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Report by the Economic Committee

SUMMARY AND CONCLUSIONS

-

Introduction

1, DNotwithstanding the partition of Germany which left
the "GDR" with an unbalanced economy, cut off from its vital
links with the Western part of the country, subsequently
weakened by the exodus of an important part of its active
population, the “GDR" has succeeded in building up industrial
power which, despite the modest size of the country, enables
it to play, after the Soviet Union, a pre-eminent rdle within
COMECON., With a population that accounts for less than 17% of
the BEast European countries (USSR excluded) the "GDR" has a
national product nearly a quarter of all these countries put
together, It is technologically the most advanced Communist
country in both industry and agriculture(2). The standard of
living of its population is higher than anywhere else in the
Communist world. However, for all its achievements the economy
of the "GDR" still lags far behind the Federal Republic of
Germany. '

2e The "GDR" is faced with a series of problems. ' The
most serious results from the demographic trend which will
saddle the country with a shortage of labour during the next
five years. Consequently economic expansion must be based on
greater labour productivity. This is to be achieved not only
through increased investment but also by improving the
industrial structure (regrouping of enterprises in larger units,
development of the technically most advanced industries, '
greater emphasis on research and development) and by increasing
the professional skill of the workers. The rigidity of the
planning system and in particular the lack of price flexibility
could hamper a more efficient allocation of resources. In order

(1) It is to be noted that the present report does not consider
the economic aspects of the particular problem of Berlin,
The Economic Committee intends to examine further this
question and to prepare, if need be, a separate report on
these aspects.

(2) Excluding military and space activities where the Soviet
Union is obviously in the lead.
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to maintain its lead within COMECON and act as the major
economic partner. of the Soviet Union, it would be logical for
the “GDR" to seek to improve its access to Western technology
by increasing imports, but close economic ties with the USSR
and the political pre-occupations of its leaders could inhibit
efforts in that direction.

3. Other difficulties could be occasioned by a shortage
of energy, slow rate of construction and a rather antiquated
transport system. The economy still remains vulnerable to
fluctuations in agricultural output due to weather conditions:
this was demonstrated by the poor harvest in 1969 and by the
effects of the scvere winter of 1969/70. ’

Recent performance

4, After some stagnation in the early sixties (1961-63)
there has been steady though moderate economic expansion
since 1964. According to Western estimates the Gross National
Product has been growing at about 3% per year over the last
five years which has allowed an increased share of production
to be devoted to investments and a gradual improvement in
consumption, Agriculture, which in the “GDR"'is technically
more advanced than in any other Communist country, achicved
record results in 1968 but was severely hit by bad weather in
1969 when output dropped back almost to its 1966 level.
Industry as a whole roughly fulfilled its targets but
performance in some key sectors such as electricity production
and building rcmained below expectations., DLabour productivity
in industry in the "GDR" which, before the war, was comparable
with that in the Western part of the country, is at present
estimated at about two-thirds of that of the Federal Republic.
The bureaucratization of industry and the forced economic
growth led to distortions, waste and inefficiency. In industry
raw materials are wastefully used and much of the equipment is
obsolescent, The piling up of unsold stocks and the hoarding
of scarce goods: by the producers points to deficiencies in the
planning mechanism, The lack of dynamism in applying science
and technology to production is indicative of the wrong usc
of incentives, '

Fconomic reforms

5« The "GDR", faced with economic stagnation, was the
first among the Communist countries to introduce economic
refgrms. Since 1963 attempts have been made to improve the
efficiency of the system. By various price reforms (1964,
1965 and 1967), improvement in planning techniques (1968),
reorganization of the banking system (1968) and the foreign
trade sector (1965 and 1970), the "GDR" leaders have sought
to comblne greater efficiency and strict control, stubbornly
refusing any experiment with frec market mechanisms, as for

instance in Yugoslavia or Hungary. Nevertheless, the planners

have been making increasing use of monetary means of controlling

NATO CONFIDENTTIAL -2-
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the economy ingstead of prescribing targets simply in physical
terms, More sophisticated planning methods requiring more
elaborate data processing equipment and an improved flow of
information and instructions are envisaged. The system so far
lacks flexibility and, as monetary considerations now enter the
picture, the price problems are presenting a major challenge to
the planmners. ‘ -

Standard of living

Ge In view of the renewed emphasis on the need for
investment, the standard of living of the population has been
improving less rapidly than the growth of national income might
suggest, In the early months of 1970 the effects of the bad
harvest and the hard winter have-been felt by the population.

In terms of consumption per person the East Germans are well
ahead of the other Communist countries (USSR included) but still
behind the West. Thus in 1967 there were 48 private cars per
1,000 inhabitants in the “GDR" as against only 5 in the Soviet
Union, but 230 in France. The “GDR" economy can satisfy all the
basic needs of the consumer (food, clothing, housing, education,
health) with the cccasional shortages such as occurred early
this year but there has been increasing irritation as regards
poor quality and lack of variety. The steady rise of private
savings deposits is indicative of this lack of balance between
demand and supply. The poor housing facilities and the lack of
personal services are among the most striking causes of consumer
dissatisfaction. :

Economic relations with the outside world

Te LAs far as agriculture is concerned, self-sufficiency
in domestic food requirements seems to be within reach in a not
too distant future, but, since the area is rather poorly
cndowed with natural resources for industry, it has to rely
largely on imports of raw and semi~-finished materials while
exporting finished products. The internal market (17 million
inhabitants) is rather limited and there is not much scopc for
large-scale production., The "GDR"” leaders since the mid-fifties
have sought to use their country as a workshop producing capital
goods for the USSR and other COMECON countries (including some
specialities such as precision machinery, optical instruments
and electro-technical products). Foreign trade has been growing
more rapidly than the national product and at present probably
accounts for a greater share of the GNP than in the Federal
Republic, This growing dependence on foreign trade corresponds
in fact to a growing dependence on the Soviet Union which abscrbs
nearly half of the external trade. The other East European
countries account for about a quarter and the rest of the
Communist world (Cuba, China) 2%. This leaves less than
one-fifth for exchanges with the industrialized West, within
which the Pederal Republic plays a leading rdle (about 10%), and
a modest fraction (4 to 5%) for aid and trade with the
developing areas of the non-Communist worid.

-3- NATO CONFIDENTIAL
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8. This politically motivated orientation of trade helps
to explain why the "GDR" is particularly eager to maintain its
predominant pesition within COMECON which it regards as a
protected market for its products thus avoiding as far as
possible the open demonstration of the relative lack of
competitivity of its industrial output in comparison to similar
Western goods and cquipment. Well awarce of the widening
technological gap between thelr industrial production and that
of the Western world, the "GDR" leaders hove a keen interest
in intra-zonal trade through which they hope to retain some
sort of privileged access to Western technology, while secking
simultaneously to dissuade, if possible with Soviet help, the
other COMECON countries from expanding seriously their own.
purchases of Western technology. Hence their insistence on the
need to build up a “socialist world market” insulated from
outside influences which, for different reasons, happens to
suit the Soviet leaders.

Prospects and Conclusions

9. The economic future of the “GDRY is at present somewhat
blurred by the short-~term difficulties resulting from.the poor
performance of agriculture last year and the consequences of
the severe 1969/70 winter, Therefore, the 1970 plan targets
might not be fully achieved. This accidental fall~-back should
not interfere with the cconomic expansion which will probably be
resumed at a steady though rather modest rate during the next.
five-year plan period (1971-75)., This would provide the basis
for a reasonable improvement of the lot of the consumer,
allowing simultancecously continued efforts at automation and
technical progress in industry., HMuch will depend, however, on
the main choices made by the Soviet Union in her next five-year
plan as industrial output in the “GDRY is closely linked to the
requirements and general orientation of the USSR's eConomy.

10. According to what is known so far of the next five-
year plan, the “GDR" foreign trade is expected to double by
1975 but trade with Communist countries is to increase cven
fasﬁer. The "GDR" is caught between on the one hand its wish to
avold economic dcpendence on West German deliveries and, on the
other hand, the necd to rely on them to maintain its position
w1th}n the Communist world, If the “GDR" wishes to receive a
constant and ever-increasing flow of sophisticated goods and
cquipment from the West, it will have to improve the quality

andg variety of goods that may be of interest to the supplying
countries.

’11? The "GDR" continues to have a direct intercst in
fOS??Tlng its cconomic relations with Western countries and in
partlcula? with the Federal Republic as a large part of its
technological advance will depend on imports from that part of
the world., In 1969 the "GDR's” purchases in the Pederal
Bepublic rose by 56% over 1968 and reached an all-time record of
£560 million, The level of trade between the other NATO

el on 3 en . . . .
igggbrles and the “GDRY has remained practically unchanged since
o6,
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12. As far as NATO countries are concerned they have in
the past acknowledged the special importance attached to trade
with the "GDR". It was felt that an expansion of trade with
the Zone, achieved at the expense of intra~German trade, would
have weakend one of the last ties linking the two parts of
Germany and reduced the effectiveness of one of the instruments

to protect free access to Berlin(l).

13, In the prescent changing circumstances the members of
the Alliance continue to recognise the special importance
attached by the Federal Republic to trade with the “GDRY as
one of the most practical means of inproving relations betwecen

the two parts of Germany.

(1) See C-M(67)45
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ECONOMIC PROFILE OF THE "GDR"
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/(All figurse from official "GDR" soure“n)

1. AREA AND POPULATION

2. Population 3. - Maim Cities 4, Population by Sex 8. Donsity of 6. Net degrease w \
(in thousand) . (more than 150,000 (end 1968) Population ~.population 1950‘55"' fe
s mid-year estimates ’ 1n)(mb1tant3; ” , 57. : .
end 196 Males 7,843,503
:922 e ' Fenales '9:2#3:73} | %:::bﬁgé';;':’:;a'q'h' "_ Annual rat. of
1962 3::52 ' et 29[ rotar 12,087,236 T . decrease 1963-6‘!
1963 17,155 b, leipsig 589,064 X : Y01 :
1964 16,984 ¢. Dresden 300,242
1965 17,020 d. Karl-Marx 296,680
1966 17,058 8tadt . B
1967 17,082 e. Magdeburg. 268,345 K
1968 . 17,08% £. Halle/SBnale 262,749
: ' g Erfurt 193,930
h. Rostock '192,0‘06
7. Total popn.lahon gaintuny enployed o 8. Distribution by sestor of gainfung : '
) (Baptember 1968)1: 7,792 enployed population (September 1968) % . T
apprenticest - 461 Industry 36.6 NP
TOTAL 8,172 Randicraft 2-;
Building - 6. ’
of which women :
(47.3%) 2 3,865 Agriculture 128
Transport and Comunicut:lona 7.0
| Trade 11.4
Other Px-oduetivo Activities 2.3
Non~productive Professions 16.9 }
’ i . . ’: .
XI. PRODUCTION !
19 ) Het Materisl Product (official Communist conmcept) (1958)
) . . 102,245 (thousand D.M. East) ,
MMP Origin (1968) in % of totel NMP Utilisation in % of total B
Industry 59.7 1966 1967 1968 - -
Buildi .
A:ticuffuro 1§.z Investment o 15,9 17.3 19.0
Transport 5.4 8tockpiling and : L ’ .
Trade 12.2 . Regeorvea : 5.3 b 1.2
; Others 1.8 Private Consumption ] 70.4 69.9 70,6
Public Consumption I - ) 8.7 9.2
” !I:

10. Growth Rates (% increase over proceding year) (constant. prices)
. 1970
1966 1967 1968 1969 (plan)
Industry 6.3 6.5 . 6.1 2.0 8.4
Construction 5.5 9.5 9.8 ) 10.0 8.6
Agriculture 5.8 6.2 1.0 »LS 6 2.6
Fixed Capital
Investment , 7.0 9.2 10.0 }.0 1.0
Consumption 4.5 4,3 4,7 f‘).) 3.8
Net Material !
Product 4.9 5.4 5.3 ‘!35'0 | 63

III. FOREIGN TRADE

i

{million valuta Marke%

Monetary unit: Deutache Mark (East)’

For "GDR" Authorities 1 D.Mark East = 1 D.Mark West
For the Federal Republic: free exchange rate: 3 D.Mark West = 0.265 D.Mark East
Foreign tradet valuta mark: 4.2 V.Mark = 1.8 B or 1 V.Mark = 0.87 D.Mark West

1V. NATIONAL CURRENCY

&

-6

11, Total Pradé 1964 1965 1966 1967 1968
Exports 12,312 12,893 | 13,461 | 14,515 | 15,894
Inports 11,061 11,800 | 13,503 13,771 14,229
Balance +1,251 +1,093 | - &2 + 7044 +1,665 |
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ECONOMIC REVIEW OF EASTERN EUROPEAN COUNTRIES

THE "GERMAN DEMOCRATIC REPUBLIC"
Draft Report to the FEconomic Committee

I. BASIC FACTORS IN THE ECONOMY

1. In order to assess recent economic performance of
the "GDR" certain basic factors should be kept in mind, in
particular:

(a) the economic consequences of the partition of
Germany; o

(b) the unfavourable demographic evolution, and

(¢) dits repercussions on the labour force available;

(d) the rigidity of the economic system originally
based on the Soviet model and the subsequent
attempts to reform; :

(e) the price system,
(f) the planning techniques, and
(g) +the foreign trade organization;

‘ (h) +the problems posed by scientific and
technological progress.

(a) The division of Germeny

2. Although a2 quarter of a century has passed since the
end of the last world war, the partition of Germany still
provides the general background against which developments
should be viewed. Before the war (1936-1939), the present
area of East Germany was as highly developed economically as
that of West Germany. On a per capita basis industrial output
was slightly higher(1) and agricultural production much more
so. However, the structure of East German industry was quite
different from that of West Germany: -it-was mainly concentrated
on the production of consumer goods and, within the sector of
investment goods, on textile machinery, machine tools, radio,
aircraft, etc. In the chemical sector the Eastern part of
Germany mainly produced basic chemicals, coal chemicals,
synthetic rubber, and provided 58.4% of the potassium
fertil%zer products of Germany (including areas now part of
Poland).

S Mining and metallurgy were located in West Germany
which specialised in heavy industrial equipment, .
agricultural machinery, ships, heavy electric motors,
instruments, pumps and compressors, watches and medical

(1) The Joint Economic Committee of the US Congress in
"Economic Developments in countries of Eastern Burope",
April 1970, puts the lezad of East Germany over West

Germany in 1939 in terms of per capita industrial output
as high as 16% -~ page 559.

~G NATO CONFIDENTIAL
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i t. The area now covered by the Eederal Republic of
22?;§g§nsupplied, in 1938, about 38%‘bf'a11 German hard coal,
99% of coke, 99% of pig irom, 94.5% of iron ore and 93.5% of
rolled steel (excluding the part of Germany now under Polish
administration). In agriculture West Germany specialised in
meat and dairy products-and viticulture but was la?gely dependent
on the eastern regions for potatoes; grain and various foodstuffs.
With an area of less than half the size of the Federal Republic
and a population of roughly a third, the territory covered by
the present "GDR", according to East German sources, accounted.
in 1936 for some 30% of Germany's national income. Whereas the
Federal Republic could base her economic reconstruction on a
highly developed basic industry, abundant raw material supplies:
and the Marshall Plan assistance, the Soviet-occupied territories
in the East, with an inadequate raw material base and no heavy
industry had to cope in the early post-war years with reparation
payments, the dismantling of existing enterprises and the
imposition of a centrally planned economic system.

4. By 1970 some of the structural problems created by
the partition of the country had been partly overcome. The
problem of insufficient raw material resources(l) has been
solved by long-term trade agreements, mainly with the Soviet
Union. The division of labour, which before the war had been
developed between the Eastern and Western parts of Germany,
has been replaced by a division of labour between the "GDR" and
other COMECON countries in Europe. As a result of this, the
"GDR” has become dependent on Eastern Europe and on the USSR
in particular, not only as a source of raw materials and semi-
finished products but also as a market for its industrial.
products. '

(v) Demographic trends

5 The demographic development of the “GDRY in the post-
war years has been a major source of concern for its leaders.
The population, which in 1943 exceeded 19 million according to
East German statistics, had by 1968 declined to 17.1 million.
In 1968 East Germany had both the lowest birth rate (14.3 per
thousand) and the highest death rate (14.1 per thousand) of
the East European countries. In addition, the sex ratio in
East Germany (84.7 males for 100 females) was the lowest of
the entire area. The natural increase dropped from 0.61 in 1961
to almost nil in 1968. These figures reveal the gravity of
these problems of sex and age structure resulting from the war
and seriously aggravated by the massive emigration to the
Federal Republic. According to the FRG data, between 1951 and
1966 about 3.4 million people fled into Western Germany while
less than 500,000 emigrated from West to East Germany,

;;;;;

(1) The main mineral resources of the "GDR" are lignite and
~non-metallic minerals, -including uranium ores which have

been mined under Soviet control for Soviet use since the
end of the war., :

......
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resulting in a net loss to the latter of 2.9 million, mostly

young men. The building of the Berlin Wall in August 1961

brought an end to the massive migration from East Germany - '
%233,000 in 1961, 21,500 in 1962) but did not stop it completely
24,300 in 1966). -

6. In consequence, over the years 1950-68 the population
of working age decreased by some 15% and its share in the total
population fell from 61.4% to 57.8%. The fall in the number of
young people in the country is reflected in the gradual decline
of the birthrate since 1961. The annual growth rate of the
population is expected to remain low up to 1975, and only a
minor improvement is forecast for the 1975-80 period. It seems
unlikely that the population will.number .18.million before.the
end of the present decadc. .

T. The "GDR" Authorities have tried to remedy the
demographic outlook by improving the health services. This
led to a considerable decrease in infant mortality, (the rate
in 1968 being the lowest in Eastern Burope and below that of
the FRG) and to a rise in the expectation of life (+4 years
since 1952). With a view %o encouraging larger families
various incentives were offered. A system of childrenst!
allowances, increasing proportionally with the number of
children up to five, was introduced. Maternity allowances, also
increasing with the number of children, and various other
payments for pregnancies and confinements were granted.
Kindergarten and day nurseries were established and
allowances were paid to single persons taking care of sick.
children. - ‘ ’

8. However, this comprehensive demographic policy was
largely stultified by the need to increase the employment of
married women and was further hampered by the poor housing
conditions which acted as a disincentive to large families. .
Similarly, the law for "the Protection of the Mother and Child"
introduced in 1950, which permits abortion on medical and
eugenic grounds only anrd was more restrictive than in the
other East European countries, was somewhat liberalised after
March 1965. As a result the number-of legal ~gbortions
increased from less than 1,000 per year in the period 1952-65
to 16,000 in 1966 and 20,000 in 1967.

(e) Zhe labour force problem

9. Faced with a decline in the number of people in the
working age group, the "GDR" Authorities attempted to raise
the labour force by employing more housewives and retired
people, by trying to attract workers from other East European
countries, apparently, however, with little success. The fall
in the numbers actively employed between the years 1950 and
1965 was 375,000, the big loss due to demographic factors,

~11~- = NATO CONFIDENTIAL
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particularly emigration (over one million) being partly offset
by drawing some 800,000 women into the labour force., Although
a high. rate of female employment is common to most Communist
countries it is highest in East Germany where among families
of workers and employees 70% of the wives were at work in

1965 (nearly four~fifths in the 18-25 Xears age group and over
one-fifth of the wives aged 60 or more). The statutory -
retirement age for working women is 55 years in all European

Communist countries except in Poland and East Germany where
the limit is 60 years. : .

10. The male population of working age is at present
practically fully employed and there remains little scope for
increasing further fulltime activity rates among married women,
although a wider spread of part-time employment still seems
feasible. The 1970 economic plan stresses the importance of
utilising whatever resources of female labour may still -exist.
The share of women in the labour force will continue to be
high during the 1970s, probably of the order of 45-47% of
the totale ] :

11. In 1968, out of a total active population of about-
8.44 million, some 1.26 million were engaged in agrieulture
(about 15% of the total). This percentage, though high =~ |
compared with some Western industrialised eountries, is the
lowest among Buropean Communist eountries. The transfer of
manpower - from agriculture to industry and services in East
Germany has been more rapid than in other Communist eountries:
between 1950 and 1968 the number of persons engaged in -
agriculture declined by 39.2%. There might still be some room
for further transfer although the sex and age pattern of
agricultural labour is rather unfavourable. The percentage
of older people is higher in agriculture than in any other
sector of the economy. The outflow of labour from agriculture
must, therefore, be expected to slow down considerably in the
futurea, :

12. The decline in the working age group as a proportion of
total population since 1950 is expected to come to an end in
the 1970s. After 1975 the labour force will grow faster than
the population as a whole. The labour shortage will, however,
remain critical., Efforts to draw sdditional manpower from
other Eest European countries have so far met with little
success. Between 40 and 50 thousand foreign workers, mainly
Hungarians and Poles, and including several thousand Polish
commuters working along the border (textile industry and
mines) are employed in industry in the "GDR", This amounts to
about 0.5% of the total gainfully employed people, as against
almost 6% of foreign workers in the Federal Republic. Foreign
labour does not, therefore, provide any substantial relief. of
the shortage in the "GDR", It would seem that the other ,
East European countries are rather eager to keep their manpower
within their own countries.
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(d) The economic system before 1963

13. In order to assess the significance of economic
reforms, it may be worthwhile to recall briefly the
development of the economic system introduced during the
Soviet occupation. In the early years, the large-scale
industries and trade and financial institutions, were
nationalised and the big agricultural private holdings broken
up. A central planning system on the Stalinist model was
introduced under direct Soviet control and with the
participation of Soviet advisers. However, the need to meet
the requircments of a population aware of the rapid recovery
in the Western part of Germany, compelled the régime to
tolerate private ownership.in .small business..and agriculture -
during a recovery period which went on' till the late 1950s.

14, With the rise of Khrushchev, the BEast German
Communist leaders gained some say in economic decision- ‘
making and the Soviet exploitation took more subtle forms. The
plan adopted in 1960 at the initiative of Ulbricht for the.
1961-65 period called for a 7.5% increase in the national
income annually. The rdle of private business was considerably
reduced as the cmphasis shifted from consumption to investment.
Small~-scale industrial units and handicrafts were forced into
co~aoperatives or absorbed into the "semi-state corporations™
and agriculture was quickly and fully collectivised by the
end of 1961. The industrial ministries were abolished and
replaced by "Associations of State-owned Enterprises" (VVBs)
under direct control of the local Communist Party leaders. A
genuine heavily centralised and rigidly planned economic ‘
system was established that was supposed to favour fast
economic growth. ’

15. The inefficiencies of the bureaucratic system soon
became evident. In 1961-63, the "GDR" went through an
economic recession instead of reaching the ambitious growth
targets of the plan. Faced with the failure of their initial
attempts, the East German leaders, first among the European
Communist countries, embarked in 1963 upon a continuing )
process of cconomic reforms to . improve the efficiency .ef their
planning techniques. The East Germans, however, have so far
rejected the idea of introducing "market" elements that were
adopted by other East European countries (e.g. Hungary), but
have relied rather on technical improvements in the
authoritarian central control of the economy by introducing
new economic incentives.,

(e) The industrial pricc reform

16. The system of fixed prices which existed up to 1964
was largely based on the price levels prevailing in 1944 and
could hardly be related to the actual "costs" or "scarcity"
of these products(1). Por instance, the prices of raw

(1) See Manfred Melzer "Preispolitik und Preisbildungsprobleme
in der DDR", in DEUTSCHES INSTITUT FUR WIRTSCHARPTSFORSCHUNG

Year 1969, 3rd number.
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materials were kept considerably below the actual costs of

production through State subsidies in order to favour the
production of capital goods, while prices for consumer goods

| were fixed at much higher levels resulting in high profit

rates in the industries producing such goods. A price reform
was started in 1963% with the re~evaluation of invested capital

4in industry; the nominal value of this was increased by 52% on
- 30th June, 1963.

17. This first step was followed during 1964 by two
sets of measures which resulted in an average increase of
some 70% in the price of basic raw materials (coal, minerals,

- _energy, plg iron, rolled iron and steel, raw materials for. the

‘¢hemical industry, etc.). On 1st January, 1965, the prices of
other raw and semi-finished materials were increased on the

B average by 40% (wood, timber, paper, hides and skins, -
chemical products such as synthetic rubber and fibres, building
.materials); prices for agricultural products were also

increased during 1965. On 1st January, 1967, the price of

‘machines, electronic and electro-technical equipment, products

of the chemical industry, products from the light and food

- industries, building, transport and communication services,

was increased on an average by 4%.

18. The average increasc in the price of investment
goods was about 16%, but there were wide differences as betwcen

. the prices of various goods. For instance, construction costs

increased by more than 30%, capital equipment in general by
about 8%, but products of the electro~technical industry
declined by 1% and optical equipment and high precision
instruments by some 30%. Consumer goods prices were fixed
at enterprise level. The increases in the price of raw
naterials and equipment were to be largely absorbed by
increased rationalisation and a reduction in the profits of
industries producing consumer goods.

19. TFree prices do not exist in the "GDR" except for a
few second-hand goods, antiques and domestic animals, which.
have no econonmic significance. Although the reforms have
brought industrial prices more in line with the actual i
production costs, they are still not flexible, which is the
main objection to the system of central price fixing. The new
prices proved incapable of stimulating the production of new
types of goods. The "scarcity" factor is still insufficiently
taken into consideration. Since they were based on average
costs, the profit rates differ widely between enterprises.

A number of price distortions are not yet overcome: durable
consumer goods are generally too expensive (private vehicles,

- refrigerators, washing machines, textiles, shoes, etc.), while

othe; prices do not cover the real production costs (rents for
housing, transport costs, etc.). The depreciation costs have
been included in the industrial prices but the interest and

NATO  CONFIDENTIAT, y.
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taxes on capital is still not covered, so that products of
capital intensive industries tend to be priced too low. On the
whole, the price structure has been used as a means to reduce
consumption and favour investment. The "GDR" Authorities are
well aware of the disadvantages of fixed prices and various
attempts have been made to overcome the lack of flexibility but
as price fixing remains an essential element in the centrally
authoritative system such attempts have so far proved rather
unsuccessful.

20, The gystem of prices in the "GDR", both before and after
the introduction of reforms, represents the pOllthal priorities
as decided by the Authorities. Even if the régime were in a
position to gather all the information needed to allow the

valuation of "real costs™ and “relative scarcity” of the products, .

there is no reason to believe that the leadership would give up
its present power to fix the prices according to the mainly
political considerations. Political control remains the most
important goal before any congideration of increzsed economic
efficiency or improved techinology would be taken into account,
whatever the prevailing price system.

......

(f) The new economic system

21. Since the introduction in 1963 of what the “GDRY" leaders
call the "new economic system®, various attempts have been made
to express in monetary terms the objectives of the plan, and to
control the economy through methods relying more than in the past
on concepts such as “cost® “value” "prices”. In that connection
may be mentioned: price reforms, reorganization of the banking
system, efforts to encourage enterprises to finance a larger
share of their investments from their own profits, the intro-
duction of a tax on capital and of interest rates on investment
loans from banks(1).

22. In April 1968, the planning system as such has been
reorganized. The reforms adopted in this field aimed primarily
at improving the planning mechanism. More refined forecasting
methods were introduced, based on an extensive information systen
that was set up within the planning hierarchy. The unified
statistical accounting system was to speed up the flow of
standardised data from the central decision-making suthority
down to the executive level in the production units and vice
versa. Central planning was to be freed from the task of detail
control and would henceforth concentrate on the main “structural®
aspects of the economic development. Thus, the plan would deal
only with basic questions considered to be of decisive
importance for the overall economic growth. It was to be the
responsibility of the production units te comply with the plan
outlines. In order to reach some economics of scale the grouping
of State-owned enterprises in ¥“combinates®™ combining both
vertical and horizontal concentration was encouraged. The number
of planned targets imposed on the enterprises was reduced and
plan procedures were simplified.

~15~ © TATO CONFIDENTIAL
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23, Basically the Council of Ministers remains,; as before,
the sole decision-making centre for controlling and directing
the economy on the basis of proposals submitted by the Stgte
Planning Commission. Such a procedure, even refined, llmltshthe
flexibility of the economic system. As long as the rigid price
fixing system remains in the hands of the central authorities
and market influences are excluded, prices cannot fluctuate and
consequently do not adequately reflect either the relative
scarcity of the goods or the changes in their cost of production.
They cannot, therefore, be used as guidelines to indicate the
real economic efficiency of resource allocation as decided by the
planners and they hamper the introduction of advanced technology.
However, the system does allow the Communist leaders to retain
firm control of economic development.

(g) Reforms in the foreign trade'ééé%or

24. Reforms were also introduced in the foreign trade sector
with the aim of making enterprises more competitive on foreign
markets and allowing a reduction of export subsidies. On the
organizational level the system was not changed. Exports are
still to be channelled through the official foreign trade
organizations which would however, seek to induce enterprises to
give priority to the production of high quality export goods.

The foreign trade organizations are supposed to improve after-
sales services and intensify their research activities on behalf
of the export industries. The main feature of the foreign trade
reform is that, henceforth, enterprises will benefit from profits
but also share in losses resulting from sales. :

25. 1In practice, the results of these reforms have so Tar
becen disappointing. The low competitiveness of East German
exports on Western markets has resulted in losses for the
exporting enterprises and has reduced premium funds left at the
disposal of the production units. The reform measures in this
ficld might have acted as a disincentive for exports to the WVest.

(h) Science and technology

26. One of the key elements in the economic development of
the “GDR" is the technological lag which characterises much of
the “GDRY" outlook. This lag is reflected in the slow economic
growth since the end of the war and limits the "“GDR™ capability
to modernise production in the future as ig currently envisaged.

27. The guarantecd outlets for East German exports in the
Soviet Unlon and other COMECON countries, as well as the rigid
internal price system, have to some extent insulated the economy
from Western technological progress. This lack of competitiveness
of East German products has made the leadership increasingly aware
of the widening gap in technological progress between East and
West. The need for systematic development. of research and
development has been stressed since 1963. One of the main goals
in the 1968 new planning system in the key sectors was indeed to
provide for their rapid technological development, including
automated control systems, electronic data processing and modern
management techniques. It is intended to set up 16 large-scale

........
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research centres within industrial combinates in 1970, grouping
various enterprises under the direct authority of the Council of
Ministers.

28. After reforming the primary and secondary school system,
the functionning of the universities has more recently been
reconsidered. The aim seems to be to improve the links between
scientific research and its technological applications. Inter-
disciplinary research in the more important cconomic sectors has
been encouraged. 1In order to provide the decision-making
authorities with alternate sets of options in their elaboration
of development planning, the preparation of different proposals
for branch development was requested in 1969 from the Ministry
of Science and Technology. Simultaneously, universities have
been made increasingly responsible for cointractually arranged
applied research projects; to be financed jointly with industry.
It is intended that elements of economic accounting are to be
gradually introduced in the universities. The long-term plan
will provide a framework for directing science and technological
research towards the new structural sectors of the economy.

29. It is too early to assess the results that can be
expected from this renewed emphasis on research and development,
but the efforts undertaken are indicative of the growing concern
of the “GDR" leadership with the technological leap forward in
the United States, Western Europe and Japan. So far, however,
it would appear that the economic incentives for promoting
rapid exploitation of the scientific and technological innovations
are still largely inadequate to allow fast progress in this field.
In addition, the technological gap which has been increasing
steadily between the VGDR" and Western EBurope has already reached
such proportions as to make it difficult to see how it could be
reduced. ‘

[ L B S I N N !

II. Di5 INTERNAT, ECONOMIG DEVELOPMENT

(a) Overall growth performance

30, The economy which had suffered during the war got off
to a slow start after 1945. Reconsiruciion was retarded .by
heavy occupation costs, reparation payments and the dismantling
of some enterprises. The rapid advance starting from the low
1950 level (Western estimate: GNP 1950 + 77% of GNP 1936(1))
was due to a highly developed processing industry and, especially,
the availability of an industrious and skilled labour force.
Production capacity, which was not fully utilised in the early
post-war years; was gradually put into use thereafter which
explains the rapid rise in the national income. Between 1950 and
1960 the Net Material Product, in constant prices, more than
doubled according to Communist sources, implying an average :
anmual rate of increase of about 8% during the second half of the
decade. After Bulgaria, this was the highest rate of growth of
all Rast European COMECON countries. (Western estimates indicate
a growth rate of GNP of 6.4% annually during the period 1951-55
and 6,2% for 1956-60). o

.......

(1) See Joint Economic Publication ~ US Congress mentioned
earlier. _ e
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The period of rapid recovery was confined to the
fifties. In the next few years the growth rate fell sharply
to 2-3% (official figures) and the economic recession
(Western estimates put the rate of growth of GNP during 1961
at 0.7%) lasted till 1964. In the following years economic
expansion picked up again without reaching, however, the
high growth rates of the reconstruction period. According
to Communist sources the Net Material Product rose by 4.8% in
1964 and fluctuated thereafter between 4.6% in 1965 and 5.4%
in 1967. (Western estimates for the period 1964~67 indicate
an average rate of growth of GNP of about 3.1%.) '

32. The 1968 results on the whole must have appeared
rather satisfactory to the "GDR" leaders. Net Material
Product according to official records grew by 5.3% as against
a planned target of 5.4% (Western estimates: rate of growth
of GWP: 2.8%). But this achievement was largely due to
agricultural net output being 1% higher than in 1967 which
was an excellent year. Production of cereals and livestock
output were especially satisfactory. Industrial production,
however, did not come up to expectation. The 6.1% rise in
output was less than during the two preceeding years and
below target. Consumption, both private and public, grew
more moderately (+4.7%) than the Net Material Product
permitting a reported 10% increase in fixed capital investment
and a 9.5% increase of exports, while imports grew only by
3.3%. Money income expanded more rapidly (+4.9%) than planned
(between 3.5% and 4%).

33. Results in 1969 were less satisfactory. The annual
plan had envisaged a 6.0% increase of the Net Material Product .
but actual rise was 5.0%, i.c. less than the two preceeding
years (in comparable Western terms GNP has probably increased
by about 2.7%). The 1969 results brought out once more the
significance of agriculture in the short-term fluctuations of
aggregate output even in the most industrialised -eountry in the
Com@unlst group. Owing to adverse weather conditions net
agricultural output dropped 6.6% below the 1968 level.
In contrast industrial output increased by 7.0% and construction
by 10%, fulfilling and in some cases even exceeding the plen.
Neverthgless, growth targets were not reached in energy
production, transport and house building. ILabour productivity
continued %o rise at the same high rate as last year (+8%),
consumption rose at a rate comparable to that of the year
before and investment more rapidly (+13%). The rise of
money lncomes was only slightly less than in 1968.

34. The main tasks of the 1970 plan are to further
mechanisation and autonation and intensify research efforts
in industry. The Net Material Product is planned to increase
by 6.3% as a result of a 2.6% growth of agricultural output,

N4ATO CONFIDENTIAL -18-
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the total net production of which is expected to remain well
below the 1967 level and an 8.4% increase in industrial
production, a much faster rate of growth than actually achieved
over the last five years. Industrial expansion is to be
achieved mainly through a 9.4% increase in labour productivity.
It is expected that this will allow an increase of 11% in
investment and of 13.6% in exports.

35. In view of the disappointing agricultural performance
in 1969, it will be necessary in order to meet the internal
needs to import about 350 million valuta marks of grain,
potatoes and other foodstuffs. The unusually severe winter
1969/70 has aggravated the bottlenecks in the supply of energy,
raw materials and transport.services. .In.consequence, economic
performance during the first two months of 1970 lagged sericusly
behind plan. On 1lst February, 1970 the Council of Ministers
admitted it would not be possible to achieve 25% of the annual
plan during the first quarter of the year and that overall
annual targets could only be reached if shortfalls in some
sectors were compensated by overfulfilment in others.

36. Owing to below plan performance during the first four
years of the current five-yecar plan (1966-70), the overall
average yearly growth in the Net Material Product of 5.4% can
only be reached if the 1970 plan is fulfilled. On present-
showing this is unlikely. Nevertheless, the degree of fulfilment
of this present five-year plan will be greater than in the past.
Industry is likely to reach its target even if its 1970 goals
are not entirely fulfilled. The same applies to investments,
retail trade and foreign trade. As in the Soviet Union the
planning organs of the “GDR" are at present preparing the draft
of the next five-year plan 1971-75. The Soviet plan will have
a direct bearing on the East German one since the latter's
economy 1s heavily dependent on the former. According to
official speeches and the goals so far published concerning the
new five~year plan 1971-75, such as for instance- the proposed:
60% increase in production and 85% increase in exports of
machinery and equipment over the period, the new plan will
resemble the 1970 plan which set ambitious and rather unrealistic
targets for economic development. The realigtic approach of East
German planning that prevailed during the period 1963~68
reflected the economic crisis following the discontinuation of
the seven-year plan adopted in 1962, Having passed that crisis,
the leadership seems to be returning to its former policies of
forced growth.

(b) ZEconomic development by sectors

(1) Agriculture

37. Before the war the part of Germany that was to become
the “GDR" had specialised in the production of grain and other
crops but relied on the West for animal products. On the whole
it had a small export surplus in foodstuffs. Output per worker
employed in agriculture was higher than in the Western part of

.....
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the country and far ahead of that of other East European
countries. In the post-war years agricultural productivity fell
behind that of the Federal Republic. It is still higher than
any other East Furopean country but its lead has been reduced,
which is mainly due to the collectivisation of agriculture and
the priority accorded to industry.

38, Collectivisation was introduced in two stages. In
1953 over a.quarter of total agricultural land was "socialised”
and this sector was graduelly enlarged to cover about half of
arable land by 1959. In 1960 collectivisation was extended to
92.5% of the agricultural land(l) and by 1968 less than 6% was
still in private hands (including the private plots of
collective workers). Simultaneously, agricultural holdings
were reorganized into larger units: their number fell from
nearly 900,000 in 1950 to 60,000 in 1960, and 26,000 in 1968.
About 700 State farms account for 7% of the total agriculturel
land, 13,000 production co-operatives for 37%, and private
farms, numbering about 11,000, and small private plots the rest.

39, Over the last twenty years the increase in agricultural
output has been slower than in the other East European countries,
except Czechoslovakie which is not surprising given the higher
level of East German agriculture. The average annual rate of
grovith between 1948-50 and 1965-67(2) was 2.9%, i.e. slightly
below that of West European countries (average 3.1%). Crop
output in 1968 was at the same level as in 1948-50 but animal
output had apparently increased by about a third (annual average
increase 5.0%). T

40. This rise in productivity is mainly due to increased
inputs of machinery, fertilizers and to scil melioration works.
Since 1960 the number of tractors has doubled and that of
combined harvesters has nearly trebled. In 1967 about 90% of
the grain was harvested with combines. As regards chemical
fertilizers, more nitrogen, potash and lime was used in 1966
than in the Federal Republic but the quantity of phosphates
was less. The switch of labour from agriculture to industry
meant that available manpower is better used. Improved working
conditions and organizational reforms have helped contribute to
raise agricultural productivity. Since 1965 there has been a
move to foster closer relations between co-operative enter-
brises: merging of fields and meadows, joint purchase and
utilization of machinery, joint animal breeding. On the vertical
plane,_too, there has been closer co-operation between the
produqlng.units, the processing factories and domestic trade
organizations, which has increased the efficiency of
agricultural production. v

.............

(1) Agricultural land includes all arable land, orchards,
gardens, vineyards, permanent and temporary meadow,
pasture and grazing land.

(2) Joint Economic Committee, US Congress, op. cit., page 476.,
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41. The 1968 results were the culminating point of a series
of good crops. The dependency of East Germen agricultural
output on the vagaries of the weather was once more highlighted
in 1969 when total output dropped by 6.6% almost to the 1966
level. Compared with the 1968 bumper harvest, production of
cereals fell by 13.5%. Production of oilseeds, potatoes and
sugar-beet was reportedly some 30% below the average of the
preceeding five-year period. Fruit, vegetables and fodder
supplies were seriously affected by the extreme drought.
Performance in animal husbandry compensated to some extent for
the poor results in the crop sector. Livestock numbers have
hardly increased in recent years but the yields have continued
to improve.

42. The 1970 plan envisages an increase of 2.6% in total
agricultural output. The main objectives are: further
mechanisation of agriculture and greater investment in
melioration works, the building of additional storage facilities
and the improvement of the qualifications of agricultural labour.
The repercussions of the bad 1969 harvest on animal production
are inevitable and this explains the lower rate of increase
planned. The severe winter 1969-70 may make it difficult to
reach this rather modest target.

43. In conclusion, agriculture in the “GDR" has undoubtedly
reached a higher technical level than in any other Communist
country; output per capita and per worker has risen in an economy
where both the population and the agricultural labour force are
declining. However, in terms of pre-war efficiency and in view
of the increase in post-war inputs, the overall rise in output
is less impressive. UGDRY agriculture is still subject to the
vagaries of weather conditions and wide anuual fluctuations are
inevitable as demonstrated during the past two years. As
indicated earlier, a better balance between crop and animal
production is aimed at and progress in the latter sector has
been greatest. The per hectare yields for wheat; rye, potatoes
and the production of milk per cow, are the highest among East
Buropean countries. Yields nevertheless still lag far behind
those of the Federal Republic, particularly in potatoes, meat
per pig, milk per cow and eggs per.hen. .. It .does:not seem very
likely that the "GDR® will be able to forego imports of grain and
foodstuffs in the near future. Imports during the 1965-68 period
averaged 1.7 million tons of grain and 1.0 million tons of fodder
annually, as well as some high protein focd supplements. The
economy may well be self-sufficient in a not too distant future
in meat and dairy products, despite the set-back of 1969 and the
slow recovery expected for 1970. The output per person engaged
in agriculture is still between cne-third and one half of that
industry. Agriculture, which accounts for about 15% of the
economically active population, contributes less than 10% to
total GNP.

(ii) Industry

44. TFast German recovery in the immediate post-war years
was apparently more delayed by Soviet dismantling of enterprises
than by the war destructions. Metallurgy, the chemical and
heavy machine~building industries, suffered most. More than
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half of the 1936 capacity in these branches was actually
dismantled. The manufacturing capacity left to Eastern Germany
was predominantly concentrated in light and food industry and
light machine building, which constituted before the war the
industrial mainstay of that part of Germany. Soviet levies on
current production as payment of occupation costs and war

damage reparation charges ilmposed a heavy burden on industrial
output up till the mid-1950s. Owing to the urgency of the needs
of the private consumption from 1950-55, investment in East - -
Germany grew less rapidly than consumption. Up to 1958 industrial
output increased nevertheless rather rapidly as more previously
idle capacity was put intc operation and private ownership of
small business was still tolerated to a larger extent than in any
other Communist country. In 1955 private firms (including
handicraft) accounted for more than cne~-fifth of total industrial
production and nearly a half of construction.

45. After 1958-59 the growth of industrial output gradually
slackened. The chief sectors where the rate of expansion
remained fairly high were: chemicals and rubber, metal
products, electric power and electrical engineering. Since the
nid-1950s, lignite, the main natural resource of the country,
had to be extracted from less productive deposits. The “GDR™ was
short of steel which had to be imported from the Soviet Union and
after 1958 output was modified to suit the Soviet demand for such
“steel intensive® machinery as ships, railroad rolling stock and
equipment for heavy industry. The shift to the Soviet market
affected also the consumer goods industries whose output in 1958
wag still well below the 1936 level. The main reason for the
continued lag in output of the light and food industries was the
fact that whereas before partition a large surplus of such goods
was sold in the Western part of Germany, the Communist countries
were much less interested in such products and the rather low
level of investment of the preceeding period had also made itself
felt. On top of all this, between 1949 and 1961 over 10% of the
total population had left the "GDR"™ to join the Federal Republic.
According to the official data of gross industrial production,
which tends to exaggerate the rates of growth, the annuzl increase
fell from 12% in 1959 to 4% in 1963, the lowest figure ever
recorded in East German statistics of total industrial production.

] 46. After 1963 and the beginning of the "New Economic System",
industrial expansion picked up again reaching roughly the plan
targets. Between 1964 and 1967 an annusl average increase of

6.4% in gross industrisl output was officially recorded.

47. The 1968 plan envisaged a growth of 6.4% - the average
of ﬁhe three preceeding years - while the rate achieved was
6.1%, ?he semi-State sector, which consists of mixed
entgrprlses in which the State owns more than half of the
capital, increased faster than the State sector for the third
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year in succession. As previously this was due almost
exclusively to increased productivity as manpower employed in
industry rose only very slightly (+0.3%). The most favourable
results seem to have been achieved in the metallurgy sector,
chemical industry, processing machinery and transport
equipment. The lignite and power industries, however, failed
to meet their targets and light and food industries increased
only moderately. Some durable consumer goods (television
sets, refrigerators, washing machines) declined.

48, In 1969 industry fulfilled its target by expanding
output 7% without any noticeable increase in employment.
Output of lignite rose 3.3%, gas 3.4%. A strikingly poor
performance was reported in the output of electricity which
apparently increased by only 2.9%, one of the lowest figures
over the last twenty years. In metallurgy output of rolled
products was said to have increased by 28.5%, that of steel
by 2.7%, while pig iron production declined by 10.1%. Metal
working industry did rather well but durable consumer goods
continued to decline. The chenical industry apparently
experienced difficulties in its conversion from carbo %o
petrochemicals. Output of chemical fertilizers increased by
4%, sulphuric acid by 3% and synthetic fibres by 1.1%. Other
items such as caustic soda, colcium carbide declined. Light
and food~processing industries rose somewhat less rapidly
than the overall average. ‘

49. The 1970 plan envisages & rise in the growth rate
to 8.4%. Electro-technical and electronics, as well as the
chemical industry are expected to grow rapidly. Research
in the latter sector is to be intensified. On the other
hand the growth rate of metallurgy is to be considerably
reduced.

50. The "GDR" is undoubtedly the most industrialized
of a1l COMECON countries. It has proportionally the largest
share of total labour force in industry (41.1%) which accounts
for roughly two-thirds of total GNP. Faced with a bottleneck
in menpower it has not the possibility of increasing production
by drawing additional labour force.into.the industrial.process,
a solution which has often been adopted by other Communist
countries. Industrial labour productivity in the "GDR",
which before the war was at least comparable to Western
Germeny, is about 35% lower than in the Federal Republic in
1970. The bureaucratization of industry and the forcing of
economic growth have led to a number of distortions and
lack of efficiency. Among these may be gquoted: the
excessive quantity of raw materials and energy used in
industrial production, the piling up of large stocks of
unsaleable goods and of scarce goods hoarded. by producers, the
lack of dynamism in applying science and technology in
production, the long delays in completing construction
projects, the obsolescence of the new equipnent installed,
the wastage of labour. '
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The "GDR" uses sbout 30% more rolled steel than
West Buropean countries for the production of the
same product becausc of the poor assortment of

the rolled steel, obsolete design, high losses in
processing. For the production of electricity the
"GDR" needs nearly one-third more fuel per Kwh

of net power than West German power plants ;because
the equipment is o0ld and less efficient than the
large units now being built. While electric.
power consumed per worker in industry is about the
sarne in the "GDR" and in the Federal Republie,
output of the Eost German workers is only about
two~thirds that of the West German employee,

hence electric power consumed for a similar
production value is about 50% higher in the "GDR".

Between 1955 and 1965 industrial inventories
increased at the rate of 9% per year, i.e. much
more rapidly than production; stocks kept by the.

- trade orgonizations rose at about the same rate.

Resources allocated to industrial research and
development have becn nmuch lower in the "GDR" than
in Western countries. Although such expenditures,
calculated as a perccntage of GNP doubled during
the 15 years up to 1965 from 0.3% to 0.6%, the
corresponding figure for the Federal Republic

in 1965 was 1.6%. There are no adequate incentives
for promoting the introduction of innovations in
production.

It takes generally at least twice as long to get
& construction job done in the "GDR" as in the
Federal Republic. The East Germans have pointed
out that considerable delays are imposed for the
construction of largc-scale projects (in some
cases more than 10 years). When such projects are

completed their equipment, much of it ordered 10 years

earlier, is likely %o be outdated.

The pocr quality of the new equipment installed
in the "GIR" is clearly demonstrated by the
difficulties met when this equipnment is to be
scld on Western markets.

The continued use of old equipment and poor
quality capital goods leads to a labour wastage.
Menpower used in moterial handling and moving of
materials has been increasing gradually as a
share of total production workers in the absence
of labour-saving equipment. Repair works occupy
increasing numbers of workers. In 1965 over 6.5%
of all production workers were engaged in moving
materials and about 15% in repair works.
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The gap between industrial production in the "GDR" and most

of the industrialised Western countries has been widening over
the last decade. According to Western estimates the average
annual rate of growth of net industrial output between 1960

and 1968 hLas been 3.7% in the "GDR" against 4.9% in the
Federal Republic, 4.9% in France and 5.3%% in the United States.

(iii) Construction

51, Mainly pre-occupied with rapid growth of production,
the planners tended to neglect the economic infrastructure of
the "GDR" which did not keep pace with the upward trends of
industrial output. The building industry has become a major
cause of concern for the N beadership. Up till -the “1960s
the sector had been rather neglected and the available
capacities are inadequate to cope with the construction
requirements. The building industry consists largely of
relatively small firms lacking the modern equipment needed
for large-scale work and the regional distribution of these
firms does not correspond to requirements, Civil engineering
and basic construction therefore constitute bottlenecks for
further expansion. The production of building materials has
increased less rapidly than overall industrial output. Between
1959 and 1965 only 40% of the plan targets were reached.

52.. Too many projects have been undertaken simultaneously
resulting in an excessive sprcading of the limited construction
capacities. The number of unfinished projects has been .
increasing fast since the early 1960s. Although this problem is
common to many Communist countries it seems particularly acute
in the "GDR". According to certain East German specialists’
in 1968 large-scale projects worth between $2 and £4 million
needed 5 to 6 ycars to complete and those worth more than
£10 -million over 10 years which is much longer than in the -
Soviet Union. o '

53. Communist governments have generally tended to give
rather low priority to the satisfaction of individual housing
needs. The building of dwellings, considered in Communist ‘
terminology as "non-productive®™-has been lagging behind targetse.
More than half of the building investments are absorbed by the
"productive" sectors: industry, agriculture, transport. The
share of housing in total construction investment grew from 51%
in 1960 to 58% in 1967. During the last three years total
output in the building sector reportedly rose much more rapidly
than national income but the targets for housing in the current
five-year plan 1966-70 will not be reached. ZEven if the 1970
plan for new dwellings (77,000) were fully met, the actual =~
five-year total would still fall short by 33,000 units (or 8.3%)
of the original target of 400,000 dwellings. Future production
increases are to be obtained through improved productivity,
larger numbers of workers and special emphasis on
pre-fabricated buildings.
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(iv) ZIramsport

54. The inland transport system is another weak sector
in the economy. Railroad has traditionally been, and still
is, by far the most important part of the transport system.
Performance of the different sectors in terms of ton-kilometers
for inland merchandise transport in 1960 and 1968 was as
follows:

1960 1968
Railroa ,82% 78%
Road transport C13% _ _ 18%
Waterways 5% 4%
Air transport negligible ~ negligible

55. The "GDR's" transport system was seriously affected
in the immediate post-war period by the systematic dismantling
of its railroad network. It may be recalled that during the
period 1945-50 the Soviets removed one track from all double-
track lines. As a result the capacity of the system, which

~before the war anmounted to 46% of that of the Western part of
Germany, is estimated to have been reduced to only 33% in 1950.
Since then both parts of Germany have been increasing their
rallroad capacity at about the same rate and the Western lead
in rail transport has remainéd unchanged, while that of road
transport has increased rapidly. In view of the slow rate of
replacing equipment which requires heavy repair costs, the
nodest rdle of long distance road transport in the "GIR" has
only been able to handle the traffic generated by the post-war

recovery at i i
Serv¥ce¥ thg cost pf high operating expenses and poor

56. 1In 1969 more than half (52%) of the railroad

~ traffic _was still houled by stean locomotives as against 9%

in the Federal Republic. Given the intemsity of its utilization,
the railroad systen is vulnerable to external factors. The
severe 1969/70 winter for instance has serious repercussions

on the transport system which in turn contributed to the

poor performance of industry during the early months of this
year., :

57. The road network has also been neglected. The road
systen now badly needs extending and improving if it is to be
of any help in solving the growing transport requirements of
1ndust;y and if the passenger car production is to grow
gccordlng to the onnounced intentions of the leadership. It
1s only in comparison with the other Communist countries that
the condition of the East German roads appears rather

sgtisfaotory, but very few new highways have been constructed
since the war,
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8. Because of partition and encouraged by the Soviet
Union, the "GDR" started its own shipbuilding industry and
developed Rostock as its main port. By 1968 the "GDR" had .a
nerchant fleet consisting of 162 sea-going freighters with a
gross tonnage of 776,709 tons (Federal Republic 5,990,395),
Its sgéﬁyards are also producing ships for export, mainly to
the U .

(v) Donestic Trade

59. Retail trade did not escape the collectivisation
drive which was imposed on agriculture and industry. In 1950
slightly less than half (47.3%) of retail trade had been
"socialised" and the private sector -deckined rather rapidly -
during the decade. In 1954 only one-third of total retail
trade was still in private hands and this share was reduced
to a quarter in 1959, By 1968 the four-fifths (79.2%) of the
home trade sector was collectiviscd.

60. According to official Comrmunist sources, the growth
rate of trade between 1965 and 1968 was somewhat smaller than
that of Net Material Product. For many years sales of
foodstuffs had been increasing faster than those of industrial
consuner goods. In 1967 food and beverages accounted for
nearly 60% of total sales. In 1968 for the first time sales
of industrial goods increased more rapidly than food products
exceeding the planned rate of increase. This trend was
continued in 1969. It would seem that the economic reforn
introduced in 1968 providing for the establishment of
"co-operation unions", improved the co-ordination between trade
and industrial enterprises and resulted in a better balance
between supply and demand. The supply of some industrial
consunmer goods is now adequate while others do not correspond
to the wishes of the consumer.

61. In 1969 retail trade turnover rose 6.1%, which was
greater than the plen target (4.7%) or the rates recorded
since 1965. BSales of industrial goods rose by 7.3%, but
their share in total retail trade remains low (43-44% of total
as against 56-57% for food). Some-difficulties were
encountered in the supply of potatoes and vegetables; meat and
dairy products increased by about 3%, The Authorities have
not been able to meet the rapidly diversifying demand of
industrial consumer goods. The inadequate supply of goods of
synthetic and plastic materials, children's clothing and
footwear was duc gpparently to delays in installing new
capacitics. Waiting lists for passenger cars are still long.

62. The 1970 plan envisages an expansion in sales of
foodstuffs of 3.6% and of industrial goods of 5.1%. The long
and hard winter 1969/70,-following the rather poor harvest,
has cut the supply of potatoes, vegetables and meat to the
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urban population. Some sources maintain that never since the
abolition of food rationing in 1958 have shortages in food
supply been as pronounced as in the early months of 1970.

The Authorities have apparently been forced to decide on a
number of priorities as regards food supplies. Full and
regular supplies have to be sent (a) to East Berlin and
Leipzig where discontent could have political consequences
which would not escape notice in the West, (b) to factory
canteens and industrial supply depots, (03 to district
centres and the larger towns. This means that the smaller
tovns and rural centres will feel the full impact of shortage
of foodstuffs and lack of choice. ‘

(e¢) Utilisation of national income

(1) Consumption

3. One of the main .characteristics of traditional
Cormunist economic policy has been to postpone the satisfaction
of the needs of the consumer in favour of heavy investment in
rapid growth which would, later on, allow gradual improvenent
of the lot of the consumer. In addition, priority has been
given to collective services (education, health) over private
consumption except for the most vital and general needs (food,
clothing). Only fairly recently has attention been given to
the quantitative improvement of private consumer goods and
durables. However, in the early post-war years the Soviet
occupiers of Germany were faced with the urgent task of rising
consumption from a very low level. Contrary to normal
Communist practice, consumption under Soviet control rose
faster than investmente.

64, After 1958, when the East German leaders gained some
control over their econony, they returned to the traditiocnal
Comrmunist line of priority for investment. Consumption
stagnated, emigration rose sharply till nid-1961 and investment
did not rise as expected. However, after the introduction of
the "Wew Economic System" in 1963 the rate of expansion of
investment rose. According to official "GIR" statistics, up 11l
1955 about 90% of the Wet Material Product went to consumption.
By 1963 this share was reduced to 83% and in 1968 to 76%.

With special efforts made to improve public health, education
and more recently defence expenditure, the share of public
consumption rose from sbout 9.5% in total comsumption in 1955
to 10% in 1960 end 11.5% in 1968. In 1969 the share of
National Income devoted to consumption declined further to
about 75% and the plan for 1970 foresees the continuation of
this trend (74%) in favour of increased investment.

] 65. Official figures are useful in making conparisons
with other Comrmunist countries which use sinilar statistical
methodg but do not permit comparisons with Western countries.
AOCOrdlng to Western calculations private consumption in East
Germany in 1965-67 absorbed about 52% of total GNP as ageinst
61% in the Federal Republic. This share indicates a sizeable
decline in comparison with the late fifties.
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(ii) Investment

A 66. Since 1963, as indicated earlier, investments have
been rising nmore rapidly than the Net Material Product. In
the four years 1966-69 total fixed capital investment rose
according to official sources by 7%, 9%, 10% and 13%
respectively. A further inorcase of 11% is envisaged in the
1970 plan. In 1969 the rate of growth achieved (13%) exceeded
that planned (11%) and was the highest recorded in Eastern
Burope. Nevertheless as a share of National Income, investment
in the “GIR" is still the lowest of all Eastern European
countries (the USSR excluded). In the past it had been much
smaller than in the Federal Republic and only reached a
comparable level in 1968/69.

67. The 1966-~70 plan had envisaged an average annual
rise of 54% in the Net Material Product, based on an increase
of capital investment of 8.0-8.7% per year. The actual
results (officizl souroes) show, however, a slightly lower
growth of NMP (5.2%) with a more rapid increase of

investnent (9.7%) indicating that the productivity of
investment did not come up to expectation.

68. The distribution of investment among the main sectors
of the econony between 1960 end 1968 was as follows:

(official sources)

T

,14

DECLASSI FI EDY DECLASSI FI EE -

Sectors : 1960 | 1965 | 1968 }

Total 100 100 100
Agriculture 11.8 13.3 15.5
Industry A7.5 53.7 47.4
Construction 2.5 1.9 4.1
Transport 10.1 9.0 9.2
Trade 2.5 3.7 4.7
Other productive séctors 0.4 0.4 0.5
Social=-cultural 3.9 2.6 1.6
Other non-productive sectors 21.3 " 15.4 17.0

69. Since 1955 investment in the industrial sector has
been largely concentrated on the raw materials branches
(fuel and power, mining, building materials) and machine
building industries (vehicles, cspecially trucks, motorcycles
and mediun type machines). Within light industry, glass and
ceranics received specisl attention. There was less investment
in the other sectors of light industry (textiles, food industry,
light consumer goods). Between 1956 and 1961 the rate of
increase of investnent was the highest in mining, bui}dlpg
naterials, production of vehicles, energy, machine building,
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electro~technical equipment. From 1962 until 1966 the order

of priority was modified. Above average rates of growth of
investment were recorded in the sectors producing:’ electrgu.
technical equipment, mining, glass and ceramics, high precision
machinery and optical cquipment, vehlcles, mgtal products,
nmetallurgy, energy, building materials, chemical industry.
Taking into account the industrial structure which the "GDR"
inherited from its pre-war past, the distribution of investment
is indicative of the diversification introduced, largely under
the influence of the needs of its COMECON partners in genercl
and the Soviet Union in particular.

70. In 1968 the distribution of industrial investment
among the various scctors was as follows:

Percentage of total

Energy and fuels 21
Chenical industry 21
Machine and wvehicle building 18
Food industry

Metallurgy »

Light industry
Flectro-technical industry
Water supply

Building materials
Textiles

NG, o) Yk, PO, PG,

71. The 1969 investment programme was on the whole
fulfilled. Domestic machinery supplies were complemented by
increased imports, from both East and West Burope, nainly
of automation and labour-saving egquipment, but construction
lagged pomewhat behind planned targets. Production started
in the case of & number of priority projects concerned with
petrochemicals, scientific instruments, electronic data
processing equipment and the building industry, but delays
in the completion of wvarious plants %i.e. for the chemical
industry) continued to plague the planners.

72. In the 1970 plan attention is primarily devoted %o
the development of various industrial sectors with special
emphasis on the electronics, electro-technical and chemical
industries. BEngineering, electricalf precision and optical
instrument industries are among the "selected priority sectors"
chosen by the planners. In general the automation of existing
plants is to be pursued and a considerable expansion of
building materials production is contemplated. It can be
expected that the overall investment goals of the five-year
plan 1966-~70 will be reached but some sectors, as for instance
the chemical and the building materials industries may fail to
reach their targets. It remains to be secen how the need to
import increascd quantities of modern equipment from Western
industriel countries will be reconciled with the continued

glagned high share of COMECON countries in the "GDR's" foreign
rade.
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73. The fact that the Federal Republic can devote a
larger part of its national income to both private
consumption and investment than the "GDR" is to be explained
by the large share absorbed in the "GDR" by administration,
defence and public services (average 1965-67, "GDR": 18.5%,
Federal Republic: 15%). and by the relatively high part of
the production which accunulates in stocks and reserves

("GDR": 3.5%, Federal Republic: 1%). Up to 1968, according

to official figures, the stocks and reserves had been
increasing at rates varying between 4% (in 1964) and 5.3%
(in 1966). Stockpiling, which was partially due to the
fixing of wrong prices, seems to have created trouble. The
rate of increase in 1968 was, however, apparently lower
(officially +1.2%) then in earlier-years, possibly as a
consequence of the closer links between the producing units
and the sale sector.

(d) . HMoney and finance

T4. The rb6le of money in a Communist type of economy
is obviously not the some as in the Western market economies,
In a central command econony the objectives and the results
achieved are generally expressed in physical terms. Money's
function as a medium of exchange is limited, as access to many
important goods is administratively controlled: it lacks the
degree of autonony it normally possesses in Western countries.
Money also serves as the unit of account in that the value of
individual goods is expressed in money as is the value of
aggregates conprising different products, such as the output
of enterprises or scectors of the economy and the national
product. But the prices of goods and services are fixed by
the planners prinmarily as a means of achieving their aims.
Such prices do not adequately reflect the cost of supply, still
less the prescnt significance of the good to user. The
weakness of the Communist monetary system is very apparent in
foreign trade. As there is no reason why a price fixed by the
planners in one country should be acceptable to those elsewhere,
the value of goods traded between Communist countries has to
be based on prices prevailing on outside markets. The limited
role played by money in the Communist -countries has not meant
that they have been spared the problems assocciated with
money, in particular inflationery pressure. The attempts to
dncrease the flexibility in the econonmic system through
reforms leading to a certain amount of autonomy of the
individual enterprise, to the introduction of "economic
incentives" and to the reduction of the importance of physical
target -and control tend to enhance the r&le of credit policies
and the use of monetary technigues for ensuring the
distribution of the national income according to the plan.
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(i) Woges and prices

75. Up to the middle of the 1950s the supply of foodstuffs
rose more rapidly than personal incomes, but when during the
second half of the decade, in an effort to keep up with progress
made in the Federal Republic, personal income rose by about 40%
without corresponding increase in consuner -goods, strong-
inflationary pressures arose. These pressures increased in 1960
when the collectivisation of agriculture and bad weather -
culminated in acute food shortages. This inflationary tendency
was reflected in the sharp increase of savings deposits. The
introduction of the "Wew Economic System" in 1963 improved both
the quality and variety of consumer goods and the inflationary
pressure receded. The building of the wall increased the
isolation of the "GDR" and reduced the ability of the East
German wage earncr to make comparisons. In the "GDR", as in
most Communist countries, there are indications of suppressed
inflation, but it is less scrious than elsewhere.

76. Between 1960 and 1964, in contrast to other COMECON
countries, the "GDR" kept monetary expansion in check and
total money incomes of the population rose moderately while on
balance prices remained also stable. In recent years average
nominal wages and incomes have increased slightly more rapidly
than envisaged in the five-year plan.

Rates of Growth
(% over preceding year)

Officizl sources

Average Retail trade
nominal - price index Savings Ogtpg#n
wages and inclusive Deposits in?iﬁdﬁ:try
incomes services
1965 3.8 0.4 14.3 5.3
1966 2.1 0.4 12.0 6.0
1968 4.7 0.3 11.6 5.8
1969 N3 Nl 11.0 6.7

|

Tl. For 1969 no data on changes in average wages have so
far been published but a rise comparable to that of 1968 can be
expected while the cost of living increased very little.
Farmers' incomes, given the setback in agriculture, are not
expected to have risen. In 1968 according to the official
statistics wages in the various sectors varied as follows:

Industry: 100

Agriculturc: 95.6
Construction: 108,2
Transport: 103.8
Trade: 83.5
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78. In 1969 total money incomes of the population
increased by about 4 billion marks. This was partly due to
increase premia payments to workers and employees, a 6.8%
rise in old age and other pensions and a 5.8% in children's
allowances. In 1970, per capita real incones should increase
by 4% and the sharc of social transfer payments should
increase still further.

(i1) ZThe banking system

79. Since 1963 various measures t0 reorganize and
ad just the financial institutions to the changing conditions
have been considered. Up till January 1968 the "banks" in
the "GIR" had little in common. with those of Western.couniries.-
As State organs their task was simply to verify the
implementation of the plan targets expressed in physical
units of inputs and outputs without being required to
assess the efficiency of the enterprises! use of investments
which were entirely provided by the State in the form of
interest~free budget subsidies. ©Such a system obviously led
to misuses and waste of investments,

Q. In January 1968 the banking system was basically
modified. The aim of this reform was to use the banks as
instruments to compel the enterprises to become more - :
conacious of the need to use the resources at their disposal
more efficiently. To this end institutional changes were
introduced. The central banking and the commercial banking
functions which had been combined hitherto within the
Deutsche Notenbank were separated and entrusted to two new
banks: the "Staatsbank der DDRY and the "Industrie - und
Handelsbank der DIR". . ( _ o

€l. The former, which is under the direct control_bf.thé
Counecil of Ministers, fulfils the r8le of a central baunk viz:.

(a) dissues the national curréncy and regulates its
circulation; . '

(v) keeps the accounts of the -State, receiving the
paynents for the Governuent and distributing
via the network of specialised banks funds put
by the Govermment at the disposal of enterprises
and cconomic organs;

(¢) Xkeeps the accounts of the credit organs which
the central bank refinances;

(d) holds the foreign currency reserves and

effects settlement payments through its agent,
the "Deutsche Auszenhandelsbank".,
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82, The "Industrie = und Handelsbank" also depends on the
Council of Ministers. It finances investment in industry,
construction, trade and transport and grants the short-tern
credits for current purposes. This bank also controls the
investment plans and supervises the payment of profit

Iy

contributions_to the State.

83.. Within the new system the banks are to be used as
instruments for ensuring that the allocation of resources
decided by the Government is implemented with the highest
possiblc degrce of efficiency. The increased use of econonmic
mechanisms has somewhat enhanced the autonomy of the banks on
the executive side but their powers of decision are still
sharply limited. Credits are to be accorded strictly in
conformity with the plan. The new system is based on the
assumption that the interests of the individual producer

wages and premia) the enterprise (profit) and the State

rate of growth of the econony) “correspond, but in case of
conflict accepts the views of the Central Authorities as to -
what the common interest is, so that, when judging efficiency
of resources utilization, the banks must not be guided purely
by their economic consideration but also the decisions by

the Government. The banks may charge different rates of
interest, delay or speed up allocating credits, but they have
thenselves to obey to the imperatives of the plan. The
significance of the reforms lies in the change of methods used
by the banks and other financial institutions. All
expenditures should in the future be covered by income in

the form of interest, fees, etc. Baonks are expectec to show
a profit envisaged in the plan.

84. The financing of investment has been altered gradually
to provide for more financial responsibility for the enterprise.
The réle of interest-~free State subsidies has been seriously
reduced. To encourage o more efficient use of capital a new
tax, the-Production Fund Levy was introduced in January 1967.
This tax varics between 1.4% znd 6% of the total value of
enterprise capital, both fixed and circulating, in order to
penalise those cnterprises which keep excessive stocks. The
industrial price reforms in the same year increased the
estimated value of the capital on which this tax is levied.
Bank credits at interest rates varying between 1.8% and 5.4%
(depending on the type of loan and the priority attached to it
by the State) have been increasingly used to finance investment.
Finally the self-financing of cnterprises out of their own
accumulated funds and profits has been strongly encouraged.

85. The pattern of investment finance has altered:

(% of total finsncing)

| 1961 1965 i 1968

State subsidies {[ 71.6 45.0 24,2
3 Self~financing L 19.0 344 - 50.0
; Bank credits L 9.4 20.6 25.8
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State subsidies will continue to be used to finance infra~
structure investments not directly "profitable" and such
sectors whose profitability in economic terms may appear
doubtful but which are nevertheless considered of vital
importance to the planners. In other sectors working at a
profit, bank credits are gradually replacing subsidies as
for 1nstance in industry and construction but this process
is much slower in agriculture. Within industry in those
branches where expansion is rapid and in those considered to
be particularly important, self-financing has been making
rapid headway with the encouragement of the Central Authorities.

86.. It remains to be seen to what extent these reforms
will permit economic efficiency. to become a mgjor success
indicator within a centrally directed econony. The banks are
supposed to .set up a complicated control system of assessing
the utiligation of capital with which they are not familiar and
they lack experience in the field of optimisation of inputs.
They will need a staff of financial and technical experts
if they are to evaluate the risks involved in extending credits,
and they may face considerable difficulties for doing so within
the strict limits set by the overall imperative plan.

(1ii) Fiscal policy =nd the State budget

87. Whereas in Western countries State finances depend
largely on contributions by individuals and enterprises, in
the Communist States the national wealth is controlled by the |
State and the bulk of Government expenditure comes from the

State~owmed enterprises in the form of profit levy, interest on
capital and turnover tax on consumer goods. Only a small
proportion of State revenue comes from direct taxes on
individual 1ncome.

88.. In the "GDR" ‘the main sources of revenue are:

() a 6% tax on the fixed and working capital of
enterprises;

(b) a levy on net profi$dwhich"amount5»to about .50%;
(e¢) turnover tax on consumer goods which varies
according to product and can be said to serve
the purpose of limiting denand by reducing
purchasing powers;
(d) taxes on wages and income.
89.. The budgetary system used in the "GDR" is roughly
similar to that of the Soviet Union. Total budget spending
is divided in four main categories:

(i) finencing the national econony;
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(i1) wvarious social cultural measures (education,
culture, health, soclal services, soclal

insurance);
(iii) defence spendings;
(iv) administration, housing, local government.

Tnformation available on the "GIR" budget is limited to such
eneral headings as indicated. Among these, social and
cultural projects are the only detailed ones. However, it is
impossible to show = even for such expenditures, the true
structure because of continuously changing definitions and
double counting. Moreover, the local budgets (districts,
cities and local authorities) are included and form part of
the Government budget. < ;

90. During the. 1960-63 period about two-thirds of the
national income was chammelled through the budget (as against
35% 4in the Federal Republic). Following the economic reform
measures, the share of national income redistributed by the
State gradually declined to about 50% today. The main source
of State receipts is supplied by the enterprises. In 1960-63
about three-guarters of the State revenue came from the
turnover tax paid by enterprises. As a result of the reforms
this percentage decreased to about 65%. The production fund
levy has gained growing importance as a source of State incone
in the most recent years.

. 91l.  The budget estimates for 1970 provide revenues and
expenditure of about 79,000 million marks, a 7% increase over
the 1969 budget, including 11,000 million marks representing
the investment funds of enterprises which are only formally
part of Government revenues and expenditure. No major changes
have been introduced in the distribution of the expenditure.

If the investment funds are subtracted from the budget, subsidiles
to the national economy absorb about 13% of the total, social
cultural measures 39%, administrztion, both local and central,
housing and miscellaneous others 38% and defence 10%. Various
subgidies to the economic sectors amount to about 11 billion
narks, an anount roughly similar to that provided by the
enterprises' own invesiment funds. Awmong the social cultural
measures nearly three—quarters are absorbed by the social
insursnce system and the social and public health services, the
remalning quarter going meinly to education which accounts for
about 8.5% of the %total budget.

(iv) Military expenditure

. 92. - The main source of information on military spending
is provided by the snnual budget where the defence expenditure
appears under one of the main headings. It appears that up to
1962 the openly published figures did not allow any evaluation
of actual spending on the military side. Announced defence
spending from 1956 to 1961 amounted to just less than
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1,000 million marks each year. In 1962 the budget figure nearly
tripled to reach 2,700 million marks and it is believed that
since then it has become more indicative of actual spending for
personnel, imports of military equipment, construction and
exercises and manoeuvres.

Official Defence Budget

% increase
in billion over

marks preceding
year
1963 2.0 + 3.7
1964 2.9 + 3.6
1965 3.1 + 6.9
1966 3.3 + 6.4
1967 3.6 + 9.1
1968 5.8 +61.1
1869 6.3 + 8.6
1970 6.7 + 6.3

As can be seen from this table, the defence budget increased on
average by about 6% per year between 1963 and 1967. In 1968 the
defence budget rose by 61%. A large part of this increase seems,
however, to be due to the inclusion in the defence vote of
security expenditure previously included under other categories
of the budget. Simultaneously an effort to mcdernise army
equipment took place, which contributed undoubtedly to the
increase but tc an extent that cannot be identified given the
switch to different definitions to those included in this

budget item. -

93. As in the case of other Communist countries, the “GDRY
budget figures do not cover all the military expenditures
generally included in Western defence budgets. For instance, of
all Warsaw Pact countries the “GDR” has the largest number of
Soviet troops permanently stationed on its territory. According
to a recently published Zast German report the USSR has- paid all
costs connected with the stationing of Soviet troops in the “GDRY
since 1959 but it is not excluded that some form of compensation
for such costs might have been applied by the "GDR", either in
the form of goods exported or in the form of exports under
special conditions. Furthermore, the "GDR” is dependent on the
USSR for its heavy military equipment (‘tanks, armoured vehicles,
missiles, aircraft). Domestic production of weapons is small
except for minesweepers, motor vehicles, communication equipment
and small arms. It is not known to what extent sales of military
related items such as optical and precision equipment to the
Soviet Union offset "GDR% purchases of military hardware, or what
part of such purchases is ccvered by the budget.
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94. The "GDR" was for a long time the only Warsaw Pact
member with no compulsory military service. This situation
ended with the adoption of a conscription law in January 1962
making all males between the ages of 18 and 26 years liable for
o basic term of 18 months military service. Army ground forces
are relatively small in number (total forces: 126,000 men),
primarily because of the shortage of manpower, but are pattermed
on the Soviet army with high mobility firepower and flexibility
for tactical nuclear warfare. It is difficult to evaluate the
real cost of the actual defence effort in terms comparable to
Western outlays. In 1970 the budget for defence will probably
amount to about 6% of the Net Material Product. Estimated
defence spending not included in the budget. may add another 1%
to 1.5% of NMP which would lead to the assumption that total
military spending may be estimated somewhere between 7% and
7.5% of the Net Material Product, which would correspond
roughly to between 5.5% and 6.5% of GNP.

(e) Standard of living

95. Comparisons of standard of living are hazardous to
express in figures as the qualitative factors play a
determining rdle in any appreciation of the sort. Nevertheless,
all specialists agree that the population of the "GDR" enjoys
the highest standard of living of all Communist countries.
Evaluations of gross national product per capita may be
indicative of the stage reached in the production of goods and
services, but they do not permit to evaluate the degree of
utilization of the wealth produced. In terms of GNP per head,
Czechoslovakia might have a lead over the “GDRY, but as
investment and stockpiling in the former absorbs a larger share
of GNP, consumption per head is larger in the "GDR". In fact,
in terms of per capita consumption the East German population
occupies an intermediate position between the Federal Republic
and the other East European countries amounting to about
two-thirds of West German per capita consumption and between
40%: and 45% above the level reached in the Soviet Union.

(1) Consumption of foodstuff:

96. Consumption of foodstuffs per head is roughly
comparable in both parts of Germany but the East German dietb,
though equivalent in calories absorbed, is much less varied.
The average “GDR" consumer takes more starchy foods (potatoes,
bread) fats, and also vegetables, but less quality meats, fresh
f;%}t, milk, tea, coffee, than the average Federal Republic
citizen. .
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Annual per capita Consumption of Selected Foodstuffs (1967)

i | Unit | Fed. Rep. "GDR"
Flour (bread) Kg 68.9 94.0
Potatoes Kg 110.0 156.6
Meat Kg 70.4 61.5
Fresh- fruit Kg 90.0 32.7
Vegetables Kg 62.9 76.0

1M1k Xg 104.0 101.2
Beer litre 127.2 84.5

| Wine litre 15.1 4.7

1 Cigarettas number | "1,652.0 {7 71,150.0

(ii) Consumer durables and services -

97. Consumer manufactures in the "GDR" are particularly
lacking in quality as compared to Western standards. Shoes
and clothing produced in the "GDR" could find no market in
Western Europe, and their poor quality has led to the recurrent
build~-up of unsaleable stocks despite drastic reductions in
prices of unsold merchandise. This is not to-deny that
considerable progress has been achieved over the last decade,
but the expectations of the consumer have apparently grown
more rapidly. The most serious deficiencies in the "GDR" are in
the supply of the more expensive items such as automobiles,
refrigerators, television sets and in private services. The
lack of automobiles (about 48 per 1,000 inhabitants in 1967 as
compared to 230 in Prance, 184 in the Federal Republic and 5
in the USSR) has been partly compensated by the use of :
motorcycles and low cost public transport. The use of
telephones has expanded but remains well below that in the
Pederal Republic and is mainly confined to officials, doctors
and others requiring telephones for their work. Consumer
services (barbers, tailors, laundries) have not kept pace
with rising demand and employment in private services (building
and mechanical trades) has declined to low levels. :

(iii) Housing

98. The poor quality of housing constitutes one of the .
most glaring deficiencies in the "GDR". Tess severe war damage
than in the Federal Republic and the decreasing population gntll
1961 tended to ease the housing situation but new constructizon
lagged behind requirements. As a result, although East Germans
may have more housing units per capita and pay much less
rent than in the West, the useful living space (18.3 sq.m in
1967 as against 21.5 sq.m in the Federal Republic) is smaller,
the houses are much older and poorly equipped. 64% of the
"GDR" houses in 1967 had no inside toilet, bath nor central
heating. As a consequence, since 1960 the repair works absorbed
on average about 30% of the outlays for building.
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(iv) Health, oulture and education

99. In contrast to private services the "GDR" has
emphasized medical end educational servites. The number of
students at all educational levels has risen steadily and
university education has been kept open to as large a group as
possible. Scholarships and study grants have been extended
on a large scale. However, the scope of East German education
seems more narrowly confined to the technical and scientifiq -
needs of the econony and burdened with political indoctrination.
Considerable resources are devoted to medical services. Many
new hospitals and rest houses have been built but doctors are
still relatively scarce {in 1966 12 doctors and 4 dentists’
per 10,000 people) and the elderly groups in an ageing
population are the most affected by tuis shortage.

(v) Rurchasing power of incomes

100. The general trend in the’ "GDR" has been towards
nore equality of living standards. The average nominal household
income appears to be about the same as in the Federal Republic,
but in the "GDR" extreme incomes (high or low) are less frequent
than in the Federal Republic. Similarly, the price structure
seeks to favour the low income groups. Low prices are
maintained for such goods as bread, public transport, housing,
health, education, while on the other hand, automobiles,
television sets, coffee, tropical fruits, are treated as
luxury goods and kept expensive. It has been calculated that

~in 1966 1 kilo of rye bread required the equivalent of 10 minutes

of the industry worker in the "GDR" as against 15 minutes in
the Federal Republiec, 1 .kilo of potatoes equalled 17 minutes.
work in the "GDR" and 27 minutes in the Federal Republic, but
at the other extreme 1 kilo of coffee required 23 hours in

the "GDR" as ageinst 3 hours 46 minutes in the Federal Republic.
Similarly the cost of a private car represents in the "GDR"
about 5 times nore hours of work than in the Federal Republic.
These trends towards equalization do not apply to the party
leadership. The State rationing of all housing for. instance

. favours the distribution of the better—-equipped dwellings to-

those Who support the régime and the same is true for telephones,
automobiles, services, etc.

11I. ECONOMIC RELATIONS OF THE “GDR" WITH THE FPEDERAL REPUBLIC
AND THE OUTSIDE WORLD

(a) Foreign economic relations

- (1) General developments

. 101, The first five-year plan was characterized by the
wish of the Authorities to reach industrial self-sufficiency
after the partition of Germany through the development of
basic industry, machine~building industry, shipbuilding and
other maln sectors whose products, essential for the functioning
of the existing industrial structure, came before the
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war from the Western part of the country. This poliey

was replaced in the carly 1960s by the general aim to turn

the "GDR" into a major supplier of technically advanced
industrial products to the COMECON partners. This led to a
rapid development of the electro-technical, optical, precision
mechanical industries and not least the machine~building and -
chemical industries. As g result, the foreign trade of the
"GDR" took -a distinct one~sided orientation towards the East.
The COMECON partners in turn, apart from strategic and
political considerations, have developed a strong vested
interest in the maintenance of the "GDR" as a main supplier of
sophisticated capital goods not payable in convertible -
currencies,

102. According to "GDR" sources, foreign trade rose at an

average annual rate of 6.3% between 1960 and 1968 to reach

30.1 milliard valuta marks (about g7 billion). This increase
of 63% in trade since 1960 can be compared with an increase
of 38% in the Net Material Product over the same period. In
1968, imports amounted to 11% of the NMP and exports to 12.3%.
The calculations are, however, based on valuta marks of which
the exchange rate is 4.20 to the US . Bearing in mind the
differences between the purchasing power of the East German
nark and the valuta mark, it might be estimated that total
foreign trade (i.e. imports plus exports) represented over 30%
of the GNP in 1968 as against 28% in the Federal Republic.
These results reflect the economic policy of the leadership -
which intends to rely increasingly on foreign trade as a -
factor of economic growth. y :

(ii) Geographical distribution of foreign trade

103. The share of Cormmunist countries in “GDR" foreign
trade has fluctuated between 79% in 1962, 72% in 1966 and
76% in 1968. During the same period the share of non-
Communist developed countries (including the Federal Republic)
varied between 17% in 1962, 22% in 1966 and 20% in 1968. Trade
with the developing countries of the non-Communist world
renained at about 4%.

~ Communist countries

104, The Soviet Union remains by far the most important
trade partner of the "GDR". In 1968 its share in the total
amounted to 43% as against nearly 50% in 1962. In value this
trade rose from 8 milliard valuta marks in 1960 to nearly
13 nilliard in 1968 (exports 6,582 million valuta marks;
imports 6,269 million valuta marks), representing 15.5%
of total Soviet trade and making the "GDR" the most important
trading partner of the USSR,
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105. The other COMECON countries absorb about a quarter

of total foreign trade of the "GDR"T. The order of importance
of these countries in 1968 was as follows; : - , _

(nillion valuté narks)

[ uGDR" Exports | "GDR" Imports |
Czechoslovakia ‘ 1,689 1,381
Poland : : 1,2%% _ o ggg
Bungary : . :
Bulgaria 637 514
Rumanisa .. 376 ‘& 324

106, The share of the Asign Cormunist countries was about
2%, less than half of which (O.9% of total) with Communist
China (exports 157 nmillion valuta marks; imports 116 million
valuta marks), reflecting a sharp fall compared with 1960 when
China absorbed mearly 4.5% of total "GIR" foreign trade. Trade
with Borth Vietnam snd North Korea consisted mainly of "GDR"
exports (about 1% of total exports in each case) but "GDR"
imports from these countries were negligible. ,

107 Trade with Cuba after 1960 expanded rapidly and in
1968 turnover with that country (exports 151 million valuta
marks; imports 148 million valuta marks) exceeded exports
plus inmports to and from Communist China. In 1968 this
trade totalled about 1% of foreign trade of the "GDR" and was
about the same as that with most industrialised Western
countries(1). c

- ... i =~ Non=Commnist countries

108 The NATO countries had a share of about 6.3% in
total foreign trade of the "GIR" between 1960 and 1968(1).,
The most inportant Western trade partners of the "GDR" are
obviously the industrial countries:

Officigl "GDR" Statistics ~ 1968

(nillion valuta mark§l

"GDR" Exports | "GDR" Imports ‘;
Sweden - 144 = 168
Switzerland 111 191
Netherlands 166 127
United Kingdon 128 160
Italy 130 134
France 144 114

(1) Intra-German trade is not included in this percentage and
trented separately under another heading in this paper.
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109, Among the Communist countries, the "GDR" is the one
where trade with the developing countries of the non--Conmunist
world plays the smallest r8le. The United Arab Republic
has roughly the same share as Communist China (0.9% of total) and
India and Brazil absorbs most of the remaining (0.7% and 0.6%
respectively). »

(i1i) Commodity composition of foreign trade

110, Official information on the commodity pattern of

- "GDR" foreign trade is difficult to reconcile with the usual

Western definitions. Nevertheless, it is clear that the
commodity composition is dominated by two imperatives: the
heavy dependence on raw naterial-imports und “the need to
export industrial products.

111. In 1968, 60% of total imports consisted of raw
materials, semi-finished products and fuels, in addition
foodstuffs accounted for 17% of imports, machinery and
equipment for about 20%, consuner goods for 3%. Imports of
foodstuffs have tended to decrease up till 1968 as a result
of the development of agriculture, but the bad harvest in
1969 is bound to reverse this trend as food imports will
probably absorb in 1970 a gquarter of total imports if not more.
Since 1960 the composition of imports has undergone- some
ngjor changes. Imports of products of the metsl processing
industriss have steadily increased their share while those of
raw materials and agricultural products as well as of the
light and food industries tended to decline. This trend is
indicative of the desire to increase the imports of highly
productive investment goods.

112. On the export side, the type of goods sold has
broadly been kept unchanged since 1960. Machinery and
equipment represents nearly half of total exports and
consumer goods about one~fifth. Raw materials, fuels and
semi~finished materials, accounted for most of the rest and
foodstuffs for a minor fraction (about 3%). The dominant
rSle played by the products of the metal processing industry
has been maintained (56% of total exports in 1968).

(iv) ZEconomic co-operation within COMECON

113.. The "GDR" occupies a privileged position within the
COMECON community. With 0.4% of the total area and only 5.1%
of its population, its share in total COMECON exports amounted
in 1967 to 18%. This position has, however, been gradually
eroded (in 1958 this percentage was 22%) as a result of
expanding exports, mainly by Bulgaria and to a lesser extent
by Hungary, while the USSR (37%) and Rumsnia (5%) maintained a
constant share in total exports of COMECON. The "GDR" has
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only been able to keep its position at the expense of the
development of its exports to the Western industrialized
countries. Its share in COMECON exports to the industrialized
West declined from 23% in 1958 to 14% in 1967. Heavy delivery
commitments to the Soviet Union and its efforts to keep its
leading r8le in COMECON reduce its capabilities of expanding
its exports to developing countries. The "GDR" industry is

. undoubtedly the most advenced technologically within the
© COMECON zrea, yet it fails in competition with the West in

open markets. This helps to explain why the "GDR" appears to
favour a relative degree of COMECON autarky all the more since
within this arca its most direct competitors, Czechoslovakia,
suffered some disruption of its industry in 1968. In addition,
this attitude is politically motivated by the wish to appear
as a loyel ally of Moscow. « o

11l4. While the "GIR" had originally been a strong supporter
of closer COMECON integration, it has gradually come to the view
that it would have little to gain from closer regional o
integration at this stage and has even occasionally given some
support to Rumania in its anti-integration stand (COMECON
council meetings in early 1969). At the same time the "GDR" has
concentrated its efforts on strengthening its bilateral ties
with the Soviet Union so as to appear increasingly as the main
economic partner of the USSR in COMECON. Hence its readiness
to insist on long~term planning co-ordination, specialization
and co~operation with the aim of maintaining its predominant
position in a2 more closed economic community. On the other
hand, the "GDR" has been opposed to the free exchange of
information and documentation in the scientific and technical
fields among COMECON member countries but would welcome any
expansion of co-operation in rescarch on a business footing.

The "GIR" has been constantly cxpressing the view that
"scientific-technological findings represent merchandise whose
exchange required stimulation by economic means"(1).

115. The "GDR™ has participated in a few cases of joint
investment projects set up with the assistance of other COMECON
countries such as a cellulose plant in Rumania initiated in
1956, a phosphate mine project in the Estonian Soviet Republic
begun in 1963. It also invested in Polish lignite mining.

In 1967 the "GDR" agreed to deliver capital goods on credit to
the Soviet Union in return for .oil and further investments in
the Soviet Union were agreed in 1969 but the commodities and
amounts involved were not revealed. Co-operation with the USSR
will mainly develop in the chemical sector, electronics,
mechanical engineering, shipbuilding and the development of
natural gas resources. Various specialized working progrommes
have been set up and contacts at ministerial level have been
established. a '

(1) Humml in "Socialistische Aussenwirtschaft", October 1968.
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116. Finally, as mentioned earlier, COMECON co-operation
has so far not been of much help to the "GDR" in overcoming
its labour problem. Inside COMECON the concept of labour
mobility has been rejected in principle although some of the
member countries may have surpluses (Poland, Bulgaria).

(v) Economic aid to developing countries

127 The special involvement of the "GDR" in COMECON as
indicated above may be part of the explanation why the
industrially most advanced country in the Communist world
devotes the smallest fraction of its trade to exchanges with
the developing countries outside the Communist area.
Similarly, in the field of econeumie .aid.relative to its
economic potential the "GDR" lags behind most of the other
COMECON countries such as Czechoslovakia, Hungary and Poland.
Since 1954 until the end of 1969 the "GDR" may have committed
about 2535 million of which less than £200 million has so far
been drawn by the recipient countries. In recent years, after
deduction of reimbursements, the net actual flow of new "GDR"
economic aid has been estimated at F15~20 million annually.
Even if aid to Communist countries such as Cuba, North Vietnam
(about #25 million snnually in recent years) were to be -
included, the amounts would not exceced 0.15% of the "GDR's"
GNP (Western estimates). This aid can hardly be compared to
the steady flow of economic aid granted by most of the Western
countries. For instance, as ogainst the $200 million aid
actually delivered. so far by the "GDR" t6 developing countries,
the Federal Republic of Germany has granted aid from both
public and private sources amounting to some $8,900 million
until the end of 1968.

118. Of the total volume of economic aid earmarked by the
"GDR" for developing countries, 57% would go to the Middle East,
17% to the Far East, 14% to Latin America and 12% to Africa.
Among the 13 countries which have so far accepted "GDR™ ,
economic aid since 1954, the main recipients are: the United
Arab Republic, Indonesia, Ceylon, Syria, Ghana, Burma and
Yemen, in that order. These aid commitments have been .
undertaken mainly for political reasons, :iwe.-do. improve.the
status of the "GDR" and to seek official recognition.

(vi) Economic relations with Western Burope

X13. The interest of the "GDR" in trade with the West is.
mainly motivated, as in other Communist countries, by its
awareness of the urgent need for improving its technology.
Relatively 1little technologically advanced equipment can be
obtained from the other Communist countries as the "GDR" is
already the most advanced among this group. In order to keep
its leading industrial r8le within COMECON and in view of the
fact that the other Cormunist countries are also making efforts
to obtain highly developed capital goods in the West, the
"GDR" is bound to attach speciol importance to its economnile
relations with the West. Capital equipment represents over
one-~third of the "GDR's" imporits from the West.
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120. In order to promote this trade, the "Foreign Trade
Chamber® played in the past an important rble as this
organization, which was entitled to conclude trade agreements
with its foreign counterparts, had set up “trade missions®
permanently assigned to Western countries. 1In early 1970 it
was announced that in the future a newly established *0ffice
for External Commerical Relations® would take over the most
important tasks from the earlier “Chamber® apparently in an
attempt to enhance the official character of the foreign trade
relations with Western countries. This new “Office"™ will be
directly responsible to the Ministry for Foreign Trade and will
be entitled to conclude the trade agreements while the Chamber
will be concerned with the general promotion of foreign trade
and will provide the required public relations support. The new
institutional set-up is not to build up an extensive organization
nor is it supposed to constitute a bureaucratic intermediate
organ. It is, on the contrary, intended to facilitate and
accelerate trade relations with the West. Whether this “0fficev™
will establish its own liaison agencies abroad is still an open
guestion. ' .

121. While in 1967 and 1968 "GDR" trade with the developed
market economies had stagnated, it increased markedly in 1969
(+30%) mainly as a result of the considerable progress of intra-
German trade, as described in a separate section of this paper.
In contrast, trade turnover with socialist countries grew less
rapidly in 1969 (+7.7%) than in 1968 (+9.4%), stressing the
renewed interest of the "GDR" in expanding its trade relations
with the West at the moment when emphasis has been put on rapid
automation and improved labour productivity.

122. Given the level of technology reached by its industry
the “GDRY is probably the best equipped Communist country to
produce goods that may be of interest to the West. The salability
of “GDR” manufactures ig, however, still limited because of
problems of gquality, technological obsolescence and inadequate
sales organization. The "GDR" benefitted greatly from the =
economic expansion in Western Europe and the continued i
liberalization of imports into that area. Indeed during 1968
and 1969 "GDR" exports to, exceeded imports from most NATO
countries: France, the Netherlands, Belgium, Italy, the United
Kingdom, Norway, Canada. Nevertheless, this surplus was offset
owing to the "GDR” imports from the United States and more
especially from the Federal Republic. During 1969 NATO countries
as a whole extended 105 million officially backed export credits.
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123. Prospects for the future are less satisfactory. 1In the
short run, imports of foodstuffs may reduce the share of the:
other commodities, including those coming from the West.
According to what is known of the next five-year plan 1970-76,
trade in general is to double in this period but trade relations
with the Communist countries are to increase even faster so that
the share of Western countries is likely to be reduced. The
priority of political gims over economic considerations has thus
been reasserted and exchanges with the Western countries are: to
be kept at a minimum in order to avoid any dependence on the
West. Nevertheless, the "GDR" interest for Western technlques
and sophisticated equipment will undoubtedly continue.

nnnnnnnnnnnnn

(vii) International organlzatlons

124. The "GDR" has long been trying, though without much
success, to gain access to various United Nations organizations.
The applicat:on for full membership to the Economic Commission
last discussed without result at the ECE meeting in April 1970.
The "GDR" also submitted a memorandum at the UNCTAD meeting in
New Delhi (1968) indicating its wish to become a full member,
but this proposal did not meet with the approval of the
developing countries. Unlike other COMECON countries, hut like
the Soviet Union, the "GDR" has, however, not applied up to now
for full membership or even observer status in GATT. Possibly -
the “"GDR" may feel that there is a certain rivalry between
UNCTAD and GATT and that a large number of developing countries
are rather critical of the latter institution. An application
for membership to GATT might jeopardize the "GDR™ efforts to
enter UNCTAD, which seems to be of more interest to the “GDRY™
Authorities.

125. The attitude adopted by the “GDR" as regards the -
European Economic Community has been less negative more recently
than in the past. This earlier negative attitude could hardly
be maintained as other COMECON countries and even the USSR
gradually modified their stand vis-&-vis the Common Market.

(v) IntranGerman trade

.......

(i) Special status

126. In view of its special character, trade between the two
parts of Germany has a particular status. For the Federal
Republic inter-zonal trade is important politically because it
constitutes one of the few remaining links with the other part
of Germany. Whereas the "GDRY considers this trade as foreign
trade, the Federal Republic insists on treating it as a purely
internal matter. In a protocol to the Rome Treaty, the trade
between the Federal Republic and the PGDR" is officially
recognized as German internal trade; the “GDR'sY “exports™ to the
Federal Republic thus enter the Federal Republic free of customs
duties. A special clause in the trade agreements concluded
between the two parts of Germany provides explicitly that the
Federal Republic cannot re-export goods bought in the ¥“GDRY.
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127. Certain administrative obstacles remain in the intra-
German commercial relations. Three types of quotas are still
in force. There is a quantitative 1limit on certain categories
of goods (mainly agricultural products and mineral oils); the
import of others is subject to individual authorization; other
goods, amounting to 50% of the Federal Republic purchases, are
covered by a general authorization. MNoreover, in keeping with
the bilateral character of intra-German trade, a system of annual
clearing between deliveries and purchases is envisaged. In the
1960 agreement a provision was included for annual cash supplements
of trade imbalances but this clause proved to be of little use.
In the current agreement signed in December 1968 the cash
supplement provision was suspended indefinltely. The main
obstacle to a serious expansion of intra-German trade is tlhe
lack of flexibility on the part of the "GDR" in offering goods
of interest to the Federal Republic.
" (ii) Relative economic importance of intra-German
vrade ~ :

-128. From an economic point of view this trade is much less
important to the Federal Republic than to the "GDR". In 1969
exports to the “GDR" represented less than 2% of total exports
of the Federal Republic and imports only about 1.5%. The goods -
imported by the Federal Republic consist mainly of: agricultural
products (24%), textiles (20%), products of the metal processing
industries (15%), mining products (8%), chemical products (7%)
and miscellaneous goods - paper, ceramics, glass, rubber products,
wooden goods; ete. - Although impertant, they are not vital to
the economy of the Federal Republic and could, if need be; be
purchased in other countries. A

128. Intra-German trade is far more essential for the "GDR".
According to the “GDR™ trade statistics, intra-zonal trade
amounted to 107 of its total trade turnover in 1968. Among its
main trading partners, the Federal Republic came third after the
Soviet Union and Czechoslovakia and before Poland. The “GDR"
imports far more from the Federal Republic than from all other
Western industrialized countries taken together. The
importance of inter-zonal trade for the economy of the “GDR" is
even larger than these overall percentages may reveal given the
type of goods that the "GDR" can buy in the Federal Republic.

It has indeed through this trade some access to Western
gg§gngéogy which is essential for maintaining its position in

CON.
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(iii) Recent developments

130. According to the trade statistics of the Federal
Republic, intra-zonal trade developed as follows during
recent years:

------- - +{million US g¥) -

Year | red. Rep.| Fed. Rep. | Balance
-+ v Exports Imports:
A -

1960

1965 298 316 - 18
1966 106 33 | + 70
1967 371 1"~ 316 1 + 755
1968 359 360 -~ 1
1969 - 561 2399 |+ 162

As can be seen from this table, the Federal Republic exports
fluctuated rather widely with a 36% increase in 1966 over 1965
followed by two years of decrease (1968: -12% as compared to
1966) and an impressive increase of 56% in 1969. Imports by
the Federal Republic show less marked changes from year to
year.

(iv)  Prospects

131. Owing to the need to balance sales and purchases, the
"GDR" will have to step up sales considerably in 1970. It is
possible that the “GDR" will have to reduce its purchases and
that there will be a reduced rate of growth in the future.
Nevertheless, the Federal Republic hopes to maintain the
upward trend in intra-zonal trade and has recently sought to
reach a better balance in its purchases by considering the
possibility of importing complete plants from the “GDR". It
remains to be seen, however, to what extent the "GDR™ will
respond to such proposals in view of its commitments
vis-a~vis the Scviet Union.
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TABLE VII - TABLEAU VII

Production of Important Industrial Products
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PUBLI C DI SCLOSEDY M SE EN LECTURE PUBLI QUE

DECLASSI FI EDY DECLASSI FI EE -

-

Source:

.

Annuaire statistique 1969 de la "RDA'.

1955 1960 | 1967 1968
Electric energy milliard kwh 28,7 | - 40.3 59.7 63.2
Energie electrique , | v
Lignite 1,000 tons | 137,050 225,465| 242,027 | 247,143
Lignite briquettes " " 37, 69% 56,047] 56,087 56,389
Pig Iron " n ’ '
Fo Hte 33702 1 99“»07 252500 2.332.9
" " )
hoios Steel . 1256.7 | 3749.9 | u591.7 | u695.4
Rolled Steel L
Acier laminé 780.7 | 2613.3 | 3075.2 | 3156.0
Sulphuric Acid " "
Acide - | 300.4 729.9 | 987.8 1077.7
Ball Bearings 41,000 units . .
Roulements a biiles b 3243 L7.h 50.7
Machine Tools milli :
- Machines-outils on 0 34l 518.5 543.7
. Locomotives units 184 675 547 59
1"
peaotors 5170 9076 | 11,120 | 14,202
Trucks "
Camions 1003 12864 | 21,892 | 23,621
Private cars " -
~Autogobiles de tourisme 7165 64071 111,516 (114,611
Synthetic Rubber tons } P N
Caoutchouc synthetique 39’89H 86,765 1109,502 {101,643
Nitrogen Fertiliser t.n. [|231,449 |334,147 | 336,020 |351,429
Engrals azotés :
Phosphates t.P,0
Phosphates 2 ° 2,736 |165,750 | 304,550 | 345,827
Refrigerators units 658 138,569 | L02,884 }|376,954
Refrigerateu;s :
Washing Machines " '
Machines & laver v 769 %529u61 _323’913- 327,205
Radios , " 227,258 |809,582 | 932,009 | 844,692
Television Sets " 0 416,490 | L74,657 | LOO,391
Televiseurs .
Paper 4,000 tons 320.8 542.0 671.9 688.6
Papier
Source: Statistical Yearbook of the "GDR" 1969.
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