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1. WORK AS A FORM OF AID

G
ERMANY, unlike England or the United States, for

instance, uses its unemployment-insurance funds for
work-relief purposes. This it has done ever since it

formally launched its unemployment-insurance scheme in 1927.
Considering that unemployment insurance can at best take care
of only moderate volumes of unemployment, running over short
periods of time, this is an experiment of considerable importance.
All other volumes of unemployment, moderate in amount but
running over long periods of time, the kind that have been known
to accompany technical changes, and inordinate in amount, the
kind that accompany a general business collapse, must be handled
in some other way, including work. This is necessarily so because,
for one reason or another, the workers entitled to unemployment
benefits exhaust their rights to them, because the funds cannot
carry excessive numbers of workers for any length of time, and
because each new accretion of young workers in a prolonged
period of unemployment fails to establish its right to benefits.
Furthermore, in a period of general unemployment secondary
breadwinners appear who are not ordinarily in the market for
jobs, but who, because of general unemployment, find it necessary
to do the best they can to make good the lapse in the earnings of
the primary breadwinners. For all of these groups work relief
has become a recognized form of assistance.

There is also a measure of prevention in work relief which
cannot be overlooked if only for its secondary effects on the heavy
industries. A general depression is usually associated with a de
pression in the durable-goods industries, particularly on the side
of capital formation. Any feature in a works program which may
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have a vitalizing effect on these industries over and above the
stimulating effect that they may receive indirectly from unem
ployment benefits is so much to the good. Such a feature is likely
to be found in the excess of wages over benefits and in the outlays
on equipment, however moderate, in connection with work relief.

The differences between the groups covered by unemployment
insurance and those covered by work relief can hardly be mis
taken, but neither can the close relationship between them on
the financial and administrative side. For preventive reasons it
is logically sound for unemployment-insurance schemes to use
some of their funds for works purposes, just as it is logically
sound for ordinary insurance schemes to use some of their re
sources in preventing contingencies that would otherwise be a
drain upon their resources. Fire- and accident-prevention cam
paigns and health-promotion campaigns are, these days, looked
upon as economically justifiable expenses in these different fields
of insurance. If public agencies can, through assistance, be in
d uced to undertake work which they otherwise would not under
take, the gain to the unemployment-insurance fund is quite clear.
The precise amount of gain is equal to the difference between the
amount spent in stimulating work relief and the amount that
would otherwise be spent in insurance benefits.

The difference between a worker who must fall back on a works
program and a worker who can still depend on unemployment
benefits is very often a difference in the technical transformation
that has overcome the industry of one and not the other and the
length of time that it takes one to relocate compared with the
other. If works programs are simply a way of lowering formerly
self -sustaining workers down to the level of public support, then
there is no relation between works programs and unemployment
insurance; but if they are a means of preserving the stamina
of workers adversely affected by industrial change.sthen the re 
lationship is rather close.

In all this the German experience leaves much to be desired
both as to duration and as to scope. Nevertheless, it is worth
noting, particularly for 1927-33, when the unemployment-insur
ance objective, although at times considerably battered, was still
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substantially true to its original purpose. The works objective, it
should also be said in advance, resembles much more the program
sponsored in America by the Public Works Administration in so
far as it is carried out through private contractors than that of the
Works Progress Administration done on public account.

II. THE GERMAN SCHEME IN STRUCTURAL OUTLINE

The authority for the German arrangement is section 139
of the Act on Employment Exchanges and Unemployment In
surance, dated July 16,1927 ("Gesetz tiber Arbeitsvermittlung und
Arbeitslosenversicherung").' The section is one of eleven compris
ing Division IV of the Act, dealing with measures for preventing
and ending unemployment. Just as the Act as a whole already
had a firm foundation in earlier unemployment-relief legislation
enacted following the war, so the section was pretty well founded
both in earlier law and in practice." It authorized the administra
tive committee of each state employment office to make loans
or grants (Grundjorderung) out of unemployment funds available
to it in support of measures calculated to provide 'work for the
unemployed in so far as the funds were correspondingly relieved
by measures taken (wertschajJende Arbeitslosenfiirsorge), Only

. measures of productive value were to be undertaken, especially
such as were calculated to increase the quantity of home-grown
food stuffs, raw materials, or other requisites of production. Pri
vate undertakings carried on for profit were specifically ex
cluded.

In the way of enlarging this feature of the Act, the federal
minister of labor was authorized to make additional loans and
grants out of funds made available to him for productive pur
poses (verstiirkte Fiirderung), the grants to be made only for the
payment of interest on loans locally made, also for productive
purposes. This he could do through the federal institution ad
ministering the Act, or through the supreme state authorities of

I Reichsgesetzblatt, I, 187 .

• "Bekanntmachung der neuen Fassung der Verordnungen tiber Erwerbslosen
fursorge und tiber die Aufbringung der Mittel Iur die Erwerbslosenfursorge, vom 16.
Februar 1924," ibid., p . 127; "Bestimmungen tiber 6ffentliche Notstandsarbeiten,
vom 30. April 1925," Reichsarbeitsblatt, I, 177 .
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the various states involved. In some cases the minister was au
thorized to make loans and grants-in-aid of work not within the
scope of the institution. In all cases, however, the states bene
fiting from the work had to contribute in equal amounts. Not to
neglect any possibilities where work relief could take the place
of benefits, section 140 (2) authorized the institution to do almost
anything that would reduce the burden on the benefit funds.

For measures undertaken with the aid of the federal institu
tion alone, of the minister of labor alone, or both, the state em
ployment offices were to fix the maximum pay of the persons em
ployed. As a general rule, the union scale was to be applied, and
in the absence of that the prevailing wage. In all other respects
persons were to be employed under conditions laid down in free
contracts.

The federal institution, according to section 140 (I), was au
thorized to decide to what extent persons not receiving benefits
for one reason or another, such as unnecessarily giving up their
work, waiting for the waiting period to expire, still accumulating
qualifying employment, or having exhausted their rights to bene
fits, were to be placed on the same footing for work relief as those
still receiving benefits. The federal minister of labor, under sec
tion 141, was authorized to approve work relief for persons re
ceiving emergency benefits (Krisenunterstiitzung) as well as those
receiving unemployment benefits (Arbeitslosenunterstiitzung).

These were the general features of the Act bearing on the ques
tion. Far more revealing were the general directions issued on
March 28, 1928.3 Here it was again emphasized that only work
of a productive nature, from the economic point of view, could be
undertaken. Work that was calculated to increase the volume of
subsistence grown at horne, or raw material and other requisites,
was particularly to be favored, as well as work which in the
course of being carried out created new opportunities for work or
a better distribution of the working force . To the executive of the
institution was reserved the right to indicate, considering the con-

3 "Richtlinien des Verwaltungsrats der Reichsanstalt fur Arbeitsvermittlung
und Arbeitslosenversicherung tiber die Forderung von Massnahmen der wert
schaffenden Arbeitslosenftirsorge mit Mitteln der Reichsanstalt (Richtlinien tiber
GrundfOrderung), vom '28. Marz 1928," Reichsarbeitsblau, I, 87.
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ditions of the labor market, whether and to what extent categories
of work, such as house-building, should be encouraged or deprived
of support. As a general rule, work that required human labor
to a large extent and little in material was to be preferred. Only
such work was to be given support as would not be undertaken

. without support. Only public and quasi-public bodies and private
organizations having a public purpose were to act as sponsors for
the work.

Although the funds of the federal institution were available
for grants as well as loans, grants were originally not to be made
if loans would serve the purpose. In any event, grants were to be
kept within the limits of the added costs entailed by reason of
employing inexperienced or substandard workers. As the depres
sion developed, in order to ease the burden on the communities,
the order of preference was reversed. Since the amount given in
aid of work relief could not exceed the amount saved in benefits,
one served as a measure of the other. The average amount in
benefits was found to be 3 Rm. per unemployed working-day.
This was the amount allowed for work relief. Loans were to be

. amortized within fifteen years, at most, after the completion of
the work. The terms of payment of principal and interest were
to be fixed at the beginning of January and July of each year.
In the case of income-bearing enterprises a graduated amortiza
tion plan could be set up and payments could be postponed for
two years . Interest rates were to be adjusted to market rates.
Lower rates, or rates rising with length to maturity, could be
fixed in so far as the geJ?eral financial conditions of the sponsors
and the peculiar conditions, such as the unprofitableness of the
undertaking, demanded it. To the executive of the institution was
reserved the right to raise or lower the rates, in order, according
to the conditions of the labor market, to stimulate or discourage
the application for funds.

As a general rule, sponsors of work were not to carry out the
work on their own account, but in letting it out, were to keep
profits as low as possible and wages, where agreements permitted, '
on a piecework and efficiency basis. In determining the amount
of aid to be given, only such workers could be counted as were
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hired through employment offices, and then only those who had
received benefits for at least two weeks under the Employment
Exchange and Unemployment Insurance Act. Priority was to be
given those who had been unemployed for a long period of time,
particularly those who, having exhausted their rights to un
employment benefits (Arbeitslosenunterstiitzung) , were receiving
emergency benefits tKrisenunterstateung), Persons who had ex
hausted their rights to emergency benefits could be employed on
condition that they were in receipt of public relief, and the public
relief agencies took over the cost of putting them to work. Work
ers who could be placed at farm work were not to be assigned to
work relief. In case of work involving a change of residence,
young and homeless unemployed were to be given preference; in
local work, heads of families. Beyond that, competence for the
work was to be the controlling factor. The employment offices
had to withdraw project workers as soon as they could find private
employment for them. The workers could not, as a general rule,
be kept on projects for more than three months. Only in ex
ceptional cases could a state employment office extend the time
for another three months. This it could do on the basis of the
individual worker, of a part, or of all the project. In no case,
however, could it keep workers in excess of six months in any
one year from the first date of assignment. The allowances, in so
far as workers still drawing unemployment benefits were con
cerned, were paid out of the unemployment benefit fund; in so
far as workers drawing emergency benefits were concerned, the
allowances were paid four-fifths out of federal funds and one
fifth out of funds of the locality in which the emergency benefits
happened to fall. In the case of workers drawing public welfare
benefits the public welfare agencies were to assume the burden.

Allowances from the funds of the federal institution were made
in the first instance by the administrative committees of the
state employment offices. These committees could delegate their
powers to the administrative committees of the employment of
fices within their respective jurisdictions except in those cases
where additional assistance (verstarkte Forderung) out of federal
and state funds was in question. The application for assistance



GERMAN UNEMPLOYMENT INSURANCE 521

was placed with the employment office of the district in which
the work was to be done and, as a general rule, before work was
begun. In exceptional cases the application could be filed up to
four weeks after the work was begun. The employment office
rendered a decision on the application if the authority to do so
had been intrusted to it; otherwise it sent the application to the
state employment office with its opinion noted. If the applica
tion was approved, a statement of the conditions under which the
aid was to "be given was drawn up. Until a final accounting was
made the conditions were subject to change, on the initiative of
the sponsor. The aid lapsed in so far as the work was not carried
out as planned. If the time was to be changed during which the
work was to be done, new proof had to be furnished that the
economic conditions warranted the completion of the work in
the newly proposed time. Pro rata allowances were made as the
work proceeded, and when completed a final accounting was
made. The state employment offices or their subdivisions actually
paid such obligations as were incurred against the allowances .
In case of loans these offices also handled the collections.

For added assistance (verstiirkte Forderung) the ministerial order
of March 29, 1928, governed.s In order to avail themselves of
this form of assistance projects first had to avail themselves of
basic assistance (GrundjOrderung) and in addition embody at least
two thousand unemployed work-days. The amount of assistance,
both in loans and in grants, had to stand in some sort of rela
tionship to the savings in benefits occasioned by the work, as a
general rule four times the savings in benefits, calculated to be,
as above, 3 Rm. per unemployed work-day. In exceptional cases
it could be extended to five times the benefits, but in no case
could it, when combined with basic assistance (Grundforderung),
exceed 80 per cent of the total costs. The grants, as distinguished
from the loans, were not to exceed 4 per cent of the cost of the
project for three years, after the aid of the federal institution
had been deducted. The loans were to be paid back within fifteen

4 " Verordnung uber Darlehen und Zinszuchiisse des Reiches und der Lander
fiir offentliche Notstandsarbeiten (Verordnung tiber verstarkte Forderung), yom
29. Marz 1928," Reichsgesetzblatt, T, 126.
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years after the completion of the work, usually with 4 per cent
interest, in exceptional cases 3 per cent. In the case of income
bearing projects the time could be extended if there was fair
prospect that they would pay for themselves .

As in the case of basic assistance, the sponsors were not ex
pected to do the work on their own account. The help was to be
obtained through the employment offices and workers who had
gone through long periods of unemployment were to be assigned
before others. The state employment offices could assign such
workers as had not yet established or had exhausted their rights
to benefits under the insurance features of the Act. The employ
ment offices had to withdraw workers as private employment be
came available for them, and in any event at the end of the time
allowed for benefits. In order to limit the assistance to com
munities that most needed it, only such workers were made
eligible for assistance as came from communities in which the
beneficiaries of both unemployment benefits (Arbeitslosenunter
stiitzung) and emergency benefits (Krisenunterstiitzung) amounted
to at least I per cent of the population and were not likely to fall
below that amount in any foreseen time.

Some time before the beginning of each fiscal year the chair
men of the state employment offices and the state governments,
in consultation with the administrative committees of the state
employment offices, agreed on the projects that were to come up
for additional assistance in the course of the year. The applica
tion for federal and state funds was filed in the first instance with
the state government at the same time that the application for
funds from the federal institution was made. A copy of the ap
plication was sent to the employment office in the district in
which the work was to be done. The chairman of the employment
office considered the application and forwarded his decision, to
gether with his comments, to the state employment office, which
had to approve the basic assistance tGrundforderung), The state
government considered the application for state funds and also
forwarded its decision to the state employment office. The state
employment office then decided the question of basic assistance
(GrundjiJ"rderung) and added assistance (verstiirkte -F tirderun g]



GERMAN UNEMPLOYMENT INSURANCE 523

from federal funds, in so far as another authority had not been
designated for that purpose. If another authority had been desig
nated, it forwarded all the documents in the case, together with
its opinion on the undertaking, to the president of the federal
institution. The president of the federal institution approved
loans which ran in excess of 100,000 Rm., loans in which the
states did not share, loans which did not have the benefit of basic
assistance (Grundforderung) , and all grants. Loans not having
the benefit of basic assistance which ran in excess of 500,000 Rm.
had to have the assent of the minister of labor. If the authority
deciding the question of federal funds differed from the state
authority on the merits of the undertaking, he had to communi
cate with the state authority before coming to a decision. If the
application was finally denied, the state government had to be
informed of that fact.

Federal funds were paid out by the state employment offices;
state funds by the state governments upon receipt of claims for
payment. The states, however, had the alternative of using the
employment offices. If they handled the matter themselves, they
submitted evidence of payment as a matter of record.

To encourage home-building in rural communities a special
type of assistance was made available. It was administered by the
state governments, acting through housing relief associations
(Wohnungsfiirsorgegesellschaften) and rural chambers of commerce
(Landwirtschaftskammern) in Prussia, and through a variety
of agencies in other states. Each application for support had to
be accompanied with an opinion of the state employment office
functioning in the area where the work was to be done as to the
merit of the undertaking from the point of view of the labor
market, particularly as to the effects it was likely to have in re
ducing the foreign and increasing the native labor force . The as
sistance was in the form of interest-free loans shared alike by the
federal and state governments and was available up to about 80
per cent of the cost.'

5 "Bestimmungen tiber die Forderung des Baues von Landarbeiterwohnungen
mit Mitteln der wertschaffenden Arbeitslosenftirsorge, vom 4. Juni 1928"; "Erster
Bericht der Reichsanstalt fur Arbeitsvermittlung und Arbeitslosenversicherung,
vom 1. October 1927-31. Dezember 1928," pp. 44-46.
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III. UNEMPLOYMENT BENEFITS UNDER PROLONGED

UNEMPLOYMENT

Work, it must not be forgotten, is an alternative to unemploy
ment benefits in Germany. The funds for ordinary benefits origi
nally came (and still do) from the employers and employees, at
first , in amounts equal to 3 per cent of the pay roll shared by
both alike." The funds for emergency benefits originally came from
the federal government and the communities which benefited
from them in the proportion of four-fifths and one-fifth, the federal
government paying the larger share." In more recent years both
funds alike have been taken from the employer-employee con
tributions. Unemployed persons who had been in an insurable
employment for twenty-six weeks in the twelve months just pre
ceding registration of unemployment were eligible, after waiting
seven days, for unemployment benefits (Arbeitslosenunterstiltz
ung) for twenty-six weeks. The governing body of the federal
institution could extend the period up to thirty-nine weeks if the
labor market was particularly unfavorable." The amount of bene
fit depended on the particular wage class to which the unem
ployed person belonged and the number of dependents he had.?
Those whose earnings did not exceed 10 Rm. were put in Class I
and the benefit allowed them, besides supplementary benefits for
dependents, was 75 per cent of their earnings. Those whose earn
ings exceeded 60 Rm. were put in Class XI and the benefit al
lowed them, besides supplementary benefits, was 35 per cent. All
others were put into intervening classes with a proportion in
benefits Wihich declined as wages increased. The supplementary
benefits were fixed at 5 per cent of the wages per person, but in
no case were the combined benefits to exceed 80 per cent of the
wages for those in Class I and 60 per cent for those in Class XI.
For purpose of the primary and supplementary benefits some of
the classes were combined and given the same percentage allow
ances. When the labor market was persistently unfavorable the

6 "Gesetz tiber Arbeitsvermittlung und Arbeitslosenversicherung, vom 16. ]uli
1927," Artikel 153, 16r.

7 Ibid., Artikel 167 . 8 Ibid., Artikel 95, 99.

9 Ibid ., Artikel 103, 107 .
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federal minister of labor could, after consulting with the govern
ing body of the federal institution, authorize emergency benefits
(Krisenunterstiitzung) to persons who had not yet qualified for
unemployment benefits or who had exhausted their rights to such
benefits and were in need.'" The persons receiving these benefits
could be made to perform some work described as work which
would not otherwise be done, had public value, could be expected
of the persons concerned from the point of view of age, health,
and domestic circumstances, and did not damage their chances
for private employment." The administrative committees of the
employment offices in which the persons were registered for these
benefits were authorized to lay down more detailed regulations
for carrying out this particular requirement, to select the work,
and to fix the hours in proportion to the benefit allowed.

These were the basic features of the law as enacted in 1927
and enlarged by ministerial orders and directions. Ten years have
since elapsed, during which time Germany, certainly no less than
some of the other industrial nations of the world, suffered from
the world-wide economic collapse and still smarting from defeat
in the war, she, in the midst of these difficulties and torn by dissen
sion in dealing with them, turned from a democratic to an auto
cratic form of government. The unemployment-insurance law
could not escape the effects of these changes. The contributions
which originally were fixed at 3 per cent of the pay roll were, in
December, 1929, increased to 3t per cent." Through a presiden
tial decree issued July 26, 1930/3 they were raised to 4t per cent,
and through a ministerial decree issued September 30, 1930, to
6t per cent.v The waiting period was, on October 12, 1929,
changed from seven to fourteen days for all those otherwise
eligible for benefits who had not yet completed their twenty-first
year, had no dependents, and were members of the household of

ro Ibid., Artikel 101. 11 Ibid., Artikel 91.

17 "Gesetz tiber eine befristete Erhohung des Beitrags in der Arbeitslosenver
sicherung, vom 27. Dezember 1929," Reichsgesetzblatt, I, 244 .

13 Vierter Abschnitt, erster Titel, Artikel 2, ibid ., p. 3Il.

14 Ibid ., p. 458.
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another. Carrying the conception of need a bit further but from
the other direction, the waiting period for those otherwise eligible
for benefits who had four or more dependents was reduced to
three days." The higher of the eleven wage classes set up for
purposes of benefit payments were telescoped with the lower so
that on the basis of the percentages allowed smaller benefits re
sulted. According to the decree of July 26, 1930, only those who
were in an insurable employment for fifty-two weeks after quali
fying for benefits and who did not avail themselves of any benefits
during that period could get the amount they were entitled to
on the basis of the wage class to which they belonged; all others
had to take less. Unemployed married women, after successive
inroads upon their rights to benefits, were entirely deprived of
them in June, 1931/6 unless they could prove need.

In 1932 the whole conception lying behind the insurance law
was radically transformed. Through a presidential decree the cab
inet was authorized to change the amount of unemployment bene
fits, provided they did not fall below the emergency benefits, to
make the benefits, after a certain time, contingent upon need, and
to use any surpluses that might develop in the fund in other
branches of unemployment assistance." Pursuant to this decree,
benefits were fixed not only on the basis of earnings but on resi
dence as well. For purposes of residence the country was divided
into three classes on the basis of the size of the community coupled
in some way with the classification already existing for the re
muneration of federal civil servants. After bracketing some of the
upper wage classes so as to reduce them more nearly to a common
level, those who lived in communities having a population of
more than fifty thousand were allowed higher benefits than those
who lived in communities having a population of more than

'S "Gesetz zur Anderung des Gesetzes tiber Arbeitsvermittlung und Arbeits
losenversicherung, vom 12 . October 1929," Artikel t iob, ibid., p . 153.

,6 "Zweite Verordnung des Reichsprasidenten zur Sicherung von \Virtschaft
und Finanzen, vom 5. Juni 1931," dritter Teil, Kapitel I, Artike1 I (IS), ibid.,
P·279·

'7 "Verordnung des Reichsprasidenten tiber Massnahmen zur Erhaltung der
Arbeitslosenhilfe und der Sozialversicherung sowie zur Erleichterung der Wohl
fahrtslasten der Gemeinden, vom 14. Juni 1932," erster Teil, Kapitel I, Artikel I,

ibid., p. 273.
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ten thousand but less than fifty thousand. Those who lived in
communities having a population of less than ten thousand were
allowed the lowest amount. At the same time the benefits as a
matter of right were restricted to thirty-six days; beyond that
need had to be shown.i"

Emergency benefits went through somewhat similarly drastic
changes. At the beginning, those who had not qualified for un
employment benefits but who had to their credit at least thirteen
weeks in an insurable employment, and those who had exhausted
their rights to unemployment benefits, were eligible to emergency
benefits for twenty-six weeks,'? if they belonged to a certain
limited number of specified categories of employment.;" For
workers over forty, the period could be increased to thirty-nine
weeks." Later on the period was changed to thirty-nine weeks
for younger workers and fifty-two for older." The limited num
ber of categories of employment at first admitted to emergency
benefits was in the end made almost universal.v and the contribu
tions collected from the employers and employees, originally in
tended for unemployment benefits only, were in the end made
available for these benefits as well. When the regular benefits
were reduced to a vanishing number of weeks the emergency
benefits were extended without limit.

IV. SOME COMPARATivE BENEFIT AND WORK DATA

The administrative relationship between benefits and work
has never changed in its wider aspects, although just as benefits
were curtailed by the introduction of other than insurance fea

18 "Verordnung tiber die Hohe der Arbeitslosenunterstiitzung und die Durch
ftihrung offentlicher Arbeiten, vom 16. Juni 1932," ibid., p. 305.

19 " Verordnung tiber Krisenuntersttitzung fur Arbeitslose, vom 28. September
1927," ibid., p. 315.

• 0 "Anordnung tiber Einfuhrung der Krisenuntersttitzung fur Arbeitslose, vom 28.
September 1927," Reichsarbeitsblatt, I, 442.

2I "Verordnung. vom 23. Marz 1928," Reichsgesetzblatt, I, IIO.

22 "Verordnung tiber die Hochstbezugsdauer der Krisenunterstutzung fur
altere Arbeitslose, vom 13. August 1928," ibid., p. 367; "Erlass tiber Personenkreis
und Dauer der Krisenunterstiitzung, vom 13 . August 1928," Reichsarbeitsblatt, I,

223·
'3 "Erlass tiber Personenkreis und Dauer der Krisenfursorge, vom I!. October

1930,'! Reichsarbeitsblatt, I, 221 .
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tures, need, for instance, so in time the insurance funds were used
to employ workers who had exhausted their rights to both regular
and emergency benefits, that is to say, workers who had fallen on
direct relief. Altogether, particularly in the depression, as bene
fits were curtailed, work relief was expanded.

The general relationship between the two and of both together
to the total number unemployed is indicated in Table I on page
529. From 1,233,000 in 1927, the number of unemployed rose to
5,580,000 in 1932. From there the figure dropped, partly because
of an actual decline in unemployment, but partly also because,
beginning with July, 1933, those enrolled in the federal labor

~ service, both young and old, were no longer counted among the
unemployed, for the reason as officially stated that, while in the
service, they were not available for placement. The principal
beneficiaries started with 781,000 in 1927 and rose to a maximum
of 2,775,000 in 1931, one yearin advance of the maximum volume
of unemployment. This difference in timing is probably due to
the many changes in the rights to benefits which in the end ex
cluded more than were taken in as well as to the exhaustion of
those rights after they were established. The number on work re
lief had two maximums, one at the beginning of the program and
one at the end. Starting with sixty-one thousand in 1927, the
number rose to sixty-four thousand in 1928, and then began to
decline until it dropped to thirty-three thousand in 1930. From
there it again began to rise until it jumped to one hundred and
eighteen thousand in 1933 and again to one hundred and ninety
eight thousand in 1934.

The proportion of those on work relief to those drawing bene
fits has never been large as the table shows. From 7.2 per cent
in 1927 the figure dropped to 1.3 per cent in 1931, and then rose
to 14 .3 per cent in 1934. On a seasonal basis the results have
been somewhat different because of the opposite tendencies in
the two items in the relationship. In the winter months, when
unemployment is heaviest and the conditions for work least
favorable, the proportion at work generally dropped to the lowest
point; in the summer months, with unemployment and working
conditions reversed, the proportion generally rose to its highest
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point. Thus, the proportion for January, 1928, was 2 per cen t
but for May of the same year 10.8 per cent; for October 1934, 9.7
per cent, but for April of the same year 17.9 per cent.

TABLE 1*

MONTHLY AVERAGE NUMBER OF UNEMPLOYED, MONTHLY AVERAGE

NUMBER OF BENEFICIARIES OF UNEMPLOYMENT AND EMERGENCY

BENEFITS, AND MONTHLY AVERAGE NUMBER ON WORK RELIEF

1927-3 6
(In t housands)

Per Cent

No. Bene-
Per Cent No. on

No . on ficiaries
Beneficiaries Work

Year
No. No. Work and No. on and No. on Relief of

Unemployed Beneficiaries
Re lief Work

Work Beneficiaries

Relief
Relief of No . and No. on
Unemployed Work

Re lief
I 2 3 4 5 5+ 2 4+5

I927t . ... 1,233 781 61 84 2 68 ·3 7 . 2
1928 . . . . . 1,433 1, 024 64 1 ,088 75·9 5 ·9
1929 . .. .. 1,914 1 ,465 53 1,518 79 ·3 3 ·5
1930 ... . . 3, 140 2,197 33 2 ,23 0 71. 0 1. 5
1931 . . ... 4, 573 2,775 35 2,810 61.4 1.3
1932 . . . . . 5 , 580 2,491 5° 2,542 45. 6 2 .0
1933t . .. . 4,733 1,799 II8 1,917 4°·5 6 .2
1934 ·· ·· . 2,658 1,191 198 1,389 52 .3 14·3
1935 · . . .. 2,147 1 ,134 129 1, 263 58 . 8 10 .2
I93 6§ . .. . 2,324 1,407 120 1,527 65·7 7 ·9

* Berichte der Reichsanstalt jUr Arbeitsvermi ttlung und Arbeitslosenoersicherung (1927-36) .

t Average for October, November, and December only.
t Unt il June 30, 1933 , the figures included worke rs in the labor service (Arbeitsdienst); since then

such workers have been excluded (Seehster Bericht der Reiehsanstalt jUr Arbeitsvermittlung und Arbeits
loseniersicherung, vom I. April '933-3'. Mitr. '934, p , I , n. I) .

§ Averagefor Janua ry, February, and March only .

It should be said that the beneficiaries in the t able do no t in
clude the unemployed on direct relief who, beginning in 1933, prof
ited from the insurance fund in the way of contributions toward
their suppor t. T he unemployed under this heading just about
equaled the beneficiaries in 1933, well above a million and a half,
dropped below a million in 1934, and below a half-million in 193 5,
with t hree hundred and five thousand in March, 1936. Nor do
the figures on work relief include relief cases on work relief. These
numbered one hundred and eighty-one thousand in November,
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1933; three hundred and thirteen thousand in March, 1934; one
hundred and twenty-one thousand in March, 1935; and seventy
two thousand in March, 1936.

T he expenditures of the federal instit ut ion for all purposes,
insurance and emergency benefits and work relief, are given in
Table 2 .24 The expenditures on work relief began with 3.6 per cent

TABLE 2*

EXPENDITURES OF THE FEDERAL INSTITUTION FOR ALL

PURPOSES, BENEFITS, AND WORK RELIEF

1927-35

(I n millio n Rm.)

Unemployment and Ba sic Assistance
Per Cent

Assi stance of
Year All Pu rp oses Emergency for Work

Beneli ts andBenefits Re lief
Assistance

1927t .. .. . . ... 578 516 19 3 .6
1928 .. ... .. .. . 1,317 1,166 39 3 . 2
1929 . . .. . . .... 1,575 1,355 4° 2 ·9
1930 .. . . . . . . . . 2, 323 2, 1°5 24 1.1
1931 . . . . . . . . . . 2,2I8 2,OI6 26 1.3
1932 .. . .. . . . . . I ,637 1,376 4° 2.8
1933 · . . . .. . . . . 1 ,442 I,006 204t 16·9
1934· .. .. . . . .. 1 , 223 777 25It 24 ·4
1935 · . .. . .. .. . I,I79 753 I86t 19 .8

* J. No tha as, " Die finan zielle Entwicklung der Arhei tslosenhilfe in der Nac hkrieg szeit ," Reichs
arbeitsblatt, II (1936), 479 .

t Second half of year .
t Includes this type of assistance f01 unemployed work ers on relief.

of the expenditures for benefits and work relief in 1927, dropped
to 1.1 per cent in 1930, and rose to 24.4 per cent in 1934. Except
for a considerable amount spent in t he administration of the en
t ire program , including vocational guidance and placement, the
difference between the amounts spent for all purposes and for bene
fits and work relief was spent in relatively small amounts in plac
ing yo ung city workers on farms (Landhilje) as farm laborers, in
t he hope that they would ultimately take a liking to the soil
and remain, and in meeting some of the expenses connected with
what, at first, was a vol untary, but lat er became a compulsory,

24 The figures in the table and those bearing further on the financial aspects of
t he program are taken from J. Nothaas, "Die finanzielle Entwicklung der Arbeits
losenhilfe in der Nachkriegszeit," i bid., II (I936), 479-82.
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labor service. The farm-labor scheme cost 27,700,000 Rm. in 1933
and about 15,000,000 Rm, in each of the succeeding two years;
the voluntary labor service cost 2,900,000 Rm. in 1931, 57,600,000
Rm. in 1932, and II,OOO,OOO Rm, in 1933. About the time that
the voluntary labor service was made compulsory a -labor service
for women (Frauenarbeitsdienst) was organized. That cost the
federal institution 1,100,000 Rm. in 1933 , 5,400,000 Rm. in 1934,
and 5,700,000 Rm. in 1935. The contributions to the direct relief
of the unemployed (Reichswohlfahrtshilfe) are not included in the
foregoing figures but amounted to 53,000,000 Rm. in 1932,
252,700,000 Rm. in 1933, 258 ,700,000 Rm. in 1934, and 140,300,
000 Rm. in 1935. These contributions were more than made
good by the proceeds of a special tax (Abgabe zur Arbeitslosen
hilfe) which were allocated to the institution and which amounted
to 329,000,000 Rm. in 1932, 526,700,000 Rm. in 1933, and 262,
800,000 Rm, in 1934. But as an added burden the institution
assumed the cost of emergency benefits (Krisenunterstiitzung),
which, as already pointed out, had previously been borne by the
federal government and the communities in which the benefits
were paid.

In hiring workers still eligible for unemployment benefits or
emergency benefits for works projects financed with unemploy
ment insurance funds, preference, according to the official view,
was to be given to eligibles for emergency benefits. The early
experience was, in fact, the other way around. Of sixty-four
thousand at work in 1928, 78.7 per cent came from among those
receiving unemployment benefits." Of those at work, whatever
the source, the greatest number in the early years were paid in
part out of other than institution funds, that is, out of added
assistance (verstiirkte Forderung) given by the federal and state
governments in support of the work being done. In 1928 the
proportion happened to be about 70 per cent." All of this changed
in the course of the years. In 1935-36, not counting the un
employed on relief who by this time shared in the work benefits

25 " E rster Bericht der Reichsanstalt fur Arbeitsvermittlung und Arbeitslosen
versicherung, vom I. October 1927-3I. Dezember 19 28," p . 42.

26 Ibid.
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of the insurance fund on equal terms with the insured, those
still entitled to unemployment benefits dropped to 52.8 per cent
of the total."? The added assistance (verstiirkte Forderung) fell
even more drastically. From 217,100,000 Rm. in 1928, the first
full year of operation of the scheme, it dropped to 143,300,000
Rm. in 1929, 92,200,000 Rm. in 1930, and 34,300,000 Rm. in
193 2.28

There are several reasons for this decline in outside support.
For one, as the depression deepened and benefits were curtailed
the institution was able, even after assuming all the obligations
previously referred to, not only to carry forward but to expand
the program on its own account. At the same time outside means
of support had been so thoroughly depleted that such aid as
was previously given could not be continued. When the federal
government finally, in 1932 and 1933, undertook to support a
works program on a grand scale, it was so generous with subven
tions and credits that the insurance fund ceased to have impor
tance as a primary factor in making marginal and submarginal
ventures worth while. The federal program called for an expendi
ture of some 5,100,000,000 Rm. to be raised in the first instance
through re-employment acceptances (A rbeitsbeschaffungswechsel) .
Drawn against sponsoring agencies by building contractors who
were to organize the work, these acceptances were to be financed
through a number of intermediate banks in the open market or
through the discounting facilities of the Reichsbank, the most
notable among these intermediate banks being the Deutsche
Gesellschaft fur offentliche Arbeiten A.G., organized in 1930
to mobilize foreign credit for purposes of added assistance
(verstiirkte Forderung) and for handling the added assistance al
ready outstanding as a revolving fund. The federal government
pledged itself to take up the acceptances at some time between
1934 and 1938, and the sponsors in turn bonded themselves to
the federal government for the amounts outstanding against

'7 "Achter Bericht der Reichsanstalt fUr Arbeitsvermittlung und Arbeitslosen
versicherung, vom I. April 1935-3I. Marz, 1936," p . 42 .

a8 Nothaas, ob. cit., p . 480.



GERMAN UNEMPLOYMENT INSURANCE 533

them." With this program on foot, another reason developed for
diverging from the insurance fund. This was the possibilities
of the program in preparing for war and the inevitable state
capitalism that goes with it, altogether apart from creating work
for the unemployed.

It is hard to trace the degree of participation of the insurance
fund in the various projects it supported because of the wide
differences in its own contributions and the wide differences in
the added assistance of the state and federal governments in
relation to what the sponsors themselves spent. In 1930 it was
estimated, however, that the contributions of the fund amounted
to about 12 per cent of the cost of the projects. With an average
annual expenditure of about 35,000,000 Rm. between 1928 and
1930, that means that the fund was participating in a program
amounting to about 3°0,000,000 Rm. annually.s" The work con
sisted of roadwork, flood control, and other types of heavy con
struction.

V. TWO OFFICIAL VERDICTS

Two expert commissions have considered the matter of work
relief in relation to unemployment insurance, one in 1929 and
one in 1931. In the deliberations of the first commission the idea
was advanced that since work relief benefited the entire com
munity it ought to be put into the hands of some agency repre
senting the state as a whole. The majority of the commission
was of the opinion that only through a works program which
put the federal institution in the midst of the stream of employ
ment could the special problems of the labor market receive ade
quate consideration. The majority also thought that such un
burdening of the labor market as occurred as a result of the work
undertaken justified the use of institution funds . Within the pro
gram itself, the .critics argued, those who benefited from work
drew an additional advantage in that they, according to the

29 Karl Schiller, Arbeitsbeschaffung und Finansordnung in Deutschland (Berlin :
Junker & Dunnhaupt Verlag, 1936), pp. 59-60.

3° "Dritter Bericht der Reichsanstalt fur Arbeitsvermittlung und Arbeitslosen
versicherung, vom I. Januar-3I. Dezember 1930," p. 58.
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interpretation put upon the law, could use the time spent at
work in qualifying for additional benefits. They suggested that
work relief be not considered an insurable employment. The
majority rejected the proposal, convinced that the social and
economic value of the work more than offset the additional cost.
An alternative proposal to count the time spent in work relief
toward the time allowed in benefits was also rejected.v

The commission reporting in 1931 no longer questioned the
feasibility of using unemployment-benefit funds for works pur
poses; its problem was how to get 'ad dit ional funds to widen its
scope.>

VI. SOME IMPLICATIONS AND INFEREN'CES

The use of unemployment-insurance funds for works purP9ses
turns upon a number of considerations. The funds should no! be
used, as the Nazis have done, for the benefit of workers who' have
exhausted their rights to benefits. They should be used only to
the extent, as originally intended, of the savings in benefits
achieved through supporting a works program. Limited in that
way, the use is economically justifiable in so far as it lifts other
wise submarginal improvements above the margin of usefulness.
In so far as an insurance fund stimulates activities beyond its
own contributions it stimulates employment equal in volume to
the unemployment it otherwise might be obliged to carry. The
objection that since workers generally pay for their own benefits
anyhow, even if the employers pay for them in the first instance,
to ask them to work for these benefits in a somewhat different
form is to charge them twice for the same thing, is only partly
true. It is true for that part of the wage which is paid out of the
insurance fund but not for the part paid from other sources. It
is not, however, altogether true even for the part paid out of the
insurance fund. Although all workers, taken as a group, may pay
for their own benefits, it is those who work who pay for those who
do not. Going a step farther and granting that the workers pay

31 "Die Verhandlungen der Sachverstandigenkommission fur Fragen der Arbeits
losenversicherung," Sonderoeroffenilichung des Reichsarbeitsblaues, Juli, 1929, pp. 10,
12.

32 "Gutachten zur Arbcitslosenfrage," ibid . (1931) , p . 6.
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for their own benefits, there should be no objection, if, in pooling
their resources, they preferred to hire some and give others
benefits. This is altogether apart from the difference to the work
er affected between being able to carryon his customary work and
remaining in idleness. The difference may mean a preference for
idleness in the early stages of unemployment, but in the later
stages, when a works program is really in point, it certainly means
a preference for work.

From the point of view of the community as a whole, the ques
tion of benefits and a works program becomes a question of net
advantage from alternative costs. Benefits represent the cost of
the physical upkeep of the most severely pressed members of a
community in a business depression. An indirect gain from the
outlay is the measure of business recovery induced by the outlay
as purchasing power which otherwise would remain inactive as
surplus. A works program not only assures the physical upkeep
of the most severely pressed members of the community but pre
serves their skill, especially during long periods of unemploy
ment, and in so far as it entails a greater outlay from the inactive
surplus, greater by the difference between the outlay in wages
and capital equipment and benefits, it stimulates recovery so
much the more. The greater out-of-pocket cost is to a certain
extent made good by the value of the work done. Whether it is
more than made good is hard to say.

Where the two schemes already exist side by side the adminis
trative relationship between them is of the utmost importance.
Unemployment benefits were originally conceived of, as already
indicated, only in connection with short periods of unemploy
ment. For long periods, direct relief or public works are possible
alternatives. Logically public works are more in keeping with
the thought behind unemployment benefits than direct relief.
This is that the persons involved are capable and willing to work
and that only circumstances beyond their control keep them in
idleness. The only answer of those who have been thinking in
terms of benefits to the growing inadequacy of benefits and who
at the same time dislike the word relief is to suggest that the
benefits be made coterminous with the duration of unemploy-
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ment along some sort of an axis on which right and need are ap
propriately balanced. Some emphasize the right to benefits and
some the need for benefits. The fact remains that the corrosive
effects of long periods of unemployment cannot be neutralized
by verbal constructions. In short periods the difference may have
some meaning; unemployment being merely a passing phase of
continuous employment, the less personal affairs are exposed to
public scrutiny the better. But when the period runs one, two,
and three years, as has recently been the case, benefits as a
matter of right or need are not enough to overcome the deteriora
tion resulting from the idleness common to both. Here work alone
is the remedy. No one is so well equipped to decide where one
shall leave off and the other begin as an unemployment-insurance
authority.

A public works program could be geared to benefits through
private contractors or public account. If through public account,
then the amount of assistance given any project could be made
proportional to the wages paid in relation to market wages and
the time spent by anyone worker could be credited on the same
terms toward continued benefits when the work ended. Premiums
could be similarly related.P

33 It should be noted that the Wisconsin Unemployment Compensation Law
includes a provision on the use of unemployment-insurance funds for works purposes.
After the Social Security Act was passed, the Social Security Board for a time refused
to approve the Wisconsin Law on the ground that the works provision violated the
condition in Title IX of the Security Act that unemployment-insurance funds must
be used solely in paying benefits. The board finally approved the Law on the basis
that the provision had never been applied, and was not likely to be, and therefore
had only a theoretical existence.
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