
is largely unfavorable. The.present excess of adult women over men,
and their need for earning a living, prevents adoption of a course so
seriously restricting the occupational opportunities of women. Nothing
has been done on this score by the Reichsanstalt.

The Unemployed as Charity Seekers. Although the unemployment
insurance system includes all cases that are considered a sufficiently
sound risk, and emergency allowances provide relief for many others,
there are unemployed individuals who must seek charity. Some of
them receive inadequate benefits, inasmuch as rates of insurance are
bagsed upon wages. Those who are on the margin even when fully
employed must frequently seek poor relief when they lose the difference
between wages and the insurance rate, even though the latter be liberal.

In Frankfurt am Main, for example, public charity rates, based on
minimum needs of existence, ranged in 1927 from 50 marks monthly
for a single person to 135 marks for a married couple with four

~children.® How much below these figures the insurance rates fall may

®See Glass, Frieda: Der Weibliche Doppelverdiener in der Wirtschaft,
Jahrbuch fiir Frauenarbesit, Vol. 3, 1927.
® According to Die Arbeitslosenversicherung wund Erwerbslosenfiirsorge,
August, 1927, pp. 232-238, in Frankfurt am Main in 1927, the standard rates of
poor relief (exclusive of rent, which would add approximately 15 marks in
each case) were as follows, in marks;
Single Person ..........ciceiiiieiiiieniieiinas 50
Married couple ......ccvieiiiiiiiiiiiiiiiiia 75
Married couple with:
V1 S
2 children .
3 children
4 children
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Le seen by reference to the table on p. 58. In that city standard
insurance benefits to single pereons in the first five wag® classes ® were
below poor relief rates. A person below the eighth wage class, if mar-
ried, did not receive as much as the public relief budget allowed. Only
the three highest wage classes were as well off, if they were married
and had one or two children, as if they were recipients of charity. For
those with three children only the two highest, and for those with four
only the highest wage class, equalled the rate granted to paupers. The
situation was worse if the blanket allowance for rent be taken into
consideration.”

Other unemployed persons who must be aided by poor relief have not
fulfilled the conditions of eligibility. They must take their chances of
assistance not only with the paupers, but with ex-soldiers, war widows
and orphans and persons who are penniless because of loss of inde-
pendent means or of invalidity or old age pensions® during the in-
flation. While many of the unemployed who seek public charity are
necessitous for reasons that are not primarily due to unemployment,
some of them are genuinely able and willing to work.™

Limitations of Unemployment Insurance. Two years of experience
with enforcement of the law, particularly under the difficult economic
conditions of 1928-29, disclosed possibilities of abuse of unemployment

® Which, however, contain few adult males.

®In January, 1928, Frankfurt granted supplementary aid in the form of
rent to 3,078 persons out of 13,580 recipients of standard unemployment
benefits or emergency unemployment allowances. Their dependents were
given school meals, special maternity aid and other extra assistance. Ten
per cent of the recipients of unemployment benefits or allowances were given
supplementary financial aid. .

® The private philanthropic agencies have also been without funds since
the inflation. The burden of poor relief was so serious that in 1925 a study
was made of 156 cities of 25,000 inhabitants or more totaling more than one-
third of the population of Germany. That year these cities spent 390 per cent
more for poor relief than in 1913. One-third of their total annual budgets
was devoted to the purpose, as compared with one-eighth in 1913. (Stddte
8taat Wirtschaft. Denkschrift des Deulschen Stidtetages, Berlin, 1926.) Since
the year 1925 was better than those immediately following, there is no reason
to expect that the situation has improved. The experience of the social
agencies indicates no change for the better.

*The social agencies aver that attempt to reduce scope and eligibility in
unemployment insurance frequently results only in transferring the unemployed
to charitable agencies. A study of the problems of unemployment insurance
from the social agency's standpoint may be found in Beilage zur Zeitschrift
“ Der Stddtetag,” 1929, No. 2.

One gain of unemployment insurance based upon wages in distinction to
poor relief or to & low flat rate seems to be maintenance of the worker's self-

respect.
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insurance of a somewhat different nature from that which had required
correction under the unemployment relief system. Before October,
1927 effort was concentrated upon the work-shy and those who pre-
ferred stamped unemployment cards to a job. The unification of un-
employment insurance and the exchanges gave promise of checking
this abuse. After 1927 misuse arising through the unwillingness of
seasonal workers to accept jobs with lower occupationsl status and
remuneration during off seasons developed and was difficult to correct.
All seasonal workers cannot well be excluded from unemployment
insurance because many of them do not earn enough to carry them
through the dull season. Seasonal work in the building trades is
comparatively well paid, but that in the toy industry, for example,
which suffers from competition with the low wage areas of Central
Europe is not. Many seasonal workers live where other occupations
in slack seasons are not available. They cannot go elsewhere because
there are fewjobs and often no housing accommodations. In case of
agriculture, also, unemployment insurance must cope with complex
and far-reaching economic problems and with some individuals caught
in the situation who try to manipulate the unemployment insurance
system. If relief does not come to them from one source, however,
it must from another. .

Certain other forms of abuse promise readier solution. The coépera-
tion between the health insurance, public relief and unemployment
insurance agencies promises less frequent resort to other forms of aid
by persons penalized by temporary loss of unemployment benefits. It
is more difficult to teach certain types of industrial managers that
unemployment insurance must proceed along sound actuarial principles
and to disabuse them of the idea that they can unload onto the unem-
ployment insurance system their problems of stabilization.” No private
company would accept them as risks if they timed their rhythm of
employment and lay-off to meet the minimum conditions for receipt
of benefits, nor would it grant compensation for repeated short-time
lay-offs of persons who were always rehired. Such methods need to be
exposed and prevented.

Perhaps the suggestion made in the meetings of the expert com-
mission is true and only hail insurance is free from manipulation and
misuse. However, rules designed to correct abuses that are discovered

® Charges are sometimes made that employers in the United States also
dismiss workers too easily after subscribing to the Community Chest or to
other private charitable agencies.
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are being drawn through amendments, executive orders, and decisions
of courts of appeals. They are expected to reduce the annual expendi-
ture for benefits by a little more than 2 per cent of the present
outlay. Further savings are expected with constant improvement in
the personnel of the labor offices.

In some quarters it is believed that the unemployment insurance
system is handicapped by partisan politics and government ineffi-
ciency. The difficulty is not so great, however, as opponents of state
insurance contend. Actual administration of the scheme is in the
hands of capable, highly trained experts who look upon successful
conduct of the enterprise as a career. Their incentive to create and
maintain efficient organization and administration is quite as great
as that of managers of large private enterprises. These technical ex-
perts do not change with political party fortunes but remain to give
continuous direction. Policies do vary with measures passed in the
Reichstag. These measures, however, are first shaped by experts and
reviewed by the Reichswirtschaftsrat.™ Moreover, thanks to the number
of parties,” a piece of social legislation is the result of concessions and
compromises and consequently more responsive to public opinion than
usual under 8 two-party system. The draft of the unemployment
insurance bill proposed in 1926 was considerably chanped when it
appeared in final form as the Act of 1927; but it was passed by a
large majority after long public discussion. Since then the problem
of unemployment insurance has several times come before the Reichs-
t{ag in acute form. In 1928, heated debate attended the extension of
emergency unemployment allowances to 39 weeks. In 1929, six months
of public discussion accompanied by an investigation and the work
of an expert commission resulted in far-reaching amendments. In
1930, financial problems of the Reichsanstalt arising at the time when
funds in the national treasury were low caused the Minister of Labor
to be unseated and his successor to be chosen from another political
party. The history of the Act therefore shows continuity of administra-
tion combined with change in important phases of pelicy as experience
brings to light new problems. These changes increase the burden of
work upon those administering the law but show flexibility, responsive-
ness to public opinion, and efficiency.

There yet remains the question of the limits to the state’s ability to
solve unemployment problems. On this subject those persons in Ger-

* See p. 28.
* There are some 23 parties, and seven major ones.
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many intimately connected with the operation of the unemployment
insurance law are open minded. They point out, however, that indi-
vidual initiative in economic matters generally provides liberal policies
only for those favored by high wages or employed in establishments
having sound labor policies. They question whether the system of
economic voluntarism reaches persons in occupations that suffer from
poor management and low pay. Should individual initiative be able
to include all workers, they are ready to accord its superiority because
of its great flexibility. If, however, the alternative to state assumption
" of responsibility to the unemployed is absence of provision for their
care except in a few firms, Germany prefers her own system. The costs
of unemployment insurance, though conceded to be high, are believed
to be lower than those resulting from starvation or degradation of
the population or from revolution.

Germans recognize the limits of an insurance system for meeting un-
employment. The exchanges cannot originate jobs. They can merely
eliminate part of the waste resulting from lack of machinery for making
contacts between men and positions. Value-creating unemployment
relief can care for but a small proportion of people who are out of work.
Measures for the prevention and termination of unemployment cannot
create a large number of new positions. Even control of seasonal
changes and of trade fluctuations may serve only to stabilize employ-
ment in one quarter at the expense of increased irregularity in another.

Back of any attempt to reduce unemployment lies the problem of
disposal of goods produced. Abnormal market conditions have obtained
in Germany and throughout most of Europe since the war. These
countries, attempting to regain a sound economic basis, are able to
develop a productive mechanism which far outstrips their ability to
dispose of their goods.

Qermany, therefore, in common with England, has a population far
in excess of the number for whom work can be provided. The loss of
man-power during the war and the declining birth rate have not com-
pensated for the discrepancy between occupational opportunities and
persons wanting employment. This situation has necessitated the de-
velopment of a thorough-going system of unemployment insurance
at the same time that it has created conditions with which no unem-
ployment insurance system alone can cope. The ultimate answer must
be more far-reaching, and its solution seems to lie along the lines of
the development of the home market and of sound international indus-
trial cobrdination.
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APPENDIX A
GERMAN STATISTICS OF UNEMPLOYMENT

The Act of 1927 facilitates collection of statistics on unemployment.
The consolidation of placement and unemployment insurance into a national
system expedites reporting. Certain data published by the statistical
service of the Reichsanstalt are only recently available. Others have been
collected for over a decade.

I. NuMBER or RecIPIENTS A8 A MEASURE oF UNEMPLOYMENT

Unemployment is partly measured by the number of recipients of
unemployment assistance.’ These figures do not give the total volume of
unemployment, because they do not cover persons who are not legally
entitled to benefits or emergency allowances. There are about 17.2 million
members in the German unemployment insurance fund.' They comprise
about four-fifths of the wage and small salary earners. Their dependents
number about 13 million.’

Statistics of recipients of unemployment donations or benefits from
1918 to 1930 are not wholly comparable. Data were gathered only for
some cities during the first months of federal assistance. The figures for
1919 are estimates. They are open to such grave question that the sta-
tistical department for the Ministry of Labor hesitates to use them and
generally begins its analysis with 1920.°

Reporting was not compulsory until federal orders were issued on May
15, 1923, and on April 22, 1924. Regulations of the latter date required
reports on the first and fifteenth of each month. From March 1, 1923, to
April 15, 1924, no figures were available for the occupied territory.

Changes in the legal definitions of eligibility to benefits affected the
comparability of statistics of unemployment assistance. The early orders

* The graph of recipients of these three forms of aid may be found on page 12.

? See, inter alia, Reichsarbeitablatt, 1928, Pt. I, p. 532. The number remains
fairly constant.

* Estimate made from figures by Syrup, Arbeilsmarkt und Arbeitsmarkt-
politik in Deutschland, p. 11. Dr. Syrup, head of the Réchsanstalt, calculated
the number of dependents of wage and small salary earners at from 16 to
17 millions. The workers and their dependents together approximated 60 per
cent of the total German population, according to his statement. About four-
fifths of them were comprehended within the unemployment insurance scheme;
and the writer assumes that their dependents represent about an equal propor-
tion in the working-class families.

¢In spite of this fact and with due knowledge of the limitations of their
value, figures for 1919 were included in the making of the graph on page 12, to.
give some indication of the peak of unemployment following demobilization.
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of the Federal® Office for Economic Demobilization allowed benefits to
juveniles aged 14 or more. The age requirement was later raised to 16.
Subsequent ru}es made receipt of relief on the part of persons from 16 to
18 years conditional upon specific performance such as compulsory labor
- or attendance upon vocational classes. The law of 1927 again eomprehended
all above the age of 14, with certain exceptions and reservations. The
Pflichtarbeiter was not defined as a recipient of assistance before May 1,
1924, but was subsequently so classified. The necessitous clause limited the
total group until its abandonment in 1927. Inclusions of persons unem-
ployed through industrial disputes swelled the totals during the early period
of federal measures. Changes in occupational groupings occurred from time
1o time. The restriction of unemployment assistance to persons able and’
willing to work but involuntarily unemployed involved varying definitions.
The lengths of time required to establish claim to assistance and duration
of benefits were construed differently throughout the decade. Partially
employed workers in receipt of assistance were included within the sta-
tistics of standard benefits after October 1, 1922. Persons granted emer-
gency unemployment allowances swelled the total of those relieved after
November, 1926. Data concerning them are published separately’® Those
employed upon public relief works are today not counted among recipients
of unemployment assistance but are separately classified, although from
May 1, 1924, to January 1, 1926, they were included. After December,
1928 special rules for seasonal workers again modified the group for
which data were gathered. The total unemployment throughout the
entire decade was considerably in excess of listed recipients of aid.

The data on persons assisted through unemployment benefits and of the
number of their dependents are published in the Statistisches Jahrbuch fiir
das Deutsche Reich. According to the official figures, the number of monthly
recipients of benefits during the post-war decade exceeded one million
upon four different occasions. These were in the years 1919, 1924, 1926,
and 1927. In 1926 it rose above the two million mark, including one in
every 30 inhabitants of Germany. Toward the end of that year emergency
unemployment allowances increased the number of persons assisted. For
four months in 1927 and nearly three more in 1928 more than 200,000
were aided from this special fund. In February of 1929 and 1930 the num-
ber assisted through msurance and emergency allowances exceeded
2,600,000.° ) :

During the year, October 1, 1927, to October 1, 1928, the number of
persons - receiving insurance per month varied from slightly more than
300,000 in October, to nearly 1.4 million in the middle of January. They
represented 13 per cent to over 8 per cent of the persons insured.” The
recipients of emergency unemployment relief, from March 15 to October
15, 1928, comprised from 0.5 to 1.4 per cent of the insured workers. They
numbered from 1.3 to 8.4 per thousand inhabitants.

*The graph on page 12 includes them.

*Data on recipients of emergency unemployment allowances and their
dependents are published annually in the Statistisches Jahrbuch fir das
Deutsche Reich. . : .

*These data are published monthly in the Statistische Beilagen zum Reichs-
arbeitsblatt and annually in the Statistisches Jahrbuch fiir das Deutsche Reich.
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The number of adults who were assisted by standard unemployment
benefits and by emergency unemployment allowances was augmented by
those who were given employment upon value-creating unemployment
relief works instead. Thoee who received this form of assistance in place of
standard benefits numbered from 20,000 to 70,000 monthly during the
first year of operation of the Act of 1927. Those who worked instead of
receiving emergency allowances ranged from 8,000 to 21,000 a month within
the same period.

In addition partially employed workers were granted benefits to com-
pensate for days of work lost. Data covering them.are not published, but
the following official figures give an idea of the extent of service to them:

Parriar, UNeMPLOYMENT COVERED BY BENEPITS IN SPECIFIED WEEES OF 1928+

Number of Persons Receiving Benefita Total

Week Ending | For Three| For Four | For Five Benefits
Days Lost | Days Lost | Days Lost Total | (In marks)

January 28........] 5,388 419 203 8,010 16,563
February 25....... 5,630 460 188 6,278 18,165
March 31.......... 6,367 398 431 7,196 19,111
April28........... 7,211 628 366 8,205 23,728

* Official figures from files of the Ministry of Labor.

Since October 1, 1927, special data concerning the recipients of unemploy-
ment benefits and emergency allowances have been collected. The ad-
ditional information covers wage classification, age, duration of benefits or

Waaz CLAsSIFICATION OF RECIPIENTS OF STANDARD UNEMPLOYMENT BENEFITS,
Ocroses 135, 1927-SEPTEMBER, 1928 *

(Number in each wage class as a percentage of the monthly total, for months
ending on the 15th)

Wage
1927 1928
under
Act of
1927 Nov.| Dec. | Jan. | Feb. | Mar.| Apr. | May | Jun. { July | Aug. | Sep.

I.... 1.5] 14| 1.4 170 171 19| 24 24| 2.7 25 1.0
II..... 25 26| 26 31| 30| 3.0 34 35 36| 36 17
II..... 47] 46| 44 49 50 50 53| 56] 6.0f 56| 3.6
Iv......] 10.5) 9.5 9.2| 10.0|.10.1] 10.8] 11.1] 11.8] 12.4{ 12.0] 8.8
V... 14.3] 13.2| 13.0| 13.8} 13.7| 13.9| 14.0] 14.2| 14.5| 14.1] 12.8
VI......| 16.6] 15.7] 15.9| 16.1] 16.0] 16.0{ 15.7] 15.3| 15.0| 15.4| 27.7
VII......| 15.4] 15.6] 15.5] 15.1] 15.1] 14.9] 14.3] 13.9] 13.5! 13.7} 18.3
VIIIL... 13.1} 14.0| 14.1] 13.3} 13.2| 12.8] 12.1] 11.7| 11.3]| 11.4| 13.0
1X......] 88| 961 98| 03] 92| 896 87/ 85 85 88| 50
X..... 571 63] 67 6.1] 62 6.0} 6.0| 59| 57 6.0 36
XI.... 69] 7.5] 74| 66/ 68 6.8 7.0 72| 68 69 47
Total. .. .| 100.0§ 100.0{ 100.0{ 100.0| 100.0{ 100.0 100.0| 100.0{ 100.0{ 100.0{ 100.0

* Statustisches Jahrbuch fiir das Deutsche Reich, 1928, p. 392; and Statistische
Beilagen sum Reichsarbeitsblatt for June-October, 1928. Figures for October,
1928, are not available because of incomplete reporting for that month,

9 .




118 GERMAN UNEMPLOYMENT INSURANCE

allowances, persons- exhausting’ claim to assistance, and those employed
upon public works. The distribution of recipients of standard benefits
according to wage classes established by the Act of 1927 is shown for the
first yéar in the table on page 117,

The distribution of recipients of emergency unemployment allowances
has been published regularly since July, 1928. The figures for one quarter
are given in the following table.

WacE CLASSIFICATION OF RECIPIENTS OF EMERGENCY UNEMPLOYMENT
’ AvrLowANCES, JUNE 15-SEPTEMBER 15, 1928 *

(Number in each wage class as a percentage of the monthly total, for months
: ending on the 15th)

Wage Classes .
Undercht of 1927 July August September

0.9 1.0 1.0

1.8 1.7 1.7

3.7 3.6 3.4

9.2 8.8 8.5

13.5 12.6 12.0

28.0 27.7 27.8

18.2 18.3 18.1

12.2 13.0 13.3

49 5.0 5.4

3.4 3.6 38

42 4.7 5.0

100.0 100.0 . 100.0

19; gtatistische Beilage zum Reichs-Arbeitsmarkt-Anzeiger, 1929, No. 7, Feb. 12,

The age classification of recipients of standard unemployment benefils
published for three dates in 1928 are shown in the following table.

AGE AND SEX OF RECIPIENTS OF STANDARD UNEMPLOYMENT BENEFITS FOR
MonTtas ENDING JANUARY 15, APRIL 15, AND OcToBER 15, 1928 *

(Number in each age class as percentage of respective totals)

Jan. 15 ‘April 15 October 15
Male| Female| Total] Male{ Female|Total| Male Female] Total

18 yearsorless...| 32 53 | 35| 23| 45| 27| 31| 47 35
Over 18, through 21| 12.0| 14.7 | 12.4| 11.8] 13.1 {12.0] 13.0( 123 | 12.8
Qver21, through 45| 59.3 | 58.6 | 59.2| 59.5] 64.0 | 60.3} 58.2( 67.0 | 60.4
Over 45, through 60| 20.4 | 17.6 |20.0]| 20.2] 153 {19.3} 19.4| 13.4 | 17.9
Over 60...... Veee| 6.1 3.8 49 62 3.1 57f 6.3 26 | 54

« Reichsarbeitsblatt, 1928; No. 7, Pt. II, p. 104; No. 16, Pt. II, p. 273; No. 34,
Pt. II, pp. 550-551.

Age Class

They received insurance during the first year for the following lengths
of time:
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Dunation or PAmn o StaNparp UNEMPLOYMENT BENEPFITS, IN THE FiRsT
EAR’'S8 OPERATION OF THE ACT OF 1927+

Percen of Total in Receipt of Benefits for

Total I
pecified Number of Weeks
Month Ending | Number
Recini 13or | Over 13 Over 26 Over 39
ipients | 1 e | Through 26 | Through 39 | Through 52
1927:
November 15...] 392,569 61.3 20.1 125 6.1
. 9gseeembi!l' 15....| 830,586 } 78.1 12.8 6.1 3.0
February 15°%. ..] 1,290,921 78.2 16.6 3.7 1.5
March 15.......} 1,200,271 63.0 31.8 3.8 14
April 15........| 844,890 51.2 424 4.9 1.5
May 15........] 642,180 558 38.0 4.6 1.6
June15........] 622165 59.0 35.3 40 1.7
July 15......... 579,763 63.8 36.2 —_ —_
August 15...... 567,720 646 35.4 — —_
Beptember 15...] 576498 | 640 36.0 - —
October 15....... 593,589 64.8 35.2 —_ —
*From Jtatustuche Bedagen zum Reichsarbeitsblatt, December, 1927-No-

vember, 1928.

* Japuary figures not available.

Standard benefits were limited by the law of 1927 to 26 weeks, and
the extension to 39 weeks allowed by the Act was not granted in practice.
Nevertheless, during the transition period from the old law to the new,
special concessions were made to persons expecting longer aid under pre-
vious rulings. This exception was first limited to March 1, 1928, but was
extended to July 30 of that year. It then expired. However, one-half to
nearly four-fifths of the persons listed had received benefits fer three
months’ time or less. Even when aid was extended for a year, the majority
were assisted for less than six months. Comparatively few persons received
benefits long enough to exhaust their claim. This is indicated by the
figures below showing the number of persons whose claims to benefits were
exhausted during the months specified They comprised from 1 to 10
per cent of the recipients of insurance.

Month Ending Number of
1927: Persons
November 15 .... 20,358
December 15 18,332
1928:
January 18 . .....iiiiiiiiiiiriieiiieaenanes 18982
February 15 (... .ciir iiiiineransenenennsns « 24,116
CMarch 15 Looliiiiiiiiie, sevenns 20,908
April 18 L eniviine v iiiiieiienienean eseaass 27461
. S . J PR 39,696

* Statistische Beilagen sum Rmhnrbaublau December, 1927-October, 1928.

* Figures for October not available becnuae of temporary dxsorgamzauon
resulting from inclusion of labor offices into the Reichsanstall during that
month. .
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Those who recewed emergency unemployment allowances during the
first year were given this form of aid for the lengtbs of time indicated in
the following table.

DuraTioN OF PAYMENT OF EMERGENCY UNKMPLOYMENT ALLOWANCES IN Firs?
YEAR'S OPERATION OF THE ACT OF 1927+

Percentage of Total in Receipt of Allowances for
Total :
]!gn ‘:;}"h Nun;ber Specified Number of Weoks
ng of 130r | Over13 | Over28 | Over39 | Over
Recipients] Jose |Through 26/ Through 39 Through 52 52
1927:
November lg 126,218 4.7 20.7 181 18.8 -
IQMQS ber 15 171,657 58.0 150 12.6 10.7 3.7
February 154 215,502 63.0 198 6.6 6.0 46
March...... 212322 519 310 6.1 5.4 3.6
April 15.....] 182,398 403 40.6 6.1 8.5 73
ay 15..... 142948 38.0 403 6.8 58 9.1
June 15..... 125,518 377 36.6 79 6.7 111
July 15..... 89,850 547 4?20 33 —_— —
August 18... 80,805 59.2 37.4 34 — -
September 1 82,356 59.4 348 8.1 0.7 —
October 15. .| 89,708 46.9 36.0 13.9 22 —_

m;gmku«:h Beilagen sum Retchsarbeilsblatt, December, 1927, to November,
* Data for January, 1928, were not published.

These recipients of emergency unemployment allowances were grouped
into two classes: (a) those who had worked between 13 and 26 weeks
during the previous year, and those who had exhausted their claim to
standard benefits. Their distribution in these two classes for the first year
was as follows: ®
Number Not Meeting  Number Having

Requirements for Exhausted Their

Month Ending Benefits Claims

1927
November 18 ... ...coiviven 33004 87,933
December 15 ............ v 85742 85918

1928:
January 15 .. ...l Ceaaae 144418 83.862
February 13 ..o 147,100 68,402
March 15 ..... Cevaranaaaaaas 147,168 65,154
April 18 .ottt 123.460 58,933
May I8 (iiiniiiiiinninnnans . 53 54,405
June 18 .iiiiiiiiiiiiaiaanes 70,056 55432
July 18 ...viiininn Cvasaaanas 48311 41339
August 18 ....iiiiiiiiaiaenn 34,968 45929
September 13 . ..cviiiiiinn 31138 51218
October 18 ...iviiiiiiinnnns 30,901 58,502

® Siatistische Bedagen gum Reichsarbeitsblalt, December, 1927-November,
1028,
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II. ArricaTiONs or EMPLOYEES AND EMPLOYERS TO THE EXCHANGE

The extent of unemployment in Germany is also indicated by statistics
of applicants for work at placement offices. Data cover reports of the
public exchanges and also, since January, 1923, those of the private, non-
fee bureaus. The private, non-fee agencies played a larger rdle in Germany
before the war than they do today. They comprise services established by
employers, trade unions, and the public and private welfare bodies. Fee
agencies are largely confined to placing certain types of women’s labor. They
are only required to make quarterly statements to the employment ex-
changes. Their placements are, therefore, not included within the monthly
employment statistics. Placement by the public exchanges comprises the
major proportion of such service rendered in Germany.® The present con-
solidation of the employment exchanges with unemployment insurance is ex-
pected to increase the volume of service rendered by the public exchanges
and their relative importance in placement. The percentage of all jobs filled
that are handled by the employment exchanges cannot be determined
accurately.

Employment exchange data on applications for positions are of two
types (a) the number of persons applying for positions at the middle and
at the end of each month, and (b) the relation of applicants for work to
positions registered. Most of the persons seeking jobs on specified days
are unemployed. Only about 3 to 5 per cent are attempting to change their
jobs.” A few are counted twice because they have registered at both the
public and the private, non-fee exchanges. On the whole, however, these
figures represent the bona fide unemployed. Their number is considerably
greater than that of the recipients of unemployment relief. On the last
working day of June, 1928, for example, 1,207,410 persons applied for
positions at the employment exchanges. That month unemployment in-
surance was granted to 610,687 persons and emergency unemployment
allowances to 113,595 others. About 80,000 more people were employed upon
value-creating usemployment relief works, There remained about 400,000
applicants who were not assisted. Perhaps 10 per cent of them were
employed. The rest had not fulfilled the requirements for insurance or
bad exhausted their claim.

Statistics of applicants to the public exchanges are published monthly
in the Reichsarbeitsblatt and annually in the Statistisches Jahrbuch fiir das
Deutsche Reich. More weight is attached for administrative purposes to
the placement service's index of employment. This is the ratio of applicants
to 100 jobas listed with the exchanges. Its value ae a gauge of unemployment
is relative, however, gince the employer’s use of the' exchange differs in

¥ Comparison of the activity of public, non-fee private, and private fee
agencies may be made by reference to the annual statistics of placement pub-
lished in the Statistisches Jahrbuch fiir das Deutsche Reich.

* At the end of August, 1928, of 1,162,000 applicants to the employment
exchanges, 90 per cent were unemployed, and 6.6 per cent were occupied on
value-creating unemployment relief work, leaving only 4.4 per cent who were
employed but were seeking other positions. Reichsarbeitsmarki-Anzeiger
No. 41, 1928, p. 10.
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proportion to availability of labor, customs of the locality or industry, and
pplicies of the exchange. Reports of the employment exchanges are now
given according to occupational classifieation. It is, therefore, possible to
determine seasonal variations in employment with greater accuracy than
could be done prior to 1927.

III. Travbe Union. UNEMPLOYMENT STATISTICS

Trade union statistics are a third source of information concerning un-
employment. Local bodies send reports monthly ‘to trade union head-
quarters, which forward them to the Ministry of Labor. In 1920 the data
- on uncmployment among trade unionists were based upon the reports of 35
national unions having about 5.5 million members, and, in 1927, upon 39
national unions with about 3 million members® How representative these
data are of the general situation in Germany is hard to determine. The
trade union group undoubtedly has a more advantageous position than: the
unorganized. About three-fourths of the members are estimated to be
skilled or semi-skilled workers. They probably experience a lower rate of
unemployment than do the rest of the workers. They represented about one-
fourth of the working population in 1920 ** and about one-seventh in 1927.*

The completeness of the trade union statistics is also difficult to de-
termine. The data are much more reliable than American trade union
experience would lead one to anticipate. The Allgemeiner Deutscher
Gewerkschaftsbund, which is the largest federation of trade unions in
Germany, compels locals to report. The central office can exert pres-
sure on non-conforming locals through its right of expulsion. This power
involves the recaleitrant member’s loss of participation on legal bodies
dealing with labor matters. Therefore the national organization believes
that it commands a high rate of compliance. According to Dr. Wunderlich,
reports in the last quarter of 1923 were obtained from 83 per cent of the
paid membership.*

Trade union data on unemployment and partial employment are given
in percentages of unemployment among their membership. These are
published annually in the Statistisches Jahrbuch fiir das Deutsche Reich,
The figures are not strictly comparable throughout the eight years shown,
The data are reported according to members not fully employed and accord-
ing to the amount of time lost weekly. Since January, 1926, the reports
have not given the number of persons partially employed. but the total
time lost through partial unemployment. Partial employment is listed in

B Peichsarbeitsblatt, 1920, pp. 25, 347; 1928, Pt. IT, 143.

% The number of employed workers in Germany in 1920 was estimated as
19,250,000 by Dr. W1. Woytinski in Die Welt in Zaklen, 2. Buch. Die Arbeit.

.16, .
P % The number of employed or employable workers in Germany in 1927 was
estimated as 21 million by Dr. Syrup, in Arbeitsmarkt und Arbeitsmarktpolitik
in Deutschland, in 38. Sonderheft zum Reichsarbeitsblatt, p. 11.

1 Wunderlich, Frieda, Die Bekimpfung der Arbeitslosigkeit in Deutschland
seit Beendigung des Krieges, 1925, Fischer, Jena, p. 13.
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four groupe, showing loes of one to eight, nine to sixteen, seventeen to
twenty-four, and twenty-five and more hours a week. The total gmount
of time lost is ealculated by the number of hours at the mid-point of
each group. This total is then divided by eight to give the number of days
of unemployment. The result added to the data on total unemployment
among trade union members gives the volume of unemployment for organ-
ized labor. The data on volume of unemployment are published as per-
centages of employment of every trade unionist for eight hours a day.

IV. SeeciaL INVEsSTIGATIONS

Two special investigations have been made of recipients of unemploy-
ment relief or insurance. The first, covering recipients of relief on July 2,
1926," secured information from 1,594,300 persons. It was conducted pri-
marily to determine wage classes for an unemployment insurance law and
the relative costs of relief and insurance, but also gave data relating to
sex distribution of recipients of relief, amounts of aid they had received,
and their dependents.

A second and more detailed investigation™ made on March 15, 1929
secured schedules for 2,064,423 recipients of unemployment insurance or
special relief to necessitous seasonal workers. Eighty-five per cent of these
persons were men. Work histories for one year or longer before report
of current unemployment were secured from 1,527,992 persons, 1,306,332
being men and 221,607, women. Exhaustive analysis of these schedules
was made. Recipients were classified according to age, sex, and occupational
grouping, the seasonal and mon-seasonal groups being separated. Under
these classifications previous wage rates, duration of employment in insured
occupations, receipt of unemployment benefits or emergency unemploy-
ment allowances, incapacity for work through sickness, and loss of time
for other causes were tabulated.

Over 82 per cent of the one and one-half million had received no bene-
fit at all during the year preceding report of current unemployment. .
Analysis of their wages showed that Class VI, from 30 to 36 marks, or
$7.50 to $9.00 was the mode for the entire group. Class VIII covering
wages from 42 to 48 marks, or $10.00 to $12.00, was modal for men and
Class IV with wages of 18-24 marks, or $4.50 to $6.00, for women. One-
half of them fell within Classes V to VIII, with wages from 24 to 48 marks,
or $6.00 to $12.00. These classes comprised 55 per cent of the men and
34 per cent of the women. Classes IX to XI, with wages of 54 marks and
over, included 34 per cent of the men and 1.6 per cent of the women.
Clasees 1 to IV, receiving up to 24 marks, covered 64 per cent of the
women. The married men fell in classes VII to XI with wages of 30 marks
and over and unmarried men mostly received 24 to 48 marks. Both mar-

* Evste Ergebnisse der Erhebung in der Erwerbslosenfiirsorge vom 2 Juli,
1928 Beilage sum Nr. 40 Reichsarbeitsblatt, 1926.

® Ergebnisse der Erhebung in der Arbeitslosenversicherung und in der Son-
derfiirsorge bei berufsiblicher Arbeilslosigkeit vom 15 Marz, 1929. Beilagen
sum Nr. 23, 27, 30, 34, 40, 52, 1929; Nr. 6, 14, 1930 Reichsarbestsblalt.
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ried and unmarried women were mainly in Classes III to V, with wages of
14 to 30 marks; but there was a higher percentage of married than of
unmarried women in the lowest wage class. Among the men the highest
wage groups comprised more seasonal than non-seasonal occupations, while
women seasonal workers, most of whom were in agriculture, were in the
lowest wage classes.

V. MEAsSURES OF EMPLOYMENT

Further evidence of the volume of unemployment is given by the mea-
sures of employment. Data on positions available at the employment
exchanges show a rough inverse relationship to the curve of unemployment.
-Even more pronounced inverse relationship is found in the figures on em-
ployment among the members of the health insurance fund.® Employers
are legally obligated to report to this fund employment or release of all
persons who are required to insure in it. There is probably a high per-
centage of compliance. The data of the fund give the number of members
in the firm and thosé who are released and hired. The local funds are
required at the beginning and end of each month to report to the Ministry
of Labor, their statistics giving the total number of employed and those
hired or released during the month.

The figures until recently have not been gathered universally. They havo
merely been samples of employment conditions taken from various districts.
They have usually been taken from communities that have had large health
insurance funds. The result has been undue weight to the greater fluctua-
tions of employment in the large cities. Today all funds are expected to
report. It is not possible, however, to secure complete and immediate com-
pliance from the health insurance fund. To eliminate the resulting inac-
curacies, a chain index of health insurance figures has been adopted. Using
January of each year as 100, percentages are based on the reports actually
turned in for each month. These indices were first used in 1925, but were
carried back retroactively to 1923. They are published in the Statistisches
Jahrbuch fir das Deutsche Reich.

* Numbering over 21 million persons in the summer of 1928.
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EFFECT OF POPULATION CHANGES IN GERMANY
UPON FUTURE LABOR SUPPLY

The war checked the growth of German population, through loss of
men and through decrease in the birth rate. It is estimated that 2 million
Germans were killed in the war, that 3 million fewer children were born,
and that three-quarters of a million persons died in the hunger blockade
of 1918 The low birth and high death rate between 1915 and 1918 resulted
in & continually increasing excess of deaths over births for that four-year
period. The official population data are published in the Statistisches Jahr-
buch fiir das Deutsche Reich.

The German population had been prolific before 1914. In the half
century before the war the birth rate was high and the death rate constantly
decreased. In 1871 the birth rate was 34.5 per thousand of population;
from 1874 to 1877 it exceeded 40 per thousand. In 1880 it was 389, and in
1890 it was 35.7 per thousand. During the nineties and the first decade
of the twentieth century it declined slightly. Around 1910 it stood at
about 30 per thousand. In five of the years between 1900 and 1910 there
were over 2 million living births per year. In that decade the population
increased from 56 to 64 million. Between 1910 and 1914 over 3 million more
were added. By 1914 the birth rate had decreased to 27 per 1,000.

While the total German population decreased between 1914 and 1925, it
is difficult to estimate the change in numbers of employable persons. Of
the 2 million persons killed in the war, about 1,950,000 were men between
the ages of 18 and 40. An additional 722,000 soldiers were so badly injured
that they were entitled to special compensation. Many of them found
return to industry impoesible. The high pre-war birth rate, however, added
employable persons from the younger age groups. Applicants for work
were therefore numerous in spite of war losses in man power. The war also
increased the existing excess of females over males. In 1910 there were
800,000 more German women than men. In 1925 the difference had become
2,100,000. .

Of the 3 million children unborn because of the war, two and a quarter
million would probably have entered the labor market at the age of 14.
The decrease in 14-year-old persons going to work was expected to be
evident between 1929 and 1933, The estimated decrease® in the number

" These figures are quite generally accepted in Germany. They are used by
Dr. Syrup in Arbeitsmarkt und Arbeitsmarktpolitik in Deutschland, 38 Sonder-
Aeft sum Reichsarbeitsblatt, p. 8.

® Reichsarbeitsblatt, No. 44, 1925, Pt. 11, p. 716,
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of juveniles entermg employment at the age of 14 is as follows, for the
years 1929-1933:

Estimated
Year Decrease
1920 . i it 80,000
R 2 500,000
2 5 570,000
1932 e i e 640,000
R 2 Y 590,000
Total .oiereririiiiiirieiieeeenennnn. 2,380,000

These calculations are made on the basis of the records of children en-
rolled in the Volksschule or intending to enter it. Practically all pupils are
graduated from this school at the age of 14 and go to work or enter an
apprenticeship immediately thereafter. The school estimates® of the number
of children graduated each spring from the Volkschule and expected
to go to work each spring, for the years 1928-1933, are as follows:

Year of ’ Number of
Graduation Children
B 1,293,900
1929 .. ie it 1,210,528
B 1 793,023
3 P 717431
1932 .. i iiiiiiienr s .. 650,903
1933 .. iiiieiiaieraeaase ... 696,637
1934 1,311 475

1935 oo, 1270537

Attempt has also been made to predict the occupational distribution of
this shortage of juvenile labor. Calculation has been made on the basis
of the 1925 census. The table on page 126 shows a marked reduction
amounting to almost 50 per cent decrease in juvenile labor by 1932. The
two groups, agriculture and industry, experience the greatest numerical loss
because they employ the largest number of juveniles.

More permanent effects upon the future population in Germany are
anticipated in the post-war decrease in the birth rate.* These population
changes lead some to believe that the high rate of unemployment is rela-
tively temporary. Others contend that German population is far too great
for the resources of the couniry and that the decrease in the birth
rate is counterbalanced by the increasing longevity. The development of
technical processes and the “ rationalization ” of industry are also expected

s Reichsarbeitsblatt, No. 44, 1925, Pt. II, p. 716.
*In 1925 the German birth rate was * close to the desired French limitation.”
“ Der Arbeitsmarkt und die Bevélkerung” in Der ffentliche Arbeitsnachweis,

pril, 1927, pp. 25-38.)
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to exercise such a change upon the labor market that even a declining
population may experience unemployment.*

Occurationar DistrisuTioN or JuveNnILEs AceEp 14 Accorping 10 CENsUS
ENUMERATION OF 1925 AND EsTIMATES FOR 1928-1940 &

(In thousands)
1. MALES

ot | 18dustry | Trade | Clerioal | g . Duerm

Yoo famie| v | ytod, [ g0 [iadsber) B | Dot | ol (Tl
Aged 14 | F merce Work ﬂm)
1925 | 6449 | 146.5 | 269.1 | 39.1 4.1 3.9 4.5 467.2 | 177.7
1928 | 620.8 | 141.0 ] 259.0 | 37.7 4.0 3.7 4.3 449.7 | 171.1
1929 } 587.6 § 133.5] 245.1 | 35.7 3.8 3.5 4.1 425.7 | 161.9
1930 | 3835.0 | 87.41] 1606 | 23.4 2.5 2.3 2.7 278.9 | 106.1
1931 | 337.4 76.6 | 14081 20.5 2.1 2.0 2.4 2444 | 93.0
1932 | 307.4 698 1282 | 18.7 2.0 18 2.2 2227 847
1933 | 3378 76.7 | 1409 | 20.5 2.2 2.0 2.4 24471 93.1
1934 | 633.5| 143.8 | 2643 | 38.5 41 3.8 44 4589 ] 174.6
1935 | 628.0 | 14268 | 2620 | 38.1 4.0 3.8 44 4549 | 173.1
1936 | 604.6 | 137.3 | 252.3 | 36.7 3.9 3.6 4.2 438.0 | 166.6
1937 | 674.8 | 130.5 | 239.7 | 35.0 3.6 3.4 4.0 416.2 | 158.6
1938 | 544.7 | 1236 | 227.1 | 33.2 3.4 3.2 3.8 394.3 | 150.4
1939 | 6659 ] 128.5 | 236.1 | 34.3 3.6 3.4 4.0 409.9 | 156.0
1940 | 545.1{ 123.8 | 227.4 | 33.1 3.5 3.3 3.8 394.9 | 150.2
11, FEMALES

1925 { 628.1 | 1548 779 35.0 1.9 3.1 53.7 | 326.4 |} 301.7
1928 | 6103 | 150.5| 75.7] 34.0 1.8 3.0 52.2 | 317.2 | 293.1
1929 | 578.5 | 1426 | 71.7| 322 1.7 29 49.5 | 300.6 | 277.9
1930 | 377.1 930| 4681 210 1.1 1.8 32.3 | 196.0 | 181.1
1931 | 328.4] 81.0 407 183 1.0 1.6 28.1 | 170.7 | 157.7
1932 | 298.6 736 37.0}| 166 0.9 1.5 25.8 | 155.2 | 143.4
1933 | 327.5 80.8 406 | 18.2 1.0 1.6 28.0 | 170.2 | 157.3
1934 | 612.4 | 1510 76.0 | 34.1 18 3.0 52.4 } 318.3 | 294.1
1935 | 609.3 | 150.2 7561 33.9 18 3.0 52.2 | 316.7 | 292.6
1936 | 588.7 | 145.1 73.0] 328 1.8 29 50.4 | 306.0 | 282.7
1937 | 556.6 | 137.5 69.0] 31.2 1.7 2.7 47.3 | 289.4 | 267.2
1938 | 524.1} 129.5 650] 293 1.6 2.6 44.5 } 272.5 1 251.6
1939 | 5458 | 134.5 67.7] 30.4 1.6 2.7 46.7 | 283.6 | 262.2
1940 | 526.0 | 129.7 65.2 ] 293 1.6 26 45.0 | 273.4 | 252.8

* From official records of Ministry of Labor.

% Answer is made to this contention that a program of rationalization must
include attention to the buying power of the population. It is held that the
home market is, in the last analysis, the best place for the disposal of goods
and that high wages must accompany increase in productivity. This latter
argument finds perhaps its greatest advocates among the trade unions.
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TRANSLATIONS OF GERMAN ORDERS AND ACTS
DEALING WITH UNEMPLOYMENT

English translations of German orders and laws dealing with unemploy-
ment are published by the International Labour Office at Geneva, Switzer-
land. These include the Employment Ezchanges Act of 1922; the Pro-
ductive Unemployment Relief Orders of 1923; the Unemployment Relief
Orders of February, 192}; and the Employment Exchanges and Unemploy-
ment Insurance Act of 1927. Copies of these transulations may be secured
upon application to the International Labour Office headquarters in Geneva
or the branch office in Washington, D. C.



BIBLIOGRAPHY

The following bibliography is not intended to be comprehensive. It has
seemed to the writer more important to indicate a few of the outstanding
books in the fields related to the subject than to present an exhaustive
bibliography. The former policy seems of more practical value and cer-
tainly less discouraging to a person seeking to understand the major trends
in a foreign country which uses a language different from his own. The
'sources given lead those who wish to pursue the subject further to other
material. Moreover, fairly exhaustive bibliographies are available. The
International Labour Office has issued one which, it is to be hoped, will
be continually brought up to date. Another has been privately collected by
the Industrial Relations Counselors, Incorporated, of New York City.

Similarly, periodical material in this field is plentiful. A list of a few of
the outstanding German periodicals representing different points of view
and carrying frequent articles on the subject would therefore seem to be of
value to American readers. For those wishing more detailed guidance to
periodicals and books on German unemployment insurance, attention is
called to the bibliographies published regularly in the Reichsarbeitsblatt.

PeriopicaLs

In the following German periodicals, material frequently appears on
unemployment or allied subjects:

Amtliche Nachrichten fiir Reichsversicherung, official organ of the Reichs-
versicherungsamt and the Reichsversicherungsanstalt fiir Angestellte of the
Reichsarbeitsministerium, Reimar Hobbing, Grossbeerenstr, 17, Berlin,
S. W. 61. (In 1928 separate publication of this magazine was discontinued
when it was incorporated into the Reichsarbeitsblatt.)

Arbeit und Beruf, Berlin, Griiner.

Der Arbeitgeber, organ of the Federation of Employers’ Associations, Ber-
lin, Elsner.

Der offentliche Arbeitsnachweis, Stuttgart, Kohlhammer.

Die Arbeit, monthly organ of the General Federation of Trade Unions,
Verlaggesellschaft des Allgemeinen Deutschen Gewerkschaftsbundes,
G.m.b.H., Berlin.

Die Arbeiterversorgung, Berlin, Trischel.

Gewerksschafts-Zeitung, weekly organ of the General Federation of Trade
Unions, Verlaggesellschaft des Allgemeinen Deutschen Gewerkschafts-
bundes, G.m.b.H., Berlin.
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Industrial end Labour Information, weekly organ of the International
Labour Office, Geneva, Switzerland.

Jugend und Beruf, Berlin, Carl Heymanns.
Magazin der Wirtschaft, Berlin, Wirtschaft u. Geshift.

Nachrichtendienst des Deutschen Vereins fiir éffentliche und private
Firsorge, Frankfurt a M., Heinrich Demuth.

Reichearbeitsblatt, official organ of the German Ministry of Labor, Berlin,
Hobbing (especially important for study of unemployment insurance).

Reichs-Arbeitsmarkt-Anzeiger, official organ of the Reichsanstalt fiir
Arbeitsvermittliung und Arbeitslosenversicherung, Berlin, Weber.

Soziale Praris, Jena, Fischer.
Statistik des Deutschen Reichs (Vierteljahreshefte), Berlin, Hobbing.

Vierteljahreshefte fir Konjunkturforschung, official organ of the Institut
Jir Konjunkturforschung, appearing since 1926, Berlin, Hobbing.

Wirtschaft und Statistik, appearing since 1921, Berlin, Hobbing.
Wochenbericht des Instituts fir Konjunkturforschung, Berlin, Hobbing.

BIBLIOGRAPHIES

International Labour Office, “ Bibliography of Unemployment,” Studies
and Reports, Series C., No. 12, Geneva.

“ Literatur su den Vorlesungen iiber die Wandlungen der deutschen Volks-
wirtschaft susammengestellt im Institut fir Weltwirtschaft und Seever-
kehr an der Universitit Kiel,” Kiel, Schmidt & Klaunig 1927.

Reichsarbeitsblatt.
Booxks
PRINCIPLES OF UNEMPLOYMENT INSURANCE

Fuss, Henri, “ Les Principes directeurs de I’Assurance-Chomage,” Associa-
tion pour le Progrés Social, Vienna Conference, September, 1927, Nancy-
Paris-Strasbourg, Betxer-bevrault 1927.

International Labour Office, “ Unemployment Insurance,” Studies and
Reports, Series C., No. 10, Geneva.

GERMAN UNEMPLOYMENT INSURANCE

Der Stidtetag. Beilage zum Nr. 2, 1929 der Statistischen Vierteljahres-
berichte des deutschen Stddtetages. Berlin. Loewenthal,
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Entwurf eines: Gesetzes iiber Arbeitslosenversicherung, Reichstag III
1924-1927, Drucksache, Nr. 2885, January, 1927, Berlin, Carl Heymanns,
1927.

International Labour Office, translations of the following orders and Act:
a. The Productive Unemployment Relief Orders of 1923.
b. The Unemployment Relief Orders of 1924.

e. The Employment Exchanges and Unemployment Insurance Act of
July 16, 1927,

Lehfeldt, Bernhardt, Die Erwerbslosenfiirsorge, Berlin, Heymanns, 1925.

Reichsarbeitsblatt, Beilage zum Nr. 30, 1929. Gesetz zur Aenderung des
Gesetzes iiber Arbeitsvermittlung und Arbeitslosenversicherung vom 12
Okt., 1929. Berlin, Hobbing.

Rachsarbmtsmarkt-Anze1ger, Beilage, 1928. Denkschrift iiber Erhebung
der Arbeitslosigkeit im Winter 1927-28.

Beilage zum Nr. 25, 1929. Die ersten Ergebnisse der Erhebung in der
Arbeitslosenversicherung und in der Sonderfiirsorge bei berufsiblicher
Arbeitslosigkeit vom 15 Marz, 1929.

Beilagen zum Nr. 27, 30, 34, 40, 52, 1929;°6, 14, 1930. Weitere Ergebnisse
der Erhebung in der Arbeitslosenversicherung und in der Sonderfiirsorge
bei berufsiiblicher Arbeitslesigkeit vom 15 Marz 1929. Berlin, Weber,

Reichsgesetzblatt (Official annual compilation of national legislation).

Reichsgesetzblatt. Gesetz iiber Arbeitsvermittlung und Arbeitslosenver-
sicherung in der Fassung vom 12 Oktober 1929. Berlin, Hobbing.

Spliedt, Franz u. Broecker, Bruno, Gesetz iiber Arbeitsvermittlung und
Arbeitslosenversicherung mit ausfiihrlichen Erlduterungen, Berlin, AD.G.B.,
1927.

Weigert, Oskar, Ausfiihrungsvorschriften zum Gesetz iiber Arbeitsver-
mittlung und Arbeitslosenversicherung, Berlin, Hobbing, 1928,

Weigert, Oskar, Kommestar zum Gesetz iiber Arbeitsvermittlung und
Arbeitslosenversicherung vom 16, Juli, 1927, Berlin, Hobbing, 1927 (the
official commentary).

Weigert, Oskar, Neue Vorschriften iiber Arbeitsvermittlung und Arbezts-
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Aliens, insurance of (see cilizenship
requirements)
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Allowances for dependents, (see de-
pendents, allowances for)

Amendments, 48, 58, 81, 89, 90, 100,
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ances)
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50, 57, 69
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ventive measures)
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Compensation, (see benefits)
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Conditions for benefits, (see eligt-
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Duration of benefits, 5, 22, 26, 56, 67,
85, 88, 100, 101

Economic voluntarism, 110, 112
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also reciprocity to nationals of
other countries)
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Funds, sources of, 19, 22-29, 48-50, 81-
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Great Britain, unemployment insur-
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Income of the unemployed, 21, 22
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Industrial accident, (see accident in-
surance)

Industrial disputes, 4, 21, 44, 54, 62,
67, 97, 98, 116

Industrial home work, 50, 86, 107

Industry, unemployment relief by, 3,
(see also employers’ plans for un-
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Mirners’ sickness fund, 23, 25, 59, 92
Minimum wage, (see trade agree-
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Misuse, (see abuse of the unemploy-
ment insurance act)
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Morale, 80

National planning of production, 80

National treasury, (see deficit)

National unemployment relief, 14-31

Necessitous condition as requirement
for relief, 19, 21, 27, 28, 56, 57, 83,
93, 99, 116

Non-commercial agencies, (see non-
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Non-fee agencies, 10, 11, 44, 69, 121

Non-partisanship, 10, 43, 44, 63, 68, 69

Notice required before discharge, 42,
(see also compulsory provision of
employment)

Nullen-Schreiber, 15, 103

Occupational wage rate, 101, 102
Old age pensions, (see invalidity and
old age insurance)

Partial assistance, 21

Partial employment, 9, 15, 16, 20, 27,
42, 56, 84, 116, 117, 122, 123

Penalties, 50, 53-55, 66, 67, 97, 102

Pensions, 59, (see also invalidity and
old age insurance, poor relief)

Periods of incapacity, regulations, (see
health insurance)
Personal limitations causing unem-
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Personnel of Reichsanstalt, 63, 72,
91, 111

Pflichtarbeit, 54, 74, 75, 88, 105, 116

Placement, 3, 5, 9-11, 16, 42-45, 49, 55,
56, 65-72, 86, 87, 91, 95, 102, 105,
(see also employment exchanges)

Political parties, 69, 71, 111

Poor relief, 5, 6, 9, 10, 40, 57, 67, 73,
93, 94, 97, 106, 108-110

Population problems, 13, 106, 112, 125~
127

Postal service, 36, 37

Preventive measures, 65, 68, 82, 87,
88, 95, 104, 112

Printers’ union, 6

Printing industry, 10
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non-fee agencies)

Private enterprises, loans to, 33, 38-40,
74

Private unemployment insurance, 7,
(see also employers’ plans for un~
employment relief, Hamburg Co-
operative Society, trade wunion
benefits) ]

Procedure of placement office, 66-69,
(see also employment exchanges)

Production problems, 15-17, (see also

- rationalization)

Productive unemployment relief, 15-
17, 21, 32-41, 55, (see also value-
creating unemployment relief)

Professional workers, 65, 71, 80

Proof of involuntary character of un-
employment, (see tests of invol-
untary unemployment)

Proposed unemployment legislation,
22, 28-31

Provision of employment, 21, 43, 45,
(see also compulsory provision of
employment, Pflichtarbeit, public
works)

Public agencies, (see governmental
bodies)

Public Welfare Act of 1924, 14, 40

Public welfare agencies, (see poor re-
lief)

Public Works, 3, 5, 18, 26, 32-41, 62,
95, 116, 118, (see also productive
unemployment relief, value-creat-
ing unemployment relief)

Railway construction, 36, 37, (see also
productive unemployment relief)

Rates of benefit, (see benefits)

Rates of Contribution, 48, 81-84

. “ Rationalization,” 16, 17, 39, 70, 126
! Reciprocity to nationals of other coun-

tries, 21, 57, (see also foreigners)
Reduction of German territory, 13

: Reduction of rates of contribution, 49,

81, 83

Refusal of work, 34, 53, 54, (see also
tests of involuntary ploy
ment)

Reichsanstalt, 59, 60-65, 68, 69, 71-74,
76, 83, 84, 86, 87, 89, 91-95, 98, 100,
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Reichsrat, 28 .

Reichstag, 9, 28, 111
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Relief of unemployment, 3, 4, 6, 14,
15, 18-31, 43-45, 89, 115, 116, 123

Religious sgencies’ exchanges, 10

Reparations payments, 16

Reporting, (see compulsory reporiing
of vacancies, employment ex-
changes)

Representative wage, 57

Reserve fund, 27, 31, 49, 62, 81, 83,
84, 88-90, 98-101

Residence requirements, 19, 21

Revisions, 89, 90, 95, 100, 101, (see
also amendments)

Road building, 33, 39, 77, (see also
produckeve unemployment relief)

Salaried employees, 60, 61, 103-105

Balaried employees’ insurance, 25, 44,
50, 59, 90

8chools, 70, 71, 108, 124, 125

Scope, (see eligibility)

Seamen’s insurance, 25

8easonal unemployment, 4, 17, 22, 49,
50, 58, 57, 68, 69, 83, 84, 86, 98-101,
107, 110, 123, 124

Sickness insurance, (see health tnsur-
ance)
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33, 35, (see also Grundfirderung)

8ocial inmurance, 5, 23, 25, 30, 49, 53,
50, 84, 90, 92, 93, (see also accr-
dent insurance, heallh insurance,
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of)
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ers, 49, 50, 58, 57, 89, 100
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Of currency, 14, 15, 16, 26
Of employment, 3, 4, 49, 50, 56, 57,
89, 112
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Standard unemployment benefits, (see
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State aid to the unemployed, 23, 24,
49, 80, (see also emergency unem-
allowances, special re-
lief to seasonal workers)
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Types of, 4



140

United States, unemployment in, 3-5

“Unreasonable hardship,” 22, 26, 51,

52, 54, 98
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cancies)

Value-creating unemployment relief,
62, 73-82, 84, 88, 95, 101, 104, 107,
112, 117, (see also productive un-
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