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THE IMPACT OF NOTGELD ON GERMAN HYPERINFLATION IN 1914-1923

BIIVIUB HOTT'EJIBAIB HA T'NHEPIH®JIANIIO HIMEYYUHUA 1914 -1923 PP

The article focuses on the impact of Notgelds on the inflation processes in Germany in 1914-1923. The process of changing
the role of emergency money at different stages of hyperinflation is studied. From the historical point of view, the authors
analyzes the use of two currencies in parallel: public and private. It is proved that from an economic point of view, private
money was much more stable and better protected during hyperinflation. The issues discussed in the article are highly relevant
in modern contexts, as the formation of economies with a relative surplus of money has become a characteristic feature of many
countries today. Equally important are the challenges of determining the value and nature of money, as well as analyzing the
relationship between the volume of money supply and changes in the overall economic situation. The methods for combating
inflation and implementing effective policies to stabilize the German currency, as outlined in the article, are successfully applied
in the contemporary Ukrainian economy.
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B cmammi ocnosna yeaza npudinena enausy Homeenvoie Ha inguayiini npoyecu Hiveuyunu 1914-1923 pp. Jlocrioocerno
npoyec 3MiHU Poni  HAO36UNAIHUX 2powiell Ha PI3HUX emanax 2inepingiayii. 3 icmopuunoi mouku 30py 3pooieHull anani3 3a-
CMOCYBAHHSA 8 2DOULOBOMY 0012y NAPANETLHO 080X BATIOM. 0ePHCAGHUX T NPUBAMHUX. JJ08€0eH0, 1o 3 eKOHOMIYHOT MOUKU 30py
6 nepioo einepingnayii npusamui epowii Oynu Habaeamo cmabiibHiwuMy ma Kpawe 3axuwenumu. Homeenvou sunyckanu ypsaou
3eMelb, MyHiyunanimemu, Qipmu, Ma2azuHl, 3aKia0u Xapyysanus moujo. B 0ocuiodcenni eungieno, wo Heypsoosi epouli eu-
NYCKAAUCS K Y (popmi OaHKHOM, MAK i hopmi MoHem AKi 6U2OMOBNATUCD 3 PISHUX MAmMepianie: nanip, Meman, MKAHUHA, CMApi
2panbi Kapmu, WKIpa, 0epeso, nopyeiana i Hagims npecosane gy2iina. Ha cbo2o0ni memamuxa nadzsuyatinux epouteti matisice
He 00CIi0HCeHa, 8 MoMY YU 1 YKPAiHCOKUMU UeHUMY, SKI 3aUMAIOMbCA ICMOPUYHOIO CKIAA08010 2POUI08020 002y ma 1o2o
BNIUBY HA THPAAYIUHI npoyecu, Xoua Heypsa00si epout Oy Wupoxko po3nosciodiceri Ha mepumopii 3YHP, a maxooc na nieoui
Vrpainu. Bunyck yux epoutosux 31axie Ha moii uac 6ye GUKIUKAHULL HECIAUero 20MIBKY 3a2aN0M, HeCIMayero OpIOHUX POIMIHHUX
3HaKie ma 32000m 2inepingpnayiero. [Ipobaemamuxa cmammi € AKMYAIbHOIO | 8 CYYACHUX PeanisX, OCKIIbKU (OpMYBaHHs eKo-
HOMIKU, 8 AKIU ICHY€E 8IOHOCHUL HAOTUWLOK 2poulell € XApaKmepHuM 0a 06a2amvox Kpain Ha cb0200Hi. Takodc akmyanrbHumu 3a-
JUMAIOMbCA POONEMU BUSHAUEHHS YIHHOCMIE 2pouiell, IX npupoou, 36 30K 00CA2I6 pouogoi Macu 3i SMIHAMU 342ATbHOT eKOHO-
MiunHoi Kon tonkmypu. Memoou nooonannst inghnsyii 1 popmyeans epexmuenol nonimuxu cmaoinizayii HiMeybKoi 6aniomu, sKi
3A3HAYEHT 6 CINAMINT eHeKMUBHO BIPOBAONCYIOMbCA | 8 CyuacHy ekoHoMiKy Yikpainu. Ceped Hux: cmabinizayis i cmumyno8aHHs
BUPODHUYMBA, BOOCKOHATIEHHSL NOOAMKOBOT CUCIEM, CIMEOPEHHs. PUHKOBOT IHpacmpykmypu, nioguiyeHHs 6I0nosioaIbHOCI
nIONPUEMCME 3a Pe3yTbmMamu 20CHO0APCHLKOL OIIbHOCI, 3MIHA 0OMIHHO20 KYpCy 2poutosoi oounuyi mowo. Ipubopkanns in-
rayii ma 30iticHeHHA NOCMIIHO20 KOHMPOIO 34 NPOBEOEHHAM POUL0BO-KPEOUMHOT NOTIMUKY NO3UMUBHO BNTUBAE HA OOCACHEH-
Hl (PIHAHCOBOT CIMADITLHOCIL 8 OEPAHCABL.

KurwouoBi caoBa: naozsuuatini epowti, Homeenvou, cinepingnayis, monema, Himeuuuna, Bepcanvcvkuii 00208ip,
epoutosutl obie.

Problem statement. World War 1 had a very create lower prices for German exports. The Versailles
negative impact on the German economy and had lead Treaty forced Germany to pay very high reparations to
to high inflation. As Germany had not been able to  the allied forces. This again fuelled inflation. As there
recuperate the cost from other nations the government  were not enough banknotes available local authorities
increased the volume of currency to pay off debts and  and companies started issuing emergency money, which
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was only valid for a certain period of time in a certain
region so called Notgelds. Some of those banknotes
were collectors’ items not meant for circulation and
were therefore created by renowned artists. Inflation
kept rising steadily peaking in the hyper-inflation of
1923.

The role of local emergency currencies changed:
as opposed to the federal currency they were secured
by gold, real estate or foreign currency. By the end of
1923 the Rentenmark — secured by real estate- was
introduced and local currencies were slowly withdrawn.
In 1924 the Dawes Plan linked the amount of reparations
to Germany’s economic capabilities and secured
investments through international bonds. In 1924 the
Reichsmark became legal tender existing in parallel
with the Rentenmark until 1948. Thus, we can conclude
that 1923 was a year of economic and social decline for
Germany, and the fear of hopelessness and poverty has
since become deeply rooted in the collective German
mind.The German Mark has always been on the hardest
currencies in Europe after 1949 both in terms of buying
power and exchange rates. For many older Germans the
D Mark has very positive connotations because of its
stability and the “Wirtschaftswunder”, the enormous
growth of the economy and prosperity in post war
Germany. Especially for the older generation it was a
marked contrast to the poverty caused by hyper-inflation
between 1918 and 1923.

Analysis of recent research and publications.
Research on German emergency money started more or
less the moment it was issued. As of 1919 Arnold Keller
started cataloguing emergency coins and banknotes.
Keller was also a pioneer in terms of introducing
banknotes as collectibles. It is assumed that Keller had
98% of all banknotes issued in 1914 in his collection.
In 1919, two volumes of catalogs were published. This
book has been re-issued in 2010 edited byHans-Jiirg
Alfred Diefner and amended by Notgelds issued in
1915. In 1919 the journal ,,Das Notgeld— Zeitschrift fiir
Notgeld kundesowiesonstigen Kriegs- und Revolutions-
Sammelsport™ was established. In December of the
same year, it had to be closed due to low demand.

In 1920 Keller founded the journal “Das Notgeld”.
“Das Notgeld der Inflation von 1923” in 8 volumes is to
this day the most comprehensive work about Notgeldsin
that time and has been re-issued and updated by Hans-
Ludwig Grabowski in 2024.

As to whether it is actually a complete overview of
all emergency money of the time is not known, because
their number was extremely large, in different regions
of Germany.

The association of German Banknotes and Securities
Collectors (DGW e.V.) publish yearbooks, special
publications and journals about Notgelds, but purely
from a collectors’ perspective, However, their impact

on inflationary processes at that time has been hardly
studied.

In 1973 the issue was first raised at a symposium
at the Ruhr University in Bochum. (Hartmann
2022, p. 24) Martin Geyer looked at inflation in his
1998 book “Verkehrte Welt” and identified it as a decisive
factor of the rejection of the Weimar Republic by many
Germans. Benjamin Ziemann on the other hand warned
in 2010 of a monolithic view of the Weimar Republic
and pointed out regional and local differences.

As emergency money was issued locally it can be
an important source of information about economic
conditions on a local basis. This prompted Johann
Hartmann in 2022 to research the topic extensively in
an inaugural dissertation. He stated that most research
on the Weimar Republic focused “predominantly on
its political and constitutional history, and particularly
on its later period and demise” [6, p. 21]. One of his
major conclusions is that there was financial anarchy
by 1923 and that there is not enough evidence to prove
whether there was an extreme shortage of cash that made
emergency money a necessity or whether it was just an
attempt to create a local power base [6, p. 214] in order to
weaken the influence of the central government. He also
pointed out that some of the local emergency currencies
were not stable whereas others were “non-depreciating
money, backed by stable securities” [6, p. 215].

In 2023 DSc DorotheeMufignug published a history
of German emergency money from 1919 — 1931 putting
the phenomenon in a political and economic context
as an overview without adding fundamentally new
information.

Liberal economists like Ludwig Mises were sceptical
about the state’s monopoly on issuing currency. They
feared that governments would start printing money
thus devaluing currencies in order to pay off debts.

Mises was in favour of banks issuing their own
currencies and thus competing for the best one [8, p. 76],
which, as we see, was the root because of hyperinflation —
at least for a certain period of time.

Also, many works have been devoted to the study of
the Notgelds from the point of view of art history [2].

The purpose of the article is to analyze the impact
of emergency money (Notgeld) on inflationary processes
in Germany in 1914-1923. The process of changing
the role of emergency money at different stages of
hyperinflation is studied. From the historical point of
view, the authors analyze the use of two currencies in
parallel in monetary circulation: public and private.

Presentation of the main material. Germany
was hit hardest by hyper-inflation in Europe. These
ten years of misery for the many before the “golden
twenties” are deeply embedded into the collective
German psyche as the fear of immiseration is part
of German Angst [1]. It is estimated that Germany
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paid about 42 billion Goldmarks in reparations. John
Maynard Keynes resigned over the conditions of the
Versailles’ Treaty as he saw that they would destabilize
Germany and as a consequence Europe [8, p. 72]. In
order to obtain money, the government took out loans
from the Reichsbank who financed them by printing
money [5, p. 34]. We see there the same mechanism as
in 2014 when the European central bank started buying
bonds of countries in financial dire straits, although
inflation never turned into hyper-inflation because the
circulation of currency was not as overheated as in the
early 1920s. In Austria Ludwig von Mises managed to
secure a loan from the League of Nations and stabilized
the currency by returning to the gold standard and
having a calming effect on the socialist and communist
parties [9, p. 47].

After the end of the First World War Germany was
economically in a very difficult situation. Agricultural
production was 40% of the what it had been before the
war, there was a lack of workers and raw materials.
Furthermore, Germany had no access to foreign
markets. The attempt to regulate markets created a black
market and thus even more domestic inflation [5, p. 18].
The value of the Mark had by 1918 dropped to half of
it value from 1914. 70% of the expenditure for the war
were financed by war bonds, the rest through taxes and
an increased volume of currency. The volume of money
increased by five times during the war [5, p. 17].

The public was generally unaware of the inflation
as Germany was a closed economy without transparent
exchange rates at the time and the government had
plans to re-finance the expenditure for the war through
reparations as can be seen in the treaty of Brest-Litovsk
from March 1918 [5, p. 18]. Due to the inflation and
a lack of small denominations many towns and cities
had started issuing their own money which could only
be used there. The practice was in theory outlawed in
1919- The emergency money issued locally was not
withdrawn and continued to be used. It could be coins
or banknotes. Banknotes for small denominations have
always been very unusual in Germany. The chemicals
company BASF issued money only to be used in the
actual factory but soon found out that it had become
a currency in the region because it was stable. In the
industrial Ruhr region there was virtually no physical
currency so that civil servants were paid in vouchers
they could use in shops. But the emergency money had
to some degree the same issue as the Mark. It was printed
with permission of the Reichsbank and communities
used it to pay off debts.

The Treaty of Versailles contained some demands
that were rather of psychological value but also a loss
of 13% of territories, 10% of the population, 15% of
agricultural lands, 75% of iron ore and a massive
reduction of production capacity for iron, steel and

coal [5, p. 24]. Germany was now more dependent on
imports than ever. The Versailles Treaty is not clear
about the total of reparations so there are conflicting
numbers to be found. But just for 1919-1921 Germany
had to pay 20 billion Goldmarks which is 7.186 tons
of gold [13, p. 32]. Even without the reparations, the
economic situation was volatile at best in 1919.

At this point there was a paper currency called Mark
which had lost about half its value in the past for years
and the theoretical currency Goldmark which was tied
to the gold standard and therefore stable. Germany
also reformed its fiscal system in 1919 creating a more
stable stream of revenue for the government but also
raising taxes [5, p. 34]. However, taxes, tariffs and fees
only covered about 1/3 of the government expenditure,
the rest was financed through debt [5, p. 64]. The
Reichsbank communicated clearly that paying off debt
by printing money was not a sustainable solution but as
it was not independent but an institution of the ministry
of finance, they were ordered to print money. The were a
period of hunger, social misery and shortage of housing
for the many [12]. The price of bread rose from 1914 to
1921 from 0,25 Marks to almost 3 Marks [13, p. 35]. In
1918 Germany also became a democracy for the first
time which created political instability. As a result of
the war and the social issues caused by inflation and
social upheaval Germany was more or less in a civil
war: Communists against authoritarian forces often
involving veterans [13, p. 64].

In the early 1920s inflation seemed to work [5, p. 27]:
debts disappeared magically and Germany became
an attractive place to invest as the USA and the UK
were restricting the amount of money in circulation
creating a recession. At least in the short run the
German economy seemed to be bouncing back to its
pre-war capacities [13, p. 42]. But in 1921 the value of
the Mark dropped dramatically and food became very
expensive. As a result salaries rose which fuelled food
prices [13, p. 67]. By September 1921 the state’s finances
had spun out of control completely. But instead of
combatting inflation effectively, the government passed
laws against usury and black marketeers [13, p. 69].
The treasury had run out of money and Germany was
no longer creditworthy. In 1922 the Reichsbank printed
a 10.000 Mark banknote which showed the “Picture of
a Young Man” by Albrecht Diirer. However, the picture
was slightly altered and when you tilt the banknote by
90 degrees you can actually see the face of a vampire.
The message was clear: the allied countries were sucking
the blood out of Germany.

So by 1922 issuing local currencies was common
practice [11, p. 19]. (MuBgnug 2023, p. 19 ff.) But there
was also the plan that people would buy these banknotes
not as actual currency but as collectors’ items. In the
beginning quite a lot of them were artistically designed.
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Local communities would get money without ever
having to repay the debt. And it is doubtful whether
all of them would have been able to cover those
debts [11, p. 25].

The money issued by the states was official
government money. Although there was a central bank
in Berlin each state had a subdivision of that central
bank. As some of the emergency currencies were also
volatile at best many companies were sceptical about its
value. So, in some cases factories teamed up with local
traders and issued vouchers that could only be redeemed
in those shops [11, p. 25].

By July 1922 there had been another federal law
againstissuing emergency money due to the large amount
of forgeries. But it was largely ignored [11, p. 28]. The
fact was that the Reichsbank was simply not able to
print and deliver the banknotes fast enough. So local
solutions were needed to keep the economy going.
Strictly speaking most of the emergency money issued
at the time were actually vouchers rather than currency
because they could only be redeemed in certain regions
or sales outlets.

By September 1922 the government grudgingly
made the issue of emergency money legal. Some of
it were actually municipal bonds secured by the real
estate [11, p. 30]. In October 1922 the government of
the state of Baden declared that emergency money from
the cities of Karlsruhe, Mannheim and Heidelberg were
legal tender in all of the state [11, p. 35].

At the end of 1922 BASEF issued official banknotes
secured by the activa of the company. Since workers
travelled both from the Palatinate and from Baden to
Ludwigshafen this currency had to be valid as legal tender
in both states. The export oriented leather company
Freudenberg in Weinheim near Heidelberg managed to
pay their works in vouchers for US Dollars [11, p. 42].

By 1922 it was clear that Germany would have no
means to pay the reparations the allied powers wanted.
With the murder of the politician Walter Rathenau people
lost faith in a possible restoration of the state finances.
The Mark lost value to an extent that people lost all faith
in it and stopped saving. People spent money as soon as
they got is because inflation was so fast. Inflation was
aggravated by the velocity of the circulation of money.
By August 1922 the inflation was 50% - per month
[13, p. 94]. Arun on foreign currencies started devaluing
the Mark even further leading to trading restrictions
and outlawing the use of foreign currencies within
Germany [13, p. 105]. There was still no resolution in
sight for the reparations issue [13, p. 99].

London was willing to negotiate but France was
adamant that Germany must pay. There is a banknote
from February 1923 issued by the city of Karlsruhe. It
shows prospectors looking for gold in the river Rhine
with the inscription: “Our ancestors once made coins

from the gold of the Rhine/ the grandchildren are
printing zeros on paper”.

By the end of 1922 there was cautious optimism
as there was a wide spread belief that the prospective
new chancellor Stresemann would be able to solve the
country’s financial problems. But President Ebert did
not appoint Stresemann. Instead Wilhelm Cuno was
appointed — a business man and a very inexperienced
politician. He tried in vain to get the allies to agree on a
moratorium for the reparations [13, p. 112].

The escalating conflict with France lead to the
occupation of the industrial Ruhr area in the west
of Germany. This lead to drastic developments
on the currency markets: the value of the mark
plummeted. The amount of cash in circulation rose
from under 1.500 billion Marks in 1922 to 2.000 in
1923 [13, p. 123]. The Reichsbank printing press
couldn’t cope with the demand for papermoney
and private enterprises started printing money for
the government and sometimes just printed a new
denomination over the old [11, p. 14].

By 1923 the Mark had a value one billionth part
it had in 1914 before the war. In the beginning of
1923 the exchange rate was 1 Dollar for 7.525 Marks. By
September it was 1 Dollar for 200 million Marks [12].
By November the exchange rate was 1: 4,2 billion [9].

Employers were running out of cash. Although
emergency money was only meant to be a temporary
solution, in 1923 rights to issue emergency money was
granted indefinitely [11, p. 46]. One of the reasons for
the shortage of banknotes was that Belgian and French
troops took large amounts of money on gunpoint from
banks [13, p. 135]. In April 1923 the Reichsbank had
run out of gold to keep the value of the Mark stable.
The fragmented parliament did not manage to come to
an agreement. The price for one kilo of potatoes rose
from apr. 25 Marks in January 1923 to 350 Marks in
June 1923. By 1923 the need for banknotes with ever
higher denominations had reached a point that they were
no longer designed with any artistic ambitions.

There were hunger riots. The social misery of all
classes in Germany was enormous. Many families lost
everything [13, p. 170]. This phase of the hyper-inflation
has shaped the German collective psyche until today.
There still is a deeply rooted fear of losing everything —
the wealth Germans have created since 1949. Extremist
political parties today still thrive on that fear. It is not
a coincidence that late 1923 saw a rise of antisemitism
and Hitler’s first attempt at a coup d’etat [7, p. 290].

Chancellor Cuno resigned in July 1923, the
government’s finances were completely out of control
and the Reichsbank again printed money to pay of
debts [13, p. 176]. When Philip Stresemann became
chancellor at last it was clear that the Mark had to be
substituted by a new, hard currency.
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Since summer 1923 it had been clear that a
new currency would be needed. But the coalition
government could not agree on a system. In November
1923 the new currency was presented. The central
bank would no longer be government owned. It was to
be financed by the private sector: agriculture, industry,
trade and retail. Every business had to pledge 4% of
its real estate for the stability of the new currency.
This mortgage was to be made out in Goldmarks, so
indexed to the gold standard. The issue of banknotes
would be linked to the value of the mortagage. So for
every 500 Goldmarks mortagage value there would
be 500 currency units issued. These banknotes could
be converted into bonds for these mortagages. So
instead of having a direct gold standard the currency
was secured by real estate. This currency was called
Rentenmark. The Rentenmark was not legal tender
but public offices were obliged to accept it. So the
Rentenmark became a parallel currency while the
Mark was supposed to recover.

In autumn 1923 inflation hit new heights and many
shops flatly refused to accept federal paper money.
This is where local emergency currencies come in.
Some of them were backed by gold, real estate or
foreign currency and much more stable than the Mark
[13, p. 290]. Emergency money had largely substituted
the federal currency Mark. Current research states that
local emergency currencies were the most important
factor to stabilize the economy before the introduction
of the Rentenmark [11, p. 64].

As to how many different types of emergency
currencies there were: nobody knows. The collector
Hans-Ludwig Grabowski compiled 14 volumes with
over 500 pages each about emergency currencies in
Germany. Nobody actually knows whether this is a
complete overview or whether there are still unkown
currencies. It is assumed that by 2023 over 5.800 private

or official authorities issued emergency money [4, p. 5].
The main point is that Mises was right: if central banks
are not independent, governments will absuse them to
pay off debts.

The salvation from hyper-inflation in Germany came
not from the governement but from private enterprise.
In mid November the Rentenmark was officially
introduced. In parallel the Reichsbank stopped printing
money. That stabelized the exchange rate of the Mark
internationally. This in turn synchronized the exchange
rate between Rentenmark and Mark.

In 1924 Germany and the allied powers agreed
on the Dawes Plan which linked reparations to
the economic capabalities of Germany. This was
combined with bonds in foreign currencies for
investements. In the same year the Reichsmark
became the new currency which existed in parallel
to the Rentenmark until 1948[5, p. 37]. Emergency
currencies continued to exist until 1931. The main
reason was the inability of the Reichsbank to
exchange the emergency currencies for Reichsmarks.
Although in 1923 a much more stable currency than
the Mark, by 1924 emergency currencies were no
longer popular as the varied in stabilities and there
were forged banknotes in circulation [11, p. 76].

Conclusions. Thus, it can be concluded that
Germany’s emergency currencies that were in circulation
in 1914-1923 had a significant impact on inflation
control. Since the issuance of Notgelds was not approved
by the Reichsbank, they were considered illegal means
of payment from a legal point of view, but in the context
of the First World War, the postwar difficulties, and later
the economic crisis of the first half of the 1920s, no
one paid attention to this. Of course, no country can be
insured against inflation. However, it is quite possible to
resist inflation, calculating all possible consequences in
advance: in a balanced, thoughtful, rational way.
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