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-2- RC/? 27-!nT/490 

P;ECENT ZCONOMIC TRENDS Ir1 THE GDR 

I THE 197?-1975 RXSULTS 

A .  GENERAL 

1 The GDR, t he  most developed member of  COMECON occupy- 
. -  

ing  tenth  place  in   world  industr ia l   output .  managed t o  f u l f i l l  
the  bulk of i t s  quan t i t a t ive   t a rge t s  with high growth years   in  
A972 and 1974, Targets had been  revised downwards a f t e r   t h e  
GDRIS economic problems of t h e  laCe 1960s: nevertheless,  sub- 
s t a n t i a l   r e s u l t s  were  achieved  especially  in  chemicals and t h e  
energy sector i -  where a l imited raw material  base has encouraged 
large  investments f o r  developing  the  coal and e l e c t r i c a l  energy 
sectors  

2 c  Per   capi ta  conswnption is the   h ighes t   in   the  ?Jarsaw 
Pact and t he   cu r ren t   s t ab i l i t y  of p r ices  may change if  t h e  
Authorit ies f a i l  to contain  production  costs and hold t h e  growth 
i n  denand t o  the  expected  increzse  in  output.  Nevertheless, 
despite  continuing  structural  weaknesses,  the GDR ended the  
year   overal l  as the most prosperow 3ast European country? draw- 
ing  s teadi ly  ahead of  the  other  COKTCOM members  and showing 
l i t t l e   s i g n  of slowing down. 

B SECTORAL OKERVIEW 

3 .  flational Income: Over the  last   f ive-year  period,  the 
DTet Material  Product  increased some 5.4% on average  per  year 
(Plan: 4.996). The per  capita  National  Product of t h e  GDR i s  
the   h ighes t   i n  COKECON (approximately $3,000) with no indicat ion 
tha t  it w i l l  decline  over  the  next  Plan  period. 

i ta1 Investment: The GDR Cen t ra l   S t a t i s t i ca l  
n reported that overall  gross  fixed  investment  in- 

creased on average a t  some 3 *@; (Plan: 3%) which compares very  
unfavourably with the  previous  Plan  period when it averaged 
S ome 9 ,. 9 ~ ;  annually ( I ) '. 

5. Irldust  Aggregate industr ia l   output   rose 6 ,  t!$ 
annually ( d j  with grea te r   a t ten t ion   pa id  to the   e lec-  
t r ica l .   bngineer ing ,   e lec thnics  and chemical  sectors: a high 

rowth r a t e  was a t ta ined   in   the   ou tput  of a r t i f i c i a l   f i b r e s  
some 11~,000 tons)  and i n   a r t i f i c i a l   f e r t i l i z e r s  (557,000 

tons) L Higher  productivity  accounted for 85-90?: of t h e   t o t a l  
indus t r ia l   increases  

7 

71 1 This sharp  drop was due primarily t o  problems a r i s ing  
from incomplete  large-scale  investments 

N A T O  C O N F I D E N T I A L  
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6. The main focus was d i rec ted  a t  t h e  development  of t h e  
country's  raw materials  Industries.  Large  investments  were made 
i n   t h e  l a s t  Plan  period  in  exploiting  both brown coal and potas- 
sium resources and new e l e c t r i c  power plants  with a t o t a l  capa- 
c i t y  of 1,320 MY? were  completed,  including  the G D R ' s  l a r g e s t  
p l a n t   i n  Boxberg (capacity : 630 IW) . 

7 The GDR depends  almost en t i r e ly  on imported  crude o i l . ,  
nost  of which (1975: +l5 million  tons) is  Supplied from. the USS?,. ' 

However, it seems to be broadly  self-suff ic ient   in   ref ining 
cEpacity.  Refinery  throughput  increased from 1 1 ' 7  million  tons 
i n  1970 t o  'l7 mill ior ,   tons   in  1975 and work i s  i n  hand t o  
further  develop  the  processing  capacity of  r e f i n e r i e s   i n  
Schwedt, Leuna and Zeiz.  

8, Output of natural  gas s t a r t e d  on a r e l a t ive ly   l a rge  
s c a l e   i n  the ear ly  ?970s,  but has proved ra ther   d i sap   o in t ing  
so far .  In  1975, aggregate  output  exceed 8 bil l ion  (Plan:  
+l 1 .5-?4 b i l l i o n  m3) and it would appear that  there  is  no chance 
of a fur ther   subs tan t ia l   increase .  Supplementary gas sup l i e s  
are now coming from t h e  USSR and reached some 3 b i l l i o n  m S 
las t  year 

9.  In  view of t he   s e r ious   l abour   ao r t age   i n   t he  GDR, 
higher  labour  productivity and more e f f i c i en t   a l l oca t ion  of 
manpower remained the  only way for the  Authorit ies to boost 
i ndus t r i a l   ou tpu t   i n   t he  l a s t  Plan period- The number of 
people  of  working  age  decreased  continuously f r o m  1950, u n t i l  
the  beginning of t h e  1970s even r e l a t i v e l y  more t h a n   t h e   t o t a l  
populat ion  f igure.  A t  present   there   are  70 persons af non- 
working  age (retired  people,   children).   for  every ?O0 people of 
working  age; i n  1970 - at  t h e  peak of this development - t h i s  
number was even 73= Every f i f th  inhabi tant  of  t h e  GDR today is 
a t  the age of .retirement - no other  country has such a high 
proportion of re t i red  people .  Howeverz there   a re   ind ica t ions  
of improvement.  While the b i r t h  r a t e  w i l l  probably  remain low, 
re la t ively  s t rong  age groups are   joining  the working  population. 
A t  t he  same time, age groups  re la t ively low i n  numbers % r i l l  
reach  the  age  of  retirement. 

7 0 .  Consumer: Wages rose.  some 2776 over  the last  Plan 
per iod and the  main problem i n  t h i s  sec to r   fo r   t he  GDR .&uthori-- 
t i e s  was t o  stem consumer demand and  keep it i n   l i n e  with the  
growth of l i gh t  industry  output and concurrently  ensuring  the 
s t a b i l i t y  of p r i ce   l eve l s .  With its high dependence on 
imported raw mater ia ls  and fue l s ,   t he  East Germm economy has 
become increas ingly   vu lnerable   to   the   e f fec ts  of the   s teep  r ise 
i n  wor ld   p r ices   for  consumer items  over  the l a s t  2-3 years& 
FJevertheless I despi te   extensive  increases ,   effect ive from 1 st 
Janusry 1976, i n   i n d u s t r i a l   d e l i v e r y   p r i c e s  f o r  raw mater ia ls  
and c e r t a i n  raw-materia.1 intensive  prsducts ,   these  higher  costs 
are  not  being  passed on t o  t h e  consumer. 
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11. Off ic ia l   po l icy   in   the  l as t  Plan  period  continued  to 
favour  massive S ta t e  subsidies f o r  most categories  of consumer 
goods and servicesS  but   not   including  cer ta in   l t lumrylg  i tems 
such as p e t r o l ,   c a r s ,   t e l e v i s i o n   s e t s p  wzehing machinesp  coffee 
and chocolate.  Increased  productivity i s  being demanded from 
the  enterpr ises   in   order  t o  help meet the   shor tages   in   cer ta in  
categories of consumer goods5  but it remains t o  be  seen how long 
the  government can  continue t o  main ta in   the   s tab i l i ty  of con- 
sumer p r i ce   l eve l s   v i a  massive  subsidies. 

12. A r icu l ture :   Agr icu l ture   in   the  GDR accounts f o r  
about 1@4 *Material O Product and employs' g. 'similar ' ' . 

f rac t ion  of the  labour   force-  The proport ions  ref lect   the  high 
l eve l  o f  i ndus t r i a l i za t ion  of the  economy rather  than  the under- 
development of: t he   ag r i cu l tu ra l   s ec to r ,  East German agricul-  
t u r e  has been fu l ly   co l lec t iv ized   s ince  1960 and ag r i cu l tu ra l  
policy  has been  aimed a t  increasing  output  through t h e  appli- 
cation of i ndus t r i a l  methods and grea te r   in tens i f ica t ion .  
Great  advances  have  been made, but  the cour;try is  not   self -  
s u f f i c i e n t   i n  food and w i l l  not be in   the  foreseeable   future .  

13.  Dde t o  r i s i n g  incomes, meat consumption is  growing a t  
about 2% per   year ,  The GDR became se l f - suf f ic ien t   in   l ives tock  
products  (neat y milk m d  eggs)  during 1966-1 970, 'out it must 
import a large  proportion of t he   g ra in  and protein meal  needed 
to   feed the animalsg and over  a million tons of wheat annuaXly 
i n  most recent years and considerable- qxcnt i t ics  of other food- 
s tu f f s .  At t h e  end of 1975 agricul tural   products  made up 28% 
o f  the  GDR's  imports with l ivestock  feed  the  largest   category.  

14- Great   effor ts   are   being made t o  increase  the  product ion 
o f  food from domestic  resources,  but  there  are a number of con- 
s t r a i n t s .  The area of agricultural   land  cannot be e.xpanded, 
thus an increase  in   the  area of  any crop must be a t  t h e  expense 
of  one o r  more others.  The agr icu l tura l   l abour   force  is de- 
clini'ng: GDR off ic ia ls   reckon that  i n  1974, each a g r i c u l t u r a l .  ' 

worker had t o  provide food f o r  30 people, and will have t o  feed 
34-35 people by 1980,  which  connotes  the  highest  level of 
agr icu l tura l   p roduct iv i ty   in  COmCON (a US farm worker feeds I-6 
people, and a Soviet one only  seven).. The  amount of agricul-  
t u r a l  land per  person i s  low: one hectare   for  2 .6  personsp 
compared with fewer  than two persons  per  hectare  in  other CKEA 
countries. 

15. The GDR's  dependence 0x1 imported  grain is  also ex- 
pected t o  continue,  although the amount imported  should 
s tabi l ize   a t   about   present   levels . .   Imports  of wheat usually 
amount t o  between  one and l c 5  mill ion  metric t o r s  per  year,  
coming chief ly  from the  Soviet  Union although  Austrelia and the 
United  States  have a l s o  supplied  significant  mounts  recently. .  

N A T O  C O N F I D E N T I A L  U 
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Since  the poor harves t   resu l t s  of '1975 (7.9 mil l ion   t ons ,   i . e .  
below  previous  average of 8 . 4  mill ion  tons f o r  197?-?971i) F the 
GDR has purchased 2.9 mill ion  tons of grain (1.7 million  tons 
of fodder  grain)  mostly i n  the USA a t  an estiraated  value of al- 
most $400 million.  Overall  grain  imports w i l l .  presumably amount 
t o  about 3.5 mil l ion  tons by October 1976. The r e l a t i v e l y  high 
l e v e l s  of grain  purchases   ref lect   the  above-mentioned s h o r t f a l l  
i n  t h e  GDR's  own harvest resu l t ing  from a summer-long drought, 

. but also .the need  . to,   build.  up stocks and s a t i s f y   g r e a t e r  ' live- 
stock  requirements. 

16, ForeiJn  Trade:  Foreign  trade  sector  plays a very i m -  
p o r t a n t   r o l e   i n   t h e  economy, accounting  for 3096 of 
na t iona l  income. This grea t   re l iance  on fore ign   t rade  i s  due 
mostly t o  the  GDR's lack o f  natural   resources:   the  GDR is  al- 
most t o t a l l y  dependent on imports of f u e l  and raw rmter ia ls .  

17. Trade with the  West: GDR t rade  with the   i ndus t r i a l  
West has grown steadily. I n  197% it accounted f o r  ab out T j " j ' 6  of 
the  GDR's-total volume- of  foreign  t rade,  and about 3196 of value. 
Between 3971-197h the   value of trade increased by 93% while  the 
value of  imports grew  even faster - by 9935" Expor ts  grew by 
67% i n  that  period. The growth r a t e s   e q r e s s e d   i n   v a l u e   t o  some 
extent mask the real  growth as increases i n  pr ices   cont r ibu te  t o  
higher  value of t r ade ,  This Is par t i cu la r ly   t rue   i n   t he   ca se  of 
the GDR's imports where i n  general   increases i n  pr ices  of i m -  
por ts   outs t r ipped  those of exports.  According t o  East German 
sources9   ln  1975 the   t rade  volume grew by 4 % ( ? ) ,  and it 
developed p a r t i c u l a r l y  with France, Sweden, Finland, West 
Germany and the  United  States.  Imports  are  predominately high 
technology goods and q u i t e   v i t a l   t o   t h e  GDR's economic growth, 
which imposes a c e r t a i n  economic dependency on t r ade  with t h e -  
i n d u s t r i a l  Vest. 

18- Intra-German  Trade: West  Germany accounts  for  about 
33% of GDR imports   f ron  the  industr ia l  West. and about ?O% of 
t o t a l  imports: TWO very important features'of  intri-Germin t rade 

'provide  ' the  GD3 with unique advarrtages. The ' G D R t s  e :ports   to  
Vest Germany a re  exempt from Common Market external tariffs y Which 
subs tan t ia l ly   increases  the  competitiveness of GDR exportso More 
important,  intre-German  trade is conducted by means of a c lear ing 
account, on b i l a t e ra l   basesS  with provision by  West  Germany of 
an  overdraft  allowance,  the  so-called "swing" c r e d i t <  This means 
that the GDR saves  the  expenditure of scarce  hard-currency and i s  
automatically  provided w$th what  amounts t o  ;R long-term i n t e r e s t  
f r e e  credit .  

M A T O  C O N F I D E N T I A L  
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19. The GDR's  indebtedness   to   the  industr ia l  West a t   t h e  
year end 1975 amounted t o  about $l+ b i l l i o n ,  of which some $900 
mill ion is  owed t o  West  Germany. This makes the  GDR a major 
debtor,  only  surpassed by the Soviet Union and Poland. However, 
t h i s  debt is  not  considered t o  be beyond the  GDR's  a b i l i t y  t o  
fifiance, The debt  service ra t io  (debt  service as a percentage 
of exports)  vis-&-vis I\lkITO countries was only 9,6:4 i n  ? 974, the 
lowest of a l l  CMXA countries'  except  Czechoslovakia which also 
had a 9.676 debt   ra t io ,  The debt   se rv ice   ra t io  f o r  1975 i s  
estimated  to be about 15$, while  Poland has almost reached 25% 
and the  USSR and Romania are  estimated a t  around 200/0, 

20. There was z slowdown i n  intra-German t r ade  in !g75 
(-!-7.2$ as against  i-22:: i n  due mainly t o  considerable 
reduction of inports  from West  Germany i n  t he   l a s t   a -ua r t e r  as 
compared with the f irst  nine months. The r e s t r a i n t  on the GDR's 
p a r t   r e f l e c t s  i t s  r e l u c t a c e   t o   l e t   t h e   d e f i c i t  Secome even 
la rger .  So f a r ,   t h e  GDRls at tempt   to   c lose  the trade gep has 
f a i l e d .   I n  1975 the  GDRts t r a d e   d e f i c i t  amounted t o  DM. 638 
million - $244- mi11jQn. 

Trade  with COMXCON 

21.. The USSR is  by far  the  most important  trading  partner, 
accounting f o r  about 3276 of t he  GDRts t o t a l  foreigr ,   t rader  33yL 
o f  exports and 309: of imports. The favoumble Salance of t r ade  
exis t ing  s ince 1971 was reversed  in  197G ("$53 mill ion as 
against   e.g.  +g359 m i l l i o n   i n  '1973). The importance of t r ade  i s  
not  confined t o  i t s  volume; it has  also s t ra tegic  importance. 
A grea.t volume of t he  G D R ' s  demand f o r  fue l  and ra.w mater la ls  i s  
met  by the USSR. The USSR supplieE 700% of the G D R f s  need of 
natural  gas, almost '!00?6 of petroleum and i ron  ore ,  nore than 
70?5 of rolling s t e e l  aluminium, and more than 9096 of lumber and 
cot tonL The USSR i s  a l s o  m important  market  for  the G D R ' s  
e.,ports as 25% of Soviet  imports of machinery end equipment is  
from  the GDR. . . .  _ . .  

22. In   p r inc ip le ,  GDR foreign  t rade is  first of all a 
vehicle of foreggn policy.  This pr inc ip le  is r e f l e c t e d  in pre- 
ponderance of t rade   wi th   soc ia l i s t   count r ies ,  t o  c? grea ter  
extent  than for other CNER countr ies .  GDR t rade with s o c i a l i s t  
countries  accounts f o r  70"/0 of t o t a l  volume, In 1974 the  volume 
increased by l Ay6 and i n  1975 by 776 (? 576 i n   v a l u e ) ,  

II. TE3 1976-7 980 PLAN 

C. GENERAL ASSESSPGI\JT 

23. Three  general  themes  run  through  the  current  Five- 
Year P lan*  They a r e   ( i )  a more e f f i c i e n t   u t i l i z a t i o n  of energy 
and raw mate r i a l s ,   ( i i )  an improvement in   labour   product ivi ty ,  
and ( i i i )  a major improvement in   the  export   potent ia l  of t he  CDR. 
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All t h ree  themes a re   i n t e r r e l a t ed  and r e f l e c t   t h e  GDR plan 
improving i ts  overa l l  economic performance Data so far 
avai lable   indicate ,   nevertheless ,  a s l i gh t  slowdown i n   t h e  
a l l  growth r a t e   u n t i l  1980 e 

f o r  

over- 

D. SECTORAL OVERVIEW 

24, National  Incone: rdational income i s  t o  i e  increased 
. by .27-,30$ b y .  19?3i3 compared to   the  previous  Plan,  which corres- 

ponds to  an  average growth of 4.9-5.hYA per  year.  

25. Indust : Industrial  productl-on is  t o  be increased 
by 3b3676 *growth an rate .of indus t r ia l   p roduct iv i ty  for the  
overal l   per iod is given as 30-32S4. The highest  growth i n   t h e  
indus t r i a l   s ec to r  i s  scheduled  for  electrical   engineering and 
e l ec t ron ic s ,  though t h e  55% increase i s  l e s s   t han   t he   t a rge t   fo r  
97'1 -1 975 0 

26. A s t ab le  raw material  supply is '  especially  important 
t o  t he  GDR chemical/petrochemical  industry, one of t he   s ec to r s  
marked f o r   p a r t i c u l a r  expansion i n   t h e  Five-Year Plan. The 
product ion  of   plast ics  i s  t o  be imreased  to 910-930 ki lotons 
by 1980 I p r i n a r i l y  through increased  production of high and low- 
pressure  polyethylene and polyurethanes. The manufacture of 
synthe t ic   f ib re   mater ia l s  is t o  be ra i sed  f r o m  IA3 k i lo tons   i n  
1975 t o  135-1 40 i n  1980, mainly  through  optimization o f  e x i s t i r g  
capac i t i e s  of t h e   P r e m i t z  and Guben Synthetic  Fibre  Vorks. 

27; The Plan also ca l l s   fo r   t he   i n t roduc t ion  of t h e  most 
advanced  processes and nethods  of  automation. For exampler 
t h e  metal  processing  inclustry  stresses  developmmt i n  con- 
t inuous  casting  techniques,  aluminium die   cas t ing ,  exArusion 
moulding, cross roll ing,   powder,metallurgy, and new separation 
procedures. A s  a r e s u l t  o f  the  development of such  technology 
and processes, the GDR hopes t o  increase   indus t r ia l  goods  pro- 
duction by 36-38?:, aad indus t r ia l   p roduct iv i ty  by 30-32% during 
the  per iod 1976-1 980 e 

28, Chemicals: The production of chemical f e r t i l i z e r s  is 
also singled  out E r  p a r t i c u l a r  emphasis i n  t h e  Plan.  The pro- 
duction of nitrogen is  t o  be ra i sed  from 557 k i l o t o n s   t o  910- 
925 k i lo tons  by I980 a t  the P i e t e r i t z  FePtiil!-r?er  Combine, while 
phosphate  production is t o  be increased from 461 k i lo tons   t o  
5 1 O ki lo to  11s 

29, To assure  the  supply  of raw mater ia ls  to the  chemical 
indus t ry ,   as   wel l  as  motor f u e l s  and lubr icants  t o  the national 
economy in  general ,   ref inery  capaci ty  is t o   i nc rease  from Y7 
mil l ion   t ons   t o  between 22 5 and 23 n i l l i o n   t o n s  by 'l9SO.- Of 
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par t i cu la r  mention i n   t h e  Pl~a i s  the   p lamed e:rpazsion of  t he  
e t h y l e n e   f a c i l i t y   a t  Boehlen.. A l l  this tall require   fur ther  
technological  advances i n   t h e   f i e l d  of oil re f in ing  and petro- 
chemical  processing, 

30. Enerc.- : The  rnme ef f ic ien t   use  of e3el-W and raw 
materials d c o m e  cruc ia l  to the  GDR i n   t h e  light of the  
higher  prices that  it must pay f o r  raw metterial  imports from 
the  Soviet  Union, pa r t i cu la r ly  f o r  petroleum;  natural gas5 hard 
coal  and iron  ore.   In  order t o  pay these  higher   pr ices ,   the  
GDR w i l l  have t o  earmark a grea te r  share of both i t s  indus t r i a l  
and consumer goods- t o   t h e  USSR and .thus limit , the  extent   'of .  ' . 
future  trade  expansion w i t h  the   indus t r ia l i sed  West% In  en 
attempt  to  counter this problem, t h e  GDR is  increasing  invest- 
ments i n  energy  production and t ransmiss ion   fac i l i t i es .  

31. A key t o   t h e  improvement i n  energy  output by l980 w i l l  
be the  completion of the  investment  projects planned f o r  t h e  
Hagenwerder and. Boxberg brown coal  power p lan ts ,   the  Bruno 
Leuschner  nuclear power p l an t  and the  Markersbach p lan t .  

32. Similar ly ,   the  GDR i s  c a l l i n g   f o r  t h e  increased   u t i l i -  
za t ion  of domestic  natural  resources end the  recycling of waste 
products, The planned goal  of increasing  the  proportioz? of 
domestic raw mater ia ls   in   product ion vil1 necess i ta te  a sub- 
stantial   excansion of the ex t rac t ive  capa.cities of t he  GDR. 
Specif ical ly ,   the   Plan  projects  that by 1980 the  domestic 
eco3ony wf l l  fu rn i sh  250-25h million  tons of l i gn i t e   coa l ,  
another & 5 4 7  a i l l i o n   t o n s  of  l i g n i t e   b r i q u e t t e s ,  7.8-8.2 
bill ion  cubic  metres of na tura l  gas (i .e.  natural  gas production 
would seem t o  be l e v e l l i n g   o f f ) ,  and 5.8-6,O bil l ion  metres  of 
t o w n  gas S 

33, Labour: The GDR i s  also suffering from the  problems 
agsociated-a declining b i r th  r a t e .  To solve i t s  labour 
shortage  the GDR is present ly  employing foreign labour o n . i t s  
farms m d  i n  i ts  factor ies ,   c l though s t i l l  on a small sca le ,  
but  economists in   the   count ry   rea l i se  this is only a snort-term 
solution. A more permanent solut ion,   as   recognized  in  the Plan ,  
i s  t o  increase  inclustrial   productivity  throua  the  increased 
u t i l i z a t i o n  of labour-saving  processes and technology.  Indeed, 
t he   P l an   s t a t e s   t ha t   t he   u t i l i za t ion  of scientific-technological 
advances must account f o r  60-70Y: of the  planned  increase  in 
productivity and a saving of between 220 and 280 mil l ion working 
hours  annually  in  industry and construction. 

34. Consuaption is to grow by 21-2356 and t h e   r e t a i l   t u r n -  
over by 20-22% (1 971-1 975 : 28%). Piages will r i s e  2 1 4 3 %  (1971- 
1 975 : +27$6) i n   l i n e  with the growth of consumer  goods and the  
Party  has  pledged that pr ices  will remain f ixed  as -they have 
f o r  t h e   p a s t  20 years.  
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35* A r i cu l tu re :  As i n   t h e  raw materials s e c t o r ,   i n  agri- 
c u l t u r e   t h e  +- accen S on economies. The animal  population is not 
t o  be increased  in   order  to  save  cost ly   fodder   iaports ;  on t h e  
other  hand, farmers must increase meat and milk y ie lds  by l a rge  
margins over the   current   per iod.  Most e f f o r t  will go i n t o  grow- 
ing more grain  to  reduce  imports which have  increased sub- 
s t m t i a l l y .  

36. In  order t o  make the  best   possible   use of  the   ava i lab le  
land,   the  Xast Germans have concentrated on growing crops with a 
high feed  value.. The areas sown t o  grain ar?.d sugarbeets; .and 
also  t o   o i l s eeds ,  hwe  expanded, p r i n c i p a l l y   a t   t h e  expense o f  
meadow and pasture.  Areas  of  potatoes and legumes have also de- 
c l ined.  The expansion  of  sugarbeet  acreage i s  p a r t l y  a. response 
t o   t h e   h i g h   p r i c e  of sugar on world  markets in 197k, but   the 
pulp  remaining  after  processing is a l s o  a useful  animal feed, 
Among the   g ra in   c rops  there has been a shift away from rye and 
spring wheat to winter wheat and barley,  which give  higher 
y ie lds .  The pr incipal  oil crop i s  rapeseed. .About 759; of all 
agr i cu l tu ra l   l and  is arable and on the  remaining meadow land such 
high-protein  crops as clover and a l fa l fa   a re   favoured .  

37. Grsin  output  per  hectare  reached 35.9 q u i n t a l s   i n  
1975, put t ing   the  GDR i n  first place among the soci2L7.ist 
countr ies .  The 1976-1980 Plal? c a l l s  f o r  increasing this output 
t o  48 quin ta l s   per   hec ta re   in  1980, Although this f igu re  seems 
h i g h p   i n  view of the rapidly  developing  mechanization and 
chemicalization of GDR agr icul ture ,   the   planned  target  could well  
be  a t ta ined.  

38. It is  intended  eventually  to  put  l ivestock  raising on 
an indus t r ia l   foo t ing ,  with very  large  uni ts   containing 2,COO 
milking cows o r  up t o  500,000 hens. A few such  complexes al- 
ready  exis t ,   a l though  typical   uni ts   are  much maller .   Recent ly  
an ag r i cu l tu ra l  o f f i c i a l  admitted tha t ,  even being  generous i n  
t h e   d e f i n i t i o n  of only  about 2096 of s t e e r  pro- 
duct ion,  12% of p ig  production and the  milking of 976 of CWTS 
could be so described. This  change in methods w i l l  b,ecome in- 
creasingly  necessary as the  agricultural   labour  force  continues 
to decline,   but i s  aot excected t o  be achieved  before 1980, 

39* Foreign  Trade: !AJith the recession i n  the West and 
the   sharp   rncrease   in  raw mater ia l   p r ices ,   the  GDR has witnessed 
a marked d e t e r i o r a t i o n   i n  its trade  balance.  As a r e s u l t ,  the 
GDR has become a major borrower i n  the world money markets, 
Once again  the GDR w i l l  seek a so lu t ion   to  t h i s  p a r t i c u l a r  prob- 
lem through  introduction of advanced eq,uipment and technology 
i n   o r d e r   t o  make the   cos t  and quality  of GDR goods competitive 
i n   t h e  West. In  t h i s  connection, the current P lan  recognizes the 
need  for GDR en terpr i ses  t o  meet internat ional   requirenents  with 
respec t  t o  sales   organizat ion,   service  faciLi t ies  uld spare   par ts .  
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-1 O- AC17 27-!trP/490 - 
40. There is  no doubt t h a t   t h e  GDR' S ed f o r  c r e d i t s  will 

continue and it i s  bel ieved  that  l ike  most other COPECON member 
countr ies ,   the  ernphasis will be  more  on c red i t s   no t   t i ed  t o  any 
par t icular   project .   This  means a very   ac t ive   par t ic ipa t ion  on 
Euro-currency  market. In  1976 the  GDR has  already  raised a 
$175 mill ion medium-term loan  on the  Euromarket, It w i l l  carry 
an   i n t e re s t   r a t e  of 1.375  points above LIBOR (London Eurodo l l a r  
interbank  deposit   offered  rata).  This r a t e  i s  the  same that 
the  GDR was charged i n  1975 indicat ing that  t h e  GDRrs c r e d i t  
ra t ing  has  nut  changed. This development  appears  contrary t o  
p.redictions of many Western  bankers h o  foresaw a n  increase   in  
charges on fu ture  l o a n s  - t o  the-  GDR, . .  . . . .  

41. The GDR may also t u r n  t o  a new source  of  credit funds , 
The Arab o i l  producing  countries have begun t o  extend a few 
d i r e c t   c r e d i t s   t o  some of  the COKECON member countries and t h e i r  
pa r t i c ipa t ion   i n   t he  Euromarket may open a Eew source of c r ed i t s .  
It is a l so  expected that t h e  GDR will make an extensive  effor t  
t o  s e l l  heavy i n d u s t r i a l  goods and technical  equipment t o   t h e  
Arab countries. If success fu l ,   t h i s  may earn hard currency, aï- 
though most of it probably would  be used  up in payments f o r  o i l .  

42. In  view  of the  exis tence of i t s  s izeable   debt   there  is 
no doubt that the  GDR ,trill make an even g r e a t e r   e f f o r t  t o  con- 
duct a balanced  trade. This will nean that  imports f r o m  t he  
indus t r i a l  West will be nade conditional to a greeter extent on 
GDR exports.  Curtailaent of  exports,  whether due t o  pressures 
of intra-COPECOTf pr ices   introduced  in  1975 o r  primarily t o  
unrecept ive  markets   in   the  industf ia l  West, i s  bound t o  a f f e c t  
imports. It seems l i k e l y  that growth of GDR tra.de w i t h  t h e  
indus t r i a l  West will slow down, However, imports from t h e  
i n d u s t r i a l  Yest of sophisticated  technology  are  crucial   to  the 
GER econoriry, as without them t h e  GDR cannot hope to maintain 
i t s  posi t ion as the COPECOM workshop or  t o   f u l f i l   t h e  
re la t ively  ambit ious 1976-1 980 Plan. 

't3* The realignmen-b of pr ices   within CObECON has 
reportedly had a serious  adverse  effect  on the  GCR*s  t e r a s  of 
t rade.  No precise data have  been  ptlblished by the  East German 
Authorities,  but  Vest Geman  e,xperts  suggest that  the  increased 
revenues  from GDR exports - primarily n;lanuTactured goods - 
cover  only  around two-thirds  of  the  higher   cost  of Soviet raw 
materials.  This implies .that more production will have t o  be 
channelled towards the  USSR t o  pay the Soviet   fuel  bill, which 
has apparent ly   t rebled  in   the last two years. The r e a l  impact 
of higher  energy  costs a d  the  high GDR dependence on the  Soviet  
Union f o r  energy r a w  materie.ls w i l l  become  much clearer  during 
the  current  Plan  period, and underscores  the GDRIS dilemma of 
having t o  earmark a greater   share  of i t s  increased  production 
f o r  t he  USSR, whilst  concurrently  needing t o  make more goods 
available f o r  export t o  t he  West, 
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44 .  Additionally,  the GDR w i l l  plough a higher  percentage 
of investments   into  the USSR in   the  current   Plan  per iod,  Com- 
pared with t h e  approximate $800 mil l ion i n  t h e   l a s t   P l a n  - less 
than 1.596 of aggregate GDR investments - it w i l l  spend up t o  3% 
of i t s  t o t a l  investments by 1980. The GDR w i l l  p r o f i t  from this 
f inancial   input  as new raw material  resources w i l l  thus  become 
avai lable .  

E . CONCLUSIOMS 

45. The GDR faces,  consequently, a number of ser ious prob- 
lems  over  the  next  f ive  years:   there w i l l  be l i t t l e  growth i n  
the  labour  force and l imited  possibi l i ty   for   reducing  fur ther  
the  share  o f  manpower needed by agr icu l ture  . Therefore, any 
major  increase in   ou tpu t  must der ive from  improved productivity. 
A second  problem  remains that of the  GDR's capacity t o  generate 
the l a rge   expor t s   to  the West needed to   s e rv i ce   deb t s  and  pay 
fo r   g ra in  and/or  technology  imports.  Nevertheless,  the GDR is 
the s t ronges t   i ndus t r i a l  power i n  Eastern  Europe and counts on 
the high standards of i t s  manufacturing  sector  plus i t s  spec ia l  
economic re la t ionship  with the  Federal  Republic of Germany t o  
allow it t o  absorb adverse  foreign  trade  developments  without 
t oo   g rea t  a decelerat ion  in  growth.. 
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-1 - 

Net  Material  Product 

Gross Industrial 
Output 

Industrial Labour 
Productivity 

Cross  Farm  Output 

Capital  Investment 

R e t a i l  Turnover 

Foreign  Trade Turn- 
over 

1971 -1 975 1 1976-1 980 
i 

6 . 4  6.0-6,4 

5.3 5‘4-5‘7 

2.7 4.7 

3 0 6  

5.1 

5 (  2-5.8 

13.3, 
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National income 

Indus t r i a l  goods producti on 

1 Labour productivity i n  industry 

1 Gross fixed investment I Gross industrial  investment 
i 

Retail   turnover 

Foreign  t rade:   total  

Net income of population 

Agricultural  production i 
1 
I 

7975 ‘ 7976 

5.5 

6.3 

5.6 

4.4 
4 .6  

4.6 

9.1 

4.6 

2.4 

1 
1 5 .3  

1 6.0 

1 
I 5.5 

6.5 
8.7 

4. O 

9.7 

4. ‘8 O 

1 .ri. 1 1 1 
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TABLE 3 

IMPORTS OF CEFB,?;LS .U 

(I OOO m . ' t  . ) 

F - FAO estimate 

Source: GDR Handbook 'l 975 
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NA. T O  C O N F I D E N T I A L  

TABU 4 

A m X  to 
A2Z7Tm71 

GDR: TRADE WITH ILTDUSTRIAI, WEST( 1 ) 
(VM mil l ions and US $ mill ions)  

Trade  Balance 
W1 $(2) $(3) 

% of Total 
Exports  Imports Turnover 

21 .l 27.6 24.3 
21 ,O 30.8 25.8 
22.9 32.6 2?- 9 
27.4. 34.. 2 30.9 

ce:  1975 Stat is t ical  Yearbook f o r  GDR (Statfst isches  Jahrbuch der Deutschen  Demokratische~ 
Republik,  Berlin 1975) 

According to GDR staeistics: a13 c a p i t a l i s t   c o u n t r i e s  of Western Europe, a s  well a s  
Lustralia,  Japan, Canada, New Zealand and the United  States 

U s i n g  exchange r a t e  of 4.2 VM =: $1 for comparison with other  years 

Using current exchange r a t e s ;  1972: 3.87 .W = $ y  ; 1973: 3 *  4.8 = $1 : 1971-c: 3 e 57 W 
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N A T O  C O N F I D E N T I . ? . L  

TABU 5 

GDR: TRADE WITH !!%ST GTmWV 
(DM millions - US $ mil l ions)  

l i ! 

7 3  1 2,656 

75 i .'j,L:.00(2) 1,308 4.9 3,900 j l,!500 1 6.0 

1 . 5,672 [2 ,?82  i 

3,706 j 7,760 1 
1,022 1 

i 1 1-360 -?38 
74 1 3,240 1,246 1 22.0 3,679 l,.',r.I5 1 22-0 6,919 

t 3,390(3)  i 4.6 4,028 1 9.4 1 7,418 7.2 1-638 ! t l I ! I 

)Ume: West German Chamber f o r  Industry and Commerce 

Using exchange rate of  2.6 DM (Deutsche Mark) = $1 

Figures announced by West  German S t a t i s t i c a l  Bureau 

5 )  Figures announced by t h e  GDR S t a t i s t i c a l  Bureau 
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N A T O  C O N F I D E N T I A L  
A W J X  t o  m 

TIIBLT 6 

GDR : TWDB YITH C". ( 'l ) 
(V" mil l ions and US $ millions) 

- 

According to def in i t fon  of GDR includes: Albania, Bulgaria, Cuba, Mongolia,  Pol-and, 
Romania, Czechoslovakia, USSR, Hungary 
Using exchange r a t e  of 4.2 VM = $q f o r  comparison with previous  years 
U s i n g  current  exchange r a t e s ;  1972: 3.87 W.1 = $7 ; 1973: 3.48 W = $1 ; 
197h: 3.57 VP'I = $1 
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