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PREFACE

INsiGHT into the dynamics of economic activities may
be sharpened by analysis of fluctuations in an econ-
omy so ‘disturbed’, so subject to influence by ‘non-
business’ factors, as that of Germany in recent years.
The present study undertakes an analysis of cyclical
fluctuations in German economy during the period
1924—33- It seeks to describe their course, to point
out peculiarities in it, to emphasize the nature and
the relationships of the more significant contributing
factors.

~ The study indicates that German economy in the
years 1924—33 was subject to powerful influences
arising out of structural changes in the working pop-
ulation, in the technique of industrial production, in
business organization and in the financing process.
Enmeshed with such fundamental modifications was
a rhythm of cyclical fluctuations. The conclusions
make no pretension of offering a general explanation
of the ‘business cycle’. Analysis limited to one coun-
try over a period of relatively few years can, it is
believed, add little to the present theories relat-
ing to the recurrence of cycles in a money econ-
omy. Therefore, the attempt here is to sketch the con-
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tours of the rhythm of a particular economy over a
limited period, to direct attention to unique aspects
of its cyclical behavior, and to offer some explanation.
Itis hoped that thus a contribution to the understand-
ing of the nature of business cycles may be made. Ex-
amination of the many-faceted cycles of history may
lead ultimately to more universal generalizations.

A viewpoint expressed by Wesley C. Mitchell has
provided the approach: “In our effort to give an in-
telligible account of business cycles, reasoning must
be our chief concern, but it should be reasoning which
deals and squares with observations, and the obser-
vations should have as wide a sweep as we can get
from statistics, and as much subtlety as we can get
from personal experience.” *

The aim, then, is analytic description, based upon
statistical and historical sources. Description is in
terms of cyclical changes apparent in major aspects
of German economy. So far as they are available,
time series representative of industrial and agricul-
tural production, commodity and security prices,
credit and capital, employment and business enter-
prise, domestic and foreign trade, provide the
framework for the analysis and discussion of such
changes. Historical materials of various sorts—busi-
ness journals, official reports and monographs—sup-
plement the statistical data.

! Business Cycles: The Problem and Its Setting (National Bureau of
Economic Research, 1927), p. 470. .
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Presentation is according to the following plan:
A brief introductory chapter is intended to afford
some understanding of the major developments in
German economy from 1919 to 1g23. It indicates
the general nature of structural changes wrought by
the World War, the Treaty of Versailles and the
currency inflation. The second chapter describes
concisely the course of cyclical fluctuations in Ger-
many during the years 1924—33. Discussion of fluc-
tuations in the elements noted above is based upon
changes apparent in time series and in business
reviews, and follows the sequence of cyclical phases:
depression, recovery, prosperity and recession. This
chapter also emphasizes the nature of certain sig-
nificant aspects of German economy in the post-infla-
tion period, notably capital and credit, agricultural
and industrial production, prices, employment, for-
eign trade. Chapter III, embodying the main con-
tributions of the study, presents the results of statis-
tical analysis of representative t1me series relating to
the post-inflation period. The analysis is based upon
a technique developed by the National Bureau of
Economic Research. The series are examined with a
view to determining whether they show cyclical
fluctuations, and, if they do, to indicate the dura-
tion, timing and amplitude, and the correspondence
with concurrent fluctuations in other series. In
order to illumine similarities and differences in pre-
War and post-inflation cycles, series relating to
cyclical movements occurring before the War, par-
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ticularly in the period 19goo-14, are analyzed. The
cycles in these two periods are also compared in
respect of their international relationships. The
study ends with a review of its major findings and a
consideration of certain of their implications.

The investigation was begun in 1930, when I was
a traveling fellow of the University of California, and
continued and substantially completed in 1931 and
1932, during which time I was research associate at
the National Bureau of Economic Research. I am
very grateful to these institutions for their generous
assistance. From the Directors and research staff of the
National Bureau I have had much help. Especially
valuable suggestions for improvement were made
by Professors Wesley C. Mitchell, Edwin F. Gay,
Frederick C. Mills and Harry Jerome, Colonel Mal-
colm C. Rorty, Drs. Simon Kuznets, Eugen Alt-
schul and A. G. Silverman, and Mr. Charles A.
Bliss. Miss Martha Anderson edited the manuscript
with much care. The charts were made by Miss Dor-
othy Achilles. During the progress of the study I have
been greatly helped by Mr. Erich A. Otto, who had
a large share in the task of computation and who
also contributed various suggestions. Professor Ernst
Wagemann and the staffs of the Statistisches Reichs-
amt and German Institut fiir Konjunkturforschung
were of much assistance in enabling me to gather
materials. Professors N. J. Silberling and Robert A.
Brady of the University of California offered con-
structive criticisms during the early course of the
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study. Drs. Gerhard Colm and Hans Neisser read the
final manuscript and suggested various changes.
Valued help has been given by my wife at all stages
of the work. To all who have assisted me I offer my

sincere thanks.
C.T.S.

Washington, D. C.,
December 26, 1933

xi]






CONTENTS

PREFACE
I THE TREATY OF VERSAILLES,

INFLATION AND STABILIZATION
1. The World War and the Treaty of

Versailles

2. The Currency Inflation

3. The Year 1923: Ruhr Invasion and
Currency Stabilization

II REVIEW OF ECONOMIC CONDITIONS,
1924-1933
A. The Course of the Post-Inflation Business
Cycles
1. Depression, Halting Revival, Definite
Recovery, 1924-i925
a. Post-stabilization Depression
b. Halting Revival
¢. Definite Recovery
2. Recession and Depression, 1925-1926
3. Recovery and Prosperity, 1926-1928
a. Business Consolidation During
Depression
b. Expansion

xiii]

vii

15

25



4. Recession and Depression, 1928-1932
a. Slow Decline
b. Deepening Depression
5. Hesitant Revival, 1932-1933
6. Summary
B. Significant Aspects of German Economy,
1924-1933
1. Capital and Credit
a. Capital Losses, 1914—-1922
b. Domestic Accumulation of Capitai,
19241933
c. Inflow of Foreign Capital, 1924-1930
d. The Reichsbank, the Money Market
and the Credit System
. Industrial Production
. Agricultural Production
. The Price System
. Employment
. Foreign Trade and the Balance of In-
ternational Payments

S O W 0 N

III STATISTICAL ANALYSIS OF CYCLICAL
FLUCTUATIONS IN SELECTED TIME
SERIES, 1924—1933

1. The Technique of Measuring Cyclical
Behavior

2. Comparison of Cyclical Fluctuations in
German Economy During Pre-War
and Post-Inflation Periods

[xiv

47
47
53

57
6o

65
72
72

77
82

88

93
96
101

105

110

115

119

125



a. The Duration of Pre-War and Post-
Inflation Cycles 129

b. Conformity of Various Series to the
Cyclical Reference-Pattern in Pre-

War and Post-Inflation Periods 133
c. Cyclical ‘Furning -Points in Pre-War
and Post-Inflation Cycles 139
d. The Amplitudes of Pre-War and - =
_Post-Inflation Cycles . . 144
e. Summary ' V 169
. 8. Cyclical Behavior of Slgmﬁcant Groups -
in German Economy, 1924-1933 1%0
a. Industrial and Agricultural Production 172
b. Currency, Credit and Capital 189
c. Commodity and Security Prices 200
d. Employment and Wages - 210
e. Business Organization and Enterprise 218
f. Domestic Trade - 223
g. Foreign Trade : : 231
4. International Relationships of German
Business Cycles ' ' 240
IV CONCLUSIONS - : . ‘261
INDEX - . . 277

xv]




TABLES

-

Indexes of Foreign Exchange, Prices and Ordi-
nary Currency Circulation, 191g-192%

N

Evidence of the Volume of Savings, 1924-1931
Private Discount Rates on Prime Bankers’ Ac-
ceptances

Lo

4 Estimate of Foreign Investments in Germany,

1924-1931

5 Germany’s Balance of International Payments,
1924~1932

6 Reference Dates for Business Cycles in Germany,
1879-1932

% Conformity of Various Series to Reference Cycles
in Pre-War and Post-Inflation Periods

8a Relative Dispersions of Specific Turning Points
of 18 Monthly and Quarterly Series Represent-
ative of Pre-War and Post-Inflation German
Economy

8b Relative Dispersions of Specific Turning Points
of 23 Annual Series Representative of Pre-War
and Post-Inflation German Economy

9 Amplitude of Specific Cycle Fluctuations in Ger-
man Time Series during Pre-War and Post-
Inflation Cycles

[xvi

79

82
83
111
131

134

141

142



10 Cyclical Behavior of Series Relating to Industrial
and Agricultural Production, 1924-1933

11 Cyclical Behavior of Series Relating to Currency,
Credit and Capital, 1924-1933

12 Cyclical Behavior of Series Relating to Commod-
ity and Security Prices, 1924-1983

13 Cyclical Behavior of Series Relating to Employ-
ment and Wages, 1924—1933

14 Cyclical Behavior of Series Relating to Business
Organization and Enterprise, 1924—1933

15 Cyclical Behavior of Series Relating to Domestic
Trade, 1924—1933

16 Cyclical Behavior of Series Relating to Foreign
Trade, 19241933

17 Contemporary Phases of Business Cycles in Fif-
teen Countries, 1924-1932, by Half-Years

18a Extent of Agreement and Difference in Phase in
the Business Cycles of Germany and Each of
Fourteen Other Countries, 1924—19§2

18b Extent of Agreement and Difference of Phase in
the Business Cycles of Germany and Each of
Nine Other Countries, 1g00—-1g14

19a Number of Instances of Agreement, Partial Agree-
ment, and Opposition of Phase in the Cyclical
Fluctuations of Germany and Each of Fourteen
Other Countries, 1924—-1932

1gb Number of Instances of Agreement, Partial Agree-

ment, and Opposition of Phase in the Cyclical -

Fluctuations of Germany and Each of Nine
Other Countries, 1goo—1914

176
192
204
212
220

226

234

250

255

256

257

258

XVii]



20a Number and Percentage of Periods of Agreement
and Difference of Phase in the Business Cycles
of Germany and Each of Fourteen Other
Countries, 1924—1932

20b Number and Percentage of Periods of Agreement
and Difference of Phase in the Business Cycles
of Germany and Nine Other Countries, 1goo-

1914

[xviii

259

260



CHARTS

- Time Series Illustrative of Cyclical Fluctuations
in German Economy, 1924-1933
Cyclical Behavior of Series Relating to Industrial
and Agricultural Production, 1924-1933
Cyclical Behavior of Series Relating to Currency,
Credit and Capital, 1924—1933
Cyclical Behavior of Series Relating to Commod-
ity and Security Prices, 1924-1933
Cyclical Behavior of Series Relating to Employ-
ment and Wages, 19241933
Cyclical Behavior of Series Relating to Business
Organization and Enterprise, 1924-1933
Cyclical Behavior of Series Relating to Domestic
Trade, 1924-195%
Cyclical Behavior of Series Relating to Foreign
Trade, 1924-1933

66

180

206

214

221

228

296

xix]







