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CHAPTER I

A N PURPOSE OF THE SÎUDY

The purpose of this sbudy is to examine the nature

of industrial development in East Germany during the decade

1959 Lo L968. Special- abtention is given to the structural-

changes that have accompanied this development and to the

relationship between such changes and the Bast German sysbem

of economj-c planning.

The term "structural change" has several d.ifferent

meanings in economic Literature. It can refer, for example,

to changes ln the size of business unibs, the resul-t of

which might be an increasing or decreaslng number of such

units rvlthin a given lndustry. It can aLso refer to the

relative growth of dlfferent indusbrial sectors ln a given

period of tlme, the result being tha! certain types of in-

dustry increase their slgnlflcance in the economy rel,atlve

to others. In addition the term can be used to denote

changes in the geographlcal distribution of industry, with

some areas of the counbry expanding their industrial base

more quickly bhan others.

It would be extremely dlfficult, and probably un-

deslrablg to examlne alL these types of strucbural change

ln one study. In order to give the study a cerbaln focus
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the wrlter has chosen Lo concentraLe on the second type: the

relatlve growth of dlfferent industrial sectors in the East

German economy between 1959 and 1968. This approach co-

lncides wlth a previous American study of the EasL Gernan

economyl and permtts some comparlson of prevlous sbrucbural

changes with those observed in the present study. This

use of the term rrstructural change'r also follows the usage

of East German scholars.2 Thui" analysi-s can therefore be

compared falrly easlty with the resuLts of this study.

Changes ln the relative importance of different

industria] sectors will almost inevitably upset the regional

structure of a natj-onts economy. For exampfer one woul"d

expect thaL relatlvely fast growth in one partlcuLar branch

of industry would enable those regions whose production

favors this branch to expand their industrlaL output more

quickly than others. Because of thls intlmate connection

between structural change (defined in terms of the rel,atlve

growbh of different lndustrial sectors). and reglonal

economic change, some attentlon is also glven to the Latter

1 i{olfgang F.
Structure of the East

Stolper and Karl r,,I. Roskamp, The
Germql--,Ecolomy, Cambrldge, Mass.

1960. See section b.

2 Ct. Gerhard
Strukturwandel in der

of this chapter.

Schu1z, Technische Revol-utlo?-und
Industrie , DLeEz, Bérlin , 1966,

See section b. 01' this chapter.
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phenomenon. As wl11 be noted later, surprlslngly little
abtentlon seems to have been given bo thls problem by

East German economists.l It j-s surprj-s1ng because in a

planned economy like that of East Germany, structuraL change, anci

wlth 1t regional development r ftâV be atbributed in large

measure to the conscious policies of state economic planners.

Reglona1 disparities may be explalned away as rraccidents

of the markettt1n capltalist economies, buË not so ln a

soclalist state.

A word needs to be sald about our use of the term

lndusbrial "sectortt. Flgure I - I il-l-ustrates the way in which

such terms as secbor, subsector, and branch are used.2

1 It 1s always dangerous to make such assertions
since there are lnevitable gaps 1n one I s awareness of curyent
research. However, 1n personal conversations with severaL
East German scholars in the summer of 1969 the writer was
glven to understand that reglonal problems could not become
slgnlficanb ln a unlfied sociallst state and therefore ï¡ere
nob examlned ln a crltlcal- or detalled way by soclallst
scholars. As we shall see, there is considerable emphasis
on reglonal planning ln East Germany but this has been
developed very largely to overcome the Llmltations of
centralized plannlng and musb be regarded primarily as a
tool of nablonal plannlng.

2 Sector ls used here for rrBerelchrr, subsector f orItZweigrr, and branch for ttZwelggruppentt.
Two methods are used ln East German accountlng to

dellneaLe sectors, subsectors, and branches:
a) The flrm method: (Where the tobal productlon of

a flrm ls asslãñãõ to that sector, subsffirffiãlrr 1n
whlch the firm 1s mosb heaviJ-y engaged. This ls che method
used for most of the data found ln this study.

b) The ploducb method, in whlch the tobal- output of a
partlcular product, regardless of its origin ln a particutar
type of sector, subsector or branch is calculated. This re-
sults ln product sectors, subsectors, branches, and grouplngs,
not used 1n thls study unLess otherwise lnciicabecl.
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The material- goods productlon of the whole

economy is flrst divided into six economic sectors

including lndustry and productive handicrafts
ææ

Figure I - I

Econornic Se ctors

Indusfrlal Sectors 2

Industrial Subsectors
(as lltrustrabed by the Prlmary Sector)

1 Includes pubLlshers, waterworks (before 196ii), the
work of planning organlzations and househol-d services.

2 The Metal Processing Industry is soinetirnes shortenecr
bo rrl4etalsrr or Itivletal-s IndusLrytt ln the subsequent analysis,
and ttli'ooclsrr is used fo ciesignaLe the þ'ood-Drink-Tol:acco
secLor.

Indus try lons truc-
tlon

A,grlculture
and

Fore s t ry

Transportafion
and

Communi cati on
lrade 0thers

Primary
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MetaI
Proce s s ing
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Energy MÍn1ng Met aL lurgy Chemical-s Buildlng
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cbor)
Industrial

( as il-lust,rabed by
Branches I

the Chemicals I Subse

Baslc
Chemi cals

Spe c1a1-
1ze d
Pro duc t s

P last i cs Pharma-
eutical-s

Rubber
and

Asbe s tos
Goods

Synthetic
Flbres

MineraL
Oil and

Tar
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(generall-y referred to slmply as lndusbry). Up to the intro-

duction of the nel E.L.N. classiflcation system (see Figure I-2)

the industry sector was dlvided furLher into four in-

dustrial secbors, Primary, I'{etal Processingr Llght Industryt

and Food-Drlnk-Tobacco. Each of these sectors u¡as dlvided

further into several subsectorsr âs illusbrated here by Lhe

Prlmary Sector" These subsectors were in turn subcilvided

by producb groupings, referred to here as branches.

The lnformaLion in the statistical yearbooks and in

other documentary materials follows thls generaÌ pattern

of organizatlon. Sometimes more detal] is provlded on the

output of individual industriaL products within the

lndustrial branches.

The term 'rstructural changerr is used in this study

to refer to the relative growbh of these different secbors,

subsectors, and branches of lndustry. It involves an

examinatlon of the relative lnportance of these industry

divisions and of varlous types of industrial products

at dlfferent periods of time.

As we shall see, East German economic planning has

been deslgned bo promote the rapld groivth of certain

lndustrial sectors and types of producbs (by impticaüion,

aE the expense of others). Therefore , observecl
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structuraL changes 1n lndustria] sectors and ln product

groupings gi-ve us a vaLuable lnslght into the nature of

economlc development in East Germany.

Ittany factors inevitably determine such structural

changes, both 1n planned and in reJ-atively unplanned

economles. Among bhe lmportant determlnants will be the

resource base of a country, lts state of technology,

patterns of consumer behavior, and the quality and quantity of the

labor force" These might be cal1ed universal, exogenous vari-

ab1es, not amenable to short-run manipulation and nof

related in the short run to a unique Lype of economic

system.

Hov¡ever, structura] changes may aLso be related to

a pecullar system of economic organlzation. A major pur-

pose of this study 1s to examine the extent to whlch

strucbural changes ln the industry of the sociaList state

of East Germany can be attributed 1n a unique way fo

techniques of soclallst plannlng.

Soclalist planners can determlne what bype of goods

w111 be produced vrhere, when, how, and at what rate, by

controlling sueh alLocatlve and productive factors as

prices, labor, and capltal j-nvestment. Their degree of

controL over these factors will j-n turn be lnfLuenced by
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the efficiency and scope of the internal plannlng ap-

paratus and by external rel-ations. Therefore this study

measures the degree of control exercised by economic

planners over Bast German industry and describes the basic

mechanlsms of the plannlng system, lncludlng the operations

of the foreign trade sector.

The relatlonship between econo¡nic planning and

structural change is neasured in several u¡ays. First ¡ âfl

attempt is made to determine the correspondence between

plannlng objectives ln East Germany¡ âs stated ex ante ln

the official stabe economic plans, and the ensuing changes

ln such parameters as employmenü, investment, and pro-

duction. Thls ls a measurement of the effectlveness of

economlc plannlng -- the relationship betlveen planned

goaLs and actual performance.

One weakness of thls first method is that it fal1s

to reveal to what extent the plannlng goals are themseLves

unlque to the particular econon¡lc system. To a large

extent they nlght reflect needs and prioribies lmposed on

the economy by underlying forces -- such as resource needs,

technology, consumer tastes -- r^¡hlch are operative 1n un-

planned economies as weIf.

To meet thls problem at least partiaJ-ly a second

measurement of correspondence is used. Thls i-nvolves a



comparlson of structLtral changes in East Germany with

analgous changes in a counbry whlch is not highly

planned but which in some other important respecfs re-

sembLes East Germanyts. ilest Germany has been chosen

for thls purpose. It 1s immediately obvious thaf East

and i'Jest Germany wilI differ fundamentally 1n areas

other than planning, but enough slmllarities may be

dlscovered to justify this procedure.

The two methods together permit a cautlous and

partlal anshrer bo the central problem posed for this sfudy

the relatlonship between economic planning and structural

changes 1n East German industry from L959 to 1968.

lÀlhat has just been said may serve to validate the

approach that has been chosen to study the East German

economy. Something further rnust be sald about the im-

portance of the subject 1tse1f and the appropriateness of

the birne perlod chosen for the study"

ALthough western scholars encounber numerous

difficulties 1n measurlng the performance of bhe East

German economy there seems to be virtua] agreement by

now that East Germany ranks among the flrst elghb or

nine lndusbrlal powers in the world and has probably

achleved the hlghest standard of }lving of any soclalisb
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country " 

-

This achlevement is aLl the more remarkabl-e in the

light of condltions in Easb Germany immediately after lhe

war, conditlons which have been aggravated by a virtualJ-y

stagnant labor force and an extremely poor iron ore and

energv resource base (e.8. oil anC natural gas). It shoulcr

be expected that western econoinisbs woul-d have a natural and

strong interest in bhis mosb successful of ali- soclai-isb states.

The literature review 1n the next sectlon indlcates

that such interest has not been lacking. There have been

several major studies by American, Canadian and ,¡'iest

European schoLars of the East German system. However, in

spite of thls lnterest there are several reasons why a

study at this tlme, of bhe period 1959 1968, 1s lmportant.

Much of the llterature readily availabLe to western

scholars was wrltten ab the end of the 1950 | s. Even if no

slgnificant changes had occurred in the meantime it would be

of lnterest to carry the prevlous analysis through the

I See Jean Edv¡ard Smith, Germany Beyo4ll_.Q.he_¡lall,
Llttle, Brown, & Coo, Boston, Toronto, 1967, 1969, and
Stephen M. Hlrst & Leon Lewlns, iSasic Data on bhe Econorny
of the Sovlet Zone of Germany, Overseas Buslness--ReÞõFts,

ebruary r Ig6T,
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decade of the 1960ts.

However, the fact ls that several very important

changes have occurred in the East Germany economy, and our

undersbandlng of that economy has been greatly facilitated

by a more comprehenslve presentation of data in bhe East

German statlstical yearbooks and other source materlals.

To refer to the last point first, it ls only since

1959 that considerable informatlon has been made avallabl-e

on the growth of lndustrlal production by subsectors and
l

branches.- Further, lnvestment data were first presenbeci

ln any slgnlflcant detall (though still not enough to

satlsfy a scholarts curioslty) 1n the 1960 yearbook. There-

fore, changes in the presentabion of data enabl-e one to

observe trends and changes whlch could only be guessed at

1n pre-Ì!60 studies.

Important organlzational changes have also occurred

1n the economy. The major decentralizablon of industry

whlch occurred ln 1958, and the stlll more signlflcant

reforms of 1963 (see next chapter) made thelr i-mpact on the

East German economy only after 1959. It ls only now that

one can really begin to evaluate the relati-onship bebween

the new plannlng system of East Germany and structural

changes.

I Cf . II . Koehler, Econc.rtnic Integration in the Sq¡viet
Ð9, p. 20I, and ì'I. Stolperr Tllqrll;rucbure gi'thei¿¿sb
Gerrnan iìconomy, p. 58.
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Further, the coordination of tracle ancì planning

in East Europe through the Council for itutual- ¡jconolnic

Assistance (C0i'4EC0N) white undertaken in the 1950 t s beca¡ne

a significant iact for the East Gerlnan econoíny only

in the 1960 r s " This is an appropria.te tirne to evaluate

the impact of this significanL organizatj-onaL chan¿e.

In addition to bhese reasons, the wriber has ao<.rpted

severaL analytical Lool-s ano approaches which rnight throw

neÌ{ Iight on East Ger¡nan developtnents. This stucly atLempl,s,

for example, to measure the impact of diÍ.ferent races of

producLivity gror^rth on bhe alLocation of resources anu the

growth of industry. i''urther', the regionaÌ analysis, as

mentioned already, is intended to broaden the concept of

sLructural- change and fo give it dimensions i^¡hich have been

lacl<ing in sorne of the previous work on the subject. This

work has been facil-itated by personal research carrieci on

by the r^¡riter in Bast Gerntany in bhe sprlng and early suminer

of 1969.

It is hopeci, bheref ore, that this stuuy wil-1 aciv¿¿nce

our understanding of a very important industriaL system in
a period of history when changes in it t s industrial
structure vlere accornpanieci by profouno organizationaL

changes, both in bhe domestic and in the j-ntenrabional

sphere s .
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REVIEW OF PREVIOUS RELATED STUDIES

The selective bibliography i^rhich cornpletes this

thesis glves some lndication of the extensive llterature

that has developed around the theme of East German economic

development. In thls section we are concerned with some

of the major works that have been published in the past

decad.e. The perj-od dlscussed ln Several of these works

1s that from L936 to about 1960, so that one of thelr

purposes is to examine posslble l-inks between the pre-

and post-war German economy. They can be used 1n turn

to form a link between the early post-war period ln East

Germany and the l-ater perlod of the 1960rs coverecl 1n

thls study.

The following books have been chosen because of

thelr fairly recent publlcation (all since ]960) r their

comprehensive approach to the subj ecE, and because they

represent the vlewpolnts of writers from several different

countrles. Thelr analysis also Lends ltself to conlparlson

with the present study at numerous polnts, although in

each case the approach and the time perlod are sometlmes

quite dlfferent. Thls sectlon discusses each work very

brlef1y, and ln very general terms. Itlore specific use

ls made of them ln the analytical sectlons, especially

chapters VI and VII. They are discussed in the

Bo
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chronological order 1n which they appeared.

In 1960 l,lolf gang F. Sto1per, with the assisLance

of Karl- W. Roskamp, publlshed a painstakingly detalled

study of the East German economy entitled The Structure

of tfre g-aqqJþrgan-igonom¿.1 The study was begun in

1955 under the sponsorship of the Center for International

Studies at the Massachusets Institute of Technology 
"

The period covered v¡as approximabely l-936 to 1958.

The book has two major purposes: to examine bhe

nature and extent of East German economlc progress from

1936-1958 and to compare thls progress wlth developrnents

ln llest Germany. This lnvolved a detailed examlnation of

the growth of G.N.P. ln the two countrles and a sector

by sector analysls of structural changes wlthin the

economies.

In order to facllltate the comparison, and to ge-

around the problem of assigning meaningful vaLues to

East German output flgures (based, as they are, on plan-

nlng prlces which bear no relationship to rnarket prices as

understood 1n the llest) the writers adopLed West and Bast Gerlnan

lndustry classlfications and used \^Iest German prlces in

L Harvard Unlverslty Press, Cambridge, l¡lass.
pp. XXV, 478"
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thelr study. A conclse

some of lbs underlying

Professor Roskamp ln a

subj ect " 
I

example of this procedure and

assumptions is provided by

more recent arbicle on the

The scope of the Stolper-Roskamp study was much

broader than the present one, concerning ltseLf wlth a]l

of the maJor economic sectors, especialJ-y lndustry,

agrlculture and constructlon. Since a meiqr purpose

was to make comparisons wlth '¡lest Germany bhere was a

greater need bhan in the present study to develop outpuL

serles which were comparable with such a non-social-ist

country " l{e are prlnarily concerned with j-ndustrial- changes

ln Bast Germany alone and consequentJ-y with the lnternal-

conslstency and comparabillty of the data.

However, structural- changes are defined in a way

that is very simllar to the usage here, wlthout, however,

the reglonal dlmension. It wilL be extremely useful Later

on to compare the eoncluslons and predictions rnade by

these wrifers aE the end of the 1950ts with the results
of this study,

if . Roskamp,ttEast German Industrial Production
2, 1968,

I Karl-
tg58 ro L965,"
Þp. 306-3f9.

Weltwirtschaftl-iches Archlv, Vol.
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In 1964 Alfred Zauberman of the London Schoo1

of Bconomics publlshed a study of economic progress ln three

socialist countries enblbled: Industrial-_ Prog_ress j-n

pq*IeryL*Czechogl-ovqkiÐ and East Gernany, 193-7-1912. l

Ibs lmportance for the present study is li¡nited by its

attention to two countrj-es in addition to East Germany

(wi.th Poland receivj-ng more attention than any other) .

The tlme period covered is simi-]ar to that of Stolper anci

Roskamp " Hor,nrever, Zauberman I s study 1s extremely usef ul-

because he limits himseLf to industrial prociuction and

concentrates especially on three principal rrgrowth'l

lndustries: energy, metals, and chemicals. Since bhese

lndustries are considered very crucial by East German

planners, Zaubermanrs detailed analysis j-s an important

poinl of departure for some of the analysis here.

Like Stolper and Roskamp, Zauberman gives an

interesting deseriptlon of East German accounLlng pracLi-ces,

especlally of the difflcultles encountered with their

measurement of gross output (Cf. section d. of thls

chapter).2 In addltlon to this he describes thelr plannlng

I Oxford Universlty PÍ"ess, L964 r pp. XIV, 338.

2 Instead of applying western prlces to East Ger¡nan
productlon Zauberman often uses physical- measurements of
production to make comparisons.
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system in solne detall, focusing especlally on bhe process

of investment al-location. There 1s also a helpful des-

crlptlon of the foreign trade sector and the impacb of

soclalist trade relatlons on internal developments.

Again, though this work deals essentially with an earller

time period some of its observatlons and results will be

helpful in the analysls that follovrs.

Zauberrnanrs study ln 1964 coincided with a West

German examination of the East German economy, written by

Karl- C. Thalhelm" Dle tlrtschaft der Sov¡iet_Zgrlg i¡_i(rlse
I

und Umbau* (The Economy of the Soviet Zone in CrlsÍs and

Reconstructlon) was a study sponsored by the Institute of

Research for ProbLems Related to the Reunlflcatlon of

Germany (under the Ministry for AIl,-German Affairs). In

lts inception, bherefore, lt seemed to be both an econornic

and a poJ-ltical documenb.

Professor Tha1heim, who has slnce edited and r^¡ritten

I Duncker & Humblot, Ber11n, 1964r pp. 190. Vol I in
the Series, Economic and Social Life 1n ivliddle Germany
(Wirtschaft und Gemelnschaft in Mltteldeubschland). It
was accompanied by Vo]. II, a more speclallzed study by
Bruno GLeitze entitled, Die I4dustrie der Sowjetzone unter
dem gescheiterten SiebenjaFrplãnl r I].n,
@ed-by lhe l'4Tñistry for A]L-German Affairs,
1s Dr" Konsbantin Pritzelts, Die wårtsgha@
der Soivi_e'tschen Besatzgngs-zone DeuLschlands in den 0stblock

e East BLoc and lts Politlcal
Aspects). 2nd Edltlon, Bonn & Ber1ln,1966,
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several other books and monographs on the subjectr] set out

to examine the most recent changes in the East German

plannlng system and to assess their chances for success.

Unfortunately the book began by assumlng that the

major difficulties 1n the East German system could be

attrlbuted to the system itself" Even bhough the analysis

that followed noted some of the other difficulbies faced

by East German planners, such as the resource base and

heavy reparation payments after the v'rare the inltial

assumptlon seemed to lead inevitably to a conclusj-on whj-ch

substantiabed the assumpti on,2

At the same tlme the book contains a helpful des-

cription of the economic reforms themselves, and of the

international relatlonships between the sociaList counbries.

It provides, therefore, a very useful backgrouncl to the

planning section of the presenb study.

fn 1965 another Anerlcan scholar, lleinz Koehler,

1 Cf. Karl C. Thalheim & Hans-Hermann Hoehman, (eus.)
I'trirts chaf tsref ormen in 0steuropa. (Econornic Ref orms in East-PoLltilc, 

Cologne, 1968.

2 Compare pp. 12-1J and 130-132" For a j_ess critical,
more cautious, l,lest German appraisal- of the sarne period
see Horst SeidLerr "Die gegent^raertigen Grundtendenzen
der tr{irtschaft MibteLdeutschLands.rr V,Hnl{"F"
2nd Nr , L965, pp. 23L-249.
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threw further light on the foreign trade sector and its

lmpact on the Easb German economy with his book, Econolnic

InteEratj-on in bhe Soviet Btoc " With an Bast Ger¡nan Casè
'ì

Stuct:¡t Thls work was based on a doctoral di-ssertation

*Inp-lutud by the author aE the University of Michigan in

W6L. Though revised and. enlargeci for publ-ication in 1965

most of the data covers the period fro¡n Lg36 to 1960

(some only til} 1955, while ln some instances it goes up

to 1963).

As the title of Koehlerrs book suggests, lts ¡nain

concern is wlth the naLure of the foreign trade system aS

1t developed in the 1950 I s, and the impact of this systein

on the structure of the East German economy. In a sense

1t reverses the focus of the presenb sbudy, which is

concerned first of a]l v¡ith the strucLure of Ëasb Gerinan

lndustry, and seconrlly with the irnpact of the foreign

tracle sector (as one important aspect of overal] planning)

on that structure. The approach of Lhe presenb study,

however, or.Jes much bo l{oehlerrs, especially in its

emphasls on labor and lnvestment allocation and

1n its recognition of procluctivity cilfi'erences.

1 Fredericlc A. PraeBerr N.Y, 1965¡ pÞ. XXI , 402.
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Koehlerr s description of the foreign trade sector has also

been verv useful for the present ehapter on foreign trade.

Because of the different focus, however, and the different

time periods, there is I1ttIe overlap between this study

and his.

An

st ructural

with other

1966 lrork,

I ndus tri e

lnteresting abtempt in East Germany to analyze

changes and to compare those in East Germany

countrles is provided in Gerhard Schulzts

Technische Revol-ution und SLrukturwandel in der

Industry) .

(Technlcal Revolution and Structural Change in
I

Dr. Schulz¡ âo economlsb wibh the Institute for the

Social Sciences (Instj-tute fuer Gesellschaftsv¡issenschaf'ten)

1n the Central Committee of the Socialist Unlty Party

(S.E.D.)r examines bhe developmental pabterns of different

lndustrial sectors in hlghi-y advanced indusbrial countries.

These incl-ude the U.S.A. ¡ U.S.S.R., l{est Germany, Japan,

France, England, and East Germany. The study itself ls

dlvided lnto two parts, (a) an anal-ys1s of structural,

change in the different branches of industry in the above

countries, and (b) an examlnatlon of the process of

technlcal change and its impact on such structural changes.

1 Dletz Verlag, ilerlin, 1966, pp. 331.
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irlhlle noting speclal conditlons whlch influence the

course of structural changes in any given country (e.9. the

resource pattern) the author stresses the crucial- rol-e of

technical- change. It is the dynamic force which determines,

in every industrlalized country, bhe essentiaL features of

industrial- structure and changes in the structure. By

technical change SchuLz means bhe discovery and perfectlon

of new means of productlon, the rational-ization of the

productlon process, the improvement of capital equipment,

and the developmenb of new and better products. In general,

he says, thls lnvolves growing automizabion, mechanlzaLion,

and the increasing use of chemlcal processes and el-ectriciby

in industry " In keeplng wlth the goals of East Ger¡nan

economlc planners Schulz stresses the leading roLe of the

chemica] industry and metal processing in the technical

revolution, and consequently in bhe structural changes that

occur,

Schulzrs description of the planning process Ín Easb

Germany and 1ts relatlonship to structural change 1s

especially useful for our purposes. Hls predicfions for
the future, made 1n 1965, can be tested ln the present study

I A recent pamphlet by Schulzn Unsere l^Jirtschaft
neute B!|d nlqrg_gn. i{oztl Strut<turpoliii@
@rrow " WE -TErucfural-TõTicles?rr (Dletz, 1968)
pushes his analysls a little further and wil-1" also be used
in subsequent discusslon.
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However, there appears to be something mechanlstic and

deter'mlnlstic in Schulzrs approach to technicai- and

structural change" The former, h€ stresseso Ís an in-

evltable concomitant of all highly industrlalized

countrles, and the latter ls the lnevitabl-e result of the

former. l^lhile he suggests on a few occasions that the

soclallst state of Bast Germany can rrorganlzerr technlcal

changen based as lt is on modern science and adequate

capltal resources, more effectively than capltallst

economles, he places litble stress on Lhis. Instead he

emphasizes the technj-cal leadership of bhe U.S. and some

other advanced countries, lnferring that there is some-

thing unj-versal and inevltable about such changes 1n both

capltalisb and socialj-st lndustrial states.l The effecb of

thls is to push the role of economic planners in shaping

the structure of the economy very distinctly into the

background. One would almost gather from his study that

the role of economic planners in the socj.aLj-st state oÍ'

East Germany 1s to determine which products and lndustriaL

sectors w111 be most subject to technlcal change in the

future, and to push their productlon accordingly in order

I Compare hls statement on
technlca] and strucLural change in
P. 27, with his emphasls on unique
PÞ. 36-38.

the inevltabllity of
aLj- advanced countries,
socialist developments,
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to lncrease total output as qulckly as possible.f This

reduces the role of such planners to a dlscovery of the

laws of change, and to the promotion of the techniques

which r'¡i11 aI1oiv their implementation. In our süudy hle

will- atbempb to discover to what extent the goals of

East German planners have actually been set in this v¡ayt

and the implications of this for "unique'r structuraL

changes in East German industry"

Several more popular treabments of East German

economlc development have appeared in recent years, and

they may ab least be mentioned here. ThIo East German

writers, Hans Mueller a.nd Karl Reissigr have recentJ-y

dramatized the recovery of the East German economy in a

I At the concl-usion to his work Schulz notes that
certain lmportant consumer ltems whj-ch have bradl!ionally
played an important role in consumer buying hablts, and
other products v¡hich bring 1n considerabLe hard currency
even though they arenr t characterlzed by dynamic technical
change, must also be encouraged by economic planners,
but in general the stress is very much on the encouragement
of those sectors which are the pace-setters (rrSchrittmacherrl
or rrfuehrende Zweigerr) ln the technical revolution, a
revoluflon lvhlch is taklng place ln every advanced
industrial society. In a personal discussÍon wlth Dr.
Schulz in June , 1969, the writer v¿as glven to understand
that conslderable changes are planned for hls book if it
is reprlnted ln future, In particular he expressed a
strong desire to lncrease the emphasis on the impact of
soclal and political condltions on technical- and
sbrucfural changes.
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book whose very title indicates thab it was wrltten

partly against the background of another dramaLic

recovery in a nelghboring eountry: i^lirtschaftswqrTþl

DDB (The Economic l{iracLe of the German Democratic
IRepubLic).r The auLhors conslder the perioci 1963-1968

to have been one of unusuaL progress j-n East Gerrnany

and they provlde much useful lnfornatlon, lncluding

photographs, to support their conclusions" While fhe

treatment is extremely popular 1t provides a helpful

insight into current trends, including general structural-

changes within lndustry.

A Canadian scholar, Jean Edward Smith, has also

popularlzed the Easb German economic rrmiracl-err in his

recent book, @-{q11.2 The scope of

this lvork is extremely broad, including social and

pol1tical deveJ-opments. The author relies heavily on

general sources and personaL experiences. The latter are

often very enllghtening and lhe book as a whoLe contains

some usefuL lnformation on recenb developmenL. It 1s

evidence of grolvlng lnterest in the subject among wesfern

s choLars .

I Dietz Verlag, I3erlin, 1968. pp. 531.

2 Llbt1e, Brovrn and Compâoyr Boston, Toronto, L967,
1969r pp. XIV, 338. T.he concl-usions of Lhis book should be
compared rvith bhose in Roskamp I s lVeLtv¡irtschaf tliches
Archlv artf c19¡_j_p,:_ cl,t.
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In concLudlng this sectlon ive can note that the

maJor contrlbutions made in this fleld 1n recent years have,

to a large extent, focused on a clifferent tlme perlod than

that covered by the present sbudy, and have also considered

aspects v¡hich are not always central to the concern of the

present study. Ab bhe same bime the approaches useci, and

the methods and daba assembLed in some of the writings,

have proven invaluable for the present sbudy and v¡i]I be

used extensively 1n the subsequent anal-ysj-s 
"

ORGANIZATION OF THE THESIS AND SOURCES OF DATA

The analysis which fol]ows this introductory chapber

can be divided roughly into three parts:

l. An examlnation of the internaL and external

planning system of East Germany chapters

2 and 3.

ii. Structural changes in the Eas! German econorny

and their relafionship to economic planning

chapters 4 - 6.

i11. An lnvestigatlon and comparlson of structural
changes in East and l{est Germany chapter 7.

The maln chapters, rvhlch rely mosb heavily on the

writer I s ovrn investigaûion and constitute the most orlgi_na}

c.
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part of the thesls, are chapbers 4 - 6,

Data for these chapters was found in numerous

sources some of which deserve specÍa] menti_on in this
section. rn addition to the books mentioned in most

studies of East Germany, and included in the bibriography
at the concLusion of the thesis, the writer $ras able Eo

make use of several other lmportant sources.

He was glven free access to bhe extensive library
holdings in the Econo¡nic rnstitute of Rostock university
and 1n the Economic rnstltute ln BerLin-Karl_shorst. fn
the latter he rvas abLe to utÍrize several rrHabilitabions'

works, and doctoral dissertatlons, wrltten by Bast German

scholars about various aspects of the economy. some of
these proved to be extremely vaLuabre for the presenb thesis.

Through professors at these institutions several books
and study materlars, incl-uding Gerhard schulzrs lmporbanb
study, were made avallable to the lvriter even though they
are out of print or not generally available to the public.
unfortunately¡ permlssion to visit the state pJ.anning

bureau in East BerLin r{as not granted, and efforts to
obtaln lnformatlon on invesbment decisions and recent
output in such a specific industry as concreLe products dld
not prove successful. The writer was abte üo engage ln
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fruitful interviev¡s wibh persons connected v¡1th these

lnstltutions but it proved more dlfficult to obtaln

speclflc daba on such crucial matters as Ínvesbment and

productlon 
"

However in addition to the above a number of

journals and statlstlcal publicabions which are ln-

creasingly useful bo the researcher have been ublLj-zed.

These lnclude:

The Sbatisblcal Yearbooks of the D.D.R.: published

annually from 1955 to 1969. (rìef erre<l to here as S.J .D-.D.1. )

StatÍstische Praxls: A monthly bulletin describing and

discusslng the most recent deveJ-opments in the economy.

Issued by bhe Stabe Planning Commission.

Wlrtschaftswi-ssenschaf t: monthly academic j ournal t^ribh

extremely valuable theoretical and practical dlscussions

of bhe economy.

Die !'Jirtschaft: a weekly economic pubJ-ication, v¡j-th

detailed lnformation on industry changes, planning

methods, etco, and occasj-onaL special inserts which

deal ¡¡ibh major economlc issues at considerable length.

Einheit: official monthly organ of the Central- Comnittee

of the SED,

Neues Deutschland: offlcial dally newspaper of the SED.
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Geseþzbl-at.t der DoDuRo: The prime Souree for government

regulabions regarding economic planning and other

economic maLters, especially Part II (feil II).

Soziallstische Aussenv¡1ri;schaft (successor, since ]968, Eo

Aussenhandel): monthly journal devoted to Easf

Germany?s foreign trade and the economic rel-ations of

the socialist countries.

Effel<t: Recent bi-monthly, glossy economic magazine

(published apparently since l96B), devoted to a wide

range of economic probLenrs " Appeals to a wide reading

public but also has information of interest to the

scholar .

PI*pung__ggl_I:eitung_: A serles of monographs (now numbering

approximately 40) dealing with specific economj-c

problems of special interest to the scholars.

hll s ge ns cha f t li.ç he äe i t s ch ri f t i__,LI e ch s chu I e f uelæ,Eelgm:i.er

Berlin: Quarberly economic journal of bhe Economj-c

Institute (equÍvalent of a University economic faculty)

1n Berlin-Karlshorst.

Vilissenschaftl-iche ZeiLschrift der Universltaet Rostock:

Quarterly journal of bhe University of Rostock, wibh

speclaÌ lssues devoted tp economics.
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D. DEFINITION OF TERI{S USED]

It is extremely difficult to understand ancl

explaln many of the terms used in nationaL i-ncome

accounting and in indusbry cl-assificatj-on Ín a socialist

sfabe such as East Germany. Gross National Prociuct, for

example e means something quite different than it does in

capitalist countrj-es. Some tirlters refer to 1t as a

gross-gross method of i-ncome accounting, because ib

incl-ucles not only the capiLal stoci< used up in a given

year (which dlstinguishes it from Net National Prc¡duct

in most western countries) but a great deal of double-

countingr including as lt does the value addecl by each

firm plus (in the case of each firm) the vaLue acicied by

prevlous firms. However, whlfe this problem remains a

difflcult one 1n bhe present study it is so¡nev¡hat alleviated

by the fact that vre are more interested ln intra-industry

comparisons within East Germany bhan we are in conipari.ng

East German production with thab of anoËher country.

Therefore, for the mosb part it is enough to understano

the terms as they are used within the Bast German economy.

I These definitions are basecl on: Dr. Guenther
Noerenberg, Sozlaliqtische_O?lronoinie . IaLe_goLlgg und
Besråflq, in tvro þartsn pp.-62 and IdJ--.-_ Püb-liln-êð 6V
the Division for Agitation and Propaganda, Rostock District
Headquarters of the SED, 1967i and the S.J.D.D.R" l-969,
pp. 35-38, 5I-52, 95-98. Furblrer aeftnïEfõïE-ãã--
conbalned ln the appropriate secLions.
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Some of the more lmportant ber¡ns are defined as foLlows:

Gross Soclal Product (In Industry, Qroe@$-!¡q!-):
(Gese]lschaftliches Gesamtprodukt, or Bruttoprodukt)

This equals the total value of materlal producti-cln,

based on unchanged plannlng prices of L955 (see below) or on

1967 prlces. Gross Social Product (G.S"P.) minus used up

production goods, lncluding goods purchased from other

producers (to eliminate doubfe counting) = Net Natlona]

Product (¡¡etLoprodukt) 
"

Net Natlonal Procluct ( N.N. P " ) minus government sub-

sidies = National Income (N.I.).

The dlstinction between G.S.P. e N.N.P., and N"I. can

be ilLustratéd with exanples taken from Tab1es 3 and 4 of

the M (pp. 40-41). Table 4 indicates that the

G.S.P. or brutto-production of industry in 1968 was 1651437

mlllion Mark. Of thÍs amount, 101{Jgl million l'4ark lvas

deducted for deprecj-ation of capital (6rt17 m11Ilon Plark)

and for the value of producer goods obtained fro¡n other

producers (9BrZB6 milllon i4ark), leaving an N.N.P. of

6f rg34 mlllion I'{ark. Hoinrever, a certain a¡nount of this
total was not actually produced by firms, but was the result
of government subsidy payments. Such subsicly payments are

then subt,racted fron the N.N.P, to arrlve at the true

val-ue of the I'latlonal Incone thaL was produced ln the
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glven year (the subtracbion ls made in col-umn 3, Tabl-e

3, p. 4o).

IndusLrial Gross Productlon

This includes:

1. All flnished, ready-to-be sold lndustrial pro-

ducts, lncLudlng those goods which are added to

inventory or are sold at normal- or reduced

prices to members of the firm.

2 " All producti-ve services in the f lrm corunissloned

from outside, like repairs, inounting of

machines, etc.

3" Most flnished products used by the firm for its
ovln repalrs and capibaJ- investment.

lJ " The value of inventory changes ln unfinished

products and services of an industrial nature in
the socialist firms of such sectors as l4achines

and Vehicles, Blectro-Technical, Electronics and

ïnstrumenbs.

Industrial Gross Production does noL include:

l-, Products of a specific flrm which are processed

further or used in the firmrs olvn pnoduction

(tilI 196'3 this prohibition rvas not appJ-ied

to coal, metal ores¡ pig iron ancl crude sLeeL

and fishing).
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2. Current repairs on bulldlngs, machlnes, and

structures ivithin the specified firm.

3. Self-produced means of production v¡hich are

financed out of workj-n6 capital and used up

withln a year.

4. Services ln fulflllment of guarantees and

warranties.

5, Research or development services with the

exception of services directly rel-ated to the

design of finished goods, ready for sal,e, and

large experimental bechnical- goods.

6. i^laste of all kinds, even that which is solcl.

7, Goods and servlces rvhich do not meet requireci

standards.

B. Goods lvhich requlre extra labor, such as repairs,
erectlon, etc.

9. Merchandise, packaging materials, etc., which is
already included in the prlce of the packageci

product.

L0. Slnce 1964 seLf-service repairs (valueci at ZTO

mill-ion ltlark in L964) are not incLudeci in Gross

IndustriaL Productlon.

unchanging Pl-an Prices (upp) and constant prices (kp67)

In the development of long-run series of producbion,
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the Plannlng Prices of L955 (Upp) have been used as an

unchanging measuring cievic e. They bear no dlrect re-

latlonship to final- consumer prices and do not include

Ëhe levy on production (Produktionsfondsabgabe) by the

state or bhe turnover and sales taxes (Urnsatz and

Gewerbesbeuer).

' In general

obviating the need

because of changes

various goods such

they are useful for ìong-run comparisons,

to adjusb for price changes. However,

in productlvity in the production of

UPP prices do not accurately refl,ect the

value of the varlous goods produced,changing relative

The Price Reforms initiated by the New Econonic

System in 1963 sought to assign prices reflecting these

relabive vaLues. A nevr price leveL was established in 196T

and prices afber L967 have been made constant aE bhis leveI.

Hence they are called kP 6l prices. These prlces al-so do

not lnclude the production levy for the state nor the

turnover and sales taxes.

Classlflcation of Flrms

A rrfirmrt in the industry sector is any firn whose

main productlon was industrial production. Most of the

flrms actually counbed have more than Len employees. A

flrm by definltlon is a ttself-bâlanclngrr entity, and it
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may be one physical unlb or a unit scabtered geographically

but acting as a single enterprlse.

S oc 1-a1_0lgqn i zry!_lon o {__.Fi Ims

Four types of control are distinguished in East

German industry.

L. Governmegt Enterpriseg (Vé-,8. or Vol-kseigene

Betrj-ebe) These fi-rms are generally organlzeci

ln a larger unit called the Association of

Government Enterprises (Verelnigungen

Volkseigenbetriebe, or V._Vjg. ) .

2, Govern¡nent Cooperatives (Genossenschafben).

3. State-Private Parbnerships (firms owned jolntly

by the sbabe and by private lndividuals).
4. Prlvate firr¡s (netO prlvabely by individuals

or partners) 
"

The first two types are known officially as soci alist
firms.

Th e_=N e h' _ri . L . N . r nÈg_E ! r L_g_! e!.8¿ r i q.q!_i_g.n_-q,y_!.! s.g :

For purposes of more efficient planning the

classification sysbem for lndustry (illustrated
prevlously in Figure I-l) was changed ln 1968 to a new

system ca]l-ed the Product and Output classification system

(Erzeugnis und LeisLungsnomenklatur cler D.D.R. ) or
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E nL.No for short.

These changes are llLustrated in the comparative

chart on the next page. Industry has now been subdlvicied

into ten sectors instead of four. The formai- distinction
between rrprimaryrt and ttsecondaryrr industry has been

dropped, rvhlch is probably a step ln the right direction
slnce the inclusion of chemicals in the prirnary sector

was a doubtful procedure to begln wj-th.

Unfortunately these changes came too Late bo be

lncorporated into bhe present sbudy. Such incorporation
mlght have been undertaken if the L969 Yearbook, v¡hich

flrst makes use of the ner¡r system, had presented a clear
way of adapting pre-L968 data to the new sysbern. This

was nob done, howevei', and for several reasons lt is
not an easy or even possible job. Though names of in-
dustrial secLors and subsectors are often the same in
bhe two systems, different fir¡ns have someti-mes been

lncLuded and the boundary lines are somewhat different
(see 1969 g"J.D"D_.R. p. 95),

l{aterv¡orks ls inc}uded in industry for the first
tlme, while flrms of bhe German Railway are no longer
included ln indusEry. However, the brackets in the

fo]lov¡ing page lndicate the general way Ín whlch bhe two
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systens can be f ttted into each other, anci sometirnes data f o¡

1968 were esti¡naLed on the basis of this broatÌ conparabiJ-ity.

A v¡ord should al-so be said about the general rel,iability
of publ-ished Bast German data. rL woul-d be presumptious of
western schol-ars to lmpugn the honesty of East German

statlsticlans. A legitir¡ate quesLion can be raiseci, however,

about the possibre statistical blases of economic pranning.

some rvestern schoLars have assumed that East German

output data are lnherent,ly suspecf because they are useci

as an lnstrunenL of propaganda borrprovettthe superiorify
of sociallst econornic cleveropnenb over capltal_ist economic

growth.l other schol-ars point out, however, lhaL such

argunentation overl-ooks the facL that Lhe accurate gathering

and publication of clata in Easb Germany is an imporcant pre-
requlsite for effective planning, and Lherefore in the interest
of East German pÌanners. peLer l¡litzseherring, a noteci west

German scholar, takes this vienpoint and observes Lhat plannlng
models and forecasLs are basecl on official state publications.2
All scholarry v¡ork on East Germany ls heavily depencient on

I see I(onstantin PritzeL, in Deutsche Fragenr l.lr. 5,1969' p. 82, and Sruno Grei?zer-@ðwjetzone
unter dena gegcheiferten Siebenj añFÞEñlTf-

2 Peter I:ÃiEzscherrlng, tZunehmencler Dirigismus oder
Ausbau des neuen oekonornischen Systems?r, VH{{,-1969, Nr. 2,
Þ. 236, See al-so f.n. Z, p. lT in thls theTiF: Nlilzscherlingalso sur¡marizes the interpretive problems that are encc¡unLered1n lnternaL lonal co:nparlsons .
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Such data ls not as plentl-
ful as one would wish, but the main problem wlth the material-

that exists is noL one of general rel-iabillty lruü inter-

pretation. This latter problem is especlaJ-ly dif l'1cuIb f or

schol-ars who wish to make lnter-counLry comparisons of

output level-s and output grolvth. It musb be stressecl that

this ls not the purpose of the present study. For our

relatlve rneasurements it is generally enough bo unders banci

the East Gernan concepbs and to appfy them as conslsben!Iy

as possibLe.

1 Thus, W. Stolper op. clt. lndicates ln hls stucly
that East German ciata i'havibeãln-taken at their face vaLue
unless there were compelling reasons for doing something
else. .. .tt (pp. 235-236) .
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CHAPTER II

SOCIALIST ORGAI'JIZATION AND PLANI'IIltrG I¡l EAST GLIRITiAì'IY

Our purpose in this chapter is to exa¡nine the growth

of socialist organizatLon and planning in East Gerinan

indusEyy¡ partj-cularIy since about 1960.

Tv¡o of the outstanding feabures of the East Gertnan

economic system are the socialist (state) orvnership of

the means of productlon, and the developrnenb of a central1zed

planning system. It might be ar6ued (and iIl-ustrateci

from i'lest European experience) that one of tirese features

can exisL independently of the obher but Lhere is also

a considerabl-e interclependence between them. A l:igh de5ree

of central-ized planning and control of econonic processes

rvil-I be very dif'ficult unless tire state has considerable

oir'nershÍp rights, Conversely, if iE has the l-atter it v¡il1
rrplanrribs production just like private orlners of business

do. In East Germany, in any case, it has been reco¿Snizeci

thlat the trnlo conplement each other and there has been a

paralleI development of bobh.1

1 It vias stated explicitly in the sbate tair^eover of
retall and v¡hol-esale distribution in iiast Gertnany thai a
prime purpose v¡as to lntegrate this sector of the econoirly into
the state olanning systern. ( Cf'. ¡i . l,lue1l-er ancj i{ . lìeissi¿,
i,,Jirtschaf tswuncier l)Diì, p. 109) .
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To understand the pranning process in jiast cierinany,

then, and to evaruaue its irnpact on st:,uctural- change, 1b is
necessary to exa¡nj-ne both the extenL oÍ'social-ist organl,
zation in Lhe country (part A) and the growth of ühe

planning systeln itself (part B) " rn adciition, some of
the specific investrnent, ernplr:ynent, ancl producûion goals

r^¡i11 be analyzecl (part C).

A. STATE OI,fNERSHIP IN EAST GERT{AN INDUSTRYI

State ownership of mesL property, incJ-udin¿ lano,
resources, and producbion facÍlities, grer\r rapiclly ouring
the Fifties. rn 1950 sLaLe-olvnecl enterprises accounted

for 56.8% of the total Net Natioieal- product.2 The

secf ors in which state ownership 
.r,Jas 

most iinporbant were

transportation and conununicatlon (83.7/") , industry (65.¿J%)

and trade (60.7%) . Only 4:-,3,/, of' proouction j-n construction
was accounted for by state firrns, while in agricul_ture and

f'orestrv the state share of production was only 3,47;.

TabIe II-1 il-Iust,rabes the grovrth in

1 As noted in Chapter I, state cooperatives(Genossenschaften) and rvirolly óv¡ned state enterprises (VtjBs)constltute ttsocial-istrt or state firms. rn lncius try , co-operaLives play an insignificant rore, except in the !'oodssector. Private firms have no direct capitàl participaLionby government, although they must produce in accoroance rvil,hstate plans, while semi-private fir¡ns make use of state finances.
2 S .J.q.D.R. 1969 , p. 39.
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importance of staLe-ownecl enterprises beLr^¡een l9i0 anci 19ó0

and during the 1960s. Ily l-960 social-isb firms in inclusbry

had increased their share of net prociuct to B\.2%, and in
al-l other sectors the stabe t s share haci also increaseci

significantly. The rnost dramatic increase occurred in
agriculture, where in 1960 production by sbate f'ar¡rs accounteo
for TB"3% of the botaL.

During the r960s the share of net prociuction corning

from state enterpri.ses has continuecr to increase appreciably
in agricul-ture, but in all other sectors it has remaÍned

more or less constant. rt appears bhat for mosb sectors
littÌe further sociaLization is contemplatecÌ.

In bhe lndustrial sector the degree of state oivnership

reached a peak in 1965 (wibn 'ó4.4%) and has oect-ineo slightly
since that time. Table rr-L ind.icabes thab during this
same period the share of' private enterprise has rernained

virbually constant. The decrine in the share of state flr¡as
has been compensated. lor by an increase in the share of se¡ni_
private firms (enterprises with state parLicipation).
Bettr'een 1960 and 1968 the share of net produc¡ accounûeci for
by such firms Íncreased from./.4 to l'r.r% of the totar.

rt ls not easy to account for this developrnent. rn
1966 there vrere al-¡nost Len thousand private and semi-
private factories ln East Gernany anci it ls apparenL Í.¡,om
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these tables that the government feels no compulsion aL

the present tim,., to liquidate them.1 the avel-age seiiti-

private firm employs 63 persons, lvhile the prlvate firins

are considerably smal-ler. 'Ihere is some evidence tÌlat the

state permits their existence (anci even their grolrring

relative inportance) because it feels that some enter-

prises can be run:nost eÎÍ'iciently outsicie of the public

sector, Professor Jean Edr,¡ard Smith gives several- exainples

of aggressive, successful- semi-private enterprises. The

state supplies them with capital ano per¡rrits the¡n to expand

production, because of their success, and the enterprises

in turn find it a convenient r^Iay to meet their capiLal
)requinenrents.' The wriLer vlas also given to understancl

by the ol{ner of one such enterprise Lhat special bax

considerations had encouraged hirn to si,¡itch frorn a cot¡lpIetely

private to a semi-prlvate operation.3

Despite these developments all- maj or indusbria"l- f irins,

and over eighty nercent of all industrial- producti-on, reinain

under the direct ownership and control of' the state. This

I Jean lldr^rard Smith, 9ermgr:¿ ileyond the wal_l, p. I02.

2 Ibig, Þp. 102-106.

J Apparently the taxes on prof its of ¿r private fir¡n are
hlgher than the combined Lax and capitaJ- share dlvidenci paid
by the semi-private firrn to the staLe.
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permits the latter to carry out and enforce its planning

directives, and thereby presumably increases its infl-uence

on the overall direction of the economy.

i^lithin the industrial sector the degree of

participation 1n the output of various sul¡secfors

considerably, In 1968 the picLure hras as follows:

TAI]LE TI-2

INDUSTRY OUTPUT BY TIPE OF ORGANIZAT]ON T96A

sfaLe

.iif i'ers
I

Industrial- Subsecbor Percent of

SLabe
Enterprises

Gros s Procluc ti on by

Semi-
Privabe Private

Energy and Fuel
Chenti c al- s
l'{etali-urgy
Bul l-di ng Itlate rial-s
Hiachines and Vehic l-e s
B 1e ctrot e chni c-E l-e ct roni- c
Light Industry (exc. textiLes)
Textiles
Food Industry

99,9
gI ,6
99.0
Õo. z
90.3
91.8
70.9
7\,\
90,2

0 .1"
T,O
0.9

12 .1
8.8
7,L

23 ,4
22.2

iJ. 4

0
1.4
0.f
L.'t
0.9
l-. r
5.7
3.4
l-.4

Dlrect stabe control- over economic acLivity,

through ov,rnership, is mosb inarkeci in the energy, fue},

electrobechni-ca1, metallur¿y, and chemicals secLors. IN is
l-ess important in buiJ-ding naterials and considerably Iess

1 Calcul-ations based on S.J_:!:!:Å-lglg, p. I04.
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lmportant in

on bhe effect

sectors.

Light IndusLry.

iveness of state

This rnay have solne bearin¿

planning in Lhese various

Hor'¡ever r even

lolv state participat

considerable control

productive factors,

Directly or indirect

closely tied in v¡ith

governinent.

in those subsecLors with relaLively

ion bhe staLe planners exercise

over production and the allocation of'

as r^ril1 be seen in the next section.

IV, then, all- branches of industry are

the overall- directives of Lhe
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B" THE DBVELOPIV]ENT OF ECOTIO}4IC PLANNING IN EAST GEIìMANY

Unb1l bhe foundlng of the German Dernocratic

Republic ln October, I949 u the territory of East Germany

was ad¡ninistered by the Soviet Military Administration

(SI''ÍAD) . Ib vras during this period that a Soviet-type

economic planning system v\ras evolved, along with socj-al-ist

ownership of property.

fmmediately after the war the oId German rrLaenderrf

(states) were placed in charge of lndustry" They appointed

the locaI managers and directors of business and set up

planning committees to coordinate production within the

state. These locaL bodies were unabl-e, however, to deveJ.op

and coordinate nati-onal productton goals and by l94T the

Soviet Adminlstratj-on decided to replace them ivith a national-

planning agency, the Ger¡nan Econo¡nic Conmission. f

This commlsslon, vlhich later became the nucLeus of

the G.D.R. government, was made responsible for a wide range

of economlc actlvities, including industry, finance,

transporLation, trade, Labor, agricuJ-ture and forestry,

1 SIvIAD Order No, 138, June 27, 1947.
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and interzonal and foreign trade.l Its poì{ers were

further strengthened 1n 194tJ when several- executive

branches of the government, lncluding Justice, HeaIth

and Education, were represented in it. Later that same

year a number of mass organizations and political- parties

were aLso given representation.2

By June, 1948, the Commission had developed a Two

Year Econo¡nic Plan, whose purpose was to stimul-ate pro-

duction and to acquaint workers and rnanagers alike lvith

the operations of central planning.3 The speclfic ailn

of the plan was to attaln BI/, of the L936 level- of pro-

ductlon by the end of 1950, a goal which was actual.ly

reached half a year ahead of scheciul-e.4

The success of this modest first plan inspired che

governmenb to lnltiate the First Five Year Plan (t951

1955). This plan signallerl the beginning of lntensive

I Arthur M. Hanhardt,
RepubIic, 1968, p. 31.

2 SYIAD Orders IJo. 32, Feb. 12, 1948, and No. 183,
KarL ReissiBrNov. 27, l9¿l8. See Hans lvlueller and

i{lrtschaf tswunder D.Q.R.,, pp. 135 f f .

3 llalter Ul-bricht, "Der deutsche Zwelj ahrpJ.anrr,
Zur Sozialistischen Entr'¡ic

The German DemocraLic

4 A.iq. I{anhardl, Lbid, p. 51.
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socialist development.l 'stress was placed on bhe rapid

development of heavy indusbrye especlally rnetallurgy and

coal mining" The ministry of planning, tilI bhen a

nlnlstry among many others, became a direct organ of the

CouncÍI of I'linisters, thereby strengthening its positlon

considerably" l{hil-e many problems l¡Iere encountered in the

implementation of thls plan (about one-quarter of' the

firms v¡ere discovered bo be producing at a loss), the

producbion goal-s were exceeded by about 5%.2

This qualified success prompted bhe Second Five

Year Plan Q956-1960). It set out to increase productj-on

by 55% (60% in Primary Industry and Metal Processing, and

40f, in Light Industry and Food). State investmenb v¡as to

ciouble over the firsl p1an, and worker producLivity was to
increase by 1507" " The leading sectors hiere to be energy,

fuel, bullding material-s, machines, and chemicals.

Durlng the course of this pJ.an a maj or reorganl zaííon

took place within the planning system. This invorved pri-
marily the granting of much more authorlty to the Associations

I i{. U1bricht, rrDie Gegenwaertige
neuen Aufgaben der SEDrrr Zur Geschichte

Lage unci die
cier Deut s chen

Arbeiterbewegung o DieEz, 196-0; p.-EU
2 Cf. H" l.,iuel_fer and..K. Reissigr gg. git_.r pp. lB0-236Arso, Peter \lrtzscherling 'rZunehmender Dïriffimus- ôder

Ausbau des neuen oekonomischen Systems?tr , V.H .iJ.i¡. , Nr. Z,
L969¡ pp. 227 -25U.
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of State Enterprises (VVBs).1 Betrveen 19qB qnd 1958

seventy-four such associatlons had been formed, but they

had acted }argely as adminlstrat j-ve bodies lvith lltt Ie real"

por\rer to originate or influence economj-c p1ans. In I95d

they became an essentlal part of bhe planning

process (See lrigure II-1). This involved, in effect,

a slight decentralization of the pJ-anning process, a step

1n the direcLion of more radical" refor¡ns undertaken in

1963,

In 1958 the Second Five Year Plan was discontinued and

transfor¡ned into the Seven Year Plan (fg59 - tg65) "2 Reasons

glven for thls r^rere that by bhis time long-run plans for

the perlod beyond 1960 had already been developed, and ühe

Soviet Union was beginning ifs own Seven Year PIan in that

year, It was felt inportant to coordinabe the timing of'

the East German plan wlbh the latter"3

The Seven Year Plan was a very amblbious underLaking.

Its stated goal r,\ras to Íncrease bhe per-capita production

of many industrial and consumer goods to the l-evel- of 'vr/esL

Germany and other capltalist countries. The share of

1 qB¿J¿ 1958¡ Þp.

2 GBL. ï , L959, pp.

3 H. IvlueLler and K.

117-120.

70t1 ff .

Reissig¡ 9.. 919., p, 306
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consumer goods as a percenL ot

to be raised trom 597, to 67/,,

vestments and exports vlere to

Gross SociaL Product was

at the same time that 1n-

be great ly j-ncrease d . 
1

The splrlt of optimism on which this plan was based was

pantly the result of unusually hlgh rates of growth in the Gross

Soc 1aI Product 1n :.g5T and 1958 fif, and Lzf' respectiveJ-y ) , r'¡hich

had exceedecl the plannerst expectatj-ons " The raþe of growth in

1959 itseLf was a very encouraglng II/". However, by 1960

the growth rate had dropped to 6%, and in f96L, the year of

bhe bulj-ding of bhe waIl, the growth rate fel-l to 4%,2

Many reasons have been given for this sharp

reversal.3 Part of the problem undoubtedly was the

vigorous land coll"ectivlzatíon progran underbaken in 1960,

a step not envisaged in the Seven Year PIan and strongly
resisted by many farmers. This l-ed to a marked increase

in emigrablon from Bast Germany and forced retrenchments

in other parts of the economy. It proved to be extremely

dlfficult to come up with the pÌanned investment funds, the

average increase being about 7% lnstead of the hoped-for

L0,5%. At the same tinre there were frequent complaints

1 Peter

2 Horst
der t¡/irt s chaf t

3 ïbid,

l'fltzscherling, 9p. cit. r pp , 228-229 ,

Seldlerr "Dle Gegenwaertigen Grundtendenzen
Irilbteldeutschlandsrr, \fHt'/F, Nr. 2, 1965, p. 234.

P. 238.
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that existing capital assebs were being used. very
lbadly.- By the end of L962 the sibuation proinpted

radically new planning proposals from econo¡nisLs and

government leaders, leading bo the abrogabion of the

seven Year PLan and the estabLishrnent of what became

known as The New Economic System.

THE NEW ECONOIfiC SYSTEI,{: r963 LgTo2

The New Economic System as conceived in L963 had

many importanb facets " rts theoretical basis reflected bhe

dÍscusslons thab had taken place in the UoS.S.R,, East

Gerrnany and other soci-aÌist states in Eastern Europe,

centering around the reform ideas of the Soviet

economist E.G. Liberman.3 These ideas invoLved a baslc

reorganization of the planning structure, anci a new

system of incentives.

1 See W. UlbrichtIs cribicism in "protokoLl der
15 Tagung des zk der sEDrr, lrleues Deutschland, March 24, Lg6z,

2 officiaL documenbs outlinlng the najor reforrns ofbhÍs perlod are found aE the end of tilis secllon. otherreferences to the voluminous literature on the subjecbare glven in footnotes ancl in bhe bibliography.

3 Llbermanrs ovln ideas may be found in Engrish in
Wghq-sgv-ieb P:essn vo]. 14, ocb. 3, Lg6z,¡'or bibl-iographlcal notes and thé lmpact of these ideas onijast German econo¡nists and planners see Janes R. Elliott
and Anthony E. scaperl-andan rrBasL Germany r s Liberman-type
Reforms in Perspective", Qqarterly Revieiv of Econonrics andBusines-s, Autumn 1966 ¡ p
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Accorcling to Libernan and his colleagues plannin¡;

would he lnost effective if it procee<led from the bottorn

up¡ instead of from the top ciown. The government should

lvork out a rational- system of prices, f ref Lecting the

relative marginal costs of goods, and permlt each firm

to set up its production and sal-es proposal-s based on

those prices. The state itseLf woulci exalnine each enter-

prise plan and. make certain that the realizaLion oÍ' al-I

plans combined r^¡as feasible ancì in the publi-c interest.

In addition, it v¡ouLd conti-nue to re¿ulate such important

economic f'unctions as investnent, consurnption, and govern-

ment expenditure. It cou1cl a.lso continue to regulate quite

closely the production of goods consiciered crucial for the

economy. l.'Jithin these consLraints the government wouLcl

permit planning to emanate fron each indiviciual enLerprise.

A new Íncentlve systen v¡as also envisaged. i,lanagers

and enterprises r^¡oul-d no longer be evaluated on the basi-s

of gross productlon (knorryn as I'Tonnenideologiet' in German)

but on the basls of prof lt. The prof it made by each f ir;¡i

r^rould depend on the abil-ity of that firm to seLl the gooos

whlch it produced, ancl its ability to produce bhern as

I For a good discussion of rational prices, and tire
ciiff iculty involved in deriving them j-n a socialist
system, see H. Kohler, Scarcity Challengedr Þp. 499-506.
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cheaply as possible. Consumers, (meaning primarily other

flrms in the case of production goods) could refuse to

accept goods which did not meet their needs and

specificatj-ons. The stress, therefore, was bo be on the

ef f icient manuf acbure of " hlarenproduk tion'r ( goods easily

sold).

In addition, the firmr s profits would be related to

capital assefs and investnent. Bonuses to workers and

management would be based on the rate of profit in relation

to capital. The idea was to encourage firms to use their

capital resources as efficiently as posslble.

Such proposals lvere discussed by economisbs and

planners in East Germany }ong before 1963, and formed the

basis of the new systern developed fn that y"u".] The nei{

system in East Germany involved a maj or reorganization of

the planning structure, a net{ Lype of pricing systern

(introduced gradualJ-y ln the foLlorving years), and a new

systern of lncentives to encourage more efficient producüion

and the more efficient use of capibaL resources.

I Already in the mid-Fifties Professor Friedrich
Behrens and Dr. Arne Benary had proposed a radicatly
de-centralized form of planning, but their ideas found
1lttLe acceptance. See Jean Bclívard Smibh, Gerrnany
Beyond bhe i{a!L, p. 96, and Gert Leptin, "DãFTñõle
ffiitòm'tqítte].deutsch1ändsi,inK.C.Tha].heim
and H .H " Hoehmann, v,iitlqghre{trre-formqn_irr_q_s!guro-gq,
pp. 113-119.
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Planning ruas decenLralized in East Germany in
- several- rtrays " First, the Associations of State ünter-

prlses (VVBs) r,vere given far-reaching powers in the plannlng

process, assuming general direction over ti:e activities of

the individual state enterpri-ses (VEBs). In a sense

Lhis represenbed a simulbaneous upward and downward move-

ment in authoriLy. Prior to this the VEÌ3s had been under

the VVBs adminisEratively, but financially and economicalJ"y

they vrere directly accountable Lo the appropriate central"

government body. Thls dual relationship between factories
and ûheir controL ageneies was considered a naj or problem

in the old system. The VVBs found that they couLd not

effectively influence producti-on and day-to-day management,

while the central authori-bies were boo far removed from

fhe VEB to give it good direction.

The solutionn and the first step in the decentraLi-

zat,ion process, hras to give f he VViSs both adminlsf rative
and economic funcLions, to make them lndependenb, seIÍ'-
balancing entibles, creating their own lnput-ouLput

bal-ances of resources and production. By 1964 elghty

VVBs were put on such a paylng bá.sis. This number has
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slnce been lncreased Lo ninety four.l

The WBs took over all of the financial dealings

between enterprises under their command and the cenbral

government. For example, a part of the VEBé net

profit r^¡hich previously vrent into the state budget nol

wenL bo the VVBs " Investment outlays previously

assigned out of the state budget r,sere now derived largely

from the profibs of the enterprises, rvhlch were handled

by the WBs. In effecb, bhe General Directors of the

VVBs directly controlled about bwo-thirds of industrial
production in big socialist concerns, and indirectly,

through trproduction-groups'r (Brzeugnisgruppen) they r/lere

given general control over smal-Ier sLate concerns and

private enterprises as l¡el-1.2

1 The appendlx to f he ori-ginal guidelines shov¡ed
ühat decisions involving input-output balances wouLd
change their frequency from L963 to 1964 (because of bhe
neüt system) as f ol-lov¡s:

L964
o

80u

Rexln, tt Recent
JuIy , 1965, p.

Reforms in East Germanyrrr
304.

State Planning Commission
Natlonal- Economlc Council (Iater
changed to industrial mlnisteries)
Central- VVBs
District WBs

220
500 2 r 040

33 47
It ls clear that the role of bhe state planning commission
was changed drastically from decislon inaking to plan design.
Ivlore decis ion maklng was envi.saged f or the Nat lona] Economic
council, bub especially for the centrally organized vvgs (see
K "C " Thalheim, Die r,,tirtschaf t de_r Sorvjetzone in Krise und
Umbau, p. 74,

2 lvlanfred
The I'Jorld Today,
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Bight ner^I industrial- ministries rvere established

at the ]Ith Congress of the Central Coinmittee of the S.E.D.

ln December, tg65.L Through these ininistries the

government r.ras able to maintain general control over the

allocation of lnvestmento credit, and the operations of

the annual plans, At the same ti¡ne these plans underwenf

considerable modification" Their scope v¡as reduced to

the point lvhere they covered only 250 major products, or

about three products per each VVB. Thereforeu whj-fe

control on top has been tnaintained, the constraints have

been eased very sharply and the VVBs have a much wicier

control- over production than before 
"

Subject to approval by the VVB every factory can

work out the list of goods it intends to produce. Tt can

only produce those goods for ivhich it has a contract,

holever¡ so that produeti-on is governed not only by the

plan but by direct contractual- ties with the purchaser,

Thus, under the nerr system, bhe VVBs are responsible

to the higher bodies of lndustriaL management, and the

lndivldual enterprises are responsible to the VVB. MosL

l- These hrere, and are: Primary Industry; l'rtining¡
i{etaIlurgy, and Potash; Chemicals; Electro-Technic and
Electronlcs ; IIeavy Machinery and Pl-ant Construction; Pro-
cesslng I'.iachlnes and Vehicl-es; Light Industry; and DisLrict-
Led Industry and Food Industry. An additional important
mlnistrv, for lviaberlals, Ì^ras created as a watch dog over all
eeonomlc sectors. (G.B"L. TeiÌ I, Nr. 5, L966r pp, 53-56).
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investment and production decisions are made through

negotiabion beti^Ieen the latter and the VVB, while annuaL

planning goals and long-range perspectlves are r,¡orked out

primarily betrveen the sbate lninistries and the VVts.

Certain crucial flrms and products still- remain under the

direct control and direction of the central authorities.

The decentralization invoLved in glving rnore poi\rer

to the VVBs vlas accorcpanied by regionaÌ cjecentralizat,ion

as we11. AII district-orienteci f irlns ( including products of

the food and refreshment indusLrV¡ and products somewhab

unique to a partÍcular distrÍct) tvere placed directly under

district or county economic councils, which in turn receivecÌ

much greater autonomy bhan before.

The nature of these changes j-s lllustrated in
Figure II-l-.

Flgure II-1 a Íllustrates a part of the annual

planning process in industry, viz, how stabe ciirecLives

aye passed down from the Council- of i'{in-isters and the

state PLanning conmission to the industry rninistries and

eventually to lndlvldual enterprises (follow arrorvs wibh

the thin l-ines ) . The nurnbers in the diagr"arn indicaLe

the basic steps that are taken.

1o Early in the year precgdinlå the 'rplannlng year"



IìIGUIìE II-1

r&'

OUTLINE OF PiìOCÌJDURII iìOR DSTAi]LISIIING

ANNUAL INDUSTRIAi, i'LANl

a) Issuinß of StaLe Assignmenbs

5T

Sbate

Group ngs

li

-l
I

I
J

signmentsAs

I9

Æ-----'
lOtfier I'artnelrs
I to Aqreementl
lJt . q. Ijlank I

-e È:31ÊnrnenrsEry
--- ,Agree¡nen|s

@-s
L

A
-___-__-v

I Adapted from material- prepareci by bhe Party Training
Insbitute 'tKarI i{arxrr affiliateci rvith't,he Central Coinrnittee ol'
Llre SED.

2 "Other CenLral tsocliesil incluctès: .SCate Ernployment
anci r,'Jage l:loarcl, the Cent¡'al- Ilank (Deutsche Irlof,enbanx) n State
Investirnenb i3ank, ancÌ seVer¿¿I other vucational-, acadelnic anu
research bo.rrds.'

Council oi' i,lini-sbers

Staûe Pl-anninil

T Industr
14ini-

Iulinistry f'or Dis-
t¡'i ct Ind-usf ry

dus tr

vE3 ( CG)
Le ade rs h ipFirm for '
P roduc t

Districb
Fi n;ns

fffi*,''-åFl
Itions of'the I
Ii'] a_4-p_i n,t_-.ç-g11tg]!åi o,gJùI*_-

Corrnty, Ci
anü P¿¿¡'i s h
/r^,.^,.-i i



T¡T CUR,E II -1 OU'TLINiJ Oi¡ PiìOCEDUJìIi I¡OR ESTABLISi{.tI'JG

ANNUAL INDUSTIìIAL PLAN

b ) EnLerprise Proposal.s ancl Plan Def qnce

Councll of MinisLers
State Plannind

CoinrnÍssio

5ri

r
I
I

n

t4t -------ti !------l r

--Þ

yes

-+
I

4 Le acie rs ili p
i.'irm for
Produc t
.Groupjin6s A

-Þ,@
-Þ¡

I
I
I
I
I
I
I
I
I

-Þwþ PLan Deslgn
A¿Sreernent s

@- rl

or
^F

ncl

I ndus try
ivii ni s tri e

P i-an
Defence

Disl.ri-cu
I c onomi c

P 1an
Delence

PIan
De f'e ni e

VEB (CG)

PIan
De fence

C ouncy anli
ParisnDistrict

i¡ i rms

Pl-an
De fence

VV3
Di s u ricE
Counc'i I

Fi r,ns



59

2n

sLate asslgnments regarding overall goals lor

the disLrict-1ed enterprises and for important

lnvesbment, export and consumer goods for all

lndustry are passed along to the industry

rninistries. These ministries simultaneously

receive recommendabions from other centraL

bodles, such as the investment bank, central

bank, ancl Lhe state employment and wage

board (see the broken lines which inciicate that

constanf negoti-ations are going on, resul-ting

in numerous agreernents of varying duration).

These directives are discussed by the industry
ministries and bhen passed on to the VVÌ3s under

their direcLlon" The insbructions for the VVBs

include, in additlon to their or{n assignmentsu

export and finished goods plans for the districb-
l-ed enterpri-ses.

Simultaneously v,¡ith (2) basic technical, invest-
menL, wage funds, and export and finished goocis

assignmenbs are passed on bo the i'{inistry for
District Industry and Food Industry. (It seems

that exporL and finished goods assignrnents are

forwarded here primarily for information. As (5)

indicaLes o t.he VVIIs coordinaLe and direct the

3.
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fu1f11l-ment of these partlcular direcblves).

4" The Dlstrlct llinistry passes these insLructions,

along with special recornmendations frorn the

Planning Commisslon and other specialized

ministries, bo the Distrlct Econoinic Council ( r,vith

the exception of exporb and finished goods plans).

5" Insbructions for exports and finished goods are

passed along from the VVBs to the District
Econo¡nic Council- 

"

6 " The state asslgnments are passed on frorn the VVÈs

to the large state enterprises under tirelr
directionu C.G. indicabes that they are Central-

Government firms (i.e. stabe firms related
directly to the cenLral government through the

VVBs. )

T. Simultaneously bhe Districb Council forwards a1l

state assignments to bhe firms under its direction.

B & f . irlhile this ls going on, a separate control
over all production 1s exercised by designabed

VVBs through trproduct groupings'r. This is to
guaranbee that aIl_ production pIans, incluciing
bhe productlon of private, semi-private, anci
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dlstrict flrms not otherrvise related bo fhe

VVBs, can be coordinabed and balanced. In

practice a r'leacÌership" f irm is designated

by the VVts for this purpose. The combÍned

plans and agreements are cleared with t'he VVBst

so that the latter have overalL control- over the

prod.uction of the non-government sector as welL,I

Ilaving received the state ur"ignments, Lhe inciividuaÌ

enberprises formulate their production plans, keeplng in

minQ the investments which rvllL be a]]ocated to thetn, their

share of the l-abor force, and the extent of bheir saLes

contracbs. Their individual plans are then correlated

with the state directives and passed upvrard, either to the

VVBs or to the various district council-s " This second stage

of the planning process is il-l-ustrated in Figure II-I (b) .

Again it wil-] be helpful to note some of the important

steps thab are faken.

10. Pl"ans for the production of finished goods and

export products are passed on from the district-led

I Before ir96T bhese'ìp"oduct-grouping" controls seern
to have been exercised largely to assure unifor¡n prociuction
standards, lntroduction of new techniques, etc. Since
then, however, more production control- and maberial
balancing seems to have been cielegated to this sector.
(Cf . Gert Leptln, 9.. 919", p. l2]).
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firms Eo the leadership firms in the producL

grouplngs.

Ll. These plans are forwardecr in turn to the vvBs,

and a perj.od of' negotiabion begins. If the

VVB directors accept the plan it is taken up

lnbo the overall VViì pJ_an. If not, it goes

back bo the leadershlp firm for revj-ew and

revision.

!2, simultaneousry the vEBs forlvard their inciividual
plans to the appropriate VVB, and they are

either accepted by the 1atter or passed back

for revision.

L3" The vvB now for¡nurates a general pran, based on

the plans from the product groupings and bhe

large state enterprises, and f ori,¡ards the pJ_an

to the appropriate rncrustry l4inÍstry. The laLber
either accepts 1t after negotiation or reLurns it
for revision and further negofiablon.

14. The Ministry forwards the flna] plans to bhe

PJ-anning commlssion r^¡hich in turn evar-uates ib
and works out its feasrbiÌlty and deslrabirity.

15 l-7, t4eanwhire a similar process has been going
on between the districb firms ancÌ the vari_ous
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district councils" This plan eventuaÌly comes

to the P1annj-ng Coinmission which, in con-

junction r^rith the Council of ivlinisters,

coordinates iL with the other plans anci wiLh

the goals of the qovern¡iaenL anci issues Nhe com-

bined plans as the offlcj-al- procluction goals

for the coming year.

It rrrould appear f'rom these oiagranis, and frorn

of'ficial statenents about the lines o.f authority in bhe

plannlng process, that the negoLialions between the VVds

and the industry ministrles are extremely crucial- ancì

pracbicaì-Ly f inaÌ " 
f The rvriter lvas given to understand

during personal- interviews l.¡ith economists thaL as long

as production pl-ans are more or less reaLized and Lhere is

no naj or cieparLure f rom state dlrecLives the VVils are

lef't virtually alone. However, if, as apparently occurred

in the Chemical indusbry in f969, achievements fall

behind expecLaLions considerable pressure rvill be exerËed

by the appropriate itlinistr¡¡, and on the latber by the

Council- of l4inis ters .

In addition Eo the planning reorganizatiott just

1 Cf. Oert Leptin, op. cit. p. 129, He observes
tlrat ln the organizational--FefõFñs of L965-66 ttie new
minisLries were asked Lo strengLiren the role of bhe VVis,
but this very assißnment revealecl Lhe superior autirority
assiÉlned to the minislries thelnseLves.
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described, the Nev.¡ Economic System in East Germany led

to a new system of incentives, geared to profits. In

order to facilitate the implemenLation of profit goals lon¿

overdue price reforms r^rere undertaken. Flrst, a radical

revaluation of capital asseLs (Umbev¡ertung der Grund,nittet)

t^ras announced ln January, 1964" These assets had been

greatly undervalued in the past in an effort to increase

capital formatlon. This had resulted in a very uneconorrical-

use of such assets. The reforms carried through raised

the gross asset value of industry 1n the D.D.R, by 52'1 ,

to 105 billion lulark"f

This reform was foll,owed very closei-y by industry
price changes, announced /\pril I, I96U. Ne\tr sales prices

for such products as coa1, electricityp gâs, steam, metals,

sodium and salts i^rere introduced, and Lhese have been

folloled by further prlce changes in subsequent years 
"

tsy 196T a major revlslon of most prlces had been acconplisheci.

The new prices sought to be more rtrationaltt and were

based on estimated L96T costs of production in technically
advanced firms. Because consumer prlces r\rere to remain

constant, while raw material costs had increased appreciabry,

most flrms r^rere forced into cost-saving measures" rn many

I Peter Mitzscherllng, rrZunehinender Dirigismus ocier
Ausbau des neuen Oekonolnj-schen Systems?tt W, Nr. Z,
L969, p. 232.
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cases bemporary subsidies proved to be necessary to enable

f lrms to real-ize a prof it. f This vras novr especially

lmportanL because firms vrere expecbed to pay their own

way (become 'rrentabeLr'), which meant bhat they t^rere to

finance most of bhelr social and industrÍal- invest¡nent

requlrements and their personal bonuses out of profits from

sales, These requirements tvere introduced in stages to
permit firrns to adapt to the netv discipline that tvas re-
quired. Thus, for example, it i,Ias only at the llth
Congress of the Central Committee of the SED, held

December 15 18, 1965, that some of these requireinents

h¡ere lntroduced" This Congress prod.uced a Perspective

Plan f or l-966 IgT0 in r^rhlch all of the maj or reforiirs

rrere to be coinpleLed.

At the present time, then, profit has become an

extremely imporLant element for the Bast Gernan industriar
enterprise, bobir as an efficiency indicator and as a

I Of course, primary industriaL firns supplyingpreviously undervalued resources were nor^r pub on a
paylng basis and subsidies to these firms tjere sharply
reduced or elininated. The resulL was ¿ì net drop in
subsidies ( see l4anfred lvle l-zer, 'tPreispolitlk und
Prelsbildungsprobleme ln der D.D.R.", VH,VF, Nr. 3, 1969,
Þ.32r"

2 For a good discussion of these developments see
Hans Muell-er & Karl- Relsslgr op. gig. r pp, 1l2O-425,
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baslc factor in determining the size of bonus funds and

,1invesbment.- Bonus funds are granted only if the

enterprise has f ul-f 1l-l-ed its production goal ( so thab

the gross output lndicator is still- important) but they

are also tied to proflt" I'lhat is more, the source of

profit is always taken into accounL. It musL arise to aE

least some extenL out of the lntroduction of new techniques

and must be accompanied by bhe i'ulfil-lment of' plans for

exports " Failure to meet export and netnl technology

requirement results in a L5f' cuL j-n the bonus fund, and

another L0% can be cut off if the firn does not comply

with the wage directives of the sLate (countering the

temptation to i-ncrease profits through wage squeezes.)

Hoivever, such cuts can under no cj-rcunrstances LotaI inore

I It 1s actually envisaged that planned investment
for most firms w11"1 be derived up to about 40% out of
amortization funds , 30% out of profit, and 30% frorn crecilt.
Interest rates on the latler range fro¡n 3 - I5%, Arnortization
funds do not come out of profiL but are counted as cosb.
Credits must eventually be paid for out of profits. The
planned dependence on the banks is another conlrol- in-
strument over the flrmls investment. These observations
are based on discussions with Professors Bar!1 and Harder
at the Rostock Economic Institute and rvith nnanagement aE
the Ruddersdorfer Cement vJorks near Berl,in. See also G.
Noerenbe rg, S oz i ali s t i s che lÞl<onomie,r,-.K at e gorlen un.d åe gr:!Llq.
pp. 6o-6r; K
p.Ig z g_q"å_qg-f_fg Ik s e i ggn e n f Ad u_s_t I ie, i{ ab i I i t a t i o n s s c hr i f t,

ehrens, Die j!o]l-elles
Gev¡inns und die Fakboren der GewinnbiJ-dung ln Fe-r -

rlshorst,ffi
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than two-thirds of the planned bonus funcl.l

As stated before, efficiency is cieter¡ninecÌ by

measuring profit in relatlon to capital assets. This

is meant to increase the efficient use of the Latter.

Thls purpose is also furthered by a capital charde,

varying from 1 6%, cal-Ied the capitaJ- fund contribubion
( Produkt lonsf onds ab gab e ) .

Flgure II-2 ill-ustrates lvhat these reforms

mean for the typical industrial enterprise.

Given a certaln amount of flxeci capiLal, working

capital, and labor (1), aL1 of rvhich consfitute the

soclaJ-ly necessary producLive factors, ûhe f irm ivilt incur

certain soclally necessari¡ costs of production (Z) ,

These lnclude the cost of the capital assels used up

(depreciatlon), the cosLs of the working capltaÌ used upr

and wages and salaries paici to the workers. These costs v¡il-L

be determined by the vaLuatlon placed on the capital goocis

and resources and the wage structure. These costs rnay nc¡t be

f he same as actuar f irm costs ( 3) . The ratter rnay inclucle

extra exDenses incurred in a particular enterprise

because of inefficiencies. The price seb for the enterprise

14. Belayev, ttl'ler{ Elements in G.D.lì. Econornic
Planning'r, Nelv Tlmes, Feb, 3, 1965, p. 10.
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ls based on (2).1 If (3) is greater than (2) the fir¡n

will find its net profit is reducecl. If it ls abÌe

to lower ( 3) below (2) it will increase its net profiL.

Depending on actual- costs of production Lhen, the

firm wiLl- realize a prof it (5) v¡hich is a certain percenL

of the totaL output resulting from Lhe productive efforts

of the various factors (4).

Actua1ly, the rabe of profÍt wi11, given the overai-l

fulfill-nent of the productj-on plan, depeno on the price

which the authorities permi-'t the firm bo charge for iLs

producL. In setting the price, bherefore, the authorj-ties

in effect determine in advance a cerialn rate of proflL for

the f ir,-n ( calle a x% of output in the dlagram - see 5) ,

Before L969 bhis price-profit rate was set so as to permit

each flr¡n to cover its actuaL costs, by which was meant

largely labor costs and minfmal capibal replacement costs.

1 Thus socially necessary cosbs for firins were
cal-culated before L967 on the basis of expected cosbs in
bhe most efficient firnrs 1n 1967. pricÑ-flÏffied on a
firmr s proclucts were henceforth designed to cover only
these 'r l-otÍrr costs plus a percent for prof it , Ct. Frecl
I{atho, i^lie_j{erclen Preilq_gqm.1c_þ1b'1 Dielz, ilerlin, 1967, p. 18.
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1For exampler- Firm A might have capital assets of 250 Marlts (l'1)

Its acbual costs might be determined at 100 I'{. aud bhe

firni woul-d be permitted a rcf" profit rabe¡ so that the

prlce for its product would be set at I10 t\1. Another

firm B, meanwhile, might have capital assets of only

150 llu but its actual- costs ivoulci also be caLculated

as I00 it{ and its profit rate seL at L0%, Therefore the

price of lts producL ruould also be I10 l'{. even though it

used l-ess capital (and therefore had lolver socia] costs)

than firm A.

The problem here was two-fold: capital resources

could not possibly be utillzed efficiently under this

scheme, and the firms with lntensive capital production

(A in bhis case) found that they cou1dnl,t replenish thei¡'

capibal adequately because they had to draw bhelr invest-
rnent funds out of bhe same profit rate accruing to a less

capital-intensive firm B. The latter, of course, would be

able to finance its capital needs rel-atively easily out

of its profits and perhaps use too much capitat as a resul-t.

1 The example and sone of fhe analysis is Laken
from Fred Matho, 9.9." 9f!., p. 37. An excellent survey
of the debate surrounllTñg this probl-em is found ln
lvlanfred Melzerr'rPreispolitik und. Preisbildungsprobleme
in der DDR'I, VI{FW, Nr. 3, 1969¡ pp. 3I3-353. Socialist
economists i^rere rel_uctant to adopt such a price policy
partly because it appeared to grant 1,o capital assets
lndependent productive value r ä posÍt j_on repucliated
by Marx.
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l,'lany economists v{Éìre avrare of this problem ancl by

f969 it r.Ias decided thaf a price (and with it a profit

rate) related to the capltal neecis of a given firm shoulo

be lnsbituted (calted the 'rfondsbezoí:ener Preisr'). It is pro-

posed that the profit rabe used in establishing price shoul-d

be a certain percent of the capiLal assets (or a;nixture

of capital assets ancl t^tage costs) , not a percent of acbual

costs as calcul-ated previousl;r, Thus, if the same rate

was established solely in relation bo capital assets in

our previous example, f irm A woul-d aclcl I0% of 250 iq to

its 100 Mo actual costs, and sell its product ab a price

of l-25 I'{. Firm B rvoul-d add I}f" of L50 lvi. (capitaL assets)

to lts actual- costs of 100 M. and selI its product for

115 iU" Firm Ats profit rate r'¡ou1d be hlgher, enabting

it to replenish its investment reserves, and the difference

in price would more nearly approximate bhe difference in
cost.

Before any of this profit can be used for the fir¡n
itseLf,1t musb pay to the sLaLe a capital charge (C¡'p)

(6) ranging from 1 - 6% (calculated on the basis of total
assets). The remainder can be considered net firm profit
(T & B). The firm rvill generally al-locate this in the

follort¡lng way: Parb of the profit w111 be paid bo the state

as a net profit bax (PT); another part (IR) is designabed

for investmenb reserves, becoming part of the socially
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necessary factors of production, while a third part (f'gF) is

the Firm Bonus Fund, to be paid to workers as a special

bonus at the end of the year. The capital charge and the

tax on profit sent Lo the state (9) v¡ill be included in the

state budget and may serve partly as invesbment funds for

lmoortant industries and products. The flrm may supplement

its or,ün invesbment funds (IR) through bank l-oans, lrut

these are usually very short terrn and must be paid back,

including interest, out of the fir¡nrs profit.

These major changes in the East German planning sysLem

could be expected to have substantial effecbs on economic

growth and consequently on the sbructure and regional dis-
tribution of industry during the 1960, 

" " 
I

nature of these effects will be examined ln chapter six,
follor^ring a revlew of planning changes in the foreign

trade sector and an investigation of actua] structurral
change s .

1 For an Bast German accounb of problems encounLered
ln the new planning systen see ivianfred Boettcher, "Where
Do We Stand hlith Bconomic Planning ln the Neiv Economic
System?rr, Ea,Êtern Burgpsaq Econoqiqs, r/oL . VI, irlo. 3,
PP. ?9:?A,bis 1979, Dietz,1966.

The extent and
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OFFICIAL DOCUI'IENTATION FOR I,IAJOR REFORMS ITI THE NE!^J

ECOI'IOMIC SYSTEÌ4

1. Bq!;ic 9gidelines fer the Nevr .S-yåtem: GBL II,
Nr, 64, 1963, p, 453. Announced JuIy 11, 1963.

Al-so note : P19tg]!9.!1 dqr_Yqlhald]-u¡_gqqlþg_t/!._

Parte-itages der r9ED, (Minutes of the VI party

Congress of the SED) L5-2I January, 1963, VoLu¡nes

I - IV. Berl-in, L963 "

2 o Decre_e Cglrcerning fi,4qncial Relat jr-on-sþips iJebw-çerÌ

VVBs qn__d_YB,Bs: GIIL II, Nr. 84, f963, p. 65t"

Announced Sepbember 5, 1963.

3. OIler Colcerning the All_oc-atiop_ of prgfits ilr the

Firm: GqL II, Nr" 84 0 f 96 3, p . 65j. Announceci

September f1, 1963"

4. Price Reforms:

a) The Re_gqrgegigl_gf tepital_As-sets: GjlL II,
Nr. 14, 1!6 4, p. lIB. Announced January 30, Lg6tl .

b) Further Price -changeq_ensl thei!__.Implemgpta.tion:

GBL I!, IIr. 82, l)66, p, 53j. Announced July T,

1966.
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c) Introductlon of Capitq.l Fund-l3ased pri,ces:

GÞL I, Nr. 9, 1!68, p. 223, Announced

April 28, 1968.

5. Investment Reforns:

a) General Guidelines for Investment in the Nev¡

åV_s:qm: GB_L II_, Nr. 95 o t!64, p. 785,

Announced September 25, L964,

b ) 'Fgtth.er De_cree_Cgnegrniqß_t1qg_,Lnterprise t s

Rgspoqg.Lbilll¿;þt l_n_ves!.gq{LL: GBL II, Nr. 49,

Lj66, p. 301

c) The Use of g cqB¿_Lgl_gh¿req: GilL IL, Nr. I9t
1967, p . f 15 , Announced i.'ebruary 2, 1967 ,

d) Lhe Flrg's Respons_ibi_I-Ui[ for lqves_tmeq!_in

1968: cUL II, Nr. 68, 196'/, p, 459,

Announced June 15¡ L967.

5, ¡'urtn_e_r_0rg?n!ggti_erral, anq- _!.lg:Uj-[A_-ChqnAq g:

a) crea-b-i qn _e! þSlglry_ _illinig'Lrie_s__gng_qlher Ref ormå:

9Bt. I, Nr. 5, 1966, p. 53.

b) Ri$h_t"s anq_Lri-vileggs of LhS, r¡iiå: GìiL II,
Nr. 2I, 1967, p, L2l-,
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c ) Gqi de l i_ne r _{ g t_[] r94e r,P l an qi n g_-qriq_æ_v 
_e l.qp'mq.l1!_ :

qåL_ r!, Nr " 66 , l-96 B, p. 454 .

See also ProU¡kql] der Verl:a-nd1_ungqn des VII_-,

lqftqrlAees_d¡rg SBD (t4inutes of the VII Party

Congress of the SED), April 17-22, t96'l;

VoLumes l- IVu I3erIin, 1967 .
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I SPBCIFIC INDUSTRY PLANS: 1959-T968

Tire period 1959 to 1968 t'Ias raarked by tr^ro plans:

The Seven Year PIan, effective fron 1959 to 1962, ancl

the Perspective Plan which l-aid dov¡n the major guidelines

f or bhe econolny from L963 bo L970 (the so-callecl 'rÌ'Jew

Economic Systemrr) .

These plans generafly spellecl out fairly clear

production goals for industry, especially for bhose sectors

consiclered to be the pacemakers f or all ind.us try .f Th"

outpub objectives for these sectors required caref'uI

planning of investlnent and manpol'Ier allocati-oir, tvhlch,

hou¡ever, v¡as not outlined as precisely as the goals for

production. In this section we v¡iLl summarize the basic

production goals and examine rnore closeJ-y the plans

developed for labor and invesfnent.

In both plans energy¡ ffietallurgy (in its second

processing stage ) , chemical-s, gelleraf macÌrinery, veliicles,

electro-technical and precision tool-s and optics r,Jere

considered most crucial for the econorny and were assigned

specific output targets, especially in 1963. The glass-

ceramics subsector was considered imporbant because of

1 For a more
see Gerhard SchuIz,

cieLailed oescription of such indusLries
o_p. ci!. pp. 20L-2I7 .
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its export potential and ibs relatively efficient use of

capital-. \,'Iibhin these subsectors several product group-

ings, lilre plastics and synthetic products in chemlstry,

roLled sbeel in ¡reta1lurgy, several types of rnachinery

(for foods and light inclustry) in the general machÍnery

field tvere pinpointed at various tines for special con-

sj-deration" In more recent planning these have been given

ttkeytt numbers¡ treceiving special attention from the central

planning authorities . 
f

Table II-3 summarizes soÌne of the specific oubput

targeLs for sectors ancl subsectors from 1959 L968 ano

Tabl-e II-4 does the same for various producb groupings.2

I F'or a l-ist of such iterns for" 1968 see Die't'IirtscLaft, lrlr. 5L/52, 1967, þ, 29, and fc¡r L96ÑO
l] " Pieplor,v, VoIksv¡ir'_bgchÊrfLqptgngng, Hochschule f uer
Ökonomie, B

2 Sources: i'J. U1bricht, The Age of Social-isn Has
Begun in German[e Report at the-SÏ O,
ffi963. Verlag Zeit im i,ild, n.d. pp" 23-
39 and 50-58. RudoIf Reichenbêr.g¡ Sbruktur un4_l,Jjr_cåstujl
der Abteilr{ng_en I und II im Soziallsinus, Dietz, L96ð,
pp J9-60 andffiãrT" xarí n"irsig,
i{irtschaftswunder DDR, pp . 314-315.
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TABLE

PLANNED PRODUCTION i]Y

II-3
SECTOR AND SUBSECTOR T959-I96U

Sector or
Subsecfor

Planned
Average
Annual-
Percentage
Growbh
l-959-r962

( Approximate )

Planned
Av-erage
Annual
PercenLage
Growbh
1963-
196E

Planned
Index
of
Growfh
L963
1968
( 1963 =
100)

PLanneci
Change
in
share
]_963

1970

PRIÌVIARY INDUSTRY
Energy
Iqet al-]urgy
Chemlcals

IV]ETAL PROCIISSING
General l4achinery
Vehicles
E 1e ct ro-Te chni c a 1

Precision Tool-s,/
Optics

LIGHT INDUSTRY
Glas s-Cerami cs

FOOD-DRI}Ii(-TOBACCO

ALL INDUSTRY

10"0

10 .0

7.7

5.6
9.0

9.4

ff.5

3.0
12.5

2.4

7.0

145

131
154

t57

L72

116
180

112

140

8.5

8.5

9"5

y3-r6/,

35-42"Á

66-T 0r"
of GSP

1 Source: See f.n. 2, p. 77,
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TABLE

PLAN¡IED PRODUCTIOI{

I I-4
OF SELjJCTED GOODS rg62-Lg6ô I

Product Planned Average
Annual Percentage Growth

r963-L96ð 
"

( Approximate )

Planned Index
of Gror¡¡th l-96 3-
L968
L963 = 100

Plastics
Synthetic Flbres
Rolled Steel-
I'lon-Consumer Elect'roni cs
Semi-Conductors
El-ectricity (kwh)
i'4eat
Butber
Refrlgerabors
l,lashing I4achines
Furniture
Automob i Ie s
i'4achines for Textiles
Printing i4achi ne s
Ivlachines for Foods
Machines for Light Industry

b.J
16,5
4,7

20 .0
33.0

T,O
2.0
0.9

L2.5
2.0
)o

l-6,5
B.B
6.8

12.0
7.0

L35
2L5
L26
249
400
140
110
105
180
110
r15
2r5
t52
t39
t76
140

1 Source: See f.n. 2, p. TT,
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Tt is clear froin these data that a pri-tne goal of

East Gernan planning durÍng the 1960s vüas to encourage

the rapid growth of the i;letal Processing sector (especially

electro-technicats) and Primary Industry (especial-ly

chemicals). Planned grovrth raíes for finished consumer

goods, found largely in Light and Food Industry, were

considerably lower.l It was a specific object of' the i-963

plans to increase indusbryts share of total materiaL

producbion from 66% to 70'l!, and the itletal Processing share

of total industry output fro:n 35f, to 42"/'.

Pl-anned annual rates of growth for the varj-ous

sectors, subsectors and products, for bhe period 1963

l-970 have been used to derj-ve a planned index of grov'rth

for the five year perlod 1963-I968. These planned results

can be conpared later v¡ith act,ual" achievements in this five

year period.

Employment and j-nvestntent policies are formulated

by central planners in such a t^Iay as to achieve these

proouction goa1s. l^Ihile specific employment goals are not

available, several policies have been developed to assu.re

1 The sharn drop in planned grovtth for Lhese sectors
.from 1959 to l-963 is especial.ly notabt-e.
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the proper allocat j-on of labor.

policies are being used:

At least four types of

1.

2.

Vocationa] training and counselling in the public

schools is used to encourage students to enber

those fields in which expanded production is

being planned.

At universities and advanced technical schools tne

student is guioed into a specific ]ine of t'¡ork

after his second year. After that point his

studies are t'Zielgerichtetr' ( vocation oriented) .

The student is told specifically abouL the nature

and location of several jobs and musb choose

from the options given to him. The state planning

commlssion prepares the l-ist of options for the

schools, based on 5-year projections of employ-

ment needs 
"

Higher salaries and Ï,Iagesr and the promi-se of

larger bonuses, are also used to Inove people

from one industry or Location to another anci to

encourage the most promisin¿ young people to

take up employment in the Dace-making inoustries.

The state planners instrucb expanding Í-irrns

areas l,¡here productJ-on cutbacks are plantred

3,

in

Lo

4.
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to take on the rvorkers who are put ouL of

worh by such cutbacks. Thus, in the Cottbus

region, ¡naehine and electro-technica] fj-rms

expanded production and employment to absorb

the workers who had becorne surplus tirrough

cutbacks in lignite procluction,l Through

such policies, and others, the state consciously

a]Locabes l_abor in such a tvay as Lo achieve its
output goals.

Invest¡nenL plans are forrnulaLed in simil-ar vrays.

several important sbeps in invesbment planning can be nobed
)

here: '

1o Each year an analysis is made of the existin6
capital asset structure.

2. An analysis is made of capital-output ratios in
various industry sectors and subsectors
(ca11ed the Grundfondsintensitaet) .

1 This information is basecr on a personal interviev¡wlth Professor Ekkehard sachse, Director of' bhe rnsû1tutefor Labor Econornics, Hochschul-e fuer oekononie in ]lerj_in-Karl-shorst.

2 source: IJ.J. Hicke, vorksvrirtschaf tsnr.anunA.
Lehrbrief 6, tlochschure fuer o@rg6ñ'pp. t9-21.
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?
)a The capital-output ratios for each branch are

fittecl into the output plans for that branch.

This results in an esti¡nate of caplLat asseus

needed to achieve next yearrs proouction 6oa1s.

Expected repì.acemenL of capitaì_ is acÌcjeci bo the

final esLi-rnate, and inventory hold.inss are sub-

tracLed.

The state planners then balance the 'r neecÌed,

invesLrnentrr with'rfeasibl-e investmeflt", bhe

latter being basecl on expecbecl enberprise prof ius,
the provisions of tlie state bucigeL for capital
accurnul-ation, the a¡nount of harcf currency

avail-able fc¡r the impor.babion of invesL;¡rent
'ì

goods, etc.- If a baLance cannot, be achieved

revisions wil] be nccessary, either by lowerln6

the clenand sicle ( e . g;. f orcing f irlns bo loi^rer

their capibal-oubput rabio) or by expanciing the

supply side ( clecreasing social consutnption and

increaslng bhe rate of capital_ accu¡nulation).

4"

I In 1968, the staLe planned to spend 7143l.jmil-lion l'{. ( out of a budget of' 5 8 r 9 L6 .g milt-ion ì,4. orabout r3il") for i-nvestment, researòh, and price supporbsin cruciar industrial- sectors ( cornputer cjeveloprnent,
atomic research, ner'J chemicar ororlucLs, etc. ) . tn á¿oiti_on,enterprises rvere expecteci to come up i,¡ith 7 r 4 31. j rnil_l_ion r,i.
gyt._9f net prof its to finance invest¡nent, Díe lvirLsciraf't; ir¡;.5L/52, 1967, p,3l-.
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5. Afber a balance is achievecl, investment plans for
each industry branch are cievised. This invol_ves

the all-ocation of direct state investment funcÌs

to cruciar industri-es, the arl-ocation of bank roan

funds by region and industry sector, and the

setting of profit and amortization rates by wÌrich

firms can creaLe their ov,¡n funds.

ïn this complex fashion the state
arrive at investmenb decisions which will_

realization of the productÍon goals that

planners finally
permit the

have been set.

l"n the case of both Labor and investment pranning certain
speclflc goals may be laid down for a given period. Thus, in
the case of Labor the L963 plan called for an illcrease of
6ffi ln labor productivity betu¡een 1963 anci LgTO (or about
|ln bebween 1963 and 1968), hrithout sucir increases the
producLion plans woul-d not be reali-zed.

Investment planning has been shaped by the dJ-sproportions
caused by bhe division of Germany after the war, by the
emphasis on heavy industry, and by a marked failure to
increase capital productivity. specifie goals have been

formuLated in the light of these problems.

It. has been noted by Easb Ger¡nan

the period l-95I-I955 lnvestinent of about

planners 1;hai; in

3Z bil-lion ¡narks
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resuLted in an increase in national- inco¡ne of about ZI billion
marks" rn L956-L960 an i-nvesbmenb of al_most Lv¡ice bhe

previous amount, about 63 bilÌion marks, i-ncreased national
lncome by the same amount as before , viz, zr biltion nrarks.

rn the period l96r-L964, 66 birLion rnarks investinent

resulted in an lncrease of national income of only 10.7

billion marks. This drastic f all in investnrent prociucûivity
has greatly affected investment plans during the r960s.1

Decisions have been made to increase investment; inore

rapidly in metal processing and in light indusbry where

there seems to be greater capibal productivity. This was

to be accorTìpanied by corresponding decreases in certain
sectors of primary i-ndustry where capital was being used

lnef f iclentry " Hol,¡everr oo specif ic , capital grovrLh, 6oa1s

Ìvere estabrished and ib lvilr be interesting to see whether

the decllne in capital productivity r¡ras arresued or reversed
fhrough these measures.

The basic investment goal of the New Econoinic s.¡sbein

r\¡as to increase investment lry T .5% each year fr.o¡l L963 Lo

I r'/. ulbricht, probr-e;nq des lerÞpektivpr-anes n_!g lpl!*Report at Lhe llth,congréss oF bhe-¡ãn#ãl--eaffi" or rheSED, Decenber I5-IB, Ig6j, (Die>z 1966), pp. if_Sú.
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have resulted in an increase of abouL 441,

all inoustry betrveen 1963 and 1968.1

1 Gunther_ I(oh1mey, a l-eading East Ge::rnan econornis!,interprebed the 1963 plans to mean that ilincreased ãutput'is to depend more upon the inrpr-ovements of technicaL-
econo;nic coefficlents than upon lncreased investrrìenLsrr,G. Kohl-rney, "Economj.c Gror,;th ancl Foreign 'Irader , The
Amerlcan Reviel of Soviet and Eastern Eu ,WËffi



CHAPIIJJì III

trO}ìETGTI TìIADE AIùD R]]GIOXJAL PLAI.JI,IIj\¡G

The previous chapter deaf t tvitÌr l,he history and

ob j ectives of the jiasL Gerllan planning sysLei:r. r,J€ ìr.rve

seen that the r¡raj-n concern of East Geriran planner.s ìro,s

been to create a stt'ong natj-onal econoriìy with ¿Jn ef'ficient,
r,vel-l--structured inciusLrial- base.

Hoi¡ever, vihile their overriding concern has ì:een ¿)

national one, East Gel'u¡"rn planners have .rlso been l.e¡jpot'Lsible

f or Lire deveJ-oprnent of their country t s f oreign ti,acle ani.l

for the esbablishrnenb of various bypes of international-
ti-es. 'Iheref ore to uncterstancr uhe planning sysLerrt orìu. l,lust

enlarge its scope to include ûhe 'vhole sphere of internatj-onal-

econornic acf ivi ty .

AL the saÌne Line naLional econo.iiic plarrnin6 llcìs no.cl.

importanb intra-national or regionaJ- impì-ications. Tire¡ei'ore

î'Íe v¡if I exarnine, in adciitir¡n to the f orei_gn 1,r¿ite secLot', Lhe

exienL bo v¡hich regional probÌerirs r,¡ii;Liin EasN Gel',;iany rìave

been tacklecl by the economic planners.

A. THE DBVELOPI,'IENT OF FOREIGN TRADE AND INTERNATIO},IAL

c00PEnATr0¡{
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Before the vlar the area of East Germany vlas an

important exporLer of textiles, light rnachinery and pre-

cision goods, chemicals, published material, manufacbured

consumer goods and such agricultural- commodities as

wheat and sugar products. Its imports consisted primarily

of industrial rar^¡ materials. The largest part of its trade

was domestic tracle, i-.e. with the rest of Germany.

In the period since the war intra-German trade,

as wil-I be seen in chapter V, has been replaced very largeJ_y

by inbrabl-oc trade, partÍcularly with the U.S .S .R.

Trade wlbh the ilotherlr Germany is now only about L0% of ibs
pre-war magnitucle. f

During this period East Gerlnany has continuect to

export and import many of the prewar cornmodiLies, buû

lt has lntensifled trade in some of Lhese and added others.

rt has become a major exporter of rignite, mining machinery,

precision machinery, industriaL chemical-s and potassium

products, office equipment, electronic equipment, rail-
way rolLing stock, and printing machinery. rn addition
1t exports cerbain types of heavy machinery, and specialized
products such as furniture and v¡ire and cable. rL imporbs

1 stephen I'i. i{irsb and Leon Lelis, ilaslc Dgta on the
Econgmv of_the sovig!-Z_gne qf Ggrrnany, u.S.ffi
uommerce, I,'ebruary, L96T, Þp. lb-I9;-
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largely such rar,v materials as sulphur ore, iron ore,

bauxÍte, hard coal, crude oil, cotton, paper pulp, and

foodstuffs.

Trade has been growing rapidly, ât an annual rate of

about 7% sj-nce l-960.1 ft is aLso highly organized., being

run by a state monopoly¡ as is characteristic of' foreign

trade operations in most socialisb countries, AnnuaL trade

plans are d.rawn up by the i'.{inistry of Foreign Tracle and

Intra-German Trade in cooperatlon wibh the State Planning

Commission and the various Industrial l,,linisbries To

some extent¡ âs wilf be noted shortly, the AssociaLions of

State Enterprises (VVBs), and in some cases individual
enterprises, have aLso been drawn into the planning process.

Up to recent times the basic purpose of trade was

to obtain f or East German consunLers, i-ncluding inclustry,

those products r.¡hose quantitity and/or quality fell short

of East Gernran needs. This as we have seen included a

v¡ide range of raw materials for industry as werL as food-

stuffs and technicalÌy advanced products from both east

and ivest. since East German planners were subject to very

poor credit arrangements with their trading partners, both

in bhe sociaList bloc and i_n western Europe, and since

1 Ibid.
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their curreney ls inconvertible, the export tracle has been

conceived of largely in barter terns. Thls has l-ed one of

the leading East German economists to observe:

rrExport rvas essenbially a means of equal-izing the
balance¡ âtr offset factor in the bal-ance of paymenbs
or of trade. 0f course, we did engage in production
especially for export, but its principaJ- function
hras not to raise nati-onal productivity and to nake use
of the lav¿ of comparative advantage by exploiting far-
reaching international specialization of the processing
industries, but, rather to a large degree, to pay
for lmports. Thus, quanLities exported were_more
importänt than the profitability bf export."l

This meant that East Gerntan planners were oriinarily

concerned. with bhe planning of imports, and one of' bheir

main pt:blems was to balance such Ímport demands with the

amount of foreign exchange made available by exports. i,rihen

thi:; had been determined the lrlinistry of Foreign Tracie

together r,¡ith the State Plannlng Commission would altot bo

each Itlinlstry for Industry and. to the other pl-anni-ng minlstries
a share of the total.

Until very recently al_most all actual t,rading was then

conducted by 29 tradlng organLzations which operabed und.er

the leadershlp of the l''{inistry of Foreign Trade. There u/as

I Gunther KohLmey, I'Econo:'nic Growth and Foreign Trade"
The Arnerican iìevierç of soviet and Eastern European Forc.ign
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often littIe direct connection betv¡een these or6anizations
and tire vvBs or state enterprises which actually procìucecl

the export goods or used the lmports. These trading
organizations are still rargely responsibre for the trading
that takes place. Each organizatíon is in char¿e of cerbain

designated conmodities or services and is headed by a

General Director lvho is furly empourerecl to sign trade con-

tracts. rn addltion there is a chamber of commerce 1n

Berrin lvhich helps to set up trade relatlons with new

trading partners and generally acts as a pubric reLations
agent for the state"

Since the incepbion of the llei^r Economic System

in 1963 attempts have been maoe to relate the forei¿;n trade

sector much more directly Eo the enterprises v¡hich are

most heavlly engaged in it. Definite i_nstrucbions were given

to the lvlinistry of Foreign Trade in 1963 to draw the VVBs

directly into the planning and. conciucL of foreign tracie, bub

several years later very Little hacl seerningly been done

about ib.1 onry a feiu special enberprises, such as

1 compare the_guidelines set down in the Lg63 prans.(GBL, parr rr, Nr. 6ú, 1963¡ pp. 4TZ áno 4g¿_Ug¡Í ñirhaffiõst idenric ár insrrúcrioni in rhe Lg69_to- piá;å ïäur,Part rI, lrtr. 66 , I96E r ÞÞ. 446_44g) . s"é ,v. ûib;i"ÀÈ ,"criticism of the sl-ov¡ pace of reforins in probre¡ne des
f+q: ¡ pp.5s-6q. n;ffirves,nowever, Lhat in East Gerrnanytra consiclerable numberrrofproduction enLerprises thave been glven permission to deaLdlrecbl-y r^rith foreign export-import f irms.r' iiñ" o"ganizationof Trade,in !h" European communisb Nations oo..rr in phlLipE. Uren (ed.¡, East--þJest !ra{e, p. 4{J.
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Meissen china, and Carl Zeiss, optics, were authorizecl to

manage their own exports. The planners are attempting in

the peri-od 1968 L97O to relate more Wils and certain

large enterprises to the planning and conduct of foreign

trade pperations, along the lines indicabed in Figure II-1.

In the past decade the East German attibude to

forei-gn trade has undergone significant change.l In

general, the importance of trade, not just as a stop-6ap

measure to flll rnomentary needs bub as a method of making

the natlonaL econorny more efficient bhrough international-

specializatfon, has been recognized and stressed. As the

East German leader 1^Ial-ter Ulbricht said in L967 ,

rri¡ie can no longer talk aboub lmports and exports as
necessary evils. Such a way of thinking prevents us
from realizLn;¿ the great potenbial and opportunj-ties .
which are found precisely 1n the forei¿;n trade secLor.rrÉ

One might expect to find, therefore, a noticeable increase in
trade 1n bhe past few years as compared to earlie¡' periods.

1 For a discussion of sociallst trade
generaÌ see A.A. Brown and E. ÀleubergÊrr (eds

!heory in
.)
of California,International Trade anci Central Planning, U.

:r'ess Iyoo, ancl l. . vaJ ü4,
Socialist Economy, Corvi
rESS râh a..ida. The Rol-e ofe of I,'oreiÂn Traoe in a
ocialist Economy, Corvina PFess, ìluñþãrt; f9

2 QuoLed in iì.
Der Abteilungen I und

Reichenberðr Struktur und i,Jachsturn
II 1m Soziali
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Further, a consclous efforb has been made to change

the comrnodity composition of trade in keeping with the ner4r

and broader objectives" rmport needs are no longer defineci

simply in terns of temporary gaps or emergencles but ln
terms of thelr long-run contrj-bution to natlonal econonic

growth. This has leo to a deliberate effort to increase

the imporLation of modern machines and equipment ancl to

take advantage of advances in foreign technology through

licencing agreements. This has been supported lvith the

explanationr'ti,/e are irlporting a piece of bechnical

revoluti-on.ttI The extenL to whlch this h¿rs acüualIy

occurred in recent years r^¡il-] be examlned in later chapters. 2

Attempts have also been made in the past few years

to develop a more rational pricing system for foreign trade,

similar bo, and partly based oflr the price reforms in the

domestic market. Up till now there has been no <lirect

connecbion betleen prices paid to East German enterprises
for export articles produced by thenr and. the price actualry

I W. Ulbricht, ProbLeme cies perspektivpl-anes bisr9To, p. 60.

2 Recently the i,Jest German Econom ies Pilnister KarlSchill-er announced a traqe agreement be
whlch woul-d increase annua] trade in ma
equlpment anci vehicles by I5O% betv¡een

tvieen the two Ger¡nanies
chlnery, electrical
1968 anq I9'15.
Dece¡nber , L968, p. T ,

The Ameri-can Revlerv of !,asL-r,Jest Trade,
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received 1n the final export sale by the, traclj-ng organization.

Nor rvas there such a connection between actual costs of

imports (as experienced by the trading organÍzatíon in its
dealings with foreign selÌers) and the costs charged to bhe

home enterprise v,rhich used the import " This created

numerous i-rrational possibilities.l attempts are being naoe

to base foreign trade prÍces on actual production costs, to do

ahlay with trade subsidies and make individual- home enter-
prises bear the full brunt (or reap the ful-I benefits) of

discrepancies betleen home costs and foreign prices.2 The

value of foreign trade has been given since 1963 1n Val_uta

I{arks¡ or bhe vaLue in marks at v,¡hicl: the good is actuarl¡r

bought or sold, not the value accruing to the individual
producbive enterprise. The aim is to reduce or eliminate the

difference beLween these two values.

I Thus, Frederic Pryor shows how an East Gerinan bradingoxganization mlghb end up with an apparent profit by exportinta good whose real- domestic production costs were 40ó ivl. in
exchange for the lmportation of' a good whose rear cionesLicproduction costs hrerg only 200 M. (The communist Foreign
Tra9e-.lystem, p. L01) .

2 For a good discussion of pricing probl-ems and.recent attempts at change see H. Koehrer, EconomÍc rntearabion
ln_thq Soviet lloc, pp. lB2-191, and K " 

'p
i--- --a":_ ¿-t

lil!?cfal_uslltegration_ ryitteldeutschlands r pp . 206:Zõ'8.Ì_g{ldr_rsllce grar ton_ .r:tEEetdeurschtg:Irds r pp . 206_20 g
òpec1aI probrems connecbeci with intra-Ger.,nan tracÌe arediscussed in i(. Holbik anq i{. Myers, postvrar Trade inDivided Germany, 1964, pp, 4l-54.
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The Devel-opment of International Cooperation and plannin

Throuqh COI{ECOIT.

what has been said up to bhis point concerns the
generai- devel0pment of foreign trade in Easb Germany

since the r^¡ar, incruding its organization and commodity

compositlon. During this period of inbernal- reorganizabion
the foreign trade sector of EasL Gerrrany has afso under¿one

significant externar reorganization. since the mid-i.ifties
Bast Germany has reori-ented its foreign trade in a fundamenb¿rl_

i{ay through participation in the Council for Mutual Econornic

AssisLancer or COMECON.l As a unit,ed Nations Report

observes,

I'vJhereas foreign trade acLeci in the precedlngas a link between the production of inäivioual-1t nor^r becomes a f unctÍon of thelr co-ordinaLeoproduction,tt <

phas es
counbrÍes,

ïn other wordsr âr'r abtempt has been macre, through a formar,
soclalist i-nternabional organization, to plan bhe proclucLion

.of ibs nembers in such a hray as to optimize total output
for the entire region covered by bhe organization, Trade

I rt is caLled the Bat .þgr Gegenseitige i,Jirtschaf,tshirfein ùei-m¿nr or nGlv.

2 Economic IntegraLþn -and Industjllg]_@
* ] fo_r i¡iutuat jiconornic
å9?rl!1qce, iileiv Tork' l9ir6;- p .--T, rñrerr'ñTo -Tl.o.r .tñr-point on as u.!v. Report" inã quotecr-rernarÌ< applies i;o ar-r-members of CõiTE¡õiil=--
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between these partners is to become a function of
prociuction speciali,zation which such maximization

output implies.

cOi4ECoN has not yet developed to the point where it
is accomplishing this but it has arreac.iy had an important

beari-ng on East German planning and bhis importance v,rirl_

likel-y increase in the future.

COMECON l^ras organized in ]vioscoi^¡ in January L94g to
encourage econoinic cooperation between its six founciin¿

members, Bulgaria, czechoslovakia, Hungary, poland, iìomania,

and the u,s"s.R. Albania and East Germany became members

in 1950 and Mongolia in L962" Arbania has ceased partici-
pation in the council- t s worÌ<, vrhiJ-e yugoslavia has been

associaf ed with it i-n a loose way sj.nce L965. Ilorth Korea,

North viebnain, cuba, and the people I s Republic of china have

observer status bub the ratter has not participated in
the work of COMECO¡J in recenb years.

Before lgss the activlties of coùLicoN vüere largely
confined to the promotion of mutuar brade, parbicularly
in the form of long-term trade agreemenbs v¡hich were con-
cÌuded b1J-aterally. Thus it 1nf ruenced the inl,ernational
di-vlsion of l-abor only lndirectry throu¿¡h lbs promobion of
trade. rn addition, scientific and technorogical

the

of
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cooperation r'¡as encouraged through the granting of
Licences and exchanges of technical plans. i{hire these

exchanges may have resulteci in substantial savings,
especlar]-y for the less industrialized countries who vrere

building up their lnciusEry, they rnay also have contributeo
to the esbablishment of Íclenticar industries in several
countries, resulting in uneconomical ciuplicablon.f

At the seventh meeting of the CounciL in lgj6
an attempt was macle to approach economic cooperation in a

ner\r r{ay. rnsbead of inf luencing the inLernational divisio¡r
of l-abor indirectly through the pronotion of trade, a far-
reachlng decision v¡as made to estabLish commissions which

woul-d shape production pLans v¡ithin menber countries in a
adirect vray ,c

These commissions were bo

delegations from member countries

each lndustry branch and staffed
experfs. In addibion to research

consist of permanenL

, fed by the minister of

ivith highly qualified
the commissions were

1 U.N. Reporb, p. 8.

2 H. Koehl_er, Op. cit " p. Bg noLes that the SixthPLenum in December, LÐ5r-ñãd är"eãoy planned a mul_tirateralcoordination of productlon for 1956_60 for such lterns asauto¡nobiLes, trucks, tractors, rair-roaci' cars, combi.nes,and other agrlcultural rnachinery. These ptañs raicl thebasis for the organizatíonal chânges of 1956:-



9ò

to engage in the coordination of invest¡nent, .output,

and trade plans of Lhe econornic branch under bheir juris-

diction. The cornilissions thus r,Jere organized arouno

econoinic branches and their Jocation was cleterrnined to soine

extent by the inportance of that branch in a particular

country. The coramissions created in 1956, with their

l-ocations, rvere as f ol-]orvs: l

l. AgricuJ-ture (Sofia)

2. Chemical-s (Ilerl-in)

3. Coal- (VJarsaw)

4. Electricity (l'loscow)

5 . Ferrous t'{etaIs ( i'4oscow)

6, Foreign Trade (l'{oscov,l)

T . Ìvlachine Building (Prague)

B. Non Ferrous tvletals (BucÌapest)

,9. 0i1 and Gas (,fucharesb)

Since L956 further commissions have been establisheci

for Construction (Berlin), Special- Econonlc Problerns (ivioscorv),

Transportation (Warsavr), Food (Sofia), Light Inciusbry

(Prague), Atomic Energy (l'loscow), Coordlnation of Scientific

I i{. KoehIer, 9p.. cit. ¡ pp. 83-g¿i " It tvas f el-t
thaL the commissions would be operating effectlvely by
1958¡ so ühat bhe inpact of Corneconf s ttseconcl stagett can
best be nleasured f roni that date ( I-bid, p . I00 ) .
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and Technical- Research (tqoscol^r), StancÌardizati-on (Berlin),

Statistics (tqoscow), Iroreign Exchange and Finance (i{oscow),

Geology (UIan Bator), Rad.io-technical- and Electronics

Industry (Budapest).

The development of these com¡nissions indicates the

broad scope envisaged for COiviECOhl after 1956. Two types

of lnternatj-onal- specializatLon were considereci by COivlEC0N

pJanners, f The first tras called interproouct speciali zation

and called for the al-Iocation of the producbion of a

partlcul-ar colnmodity to onq or several- countries. For

exalnple, prirnary 1n<Ìustries \^¡ere to be developed in
accordance lvibh natural- endov,'ments of resources. This

rneant that hard coal- and zinc mining lni¿;ht be concentrated in
Poland, potash and lignÍte mining in East Germany, non-

ferrous metals in Bulgari-a, oil in Rorna.nia, and oi1,

electricity and ferrous metals in the U.S.S.R. The location
of the coinmissions reflects this goal.

The other form of cooperation lvas knoivn as intra-
product speciali zatíon. rt assignecl production accorciing to
certain specifications, such as size or ¡nodel. For exarnple,

I This distinction is ¡nade by Stanley Zeine1ka,frThe Problenn of speciali zabion in cornecon", East Eurgpe,
Vol-, 18, No. 5n l,lay 1969r pp. 9-f4.
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the pro<luctlon of large-scale rorling milrs vras to be

carried out in czechoslovakia and the soviet union, white

small-scale mill-s rvould be built in East Germany and porand,

ile will note bel-ow some of the specific plans¡ either
of an inter-product or i-ntra-product nature, that have been

developed for East Gerrnany si-nce 1956, with their possibre

impact on East German production. rt shourd be noted,

however, that considerable controversy has surrouncled the

developnent of these two forms of specialization. The

first inter-product speciarization, has been resistecr

especially by countries like Romanla since it seemed to impry

that it was to remai-n primarily a raw materi_al producer

supporLing the manufacturing industry of the other Ìnentbers.

This path r,vas officially rejecbed by cot"tEcorj in 1964 and an

attempt has been made to achieve the benefits of inter-
national specializatíon r,¡hiLe at the same tinre permitting
lndlvidual countries Lo build up a strong industrirr base.l

since 1956 the various industriar co¡nmissions in
colvlEcON have cone up wÍth a nurnber of far-reaching plans to
al]ocate producbion among the member countries. some of

I rbld" p. 10" Priority has in fact been given to thettproportio'ã developmentrr of each country wibh therecognition that this v¡oul-cl probably sl-oltr down the growLirof speciaLization. see al-so I'.{ichael Kasu*, comecoã, tgo1,
PP ' 209-Zt4 for bhe sharp debate that ensued arouno thls issue.
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these plans have applled specifically bo East Germany.

Below are listed some of the colvlEcON decisions i,¡hich were

intended to stimulate the production of certain secbors,

subsectors and selected. products in East Gernan industry.l
The effectiveness of these intentions rvill be evaluateci in
a later chapter.

PRII'IARY IIqDUSTRY

a) i¡tining: bhe production of potassiun salts,

urani-urn ore e and l-ignite has been

b ) i4etaLl-urgr':

encouraged 
"

the second processing stage has been

encouraged, including such products

as sheef me-ta1, dig_m:l l,l prqducts ,

speglal. st-egl-s, sqgi-gonduct_ors , zinc,

nickel and inagngsj-um prgducts.

highly processed, based originally
on lignlte and more recently on oil.
Includes especially p14êtigs,

sLnlhet i c f ib_res, syq!,þe'Q_Ls_lg-bber,

c) Chemicals:

artificial fertlJ_izers, pharl:iacegti caI

products, soagÞ_and dyes,, photo-cheiilicals.

L Source: l{. I{oehler¡ op. cit.r pp. L30-133.
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METAL PlìOCESSING INDUSTRY

a) Heavy l.iachine-ry: Hrghfll ryseharyized agto¡1atic

presìision rqachirle .tools, equipmqlt-

for_]ignite ninin¿, sugaq lecbories,
light r_o].]i.ng mills .

b) General lulachi_nery: i4acþi]]qe enq_e*qu:Lpmqryt for
tgxLLJ-eg, qeajl_industrL, p!i¡!ilg ?n!r

paper inrli¿s!,Iy, che.qi-q¿ll-!nci-uqtrlL, and

other lig-ht _ machine_ry " SmaLl v¡heel-ed

tractors and caterpil-1ar tractors.

c ) Velric Les : Dieseå Arrl1-g-1_e_clgo_leqoÍl_cìtjlies , autg.-

ggÞj Lg.å, Ii ght aq4_mglir¿'!:Lrgqks .

d) Ship_Þqif.Ê¡tr_g: ¡nedÍr¿¡[ si_?e9. ocean lrgi;j,hters angl

pas gçnger_ t-inerg, f isþi¡tg_ÞegLg

(after 1962 decreased. emphasis on

Rostocl< shipbuiloing in favor. of Gclansk).

e) El-egtro-technical-: elecgroni.qs lcr sgrvirlij

me_qlranlzation and automati9n,

rgf rlgera'L ors , et c .

f ) Precipion TooLs,/Optics: East Germany to be ilre
main COi{ECON proclucer ( e . g. caLcul_ating

machines, e Ie ctri_c tup_qwrilerg,

cameras, etc. )
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In addition to the multilateral COt'lECON clecisions I,riricìr

Led to the product emphasis above, EasL Ger¡nan tracie anci

lndustry has been heavily influenced by biraterar <iecisions,
especially v¡ith the u.s.s.R. since about 1960 East Germany

has occupied the r-eacling place in soviet foreign tracie.l
the co;nposition of this trade has been very imporLant.
In 1962 fuel anci oi] accounted for about ITf" of Soviet
exports .2 At the same time about T5% of total inrporLs i¡rere

finished goods and about half of these consisted of machines

and equipment. This was refLected j-n East Gerrnan-soviet

trade. East Germany has reried heavily on the importation of
raiv materi-al-s, especiarry oil- and iron ore and has exported
machinery and metal goods to the U.S.S.R.

trade

kind

cover

This trade has been based on

agreements with the U"S.S.R.

was concluded on November ZI,
the perioci L960-Lg6:_.3

a series of J-ong-term

A maj or agreelnenb of this
1959 anci was intencied to
called for East Germany

the System
American Revieiv of

IT

I I. Duimul"en, rtThe Soviet Union 1nof International Econolnic Relations", Tfr"Soviet and Easter!._Ðq¡ppearll"".g¡àÀ T"æffi Vol. f;lrõ;-I-,

2 D. Fokinr. "Soviet Foreign Trade in l-963",Vol-" l_, lrlo. 3, p. 42.

3 Neues Deutschland, November zz, rg5g. Quoted inPritze!' tatio@cnen
tr 196ó, p"-?[T.

K.

Ibid,
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to import hard coal, iron ore, rolled steel and pipes, o11,

raw wool, and timber, in addition to 34r000 small trucks.

East Ger;irany v¡as to export to the U"S .S .iì. ¡nac_hi_n-e_prgdqqb-s,

refrigerated tlain-gars aqd trucks, autg.lnobi-l-es, ocean

I-igry.g_5., paqs-enger_Êhill, and flsfúg vessel-s, cement

f?gtories, mac-Ulnes lor the Foo*s_industry, Chenlse]

i¡rdqstty, and for Ligh'L _industry_, in acidition to numerous

special steel product s . This agree:nent was supp le¡nented

by further negotiations in i{ay, 196I" which caL}ed for the

exportation of diese_L*rno:Lgls, diesql vehiq!es, tr.í!.in_cerq,

agricul_t q{AI machingly and egglpment _.lcr_g_o_rnmq¡r:þet ions .

Further Lrade j-n these types of products, for the

period L966-L970, was establisheci bhrough the l'rien<tship

Agreement of June L964, wirich resulted in lont-term trading

arrangernents in Deee¡nber, 1965.I One woul-d expect that Lhese

agreemenbs would have had a considerable irapacb on East

German production.

'¡Je can assume then that both

agreements and bilateral agreements

industrial planning in Bast Germany

past clecade. The actual impact of

nu lt ilat eral- COÍ'lECOl'J

have influenced

very ciirectly in the

such agreements, alon¿;

1 Ibid, p. 242.
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i^rith the impact

in the followin6
of dornestic plannlng, vrill be exa¡ninecl

chapters c

B. REGIONAL PLANNING

l'tre have seen that i-nternational econorlic planning

in cO¡'lEcoN was frustrated to some extent by two seemingly

conflicting goals. The first goal rnight be cafLed the
t'proporf ionalrt development of the social-ist community, a

I"iarxist idea rtrhich has co¡ne to mean that each region within
the social-i-st community be permitted f,o reach the j-nciustriaL

and econornic level of the obher cornmunities. Another term

for this is simply autarch¡r or nabionalis¡n. A seconci goal

has been the most efficient development of the entire
community through a high degree of lnternational specializa?ion.
Thls goal has apoarentJ-y been frusbrated by the strong
efforts made by the }ess deveroped regi-ons in the social_ist
community to achieve the first .goa}. rt rnight be besb for
the socialist v¡orl-d as a in¡hore to develop Romania as a

supplier of raw materials, but lìornania l,¡as not r,rilling to
accepL such a position. The goal of "proporbionality" Vras

therefore given the highest priority after 1964.

slmilar proble;ns have come up in regional pranning
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v;ithin East Germany. Here too socialist aims seeìn to

move in two often conflicting directions.

A Czech economist has argued bhat a highly centralized

socialist pJ-anning system will generally be biased against

regional planning. tsy nature, he naintains, Lhe goals of

centraL planners will be national ones: the nnost efficient

growth of the national econony. A1so, by nature their

concerns will- be short-run while regional problems demand a

long-run perspecti-ve . 1

On the other hand, several Soviet and East German

scholars have maintained that a social-ist system is most

able, and most like1y, to ensure the equal developrnenL of all-

regions r,¡ithin its boundaries" In one of the earliest works

on the subjecb 'd.F. Wass jutin set f orth the f ollowing

socÍal,ist principles for regional plannint:

The planned distribution by the state of pro-

duction throughout the whole country. Each

district should develop lndustry on the highest

technical- leve1.

The removal of important econoniic and cuLbur¿rl-

differences bebween districts because of past

1.

2.

L A. Lantay, "Reglonale Aspekte der planungil 1n I{.
ldessely n Prqgleme zentralel_¡llrtschaftsplgggng, I,ii-rnich,
196Tr pÞ
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developments 
"

3. The rational- planning and specialization of ]abor

1n each distrlct. l

Wassj utin argued that a social-ist stabe l-ike tl-le

Soviet Union could best fulfill these principles. This

position has been baken by several East German schol-ars as

well. In a study of the district of Frankfurt (Oder),

Gerhard lvlohs drelv attention to the hray in which state

planning had stlmulated industry in that disbrict a

district which had been relatively undeveloped before the

war"2 H" acknowledged that in the D"D.R. as a whote lnany

districts still lagged considerably behind others in
economic development, and pì-anning in the early postwar

stages had neglecteo this problem. iIolever, he pointed to

several achievennents in this regard in the l-950ts and

expressed optimism about the future direction of central_

plannlng. At the same time he warned that unless planners

actively pursued regional goals the o1d dlsproportions

wouLd remain and might, in fact, be intensified. Still_,

2 lt{ohs, 9p.. cit.r pÞ. 45-48. See also I.G. Feigin,
Die Standortvertãilung der Produktion irn Kanital-ismus und inl

I hr.F. -{ursjutln, T4e_Pas*s of the Distribution qf
Production in Soclalism a ni_c
ueoEraphy (l'tussian) I95'¡. Cited in G. Ìrlohs, Die Industriã-
ffi''E€IIIIIIIIIIIIIIII FF Frant<lurr (Oder), Bert-ln, L962, p: T-fi---.--
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he remained convj-nced that the syster,r of districts created

in the D.D.R. in 1952 had created a basis for effective
regional planning so that wibhin a short time most re6ional

disparities would be overcome.

In a simil-ar stucly G " Schmicit-Rennerf noted several

probl-ems faced by regional planners in East Gertnany. FirsL

of all, it was obvious thab different inclustrial sectors

had very different rates of .¡roi,,rth and i! would seem that

those districts which happened to cloninate the fastest gror,ving

sectors vrould inevitably, unless concrete plans t{ere ¡nade to

change it, grow more quickly than other regions. He noted

further that sociaList economies shoul-d take advantage of

the benefits of large scal-e productlon, but therrconcentration

tendenciesrrof such production night create <lisparities arnong

different regions. It rvas cl-ear that this haci alreadl¡

happened in the pre$rar period, since the area south of

Berlin v¡as heavily industrialized, a.ncl containeo al-most atl
the large industrial- firnls of East Gerinany, whll-e the

northern areas l\rere very largeJ-y agricultural.

I G. Schmidt-Renner (e.cl),
Deutsg.hç- Demokratis ghe Republ-ik,
especr_41J.y pp. o)- /u.

VJi rt s chaf t s t e git grigm,
E-ãFrrñ;Em;
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DespiLe these oroblens Schlricit-iìenner expressecj.

conficlence in the ability of the social-ist plannin¿ sysienr

to overcorne the disparities " Even the concentration of

industry could be planned in such a vÍay as to give each

re¿;ion an equâl share of production. ile noted that nuch

hacl already been clone in this direction. Thus , staLe

f,lanners had seen to it Lhat nel,.i incÌustry vlas developec in
Frankfurt, with bhe opening of the oil refinery in Schweot,

a nevr paper nl-l-I had been opened in Schweot ano a new

instrunlenb factory in Eisenhuettenstacit in Frankf'urL.

Plans \,Jere also being made for nev¡ industry in such northern

agricul-tur"al districbs as,Schr^¡erln, Neu t3randenbür¿: and

Rost ock.

i{owever, other sources indicabe that specific
rrregionalrrplanning may not have been responsible for such

developments. Thus, the develop;nent of industry 1n

Eisenhuettenstadt was due in large ineasure bo its
oroxinnity to the Polish coal fields and to Soviet ore

bodies. The nearness to the Polish borcler also dictateci

the 'ouilding of the oil- refinery at schwedL, which connecced

up wibh the Soviet trfrienciship" oil l-Íne througn Poland.f

IL is also not clear v¡hether the industry planneci for

the northern regions was ever cieveloped on a lar5e scal-e.

1 See A Zaubermarn, Indu*qtrial Progre-ss, o. 189.
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rt is known that rapid. cievelopment ptanned for bhe Rostock

harbor was restrictecl in scope because of COI\{LCON agree-

menLs giving prioriby to a Polish Port. l It is aLso

knov¡n that the planning of very large chemical exports bo the

uosos.Ro necessitated a heavy concenLration of invesbrnenL

in such ol-der distrÍcts as Leip zig, i{agdeburg, anci Erfurt.2

The absence of any specific regional planning in the

guidellnes l-aid doln for the Nerv Economic system, or in any

of the major speeches by government lead.ers which the

writer has read over the past f'er,l years, also l-eads one Eo

think that litble attention has been gtven to regional

development as such. rt is true that regi-onal planning

boards have become very important in the na.tional- planning

system of East Germany, but it is al-so crear that their
main purpose is to coordinate and carry out nationgJ plans,

nqt to overcome posslble regional disparities.3

The real emphasis of I'territoriaLtr pranning as it has

1 H. Koehlerr_99. 9L!., p. f05. priority was givento the Po1ish port of-Szcããõin after specific ofijections f'ro¡nthe Poles to a pranned paralrel deveropment of rìostock.

2 K. Pritzl, Die-.Lirtschaf'tsintgß,raLion
Mittqldeut s chlands, p;ZOT-.

3 See GBL U, Nr. 64, Juì.y fB, 1963¡ pÞ. 462_463 (foran English trñ3fãdion see Eastern Eúropean EconornicsVol. IrI, No. 3, 1965r FÞ, ffi"-- '
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come to be l<nor,vn in East Germany is shown in a recent

special sectÍon of the important economic r^reekIy, DÍe

i,'Ílrtschaft.l This lssue contains several articl-es on

territorial- planning, and the emphasis 1n a1Ì of them is on

the more efficient d.evelopment of the national econoìny,

especially the groivth of national i-ncome. Thus an

arti-cIe by i{. Luedemann describes the extensive research

that has been done on territorial reserves in East Germany,

and his main concern is to shov,r horv central planning can

utilize such territorial- resources more efficiently.

In another articl-e G. Bachmann and I{. Sitkiewicz note

that about 50% of the indusüriaf potential of the D.D.R.

1s found on ]r5i, of its territory¡ and this salne territory

contains more than half of al] the large firms (rnore bhan

1e000 employees) in the country. This infornabion is used

to support a plea for greater concentration of efforts j-n

these areas, not a dispersal- of them or a inore equitable

dis fribut ion .

In an article on ItDÍstrict Infrasbructurestt,

Gisela Lindeman fol-l-olvs a simlLar kind of reasoning, although

she arso notes some other al-ternatives. she notes first

I Die l,Jirt s chaf t , Nr. 19, Ivlay 8, 1969 .
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of alr that if the average val-ue of the infrastructure
( incruding transoortation facilities, highv,rays ancl r.rils,
etc.) for aII districLs in Lhe D.D.R, = 100 then the

val-ue f or solne selected districLs r^¡ouId be as fol-1o'"vs:

Neu Brandenburg = 36

Schr^rerin = 44

potsdam = 6T

Dresden = IB9

Leipziit = Zlg

I(ar1 iyarx Stadb = ZZ3.I

The first three districts are among those generarly
considered most backv¡arcl, and l-east i-ndusLrializecÌ, lvhile qre

last l,hree are among the most industrial-ized regions in Easu

Germany. rt is clear from this that the staLe has not been

building uÞr in the firsL bhree ciistricbs, ühe basic pre-
requisites for indusbry to nearly bhe same extent that this
has been done for the already indusbrializeci regions.

Hov¡ever, the author goes on to polnb oub that funds
have been poured lnto the infrastructure of the lasL three
districts because they can use such a structure mosL

1 IbÍd, pp. B and 9.
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efficiently. Thus, if one rieasures the contribucion of the

infrasLrucbure to national income, and places the averaóe

val-ue of all dlstricts at L00, then the value of the

selected districts is as folIol,,is:

Potsdam = 75

Neu Brandenburg = T8

S chlverin = Bl

Leipzig = 96

Dresclen = 105

Karl l4arx Stad.t = 116

This leads the author to the conclusion that the con-

centration of such infrastructures in heavlly inclustrialized
areas may be the best policy for the state planners to folLolv.

She suggests at the same time, honever, thab similar
efflclencies might be realized in the J-ong run lf population

centres i^rere to be devel-oped in the northern regions. she

notes ln concl-usion that too libtle attention has been given

to such Ìong-range planning Ín the past and that the per-

spective plans noltr being drawn up for the 1970s should deal

with such problems.

It appears from this f;hat regional problems have

not been neglected artogether in Easb Germany planning,

especiaJ-Iy not by economic schol-ars. At the saíne time

there is little evidence to suggest that any serious
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attention 1s belng given to the elimination or reduction

of regional d'sparities. Efforts bhat have been inter-

preted as such can also be interpreted ln bhe light of

international planning or of geographic factors. The

primary emphasis seems to be on the most efficient develop-

ment of the national economy, nob on the proportional-

development of tlnat economy. To lvhat exbent this.assumption

is accurate rvil-l be te.sted in a l-ater chapter atter rnore

atbention has been given to actual economic development

in the various districbs of East Germany.



- CHAPTER IV

AN EiV,iPIRICAL AI'JALYSIS OF STRUCTUIìAL Ci.IAI'JGIS IN

EAST GERI'{AN r}'IDUSTRY, L959 1968

A. The Growth of Employment, InvgsLment, and Production

by Economic-Sector.

This chapter builds on bhe preceding anal-ysis by

examining the actual growth of such econornlc facLors

as employment, investment , lnciustrial- prociucLion, and

foreign trade. SLructural changes are observed, both in

terms of the changing relative importance of' ciifferent

industrial sectors and in terms of geographic regions.

At flrst no reference wiLl be made to the staûed goals

of economi-c planners discussed 1n Lhe previous chapter.

The observation of changes precedes the analysis of possible

correspondence between such changes and economic planning.

Several- assumptions underLie the analysis of this secLion.

One 1s that economlc planners consclousJ-y choose annuaL pro-

ductlon goals for the vari.ous sectors of Lhe economy anq for

the mal or sectors and subsectors of i-ndustry. Seconcily it is
assumed that planners atbempt to al-locate Lhe factors ol'pro-
ductlon, labor and capilal , ln s uch a r^Iay as bo reaLize the

productlon goal-s that have been set. There should therefore
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be a fairly clear correlation in the long run bebween

increases or decreases Ín Labor anci capital within a

given economlc sector and increases and decreases j-n the

output of that sector. Thls is not to rule out sporadic,

heavy infusions of procluctive factors v¡hich j-n the sirorL

run may not be reflecbed in corresponding j-ncreases in

production.

Slnce employmenb figures are not subject to the

vagaries of price, and since they are availabLe for branches

as wel-l- as sectors and subsectors of industry, they are

especially useful as a guide to the intention of East Ger¡nan

economic planners 
"

However, for several reasons the actuaL allocation
of labor and capltal may not refLect the basic j-ntention

of economi-c planners lvibh regard to the growbh of any

particular economi-c sector. As was noted 1n the previous

chapber, planning goals undergo considerabLe adjustinent in
negotiations between planners and industriaL leaders. It is
not too speculatlve to suggest that the persuasiveness and

rel-atj-ve power of bhe participants wi]r help to deLermine the

final goals that are chosen. once declsions are made it i-s

not always easy to carry them out. We have seen, f'or

example, that the reallocatlon of labor in bhe Cottbus

districb, resultlng from the cuûting back of' lignite coal
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producbion, r.Ias carried out fairly smoothly, but not

rrri thout prob lems .

Another probrem, to be exami-necl extensively here, is
that of differences in the prociuctivity of rabor and

capital. A particular sector. in inclustry inay recelve a

reratively large infusion of new investment in a given

periodn not because it is considered more important than

another sector (tn the sense that production here ls to
be encouraged more than elsewhere) but because its capital-
productivity 1s demonstrabJ-y rower. rt is difficult,
however, Lo arrive at a meaningful estimate of vrhat the

capital-outpub or Labor-output ratio ought !o be in any

particular sector" sorne sectors of industry wllL allvays

be characterized by hlgher rabios Lhan others. Furthermore,
as noted before, sharp infusions of factors of producLion
mav lead initially to very high ratios, the rabio gradualry
decl-ining as the plant, equipment, or l-abor is useci ancl

production increases. Thls lat,ter problem may be overcome

aE l-east parbiaÌ1y by comparing changes in productivity
over several years¡ âs is done in this chapter.

Bub this does not sol-ve the probrem of deterinining to
rr'haL extent facLor al-rocati-ons were affected by differences
in productivity. one might try to rneasure how ciifferenü the
allocations rvourd have been, from those actualry carried out,
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1f producLivity (or the factor-output raíio) in e¿¿ch secLor

had been bhe same. This woul<i involve categorizinð those

sectors r^rith a high tactor-outpub raf;io as "lovr

productivity" secLors, and those with a Low ratio as

t'high productivity" sectors. One might then rneasure the

change in all-ocatlon of factors which would result if the

factor-output ratio in the former sectors was Lowered

through producfivity increases to the average ratio, and

the ratio in the l"atter sectors was increased to the average.

This is a very radical assumption, however, ignoring the

basic need of some sectors of ln<iustry for more capiLal

and/or l-abor per unit of output than others. rgnoring this
leads to the mlsleading assurnption that those secNors v¡ith

high factor-output ratios are further rem<¡ved from their
most efficient Lever of production than the sectors wiLh a
low ratio. Just the opposÍte migh! in fact be the case.

The wriber has therefore adopted anobher meLhod of

measuring productivlty differences and their effect on the

allocaLion of resources. several writers have referrecl Lo

bhe probrem of distinguishing beLween allocaLions of
productive factors on the basis of exisbing prorluctivity
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and on the basis of hoped-f or changes 1n prociuc tivity . I llow-

ever, the writer is not aware of any previous attempt to
measure the posslble difference and to assess its con-

sequences " An attenpt is rnade in the following analysls to
measure productivity incre?.ses in the clifferenL economic anci

industrial sectors, regardless of the basic factor-output
ratio of the lndividual sectors. whether a sector is j uclgeci

1ow or hlgh in productivity does not depend upon iLs iniüiaj_
productivity raLio bub upon its rate of increase or clecrease

in productivlty. Those rvith Lower-than average increases are

judged to be r'low producLiviby" sectors and those with above

average increases tthigh productivilytt sectors.

The puroose ls to deternine_hov¡ l_abor and capital-

of increase.2

1 Cf . Ileinz Koehler, Economic Integration in _the
loviet siog, tr+gh o
Deutsches InstituL fuer ,^/iffi[ñg, rtDie
Brutto-Anlagej-nvestitionen der mltteldeutschen rndusLrie
1955 bis 19661', i,Jochenbericht, lJr. 2.3, June 9, L96| ,

2 Planners countecl on an average grolvth of labor pro-
ducbivit,y for all Sectors of abouL 4T-tt5% betrveen l-g6 3 anci l96g(see p. 343). The attain¡nent of production goals has been
f rustrated by the faiture to reach this level. In aciclition, therelatlve aIl-ocaLion of facLors of prociuction belween clir-ferent
GõÏ:o"Fs (and consequenf ly al-so the attainment of reÌative or.o-
ducblon goals) has been af'fectect slgnificanbly UylîfrãTãõt tiratthe rates of producLivlty gror,vth 1n sotne sectors cieviateq con_slderably from the average. The following anaJ-ys1s atternpts tr,rmeasure the signlflcance of Lhese cìeviaLions.for bhe sNructur¿¡Ì
developnent of Easü German lnciustry.

vlould have been aflocated among the sectors if ol-anners coul-o

hage counted_ on- an averaBe inc{ease in factor_productivily in
all- sectors, instçad of being faced by widely dlsparate rates
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Firsi,, actual- increases in invest;lentr eflployrnenL ¿rnd

production have been calculaLecì and grapheci on the basis

of actual increases in prociuctiviby. Then trcorrect,eort

indexes of investment and employrnent have been cal-cuiateo,

based on Lhe assumptions LhaL procli:ction goa.rs remained the

same but productivity increases were rraverage" ( insüeac-i

of below oy above average) for each sector. The

calculations were made as foflows:

The average produclivity of l_abc¡r and capit.rl
(l4arks Neb or Gross Procluct per Ernployeo person

or per, l000 l,farks Capibal Assets)l hras cleriveo for
each econo¡nic and inciustrial secbor.

(Tabl_es IV-l_8, IV-24, IV-31, IV-37. )

An index of growth in Labor and capital productivity
was derived for each econonic ancl indrrstrial_

sector, based on bhe annual chan,4e in average

productivity" (See TabIes IV-I9 , TV-25, IV-j2, IV-Jd.)
€"8. Average Labor Productivity in perioo

VaLue of OutpuL ( t ) Y(r)
= 

-
r(r)

(t) =

No. of ernployees (t)

The grovrth of l-abor proctuctivity ( gL) can be

1 The vaLuation of capltal assets is, o.f cout,se, aver.y dif f lcul-t undertaking. val-ues given in Lhe s . J. D. D. R.are based on the price revisions of 196 j. DeprecffiIõñ-flgures are generaJ-J-y based on actuar capital- repl_aced
though the procedure is not c1ear. ilecause details arelacking the data has been taken at face val-ue f'or thepresenf anaJ_ys1s.

1.

2,
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expressed in

ferns as:

annual percenLage

Y(r)_v.(r-l)
L(L) L(f r)

Y(r 1)

L(r 1)

convertecl into an index

Esrl
fr,ftlJ

where GL = l-00 x 

-ffil

For exampl_e, it !,ras assumed that bhe

mari<s per enployed person aLtributecl Eo

in 1960 (Tabte rv-l9) tncreased by Lhe

average rafe for alL sectors, or by g.Si,

rorit can be

series baseo on year f = 1960

IY(r) x L(])l
= 100

IL(t) x Y(]) j

12,962

inciustry

changes in productiviLy have been expressed ilrrc.ru5h an

j-ndex series in the f ollowing anal-ysis, so tha-
annual changes are always relabed to the avera¿e

growbh of bhe base year.

3. The Marks Net or Gross product per factor per

sector hrere recalculateci on the assurnpLion thaü each

sector had an avelSgg gror.r'_t[ in factor procluctivity
(i.e. each sectorrs grovrLh in factor productiviLy
equalled bhe rate of'gror^,rth for al-l- sectors cor¡bined. )

by

I gL or ijK
ter;ns, ancl GL or

eXpreSS gr-oir'Lh in
Gl( exÐrerss;3r,orvth

prociuctivity in percenta¿e
aS cÌn lnclex nuinber.
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L963, insteacl of by the obser.ved inc¡'ease of

l-5,9% (Table IV-19). If the indus-

trial- secLor had in fact experienced

this lonero average rate of increase in Labor

productivity, planners would have been forced

to al-locate considerabì-y more labor to industry

than actually proved necessary, in order to
abtain the observed l-evel of production. This
Itcorrectedttor pobent,ial increase in the

aLl-ocation of Labor to indusLry is recorcied

in the new employment index, Table IV-l-7"

This indicabes, f or exanple, thât employr,renL

in industr¡r r¡oul-d have lncreased by 5,4/" between

1960 and 1963 ( insteaci of droppin¿ by I.I',( as

sho',vn in Table IV-I6 ) if prociuction

goals had remainecl the same ano industry iracl

experlenced onl:y an average increase in i"abor

productivity. 0n the other handr sectors with

a lower than avera¿qe increase in labor
producLivity, like agriculture, rvoul-o have hao

Less ]abor allocated to fhe:n if uhey haci i¡een

able to increase their prociuctivity to the

average level.

The same procedure '.\ras used to caf culate acuual anu
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ttcorrectedrr employment lndexes for sectors wlthln

indusbry (Tabtes rv-2! and rv-30). This is true also for
the derivatlon of actual- and ttcorrectedtr investment

lndexes e although in thi s case the procedure is soiner,¡hat

more complicated. CapitaÌ productivity was measured by

dividing Net National Product by capltal assets, for

economlc sectors (TabIe IV-24), and Gross Inciustrial Procluct

by capital assets for Índustrial secbors (Tab1e IV-37).

In both cases indexes of actual ner^i capital investment

were calculated first and then recal-cul-ated on the basis

of average productivity lncreases bo give the ttcorrectecirt

indexes in Tables IV-l and IV-2.

The procedure used in developing a trcorrecLecitr gross

i-nvesbment index¡ ofl the basis of average growth in capital-

producbivity, is complicated by two considerations: (l)

l'le are interested in the annual flow of gross investmenL,

but capitaJ- productivlty has been measured in terms of'

capital stocks (output,/capital assets), Therefore, it is
necessary to estabrish a rerationshlp between changes in
capibar produ.ctivitv based on the stock of capitar assets

and the annual, fl-ow of gross investment , (Z) fn
estabrishing a relationship betleen capitar assets and

gross investnent t ãecount must be taken of capi-ta] replace-
ment.
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If Y.(b) = Annual Net NationaL product per economic
1

sector, or annual Gross rndustriar procruct per

lndustrial_ secbor,

Kr(t) = Annual valuation of capital assets per economic

sector or lndustrial sector,

r- (t) = Annual gross invesLment per economic se cEor orl_-

lndusbrial_ sector,

R. (t) = VaLue of capital- assets replaced each year¡ per sector,

gk. (t) = Annual rate of groiuth (or decline) tn capibal
productivity for b - I .c.. T (1960 - f96T)

| = 1 c... n (five economic seclors
and four indusLrial
sectors).

Then: 1) K, (t) = K- (L - 1) + I, (t) - n. (L),1- 1 1., -i.-.'
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anaLysis v/e viill- be using the obs_ervecì avcra.¡{e rate of'

pro<iuctiviby growth Í'or alr secLors anci <lerivinE f'roin it a

coryectesl r<if c) for each;riod. ì,Je then ,!o on ro.L

determine nltt) and rl(t), to ciiscover what f,he annuall-' i\-'¿
val-ue of Sross investmenb woulci have been in each econo¡nic

or industrial sector if the grorvLh of'caplLal prociuctivity
in that sector had equaled bhe avera¿çe rate.

The procedure foll-oived can be il-LustraLed wif h Lhe

fo11or.¡ing example : (sumrnarized in Tables rv-l ancì r v-z) .

Lb..gp. 1: Y- (t) = determined for each sector (y, (I) = 1960).I - i'-,

Step 2:

This equals the actu.al production as recorcleci

in Tables IV-12 and IV-26.

Gk(t), or the average growbh in capitar productivit,y
for all economic sectors, expreíise d as an increx

.1number, * is Laken from Tabl-e IV-25' (years 196I and

I

Gki(t) = Yr(l) x i(.(t)
Substiturine ôk(r) for Gkr(r)

100 [Yr(t) x ki(t)

expressed in index form =

K-(1)J 100 [y_(r)1-
r so Ki(t) =

Icr<1(b)
gives us Equal,Íon 3:

l

gki(b) can be

100 [Yi(t) x Ki(1)J

Yr(t)i

xircl
iôr(r)

2 Economlc
used from here on

where (1) = 1960.

secLors r¿1thln inclustry, are
the procedur"e.

Yi(1)J

sectors, noL
to ill-usNraLe
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7962 r^¡ere calculated separately as indicated

in Tab1e IV-Ì.

Step 3: R. (t) is deLermined in the following steps:
I

(a) It is found for each sector I'rom Lhe acLuaL

data of Tables IV-20 and IV-22 and according to

equation (1) R:.t = Kr(t l) + I.(t) - K.(t).

E,g. for 1965, Rit for industry = K. (U l)

!24 r153 rnillion r,1.

+ I. (t) - K. (L) = 2rT64 miLLion
1L

1l-r00J m. M. I32r392 m.ivl. Mark.

(b) This total is then calculated as a percent of'

the previous yearrs capltal assets. (e.9.

2r76\
x 100 = 2.2% ) This is the f igure f ou¡rd

Lzu,r53

in rovi 3, Table IV-l. IL is later applieci

to the corrected capibal i-ndexes ti<f tt I) I to

deternÍne the anount of capital that might have been



2) Yr(r) v.(r 1)

Ki(b) Ki(r r) Yi(r)xr(.(t r)

r25

1 - 'f rategl(i(t) =

Yi(r r)

R. (t 1)
l_'

If we are given: Y.(t) as the output planning objective i'or
I

sector i for year t,

K.(ü 1) as Lhe vaLue of capital assets int-'
secfor i in the preceding year,

Y.(t I) as the output of secLor i in bhe
l-

preceding year,

and gk- (t) as t,he rate of growbh o.t capital
I

productivity in sector i in period t, it is
possibl-e bo cletermine the required capital
I{i ( L ) by the use of equaLion Z.

K-(t¡ = quantity of capitar assets requireci in sector i, in
1

period t, g1ven the rate of gror^rth in capiûaI
producbivity gki(t) in orcler to procluce output yi(t)

[Yi(r) x K.(r 1)]

skr(t) x Yi(t 1)

As f ormurat ed above, I(i ( t ) can only i¡e f ounci al'ter
gk. (L) has been cleferlnined. rlolever, ln the foll_owln,"



S_t. ep 4_:

l2d

replaced und.er the hypotlretical situation = Hl t t I "

KT(t) = deterinined for each year, using bhe

actual- capital assets in the year 1960 as a

basis and assuining an average increase in

capital producLiviby for each of the sectors

tôr(r) l.

Using equation 3,

E.gn for Industry

rg65,

K. (1) i
l-

Y. (t)
l-

and Productive iiandi cr¿¡f ts for

K. (1)
I

96 r27g
= I35,59 7 Mi]lion t4.

Yi(1)

4r ,24 q

loo IY. (r)
r<frrl

Gk(r)

1{e deri-ve "correctedtr values for for each year.K
l_

Y. (r)
t

(51,930)
Ki(r)

(Gkr)

89"4
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Thls equals the value of capital assets tha!

the industrial secbor would have had to possess in L965,

^given the Gk(b) rabe of growth 1n capltal productÍvity,

ln order to produce Y.(t) value of output.

Ste.p_5-¡ Given the values of f<f f t) for each year , Lg6I
a

L967 and for each sector, the total amount of

Replacement capital tRi(t) I can now be calculated.,

on the basis of Step 3 b. For example" ,fltt) for
L'

lndustry and productive handicrafts in 1965 = Z.Zf,

K;(t 1) = ?2? x 128,193 = 2r-836 mit-l_ion Dl{.' ïm-

(Again, the rate of replacement capiLa] was

calcul-ated from actual data and Ìs now applied to
the corrected data 1.) This is given in Table IV-l
row 4.

Step 6: Having obtained KT(r) ano nltt) it is now possÍbl-e

to obtain lf t t ) = rr corre cbedrt annua] gross invest-
ment for each sector.

tÉ. * * *€,Bo I (t) = K- (t) - K. (t - 1) + R. (t).
ilLi

€.9. Again, for industry and productive handlcrafts

in l-965,

rÊ,;ÊiÊKi(1965) K1(1e64) R. (1965)
,tri(t) = :1351597 1281893 + 2,836 = 9,5tt0 miLlion ivl.
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A nelv trcorrectedrr index of gross investrnent can

now be derived for each sector and compared with

the actual. The same serles of steps is followed

through for each econornic sector and in the sub-

sequenb section for each industriaL sector.

The lmportance of thls type of analysis for both

employment and investment can be ill-ustrated inost easily

with the use of diagrams.

Flgures IV ( a) and IV ( b) il-l-usbrate, otr the basls of

index numbers, changes in employment in five major sectors

of the East German economy: Construction, IndusLry, Tracie,

Transportation and Comniunication, ancì Agricul-Lure. The

index series covers a period of eighb years, from December

31, 1960 to December 31, 1968. The solld red l-ine represents

growth in employment for a]1 sectors combined, inclucling

certain sectors, such as service industries (whose

classlficatj-on was too vague to permit consistent coinparison

ln a]1" of the diagrams), not treaLed separately in thls
analysis. The five secLors treated inolvidualÌy are

represented by solid and broken l-ines. The former represent

actuar gror^rth in employment while ûhe broke,n l-ines represent
tf correctedtr growth patterns as described above. The l_at.üer

permit one to estimate in a rough way how emproymenb mi6hL

have varied if each sector had experienced an average rate







ru2

of j-ncrease in labor prociucLivlty. No broken rine can be

derived fortrall- sectorsttsince the actual rabe of change

for all sectors is equar by definition bo the average raEe.

Actual Ra_te gL C_hange il__Llflptoyrnent

The diagrams illustrate Lhe virbual stagna!1on of
totar employment in East Gerniany betlveen 1960 ano 1968.

An absolute decline after 1960 was arrested in 1963'out it
wasntt till 1966 that the 1960 level of emproynenL was

regained" In 1968 employmenb was still only LOO,3/"

of the 1960 Ieve1.

Two seetors, construction and industry, experienced

a greater than average increase in employrnent over the ei¿;hu

year perlod. The increase in industry was slorv but steady
after 1963, while the employment pi-cture for construction
wa.s much more erratic, decl-ining sharpry between 1960 63

and rising very sharply between l-966 ancl 1968.

Trvo sectors, Lransporlatlon and coir¡nunication, and

trade, showed a general but nob heavy decline ln employinent

durlng this perl-od" The former rose becween 1960 63,

an unusual devlabion from the normal- patbern, but decLj-necl

thereafter, falLing berow the r960 l_evel_ after 1964,

The remaining sector, agricul-ture, exper,lenceci a sharp



14J

decllne in employment ¡ so that bhe level in ]968 t^ras ]ess

than 82% of that in l-960.

ttCorrectedrr Rate of Chanße iIi Employmel-L

The broken lines in the diagrams indlcate that bhe

growth of employnent i-n those sectors which had sl-ight

increases industry and construction -- v¡ould have been

even more marked if labor product,ivity there had not

increased above the average rate" For exatnpl-e, the Level

of employment in industry in 1968 would have been I06f" of the

L960 level instead of slighbly more than L)I%. The in-

crease of employmenb in construcbion would have been steadier

than it actually r{as, rising continuously after 1963.

On the other hand, the other sectors woulcì have

experienced sharper declines in employrnent than they actually

di-d. A certain part of bhe labor force was retained 1n

these sectors because ol'their bel-ow average production

increases. In agriculture ¡ emÞloyment rvoul-d have fall-en

verv sharply betleen 1960 and 1963 (the L963 level- would

have been only BSn of the 1960 leve]), but by 1968 pro-

ducblvlty had increased so substantlally in this sector

that there tÁIas virtually no discrepancy between acLual- anci

ttcorrectedrr rates of change.

Ac-tual Rate of Ch?nge i4 Inv_estmeqt



I4 ¿l

Fi gure s IV- 2 (a) ancl IV-2 ( b ) i ]lus t,ra7e ac Lual- aucl

tt correcbedrt rates of change in invesLment by econoinic

secLor, baseci On absol-ute amounbs. (Index nu¡nbers viere

not used because negative ligures are involved. )

The experience of indiviciual sectors difiered

widely. i3y 1968 the level of actual new investrnent in

industry ì¡ras I64f" of thab in 1960, and Lhe comparabive

figure for agricul-ture i,ras 2L6f". The grolvLh of ûhe tatter

was especially rapid afber 1964.

Tv¡o other sectors, construction and trade, fol-l-oived

an erratic course in invdstntent. They first experienced a

decl-ine 1n nelv investr¡ent betweerr Lg60 atrd Lg63 ( especially

construction) and then fairly sharp increases after I96J.

The net result was bhat the level of invest¡ltent in t,he tr¿¿cie

sector in t96B rvas 3LI/ of thab in f960, and the correspondin;

nercentage for construcLion nas 2:6 
"

Transportation and conmunication had a s lol^¡ buc steady

increase in actual investrnent duri.ng the period ¡ so thaL

the 1968 l-eveJ was L50% bhat of 1960.

rrCorrectedrtlìate of Change in Investrnent

The brol<en l-ines in the diaErams suggest a nuinber of

poss1b1llbies re¿arciing the allocation of invesL¡nent funus
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by sectors' substantíaL lnvestment funds, for exa:rpre,

flov¡ed lnto agriculture because of greater than aver¿ìge

capital productivity decreases in this sector. rn taet,
if agricuLtural capital- productivity had grown at the

average rate after 1960 so much capital coul-d h¿¿ve been

taken out of agricurture thaL investment for that year anci

the succeeding year wourd have been negative, This is
true to a lesser extent for construction as rvel-L. rn
trade corrected i-nvesLment rrras arways positive but less
overaLl- bhan actuaL investment o

c;. ¡l1tar productivity decrined less than the average in
industry and transporbatlon anci communication so chaL
trcorrectedtt investment wouLd have been higher overa]l for
these sectors than actual investrnent.

These resulL s are sumlnal,ized in TabIe IV_3. This
sllorn¡s that if planners coul-d have counbed on average

caplüaJ- productivity changes 1n each sector, investmenL in
industry wou]d have been 68.T% of totaL invesLmenL between

1961 and 196T instead of only 6S.gf; investment in
consbrucbion wouLd have been r.6f" of the total_ instead of
2.Tf'; the share of agriculturaÌ lnvestment rvould have fal-Ien
from 16 '9% of the total to onJ-y g,B%. The share or' total-
lnvestment going to transporbafion and communication v¡ould

have increased from L2,3% to 16,O%, ancl for brade 1t rvould have



T
A

3L
E

 I
V

-3

A
C

T
U

A
L 

A
N

D
 C

O
R

R
E

C
T

E
D

 G
R

O
S

S

sE
cT

oR
, 

19
6r

d)
A

ct
ua

l 
T

ot
al

I n
ve

 s
 ti

ne
nL

i'l
ill

io
n 

i4
.

In
du

st
ry

 
C

on
st

ru
c-

tio
n

b)
 

C
or

re
ct

ed
T

o+
" 
aI

In
ve

st
¡n

en
t

l'1
i 1

1i
 o

n 
l'{

 .

63
,3

74
 

2,
ð3

5

(6
3.

91
, 
of

 (
2,

7/
" 

of
T

ot
at

) 
to

ta
t)

II'
]V

E
S

T
i'î

E
hI

T

L9
6T

A
gr

ic
ul

-
tu

re
 a

nc
i

F
or

es
br

y

c)

'l 
2 
,5

LL
 

r 
,T

 0
9

as
/'o

fa

B
Y

 E
C

O
N

O
i''

,II
C

18
 ,0

 3
9

(6
B

.T
f"

 o
f 

(1
.6

1 
oi

T
ot

al
) 

T
ot

aI
)

T
ra

ns
po

rt
at

io
n 

T
ra

oe
an

d
C

om
m

un
i 
ca

t 
i o

n

(L
6.

9i
; 

or
T

ot
al

)

10
6.

1

I3
,1

18

r0
 ,

 3
09

(L
2.

3"
,6

 o
f

T
ot

 a
l )

60
 .3

19
.ó

i' 
oi

T
ot

 a
l )

4,
60

3 
10

6,
96

9

T
ot

al

- 
/ 

.ì 
rl 

õ
lo

rÕ
o/

(4
 . 

3'
/"

 o
l 

10
0 

" 
0.

l
T

ot
al

)

57
 .L

 
L2

ð.
7

(L
6.

07
 o

f
T

ot
al

 )

4,
0d

6 
10

5r
5o

2

(3
.9

'i;
 o

r 
ro

o 
-o

'h
T

ot
 a

I 
)

du
.r

l
P C

i



149

decllned fron 4,3/" to 3.9%. Thus, very subsLantial

increases would have gone to industry and transportation

and communication, and substantial lnvestment funds could

have been released from agricul-ture (approximately

71770 m11lion Marks), consLruction and trade.l

It must be sLressed again that this 1s only one

way of measuring the impac| of changes in factor pro-

ductivity on econoinic plannlng, bub it Índicates how pro-

found the impact may actually be. Looked aE 1n another l{ay,

1f capibal productivity had changed at an average rate in such

sectors as agriculture, trade and construction, and if

lndusbry and transporLatlon and communication had inainLalned

their actual rate of prod.rcblvlÛy growLh: tro adclition ol'

capital to the latter secLions v¡oulcl have been necessary

in order to maintain the same production levels. This would

have resulted 1n a saving of 4rf37 mil-lion i¡iarks of invest-

ment in indusbry and 31769 mill-ion Marks ln transporüabion

and communlcation - or a totaL saving of 7 1906 million
Marks ln investnent over the seven year perlod.

I The total of corrected invesLment differs by slightj-y
more than Lf, from thab of actual investment because of
roundlng of numbers ln the calculaLions and possibly be-
cause arithmetlc rather than geometric averages were useci.
This lìras not judged significant in lighb of the general way
ln which the results are used here.
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A comparison betvreen actual emptoymenL and actual-

investment trends in each sector ( comparinE Figures IV-l- ( a) i¡itir

I\¡-2 (a) anct IV-] (b) with TV-2 (b) ) also produces solne lnteresbin¿

resulLs. In the case of agriculture and trade ¡ effiPloyment

moved in the opposite direction of investment. Qbviously

in these sectors a major effort was made to substitute

capital for l-abor 1n production. In the case of trade the

rapid lncrease of investment does not seem Lo have in-

creased labor productivity appreciably, as is indicaLed by

the " correctedil employment l-ine l-ying considerably beLow the

actual. 'Ihis prevented al'i even sharper reouction in

employment. f n agricul-ture a somein¡ltat similar result is

evident. Ideally, as we have seenr €üPloyment shoulo have

dropped more quiokly and further than it did"

In the case of construction and industry difi'erent

patterns are evident. lnitially both investment and elnpJ,oy-

ment dropped in consbruction and after 1963 both increaseci.

The sharp i-ncrease in investment evidenf Ìy led to all

appreclable increase in labor productivity so thab employment

rose less rapidly than would obherwise have been necessary.

In lndustry there is a simil-ar patbern. Both investment and

employrnent lncreased after L963 but the lncrease in labor

producbivity permitted a relat,ively smal"1 increase in the

labor force.
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Cha-nges il Net f roduc_t _by_ Sec!.or

Figure IV-3 illustraLes Lhe changes in I'let Product ior
lndividual economic sectors between 1960 and 196d. For aIl"

sectors combined there r{as a sbeady and fairly substanûial

increase in net productJ-on during these years. The semi-

logaribhmic scale indicates that the ra'be of increase rose

slightly after 1963 and has remained virtually constant

si-nce bhab t ime .

All of the individual sectors except agriculbure had

absolube j.ncreases in production throughout the period."

Neb production in agriculture decl-ined absolutery bebween

1960 and l-963 and only reached. the 1960 l-eve1 in l-96r.

SubstantiaL increases beti¡een L965 67 have been somewhat

dampened by a decline in the rate of growth between L96T

68. The rate of increase for most of the other secto¡.s

vras remarkably consEanb after ]963. Construction has

experlenced the largest increase in net prociuction sj-nce

L960 (L56/" of the 1960 ]evel), followed by industry, Lrade,

transportation and communicabion, and agriculture.

Table rv-4, vrhich ranks the five sectors discusseci

above ln terms of j-ncreases in employment, investment, and

net procluctlon is a convenient t^ray of su¡nmarizing the

anaì-ysis up to this point .





153

If one ignores the tractual- employmenttr and tracLual

i-nvestmentrr columns, the rankings of the obher three colunns

are remarkably si¡nilar" In each case the fourth and fifth

place are occupied by transportatlon and communication and

agriculture and the second place belongs to industry.

Construction is first, and trade third, in the "Correcteci

EmotoymenLrf and Production columns, while their rank is

reversecl in the ttCorrected Investmentrr column.

It appears from bhis analysis fhat the rate of

increase of employment and invest¡nent j-n five tnajor sectors

of the East Germany economy was highly corl'el-ateci with

increaseç in the rabe of production. This is especially

the case when ttcorrectedrt invesbment f igures are used, 1.e ,

when the infl-uence of productiviby differences is removeq

from al-l-ocative decislons,

During tire period under ciÍscusslon, enployment,

investment, and production grew most quickly in the

construction sector, foIloled closely by lndustry and trade.

ft might be noted that bhe course of change in construction

v,ras quite erratlc, and that the pattern of growth for
fhe industrial sector tvas more consistent than that for any

other sector. Economic planning in EasL termany has

apoarently ca1led for periodi-ca11y sharp lncreases, and

occaslonal sharp decreases, in construction acbivlty. (Ihe
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reasons for this lviLl become crearer in the discussion of
reqlonal developrnents and in bhe fol-lolr'ing chapter) . on the

other hand there has been a sustained efforL to lncrease
industrial production through increaseci allocations of'

employmenb and investment.

TABLE IV-4

IìAl'lK 0F SBCTORS BY PERCENTAGE TNCREASES, 196o Lg6.l (or 196d)

Se ct or Actual
Employment
1960 to

196 B

'r C orre e te cltt
Employnent
196o bo

1968

Actual- rf Correctedtr Net
Investment Investment proci
L960 Lg6o 19601968 196T 196u

Construc-
tion I

Industry 2

Trade 3

Transporta-
tion and
Communi-
catÍon 4

Agri cul-
fure 5

(r09.9¡

(r01"4)

( 98.4)

(97,6)

(81.9)

I (trr"g¡
2 (106"2)

3 ( 94"4)

4 (93.7)

5 (81.7)

2 (268)

4 (164)

1 ( 31r)

5 (150)

3 (216)

3 ( 127 ,0)

2 (162.3)

I ( 210 .2)

5 (105.9)

4 (123"9)

I (156)

2 (r48)

3 (132)

4 ( r3r)

5 (114)

(Percentage of the L96O level- in brackets).

Finally the relative importance of the ciifferent
economlc sectors can be judged by comparing the proporci-on of
employment, capital, and net product v¡hich can be attrlbutecl
to them in l-960 and t96tj (fg6T in bhe case of capitat asseLs).
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The Table below summarizes these comparisons.

TABLE IV-5 (a)

RELATIVE I}4PORTANCE OF BCO}IOI'TIC SECTOiìS BY

EPIPLOY]VIENT, CAPITAL ASSETS AND ¡]ET PRODUCT

1960 and 1968

Sector Year Percent of Percent of percenû oi'
TotaL Bmploy- Capital Net lJationaL
menb (Table Assets (1960 Product

and L96T (Tante
(TabIe

Industry L960 4l-.4/"
tg6ï 4t . g

Agri-
culture 196O fZ.0

196g f3. B

Trade 1960 lI.6
1968 tL.4

Transporta-
fion and
Communi-
cation 1960 T,z1968 7,0

Cons truc -tlon 1960 6.I
1968 6,7

59,7%
61.1

12.'l
13 .5

5.4
5"4

20,5
LT ,B

I,T
2.2

56 .4%
59 ,7

16.t+
f 3.4

L3. o
L2 .2

'l .0
't .8

5,5
5.1

rt is c.r-ear from this table tha? the rerati_ve
importance of the various sectors remained remarkabJ-y

constant in the eight year inberval-. iiy all- measurements

lndustry i-ncreasecr srightJ-y in importance, so thaL it is
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nor,I by í'ar the mosb signif i cant secbor ln Lhe econoìity,

v¡hi1e trade, and transportation ancl communication,

declined sIightly. Except for capital assets, agriculturers

share declined more sharply than any other secbor. The

construction sector, in line r^¡ith growth rates al-ready

observed, increased its share in the economy.

B) The" Gro_gth _gf nrlp*l p¿nggq ¡:_I_nrg!.tmg.!.gr_and_P_rodugtion by

Industrial Sector. Subsector. and Branch,

Actual and rrcorrectedtr series of employrnenL and

investrnent have been derived for industrial sectors for
L959 to 1967. Again, several diagra:-ns are usdcl to

illustrate these developmenLs for lndustry. The anaJ-ysis

is supplemented ir¡ith the Tab1es found at the end of this
chapter and in the Appendix.

Actual limplol¡menL_Changeå by l.ndust4ial Sectors

The solid lines in FÍgures IV-4 ( a) and IV-4 ( o ) sÌrov,r

actual employment changes for industry from L9j9 Lo

1968. The red line for aLl inclustriar sectors combineci
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indicates a raLher erratic trend.l Ernployment increaseci

from 1959 to 1961, d€clined graclually from 196t to 1963,

and decreased more sharply fro:n f963 to 1964. It began

to increase gradually after 1964, but only a sharp in-

crease from 196T 6E brought it back to the enploymenb

l-evel of 1959,

Actual changes for inciividual industrlal- sectors

show r,vide variations . Two sectors, Primary and i'leLaI

had empJ-oyment lncreases substantially above the inciustrial

average . The j-ncreases f or ivlebaf s l{ere f airly steep, witli

the excepbion of an unusually sharp downturn in Lg63 64,

so that by 1968 entployrnent ln this sc ctor was Il-4.3% of

that 1n Ig5g. Employmenb in the Primary Ind.ustry rose

steadily but more slowly to a peak in L966 (when it was

rc4"6f" of the L959 level), after which iC underwent a

sharp decline to the point where its fevel was slightly

belorv the industrial- average in 1968 (at I00.8% of the

t-959 leveI).

I There are some apparent, but nob very significant,
discrepancies betr,¡een the trend line 'shov¡n here and that
given for industry in Figures f (a) and I (b). These
resul-t partly from Lhe use of dlfferent base years (with
1959 employment being less than 1960) and from a sllght1y
more restricted definition of'employment in this section than
1n the previous one (I{ere emp)-oyment =rrArbeiter ancl AngesteLl-Le'r
instead of the sllghtIy more comorehensive rrilerufsLaetig€". The
disbinction is nob ver:t signlficant for industty). Figures
I (a) and l(b) do not inclicate shifts between 1960-63. Keeping
this 1n mlnd 1t is not difficult to reconclle bhe apparenb
dif ferences ln the tv¡o Lines.
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The Lwo other secLors, Food and Light Inciustry,

experienced substantlal decl-ines during most of the periocÌ.

Employment decreased steadily and substantially in Light

Industry, so that in l-968 it tÍas only E5,6% of the L959

level-. f n l.'ood there vJas an increase in employnient from

1959 1961 and then, after a considerable drop, another

increase lrom L966 1968. In 1968 employment in this

sector was l-01. 37" of the l-g5g leve].

rr_Col'te c-t_e dt'- E_¡¡lp.LgyJngpt_ C[gngg_s b]: I_nJius:LLi al_S e.c.t or

hlhen dj-fferences in labor producbivity grortrth

arerrremovedrtfrom the data, by assuming that al-L sectors

had an average growth in productlvity, it is possible to
form some estinate of hovr ¡nuch of bhe }abor aLl"ocation was

due to the productivity 1'acLor. The broken lines in Iri¿ures

IV-4 ( a) and IV-4 (b ) iIl-usbrate ûhis .

Several interesting resuLts emerge frotn this analysis.
The alrocabion of ]abor to the lvleLaL rndustry, f or exarnpJ-e,

woul-d have been substantially higher than it r4ras in fact.
rn 196T employrnenb j-n this sector would have been rL4% of bhe

1959 l-evel Ínstead of 106,8,1 , 0n lhe other hand, the

allocation of labor to the Primary rndusLry lvouLcl have been

considerably lower¡ or 96,8/, of the ]rg,jg LeveL in Lg6T

instead of about IO41l. ApparenLly, 1n order. to achieve
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production goals, consiclerabl-e labor had to be retained

in the Primary Induslry, because of ibs loler than average

growth in labor productivity, while some labor coul-cÌ

be rvithheld from the }letal- InciusLry because of its

higher than average productivity itrcreases"

Slmilar considerations apply Eo the Fooci Inclustry.

After 1960 there mighb have been a sharp and steaoy

decl-lne Ín employment in this industrial sector if

productivity of labor Ïrad increased by the inclustrial

average. In 1967 employment ruould then have been only

B\f, of bhe 1959 level instead of the acbual- 97 .3%.

Light Industry v¡ouIci have had slightly l-ess elnploy-

ment cluring most of this period if its l-abor productivity

had risen by the average rate ancÌ production goals haci

remained the sarne " llowever, ai'ter L965 productivity

was increasing faster bh¡¿n the lndusbrial average and in
196T Lhe "correctecl" Ievel- of employrnent r¡ias higher than

the actual: 89.If, of bhe 1959 l-evel- instead of

87 .5%,
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rAtsLE IV-5 (b)

RAI'JKING OF I}IDUSTRIAL SECTORS tsY EI{PLOY}JþNT I]t¡CREAS¡]S

Se ct or AcbuaI Employment
( wlth L967 as /"
of t959)

ilCorrecteci Employ-
menb ( 196 7 as f"
of L959)

MetaLs

Primary

Food

Light

1 ( 106. B)

2 (]03. B)

3 ( 97.3)

4 ( 87.5)

1 (It4.0)

2 ( 96.ö)

4 ( 8ö.1)

3 (89.r)

In Table IV-5 (b) r the ranking by actual- einployrnenb incr.c'ases

indicates the priority asslgned to the difÍ'erent j-ndusLriaL

sectors in terms of' l-abor allocation. The Metal-s and primary

sectors received top priority, fo]l-owed in order by Food

and Light.

It is sf gnlf icant, however, that the " correcLecirr

enployment series glves a slightly different ranking ancr

reveals so¡ne other interesting feaLures. rn this series

there is a much wider gap between first rankeci jrleLal_s and

second rankeci Primary sectors. Further, Light rndustry
repraces the Food rndustry as third in priority ranking.

rt is apparent that ranking based onry on acbual increases

in labor al-rocations would have given a mlsleading plcLure
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of real planning priorities for lndust,ry.

f ntrq_-Se_ct.or ,44êLyTLs _ot Employtqenl

In thls section bhe al-loca!ion of labor within

the industrial sectors will- be exa¡ninecl. In the lvietal-

Industry employment rose most sharpl¡r, above the averaóe

for the sector as a lvhole, in the f oll-ovring subsectors:1

1. General Machinery (L967

2n Precision Tools, 0ptics (1967

3. El-ectro-Technical (L967

4. Heavy Machinery (f967

In PLLm.ary. Indqstly employmenb

the sectoral average, in the following

Lzl "6/"

T16,6%

tr6 ,4r"

L09 ,4"/,

of L959)

of L959)

r¡1 1959)

of 1959)

1. lileNallurgy

2. Energy

3. Chemlcals

(T967

(L967

(l-967

r32,7'/'

LIT.6%

L07 ,4/,

rose sharply, above

subsectors:

of 1959)

of 1959)

of L9i9)

At the same tlme bhere \^rere absoluLe declines 1n

1 See Table TV-29, i^iithin the General ivla.qþjnery
subsector machines for the rliebal rndusËFy-receiVeð-Ene
greatest employment increases (295% of the L959 1evel_
in 196_T ) follorved by machines lor the Food Industry(f28,8f") and for PrÍmary Industry (L24.3/,), In Lhã
Precislon Toors 0ptics subsector, measuring instru¡nenbs
and rvatches had increases of employnent by 196T to
I28% of the L959 levef . See Tabl-e A-6, Appendix.
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mlning and ln the building ¡naterials subsector.f

In the Li$ht Iqdustry sector every subsector haci

absolute declines in employlnent betrveen 1959 ancl 1967 but

Glass-Ceramics fe]-l- the Ieast ( 99.97" of the L959 level-) .

The glass products branch wibhin this subsector acbuaJ-ly

had a slight increase in employment,2

No subsectors are gi-ven for the Food Industry but

employment increased subsbanfially in such branches as fish
processing (L30,5% in 196T of l-959 level) and ¡neat

processing ( 107 .2%) ,3 Th"r" resul-ts are correLatecl l-ater

with allocation brends in investment and actual increases

in production.

Actqal Iqy$itlnient Cl'lsnggs _b_y IlduslLrf.al Sgctors

The flow of acLual invesLment inbo various inclustrial

I See Table IV-29. The sharp employment j_ncrease in
lvigta]l.urg¡¡ is accounted i'or almost enLirely by the iron- and

ln hard coal- (74.3%), Employment in lignite coar ancl potash
remained virtually constant see Table A-!, Appendix.

2 See TabIe A-T Appendix,

3 See Table A-B Appendix,

steeL branch. In the Energv subsector elggtricity ãñA-4gg
ãFilThe major components" -in chemicatsïñþTõfñãñT grevr ¡nostrapidly in pl-as'b:Lqq (IZB,57 inTflffifltne L95g tevõ1),
Æ18.6%), and rïÞggl ano qsoãstos soods(112.5"Á) " In lvllqig-g employment oecllned rnosE sharply in
non-ferrous meEãñlnes ( j,T% of Lg59 levet_ in Lg6ll ) anci
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sectors is illustrated by the sol-id. llnes in Figures IV-5 ( a) ancl

IV-5 (b). For all sectors combined there vras an absoLube

decline in lnvestment Ín l-961, a gradual increase frorn L962

63 and a s.harper i-ncrease from 196\-65. The raLe of

increase first slowed dovrn and Lhen Íncreased again between :

11966-67, and this was follovred by a marked decrease in the

rate of growth in 1968. Desplte the latter clecrease the

fl-ow of new investmenL in 1968 was 160,3% of that in L960, or

an increase of 6O "3f, e

Once again the inciividual secbors presenL a varied

picture rvith regard to investment al,l-ocati-on. Iwo sectors,

Ivietals and Food, experienced greater than average increases

througçhout the period " I/ietaLs dec lined in L962, but

experi-enced a rapid growth thereafter, except in 1968.

Hor+ever, ln 1968 the flow of'new j-nvestmen! into the

lletals sector t^ras about 226,4% of' 1960. The growth of'

investment for the Food Industry was even more spectacular-,

especiall-y af ter 1963. In 1968 the f'lorv of new investmenb

lnLo this sector amounted to 399,5"Á of L960.

The two other sectors, Primary and Light Industries,
had lov¡er than average increases in investment durin6

vlrtuarly the rvhole of the eight year period. rnvest¡nent

in Light Industry r,ras increased rira¡naticaJ-ly in 196T so

that even fhough the rate of gror+Lh declined in 196g the
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level in that year vras I'17 .3% ol' bhe l-960 Ieve1, higher

bhan the industrial average " Invesbment in the Prirnary

Industr"y increased fairly steadily between Lr6L ancl 1966,

but there \,üas a decl-ine in 196T anci a sloi^rin¿ dor,¡n of

grolvth in 1968. At the end of that year invesLment bias

I29.9'1 of the 1960 leveI.

rr Corrected'r Investment Chat.i."_q_Þ¿ Industrial Sector

Table IV-z indicates the ilcorrectedrt levels of

investment for each industry sector, derived in the saine

i¡ay as corrected lnvestment for economic secbors. In most

cases, Light Industry excepted, the brend of actual- invesLrnent

is confirmed by the corrected trendr âs can be seen in

FÍgures IV-5 (a) and IV-5 (b) . That is, the industries rvibir

a faster ûhan average increase in invest¡nent woulo have had

j-nvestment grot^r even more rapidly 1f theÍr inc¡.ease i-n pro-

ducfivlty had been as low as the average rate for the

industry, while the rate of invesL¡nent growt,h for the

more s1olly groling Primary secl,or would have been

sllghtl-y loiver- if its decre.ase in procructivit,y had been

as smal-I as the industrial ru"r"g".1 The plcture is
dlflerent for Light IndusLry, Capibal productlvity

r As is indicated in Table rv-3iJ capiLal procluctivity
increased slighbly in ivletals, Food, an.ì Ligirt rnciustries,
whíl-e ib decl-ined quite sharply in bhe primary sector anù
less noticeably for all industry combined.
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increasecl quite rapidly after L964, reversin5 an earLier

trend so that by 1967 its productiviLy increase was

considerably higher than the average rate. i3y bhis lafer
period more investrnent would have flowed inbo this sector if

its rate of productlvity had fall-en to the average

industrial l-evel.

Table IV-6 summarizes a few of the inte¡.esfin¿3

results of this analysis, If capitaJ- productivity in
each secLor had grown aL lhe average raLe e consiclerabl-e

capitaJ- investnent ( about 5 ,238 mil-lion i'{arks ) coulci have

been pui-Ied ouL of the Primary Sector and placed into the

other sectors in Lhe periocl 196L 1967, nhile mainLaining

the production l-evel-s that viere actually achievecl.l The

share of total lnvestmenb al-locafeo bo Lile Primary sectc¡r,

rvould have decreased fro¡n 64,9f" to 56,77;, wh11e ib woulcl

have increased fron 20,9f" to 25,0"/, for the i'4ebal_ Processing

sector and slightly l-ess for the obher sectors. In other

l^Iords, much (above trn¡o-fifths) of the investment baken f'roln

the primary sector ir'ould have been all_ocated. to rnetal-

processing.

rf the Prinary secLor had increasecl its rate of change

ln capital productivity to the average l-ever whire the oLher"

I Once
betlveen t,oLal
(cf. p. 149,

again, there is a
actual and total
1'.n. 1.)

discrepancy of less Lhan Z'i"
correcteci invesbment
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sectors h¿ici maintained their actual rate, oroduction

goals could have been rnet v,¡ith a saving of 5 1238 ¡nillion

i,larks in ¿ross invesL;nent" Therefore, once again bhe

impact of different rates of productivity change on

absolute anC rel-ative invest¡nent aIl-ocation is substantial- 
"

Intla-Sectoral AnaI:/sis of Aqtual lnvestrnent_Changes

Investment fi.gures are not avail-abIe for branches

but are given for subsectors fron 1960-67 (Table IV-3j)
at the end of the chapter) . Since the i¡ood InciusLry is
not divlded into subsecbors no furLher investinent infor;nation

is avaiÌable for this secLor.

ïn I,letals the follovring subsecbors received an above

average infusion of investment between L960-67 |

L. Precision Tools-0pLics (ln 1967, 408.y/, <.rf 1960)

2, Castings and,Forgings (In 1967 , 25L.6'/" of t960)

3. 1,.{etalwares (In 196T , 234 ,9/, of 1960)

4. Vehicles (In 196T , 226 ,O',¿ of 1960)

5, El_ectro-Technicat (In 196T , ZZI.I% of 1960)

fn Li&ht Industry the subsectors receiving greater

than average increases in invest;nent r{ere:



l-. Printing

2. Clothin¿j

3. i,loodlorking-Cultural

(In L967 , 2'17 ,7"/'

(rn 1967, 169.9/,

(rn L967, f66.4,/,

of

O¿

of

rl2

l96o)

196o)

1960)

1960)

l96o)

196o)

Textiles and cellulose-paper \vere just beLow bhe

average 
"

In Primari¡ Inclgstry ¡¡s fol-Ior,ving subsecto¡s receivo.d

above average increases:

I.

2"

I'./Tetal-1urgy

Cheni c a1 s

1. l{ining

2 . Bui l-di ng Ì'{aberial-s

3. Bnergy

(rn 1967, 224,j',/, of 1960)

(rn 1967, LT3.BI, of 1960)

Since this sector laggeci behincÌ Dhe oLhers in nev¡

investnent it is important to note lvirich of the subsectors

Laggeo the rnost. These r^rere:

(In L967, 98,0/,

(In Ig6T, fot.6T,

(rn 1967, IoU,Bf,

of

(JI

of

A comparison betv¡een elnployl;rent and invesL¡nent trencis

i-n each i ndustriar secLor ( cornparing Figure rv-4 ( a) r.vitn rv-5 ( a)

and IV-4 (b) wlth IV-5 (b) bri-ngs out some other interestin6s facts
The decl-ine in einployment for al-l- indusLry can be conLrasLecl

lvith bhe substantial- j-ncrease in investnent, inciicating once

again the marked substiLution of capibar for l-abor in East
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Gernan industr:¡ . In the ease of the lt{etaL lnclustry,

enploy;nent and investment increased to¡5ether, althou¿,h

the for"ler not as consistenbly or near"ly as much as Lhe

latter" lloth labor and capital productivity increases in
th-is industry t{ere above average, the increase in capital
leading evidently bo a very marked increase in }abor

productivlby ( indicated by the diff erer:ce bett^¡een ühe

rractualrr and rrcorrecteclrr l-ines in Figure IV-4 ( a) .

In the Prirnary Indust,r)'employnent anC investnent both

increased beLween l-962 ancl 1!66, af ter r'rhich both began

to fall. Botir labor and capital productivity grevr at

below average rates, indicating that both factors i,,¡ere

overcon;nittecl to this particul¡.r sector.

The Light and Food fgdustries follov¡ed another pautern.

rn the f ormer invest;nenb increasecl, especialry ¿rf ter 1964,

v¡hile employrnent declined, indicatinG a ra<ìical- substitutio¡r
of capltal f or labor . It wasn I t , ho'¡¡ever, unt j_ 1 the

stepped-up capitar infuslons of the post 196\ perioci that
labor prociucbivity began to increase appreciaJo Iy, âs

lndicaled u,t the convergence of the solid and brolcen lines
in Figure rv-4(b). rn the ¡-ooci rnciustry invesL;nenb hras

increased at a rernarkabl-e rate after 1963, vihich fol_1olvs by

only a year a fairly rapicl ilor^¡nturn in einoloyrnenL. Here,
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hov¡ever, bhe inf'usion of investment did not Ie¿icl to an

increase in the rate of growth of labor productivity so

that even firore employinent might have been putlecl or¡L of'

that sector.

Analysis of Changes in Gross Production b:¡ Industria]
Se cb or Subsector and 3ranch (Data: Tabl-es IV-26 ano TV-27

at end of chapter, and Tabl-es A-1 Lo A-4 in Appenclix.)

ProducLion Lrends in inclustry for 1959 196d are

ill-ust,ratecl in Figure IV-6 where trencl l-ines are cirawn on d.

seni-logarithmic scal-e " The f igure inciicates, f irst of arl,
that gross indusLriar production for al-l sectors cornbi.neci,

represented by the red l-1ne, grehr at a very sbeaciy rate
during the whol-e interval (at an average raLe of 5.gt: per

annurn) . A slight slov;ing doivn of the rate of gror,vLh was

observable in 1964 and I96d. At the encl of 196'ð gross

production was 164,Tf, of the 1959 Ievel.

0n1y one sector', l4etals, greui faster bhan bhis , ãt
an average annual- rate of grolvth of 7.6/". Grov¡th here ,^rcrs

also very steady, wiûh a slight sl_owciol,¡n in L96U. At

the end of 1968 gross proclucLion f or this sector was r9z.6r!

of the 1959 l-eveL.

The other sectors ciicl not gro,\r as quickly as bhe

avera¡ie, but their growth rates l,üere not far behinci.
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Pri,rnarr¡ rndustry, in second p1ace, grer^r steaclily at an

average annual_ rate of groi,,lLh o.e 5.iîí, excepL for .'n

absol-uLe dorvnturn in 1964.

Li¿aht rndust{y and irood grer,ü aL alrlost equar raLes.

The fornler had an averaðe annual- rate of growt.h of ,,rrt ancl

the tatter 4 "37,. Light Tndustry hacl fairly steady ororuLh,

except for a sright absofute dov¡nturn in r96j and a low

raLe of growbh ln 1964. Food production stagnabed in Lg62 but
enj oyed steacly gror^rth both belore and af ter.

rn ternrs of gro';lth in prociuction the secbors c¿ìl-r

theref ore be rankeci as foll_or.¿s:

1. lvletals

2. Prinary

3; , Light
l{ " Food

(rn 1968,

(In 1968,

(In 1968,

(In 1968,

Lgz .6r,

l-63 ,2%

L45 "9%

r\4.4%

of 1959)

of L959)

of 1959)

of r959)

rnt4a-sectoral- Anarysis of production chan;¡es

This analysis forlo's the rank order a.bove and

abtemots to bhror,¡ more light on producLion chan¿es within
the different sectors. particurar attenLion is given to
those subsectors and branches v¡hich seern to accounL for Lhe

above ( or beloiv) avera8e gro;vth of their respective secLc¡rs

rn the l4etaÌ rnciustry severaL subsect,ors increased
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productj-on more rapidly than the sector as a v¡hole. 'Ihe

leading subsectors \^rere:

1o Elecbro-Technical (In

2, Precision Tools (f n
0ptics

3. wÏetal-wares (In

4 . General ì''lachinery ( In

196T , 209.

1967 , 205.

L967, fg4.

1967, 194 
"

of 1959)

oJ' L959)

of 1959)

of' 1959)

M
() ¿l
Q/o

2f"

a4/L,/o

irlithin these Ieading subsecl,ors' several branches

grer,r more rapidly than the subsecLor as a whofe. In t,he

Electro-Technical field it was a r,¡ide range of el-ectrical-

products, sorne of ',vhich are listed under Elecbronic anci

Electrical Equlpment in Table A-2. In Precision

Too_.Ls_-Qptics Lhe leading l¡ranches \^rere i'4easqr:L4tj Inst-,-umeni,s

and i,/atehes and 0f fice l.lachiner''/. In luietalivares no

branches are listed, irhile in Ge_lrgrji,L_.ljec,h:LnerL the

leading branches r.rere those v¡hÍch produced rnachines for tne

I4etal and lrood indusbries.

In the Prlmary Industry prorluctlon trew faster than

the average in the folloiving subsectors:

l- . Cheni cal-s

2. Eìnergy

3. ISuiIding t,iaterials

(In 1967, lB0ii of rgSg)

(In L967, 172.8'/" of 1959)

(rn 1967, 16 3.4f" of L959)

There ,,^ras a slight absolute ciecline in ninlng
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production. Hoi,¡ever, it shoulci be noted that the

sharpest decl-ines in mining occurrecl in 1964 and there
lvas an lncrease in production beLr,.¡een L964 and 196'l .

The leading branches in Lhe thrce fastest growing

subsecf c¡rs above r,rere: In Chemicals:

1. Plastics (293/" oÍ- L959)

2. PharnaceuticaLs (Zat.5'¡ of f959)

3. Synthebic Fibres (ZIZT" of f9l-9)

4. Rubber and Asbestos (tg¿.g/, of L9j9)

In Eng{.g¿, electricity and gas were Lhe only

imporbant branches and in building inaterials onry concreLe
products are l1sted separateJ-y.

In Light hdustry the follow:i-ng subsecbors exoerienceo
greater than average grovrth:

.I, Glass-Cera¡nics (t6.j.6y, of f95g)

2 n i^loodn¡orking-Cul-turat (162,Tf, of ]-g5g)

3. Leather-Fur producbs (IUZ.3% of ]*g5g)

4 . Cel-l-u1ose-paper (LqO ,6f" of fg59) _ average grov;th.

The leadlng branches vrere:

In GIass-Ceramlcs: Ceramic producLs.
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l'loodv¡orl<ing-Cultural: Toys, Recreation liquip-

nent and Furniture and Upholstery.

Leather-Fur Pr"oducts: Sinulated Leather Gor¡ds

ano Fur and Leather Clothing.

There are no sub se ct ors f or the Fgod I ndus!r")' .

The leading brancires in this inciustry in Ler"rns of production

growth r.vere:

1 n Fruit and Vegetable Processing (l-70.7% of 1959) ,

2. l'iines and Spirits (I70 ,6il of f9j9)

3. Fish Processing (154.2f" of L9j9)

4. t{eat Processing (140.6% of 1959)

The bables on the follort¡1n¿l pages sulnmarize the

analysis up to this poinb. Tab1e IV-/ ranks bhe various

industrial sectors and subsectors by employinent, investntent,

and gross production. It tells us sornething about the use oI'

labor and capitar in the expansion of industriar proouctj-on.

I o As noted prevlously, the l4et,al Processing Inclustry

expanded productlon mosL quickly during this periocl. Ib

enjoyed the greatest increase in its labor force, and the

second highest increase in annual_ investmenb.

As the bottom of that same table indicates, sever¿rl

subsecbors contribubed to fhis record w1üh very high raLes

In

In
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TAI]LE IV-B

RAì,]i( OF INDUSTRIAL BRANCIJES iI.,] i/JETALS INDUSTiìY

BY EÌqPL0YiiENT AND GROSS pììODUCTIOi'I, Ig59-Ig6T

(pnncnNrace rtJ L96T oF BASE yEAR rÌ,t ,jiìACKETS)

Leadi ng
Subsectors

Actual- Employnent
L959-L967

Gross Producbion
]-959-r967

Rank

Three LeadÍng Ì3ranches in Leadin¡;
Subsectors of i,let.rls Initus tryL

General I
Machinery

¿

3

Precision Tools -Optics I

2

3

Blectr"o- 1
Te chni caI

¿

He avy i,lachinery I
2

3

1 l.Jo branches
and Forginós.

jvïachines for i'leLals
( 294. B)
Machines for Food
( 12tJ.8)
Ivlachines for Pri¡n¿ìry
( 124. 3)

lvleas uring InstrurnenL s
and iVatches ( 128.1)
Office l'lachines (112.8)
Optical InsbrumenLs
( 103.7)

El-ectrical Products
(119.7)
Cables and Blectrical
I4ateriats (115.4)

ELectrical i{achines,
Switches, Transforiners
(103.9)

I{achine Tools (ft4.O¡
Poler Iviachines ( f O9. 7¡

Transporf Equiprnent
(too.5¡

are l-is te d f or :

I'lachines for L'letal-s
(3T8,2)
ltlachines for ¡-ooci
(249 .2)
j¡lachines for Pri-raary
( rBr+.7¡

ivleas urin¿ InsLruinent s
and v'Jab che s ( Z 39 ,6)
0ff1ce l¡iactrines ( 2]5.5)
Optlcal InstrurlenLs
( 166 .1)

Electrlcal Proclucus
(2rT.T)
Electrical i4achines,
Slvitches, Trans-
f orr¡iers (fT T .'ó)
CabLes ancl Electrical-
llaLerials (LT ¿.2)

Ir{achine Toots ( tT 3.7)
Transport iiquip-
ment (16i1.8)
Poler ii{achi ne s
(146.2)

luletaJ-wares, and Castings
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TABLE IV-B Continuecì

1ìA}'IK OF INDUSTRÏAL BRAIJCI]ES IIü i,IETALS INDUSTÌIY

BY BI4PLCYT{ENT AND GROSS pRODUCTI0N, Ig5g-Ig6',l

(PLRCEI{TAGE rN 1967 OF BASE YEAR rN BRACKETS)

Leadlng Rank Actual EmpÌcy;nent Gross Prc¡clucLion
SubsecLors t959-r967 1959-1967

Three Leadin6 Sranches in Leacling
Subsectors of i4eNal-s Inciustry

Vehicles I Tract,ors (123.6) Trucks ( 210.0)
2 Trucks (]23.6) TracLors (206.¿{)
3 Autornobil-es (98.3) Autornobil-es (l-67.7)

Other Rapidly Growing ilranches in ivieLals
I ndustry

l4achines for A¿ricul- Steel- Strucbures
ture (tl8.6) (1112.8)

It{achines for Con- Ivlachines for A6ricrrl-
strucbion (LIT .2) ture (I76,9)

l'lachines for Light
IndusLry ( 103.5) l'lachines r'or Con-
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TAI]LE IV-9

RANK OF INDUSTRIAL 
'31ì1\NCLIES 

IN PiìIt{AIìY Al.iD iro0D

INDUSTJìY i]Y E]'{PLOYJ'IJÌ'IT AI'ID GROSS PRODUCTIOi¡,

1959 196T ( PERCENTAGE in 1967 of ilASä YEA1ì

IN ilRACI{ETS )

Subsectors Rank Actual Employment Gross Procluction
1959-1967 r959-r96'.1

Leaciin¿ ilranches in Íjubsectors of
Primary InclusLry

Metal-lurgy (only one) rron and Steel (102.r) rron ancl sbeel- (vr.9¡
Energy (only one) Electricity and Gas El-ecLricify anu G"¡s

(112.2) (173.3)

Chemicals I Plastics ( fZU.5¡ pl-asrics ( 29j.0)
2 Synthetlc lì'ibres Pharnace.¡ticals

(118.6) (22t.5¡
3 Rubber and Asbestos Synthetic ¡'ib¡,es

Goods (112.5) (212.0)u 
iis;:3ï 'il ancl rar 

ä:33:"(il:.üîo"sros
Building l4aterials ConcreLe Products ConcreLe ProciilcLs(only one) (I964-L967) (92.8) (r964-r96't) (115.7)

i{ining I Potash anrl SaLt }lines PoLasir ancl Salt r'ij-nes
(101.5) (137,7)

2 Lignite Coal- (100.5¡ Lignlte Co.,t-, CoKe,
ebc. (9r.o)

3 tlarcl Coal- and Coke Hard CoaI ancl Coi<e
(T 4 .3) ( 76 ,5)
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TAtsLE IV-9 Continued

RAI'IK 0F I\IDUSTRIAL 3iìAhlCilES IN PnI¡4AlìY AND F00D

INDUSTRY BY Et4pLOYi4EiJT A¡¡D GROSS pIìODUCTI0N,

1959 196T (PERCEI']TAGE IN T967 OF dASE YEIiII

IN BJÌACKETS )

SubsecLors Rank Actual- Employment Gross Pro.iuicfion
1959-1967 t959-r96 |

Leacling tsranches in i"ood InclusLr"y

No SubsecLors I Fishin¿, Fish Processin6 i¡r.rit and Vegetabte
(130.5) Processors (f'lo.'l)

2 ii{eat Processing (L07,2¡ lùines ¿ntl Spirits
(170.6)

I Fruib and Vegetabte I¡ishing ¿inci Fisn Pro-
Processing (I02.1) cessing (L5t4,2)
( all others beloiv L00% l'{eat Processing
of I9j9) (140.6)
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TAjSLB IV-10

RANK OF II{DUSTiìIAL 8,.ìAi'ICiIES ITl LIGJIT INDUSTiìT Í]Y

EJ\'IPLOYI4ENT AI.iD GROSS PIIODUCTION, T959 196'I

(PERCEI.JTAGIi IN T96,1 oT. BASE YIJAiì IN BiìACKETS)

Leadi ng
SubsecLors

lìank AcLuaI Ernployment Gross ProoucLion
(1959 - r96't) (1959 - 196'l

Leading Branches in Leaoing Subsectors
oí'Lighf Industry

G las s -Ce rarni c s

Leather-Fur
Produc t s

i,Joocìr.¡orki ng-
Cult ural

Ce ll-ulose-Paper

GÌas s and Gl-as s
Prc¡ducbs (100.9)
Cerami c ancl Cera-
mic Products (98.ij)

Fu¡' and Leather
Clobhins (99.2)
Shoes (except
rubber r,rear) (96.q)
Leatirer GoocÌs (92 "'l)
SimuÌatecÌ Leathe¡'
Goods ( EE.6)

Toys, Sporbs iìquip-
menL, eLc. (114.6)
ivlus i cal- InstrunnenLs
(100.5).
Furniture and
Uphotstery ( d8.3)
ir/ooden Parts for
ConstrucLion ('19,0)

CelÍulose ancÌ paper
ancÌ pasteboard
(e5 .6)
Cel-lulose and Paper
Producbs (ii7.T)
Sookbindin¿ ( 85.9)

Cerainic ancl Ceralnic
ProducLs ( ffe.5¡
GLass ancl Glass
Prooucts (161.3)

S illiul¿it e,i Le.rther'
Goods (I/9.cj)
i¡ur and Leather
Clothing (157.5)
SÌroes (excep! ¡'¿bbe¡'
wear) ( 14J. l)
Leabher Gc.¡oos
(113.J)

Toys, Sports Equip-
ment, etc. ( 217.1)
¡-urni b i.i¡'e ¿¡nii Up
holsiery (I72 ,4)
ivlus iCal- I ns trurnents
(151.2)
l/oo.Ien Parcs for
Construction ( I3J,7)

Cel-Lulose and Paper
Prod¿cLs ( 152. U)

ilooki¡iniiin6 ( 146 . 0)

Ce.lI.rJ-ose, P.rper an<-t
Pastebo.rrrl (I29,7)

l

¿.

I

¿

3

4

l

2

3

4

l

2

3
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TABLE IV-10 Contlnuecl

RANK OF II'JDUSTNIAL .JRANCíES IN LIGIIT INDUSTRY 3Y

EMpL0Yr4EtJT AND GÌì0SS Piì0DUCTI0r{, Ig5g Lg67

(PERCENTAGE in 1967 of BASE YEAiì IN BRACKIjTS)

Leading Ranl< AcbuaÌ Employment Gr"oss Production
Subsector-s ( 195 9-1967) (L959-r96'l)

Leading tsranches in Leac.lin4 Sui.¡sectors
of Light Industry

PrinLing (only one) Printeries (E7.8) Printeries (f34.6)

Textiles I '^ieaving (f]2,5) icnittin¡, ( 15 i . 1)
2 Knittin¿ (8l.ll) u./eavlng (I32.6)
J Spun and Yarn Goocis Spun and Yarn üoocis

(78,7) (127.6)

CLothing l- Uncierv,iear (105.9) Unrrerwear (145. g¡
2 0uter,.{ear (ðT.T) Outen¡ear (lJi.J)
3 rrlork Cl-othes (80.9) iJorl< CLothes (12J.cl)
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of grovJth. It ls interestlng to noLe that the leader',

Electro-Technicalu had only the third highest increa.se in

labor withln that sectoru ancl the fifth highest increase

in investrnent " Table IV-B reveal-s that very substantial-

increases in the productlon of certain electrica.l- applia.nces,

machines, sr^¡itches, transformers, and cabl-es account f or

this ef f icient gror,'ith. The second f astest grov,rin¿1

subsecbor, Precision Tools-9pti.9s had the second highesü

increase in labor during thls period, and by far the

larges! increase in annual investment. The latLer

increasecl by 3OB.I% over 1960 rvhile prociuction i-ncreasecl

by only l-05,8%. The fastesb growi-ng branch in this

subsector was I{easuring Instruments and ì,,latches, buN the

tv¡o other branches, Office I'iachines and Optical In-

strurnents (Tabl-e A-2) al-so had very substantial

lncreases.

No f urther cletail- is avaÍlabLe for ühe i'letaLw+res

subsecLor. The substantial groivth of the General }lacirinery

subsector was accoìnplisheci with relativety large increases

in l-abor an<l relatively snlall increases in invest;nent. It
is not surprising that the leaciing branch in this subseci;or

vlas Lhe one producing machines for the fastest growin¿
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secLor, i'1etaIs, The large increase in productlon of' ritcìchinery

for the Food rndustry ( 249.2% ot Lhe r9j9 t-evel) irlurninates

the unusualÌy large j-ncrease in the rate of invest;nent

in that indusLry,

The Hegvy !{achinery ancÌ VeLic-les subsectors hao

several branches r,,lhich greiv at a sLrong pace, especiatly
machine tools, transport equipnent, poÌ^ter. rnachines, tr;lcks,
tractors , an<l aubonobi res . These shoulcl alr be consider-ed
frÌeadingtt edges of industriar grovlLh and inost oi' then v,rere

supported, as Tabl-e IV-8, inclicates, wif l: above averade increases

1n labor. Unfortunately investmenb figur"es are nob avaitable
b)¡ branches.

II. Turning to Light _Inuustry we ciiscover ilrai, the

gror,rtl-r of bhe leaciing subsector", Gl_ass-Cer?nlcso t.Ias

accomplished with the sntal-lest decrease in the labor force

and lvibh a relatively snall increase in investrirenb. Prociucbion

in ldoodr,;orking incr"eased a1¡rost as quickly, v¡ibh a sub-

stanbial- increase in investment. Leather:rrur procluct j-on,

]ike Glass-ceramics, had a relatively high retention rate
in employment anci a relatively smal-1 increase in invesL¡nenL.

The grolrth of cellul.ose-paper r^ras more in rine i,¡ith the

changes in both labor and investiiienL wtthin thaL subsector".

rn Textiles producLion increased quite rapicily because of a

relativel.y heavy inf'uston of nev¡ invesbnrent, ancl clespite a
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sharp fal1 in employrrienb " It is inberesting to note

that oubput in Printinß g,rel,r very slr:rvly ( lt vras not in bne

f ive Ieading subsecLors ) , despite an increase of IT'l .T /,

in invesbnent, higher lhan that experiencecl by any oLher

subsecbor. Lihe Precision-Toof s ancl 0pt,ics in the l.letat

Processing industry, investr¡ient in ilris field did not

prove very effective in promoting production.

TabIe IV-tO indicates Lhe gro,,,rth of particul¿¿r,branches

and producbs within Light rndustry. The fastesb rate of
grot'.rLh t'tas experienced in such consurner iLe¡ns as si¡nulateci

leabher goods, toys and sporting equipnent, inusical

instrui:rents and f urniture and upholsLery " Labor productivÍ,cy

i-ncreased dramaticalJ-y in the procluction of simulated l-eal,her

gooclsr so that bhe sharp increase in production coul-rj be

achieved with a substantial fall- in employnent. on Lhe

other hand, the growth of toys, sporLing equipinent ancl

muslcal instruments required a rel-atively high rate of grovrth

in the l-abor force.

III. In Primary f ndusbry the J-eading subsecLor was Che¡irical-s,

rvhich j-ncreased production by Bo'/" in the eighb year inLerval-.
ït did this r,¿ibh the highest increase in the labor force
(7,4,ã) and the second highest increase in lnvesLinent (73.ó,i") ,

Tabl-e A-l i.ndicaLes Lhat the achievenenbs in chemical_s,,vere

the result primarily of extremely rapid gror,rLh in such rreiv
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products as plastics and synLhetic fibres, and in ühe orcì

esbablished industry of East Gerrnany, pharinaceubicals.

Increases in the l-atter vJere acconplisheci r^¡ith a substanLial

decl-ine in the l-abor f orce, vrhire the other readin¿ branches

required above average increases in empJ-oyment.

rn contrast bo the effectiveness of both rabor ancl

capitar in pronoting groiuth in chemica] prociuction,

exLreneJ-y high i-ncreases in both factors leci to a sur-
prlsingl;, slow growth in t4gtal-l-urgical production. This

subsector lÄras only fourtÌr i.n production growilr (14,9,/,) ancl

f irst in both Ìabor increases (32,7%) antl investnenl gror,vLh

(124.0%) , The production of cerLain proclucLs v¡ibhin this
subsecLor increased, âs can be seen fron Tabl_e A_z

but the absolute decrine 1n producbion in the rnajor branch,

rron and steel (Tabre rv-!), is enough to accounL for tne

reLabively poor showing of this subsector .

The EneLgJ subsecLor, wiLh electriclty and gas as

maj or cornponents, farecl nuch bebl,er. protluct,ion ¿rei¡J rnuch

faster Lhan both l-abor and i-nvestinent. The sane can be sai-ci

for the Buildlqg i[ateriars subsecbor, whose ¡riai_n branch,
concreLe prociucbs, increased. procluctÍon by 15 ,Tf, in a f our year
period rvhile einployrnent t,Jas declining.

The l4ining subsector experi.encecì an absol_ute ciecline
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in production, âccotnpanled by a slight decrease in

investnenb and a sharp absolute decrease in labor (LL'/').

i'/ithin this subsector one branch, potash and sal-t mines,

actually had an increase in both Labor ancl prociuction. The

decline for the subsecbor as a r,¿LloIe is accounteci for" by

the apparent closi-ng dou¡n of iron ore ¡nines and Lhe sharp

decl-ine in production of hard coal- and coke. Lignite coaJ-,

a vital- source of energr¡ and fuel- for bhe postvrar East

German region, also declined in producLion despii;e a srrralf

absol-ute increase in einpJ-oynrenb.

IV. ïn the Foods sector a very large increase in investnent

resulted in a rel-atively snalt grortrth in procluction (256.5,1

vs . 397") , The fact that trcorrectedrr investraent woul-cl have been

even higher for this sector than actual invesb¡nenL.(over the

l,rhole period) lndicates that this industry r,lras very prociuctive

in relation bo the grov,rth of capibal assets ( fro¡a which the

productivlty f igures underlying the rrcorrecteclrt esLiinates ¿rre

derived), but relatively very unproducbive wlth regaro to new

.t-].nvestmenc.

vs. 5L,5/,) , It has been sugÈested that this \,üas oue to the
relatively small- share of totar investinent goin5 to Foods ( see
the follorving analffil) , rvith a conseqilent deterioratior-l of'
capltal assets and a poor ubili zaLion of' ner.¡ invesl,ment. cf .
Deutsches rnstitut Í.uer'r/irtschafLsforschun¿r "Die ÌJrufto-
Anrageinvestitionen tler mltterdeutschen rndusLrie rgjj bis

1l$ew investinent in Foocls increasecl aI¡nost ben tiÌn,-s as
qulckly as capital assets betr'¡een 1960 anct 196T (229.'¡;¿ vs Z),Ltr,
see S.J.D.D.R, 1969, pÞ " 4T anci 49) whil-e in other secLor"s ühe
ratiffiven- (for aIl- industry it v¡as 5T.zí,

1966" , i,lochentreriq-Þt, Nr. 23, June g , 196T ,
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Table rv-9 indicates fhat Lhe gre.rtest lncreases in
production occurred Ín the fruiL ancl ve¿etabre processing

lndustry, and in wines ancl spirits" The first hacl onj_y a

small increase in labor, vlhile emproyrnent in wines ancl

splrits actually dropped froi:n 1959 to 196T. Irish anci ¡neaL

processin¿ also grer,I rapidly, r,vith above average increases
in the labor force.

SI]I\iI,iARY OF PRECEDIiIiG :

II{ETALS: Production increased ;,.luch more rapidly than
labor and armost as rapldl-y as investnent¡ so thab it
made effective use of both. rt was characLerizeci by

subsbantial- groi,,rth in arr subsectors. Those rnaking

most effective use of labor an<j capital investinent vüer.e

Elecbro-Technical- ancl i'îebalrtrares. Less effective v.Iere

the subseetors Precisi-on Tool-s-opbics, castin¿s and

ForgiÌ'tgs r and Veìricl-es. Leadin¿ branches were:

1. Machines for the lvletals Incius try ,

2. I'lachines for bhe Fooci Inclustry .

3. I\{easuring f nstrulnents anci ,,Jatches .

4. Electrical proclucts (e.g. Refri¿erators)
5. office i¡tacnines.

6, Trucks.

7 , Tractors.



tgq

All of t,hese branches increaseci prociuction by more

than I00% during the period I959-L967.

rr , PRrl'{åRY rND_tlsrRY: production grer,,r nore rapiory th¿r.n

eíther labor or investrnent, but rtcorrectedtt f igures

indicate that even íasber grorvLh r,.üas possibre. The

gror^ith of the subsecLors was very mixecl. One,

Mining, decl-ined absolutely, v¡hile chemical-s ére!.r

very rapidly . The l-atter useo incr"eases in inves bment

and l-abor very effectively, relative to the oLher

secbors, r^¡hile lleLarlurgy did nob. Energy ancÌ tsuilding
I,{aterials, along rviLh chenicars, âccountecl f or a rnaj or
part of the grorvbh in the priinary sector, each rnakin6

effective use of increases in the factors of proouctio¡.
The leading branches r,^rere:

l-. Plastics

2, Pharmaceuticals

3. Synthetic Fibres

4. Rubber and Asbestos Goods

5. El_ectricity and Gas.

All of these branches grew by more than Toi,, durlng Lhe

period

rrr ' Lrcìlr II'IDUSTRY: This inclustry \\ras third in ;jlosb of
the gror,vth indexes. Three of the leading subsector"s,



195

Gl-ass-Ceranics, Leather'-Fur, and Textlles iiiade

effective use of relatively smal-l increases in
investmenl,. Just the opposite I'ras the case for
Printing. l,',loodi.rorking and Cell-ul-ose-Paper increasecr

pro<ìuction at a rate rel-ated to their incr"eases in
the productive f acLors. The leading branches i.üere:

l-. Toys, Sports Equipment and Ornar,ients.

2. Siinulated Le.rther Goods .

3. Furniture and Upholstery.

4. Ceramic and Ceramic Products.

5. Gl-ass and Glass Products.

All of these branches increased production by lnore

than 60i'" ,

IV. F00D: This sector used labor and capital investrnent

rather poorly, especially invesLment. The J-eaciin6

branches r\rere:

l_. Fruit and VegeLable processing.

2. i'fÍnes and Spirits .

3 . Fishing and lrlsh processing.

4 . l{eat processing.

All of these branches increased proclucLion by mol.e

than 40ll,
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CFIANGI¡lG I'i\îP0iìTAtlCE OF Ii\iDUSTiìIAL SECTOiìS

The impact of the grorvth just observecl on the

relative importance of each indusLrial sector and sub-

secbor can be observed in Tabre rv-rl. The resurt,s can t¡e

summarized as foll-ov¡s f or Sectors:

I{ETALS:I.

Share

Share

Share

Total

Total

Total

of

OI

of

Etnp l-oynrenL Increase d:

Inve st:lent Increased:

Production Increased:

36 ,4% tc¡ 4L.U; .

LT .T% bo 25.\ii.

33.I% to 38.4%.

Despite the lncreases in all_ areas, the sìrare of EoEaL

investrnent in 1968 (25,4%) was still rel-atively smalI in
conrparison with the share of producbion (38,4%), Tire taÞ¡
however, was clefinitely diniinishing.

II . PRITIARY II{DUSTiìY:

Share of Total-

Share of TotaL

Share of Total-

Erp.l jJscrl!.

I nve s Lme nt

Product ion

was -Stable:

De crease d:

De crease d:

25.8%

69.t%

29.4%

25.7% .

56.2% ,

28,97' .

&

to

to

DespÍte decreases in both j-nvest¡rrent and proclucLion

thls secLor still accounts for a rnajor part of both for alt
industry, rt stitl accounts for more than Ìralf of al_l_

investment, and l-ess than one third. of all- prociuction.



T
A

B
LE

 IV
-]

}
R

E
LA

T
IV

E
 T

T
{P

O
R

T
A

}ü
C

B
 O

F
 I

I''
ID

U
S

T
R

IA
L 

S
E

C
T

O
R

S
 A

N
D

 S
U

i]S
E

C
T

O
R

S
 B

Y
 P

E
R

C
E

}'¡
T

In
du

st
ry

: 
S

ec
to

rs
an

d 
S

ub
se

ct
or

s

I.

0F
 T

O
T

A
L 

E
Ì4

P
LO

Y
I'.

îE
N

T
, 

ïN
V

E
S

T
I'{

B
N

T
, 

A
N

D
 G

R
O

S
S

 P
R

O
D

U
C

T
I0

i{

P
rim

ar
y 

In
du

st
rie

s 
25

. 
B

1 2 3 4 5

E
ne

rg
y 

2.
2

i"{
in

in
,g

 
7 

.5
l4

et
al

lu
rg

y 
3.

1
C

he
m

ic
al

-s
 

9.
6

B
ui

ld
in

g 
l4

at
er

ia
b:

 3
 .

 4

II.
 

ì'î
et

aI
 P

ro
ce

ss
in

g
I 

nd
us

 tr
ie

 s

B
m

pl
oy

m
en

t

19
59

 
L9

67
 

19
68

1" 2. ) Jo 4. tr Ê
. 7. Õ
.

H
ea

vy
 l'

la
ch

in
er

y
G

en
er

al
 l4

ac
hi

ne
ry

t/e
hi

cl
es

S
hi

pb
ui

ld
in

g
C

as
tin

gs
 a

nd
F

or
gi

ng
s

I4
et

 a
1'

'^
¡a

re
s

]i 
1e

 c
 tr

o-
T

e 
ch

ni
 c

aI
P

re
ci

sÍ
on

 T
oo

ls
O

ot
 i 

cs

26
,9

2.
5

o.
/

4,
2 

4"
3

10
 .4

 
11

.6
3 
,2

 
3.

1

In
ve

 s
Lm

en
t 

s

L9
69

 L
96

T
 1

96
8

25
.7

 
69

 "
L

36
 .4 6.
1 

6
a^ o.

¿
 

(

o.
'( 

,
1.

4 
I

L.
7 

t
'))

2
J.

L 
J

7"
5 

B39

L5
 .9

24
.r

Ã
o

L7
 .

5
5,

6

59
 "

3

11
" 

6
16

 .1 ó.
3

19
. 

B

3.
6

)2
0

9 6 4 Ir Ll a t 3 B

41
.1

 
rT

 ,T

G
ro

ss
 P

i'o
ct

uc
tio

n

L9
59

 L
96

',t
 1

9ó
 I

3.
4

56
.2

 
29

 "
U

3.
5 

4.
2

4.
2 

j,z
2.

9 
4,

2
0.

8 
0.

6

1.
1 

r.
T

1.
0 

r 
"5

3.
4 

4.
5

7,
5

2L
.9

4.
4

0

L.
6

L.
)

6.
4

15
 "

2
2.

0

2ó
.6

L"
T

2.
7

4.
7

T
T

 "
4

2.
r

38
.0

25
.4

 
33

.1

0.
8

2ó
 "

9

5,
7 

6.
3

5.
4 

6.
6

7.
0 

6.
5

to
lô

L.
 

J 
1.

 
)

2.
0

c.
(

17
.8

2.
L

L.
2

2.
4

,a
r t.)

38
.4

1.
0

3.
0

t0
 .0 2 
.'(

2.
0

H \o --
l



In
du

st
ry

: 
S

ec
to

rs
an

d 
S

ub
se

ct
or

s

T
A

B
LE

 IV
-1

1 
C

on
tin

ue
cl

R
E

LA
T

IV
E

 I
Ì'{

P
0R

T
A

I'I
C

B
 0

F
 Ii

íD
U

S
T

R
IA

L 
S

E
C

T
O

R
S

 A
N

D
 S

U
}I

S
E

C
T

O
R

S
 B

f 
P

E
R

C
iii

\T

III
. 

Li
gh

t 
In

du
st

rle
s 

30
.3

oF
 T

O
T

A
L 

B
M

P
LO

Y
Ì'4

E
N

T
, 

T
N

V
E

S
T

I,I
E

N
T

, 
A

N
D

 G
R

O
S

S
 P

¡lo
D

U
C

T
ro

N

1. ¿
.

? 4. a 6. 7"

l,r
lo

od
w

or
ki

ng
-

C
ul

tu
ra

l
T

ex
til

-e
s

C
lo

th
in

g
Le

at
he

r-
F

ur
P

ro
du

ct
 s

C
e 

1I
ui

os
 e

,/
Þ

 l
na

n
! 

uv
úr

P
rin

t 
in

g
G

l-a
s 

s,
/C

er
am

ic
s

E
m

p 
lo

ym
en

t

L9
59

 
L9

6T
 

19
68

rv
. 

F
O

O
D

-D
R

r¡
]K

-T
O

B
A

C
C

O
 

7.
5

A
ll 

In
du

st
rie

s 
10

0.
0

5,
5

12
.0 4.
¡

¿
O

, 
(

I 
nv

e 
s 

tm
e¡

rb
 s

19
60

 
L9

67
 

L9
6ò

2,
5

5.
r 

1.
5

g.
B

 
9,

4 
3.

6
3.

7 
0.

3

2.
4 

o 
.6

25
 "

7

2.
3 

2,
L

1.
4 

1.
3

2.
4 

2.
4

U
U

10
 .4

7,
3

10
0 

.0
 

10
0 

.0
 

10
0 

.0
 

10
0 

.0

G
ro

s 
s

L9
59

L,
T

3"
7

0.
3

0.
6

l.B 0.
5

1.
 ri

10
.9

 
23

.0

7.
5

L.
7

0.
3

2.
0

P
r<

.:d
uc

t 
io

n
-,

aa
-r

LY
o 

I 
.L

yo
Ò

3 
"T

 
3

4.
0 

9.
8 

d
3.

4 
2

3.
2

20

6,
4

)

2,
L

r.
7

1.
0

'ìì

T
 .5

 
14

.5
 

L2

lo
o.

0 
10

0,
0 

I0
0

20
.I

U o 3 
7.

9
I O 9 6 I ) )

I I 0 I

9
12

 .6

10
0.

0

P \o G



l-99

IIÏ.

Share

Sirare

Share

rv.

Share

Share

Share

Einp l oJ¡ilte nt

Inve strnent

De cre as ed:

Increased:

Decreased:

LIGIIT I}IDUSTRY:

Total

Total

Total-

of

of

of Pro ducb ion

Emnl-oyment was SbabIe

Investment Increased:

30 .3ii to 25.7"/, .

9 .91/ t o I0 .9f" .

23.07, to 20 .If" .

at 7 .5t'",

3.2f" to 7,57".

14,5% t,o l-2,6%.

Despite increases in the share of investment and

decreases ln the share of producbion, this sector, tike
l.{etaIs n still has a rel-atively smal-1 share of the f ornter

in relation to the latber. In 1968 it accourrbecl for ZO.Lfr

of all industrial production but receiveci less than LI% oÍ' atl
rle\4r investment. At the samê tirne it accounts for an

unusually high share of the labor force : 25.'l%, althougir

this share has been declining.

FOOD:

of

of

of

t otal
m^t., r.LUt/cl-L

Total

This sector stll_1

bobh labor and capital,
has sLabilized while the

and the production share

Production Decreased:

has a relatively small share of

bhough the share of bhe forrner

invesLmenL share has been increasing

has been decreasinð.

CHA¡JGI¡]G II4PORTAIICE OF INDU,STIìIAL SU,3SECTORS:
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Tile clecline and gror,vLh in the share of tota]

production by subsectors can be sumrnarized as f oll-or.¡s:

In the l4etal Processing Industry:

Declinlng Subsectors: l'{ininð, Ivleta}l-urE-L. The

]atter clecl-ined desplte an

increasing share of einploy-

ment and invesblnent.

Grorving S_uLggS!9I!_:- Chemlcals, with increzrsin¿3

share of investrnenb anci

. employrnent.

In the l¡ietal Processing Industry:

Declining Subsectors: Vqhicles, Castings agll

FoLAånSs ( though 'ooth

increased their share of invesi-
ment).

Groivlng Subs.ectors : IleavL I'lachinery, General

I{achinery, Itletgllvares, ELecLro-

Technical and Precision Tools-

0ptics ( all increased tìreir

share of botlr labor and invest,nent) .

In Light In9ustry:



201

Decl-ÍryLng Sub_qectors : TgIti Ies, Cþthin8, Le4!_b.el-

Fur, Cellul-ose-!aper, anci

PIinting. (The first three

had fairly stabl-e share of

investment and decreasing share

of Labor. The lasb tlvo in-

creased share of invesbrnenb and

decreased share of labor.

StabIe Subsectors: Glass-Cei'¿lnics and i^Joocrrrorkini--

Cultural. Ihe former had de-

creasing share of investlient

and stable share of labor. The

l-atter i-ncreased share of invest-
rnent and decreased the share of

labor.
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CIIAPTEIì V

STRUCTI]RAL CIiANGES AND TIJE FO}ìEIGl\I TRADE SECTOR

As we have noted previously, the forelgn trade

sector may be related to the economic planning sysbem

and to structural changes in several t\iays.

To the extent thab the domestic planning systein is

tied ln with the planning system of an inLernational- trading

or6anizatlon, domestic goals w1lL be j-nfl-uenced dlrectly

by the f oretgn trade sector " East Gertnanyrs i-nvolvement

1n COI'{ECON would leaci one to assurne soÌne connection bebween

the goals of bhat organization and the course of indusLria]

development 1n East Germany. To Lest this empiricaÌIy one

can examine the nature and extent of' East Gerinany I s trade

with Comecon countries, both in itsel-f (Uy type of product

and industrial- sector) and j-n comparison with trade to oLher

countries. Thls will enable us in the next chapter to

arrive at some estimate of the inpact of Cornecon plannin¿;

on East Gerrnan industry.

Even if no trading bl-oc Iike Coinecon existeci, one ivould

expect foreign tracie to have a significanb effecL on the 6ror.vth

(and therefore the structure) of Easb Gerrnan industry.

VlrtualIy every indust,rial- natlon wlLl- be forced to ltnporb

A"
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goods frorn abroad, to overcone scarcities in ibs domestlc

resource base. A country like East Germany, separated as

it f s frorn a large part of its prewar territory¡ coul_d be

expected to have unusual]y strong needs of thls kind. Raw

materiaLs ano investinent goods in particul-ar inight be

imported, either to replace similar domestic goods which

are being produced inefficiently, or to support rapidly
gror,vJ-ng Índustrles ivhose raw rnaterial and invesbment needs

oubstrÍp supply. One lvoul-d expect then to see sone

correlation between increases in irnporûs and the decline

of inefficienb raw material or capibal goods producers at

home. There might also be a correlation bebween such iin-

ports and rapidly growlng flnished goods produeers at

irome. f t might be said j-n the first case that t,he possibility
of forelgn brade directly produces structural- changes in
dontestic industries, leading to their rerative or absol-uLe

decline. In bhe second case foreign trade helps to
stimul-ate the growth of some industries beyond. what nright

of herv¡ise be possibLe.

In order to pay for these imports bhe honre country

wil-l have to engage in export brade. The goods chosen for
export rnay be rel_abed to the most rapidly expanding

industriar sectors in several ways. The hone counbry ínay

encourage their export because they come from a grov,ij-n6
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inclustry'¡¡hich is increasingly capable of rneetin6 clornestic

demand. 0n the other hancl, the grovrbh of the industry rûay

itself be due to foreign deniand. In this l-ast lnstance

foreign demand has a direct influence on chan¿1es in
industrial- structure, regardless of the source of thab deiirand.

At bhe same time it would appear that the foreign d.e¡nand

of trading partners lnvol-ved rvith the home country in a

comlnon trade bloc itroul-d stimulate home lnoustry Ítore

directly than the foreign denand of non-bIoc counLries.

This might be true because the bl-oc countries would con-

sciously pursue specialization of proouction and trade, and

perhaps enter into long-run contracts tied in r,¡ith long-run
planning, rnore readily than woul_d other counLries. One

might expect, then, to see a stronger correl-ation between

exports to these bl-oc countries and rapidly growing industrial
sectors in East Gerinany, than betrveen such exports to obher

countries and the same secbors. In other words, if it
is seen that export grorvth is relabecÌ to the rate of growth of
various industrial sectors, this reLationship shourd be even

more obvlous in East Germanyrs export brade v¡ibh comecon

countries than in its exports to non-bl-oc countries.
l'Ihether bhis is so should become cLearer in the foLtowing

analysis and in the next ehapter.

East Ggrman Foreign Irade by t',îaj or_Fetlons :
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Table V-l illustrates the growth of East Ger¡¡tan

iinports and exports frorn L959 to 1968, both in total anci in
relabion to three different types of counLry groupir¡¿s.

Total- exports increased by 7L.41; between 1960 and

1968, rvhile imports increased by 54 .\% j-n the same period.

ït should be noted that these increases are larger Lhan Lhe

increase in ltlet Product of all domestic êcono,nic sectors
(r^,rhich, vre have seen, was about 40f,) ancl greater than the

groivth of industrial production (52%.) In other words,

industrial expansion in East Gerrnany has been accompanieci

by an even greater expansion in foreign trade.

Increases in export s ancÌ imports to social-ist counbries

exceeded the average rate: so that tlre share of tìrese

countries in Bast Gerinanyrs trade increased. during this
period. In 1960 75 .6% of East Gernrany t s exports v¡ent to
sociarist countries. By L96B this hacl j-ncreased sJ-ighbly

to 76.7/'. The coruesponding figures for imports are T3.T'/, in
1960 and 75.5f, in 1968. The signif icance of bhis i-s

dependent bo a large extent, however, on the choice of a

base year. rf 1962 had been chosen as ilre base year for
imports the share going to socialist countries woul_cl have

been observed to decline frorn 79,3'/" to Tj.5/, in 1968.

The same reversal of brend urourd be true for exports fron
1963 to 1968. rn this case even a colnparison of l-gig anq



T
A

B
LE

 V
-T

E
A

S
T

 G
E

R
M

A
N

 F
O

R
E

IG
N

 T
R

A
D

E
 B

Y
 i'

T
A

JO
R

 R
E

G
T

O
N

S
, 

T
95

9

E
xp

or
t 

In
de

x,
 1

96
0 

=
 1

00
 9

7.
0

Im
po

rt
 I

nd
ex

, 
L9

60
 =

 1
00

 9
I"

9

E
xp

or
t 

In
de

x,
 1

96
0 

=
Im

po
rt

 I
nd

ex
r 

19
60

 =
P

er
ce

nt
 o

f 
T

ot
al

B
xp

or
ts

P
er

ce
nt

 o
f 

T
ot

al
In

po
rt

 s

t9
5g

 
19

60

I 
D

at
a 

is
 b

as
ed

 o
n 

in
fo

rm
aL

io
n 

in
 T

ab
le

 Z
, 

S
"J

.D
.D

.R
. 

19
1Í

)r
 p

p.
 2

96
-2

97
.

2 
S

oc
la

lis
t 

C
ou

nt
rie

s 
in

cl
-u

de
: 

A
lb

an
ia

, 
i3

ul
ga

ria
, 

C
hi

na
, 

Y
ug

os
la

vi
a,

 N
or

th
K

or
ea

, C
ub

a 
( 
af

 te
r 

L9
62

) 
, 

i{o
ng

oI
ia

, 
P

oJ
-a

nd
, 
R

ui
na

ni
a,

 C
ze

ch
os

lo
va

ki
a,

 b
he

U
.S

.S
.R

., 
I-

lu
ng

ar
y,

 a
nd

 li
or

th
 V

j.e
tn

am
.

19
6 

1

l..
JÏ

T
i] 

A
LL

 C
O

U
N

T
R

IE
S

10
0 

99
.I

I0
0 

93
.2

((
.¿

74
,7

10
0 

10
3.

4 
10

7.
4 

r2
2.

9
10

0 
10

2.
6 

tO
g.

T
 l-

06
.2

id
IT

H
 S

O
C

IA
LI

S
T

 C
O

U
N

T
R

IE
S

2

10
0 

10
2.

1 
11

2.
0 

L2
8.

4
10

0 
10

4.
9 

11
8.

 L
 

11
2 

" 
3

75
.6

 
T

4,
T

 
T

B
.7

 
79

.0

T
3.

T
 

75
.3

 
T

g,
3 

7T
 .g

l-9
62

L9
63

19
6 

B
l

L9
64

L9
65

T
32

 "
B

12
0 

.0

t9
66

f3
g.

 I
r2

8"
0

13
6.

3
L2

2.
2

77
.6

75
.0

t9
6T

L4
5 

.2
r4

6"
5

r3
7 

.6
L2

6.
6

74
 .

8

7 
2.

8

r9
6B

L5
6 

"6
14

9.
4

L4
2 

"g
L4

2.
7

74
.4

T
L.

8

r5
5.

7
i 

lr 
u 

^
L+

O
 .

1

75
.2

73
.0

17
I.4

15
4.

4

1'
7"

LI
 

J

I5
B 76 75

U ,T tr N
)

\J
: ts



T
A

B
LE

 V
-I

 
C

on
tin

ue
d

E
A

S
T

 G
E

R
M

A
N

 F
O

R
E

IG
N

 T
R

A
D

E
 B

Y
 I

4A
JO

R
 R

E
G

IO
N

S
, 
l-9

59
 

]9
68

E
xp

or
t 

In
de

x,
19

60
Ir

no
or

t 
In

de
x 

, 
L9

60
P

er
ce

nt
 o

f 
T

ot
a1

E
xp

or
t 

s
P

er
ce

nt
 o

f 
T

ot
al

In
po

rt
 s

E
xp

or
t 

In
de

x,
 1

96
0

Im
po

rt
 I

nd
ex

,1
96

0
P

er
ce

nt
 o

f 
T

ot
al

E
xp

or
ts

P
er

ce
nt

 o
f 

T
ot

aL
Im

po
rt

 s

19
59

 
19

60

10
0 

93
.3

10
0 

90
.0

19
.4

2L
 "

5

1 
In

cl
ud

es
 a

ll 
no

n-
so

ci
al

is
t 

co
un

tr
ie

s 
of

 E
ur

op
e 

in
 a

dd
iti

on
 u

o 
A

us
tr

al
ia

,
Ja

pa
n,

 C
an

ad
a,

 N
ew

 Z
ea

la
nd

, 
an

d 
th

e 
U

.S
.A

.

19
 6

1

10
0 

10
0.

6 
93

. 
B

lo
o 

96
.T

 
85

.9

20
,2

 
Lg

.6
 

rT
 .

6

22
,0

 
20

 .7
 

rT
 .

2

ï,i
ÏT

H
 C

A
P

IT
A

LI
S

T
 C

O
U

N
T

R
IE

S
f

2 
A

ll 
co

un
tr

ie
s 

of
 A

fr
ic

a,
 

A
si

a 
an

d 
La

tln
 a

nd
 S

ou
bh

 A
m

er
ic

a 
no

L 
in

cl
ud

ec
l

in
 e

ith
er

 
th

e 
so

ci
al

is
t 

or
 c

ap
lta

lls
t 

ca
te

go
ry

.

lo
o 

78
. 
B

 l
oo

10
0 

T
g,

4 
10

0

3.
4 

4.
2

l-9
62

L9
63

Id
IT

H
 U

N
D

E
R

D
E

V
E

LO
P

E
D

 
C

O
U

N
T

R
IE

S
2

3.
8

19
64

10
8.

3
B

B
.7

17
. 

B

18
"4

13
9 

.0
92

,3 5.
7

4.
4

19
65

r2
3,

4 
L4

2.
6

11
4 

. 
5 

r3
2.

2

18
. 
7 

20
 .

T

2L
.0

 
22

"7

9T
 .o

B
z.

3

3.
8

?o

L9
66

94
.1

90
.6 3.
2

3.
5

L9
6T

r\
5.

9
IO

I. 
O

LL
5.

2
11

0"
1

3.
7

4.
0

3"
7

20
"3

 
Lg

"g

^t
, ¿
q.

3 
¿

¿
.9

19
58

15
4.

1
15

>
"b

14
9.

 r
13

0.
7

4.
5

4.
4

15
1.

4
14

4.
8

'ìo
 n

20
.6

18
2.

 4
13

3.
 9

5.
3

4.
U

18
4"

0
13

9.
3

5-
0

4.
r

L7
5.

0
13

7.
r

4.
3

?o

l\) lIì N
)



253

t96B would indtcate a slight decLine in the share of exports

going to socialist countries. The besb that one can say is
that fhis share ìras remained virtually constant in the past

decade,

tsofh exports and imports bo capital_ist countries in-
creased by l-ess than the average rate durlng this period. In
partlcular it might be noted that the grr:wth of imports from

these countries was l-ess than the grov.ith of domestic in-
dusbry in East Germany, so that the dependence of the latLer
on the for¡ner might be said to have declined slÍghL1y.

Exports, hoi,vever, i.ncreaseci at a rate in excess of the in-
dustrial, grolvth rabe (6I.4f, vso 52"/").

It shoul-cl al-so be nobed that during some years,

especially between L963 and L966, exports and imports to anct

from caþitalist countries increased very rapidty, while

trade r,vlth the social-1st countrj-es was almosb sbagnatint,

The export and import indexes for capitalist countrÍes arso

suggest one other interesting possibility. In severaL

periods a lag betv,reen export and import growth seems eviclenL.

For exanple, a sharp increase in exports in L963 r-eci to a

sharp increase j-n imporLs, in 1964, not in 1963" Further
subsbantial- increases in exporbs 1n L964 and 1965 r,rere folLov¡ed

by sharp import increases in 1965 and 1966. 'rhen, a marked

slowdown in export grolvth in 1.966 (exports increasecl by



¿),1

only 2.3i¿ that year, eomparecl r,¡ibh 15,6'i' the previous year)

did noL resu1L in a cirop in iinports tiII L967. In Lhat

year imports dropped absolutely v¡hile exports continueci

to gror^r at a sl-ol¡ but positive rate. f t appears f;hat

large exporb gains in a given year may produce reserves

of foreign currency l¡hich affect iraport plans only 1n Che

f oll-or,ving year " An unanticipated drop in exporLs, cls in

1966, does not affect imporü plans that year, but may

force a drastic curtailtnent in i-tnports in the following

year.

Trade with underdeveloped countries forlns only a

smalI part of the total. Exports to these countries grevJ

very rapicily in the period fro:n 196\ 66 ( aboub 94f" in

bhat three year period) but lrnport grov.rbh lagged far be-

hind. Bebv¡een 1960 anci 1968 Lhe share of total East Gerinan

exports going to underdeveì-oped countries increased only

frorn 4,2% to 4,3f,, r^ihile the share of toba] inports conin¿

fron these countries decl-ined froin 4 .4',[ to 3.9/" ,

I"iore detail on bhe origin and destlnation of East

German exports ls provided in Tabl-e V-2. IE illusiraLes

the gro'lbh of exports to Lhe two inajor European traiiin¿;

bJ-ocs, Cori:econ f or the socialist countrj-es and the

liuropean Comnon l'larkeL (EEC ) f or ilest Europe .
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Exports Lo the Cornecon cc.¡untries were increasect

by TB/" betrveen 1960 and 196U, compared r^¡ith only 55/, to

E,E.C. countries. A similar discrepancy in growth

rates betv¡een the two blocs is apparent in irnports

('IabIe V-3), although for both bl-ocs iinporLs grew ilìore

sIo,rlly than exports.

Sorne of the counbries enjoying the largest 1n-

creases in trade r¡1th East Germany, like France ano Italy,

accolrnted for only a very smaÌl part of tobal brade. The

iinportance of the various countries to East Gerrnany, ancl

the relative change in their importance, is ill-ustrabed

1n Table V-4 , where the five J-eading countries are

ranked in order of their share of both East Ger¡nan exporls

and lmports.

Table V-4 indicates that in the periocl froln 1959

to 196i1 the U.S.S.R. was by far bhe rnost i;nportanb exporter

and irnporber for East Germany. rts share decl-inecl sli¿htly
1n both sectors but remained above Ujf, in each instance in
1968 . rn both exports and imports the share of itrest Germany,

i-ncluding l,,Jest Berl-in, declined, so that it dropped from

second to bhird prace, replaced by czechosÌovakia whose

trade wlth East Gernany has groivn very rapidly. polanci,

whose share of exports in Lgjg was considerabry hi65her bhan

ibs share of imports (8"7,% vs. 5.2%) encled up ]osinð ibs
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TA]JLE V-4

RA¡Ii( OF COUNTRIES BY SHARE OF TRADE iJITI{ EAST GÈIìì'{ANY

t95g AIJD lg6il

Rank Country 1959 Country
"/, of Total-

196U
% ot TotaL

Bxport s

1 U"S.S "R. 43.9 U.S.S,R. 41.4
2 vJesL Germany Czechoslovakia 10.6

( inc. tnl. BerIin) 10 . 7
3 Poland ð,7 vnlest Gerinany

( inc. i'i. Ber1in) 8. b
\ Czechoslovakia 8.1 PoLand. T.7
5 Flungary 4.1 riungary 5,L

Import s

I U.S.S.R. 45,8 U.S.S.R. 44.1
2 t¡lest Germany Czechoslovakia 9.7

( j-nc. Vi. ilerlin) 1f . 3
3 Czechoslovakj-a 7.9 l,lest Gerrnany

( inc . i^I. iJerLin) 'A .S
4 Poland 5,2 Poland 6,6
5 Hungary 4.1 Hungary 5.L
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export position by L969 and iras becoine the fourbh inosl

lmportant trading partner rvith East Gerrnany. ilun¿ary

increased its share of both irnports ancl exports betv¡een

1959 and 1968 and retaineci its flfth position.

i'Iest Gerrnany was Lhe only v.'estern country i'¡ibh a

substantial share in East German Lracte l,hroughout bhe

l-960 | s. For reasons lrhich might be expla.ineci by an analysis

of tradinE arrangenenLs betv¡een the two Gernranies, exporbs

Eo l,lest Berlln grew much more rapidly than exports to

\,iest Gerrnany, while the reverse tvas true f or i-mports. It

seens that West ilerlin indust'ry is increasingfy oependent

on supplles from East Germany.

Exl:ortq and lnports by Producb Sector

The anal-ysis up to ûhis polnt has concenbraf ecl on

the reglonal and soclal-pofitical distribuLion of East

German trade. It has sholn that the maj or part of bhis

trade 1s accountecl for by socj-a1ist countries in äasLern

Europe, primarlly the U.SoS.R. and Czechoslovakia. The

socialist share of both exports anci imports has re¡naineci

fairly constanl, but the sha¡:e of the Cornecon countries has
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definibely increased.

Ainong the capitalist countries only r;,iest Germatny

plays a major role in Bast Ger¡nan tracie" rts share has been

d.eclining in the pasb decade, though in absol-ute tenns bhere

have been substantial increases in both exports anci iinports.

Having analyzed trade by regional and bloc-secbors

we turn notv to a prod.uct analysis. In Tab1e V-5

the rel-ative contributions of bhe different product sectors

in East Gerrnany to that countryts foreign tracle have been

summarized. severaL important observabions emer8e fron
this tabIe.

First, in the Exports sector nore tl¡an half of all-

exports have corne from the l',letal Processing rndustry which,

as r,re have seen, r,vas also the most rapidly growin6 industry.
rts share of exports exceecs its share of home production by

a considerable margin (5j "9f6 to 38.4"i, in 1968) . Its share

of both home production ancl exports has been i-ncreasin¿5

through the 1960 r s. rn second prace j-s the pri;nary rndusbry

whose share of exports has been declining (along with
lts share of home procluction). The share of Li6ht ancl Iroocl

rndustries, on the other hand, does not fol-row the brencl of
these industrles in the do¡nestic raarkeb. rn tlie latter
this share decreased during the 1960rs wÌrile the share of
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TABLE V-5

EXPORTS AND II,{PORTS BY PRODUCT SECTO]ì

r96o 196 El

Producb Sector 1960 l-966 L96T r96d

Perce nb

EXI,ORTS

Products of Primary Industry 30.5 Z4.Z 24.3 22.6
Products of l'{etal_ Indusbry 5f . B |3,6 53,7 55.9Products of Light and Food

Industry f5. B Lg,6 19.3 l-g.5
Other Products I,9 2.6 Z.T Z"OTOTAL 100 100 100 100

Ii,IPORTS

Products of Pri-mary Industry 4I.B 36.7 35.4 33.8
Producbs of lrletal Industry 14.4 29 .L 30 .l 33.2
Products of Light and Food

Industry 27,7 22.0 23.3 ZZ.8
Proclucts of Agrlculture and

Forestry 15.4 11.7 10.7 g. BOthers 0.7 0.5 0.5 0.4TOTAL lOO lOO }OO ]OO

I Taken frorn S.J.D.D.R. 19æ, Table V, p. 300.
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exports was increasing.

In the Imports sector the position of the i4eta1

Processlng and Primary rndustries are reversed from that
in exports. Apparentl-y the poor resource base in East

Germany forced the country to d.evote a high proporcion

of the funds allocated for imports to raw materials.

However, in recent years the importat j_on of investinent

goods has been growing in significance¡ âs ls refl"ected in
the grovrth of inports by the l.letal- Industry during the

past decade. By 1968 the l"leta] share of imporLs r,ras l-ess

than one percentage point behind bhe Primary industry
se ct or.

The share of imports going to the LiAhL and Food

industries, and to agriculture, cleclineJ during the

decade. since this trend is the opposite of that founcl in
the export sector it would indicate the growing seLf-
sufficiency and even surplus production of the East Gerrnan

economy in these fields.

A more detailed picture of export growth i.rithln
the fastest growing sector is given in Table V_6.

Attention 1s focused on the export of those proclucts within
the Metal Processing sector whose production increasecl

most rapidly during the L960 r s ( see p. I'lT) .
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In the lntroduction to this analysis it v,ras sLated

that there might be a considerable correspondence betr^¡een

the grov,rth of a home industry and the growth of its exports

Ib was al-so suggested that this correspondence tnight be

even more marked in the case of exports to socialist

countries, especially those in Comecon, than in the case

of exports going to non-bl-oc eountries.

Tabl-e V-6 alLov¡s us to test this assumption.

Unfortunately it r,¡as not possible to derive series of data

f or the Correcon countries specif ica1J-y, but it should be

noted that Ín nost cases non-Corûecon soeialist countries

(China, Yugoslavia, North Korea, Cuba, ancl I'iorth Vietnatn)

accounted for less than L0% of the total trade r,vitli the

socialist b 1oc . Theref ore bhe teri-¿ 'r soci-aList countriesrr

can be taken in the present context to stand for Co¡necon

members. Exports to these countries can then be contrasted

wlth exports going to members of the ,{est European Coriunon

l¡larket (E.E.C.).

ït may be observed firsb of all that during the

brief period covered by bhis analysis, L964-I76T, bhe

export trade of East Gernany to all countries increased

by IB"/, (Cf . Table V-f ). Durlng that period expor.ts to

Comecon counbries grew relativel-y stovrly, by only IZil ,

whiIe exports to E.E.C. countries increased by ZO.8%

(ra¡l-e v-2) .
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Table V-6 indicates that exports of all types of

tnachines from the l4etai- Processing inclustry, to all
countrÍ.es, increased considerably faster duri-n¿ this perj_oo

than exports in general (28"3'i; vso the I\f" already notecl).

Bven more significant for the testing of our assumption

is the fact that the export of these rnachines to the

comecon (socialist) countries increased more than twice as

fasb as total- exports bo these countries (z5.zr" vs. LzT;) ,

lvhiLe the export of machines to the B.E.C. countries in-
creased less rapidly than exports in general_ (I4 "Tf,, vs.

r9f'). rn other words, the socialist portion of the export

sector of East Germany t s fastesb groivin6 ind.ustry expandecl

much nlore rapidly than the European comnon l,{arkeb portion.
This supports the suêgestion that changes in East German

industry are tied more c losely to export demancì f roin

socialist countries fhan to the export clemand. of non-

soclal-ist trading partners.

rt is i-nteresti-ng to note that bhe export of invest-
ment-type goods within the Metal Processing sector increaseci,
on the v¡hol-e, much less rapidly than the export of consurner

or rrf inaltr goods. Uncier investment goods one ivoul-il inclucle
the machines producecl for other industries, and possibly
also measuring instrunenbs. The export of the l_aLter ite¡n

actually decr"eased substantially cluring Lhis period.
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ttFinal proclucCsrtsuch as electrical household appliances and

office machineS were exported bo socialist countries al a

rapidly gror^ring rabe but seemed to find less accepcance

in the E.E.C. countries Lhan before L964.

Table V-7 provides more deüai1 on Lhis

subjecb. Exports to three Comecon countries, the U.S.S.R.,

Poland, and Czechoslovakia, can be contrasted with exports

bo the rnaj or trading partner within the E .E . C . , t¡ie st

Germany. It 1s also possible to compare the rate of export

expansion of various products, This will- be done first.

Products I ! deri-ve from the i'{etal Processing

Industry, products 10 1l from the leading sector of the

Primary Industry, Chemicals, and products LZ 14 from Light

Industry.

. I'lithin the l.{etals sector the export of capita} goods,

such as metal cutbing machine tooLs, ntachines for rnetallurgy

and electro-technical machÍnes (in contrast to el-ectro-

technical products) did not increase very rapidly betin¡een

1964 and 1968 (with the exception of rnetal cutting nrachines

to Poland). This, hotrever, is in contrast bo the period

1960 1964, rtrhen exports of these iterns to the socialÍst

countries increased subsbantially. The reversal- in trencl

might be due to the expiration of export obJ.igations prior
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to 1964, which in turn rn1¿ht reflect the grolvin¿ ability of

the social-ist countries to produce their ot^In capital goods

more efficiently, and it might al-so be due to an lncreasing

demand v¡lthin East German in<lustry for the use of these

machines.

The export of chetnical prociucts increaseci more

sharply than I'finaltrgoods in the l4etals sector, v¡hiIe

the growth of LiAht Industry exports is spotty but j-mpressive.

Unfortunately the data permit only a fev¡ cornparisons

between exports going to soclalist countries and to ylest

Germany (these goods are: lnetaL cuLtin6; rnachine tools,
eLectronic tubes, and typelvrlters). In the best example,

metal cutblng machine tooLs, exporbs to I,rlesb Germany

decLined betv¿een 1960 and 1964, and increased very

slightly betrveen 1964 and 1968. Just the opposlte pattern

was true for nost of the soci-al-ist countries. Bxoorts

of this product to these partners increased substantially
in the flrst period. In the second period exporLs to the

U.S .S . R. declined, üo Czechosl_ovakia they increased.

slightl-y, while to Porand they conbinued to increase at a

hlgh rate. rn generar it can be concl-uded that in this
particul-ar exanple the expansion of trade with the

social-ist countries rvas more substantial and sLeady than

wif h idest Gerrnany.
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Tabl-e V-B helps us to test soíne of

our assumptions about the growth of imports in the period

1960 to 1968" It i'ras stated previously that a grov,ring

industrial natlon like East Gerrnany might concentrate on

the importation of ralv materials and capital goods, either

to substltute for inefficient resources or to supplement

good but inadequate resources in the rapidly growing

manufacburing sectors. One might also expect a ciecl_ine

in the importation of consurner goods whose production,

we have seen, vras increasing rapidly during this period.

The anal-ysis might be orgariized as fol-lols:

Under ItReplacement Ggods for Poor_or Inaclequate

Resourcesil one might place such iterns as hard

g!, bar steel, and oil (items I 3).

2. Under rrSuppLelnenlgry Tnvest¡ilent Goods and

Resourcesrt one can place such iterns as: netal_

cuttint rnachj-ne tools, ¡nachines fgr Liêht and

Foocl Industry, Agricql'Lural I'Íachinery, Machines

for l'{gtallurgy, and possibly Trucks and Tractors
(items 4 - 9). ALso incLuded would be j-be¡ns

13 14, as support for the rapldly grolving

ChemlcaL industry.

1.

3. f tems 10 12 (TypewriLers, I{ousehold ,{ashing
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i{achine s , and Electro-Technical- Products)

might be classif ied as consu¡ner goods.

In line wlth our Þrevious assumptlons one ivould

expect the importation of ltems I 9 and 13 14 bo

expand at a substantj-al rate, and especlally more quickly

than items 10 L2. l,Iith the exception of a few iterns

in the first Iist, such as bar steel, hard coaL, and

metal cutting machines from Czechoslovakia, the grolvth

rate of imports generally supporbs these assu,nptions.

Hard coar imports grew very rapidly bebween 1960 and 1964

but the rate has slackened considerably since then, per-

haps because of the rapid expansion of oil imporbs fronr

the UoS.S.R. The irnportation of crude and fj_ne bar

steel has increased ab a very hlgh rate. i'{achines f or

use in grornring industries in East Gerniany r{ere al_so

imported at an increasing rate. The decline in tlie
importation of agricurtural rnachinery corresponcis to the
rerative decline of that sector within the econolny.

rn the few cases wher"e the data perinits cornparisons

between imports from i,iest Germany and the niaj or social-isb
'parnners, it is not easy to iÍetect any clear pattern.
Flard coal imports frorn Gerrnany decLined more rapldly
than from the social-ist counbries in 1964 1968, but they
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had gror^rn more rapidly between L960 ancl I96U. In the

case of bar steel ahnost the opposite is true. Irnports

from 1¡Jest Germany of this product had declined sharply

between 1960 and 1964, but increased very rapid.Iy after

L964, nore so than irnporLs of the saÍre fine bar steel

frorn the U.S"S.R"

In the case of metal- cutbing machi-ne tools, imports

from the U.S.SoR. and Pol-and lncreased much rnore rapidly

bhan from l,niest Germany during the whol-e of bhe period

1960 to 1968"

OveraLL ib would seem Elnaþ in these vitaL proclucts,

Bast Germanyrs imports from its sociaList partners tended

f o increase more rapidly than its imports from iriest Gerürany

during most of the period.

In general it may be said that in the period

covered by thls analysis, the expansion of the foreign
trade sector in East Germany tended to correspond to
the varying rates of growth of different sectors wlthin
the economy. rn particular, those sectors in East German,

industry which expanded most rapidly, notably Metars, also
increased their exports at a rate consj.derably above the

average. The exports of the fastest groling subsectors

within the MetaLs rndustry grevü aþ high but varylng rates.
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consumer or Í'inal- goods inoverl into the exporl, ¡rrarket at a

much f aster rate than investrnent goods, ref lecLin¿5 eiLiier
the gror,ring needs of the home industry i.or Lhe laLter,
or (and perhaps both) the rapid growth of capital goods

production within other sociafist countries. Exporbs of
some consumer goods to E.E.c. countries, however, declineci
durÍng the same period.

rn generar the comecon countries were more heaviry
involveci in the exporL of these goods emanating froin the
most rapldly expandlng industrial sector in East tìerlnany

than hrere bhe E.E,c. countries" This despite the fact
that in the period 1964 L96T total- exports to the E.E.c.
countries expanded ¡nore quickJ-y than exporbs to co,necon

partners. This supports bhe assumption t,hat the expansion
of Easb German industry (anci therefore structuraL changes in
industry) may be relatecl to its expori rel-ations witn the
comecon countries in a more ciecisive '/ray than to its
relations i^¡ith the European cornmon ivlarket counbries.
To schorars in Eastern Europe thls may seein obvious, buü it
1s still an assumption r^¡orth testing.

The import picture shoivs that Easb Germany substantially
increased its lmports of bhose invest¡nent and resource goc:cis

which could substitube for, or supplemenL, resources and
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and investment goods at home, The iinportatlon of con-

sumer goods increased ¡aore sIowly. vVhile bhe data was

not adequate to conf irin this, it suggesteci that bhe

lmportabion of those investment and resource items which

were generally tied to rapidly expanding industrial

sectors in East Gerrnany increased nore rapidly from

soclal-ist countries than frorn I'iest Germany.

t)D. ST]ìUCTURAL CHAI'IGES AND IìEG]OI,]AL ECOI{OI,{IC DEVBLOPJìit'NT

Like most nation states East Germany is dividecl

into regionaJ- units. The major unit is the districL
(Bezirk), of which Lhere are fifteen. In thls section

vÍe propose f o exainlne the impact of the type of structural
changes j ust nobed on the econonries of these distri_cts .

The econonic developrnent of any region withln a country

d.epencls on a number of facbors, such as the resource

base of the region, population changes, the degree of
accessibillty to cotlsutner markets, and the nature and leveL

of prevlous economic developinent.

The resource base is especially iinportant for such

primary indusbrles as fuer and enerdy¡ heavy indusbry, rninin6

and agrlcul-ture. rrigure v-1 illustraLes the resource pal,bern

of East Germany and shows very ctearly the ¡narked dispa.rifies
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Figure V-I.

iìESOUIìCE DTSTÍIIISUTION IN iiAST GERMANY
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betlveen dlfferent regions in the country, especially between

the north and the south. The extreme south is charaeterized.

by such rnineral- resources as nickel, Iead, zinc, pev;ter,

uraniurn, hard coal and iron ore, aLl_ very inrportant f or

both light and heavy industry" Norbh-east, in the Cotbbus

regionr lie the large fiel-ds of tignite coal, the support

of fuel, energ¡¡, and heavy industry, t'Jesb of this, in
Hallen Erfurt, and ìi{agdeburb are the major resources for
the chemical inciustry. In contrast to ilrese soubhern

regions the area north of ilerlin is almost bare of those

resources r^¡hich have proven to be so important for bhe

development of primary industry. For this type of indus try,
then, the resource base ]ilnits some regions in their
development and gives unique opportunibies to others.

Other industries, l-ike construction, rnay depenci nrot e

on the generaì- rate of economic activity anti on populabion

grov,rth f or thelr developraent. still others, such as precj_sion

tools and el-ectro-cechnicaÌ goocis, depend primarily on

technology, rvhich in ltself is a mixture of avai]ability of
resources and speciar ski1ls. To the extent that technorogy

depends on resources cerLain reglons wil-1 again be favored.,

but Eo the extent that it depends upon the developinenb of

speciar skllls aLr regions can share in the growth of the

econority.
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Accessibility üo donrestic anci forei,'n rnarkets is
based partly, like resources, on geographicar factors.
These again are ttg,ivenrt to soìîe extent anci favor some

regj-ons above others. Hor,jever, bhrou¿;h the developinent of
nerv transportation and corrununicablon systenrs and the
growth of popuJ-ation the effective rnarket for a particular
region can be changed considerabty over time. Therefore

this too is to some extent a variable factor ivhose change

can arter the course of a re6ionts economic development.

'vlhether or nob a particula.r region wil_I be abl"e to
al-ter the course of its previous developnent wilL clepend

on its rate of parbicipation in those sectors ancì prociucts

1n the econorìly which are expanoing their producbion rnosb

quickry, both for the domestic anci the forelgn market.

rts rate of parbicipatlon rnay depend partly on its past

rate (e.g. the degree to which it r,ras previously in-
dustriaLized) and partry on the grorvth of such variabre
f actors as technology, population, and. nelv f or¡ns of
communication and transportation within its boundaries.

In other lvords, the extent to vrhich pasb regionat
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disparitiesl a"" overcome, and new ones createcl, in a ¿iven

period of tirne rnay depeno partly on: (1) the nabure of the

region?s econo¡nic structure at the beginning of the period,

and (2) the introduction of new technlques, ¡narkets and

industries during the period"

The first conclition implies thab those regions v¡hose

econo¡nies were geared to the inost rapidly expanclin6 sectors

of the econorny (e.9. lndustry and construction) and to the

most rapidly expanding industrial sectors (e.S. Metal-

Processing) at the beginnin¿ of the perioci woul-d, prj-ma

facie, enjoy an edge ln their potential for economic grorvth

in the ensuing period. The extent to which this proved to
be true will be exainined shortly.

The second conclition has been introduced to heLp

explaln posslble departures from past patterns of econonric

developments (as suggested by the first condition). Our

concern will be wibh those districts which departecl frorn

I Regionar disparity is often measured in incornetertns, meani-ng the difference bebwee¡r average per capiLa
i.ncomes in different regions of a country. -suòh datà isnot availabl-e by regions for East Germany. consequentry
we have deffned regional dÍsparj_t¡r for tñis country interms of production potentiar: Lhe degree to v¡hich aparbicul-ar regionr pêlative to others, participates in bhemost rapidly developing procìuction secbòrs of the econo;nyand the rate aE v¡hich i-t is abLe to increase its overal_l_production by participation in these sectors.
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their inltial economic structure, elther by decreasin6

or increasing their relative share of the most raplcily

gror,ring sectors. In bhis section we wilL exarnine hog

such changes vrere accornplished. In the next chapter the

rel-ationship between such chan¿5es anci econoniic plannln¿3

wiLl- be analyzed"

Presurnably, i-n a planned socialist econorûy ¡ âhV

substantial shif'ts in the structure of a regionr s economy

may be attributed at }east in part to the policies of the

planners, The encoura6emenb of cerbain j-ndustries, throu¿h

the allocation of productive factors, the introduction of'

new bechniques and the expansion of markets will be in-

fluenced by such policies. These measures in turn Iray have

profound effects on regional econonies, and they may

either all-eviate or aggravate past ciisparibies. Ib seents

sonev¡hat strange, then, that very little attention has

apparently been given by social-ist economists to these

regional impJ-icabions of cenbra] planning. The writer is noL

a1^rare of any treatment similar bo that undertaken here,

although it is clear froin the presentabion of data 1n tne

statistical yearbooks bhat the regional structure of the

East German econorny is considereii important by state planners.

The first probl-ern we wish to examine here j-s bhe

lmpact of a reglonrs economic structure at the beginning
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of a period on ibs subsequent development. The question

can be phrased as f ollows : to t^lhat extent clÍd a region I s

inltial participation in the most rapidly expandi-ng econoinic

and industrial sectors detertnirre its econoinic growth in the

subsequent period?

ft was observed. previot-tsly (see Fi6ure IV-3) that

industry and construction grevr more rapldly than any other

East Gernan econornic sector 1n the period 1960-6B. Siuce,

in all regionse industry vJaS much more iinportant in ter¡ns

of its share of bobal production and etnploytnent than con-

struction (see Tab1e V-9), one might have ¿uessecl in 1960

that subsequent development would depend at l-easb partl-y on

the deglee of il'rdustrialization in a particular region.

Table V-9 indicates that in L959 in every distrlc0

but two (lVeu Brandenburg ancl Schwerin) indusbrial production

accounted for more than 50/, of totaL production. By L967

this had also becoine true of Schwerin. In this sense

vlrtually every disbricb in East Germany must be considered

an industrial dlstrict. l3y 1967 industry had beco;ne the

singJ-e most importanL sector even in the district of ì'Teu

Brandenburg.

i,ihat Ì^re are lnterested in, hovtever, is the clegree

of industrializati.on within each cilstrict. Three separate
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categories have been establ-ished for thls purpose.

In category A we place those districts in v¡hich

industryts share of total producbion in L959 was moxe !.han _65/,.

These might then be ca]l-ed the ilighly Inclustrialized

regions of East Gerinany.

Category B incLudes those districts in whÍch industrial

productlon in 1959 accounted for betlveen 55-65'/" of total

production Ín 1959. These night be consj-derecl the i'{ediu¡n

Industriallzed reglons .

Category C incLudes thgse districts in which industrial-

production accounted for l-ess_than 55% of total production

in f959. These can be consj-dered the Least IndustriaLized

regions of East Germany.

Thls categorlzation of regions is il-lusbrated in
Figure V-2. Category A the mosb highly industrializecr

regiou, is shown in red, category B in brown, ancl category

C in orange. Our previous look aE Figure V-l might have pre-

pared us for the result, and lllustrates the great

lmportance of resources for industrialj_zation. The tnove-

ment from high to lor,v indusbrialization¡ âs of L9j9, is a

movement from South to North in East Germany.

i{aving established this basic pattern of incrustriaLiza-
tion for the country as a whoLe in bhe base year l-9r9., we can
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go on to exainine the kind of changes that have occurred to
disrupt the pattern in the 1960ts.

Table V-]I at fhe end of this section iLlustraLes
the relative grovrth of the different regions after 1959 by

showing their degree of participation in the procluction

of' various economic sectors in L959 and 1967. For

exarnple, an i-ncrease in the share of gross industrial
production from 2,Bf' to 3.0f" by the district of Rostock

between r95g and 196T mear-ìs that bhis clistricL increaseci

its industrial procluction by more than the average rate
during this periocì.1

A change in the share of gross output for rtAI]

sectorsrr means that a given district t s totaL econorny gre-'ù

or decl-ined relative to obhers during the period. rn the
follorving analysis v¡e speak of rtgrowing" or 'rdeclining'r
districbs in this relative way.

1 Actually the ciaba must be lnterpreted sornewhatcautiously. 'rhe resul,ts shown in Tabl_e v-ll are baseddirectl-y on the East German statistical yearbooks, butthese same yearbooks, in other places, give data wrricr,sometimes lead bo contradictory conc rúsions. Thus thedata used for Tabl-e v-12 produões rabes of growth forRostock and Gera which are slightly below average, ano r,¡hichshould consequently have shov¡n a dócline i_n Lheir share or'i-ndustrial- production. The problern lies in the facb tiratthe data for Tabr-e v-rl is so:netimes given in ter¡ns ofcurrent prices, irhire that for Table v-l2 is giver,1n constant plan'ing prices. As lon¿ as these rninor dis-crepancles are kept in mlnd the foll-ðwing analysis is notaffected boo much.
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Such changes are ll_lustrated in Figure V-3-

The vertical lines indicate those ciistricts whose share

of total economic outpuL increasecl betv¡een I9j9 and L96T

t¡hile the horizontal lines represenl, those districts
v¡hose share declined. The results are somewhab surprisÍng.
Those districts cabegorized as B and c on the basis of their
initial- clegree of industrialízation uniforrnly increased their
share of total production cluring this period, while rnost of
the disbricts in eategory A had a <ieclining share. vJe

assumed before that those regions whose econornies were

geared. to the most rapidly expanding sectors woul-ci, prirrra

facie, enjoy an edge in their potential for econonlic growbh.

rnstead, the reast industrial,ized regions on the v¡hore 6rer,r

more rapidly than the others. They did this prirnariry by

increasing their share of industrial_ prociuction.

This is supported by other data in Table V-Il
whlch is summarized in coLumns 3 - 6 of Table V-10

columns shol that aLr of the distrlcts in category ts

increased their share of gross industrial producbionf

in the A category onty Erfurb and suhr, and possibily
did the same.

These

anci C

, while

Gera,

Adding up the negatives of coluinns 3 - 6 (inaicabin6

1i^lith the possibre exception of Rostock, cf. f .rr. lrp. zgq,
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a decllne 1n the share of each ciistrict in the f'our inajor

sectors: industry, constr"uctlon, agriculture, ancl

transportation and cornmunj-cation procluces the foJ_lov,ring

resuLt: The B and c clistricts have only six negatives
( decLines ) ciistributecl among seven cÌlstricts, or l_ess than

one decline per d.istrict. The A districbs, on the other hand,

have tvrenty-si¡ negatives ( decl-j-nes) anon¿ ei¡¡ht ciistricLs,
or more than three declines per district. rt shouLd be

noted that Berlin is incruded in the A troup for this purpose.

ïb was actuaì-Iy in the ts group in 1959 but its industrial
growth in the 1960ts (though not sbrong enough to i_ncrease

lts share of industry) brought it into the A.category by

1967. No other district, by the vrâv¡ shifted frora one

category to anoLher, desplte the relative changes j ust not,ecr.

These resul-ts indicabe a rather significant chan¿e

in the regional sbructure of East Germany betv,¡een Lg5g and

1967. rncreases in bhe share of industrial prociuction, ano

1n the share of severar other sectors, pernibtecì the l-east
lndustrialized regions to i-ncrease their share oÍ, botal_

economj_c output.

This analysis can nohr

lmpact of structuraL changes

on regional developmenL. We

industriaLlzation in the base

be extendeci by examinins; the

i^¡ithin the indusbrial_ sector

have seen that the degree of.

year L959 provideci no cLue upon
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i^rhich to base predicLions of the rabe of grovith of the

various distrlcts in the 1960rs, even if one had known in
advance that indus'r,ry ivould be the f astest grovrin¿ sector.

The rabe of increase in inciustrlaL activity by each distric t

was the cruclal factor and this, strangely enough, was

alrnost related inversely to the initial degree of inouslriaLi-

zation.

One rnight also have assumeci that those districts

whÍch i-n 1959 had the maj or part of their industrial pro-

duction j.n the fastest growing industrial sectors would have

enjoyed the most substantial output grolvth in the 1960rs.

Again, the actual picture is more conplicated than that.

l'tre have seen previously (p. IT6 ) tfiat the major

lndustriaL sectors grevr in the folloi,ring orrier during the

l-960 ? s. 1. MetaLs , 2. Pri-niary Industry, J. Llght
Industry, and 4. Foods. One woulcl expect, therefore, that
those districts r^rhich lncreased bheir share of total econo¡nic

oubput (and total- lndusbriaL procluction) during Lhis period,

v¡oul-d have been charact exized in the base year by high

participation in the leading sectors, above aII, in the

Metal- Processing rndustry. I','igure v-4 shows, hol,iever, unat

this was not arways so. rn thls rnap each disbrict is
cabegorized on the basis of the leading industrlaL sector

wlthin the dlstrict in 1959. rn most cases the leaciing
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sector was significantly more in'rporbant than any other, account-
ing for rnore than one third of tobal- indusbriaL procìuction.

rn bwo cases no slngle sector r^ras tirat significant and the

tv¡o leading ones r^rere chosen Lo represent bhe ciistrict.

ïn four of the nine rrgrolvlngrt districts the l,ietars

industry v,ras not one of bhe reading sectors, while in four
of the f ive rf declining" tlistricts ( a6ain, "declining' in
terrns of the share of total outpub) ic vías. rn tv¿o of bhe

groiving dlstricf s the Least rapidly grouring inclustriaj-
sector, the f ood processing indusLry, r^,ras the raaj or sector.

once again, the significant fact is not ilre initial
degree of parbicipation in the fastest growing industrial
sectors, but ûhe increase in bhe rabe of grovlth of these
sectors r^rÍthin each district that counteci. on Lhe whoie

bhose districts in lvhich the fastest gro'ring sectors were

not too important in 1959 increased bheir production in Lhese

sectors just as much, and in severaL cases even r¡iore, than
bhe districts in which tiiese sectors were extreìr1el-y irnportant.

Table V-IO , Columns l0 LT t tel_Is us lnore abouL

the relative growth of each disbrict wibh regarcl to the
fastest growing inciustrial subsecLors. i{e d.iscover Lnere
that regardless of whlch industrial secbor" characLerized the
lndustry of each disürict in rgjg, unusual.ly sbrong ( or srorv)
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gror,,rth in some of the leading subsegtors d.uring the

1960 t s accounts for the overall econolnic growbh of the

dlstrict. The negative and pJ-us signs in these coLurnns

indicate whether the share of each lndustry in the particul-ar

subseetor decreased or j-ncreased betr¡een 196I and 1967, the

years for rvhich comparative data lvas avaiLabl,e. The sub-

sectors are or"dered horizontally in terms of their rate of

grorlrth, in descendlng order froin l-eft to right,

Tabl-e V-I3 supplements these results by shoviin6 the

rates of grolvbh in all of t.he subsectors in the I'ietals and.

Prirnary secbors by those districts lvhich accounted for over

hal-f the total production of these subsectors. Thi-s tell-s us

how individual distrlcbs increased their production of Lhose

goods in which they played a leadÍng role durin5 the 1960ts.

Our main concern is v¡ith those di_stricts in rvhich

there were substantlaL shifts in the share of total econoinic

output and industrial producbion. rn the next chapter we

t'uiIl exanine the extent to r,¡hich such shifts vrere rracci-dentaLil

(i.e. caused by the same type of markeb changes and

fechnological factors bhat characterize capltallst econornies)

and bo what extent bhey may have been the result of deliberate
regional plannlng on the parb of the cenbraL and regional
planning agencies.
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The four districbs shovring the ¿3reatest percenta¿e

increase 1n their perce-ntage share of gross output for all-

sectors betv¡een l-959 and l-967 were: (in descencilng order)

]. Frankfurt

2. Neu Brancienburg

3. Cottbus

4. Pobsdam

The four districbs showing the greatest percentage

decrease in thelr percentage share of gross output for al-l

secbors in the satne period vrere:

1. Leipzig

2, East Berl-in

3. Dresden

4. Kar] I'4arx Stadt

With the help of Tables V-10 - V-tq we can now examine the

apparent reasons for the significant shlfts 1n these ciistricbs.

I. Growlng Districts (as defined above) :

I. Frankfurt: This district had the greatesi 1n-

crease in industriaL procÌucLion (130.T%), accounted

for by very large increases ln electro-technical_

products ( 3f 0% ) and chemi_ca1s (3l5it) . In the

former it jumped from IzEh to 7th place in
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production and in the latter fro¡lr 8ti: to
4tfr place " These increases, together rvitlr

smaller increases in general and heavy machinery,

far outweighed the relative declines in pre-

cision tools and optics, ltretalwares, anci energy .

2. Neu Brandenþu:ig,: This least industrialized of

all districts increased its share of precision

tools-optics and energy so substanbialJ_y birat the

increases more than compensated for relative
decl-ines in el-ectro-technical, rnetal-lvares, and

general and heavy machinery.

3. Cottbus: The overaLl grorvth of this distrlct is
rather surprising in vie',v of ibs substantial in-
vol"vemenb in the declining lignite industry.
However, it greatly increased its share of inetal-

wares and energy procluction, both of whlch were

rapidly grolving subsectors in bhe whole econoìny.

The latter, of course, is heavily clependent on

lignlte production and represenbs an efficient
utillzation of the prociuct. Energy production

in Cobbbus lncreased by Zl-3.Zf" between L96t

and 1967, rnaklng it the leading energy prociucer

in East Ger;nany. Increases here more bhan coìrl-

pensated for a substantial reLative decl_ine in



J05

general maehinery production and ]esser

decl-ines in the share of heavy inachinery and

precj-sion tool-s and optics 
"

4, Potsdam: In this district very substantial- in-

creases ln precision tools and optics (L72.5i,,)

and Iesser i-ncreases in the shares c¡f metah¡ares

and energy more than contpensabecl for relative

declines in the electro-technical, chentical-, and

' general ancl heavy nachinery fields.

II . Decl-ining Distrlcts (as defined above):

L. Lelpzig: This district experienced rather sub-

stantial relative decl-ines in three imporbant

f ields: precision tools and optics, tnebalvrares,

and energy. In the f irst f ield it incre¿rseci

producbion by aboub 53/", considerably bel-olv ihe

82,97, lncrease for the l.¡hole industry. In

metalwares it increased producbion 43.9/,, belolv

the 60,6/" average increase for the inclustry, ancl

in energy it raised production by only about 5-/"

compared with the indusfry average of 47 .Oit.

These rel-ative losses t^rere suf f icienb bo of f set

the relative gains made in heavy nrachinery,

electronlc-t,echnlcal-s and in general macirinery.
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2, East Berlin: This ciistrict suffered an overal_l

loss in:Lts rel-ative position because it ciid

not grow by an average rate in such irnportant

flelds as precision tooLs and optics, general

tnachinery, and energy. Its relabive losses

here Írore than offseb reLative gains in electronic-
technicals, metalivares, and heavy machinery.

Dresden: This district increased its pro-

duction in the fastest grovring subsector, eJ-ectronic-

technical, by only 397 in this period, v,rhile ilre

average increase was T0,Bf,. Its growLh in energy

and heavy machinery r^¡as al-so considerabLy bel-ov¡

the average, more than offsett,ing relative in:
creases in such subsectors as metalruares,

chemicals and vehicl-es. It was the only district
which Lost its relatlve position in all of the

sectors noted in Table V-l-O.

4. Karl l,larx Stadt: Its relatively sLow growth in
precision tool_s, venicles

off'seb rel-ative gains ln
machinery and energy.

eLectro-bechnicals,

and heavy machinery

metalwares, general

The relative gains and Losses of these

eighü districbs 1n ilre years 1959 196T were substantial
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enough to warrant further consideration. In the next chapLer

the relationship betin¡een these shif'ts and economj-c plannin¿

rt'111- be exalnined specif ically 
"

One possible cause of the shiftsr probably nof re-

l-ated to planning, is that of population grolvth. Table',1-L2

provides an index of such growth for lhe years 1960-64 and

1965-67 " Gains or losses for these periods are suminarizeci

f or each ciistrict in Table V-10, colurnn !. 0n the whole

there seems to be a positive correl-ation betv¡een population

growth ancl f he rates of econo¡nic grovith j ust observed.l

In all of the growing districts population expancled in

at least one of the tlo periods, v'rhile in three of Che

four disbricts r.¡hich had bhe greatest relative decline

it declined or stagnated in both periods. In vÍew of

the extreme labor shorlage in East Germany, and in

light of the fact that sonte of the most rapidly

expanding inciustries in East Gerrnany are conslclered

labor-lntensive (e"g. preclsion Lools ancl optlcs,

and elecUro-technlcals) this resul-t is not very

1 The structure of the population, lncluding the aÁIe
dfstribution, is also significant. In 1967 growing ciistricts
like Rosbock, Irrankf'urt, Cotf bus, Potsdam and l,leu ìSrandenburg
had more than 257, of their populaûion in the under L5 years
bracket, and less than Lóf" in bhe retired bracket (over 6S
years for men and 6O for women). In East Berl-in, Dresclen,
Lelpzigt and Karl--lt{arx-SLadt the under-Il share of total-
populabion was l-ess than 227, and the rebireci share rnore than
20f," (S.J.D.D.R. t!611, p. 5LT).
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lsurprtslnd. -

To surnmarize the general results of this sectionr wê

have discovered that the initiaL degree of participation by

the various districts in the most rapidly growing econoinic

and industrial sectors and subsectors does not provlde a good

explanation of their subsequent gror.vth in the 1960 r s. lJhat

thls means j-s that fairly significanb shifts fron previous

patterns of indusbrialization t,ook place. I'lhile the shifts

were not large enough to nlove any of the dlstricts to a

substantialty higher level of i-ndustriali zalion (wibh the

excepLion of tserl-in, whJ-ch was cLose to category A in

I959r Do district shifted fro¡r one industriaL cate6ory to

another as definecj in Column I Tab1e V-10) tfie rates of

growth of eight districts r,rere sufficiently below ol" above

the average rate of 6rowth bo warrant furbher exanination.

Specif ica1ly ¡ Þrê v¡ilI attempt to evaLuate the extent to

which these shifts - rvhich are really tantainount to regional

sfructural changes - were bhe result of deLiberate 6overn-

ment planning. This is done ln the next chapter r,vhere

the generaÌ relatlonshlp beti^reen planning and structural
changes in the Easb Genrian econorìry 1s airalyzecl.

1 At the same time iL shoul-d be noLed thab precisly the
growing districts de-etnphasized such labor-intensive sectors,
fheir share oecLining in severar instances. Their gror,vth inay
be attributed partly to their ability to shift out of scâre-
factor sectors into secLors where less ]abor was needed.
( e . g. energ]¡ and. chemj-cal-s ) "
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TAiiLE V-I3

PRODUCTION ÏN IVIAJOR SUBSJ]CTOÌìS BY DISTRICT

(ACCOUNTING F'OR OVER 50% OF PRODUCTION)

IOOO I'1 G}ìOSS PRODUCT

Subsector
and

Product Dis tri ct 1g 61 t967

Energy

TOTAL

I.{ining

TOTAL

MetalÌurgy

TOTAL

Chemi caLs

TOTAL

Buildlng
It{aterial-s

TOTAL

Heavy Machinery

TOTAL

General l,lachlnery

Hal,le
Dresden
Cotbbus
Berl- i n

C ot tbus
HaLle

Halle
Dre sden
Pot s dam

Ila1le
Leip zig
Dre s <len

Dres den
Ha1le
l4agcleburg
F rankfurt

Magdeburg
I{a]1e
Leipzig

l(arI i'iarx Stadt
Lelp zlg
Dresden

201r4t1
L86,492
184,888
L35,g87

1r 200 ,9I7
BB3,6 7g
7rT ,t7 2

2,7 29 ,965

Lrr76rfo3
963,roB
85i,9io

4 ,Bzi,96'l
4,835,'ò62
L,757 ,gg7
L,028 1526

11, 3o 2 r349

244,408
230,99r
r4o , U67
140, r4 7

1 r 46 2,269

l-ro03r062
TT9,O5L
508,062

4 r247 ,707

gij4,144
69i ,T 99
6d9,16i

4 ,467 ,635

tgT,3gr
220,5Tr
5'.lg,L[g
rT 4 ,r24

LrT65,T96

9ro 1022
614r008

2r6g6ro86

r r5TT ,650
g4g,4r3
807,965

4,752,448

7 ,028,020
r ,7 82 r3g\
r rT 32, oo7

LT ,542,023

305, 40 2
392,693
27 2,L97
16Ur238

2,073,48q

Ir2g5 r263
L,236185d

85e, rgó
6 r254 ,Lz¡5

r,554 ,4oT
Iro80 r653
1,0541520
6 ,663,r7 3TOTAL
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TABLE V-13 ConLinueci

PRODUCTIOI{ ITI ]'{AJOR SUBSECTORS BY DIS'I'RICT

(ACCOUNTING FOR OVER 50;¿ OF PRODUCTION)

IOOO IVI GROSS PRODUCT

Subsect or
and

Procluct Di strict T96I 196T

Vehic Ie s

TOTAL

Shipb ui Iding
TOTAL

Castings and
F orgings

TOTAL

Metalwares

TOTAL

El-e ctro-Te chnic aL

TOTAL

Precision Tools
and Optics

Karl i4arx Stadt
Erfurt
Dresden
Hal-le
Potsdam

Rostock

Leiozig
Karl iviarx Stadt
Dresden

Kar] I{arx
Hai-1e
Dresden
Leip z1g

BerIin
Dre sden
Karl- i{arx
Brfurt

Erfurt
Gera
Dresden
Pot sdam

S tadt

Stadt

L ,235 ,2L4
725,57r
55L,LT o
5L5,965

. 4ó5,367
5,098 r 321

ggg,LgT
Ìr212r400

r92,504
r52,8rT
l-2l-,l-65
B7g,381

400,535
230,053
227 ,307
182,5 84

1,892,269
'r 

,520 , 13 6
fr137r4B8

Bo9,TL2
493,597

5,923,084

364,068
242ro4o
233,635
L21, llL

1r50T,69r

1r46rr2-(7
9'lI '5 

j3
797 ,rL'-l
513,007

l_, Lo 7 ,042
6,534,66t

Lr 6t_l_ ,gT3
t-rd4gr75L

237 ,5 35
ITT,OT ö
r34 ,2 39

1, 0 24 ,328

734,946
341,307
365,490
262,653

3,039,696

2 r666,l_1U
t_r580,4'ó6
Ir2L3r254
1r046 r26'.1

l_0r119r194

60z,To6
405,226
396,L54
32g,ggl-

2,758,l-77TOTAL
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CHAPTBJì VÏ

ECOI,]OT.{IC PI,ANT]IÀIG AND STRUCTURAL CFIANGES:

AN EVALUATION

This chapter sunmarizes some oÍ'the prececling

material and evaluates the relationship between econonric

planning and structural changes in the East German

e c onomy 
"

We have seen that economic planning in Easb Gernrany

during the 1960s ivas characterized by substantial chan-es

in organization, both internal and external, and proceeded

on the basis of cief inite output, investment, and employ-

menf goa)-s. The eff'orbs macie to acirieve these goals hao

far-reaching implications for the structure of the East

German economy and for regional development.

Among the more inrportant organi za,;ional feabures of

economic planning have been:

I. The attainment of a very high degree of sta'ue

ownership in most economic sectors. By f96T

more than 80|l of the output of each econolnic

sector i^IaS being oroduced by state enterp'ises.
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state participaLion in the production of industry
was more than \Sf in every inclustrial- sector

except Light Industry.

The developrnent of a more rational pricing sysLenr,

i.e. prices reflecting t,he relative costs of
dif f erent producb s . This was starLed in Lg6 3 r,vith

a revaluabion of capital- assets. A seconcì stage

was begun in 1964 with nel prices for primary

product,s. This stage was considerecl lnore or

less compJ-ete in L967 lvith new prlces f.or most

industrial- products. Since then efforts have

been made to relate prices to the capital in_
tensity of ciifferent producbs, so as to encouraóe

a high level- of investment in those sectors bhat

need it. very recentry Lhe foreign trade sector
has aLso been subjected to such measures. An

attempt is being macie to narrow the gap beLween

dornestic prices and foreign tracle prices.

The reorganization of the planning system itserf.
since 1959 several steps have been taken to
decentraLize the system, not for the sake of
decentraLrza?ion but to facil-itate the central
direcbion of the economv amidst incr"easing

comnJ-exity resurLin¿; frorn a groiving, di.versifiecì

2Jc
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economy. This has rneânb givinS more responsibiJ_i1iy

to the midrile echelons of po!,/er, the VVds, a.n,1

to the district econornic councirs. This poricy
rvas inpremeirted doilesticalry in t,he i,,Jev¡ ¡lconornÍc

Syste¡n of 1963 " EÍ'f'orts have been made in recent

years fo extencl it to Íorei¿n tr¿rcie as l.¿elI.

4 " A greater integration of foreign trade and

dornestic pranning, through coi'{EcoN and through
bilateral agreements r,¡ith various sociarist
countries, especially the U.S.S.R.

These organizabionar changes vlere oesigned i;o

facilitate ilre planning of investment and labor, and the
abtai-nment of trade anci production goals. The main pur-
pose of this chapter is to evaluate the extent to v¡hich

such measures have been successful. This requires a coin-

parison of specific planning goars (outlined in chapters rr
and rrr) rviLh acbuar achievements (chapters r-v and v) . ,l.,his

rr'ilL be done first for the economy as a whore and then for
the industrial sector.

A. ECONOI'.{Y-ì./IDE STRUOTURAL PLANNTNG AND ACH]EVE,IvÌdI,]TS

One of the basic goars of .tiast Gernan pranners in the
1960s riras to increase industrial production considerably
more rapldly than the outpuü of the econoiÍty as a r^rhole. Ib
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was stated specif icalJ-y that rndustry t s share of material_

production \^Ias bo increase frorn 66"i, to TO% beb,.r¡een Lg63 and

1970. Labor and capital rvere to be allocabecl in such a way

as to achieve this desired result.

The foLlowing tables inoicate the exLent to lr¡hich

these goals vrere realized, Table vr-l shows the rate of

TABLE VI-l

RATE OF CHANGE Ii{ EI\IPLOYI.'ENT AND

BY ECONOivIIC SECTOR, f950-1958 and

INVESTi''IENT

r96o-r96u1

Sector Employment
I95B as 7, of 1968 as /, of

fnvestment
196 ij as % of

1g6o1950 1958

Industry

Const ruct i on

Agriculture

Trade

Transport and
C ornmuni c at i ons

All Sectors

I Results
ep. cit. , p. 44.

r2r.7

I2T ,6

74.2

I29,8

TTT.6

L10.2

101_ . 4

109.9

Bl. 9

gB.4

97 .6

100. 3

164.0

26U .0

2L5.g

310.9

r49.9

164.5

for 1950 1958 calcul-abed from i.J. St olper,
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i-ncrease in employment f or all sectors in tlvo periods, l95O

l-95B and 1960 to 1968, together with increases j_n invest-
ment for the latter peri-oci.

The employment data indicate that 1abor force

increases in the first period brere much more substantial
than in the second. This is true for each separate sector

and for all sectors comblned. This illustrates again a basic

nrobrem of the East German economy: the virtual- stagnation

of the labor force in bhe past decade.

fn the second. period only two sectors, industry and

construction, had absorute Íncreases in employment. Èrnploy-

ment in Índustry grew rnore rapidly than in any sector except

construcbion. This contrasts lvith the f irst periocl when

employment grew more rapidly in the tracie sector ancl very

rapidly as wel-l- in bransport and communications. rL appears,

then, that pJ-anners made special efforts in the rg6c perlocj.

to retain employrnenL in inciustry, anci construction bo in-
crease production in those sectors rel_ative to others.

The investment, picLure is noL quite so cl-ear. rnvest-
ment in industry in 1960-r968 increased ab about bhe average

rafe l'or a1l- sectors. The increases in consLrucl,ion,

agriculture, and trade h/ere consicierably greater t,han those

for industry. This Ìneans aLso thaL the share of investlllent



aLlocated to industry

this period. This is

that industr¡¡ts share

1950 to 41. Bl irr 196E,

rernained at about fhe

Table IV-21 indicabed

more rapidì-y than the

investment increased)

lov¡ the average level

324

rnust have decl-ined s ligirt ly ciurin6

conf irined by 'Iable VI:2. It shol¡s

of emol-oynent increased f ro:n 36. ¿/, in
but its share of total investinent

same 1eveI. Actua1ly,

that industry investrient increasecì

average (and hence its share of total-

between 1960 ancl 196T and ciroppeo be-

only in 1968. In the lauLer

TABLE VI-2

sHARE 0þ' E;4PLOYI4IìNT (E) A\tD IhIVES'IivEt'tT (I) By

ECONOIflC SECTOR]

Secbor

Industry

Const ruct ion

Agri cul-t ure

Trade

Transport and
Cornmuni cat ions

Others

Total

Year and

1958

Factor of
196 o

Prociuct 1on

196óL95o

liEb

38.2

5,3

26 .6

8.5

6.1

15.3

100 .0

llz .4

6.r
L9.2

t1" 3

6.5

14.5

100.0

41.4

6.r
17. o

1l_. 6

7.2

L6.T

100.0

47.5

2.5

11. I
2,5

10. l_

25 .6

100.0

41. I
6.t

f3.8

11.4

7.0

19.3

]00.0

47 .4

4.1

L5.5

4.7

9.2

19.1

100. 0

1 Data for L950-1958, !r/. Stolper, Ibid, p. 37.
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year there i^¡ere unusually large increases in invesb¡nent in
agriculturer' trade, construction, anct transportation ancl

comrnunication at the expense, apparenLry, of industry.
Therefore, during most of the peri-od 1960-L968 industry
invesbment increased more rapidly than the average, an,.l

industryls share of total investment increased correspondingly

one mighb have expected the increase to be rarger than it

Tur, hov¡ever, in vier¡ of the strong einphasis given to
lndustry.

There may be several reasons why Ìnore labor anci

i-nvestment rvere not al-located to indusbry during thls period..

The slowdown in 1968 especially may be the result of
deficiencies apnearing i,n other sectors of the economy. The

share of investment usecl to support the infrastructure of the

economy (transportation and comnunication) haci d.ecl-ined from

I0.If, in 1960 bo 8.4%, in 1966 and the share altocated to
construction had dropped from 2.5"/" in 1960 to I.g% in 1965.

Since bhat period an obvious atteinpb has been made bo increase
production in bhese sectors through greater al_locations of
investment. The share aLlocated bo construction rose frorn

L.9% f o 4,r'l between L9b5 and 1968 (rvhich represents an

absolute i ncrease of about IT j/, in the three year perioct)

v¡hile the share altocated to transporbaLion and cominunication

increased from B.u% in 1966 to 9.2i, in r96Èi ( or an absolute
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increase of about 32",¿ in the two year period). This was

probably accomplished to some extent at least at the

expense of investment funds going to industry.

iiorn¡ever, over the period as a whole a more inportanL

reason for the relatively snall increases in Iabol" anci

lnvesbment going to industr¡r (judged against the ptanned

emphasis given to this sector) 1s probably the rel-atively
large lncrease in labor and capital proclucbivity which

characterized the industri-a1 sector. As the analysis of

chaoter IV indicated, consi.cterably ìnore labor and capital
v¡oul-d have had to flov¡ into industry if procluctivity
growfh in the industrial sector had been as lov¡ as the

average productivity gror,rth for al-1 sectors. conversely,

considerably more labor anci capital rnight have been atlocated
to industry if productiviby grorvth in some sectors,
especially agricul-ture, had increasecl to the averade level.
we nobed that if labor productivity increases had been only

avera¿e in industryr efrployrnenb in industry ruould have hacl

to increase by 6%, i-nsteacl of by only I'/", betleen 1960 anci

1967 in orcler to realize production plans. At the sarne

tlme, industryts share of investment over that l.¡hol_e periocÌ

( exclucling Lhe service secLor) v¡oulo have increased f rom

63.gr, to 68.rr if capital productivity grorvLh in industry
had onry been avera6e. Therefore, the refatlve rate of
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growbh of productivity in this sector permittecl snaller
infusions of' capibar and labor than rvoul_cì otheri.¿ise have

been necessar;,/.

Tabfe VI-3 iLlustrates the rate at which net production

has arov'/n in tf" various economic sectors in Lhe periocrs

considered here.

TABLE VI-3

RATì1 0F cROIITH rN P]ìODUcrroN By Ecor'roi''frc sEcroii,

1950-1960 and 1960-I9681

Growbh of Neb Product Approximate Average
Annual- Rate of' Growth

L960 as f" L96B as f"
Econoinic secror of rg5o of 1960 1950-1960 1960-:-96g

Industry (inc.
handicrafts) 280

Construction ZT0

AgricuLture (and
Forestry ) 135

Transport and
Comnunicati on 180

Trade (Doinestic) 300

Other Producing
Se ctor

AlL Sectors

148

$6

114

131

l-32

152

140

10.5

3.0

6.0

11. 5

11. 5

8.9

5.7

T.T

3.5

3.5

5.4

4.3

rl.o,/" 5 . O%

296

Conibined 233

l- S..T.D.D.R. 1969, p. 40.
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Thls Tab1e indicates that proouctioir as a whole

grew much more slow1y in the period 1960-196ö than

in 1950-1960. The approximate annual rate of grovrth

for all sectors ln L950-L960 was B.B% white in t96O-

1968 it uras only 4.3%, slightly l-ess than hal_f of that,

Ín the 1950s. In both periods industrial- prociuction

grew rilore rapidly bhair the production of al_l_ sectors,

but the annual- grov¡th IAt_q for industry has fal-l-en

slightly more from bhe firsb period to the seconcl

than the rate for all- sectors (by about 5j7") . Des-

pite this decline only the construction sector, and

a few small sectors not listed separately, had a

higher rate of grov,rth bhan industry between 196O

and 1968.

Because of the relativeJ-y high rate of grovrth

of lndustrial production, industryrs share of total
net product has increased consisbently since L9io.
This 1s lllustrated in Tabi.e VI-4.
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ÎABLE VI-4

SHARE OF ]..IET NATIONAL PRODUCT BY ECOÌ{OM]C SECTOIìS

L950, t96o and 196Bl

Bconomic Sectors

Percent

1950

of Net Product
Pri ce s
1960

( Cornparable

196ö

Industry (including
productive handicrafts)

Construct ion

Agrlculture ( including
Fore s try )

Transport and
Co¡rmunic at ion

Trade (Doinestic)

Other Producing Sectors

Total

4T .0

6.L

28.U

7,I
10 .1_

r.2

L00.0

56 .4

7.0

16 .4

5.5

13. 0

1.q

100.0

59.7

T.B

13. 4

5.L

l-2.2

1.1

100.0

r s.J.D.D-R. r_1969, p. 40.

It is cLear from this table bhat indusLryrs share

increased more rapidly between 1950 anci 1960 than between

l-960 and 1968. Horrever, the percentage increase in its
share in this Labter period was abour 6il (** - l-) rvhich

corresponds almost exactly wlbh the hoped-for percenLage
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increase in its.share of material- production projecLeci by

the economic planners for the period tg63-i-gTo (19 - I).1
bb

This indicates that the planned relative groi.,rth

of the industrial- secbor durin¿ the 1!60s vras J_arge1;y

accomplished. This says l-ittle, hov¡ever, about the absorute

increase in inciustrial procluction. The relative goais ;riight

have been accomplished v¡ith a low (anO even negative) growth

rate, provided only bhat the other secLors grevr even less
(or declined even more).

!¡le have seen that net producLion actualry increaseo

by about 5% annuarry in East Gerrnan indusi,ry, betvreen 1960

and 1968. rt is by no means cLear, however, thab this hras

in accordance v¡ith the absolute plans for inclustry ancl thaü

it represents the type of ubiliza?ion of capital and L¿¿bor

vrhich the planners envisaged. Nor does it tell us whether

sbructural changes v¡Íthin industry corresponded. to the plans.
This can only be deterrnined with a inore detaileci analysis of
the industrÍal- sector itself.

I rri'4aterial producbionrr is a narrower concept thani{et National- Product, incruding primarily the outputof industry, agriculture, and prôductive handicraits,
Th" industry share of this r{as to increase froin 66"/, to
T0% or a percenta.ge increase in llþe sþare o.c about 6t;.
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-r)
lJ. I¡IDUSTRY PLA¡INI].JG AND ACi]IEVEI,Idì,ITS

structurar planning for East Ger¡nan industry in the
period 1959 to 196E has been characterizeci by a concerteo

ef fort to expand bhe ÌrietaL processing sector rnor.e rapidly
than any other. ï,lithin this sector special emphasis i4/as

to be given to the output of the el-ectro-technical, precision
tools and optics, general machi-nery, anci vehicl-es sur¡-

sectors, rn general the emphasis was bo be on those proclucts
and sectors r,lhich l{ere considereci most amenable to technicaf
innovabion and most l-ikeLy to encourage such innovation in
other sectors.

certain subsectors of the primary sector, especiarly
chemicals and energy, anci the 2nd sbage of metallur6y, were

al-so bo receive unlque attenLion. on the whol-e the primary

sector r^ras not accorcied the extrernely lmportant position
which it had in previous periods. This represenbs a subtle
but rather inrportant shift in the industrial planning of
East Germany. To son.e extent the goals r-aid doln¡n in 1963
al-so represent a shift from bhe rg5o period with regard to
consumer production, as represented by the Foods and Lighb

ìrndustries.' The rates of growth for the fatter two

I Bxceptions r\¡ere made for a fewglass and ceramic products, f'or reasons(cf. p. T6).

subsectors such as
given previously
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sectors were to be lonrer than for the prececiing period,

and considerably l-ower than for either Primary rndustry or

l'{etal- Processing.

Actual production targets were set for some of the

cruciaL sectors and subsecLorsr generally for Lhe period

L963-70, The output targets $¡ere to be accompJ-ished by bhe

realizabion of several trsub-goalstr. These Ínclucied:

l-. A heavy infusion of investrnenL in industry.

Industrial investmenL was to increase by about

7.5% annually betr,veen L963 uo I9T0r or about

44/, betiueen L963 and. 196B

2, The more efficienL utilization of invest¡nenL.

The decline in i;he rabe of' capital productlvity

of the I950s ( see chapter IIC ) i,Jas to be arresbed

and reversed, though no specif ic capital producti-

vity goals r\rere set.

3. A more efficient utitization of.labor. LittIe
hope was held for a substantial- j.ncrease in the

level of employment, but labor procluctivity in
industry was to increase betv¡een 40-45/" betlveen

t.953 and 196U

4. Exporbs of the metal-processing sector especially
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l^rere to be increased, above all- to socialist-

bloc countrles. Al-so, imoorts were to be usecl

to bolsber the Ieading industries, througi-r the

imoortation of nore investment goods and in-

dustrial raw materials. Greater coordinati-on

betn'een do::restic proouction and foreign uraoe

ÌÂras to lre accornplished.

Terrltorial planning vras to be encouraged, bo

ensure thab alI material- resources v¡ithin the

country viere to be utilized as ef'ficiently as

possible.

Tables VI-5 and VI-6 illustrate hol^¡ labor and

capital were allocated and util-ized j-n indusLry. Coluinns

1 and 2 of Table VI-5 indicaLe that vis a vis the eight

year period L95I-I959, the eight year period L959-t967

was characterized by very smal-l increases (and in some

cases substantlaL decreases) in enployment. The only sur-
prising exception'çvas bhe nietallurgical subsector, which

experienced a sharp incl"ease in ernployment beLween 1959 and

1967. Cofu¡nn 7 shov¡s that this was the only inclustrial
subsector wj-th a decline in labor producbivity durin5 this
period, l"rhich indicates bhat abtempts were rnade to increase

production in this subsector despite a very poor reburn Eo

1abor.

5.



In
du

st
r:

/: 
S

ec
to

rs
an

d 
3u

bs
ec

to
rs

T
A

ts
LE

 V
Ï-

5

C
I{

A
].I

G
E

S
 IN

 IN
D

U
S

T
R

IA
L 

E
IY

IP
LO

Y
i,î

E
N

T
 A

}J
D

 L
A

B
O

R
 P

R
O

D
U

C
T

IV
IT

Y

1.

C
ol

um
n 

Ì'l
os

.

P
R

T
I,I

A
R

Y
 I

N
D

U
S

T
R

IE
S

I ¿ 3 4 5

R
at

e 
of

 C
ha

ng
e 

in
E

in
pl

oy
ne

nt
19

59
 a

s 
L9

67
 a

s
7"

of
 

%
of

19
5r

 
19

59

I2

E
 n

e 
rg

¡¡
l,l

in
in

g
i.'

le
ta

llu
rg

y
C

he
rn

i 
ca

l s
l3

ui
 ld

in
g

ila
te

ria
ls

1 
La

bo
r 

P
ro

du
et

iv
ity

 =
 1

00
0 

ii{
ar

ks
 G

ro
ss

E
m

pl
oy

ee
 (

S
ee

 T
ab

le
 I

V
-3

1 
) 

.

2 
B

as
ed

 o
n 

da
ta

 in
 S

.J
.D

,D
.R

. 
19

55
r 

pp
.

J 
In

cl
-u

de
s 

gl
as

s 
an

d 
ce

ra
ni

cs

4 
S

ou
rc

e,
 il

 . 
iío

eh
le

r,
 9

p.
 9

it.
, 

p.
 I

9E
.

D
et

ai
l 

do
es

 n
ot

 a
llv

ay
s 

ad
d 

up
 t

o 
to

da
l- 

be
ca

us
e

rr
7.

t2

l-L
z.

5
11

5.
 o

11
0 

.1
13

1_
.2

11
1.

13

S
ha

re
 o

f 
'I'

oi
al

E
rn

pl
oy

,n
en

t

r9
5o

 
t9

59
 

Lg
67

l-0
3.

8

11
1.

6
89

. 
o

T
32

.7
10

7.
4

93
.9

24
.8

4 
z:

_.
B

2.
2 

2.
2

7.
\ 

7.
5

3.
0 

3.
1

B
.z

 
9,

6

3.
5 

3"
4

.ir
ab

O
f

D
 n

,.

cì
uc

 b
 iv

i 
ty

Lg
S

gt

26
,9 2"
5

6.
7

u.
2

10
 .4 3.
2

La
oo

r
P

ro
-

eu
c 

t 
iv

ity
L9

67
 a

s
/"

 o
f: 

L9
59

7

P
ro

du
ct

 P
er

 i,
'J

or
ke

r

I2
5-

I3
I 

an
d 

L9
59

,

26
.'

16
.ó

i3
. r

4l
 .a

36
 "

ò

L3
."

1

14
T

 .
3

15
4.

 d
11

2.
 J

ó6
.6

t6
T

 "
6

17
3.

ö

F
or

 L
95

9 
an

o 
L9

67
 o

at
a 

se
e 

T
ab

le
 I

V
-2

8.
of

 r
ou

nd
in

g.

an
d 

S
al

ar
ie

d

pp
. 

31
6-

3r
9.

L' (,



ïn
du

çt
ry

: 
S

ec
lo

rs
an

d 
S

ub
se

ct
or

s

T
A

B
LE

 V
I-

5 
C

on
tin

ue
cl

C
I{

A
N

G
E

S
 Ï}

I 
III

D
U

S
T

R
IA

L 
E

i'i
P

LO
Y

jli
E

Ì']
T

 A
N

D
 L

A
i]O

Ìì 
P

R
O

D
U

C
T

IV
IT

Y

C
ol

um
n 

N
os

.

ÏT
. 

T
'IE

T
A

L 
P

R
O

C
E

S
S

T
¡I

G
II.

fD
U

S
T

R
IE

S

R
at

e 
of

 C
ha

ng
e 

in
E

m
pl

oy
ne

nt
19

59
 a

s 
19

67
 a

s
/' 

of
 

7,
 o

f
L9

5r
 

L9
59

1. 1o 3. 4. 6. 7. e

H
ea

vy
 ll

ac
hi

ne
rv

G
en

er
al

 l4
ac

hi
ne

ry
V

eh
i c

 Ie
 s

S
hi

pb
ui

ld
in

g
C

as
tin

gs
 a

nd
F

or
gi

ng
s

i'1
e 

t 
al

w
ar

e 
s

E
le

ct
ro

-T
ec

hn
ic

al
P

re
ci

si
on

 T
oo

l-s
,/

0c
tic

s

I

1 
T

ho
us

an
ds

 o
f 

i{a
rk

s 
G

ro
ss

 P
ro

du
ct

(C
f. 

T
ab

le
 I

V
-3

1)
.

r2
3.

4

S
ha

re
 o

f 
T

ot
al

E
rn

pl
oy

rn
en

t

19
50

 
19

59
 

L9
6T

10
6.

 B

10
9.

4
III

. 
O

79
,8

98
.4

97
 .

6
l_

05
 .0

11
6.

4

11
6 

.6

tz
i.u

I2
0,

5

33
.3

La
bo

r
P

ro
-

du
ci

 iv
ity

Lg
59

 l

(t
5

36
.4 6.
¡

6.
2

6.
1

1.
4

La
bo

r
P

ro
-

ou
c 

t i
vi

 b
y

L9
o 

( 
as

t"
 o

f 
L9

59

T

39
. 
I

6.
4

3.
2

6.
9

7.
6

5.
4

1.
4

r.
't

3.
3

E
.E

I.'
l

3.
2

7.
5

3.
4

pe
r 

w
or

ke
r 

an
d

21
.1

2T
.T

20
 .0

24
.0

30
 .4

ib
 .4

iT
 .9

2 
3.

3

14
 .3

Io
O

.O

1)
b.

J
L5

9.
'l

L(
JJ

.)
r5

7 
.',

(

L3
T

 .
T

rö
5 

.0
17

9.
7

17
6.

5
4.

0

sa
la

rie
d 

em
pl

oy
ee

L.
J

U
J

U
ì



In
du

st
ry

: 
S

ec
to

rs
an

d 
S

ub
se

ct
or

s

T
A

B
LE

 V
ï-

5 
C

on
tin

ue
d

C
H

A
N

G
E

S
 T

T
I 

ÏII
D

U
S

T
R

IA
L 

E
Ì{

P
LO

Y
I'4

E
N

T
 A

},
ID

 L
A

B
O

R
 P

iìC
D

U
C

T
IV

IT
Y

III
. 

LI
ûH

T
 T

}T
D

U
S

T
R

IE
S

C
ol

ur
nn

 N
os

.

iìa
te

 o
f 

C
ha

ng
e 

in
E

m
pl

oy
m

en
t

19
59

 a
s 

L9
67

 a
s

"/
, 
of

 
%

 o
f

L9
5L

 
L9

59

12

1. I a. ) J. IJ 5. 7.

l'I
oo

dw
or

ki
ng

-
C

ul
tu

ra
I

T
ex

til
es

C
lo

th
in

g
Le

at
he

r-
F

ur
P

ro
du

ct
s

C
el

lu
L 

os
e/

P
ap

er
P

rin
tin

g
G

Ia
ss

/C
er

am
ic

s

IV
. 

F
C

O
D

-D
R

IÌ.
IK

-T
O

ts
A

C
C

0 
I0

7,
7

A
LL

 T
I,]

D
U

S
T

R
T

E
S

 1
14

.6

10
4.

5

10
6.

2
n2

.,

11
0 

.5
u:

.0

S
ha

re
 o

f 
T

ot
al

E
no

lo
yr

ne
nt

19
50

 
L9

59
 

19
6T

ö(
.>

92
.6

8r
.5

85
. 

o

93
.4

ot
 

)
0Õ

. 
I

99
,g

97
,3

gg
 .4

3 34
.3

La
bo

r 
La

'o
or

P
ro

- 
P

ro
-

ou
ct

iv
ity

 
ou

cû
iv

ity
L9

>
9 

L9
6T

 a
s

ft 
or

 1
95

9

6.
4 

j.5
 

5 
"L

14
.4

 
r2

.0
 

g.
 ö

4.
s 

3.
7

30
.3

-) 26
.'.

t 
17

 .6

2.
' 

2.
3 

2.
r

2.
3 

1.
4 

1.
 3

2,
6 

2.
4 

2.
q

2.
5

7.
5

10
0 

.0
 

10
0 

,0

L5
.',

1
18

.9
i8

.4

19
.6

LT
 "

T
15

.3
12

.5

)t
J

7.
5

16
0.

8

L7
 5

 .'
,|

16
4.

3
15

0.
9

i5
2.

 3

15
4.

1
15

0.
6

16
J.

ó

l-4
2 

.9

r5
7 

.9

7.
3 

45
.0

10
0 

. 
0 

23
.2

t^
i

(À ct
\



T
A

ts
LE

 V
I-

6

C
I{

A
I'I

G
E

S
 IN

 T
}W

E
S

T
T

'1
E

N
T

, 
C

A
P

IT
A

L 
P

R
O

D
U

C
T

IV
IT

Y
 A

N
D

 C
A

P
IT

A
L 

IN
T

E
N

S
T

T
Y

P
E

R
 I

{O
R

K
E

R

In
du

st
ry

: 
S

ec
to

rs
an

d 
S

ub
se

ct
or

s

C
ol

um
n 

|Io
s.

ï.
P

R
II,

IA
R

Y
 Ï

N
D

U
S

T
R

IE
S

1.
 

E
ne

rg
y

2.
 

i.l
in

in
g

3.
 

i,l
et

al
lu

rg
y

4.
 

C
he

m
ic

al
s

5.
 

ts
ui

ld
in

g
iv

la
te

ria
ls

19
67

 a
s

%
of

19
60

G
ro

ss
 I

nv
es

tr
ne

nt
S

ha
re

 o
f 

T
ot

al

19
50

 
19

60
 

19
6T

I 
C

ap
ita

l 
P

ro
du

ct
iv

ity
 

=
 l4

ar
ks

 G
ro

ss
A

ss
et

s 
(S

ee
 T

ab
le

 I
V

-3
7)

.

I

2 
C

al
cu

la
te

d 
by

 K
oe

h1
er

, 
Ib

j-d
, 

p.
 2

04
, 

in
 r

ea
l 

te
rm

s.

3 
C

ap
ita

l 
In

te
ns

ic
¡',

 C
ol

. 
6 
, 

=
 T

ho
us

an
d 

of
 l

4a
rk

s 
C

ap
iL

al
 p

er
 i'

Io
rk

er
,

S
ee

 T
ab

le
 

A
 1

0.

r2
9.

5

10
4.

8
98

.0
22

4,
0

17
3.

8

10
1.

6

2 56
.7

2 
69

.r

C
ap

ifa
l

P
ro

-
du

ct
 i 

vi
ty

tg
60

r

l-5
.g

2t
+

.t
qo )a

t

L7
 .

5

5.
6

4

In
ci

e 
x

of C
ap

 i'
ua

I
P

ro
-

ci
uc

t 
iv

ity
l-9

66
 a

s
"/

, 
oÌ

 1
96

0

6

qô
 

?

t-
r.

b
16

 .1
Q

1 u.
J

f9
.ö J.
b

5

C
ap

i'u
a1

pe
r

rv
or

ke
r

19
60

 1
96

6
d.

ù 
lo

o.
i

19
60

/o

42
8

92 2l
-6

Õ
 /r 72

3

4r
J3

88
.0

93
. 

E

60
.5

65
.9

r1
0 

.3

69
,9

J

19
3.

0
63

.9
5r

.2
ou

. 
¿

92
.5

 
3'

,1
 "

4

14
6.

7

t4
2.

2
16

3.
4

1J
¿

+
. 

Õ

13
4.

9

15
d.

d

(, (r
'

--
ì



T
A

B
LE

 V
I-

6 
C

on
tin

ue
d

C
H

A
I.I

G
E

S
 I

N
 T

N
V

E
S

T
Iü

IE
N

T
, 
C

A
P

IT
A

L 
P

R
O

D
U

C
T

IV
IT

Y
 A

N
D

 C
A

P
T

T
A

L 
I}

JT
E

N
S

IIY

P
E

R
 I'

¡O
R

K
E

R

In
du

st
ry

: 
S

ec
to

rs
an

C
 S

ub
se

ct
or

s

II 
. 

i'I
iT

A
L 

P
R

O
C

E
S

S
I}

.IG
IN

D
U

S
T

R
IE

S

C
o1

um
n 

N
os

.

l-9
67

 a
s

%
'o

f
19

60

1. 2.
H

ea
vy

 I
'fa

ch
in

er
y

G
en

er
al

Iv
ia

ch
in

er
y

V
eh

i 
c 

1e
 s

S
hi

pb
ui

 ld
in

g
C

as
tin

gs
 a

nd
T

lr.
lrr

r'i
 n

 c
rc

4 
v¿

 
54

¡¡
tlv

I.i
e 

ta
lv

¡a
re

 s
E

.]e
 c

t 
ro

-
T

e 
ch

ni
. 
ca

I
P

re
ci

si
on

 T
oo

1s
,/

0p
Li

cs

G
ro

ss
 I

nv
es

tm
en

t
S

ha
re

 o
f 

T
ot

al

rg
S

o 
19

60
 

L9
67

3. 4. tr 6. 7.

l

o (J
.

21
6.

0 
21

. 
B

¿

T
9O

.T

r9
5.

5
22

6.
0

11
3.

5

25
L.

6
23

IT
,9

22
L.

7

40
8.

1

C
ap

ita
l 

In
oe

x
P

ro
- 

of
du

ct
iv

ity
 

C
ap

ita
l-

19
60

 
P

ro
-

du
c 

t 
iv

ity
l.9

66
 a

s
';1

" 
ol

 1
96

0

LT

3

T 5

23
.9

Jr
 r

'-t
 o

 é
.

4 a ¿
- 0 1 L

5

2 
5.

2
9 

4.
2

B
 

0.
6

1 
r,

7
0 

1.
5

L 
r5

2ó

r,
Lg

2

L,
 2

l_
0

L 
'9

96
L,

61
5

85
2

t_
rb

>
ö

2 
12

03

r 
13

24

C
ap

ita
l

^ô
7¡

P
e¿

i,f
 o

rk
er

]9
iio

 L
96

6
as

 "Á
of 19

60
rJ lo

3

6

0.
8

1c
2.

4

10
3.

4

11
r.

 6
E

c 
.7

10
0.

9

il9
. 

o
10

6 
.9

10
5.

0

r1
0 

?

4.
5

2.
0

LT
 .6

 
r3

T
 .

'3

2r
.6

Ió
. 

b
Lg

 .2
)1

 
0

22
.5

L6
.T

13
. 

o

12
.7

13
1.

 7

13
4.

 B
lll

ì 
o

L¿
O

.L

14
 2

.0
14

3.
9

L4
T

 .
T

I2
9.

7
t! ui C

C



T
A

ts
LE

 V
I-

6 
C

on
ti.

nu
ed

C
Ï]A

Ì.T
G

E
S

 II
.Ï 

IN
V

E
S

T
þI

E
T

iT
, 

C
A

P
IT

A
L 

P
R

O
D

U
C

T
IV

T
T

Y
 A

N
D

 C
A

P
IT

A
L 

II,
IT

E
ì\]

S
IT

Y
 P

E
R

 /,
IO

R
K

E
1ì

In
du

st
ry

: 
S

ec
to

rs
an

d 
S

ub
se

ct
or

s

T
ÏI.

 
LI

G
:{

T
 I

}I
D

U
S

T
R

IE
S

C
ol

um
n 

ii]
os

.

L9
6T

 a
s

7,
 o

f
tg

60

1. 2. 4.

.',
lo

oo
w

or
ki

ng
-

C
uL

tu
ra

l
T

ex
til

es
C

lo
th

in
g

Le
at

he
r-

i¡u
r

P
ro

du
ct

 s
C

e 
11

ul
os

 e
,/

P
ap

er
P

rin
tin

g
G

1a
ss

,/C
er

am
ic

s

G
ro

ss
 I

nv
es

tr
ae

nt
S

ha
re

 o
f 

T
ot

al

19
50

 
19

60
 

19
67

5. 6. 7.

I

ïv
. 

F
00

D
-D

R
r}

JK
-T

O
B

A
C

C
O

 3
37

.I

L5
t.ó

t6
6 

.4
L5

3.
6

r 
Á

o 
o

14
9.

0

L5
2.

5
27

7 
.7

13
9 

. 
¿

t

A
LL

 II
'J

D
U

S
T

R
IE

S

1r
.1

C
ap

ita
l 

In
de

x
P

ro
- 

of
du

cb
iv

ity
 

C
ap

ita
l

19
60

 
P

ro
-

ci
uc

t 
iv

ity
19

66
 ¿

ls
n 

or
 1

96
0

3 oo L.
5 

t.7
3.

6 
3,

7
0.

3 
0.

3

0.
6 

0.
6

L.
7 

r.
 B

0.
3 

0.
5

2.
0 

r.
 I

IU
 .

4

L5
4 

.1

10
 .5

10
0 

.0

r,
43

0

1,
 8

36
r,

38
5

ór
Õ

/o

r 
rE

22 6z
o

i-,
 1

4 
3

73
0

t-
r4

E
o

86
5

C
ap

iia
l

pe
t'

vi
or

ke
r

19
óo

 1
96

6
cl

,Þ
 

/o

of r9
b 

0
n) lo

o

'2
)

9ð
.5

r0
3.

5
10

1.
 0

93
.6

rt
3.

 7

10
0.

0 
]0

0.
0

6.
4

19
 .1

 
14

7.
 r

15
.z

 
14

5.
9

20
 .4

 
14

8.
2

3.
 c

j 
L6

2.
2

L'
l .

7 
L2

2 
.4

4r
.)

 
rjg

.b
Ir

¡.
L 

L5
2.

ð
22

.3
 L

55
.ó

39
.g

 L
24

.2

35
. 
r 

14
4 

.9

yÕ
. 

u
{J

ó.
O

90
.)

r0
3.

5

93
.ii

(/
. (, \o



340

rn general, the l{etar processing secLor receivecl the

greatest infusion of l-abor cluring this period, in keepin6

r,¡ith the priority set for it by the planners. .,JÍthin this
sector all of bhe subsectors consiclered inost crucj-a] by

planners, with the exception of vehicles, receiveci infusions
of l-abor vrhich ivere above average for bhat sector. coruinn T

inciicates that l-abor productivity in the vehicl-es subsecbor

increased n¡ore rapidly'than for any other subsector

except metalvrares, v¡hich helps to explain ilre actual drop

of employment in this important subsector.

idithin Primary rndustry the cruci-al- subsectors of
chenicars and energy aJso recei-ved infusions of labor above

the average for that sector. on the other hand, ress

imporbant subsectors l-ike mining and. i:uilding rnaterial-s

exþerienced an absol-ute decl-ine in employment.

The drop of enrproyrnent in the Í'ood-Drink-Tobacco

and Light rndustry sectors is in l-ine with the relative
importance attached to these sectors by pranners during
this perlod. rn ilre periocl l-g5l-rg59 certain subsectors
in these sectors received increases in ]abor alnrost equal
to or greater than such important subsectors as enerÈiy

and metall-urgy, bub Lìris rvas far from the case in the

1959-196/ period.



341

The relabive rate at which employnent increasecl in
the various subsectors beti^¡een l95f anq 196T is refl-ected
in their changing share of total- employment (corumns 3-5).
Bofh the Primary and the I{etal- Processi-ng sectors increasecl

their share of employment at bhe expense of the Llghb anci

Food rndustries. i'losb striking was the sharp increase in
the share of Ivletal Processing, from 33.3% to 39,I%n ancl

the sharp decl-i-ne in the share of Light rndustry, from 34.'s"t,

to 26.7"/,. Betr^¡een l-9i9 and 196T l-abor ivas pulled out

of Light rndustry to such an exteht that its share of
total emoloyment ferl berow that of prirnary rndustry i'or
the first time. rt appears that economic planners in East

Germany vÍere very successfuL in reallocating labor in a

way l'¡hich corresponded to bhe structural- changes n,hich

they wished to bring about.

This task was made difficult, hoivever, by the varying
rates of growth in labor productivÍby in the sectors.
column 6 shows the output,/rabor ratio for each indusbrial
sector and subsector in L959. This ratj_o is used as a

measure of labor productivity. coLumn 6 shov¡s thab in
L959 labor procluctivity was highest in the Foocis secbor,
f oll-orved by Primary rndustry, I,,{ebal processing and Light
rndustry. 0n the basis of these productivity levei-s

econolnic plannefs might have found it necessary to increase
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the labor force in l{etal Processing to a ver}¡ much greater

extent than in either Primary rndustry or Foods in order bo

j-ncrease product ion at a re lat ive Iy f'ast rate . A1s o ,

certain crucial subsectors like energyr precision tools
and optics ancl grass-cera;nics, al-] of lr'hi-ch hao a l-ow outpuf,/

labor ratio, would also have needed extrernely large

infusions of labor in order to increase production accorrlin¿

to plan.

As it was, Iabor did get channel-ed into these sectors

and subsectors more vigorousry than into others. Hovrever,

such employment increases i,'lou],J have had to be substantially
higher if labor productivity in these important sectors h.icl

not groivn at an above average rate, and it rvoutd have been

possible to real-locate even more labor fro¡n the less to the

more important sectors if Labor productivity in the foriner

had gror¡¡n at bhe average rate. For exampre, the orop in rabor
productivity in bhe metalLurgical sul¡sector meant that
a great dear of relativery unproductive labor hacl to be

retained in that subsector in order to fulfill prociuction

goals l-abor ivhich rnight oLherwise have been al1ocaüeo to
more irnportant sectors such as chemicars where labor pro-
ductivity vlas grov,ring much more quiclrly.

i{e sar{ i.n chapter rv that i,,¡1th avera¿e productiviLy
growth in Prirnary rndustry the l-airor force Lhe¡.e migirû have
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declined to 96 .8f" of the 1959 level in 196T, ,insteaci of
increaslng to I0U'/, of that 1evel. Similarly, employ¡nent

in Foods might have dropped to 88% of the : g5g l-evel- insteaci
of onry to gT,3r". prociuction goars for these sectors
would have been real-izeci ciespite such declines, and the

labor rel-eased might have been used to increase output in
the crucial sectoi.s and subsecbors even more than was the
case. Therefore, economic planners mi¿ht have been able to
reassign labor f'rorn less to ¡nore crucial secbor.s even more

effectlvely than bhey actually qi,i.1

Table vr-6 indicates the way in which invest¡nent
f unds were al- located ciuring the 1960s bo real_ize bhe

sLructural goals of economic pÌanners " since in general

it r¡roul-d seem to be easier to shift investment funcìs than
l-abor from one type of industry to another one l^¡ouLd exoect

I ït should be noted that the lioped-for increaseor ,40-\5% in labor productivity for al-r incrustry bet,,.¡een1963 and 1968 r,ras not real-i zed,-. Accordi_ng to räule rv_Jl rlabor prod.uctlvity actually Íncreaseci by jOn durlng lfri,period. This calculabion is based on tãntative f1[uresfor 1968. The pj-anned goal for fg63:6i loo" an increase ot.
?bout 357 ; the actual increase ,vas áq.t"/". -nr"iü-¿;i,
_latter period^]abor prodr_rctivity increãsed by ZT,/, in i,4etal_Processing' l-B.5ii, in primary. 

Ingultrvr-30.g% in Light rndustryand 2r% in Foods. Thus, tight rrrduslry, whj_ch ranked beloirrthe Primary'and Metar processing sectois in overafr- prioritycarne closest to reali zing the tãnor pi,oductivlty ,ro"är.
The tentative figures for 196cì suggest Lhat taborproductivity may acLually have declined in llebal- processin¿

and Foods in that year, r^rhile priinary rndustry( (anci Li6htïndustry to a r-esser extenL) registeieã suostantiai- gai's.rt is tø early to confirrn thesõ resur-ts or to cietect a newtrend.
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to find invesLment trends corresponding more to proctuction

prans than v¡oul-d be the case for trends in employment.

This expectation is satisfied only partly, as is
indicated by the data in Tabre vr-6 " column l_ shows that
investment funds going to I'Íetal Processing increaseci rnuch

more rapidly between 1950 and 196T than funcls going to
Primary r ndustry, and slight ly more rapidly tìran f uncls

going t o Light rndustry . This woul-d seein to correspond

more or less with the basic plans for industry. Further,
investinent going to such important, subsectors as cheinicals,

precision bool-s and optics, el-ecbro-technical and vehicles,
increased nore rapidly bhan the average rat,e for their
sector. rn accordance v¡ith this, the share of total in-
vestment golng to Lhese sectors anq subsectors i-ncreaseo

substantially betv¡een IgjO and 196T ( coluinns Z-4) . Ìvowhere

is the shift in emphasis l¡etl.¡een primary rnclustry and i,1eLal

Processing so crearl;y deinonstratecl as in these investrnent
columns. Between r95o and 1960 the share of primary rndustry
lncreased subsbantially, from 56.ff" of the total Lo 69.L"/,,

wirile the share of i4etal processing clecl_ineo fron zr.B,i" to LT.T,i,,

Ho',vever, betvreen 1960 ancl 196T this pattern vras reverseq.
The Primary sector t s share of j-nvest¡nent declined by about

10 percenbage points while the share of iuietaL processing

increaseci from IT .Tf" to 23.9/".
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Therefore the allocation of j-nvestment in the 1960s

as betrveen I'letal Processin¿ and Prirnary Industry, an<l ès

ib pertained to soìì'iu- crucial subsectors, seemecl to be in
line wiLh the overall- obj ectives of economj-c planners.

However, Lhe Food sector and several_ important

subsectors pose some special problems. Investinent in
Foods increased nluch rnore rapidry than 1n i{ebal- processing

durlng the L960s, despite the relatively 1or^r priority
assigned Foods

CoLunns 2 and 3 may help to explain why this
happened. Evidently betl,¡een 1950 and 1960 investment in
the Food sector r^ras curtallecl so drasticatry thaL the

irood sector share of total- invesLlnent decl-inecl fro;n r0, j'i,

to 3,2%. Under the 7 year plan oÍ. Lg59, which proposecl a

sharp increase in consuner goods, investment in the Foods

sector shot up sharply, rising by U8.B% in 196l al_one

(see Tabl-e rv-34). lfowever, ner,r plans afi,er this periocl

de-emphasized consumer goods and Lhe leve1 of investr:rent in
l'oocls more or less stagnated beLleen L962 and 1964. uy

L965 neglect of eapilal build-up ln this sector vras

evidently felt quite acutely and annual- inveslinent be¿an to
rise very sharpry, more tiran cloubling bebween rg6j ancÌ l-961 .

'rhus efforts have been made in recent years to inake up for e

long period of l-ol investnrent in the 1950s ancl a shorter
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period in the l-960s. For this reason, possibly, lhe

allocation of investment in Lhe Foods sector does nob seern

to reflect the goals of pfanners for this sector ourin¿ the

1960s, especially vis a vis i'ietaI Processing.

Surprisingly large increases in invesL¡nent in the

Foods sector can be contrasted rvith relatively lov¡ increases

in such important industry subsectors as energy, general

niachifl€1'¡r and glass Ceranii-cs, all of which experiencecl

lo'¿¡er than average j.ncreases within their sectors. Irr

viev¡ of the stress given to ener¿jy production it is
especially remarkabl-e that this subsecLor I s share ol- total
investment decl-ined from 15.9% in 1960 to tl-.6,/, in 196T.

It might also be noted thab the chemical and electro-
technical subsectors seern tc.r have receivecl a s¡¡raller inf'usion
of investment than rnight have been expected i-n viev¡ of the

extreme imporl,ance attached to these subsecbors in planning.

Aceording to Table IV-34 chenricals actually experiencecl a orop

in the rate of annual investrnent betreen L96T ancl 196E.

Aside from these exceptions, however, the manner in
which investment was a1l-ocated ainong industry sectors and

subsecbors during the 1960s seeins to corresponci fairly ivel_l-

t'¿ith bhe stated ob jecbives of the econo¡nic planners. Arso,

industrial i-nvestmenL as a whole seeins to Ìrave incr"easu-d at
about the rate that i{as plannect in L963. Tire objecbj_ve
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iÍas to increase investment annually by about 7.5i1"

betv¡een l-963 antl 1970, otr an increase of about 44f"

betr,veen l-963 and 1968. The actual increase f or that
period. rvas about 46% 

"

Another inaj or invest¡nent goal_, however, tvas to

utilize investinent rûore efflciently. Strong eff orts vrere

to be made to reverse the trend of declining capital pro-

ductivity. Col-umn 6 of 'I'able VI-6 indicates that this
goal- was inet only pal"tially between I96Cl and 1966. In
general capital productivity for aIl industry secLors

decl-ined by 1966 to 93.8r[ of the 1960 ]-evet-. A cor:iparison

of corunns 5 anci 6 shorn¡s that the sectors with Lhe highest

output/capital rabio in 1960, ví2, i,Ietal- processing and

Foocis, lvere bhe only ones to increase their capiiar pro-

ductivity in the f olloiving period. capitar pr.oducbivity in
the Priinary secbor was already very lol i-n 1960 ano it
decl-ined even further in the L960.r966 period., so that in
1966 it was only BBf" of the 1960 l-evel-.

Once again, different rates of capitar procluctiviLy
gror,rth made it difficuLt for planners to all-ocate nevr

invest:lent j-n accordance lvith bheir structural- obj ectives.
As '1,\¡e saw in chapter rv, if planners hacÌ oeen abl_e bo count

on avera$e productivity groit'th iir the prinia¡y sector ti:is
tnighb have freed Ìnore than 5 bilfion l,larks of investrnenb
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for other sectors (i.¡ibhout sacrificing any production in
the Primary sector itself) betiveen I96t and 1967,

Even i^¡iûhin the Primary sector certain subsectors,

sucir as nietallurgy, which experi-encerì a subsbanbial ciecline
in capitar prociuctlvity, nay irave been given lnvesbment

funds rvhich could otherwise iiave been usecl in l¡rore iliiporLanb,

and producLive subsecbors 1Íke cheirrÍcal_s. rn f act, ås Ì^Je

have notedr sojne subsecbors nhich experienced cor-Lsiclu-r¿ùble

improvemenLs in capital productivity (e.g. che:nical-s, general

machinery, el-ectro-technical) did not seein to receive

lncreases in investinent corresponcì.ing to their priority
position in planni.ng.

col-umns z and B throl,¡ Ìnore light on Lhese probl-er¡s.

rt is seen there that capibal intensiby per r.¿orker i_n-

creased inore rapidly j-n such rel-atively unimportant sub-
sectors as minÍng and buiroing naterial-s than in enerdy

and chemical-s. rn ilre l'1etal-processing sector" capitai
intensity increased very r-ittl-e 1n such a crucial_ subsector
as precision toors ancl optics. The increase for Ì,letal-

Processing in general Ì\'as ìess than bhat for il-le priinary

sector.

Thus, whire the trenir in the r960s uras oef inibely
in the direcLion of shifting investir-rent resources fron
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Primar¡r rndustry into l.lebal- processing, rnuch Írore rni¿nt

have been accoinplished if capital prociuctiviiy hacl been

¡]ositive, or at leasL cl-ose bo averaåe, in tìre priniary

se ctor. uncroubtedly East Gernan planners nusL consicrer

this one of Lhe najor problens to be overcorne in furtirer
planning. rt is striking that in L96T the share of total
invest¡ient going to the Primary sector was sLill blice
that of i'letal Processin6e a position rvhich, rve irill_ see,

is not in keeping with the relative contribrrtion to
industry output of these two secLorso rt is crear bhat

the mechanis¡ns for altocating invesrment efi'ectively have

not been fuì-ly developed up to this point, which helps to
explain the reforuis that are taking place in the area of.

capital--based pricing and the eff orts being ma<1e Lo rerate
nevr investnenL to productivity and profit.

Table vr-7 iflustrabes the ¿rowth of óross industrial_
production betlveen l95o ancl 196T and sirows to what extent
cerLain planning objcetlves in bhe 1963 to 196B perioci
were met.

columns I anci 2 inciicate that prociuction in rnost

sectors and subsect,ors gret^I lnuch more rapiclly in the ei.'hü
years fro¡n 1950 to r95B than in the sa¡ne ren6tn of Lirne

lro¡n r95g to 1967. on the basis of bhe available claba

one can say f hat only tr¡¡o subsectors, ener'óy and printin6,
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increased procluciion ìnore rapiclly in the second period.

Tire clifference betv¡een rates of grolvth 1n the two periods is
most strikin¿ in the case of the Primary and Food sectors.

The intpact of rel-ative rates of grovrth on the secLoral

share of total production is shovrn in columns 3-5. iJetrveen

1950 and 1959 only the Prinary sector experienced a loss

in its share of output. In the L959-L967 periocl the sha¡"es

of Light and Food Industry decl-inecl along with the Primary

inclustry, and only the iletal Processin¿ sector increased

if s share of output. This ¿eneral result seerrs to be j_n

keepinÈ with the st,ructurat goals of econonic planners. It
is significant that bhe share of Priinary Industry in this
l-atter period did not drop as much as the share of either
Light or Food Industry, indicabing once again thab pro-

duction in these last Lr,¡o sectors uras given a relatively lorv

priority rating.

I{ost of tire subsectors considered very important by

planners, such as energy, chemicals, generaL m¿icninel""f r

el-ectro-technicals and precision tool-s and optics incre¿rsecÌ

thelr share of producbion betr.¡een r95g-r967. riovrever, gJ-ass-

cerainics j ust mana¿ed to holc its orvn, and vehicles anci

metallur¿y (i,rhere the 2nd stage, for i,¡hich unfortunately
separate cìata are nob available, was considereci very importanf )

hacl a l-oss in their share.
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Therefore, one can say that re]ative output goals

i-n the period L959-L967 were large1¡r acco¡pl_isheci by

economic planners.

For a few sectors and subsectors absori¡te outpuL

goals vrere assigned 1n 1963, general-Iy covering bhe perioo

f9fi Lo 1970. Average annua] rates of groiuth have been

derivecl frorn these projections anti applled bo the shorter
perlod 1963 to 1968. comparing these planned rates in¡ith

actuar grol^rth for the same period (or for 1962-67 where

1968 data was not availabLe) atrorvs us to best the extent
to which absolute production pl_ans i^rere reali zed,.

Colurnns 6 and Z indicate that output goals were inet

only in the Light and Food Industry sectors, which,

ironicalJ-y, vrere not glven high priority in overall p1annin6,
( and r^rhich theref ore received relatively rov.r, and obviousry
abtainable, output targets) .

lndustry output as a v¡hole rose by only 307; in the

5 year period compared to the projection of U0%. Grov¡th

in the i4etal- Processing sector vÍas onl-y 38% co,lpâred bo bhe

proj ection of 5T% . unf ortunabely specif ic daLa is avai-l-abLe

f or only a f ei,'¡ of the t'leadingil subsectors . El-ectro-technical-s
reached about 7o% of their or.ltpul tar¿eE, whil-e chemicals
reached about 80f,.
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rt seens clear, therefor"e that pì-anners were;nuch

more successful 1n attaining rerative goals r-or inilustr-y
than absolute output goals. The lags in the ratter ¡nust

be coÌ'lsidered substantial- in light of the irnportance aûtachecl

to these inciustries f or the overall stiriiulation of the economy.

More daba on ilre groivth of' prociuction anci the fur-
f ill-rnent of output plans is availab l-e f or inciividual procluc ts,
and this is sumnarizeo in Tab l_e vr-u. Average annual ¿rov¡bh

rates ( compound) ìvere cal-culateo f or the tr.¡o periods 1950-

1960 and 1960-1967, to cotnpare the prr:rluction of inciividual
ltems in these tivo periods. NexL ilre average annuaL rate
of gror^rth in the 2nd period. is coinparecl with annual_

average growth rate projections. i-ina]ly fhe export_import
sectors l^Iere included, to discover the ctegree of correspondence

betlveen increases in domestic output anci export-irnport
plannÍng. Those goocis which r^rere suri:j ect to ¡,rultil_atel.aL

cO¡{rlcOll aËree¡nents are rnarked wibh an (x), v¡hil_e those pro-
ducts i'¡hose tracie was negotiated biraterarry v¡ith the u.s.s.R.
are marked wiilr (+) 

"

Tire Table sho's, fi-rst of all, Lhat the prou.rctio'
of aLmost al-l products, l^¡ith the excepbion of potash ano

soaps and dyes, increased more rapidl.y betrveen 1950_1960 than
betrreen 1960-67, This is in line rvith the orolvth rates for
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inciustry secLors that r,rel'e observeci bef ore.

A coinoarison of colurnns 2 anci 3 shoivs tìrat the rate
of gro';rbh of procìuction fall-ed to keep up in ¡nost case

r¿ith the planneci rate of grovrth. Thus erectrical output
increased at an annual avel"age r.ate of' 5.ò'/" betv,reen

1960-67 while the plannect annual rate for the 1963_60 period
v'as 7 .0r". rn a fer,¡ cases, such as synthetic f ibres,
autornobiles, seini-conclucLors, glass ceramic producbs, nachines
for textil-es and in the Light Inciustry and Foods sectorr âcLu¿:.1

gror^lbh rates ,,,\¡ere very iiruch l-oruer than the planned rates.
rn the case of a few other products, such as prastics,
machÍnes f or printingr refrigerators, vrashing machines anir

furniture actuat groi,vth rates exceecleci pLanned rates.

It is difficult to cleter¡:tine frotn bhe ciata Lo lvÌrat
'extent comecon and bilateral export agreements helpeci to
stimurate domestic production in East Ger.inany. rn a f eiv

casesr such as poLash and pobassium salts, and soaps ancl

dyes, export plans may have rrerpeci production to grovJ more

quÍckJ-y bet'een 1960 and 196T than in the previous period.
ïn the case of rnany other procructs, such as speciar sLeels,
plastics, artif iclal f ertirizers, light rolling rnill-s ,
machines f or printinðr ci:elnical-s, and agrictrltur"e, auuoìlobiJ_es,
ref rigerabors r autonabic cievices, export prans may ilerl, to
account for substantial increases in production, even r{here
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such i-ncreases did not fulfitl the expectaLious of the

economic planners" In al-1 Lhese prooucts there appears to

be a positive correlabion betvleen procruction and exporb

agreements 
"

0n the other hanC, bhe production of nuinerous iLelns

i^ras not af fected very posibively by such export arran¿enenf s.

This is true of machines for textiles, Light Industry and

Foods, lignite production, synLhetic rubber, tninlng and

cement equipinent, electric typet";riters, calculatin¿ ìnachiÌ1es,

caineras, and f ishing vessels. 'Ihese prooucLs al-l- had a

very low rabe of growth (sorne experienced an absoluLe

decline in production) despite export orders. The fail-ure

to increase oubput in the case of such precision tool anci

optics producbs as calculatin¿ r;tachines, typev,rribers and

caneras is especlally notable"

i'Ie sar.r in chapter V that tracie wibh Cornecon countries

expanded rrìore quici<ly during the 1960 t s than lvith other

socialist countries and r,vith western countries. It is not

cLear, ho',vever, thaL t,rade agreements wibh Co;necon counLries

are having a nof;iceable inpacb on do¡nestj-c procruction pl-ans

in Easb Gernrany. Several wrlters in East Germany ha'¡e

drav;n attention to this problenr. They point oub that in

several insLances export agreeinents have been r"eachecl af ter"

the annual- plans for production r^¡ere dralvn up anci there is
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tirat the plans l.fere cÌrangeci as a I"esult of tìle

I Thu evidence of'Tal¡Ie VI-E su6¿esLs'r'hat

the present Liine litf;1e concrete supporL i'or

thet Coitiecou planning has been integratecl success-

doiirestic production Plannin¿.

Decisions to import goods froi'ii tire soviet union haci'à

fairl-y noticeabl-e impeict on do:'rrestic producLion. Thus,

productionofsuchitensashardcoal,ironore'ro]-led

sl,eelrrolledplaterancihydraul-icpressesexperiencecian
absolute decl-ine in production, or a substairtial clecl-ine in

their growth rate, durin¿ bhe period in r^¡hich ne6otiations

v¡ith the sovieb union !.,rere carried out. some prooucts,

ho,,¡ever, lilce lnetal- cutt ing rnachines and inachines f or

chernicals, hacl high rabes of grovrtÌr even ihough iÌrese 5ootls

vlere being inporteci from the u.s.s.R. In bhis cese iiiiports

l,Iere probabl¡r used to support gror'iing industries at hone

lvhich\,{ereunabletoineettota}clomesticde;nanci'

I This probl-ein is il-lustrated and cliscussed by \""erner
Ross in his nabilÍtabionsschrifi at the Oei<onolnische Hocir-
schule in ilerl-in I(arlshort, Die. . .E{'f9t'derni-ssg ç!er
Synchront-"utiot 0" 9+'.dqliffi ff ). one ¡,ast
ffiåpãáiuri"tin]-nvestlnetrtto1ribhetvritertÌrirt.theDDjì
"iiii 

p"ão,r""s about E1iI of 36,000 oif f e¡ent types of
lnachlrã"y anci that as J-ong as this condition renlains one

cannot reaJ-ly speak of ef lective special-i zation and inte-
gration of prodiction pl-ans in COT"IECOÌri. Cf . Kaserrs book
on COì,ÍECOì'l f or a sinilar concl-usion.



365

The developments in domestic ¡:lanrrin¿; ancl Í.oreign

trade v¡hicir rle have j ust observed undoubtedly af Í'ected

regional- econornic developnent in East, Gernany. Several

regions, parûi.cularly l¡rankl'urt r lileu iJrandenbur¿, Cottous,

I'otsdam, tlrfurt and l{agCebur¿ increaseci their share of

Lhe Gross Socia] Product during the 1960s. The success

of most of these districts lay in their relativety high

rates of grovrth in such expancling sectors as industry

and construcbion.

Their success did not seem to depend on the position

v¡hich they occupied in these sectors at the beginnino oi'

the decade. de have seen that several clistricts v¡hi.ch

r^rere heavily comrnittecÌ to such imporbant sectors as

Priärary Inclustry and liiietal Processing (e. ¿;. Dresden,

Leipzi-4, and I(arI I'.iarx Stadt) did not increase industrial-
procluction es quickJ-y as sone dlstricLs like Neu Branden-

burg which vlere heavily co¡r;niLteci at the stari; r¡f the

period t o the s lower grol,ring Ì,'oods se ctor . Theref ore ,

knoiving bhe structural- ob j ecbives of econornic planners

in 1960 ruouf d not have enabl-ecì one to precÌict v¡hich

re¿ions r,¡ould gro1,,¡ nost quickly in the Í'o1loivin¿ period.

In this broad set'lse one can say bhat econonic plannin¿

did not directly debernine the coìlrse of econol:ric c.levelo,r-

nrent 1n the various disLricts.
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Hoi'¿ever, upon closer inspection there seerrs to be

a f'a't'rry cl-ose connection betl'¡een econoiaic plannin¿, boLir

clortesbic and foreign, and the refative gror.r,bh of clil'f.erent
regions. several of the fastest grov,ring clistricts, such

as Franltfurt, lJeu rlrandenburg anci cottbus nìay have

experienced unusually high rates of groi^rûh in this period

because of their proxiriiity to the coal-, iron ore and oil
resources of Pof and and the u.s.s.R. anci because they

are ideally situateci f or the exporb of those goorìs,

prilnarily sneciaLizecl machines ancl equipment, which East

Germany has been sending to ibs socialist partners. The

deveJ-opment of a petrochemical inclustry in Schr^¡ecÌt (oistrict
of F'rankfurt ) is clirectly relateo to a decÍsÍon macle wiilrin
the sociaList bloc to builc1 the l.'rienciship oil Line frorn

the U.S,S.R. through poland to Llast Gernany.

The clistrict of Frankrurt has rz counties , inc lu.iing
the three city counties of Frankfurt, schr,;edt ancl

Eisenhuettenstadt. Tl:ese cities are all located on the
Pol-ish border (tne l-atter has been built bhere since the
war) and the Ìast Lwo are by far the most heavily industrialized
counLies in the di-sbrict. rt is probably more than
coincidentat that some of the inain export cornmodities suclr

as general and heavy machi.nery and el-ectro-technical pro-
ducbs have been produced at an above average rate in these
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centers. The chemical inclustry has arso tror{n Ìnore

rapidly in this <listrict than iir tire economy as a whol_e.

Neu Brandenburg has 14 counties. Of Lhese the

most heavily inclustrialized is Ueckermuende i^¡hich borders

on Poland and lvhich has Z/3 of 1Ls industrial workers

engaðed in the metal processing incÌustry" Lying righb
nexL to it is the counLy of Neu Brancìenburg r,¡l-¡ich is tire

second most l-righly industri arized county in ilre districL,
sÐec j ari zLnE in metalrrares, elecNro-techiricar producbs and

general and heavy inachinery.

The dis trict of cottbus arso l-ies arong the poi_ish

borcier but its econorny is probably not as ciirectly l_inkeci

to the foreign trade sector as the others (it does not lie
on the Ocier Iìiver, âs does FrankfurL, nor have a port
l1ke ueckernuende in Neu Brancrenburg), stil_1, the ilrree
counties in cottbus v.¡hich l_ie along the polish bc;rder are

among the ¡nosb highry industrial-izeci in Lhe ciistrict. As

we have seen, Lhe industrv of this distrlct is iargely
based on lignite, r,¡hich has been a declining incìustry i'or
bhe past f err' ¡rears. In this case r &s r,Jas nobed previously,
econo,nic planners inade a conscious effort to create
indusiriar opportuniti-es for d.Íspraced nriners. Ab the

same tirne 1i,¡nite has rernained a vita_L procìucL f or Lhe

rapldly expandi-n.r energv field so that while rnining
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itself is decÌlning it supports inclustries that are con-

sidered important by central planners " Because of tiris tire

net effect of É¡overnment sLrucbural policies has been to

stilnulate the grovlth of industry in Cottbus, j ust as

import-export plannin¿; hel.ceci to stiinulate the industry of

Frankfurt and I'leu Brandenbur3"

The grovrth of industr;,¡ 1n older incìusbrial districts

IikeErfurtandi4agcleburgcanalsobetracecltostructur,al
policies. unlilce Dresden, Leipzi¡¡, and Karl- I4arx Stadt,

r,¡hich have specializecì in metallur¡;ica1 prociuction basea

on coat, l.,lagdeburg and Erf urt 1ie closest to tÌre lar¿e

potash and potassium f ields ol' liast Gerinany. Their

i_ndu-str¡r, bheref ore, is orientecl to the che¡nicals secLor

rvhich is so nrrch favored by cenbrai planners. In this

vray the relatively quick grovrth of'tìrese two dlstricts

can also be related to the sLructura] policies of cenbral

planners.

rÍìÌre ororvth of the disbrict of Potsdan is ìllore difí'icult
¿ l¡v

to exnl-aj.n. It does not l1e on any forei¿n borcler ancl is

nob closely linked to resources v¡hich fopin the basis of

exnanding industries. Its gror+th in the posttvar period

may be rel-ated to its position on the west ftank of ì'vest

Berlin. Prior to the war its industry l,'Ias geared to
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Berrin and i^ras partly overshadov¡ecl by it. rt is no,,v supply_
ing a market whÍch rvas largel¡r oominated in the past by

Berl-in nnanufacturlnt. f

rt appears, then, that domestic anci Í'oreign tr"acÌe

policies, and speci-ar postwar conditions: resurted in the
rel-atively rapid economic grovrth of certain districts in
Ea.st Gerrnany in the I960s. some of these clistricts, like
i4agdeburg and Erfurt, were highly Índustrial_izeci bef ore.
0thers, ì.il<e IJeu Brandenburg and Frankfurt, have becoine

fairly irnporLant inqustrial- producers for bhe first time

and have like1y inproved their overarl_ economic position
in the countryo

Despite such progress it is inrportanL

several of these dlsbricts still account for
part of total industrial productj-on in East

1967 Frankfurt, I'Jeu Brandenburg, potsdam ancÌ

19,2% of the total population but accounted

of the industrial output in the counbry.2

to note ühat

a very s¡nal-l

Gernrany. In

Cottbus hao

for only J-4.T%

1 G. Schniidt-Renner.
Dernokratische Republik, pp.

v'lirtschafts territ orium Deutscne
304-3]3.

2 q-r¿. D.!. R. 'r!þg , pp. T5 and 92.
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In aodition, despite the changes that have occur-rea

the norbhern distrlcts of East Gerrnany are still far t¡ehind

most others in thei_r industrial_ization. The tirree, Neu

Brandenburgr Schrverin and Rostock had IZ,Z% of the population

in 195E but only 6"6% of the totaL industrial outpub.f

l^/hat this means Ín terms of income difference beLv¡een

regions cannot be ansl^rered in def aJ-1, but it can be

illusbrabecl with a f ev¡ general observations . First, sal-aries

in industr:/ r transportation and construction are consiclerabl"y

higher in East Germany than safaries for agriculfural

workers. In 196E the average monlhly salary Í'or a con-

strucLion v¡orker was T68 iui, for a transportation ernproyee

737 14, for an Índustriar rvorker 7r0 l,i, and. for an agricurtural
l-aborer 6T g i!,2 The dif f erences betv¡een incìustry and

agriculture are probably greater ilran these figures in-
dicate because the inclusbry figures do not include the

higher saLaries Aoing to niana¿emenL or the bonuses given

f o v¡orkers and management at the encl of Lhe year. Jean

Edv¡ard smith cites the exanpre of the inanaging direcLor j-n

the Riesa Steel llorks v¡ho earneo about 3r500 i,1 a nonLh in
1966 anci addeci about 20?i' to his income through bonuses ii

1 Ibid.

2 Ibid, p. 73,
enterprisãsl-

All f igures are I-or staûe-oi,¡neci
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the f j-rn tnet its Þrof it targc-t .l

There are al-so income diff'erences betiveen inciustrial

secto.rs. Cne resea.rciler iras noted that the 1or.¡est salaries

in itrdustrv vlere paid to vrorkers j.n i,i3ht InUustry aitü iì'oooS

The fatter characterizetl nlucìr of the industr¡¡ in Lne

northerrl cìr'eas. I'he hi6hest salaries i,Jere paiu Lo v¡ori<ers

1n heavy industry anu to enployees in the Primar;,2 anri i.leual-

Processing sectors Aenera1ly.2 ThereÍ'ore, the üegree anLr

type of j-n<lustrial.ization rnay significantly affect bhe in-
coìjre of a. given district anci ina;¡ r'esuIt in cons-Laer"Lble

disparities betr,¡een clii'r'erent reÉ;i-ons.

F'urther, inciustriel j- zation seeriìs to invol-ve a laroer

oroportion of ihe popuiation in procluctive activity. Â

speci:rl nooulation stuoy in E¿st Gernany in 196'l indicateo

thaL in several ciisbricts less 1,han half of'the population

earneci Íncome ihrough econoilrj-c activity. 'fhese vlere the

districbs of iìostock, Schtveriir, ileu iJrandenbur¿, i''ia.;debüri;r

Potsdan, and li'ranl<furL. \./ith the exception of irÍa6debut.¿

these were all the l-eas1, inciustrial-ized olstr.icts in tire

I
2

Gerrnan¡¡'r ,

Jean iidrrard

llans Apel,

Sni th, Gerrnanrv_ ile¡¡_grrci t,Tr jJail r Þp . 9 b-9 9 .

lrlncome ano i-ts DisLribu-r,ion in ¿ast
i¡eb " l-955, p. 10.ChalJ-en ge ,
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i'Ie noted in chapter TII ts that Èlast Gernan pfanners

have built up the infrastrilcture of the country in
relab ion to indus try , so that the least inousbrial_izeil

districts have received the least public supnorb for

the builciing of roacis, public f'acilities, etc. There

is liLtl-e evidence to suågest that public authoril"ies

al-l-oca1,e their resources wit,h the intention oi' equali zíno

econo¡,ii-c opÐortunities and clevelopmenL throu¡çhout tire

country " 'I'his might h;rppen if' the inclivictual districts

had as tnuch po,,ver to put'sue autonotnous policj-es as

i.ndividual nabions have haci rvithin the socialisb i¡Ioc.

IJor,"ever ¡ âs a recent stuoy has shor,¡n, the central govern¡nent

in East Germany largel¡r controls and clirects expenditures

in such important areas as direct investmenLu educaLion,

and research ancl developrne nt,2

i'Je have seen that economic planning in Easb Gerinany,

bhrough its sLress on the development of industry anci on

the relativel-y quick development of certaln branches of

induslrvr and its emphasis on the exporb and import of

I llrsg*bni!_s_e der Volks unci tseruf s zaehl,rn¿; De_qqqÞe_{ 31,
1964. S taat sverlag, 13e r'1i n, 196'( , p. 1bg.

and i'Jest German
20, 1965, pp 

"

2 FrederÍc L. Pryor, rr

Expendituresrtr PubIic Finance
East

VOI.
Govern;nent.rl

J00-359 "
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certain co:nmodities, clirectly inf luences the regional

econonj-c cievelopment of the counLry" The result has been

that some re2;ions r,vhich rvere previousj-y considered very

backrvard, partly for l-ack of industry and partly because

they lacl<ed cultural and social- amenities, have been able

to irnprove their position in the country, OLher disfricts

have r,¡ibnessed a decline in their relative positiorì as a

result of the sane policles " llov"'ever, those districus

v¡hich were least industrialized are probably still at

a consi-cierabl-e Cisadr¡antage, in tenns oÍ' incolile, infra-

structure, etc. , vis a vis Lhe lnore highly inciustrializeu

areas. There is little evidence to suggest that central

planners are framing their policies r^¡ith the specific
purpose of overconting su.ch ciis¡rairiLies " In certain

instances rvhere a district such as Cocl,bus faced an acute

hardship because of a declining industry planners have

consciously buttressed the ecotloity apparently r,vith good

success. There rnay be more examples l-ike this rvhich show

that central- planners are f ar .flrom indif ferent Lo acuLe

probl-ems in particular distr"icüs. The fact remains, however,

that little or no attentÍon has been given to r"e¿ional

der¡eloprnent in the econornic plans of the t!60s, f,hou¿h

these plsns have directly afÍ'ecteo íhe structure o-r'the

liasb Geri¡an econonly and rvitl-i it the rate of econo¡nic

devel-onnent in the various regions.



CHAPTBR VII

A cOiuPARrsON 0i" STRUCTURAL CHANGES rN BAST At',tD lvÈsr

GERI'{AÀ]Y

rn the prececling chapters ive anaLyzeo Lhe re-Labion-

ship betneen econonic planning anci struc Lur¿il changes in
East German¡r. Tliis j-nvol-veC a co:noarison of specif ic
planning objectives aE the beginnÍn¿ of a periou v¡ibh the

sLructu::al- changes that occurred by ilre end of the periocr.

In general there seemeci to be a fairly ¿;oocl correl¿ition
betrtreen econo¡rric planning anci structural change " Hoivever,

since the analysis was confineu to iJast Gerrnany several
questions coulo nob be ansv¡ereci. IL coul-rl not be ciel,errninet1,

for example, whether soìne of tl-le problerns i.rhich East Gerjnat-l

planners encounLered were unique bo t he Easb Gerlnan systei:i
o1" v¡hether bhey are found in other inciustrializeci countries
as v¡eLI. can one say that the apparent inabirity of
planners to shift capiLal resources frorn prirnary incìustry
to mebal processing in the amounts desired is a fairui,e o.f

pranning, or does iL simply reflect the highr-y capibar--
intensive naLure of priniary inciustry in aLI acivanced

inclustrial econonies? An exaninauiorr of' strucLur,.¿l_ changes

in i'Jest German Íncìust,ry may herp us to for:nulaLe at
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leasb tentabive anstlers to such questions.

If East Ger¡nan planners had been corilpletely

Successful i¡ realizíng their structural objectives it

woulti st1ll be irnpossible to telI, frort a stuay of the

East Gernany econony aLone, whether pÌanning v"as realiy

responsible f or the observecl changes. The wef 1 knovrn

tact that even perfect col"relations are not proof oi

cause ano eff'ect rel-ationships is exiremely iinportanL

in bh j-s situation. Econoinic planners might, f or example,

establish their plans in accordatlce lvith technical- con-

ditions and de¡rand requirernents lvhich are common Lo all

industrial societie$ " Structural changes might be in-

terpretecl then as responses to such general conditions,

not the resul-t of the econotitic planning itself . The

poÍnL is that thousancis of inoividual businesslnen in a

markeL economy inighL have responCed to bhe sailre Lecirnicaf

and rnarket condiLions as the econoniic planners in tire

plannecl economy, vlith similar consequences f or the

structure of industry.

That this is more than just a theoretical possibility

is denaonstrated by Gerhard ScÌrulzrs booÌ<, Technische

Revol-ution un.1 StrukLurwanciel in tler Industrie. The

auLhor cÌeals i

changes in the

n this book tviLh Lechnical- and strrrctural

most hi¿1:ly aclvanced inclustrial cc¡unlries
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in the worl-d. I{is purpose is to enabl-e econontists and

planners in East Germany to identify those procructs,

techniques, and inclustrial- sectors which are grotvinÞ Irlore

quickly bhen others ancl which, in their conbrll¡uLion

to the growth of other sectors aS l^¡e]l-, can be l-oc¡keci at

aSttkeyttSectorS and products for econoinic pl-anninó. 0rle

of the prime purposes of plannersr âs schul-z sees it, is

to sti¡nulate those sectors in East Germany r'vhich are provin6

to be so crucial ln other industrial countrles.

There is good. reason to think Ûhat tliis book refl-ects

the Viei.Ipoint of leading economlsts and planners in ßast

Germany. It has been repeated recently by another East Gerrnan

econonlst, Rudolf Reichenberß.1 It ref lects the lvlarxian-

Leninist view (seen as a universal law) that industrial grov'rttr

clepends upon the above-average clevelopnent of the producer-goods

sect1on.2 Thu"" is nothing surpri-sinß¡ therefore, about the

attention given to capitalist developments by sooial-ist planners,

After a detaifed analysis of strucLuraÌ chan6e in

such countrles as the United States, Japan, England, ano

i{est Germany I)p. Schulz observes that the key indusLries,

in approximately the following order, are: chemicals, o11

and natural gâs¡ mebal processing, he.rvy machinery,

metallurgy, non-ferrous metal- production, mining, anc.i

I RudoIf ReichenberBr StruEtgr und 'r'/achstun der
Abteilungen I und Il im Sozia

2 Ïbtd, p. 23 ff. Cf. the conclusion Lo this thesis.
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lighb lnclustry.l From this he draws the conclusion

stimulated r¡lost

social-ist stace.

that it is these secbors tÌrat nust t¡e

vi¿orously by econo¡nic planners in a

:ie notes ühat the order of the fastest growin5

secLors and subsectors in Easb German industry frorn L9:-5

to 1964 was very sirnilar to the oroer founci in Lhese

industrial- countries, r,¡ith a f ew inportant exceptions .

Because of their virtual- absence in the East German re-
source base, oil ano natura] gas do not enjoy the position
rvhich they have in rnany other econoirries. Furti:erlr¡ore,

in 1964 the che¡nical and ei'ìergy secbors ranked. ninth and

eighth respectively, in berms of rates of ¿rovith, in
East Germany. schul-z rnaintained in 1965 that, beca.rse

these secLors ranked rnuch more highl-y in other inùustrial
countries somethin6 vroul-d have to be clone in Ìjasb Geri:rany

to improve bheir performance, al-id r,¡j-th ib bheir rerative
position in inclus t"y ,2

l- G. Schulzr op. ciL., p. 160.

2 lbici, p i 200. Our data .e or the perioci Ig59 to1967 shorvã-ffiat- che¡nical-s r.rnl<ecl fifth in rate oÍ grolrth,and the energy sector rankecl sixth, a cl-ear improvõ,,ienL
9v9r bheir position in the earrier periocr. cove¡,ed bySchuIz.
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This deliberate af tempt to e;-nulate industrial-

production in other countries makes it extrernely difficult

to judge the effectiveness of East Gerinan planning. If

anybhing, there is a bias in bhis kinci of evaluation

agalnst econo,nic planning. If east German industry is not

developÍng in a fashion simila.r to that of oLher countries

one will be inclined to say tirat the failure is due to

planning. If it is, one nay argue that this 1s aLl thaL

can be expe cted f ron'l an industrial- country . Af ter a1I, 1t

is the East Gerinan economÍsts who say that Lhere are

basic comiíion features in all highly developed inciustrial

societies.

Therefore, the effort to Ilnl< economi.c planning to

structural change nay easily encl in consiclerabLe frustration,

even if another counbryrs developnent is drar^¡n into the

analysis. i{hat this analysis enables us to cÌo, hoi',rever,

is to develop one more correlation betrveen planni-ng anci

structuraL change, viz, a correlation between plannin¿

and the developnent of iiast German inciustry along lines
characterlstic of other developed economies.

An attempt at such correlation involves cornparisons

ivhich are f ilred i,'¡ith serj-ous conceptual problerns. une

prob l-em is that of account ing and pricin65, wllÍch was

discussed in Chapter II . It is pracLicalJ-y iinposs j-bte to
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compare absolute production flgures for the tv¡o countries.
Despite appearances to the contrary one v¡oulci nob be able

to say from Table vrr-l for exarnpJ-e, that economic

output grevi more quickly in East Gernnany between 1960 anci

1967 than in i'iest Ger"nany. rnstead of rnaking cornparisons

of this kind r,Ie wiLl ana\yze and cornpare structurar chan¿es

takin6 prace within each country. our concern is nob

with the rate of growth of indusbry in East Gerinany vÍs
a vis industry in tllest Germany, but wi|h the rate of grovrth

of incustry in East Germany vis a vis the raþe of. grorvth

of other sectors in East Gerrnany. The sarne horcis true for
our anal-ysls of west Germany. rt is the rel_ative growth

and position of different sectors i_n each econoiny that
rvill be compared. The use of utlest Gerrnarr oata :vhich has

been adjusted for price changes, and the use of East Gerr¡an

data which has similarly been adjusted for changes in
planning Þrices, enabl-es us to attach sorne signif icance
to this type of comparison.

A second conceptual- probÌern is posed by the use of.

different indusLry classification sysbems in ilre two

countries. i'Je lvilL give sone attention to bhis problein
when dearing specificarly with the industrial secbor.r

r For a r'/est Ger"ma.n corrrparison see, ;./. Libbe't:ttzur mitterdeutschen industrieLlen produkLionsstatistik
im Vergleich zur BunclesrepubÌik, " VH,{F ¡ir. :, f gOf l-o . 255 If ,
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Fortunabery the systems are sirnil-ar and aclaptabl-e enough

to permit some generaJ_r useful comparisons.

The structures of Lhe tvro economies are iIl-uistratetl

in Table vrr-I. The basic difference beLween them in 1960

r,Ías the greater importance of the industrial_ sector in
'rlJest Germany ( 61. 4 % of total output, excl_uslve of service

industries, vs. 56.)4% in East Germany), and the nore

important position of agriculLure in East Gernany Q6.4,'i,

of total output vs. T ,77, in ì,lest Germany) .

In the period 1960-67 industry órer{ rûore rapicily

than any other sector in i.Jest Gerinany, rvh j_Ie the con-

strucbion sector, u¡hose share of output declineci in v,jesü

Gerinany, greì,Í most quickly in East Gerrnany. rf is lnuerest-
Íng to note that construction grew more quickly tiran

indusbry in ';Jest Germany between i-g]2}-| g.I This ,ray

mean that ibs growth in iast Gernaany lvÍll slow oown

relative to other sectors as the East German ecorlorny

continues bo expand 1n the next decade.

rn 1960-6T both construction ancÌ inciustry in East

Germany grer^¡ ab or above average rabes for the v¡hol_e

l- Growil-r in construction was Lugr" ancr in inclusuryI22i" based on data 1n s.J.È:jl.L t_9Á9, p. 210.
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econony. During this time the share of j-ndustr"y in ,jasb

Germany grevr more rapicily Lhan ilre share of industry ln
i'iest Gernany, even though the indusbriat sector contlnuetl

to be more important in the l-abter eountry than in the

f orner . The f act , holever, thab ind ris Lry t s share of
total- output in East .Germany increaseo by z.B Ðercenta6e

points in Lhis interval vrhile ib grerv by only L.6 per-
cenLage points in l{est Gernrany indicabes that a convêreerce

of the econornic structures in this inportant respect j_s

taking place.

In lact, apart frorn the tracie a.nci construction
sectors, v'rhose shares of total- output 1n Lhe Lr,¡o countries
moved in oppc.rsite clirections in 1960-67, the tlvo structures
seern to be developing in very similar viays. There is a

notabre similariby in the share of each sector, aparb

frorn trade and agricul_ture,

This type of conparison can nol¡,I be exbended to the

indusbrial sector of each country. Forfunately for our
purposes in/est German statisticians divicie the greatest
portion of indusLrial- output into four major. secLors,
which are sinil-ar in ma¡y redpects bo Lite f our maj or
indusbrial sectors Ín East Gerinany (before 196g). I,he

fol-Lowing i uxtaoosition of the two systerns il-lusbrabes Èhis:
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I,.JEST GERTlA}IY EAST GERPI]\NY

Pri.rnary l,laterial-s &

Producer Goods = Primeiry Industry

Capital Goods

Consumer Goods

= I4etal- Processing

= Light Inclusbry

Food-Drink-Tobacco = Food-Dritrk-Tobacco

These broadly s j-tnilar categories, hotvever, inask

some inportant dif f erences. FirsL, the Pritnary i'¡taberials

and Procìucer Gocds secLor in !{esb Germany does noL in-

clude ininin5 and enerÉjy. In general we have trieci to

make the iiest Gernan ciata confor¡n to the East Gernan

system, so that in the follorving analysis we have in-

cludecl r',rining and energy in the i{esb German priinary

secLor wherever possibl-e .1 Seconci, while the chemj-cal-s

subsector is listed in the Prirnary i'laterials secLor in

tlesb Gerrnany r âs it is in East Germany, it does not in-

cl-ude such inportant branches as mineral- oi1, asbesLos

and rubber, and plastics . The latter, in fact, is r'ouncl

in the Consuner Goocrs sector. Once again, wherever possible,

an attempt has been made to Íncl-uoe these branches in
chenlicals so that it conforms to the chemical- subsecLor in

1 It is not possible vrhen the daia is baseo on in'Jex
seri-es in the S.J.3.R"D.



Srjq

East Gerrnany. It t\ras not possible to reconcile all- the

dif feren"":. Iror exarnple, cerLain types of al_uminuin

productj-on are incl-ucied in cheinical-s in iìast Ger;nany but

are f ound in the metal-l-urgicar subsector in l,JesL Ger;nany.

I'lob enough detail is available to make the necessary

adj usbnents .

The Capital Goods secLor in hlest Germany corresponcis

quibe closely to the l4eta1 Processin¿g sector in East

Germany. IIo distinction is made betlveen general anci heavy

machinery so Lhese have been conbined in the Easb Lìerifl¿,ì.n

sbatistics to conf orm to ilre lr,rest Gerrnan practi-ce. Further,
it is difflcult bo identify casting and forgings as a
separate category in the 'fest German sLatistics, so that
this subsector has either been ciropped or incluciecl ail<;ng

rrothersrr in the f ollowing presentaLion. The Consi:ner Gooc.ts anci

Fôod-Drink-Tobacco sectors ar"e very sirnilar in both countries,
with Lhe naj or exception thaL prastlcs is incÌi:cleo i-n
consuiner Goods in ;{esb Germany. ide have arready indicateu
the adjustments made for this.

0n the basis of

comparisons can be macle

of the two countries.

terrns 1n the foJ-J_or^ring

these adj ustinents, then, sojrìe

bebr.veen the industriaL structures

We have generally useci jjast Ger¡nan

analysis to stancl f'or si¡nilar
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sectors and subsectors in both counbries, wibh bhe

understanding thab they have been acijustecr in accorcÌance
with the above observations and thab they are never
completely comparable.

Tabre vrr-2 lndieates the re]ative posi'ion of
the different sectors and subsectors in East anci urrest

German industry in l-950, I960 (1959) and 196T. fn 195o

Primary industry rvas the most iinporLant secbor in boûh

countries, f ol-lov¡ed cJ-osely by ii{etal processing anci Li¿ht
industry. tsetween rg5o and. 1960 the srrare of prlnary
industry ferr in both counbries and the share or' I,{etat
Processing increased. The share of LighL industry felr
in both countries, especialry in ;Jest Ge*nany. A sinirar
decrine occurred in Food-Drink-Tobacco. Ther"e.fore,

in bhe period r95o to Lg6o there l/rere very simirar shifts
in the structures of both econolnies.

A comparison of shifts in ilre share of subsecuors
during that period r-eads bo a simir-ar concrusion. rn
both countries such subsectors as mining, rneLalrur¿y,
textil-es, leather products, pulp and paper, printing,
and glass-ceranÍcs losb part of their share of total output.
rn both countries such subsectors as machinery, veÌricles,
shipbuiJ-dinÈ, netaJ-r^rares, eJ-ectro-technicar, precision



S
ec

to
rs

 a
nd

S
ub

se
ct

or
s

G
R

O
I.J

T
H

 A
N

D
 S

H
A

R
E

G
E

R
i{A

N
 I

N
D

U
S

T
R

Y
,

A
N

D
 I

N
V

E
S

T
M

E
},

IT
,

P
R

II'
,IA

R
Y

IÌY
D

U
S

T
R

Y
3 

34
.1

E
ne

rg
y

( 
g 

le
c 

tr
ic

 i
 ty

G
as

 )

T
A

B
LE

 V
II-

2
O

F
 P

R
O

D
U

C
T

IO
N

 I
N

t9
5o

-r
96

7.
 S

H
A

R
E

19
67

 .

%
of

 
%

of
O

ut
pu

t O
ut

pu
t

19
50

 
19

60

W
E

S
T

 G
E

R
Ì',

IA
N

Y
]

:.:
:ly

t^
:?

1:
T

lu
re

d-
T

ro
m

 s
 .J

.B
 1

R
.p

.'1
96

9r
 Þ

p.
 l-

95
 a

nd
 z

3r
. 

rh
es

e

-t
 

L-
7'

 
-/

v 
e)

J

ou
E

pu
t 
ca

lc
ul

at
ed

 f
ro

m
 S

 .J
.B

.,Ì
.D

,

t 
D

at
a 

fo
r 

19
50

 a
nd

 1
96

0 
is

 
ca

rc
ul

at
ed

 f
ro

m
 G

. 
sc

hu
lz

, 
T

ec
þn

is
ch

e 
R

ev
ol

ut
io

n
S

tr
uk

tu
ri.

la
nd

e1
.n

n.
2o

n-
2o

]\T
al

Þ
æ

n¡
lrr

a*
.;.

1^
-^

lv
h1

òh
u"

"-
ãi

;;;
-in

-"
iä

"#
:,,

ÏÏ:
',3

..1
1:

.-
|1

!:-
..1

'1
9"

?a
re

-9
å}

E
jii

iu
re

q,
i;;

¿
 d

å;
;';

"'ä
ãr

#i
da

aT
ffi

Ïb
id

. 
^^

 
?O

I 
an

cl
 

)?
1 

an
rl 

T
nÌ

¡a
cr

m
an

{-
 

¡r
a+

.¡
 

T
Lr

 
i

/"
of

 
%

ot
 

%
of

O
ut

pu
t 

E
np

lo
y-

 I
nv

es
t-

L9
6T

 
m

en
t 

m
en

t
19

67
 

19
6T

lb
id

, 
pp

 . 
20

1 
an

d 
Z

3L
 a

nc
i I

nv
es

tm
en

L 
da

ta
 I

bi
d,

 
põ

. 
-ig

Z
 an

cl
 2

 jI
.

2 
D

at
a 

fo
r 

19
59

 a
nc

i 1
96

T
 d

er
iv

ed
 f

ro
¡r

 T
ab

le
s 

IV
-2

6 
an

cì
 IV

-2
u.

F
or

 1
95

5,
 G

. 
S

ch
ul

zr
 o

Þ
. 

ci
t.,

 
p.

 2
01

3 
f 
nc

lu
de

s 
lv

lin
in

g;
 b

ut
 d

oe
s 

no
t 

i-n
cl

uc
ie

 e
ne

rg
y 

fo
r 

f9
5o

 a
nd

 L
96

0.

32
.5

i¡i
E

S
T

 A
N

D
 E

A
S

T

O
F

 E
Iq

P
LO

Y
M

E
N

T

37
 .0

29
.9

4.
8

7"
ot

 
%

or
O

ut
pu

t O
ut

pu
t

19
55

 L
95

9

2.
9

56
,6

E
A

S
T

 G
E

R
I{

A
I{

Y
2

y:
t 

P
ro

du
ct

 in
-1

95
0 

pr
ic

es
@

IT
,2

30
.4

%
 o

t' 
%

 o
f' 

%
 o

i'
O

ut
pu

t 
E

;n
p1

oy
- 

In
ve

st
-

19
6'

l 
m

en
L 

;n
en

t
L9

67
 

19
6T

29
 .4

1.
6

28
 .6

r.
6

26
.9

L.
'.l

2.
5

59
.3

11
 .6

(r a o\



S
ec

to
rs

 a
nd

S
ub

se
ct

or
s

T
A

¡lL
E

 V
II-

2 
C

on
tin

ue
d

G
R

O
i\r

T
il 

A
IV

D
 S

H
A

iìE
 O

F
 P

R
O

D
U

C
T

IO
N

 f
Ì{

G
E

iìi
\r

A
N

 I
I'I

D
U

S
T

R
y,

 1
g5

o_
19

67
 . 

sH
A

R
E

A
N

D
 I

N
V

E
S

T
i.4

E
N

T
, 

L9
6T

 .

P
R

T
I.I

A
R

Y
 I

}J
D

U
S

T
R

Y
 C

O
JV

T
IN

U
T

D

l'.
'ii

ni
n 

q
l.{

et
al

lu
rq

v
C

he
m

ic
af

J'
1

B
ui

 1
di

 n
 g

f''
la

te
ria

.ls
 ¿

%
of

0u
bp

.u
t

19
 5

o

'fi
of

 
%

of
O

ut
pu

t O
ut

pu
t

19
60

 
L9

67

"¡
JE

S
T

 c
E

R
i4

A
N

y

I 
In

cl
ud

es
pr

oc
Ìu

ct
 io

n 
tr

ea
te

d

2 
In

cl
ud

es

B
.¡

7.
7

13
. 

c

4.
9

7.
3

16
.6 3.
8

¡I
E

S
T

 A
l,i

D
 E

A
S

T

O
I¡

 E
I,T

P
LO

Y
M

E
N

T

5.
1

%
of

 
%

of
 

î[o
f

E
rn

ol
oy

- 
In

ve
st

- 
tJ

ut
pu

t
m

en
t 

ln
en

t
19

67
 

19
67

 
Lg

55

^(
)

¿
.0 9.
5

t6
.5 3.
4

pl
as

tic
s,

 
m

i_
ne

ra
l

se
pa

ra
te

ly
 i

n 
th

e

tim
be

r 
in

 a
dc

ilt
io

n

5.
3 

4.
5 

5.
1

'l 
.9

 
ö.

6 
6.

6
9.

8 
æ

.3
 

15
.3

4.
0

%
 o

f 
'/"

 o
Ì

O
ut

pu
t O

ut
pu

L

19
59

 
19

6'
l

oi
I, 

ru
bb

er
 a

nd
 a

sb
es

to
s,

 a
nc

i c
el

_f
ul

os
e

or
ig

in
al

 
da

ta
.

to
 e

ar
th

 a
nc

i r
oc

k 
pr

oo
uc

ts
.

E
A

S
l- 

G
E

iìi
'iA

N
Y

3.
0

4.
2

6.
4

lE
 

,l
L)

. 
¿

2.
0

r.
'l

i'"
 o

f 
/, 

of
È

in
pl

oy
- 

fn
ve

st
-

r¡
ie

nt
 

rn
en

b
rg

''.
t 

19
67

2.
7 

6 
.'t

4.
r 

4.
2

r7
 .4

 
10

.4

2.
t

3.
2

16
 .1

X
L

19
.ó

3.
6

(J
J

C
c

-\
]



T
A

ts
LE

 V
II-

2 
C

on
tin

ue
d

G
R

O
I.J

T
II 

A
N

D
 S

H
A

IìE
 O

F
 P

R
O

D
U

C
T

IO
N

 
II]

 i
^J

E
S

T
 A

IJ
D

 E
A

S
T

 G
E

R
i,{

A
N

 I
N

D
U

S
T

IìY
,

T
95

O
-T

96
7,

 S
H

A
R

E
 O

F
 E

i,l
P

LO
Y

i4
E

}iT
 A

N
D

 IN
V

E
S

T
M

E
N

T
, 

T
96

7.

S
ec

to
rs

 a
nd

S
ub

se
ct

or
s

I4
E

T
A

L 
P

R
O

C
E

S
S

-
rN

G
 

24
.9

l4
ac

hi
ne

ry
 

8.
0

V
eh

ic
le

s 
3,

7
S

h 
j.p

bu
ild

in
g 

0 
.5

I''
{e

ta
1v

¡a
re

s 
4.

 B
E

 l-
e 

ct
ro

-
T

ec
hn

ic
al

- 
4.

 B
P

re
cl

si
on

 T
oo

1s
,/

O
pt

ic
s 

_ 
I,2

O
th

er
s 

I 
1.

9

%
of

O
ut

pu
t

19
50

/"
of

 
%

of
O

ut
pu

t O
ut

pu
t

19
60

 
19

67

i,J
E

S
T

 G
E

R
i'i

A
I'J

Y

33
.6

9.
0

8.
0

0.
7

5.
0

8.
2

T
"o

f 
%

of
 

/"
of

E
m

pl
oy

- 
In

ve
st

- 
O

ut
pu

t
ni

en
t 

m
en

t
L9

67
 

r9
6'

t 
19

55

I 
In

cl
ud

es
 s

te
el

 c
on

st
ru

ct
io

ns
, 

an
d 

(in
 

L9
67

) 
ai

rp
la

ne
 c

on
st

ru
ct

io
n.

33
.5

10
 .7 o.
¿

0"
7

3.
5

8.
1

2 
ïn

cl
ud

es
 c

as
tin

gs
 a

nd
 f

or
gi

ng
s.

¿
10

.3

'll
 

o

b.
J

]..
0

5.
0

10
 .

1-

1.
3 

1.
0 

r.
B

1.
4 

3.
3 

4.
3

25
.A

%
 c

¡f
 

"i"
 o

f
O

ut
pu

L 
O

ut
pu

t

L9
59

 
19

67

T
 .'

3 
10

6.
9 

6
0.

4 
1

2.
4 

2

E
A

S
T

 G
E

tìt
vi

A
l,[

Y

2g
¿ 0 4 ti 0 I

5.
6

))
 

r
JJ

.¿

11
 .1 T
.o

1.
9

2.
4

7.
5

0.
8 

I
L.

T
 

2 
1

ilo
 O

I 
tb

 O
I

E
;n

pl
oy

- 
In

ve
st

-
m

en
t 

¡n
en

i
L9

6'
,t 

19
67

5

3U
.0

L2
.g

6.
5

1.
9

3.
0

9 
2.

0 
2.

7
3 

r.
2 

1.
0

39
 .1

14
.5

5.
4

1.
4

)) J.
J u.
u

4.
0

I.T

10
 .0

23
.9 9.
4

4.
2

0.
6

IF t.) 4.
5

2.
0

L.
T

(! c. q-
^



G
R

O
.,J

T
i{ 

A
I]D

 S
}I

A
R

E

19
50

-l-
96

7 
.

S
ec

to
rs

 a
nd

S
ub

se
ct

or
s

T
A

B
LE

 V
fT

-2
 C

on
tln

ue
d

O
F

 P
R

O
D

U
C

T
IO

N
 
IN

 '^
JE

S
T

 A
N

D
 E

A
S

T
 G

E
R

¡{
A

N
 I

T
ID

U
S

T
R

Y
,

S
I{

A
R

E
 O

F
 E

I,Í
P

LO
Y

I,{
E

¡J
T

 A
N

D
 I

N
V

E
S

T
I,{

E
N

T
, 

L9
6'

I 
.

LI
G

H
T

 IN
D

U
S

T
R

Y
 2

3.
2

i,/
oo

dv
¡o

rk
i 

ng
-

C
ul

tu
ra

l 
2.

6
T

ex
til

es
 

11
 " 

0
C

l-o
th

in
g 

2,
6

Le
at

he
r

P
ro

du
ct

s 
2.

2
P

ul
n 

&
 P

ap
er

(C
el

lu
lo

se
) 

I.z
P

rin
tin

E
 &

D
up

lic
at

in
g 

2.
I

C
er

an
ic

s 
&

G
l-a

ss
vr

ar
e 

L,
5

7,
 o

f
0u

tp
ut

19
50

/, 
of

O
ut

pu
t

19
60

l^
iE

S
T

 G
E

ììi
'{A

i'l
Y

',%
ot

 
%

of
 

/"
of

 
%

of
O

ut
pu

t 
E

m
pl

oy
- 

In
ve

st
- 

O
ut

pu
t

m
en

t 
m

en
t

L9
67

 
L9

67
 

L9
6T

 
L9

5j

18
.7

2.
4

/.0 ¿
.1 1.
6

1.
1

r,
g

.l.
4

r5
.3

F
O

C
D

-D
R

IN
K

-
T

O
B

A
C

C
O

15
.r

2.
4

4.
6

2.
6

23
. 

B

1.
2

1.
3

1.
8

I.2 14
.4

17
. 

B

3.
5

6.
5

5.
1

2.
1

7"
 o

f' 
%

 o
f

O
ub

pu
t 

O
ut

ou
t

19
59

 
19

6T

1.
3 

3.
6

3.
3 

ro
.5

0.
8 

3.
3

E
A

S
'f 

cE
Ììi

'4
A

i{f

L.
o

¿
.(

)

2.
2

6.
0

24
.0

0.
5

23
.0

1.
1

/"
 o

Í' 
/"

 o
î

E
m

pl
oy

- 
In

ve
st

-
ln

en
t 

m
en

L
19

6T
 

L9
6T

1.
5

2.
2

3.
7

9.
8

3.
4

2.
L

20

r.
1

l.g

5

1.
0

ç)
o

u.
u

3 6 a I t

26
.7

Ì. 
/-

l

16
.4

ö J ö 9 6
L.

'l

1.
0

5.
1

9.
8

3 
.'.

(

2.
 t)

i0
.4

1.
3

0

L4
.5

L.
',l

J.
-i

^) 0.
6

U

2.
t

3

1.
3

L2

2.
4

t.3

l.c
i

0.
5

1.
Õ 6.
/+

 b w



390

tools and optics increaseci their share. I,jot only dict

these subsectors move in the same direction bu'r, the degree

of change tüas of ten quj-te s j-milar. Thus, in both

countries the share of miiring droppeci considerably and

in both the share of el-ecLro-technical- products increaseú

consiclerably. Al-1 in all- ther.e seeÍts to be a fairly
striking sirnilarity in the strucburat changes tliat took

place in the two econo;ries.

At the same time there !^Iere several iinportant

exceptions to this paralleI ¡nove;nent. In i,.Jest Gerirrany,

for example, the share of cheinical prociuction increaseo

considerably, lvhile it renained virtuaJ-ry stagnanb in tjast

Germany. rn 'vJest Gerrnany the building maberiars subsectc¡r

declj-ned in importance whil-e it gainecl a larger share of
output in East Germany (r,eflecting the clifferent r-abe o.e

construction activity in the two counLries noted prevlously).
rn lJest Germany the vehicle subsectors increased ibs snare

considerabJ-y v¡hil-e in East Germany the share r,.¡enL up very

libtle. Thei'ef ore, one can say Lhat in cerlain crucial_

subsectors l-ike chemÍcal-s and vehicles (possibly also energy

production, for iihich, unf'ortunabely, the tabres derivecr

from Schulz gave l-ittIe inforrnation) i'Iest Gerrira¡y achievec.r

relatively greaber 6rovrth than Easb Gerinany, while in tÌie
subsector lr¡hich supported the rapicily growing consbrucbj-on
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lndustry bhe Iiast German gror.rth rate r\ras relatively

higher than that in l{est Germany.

Table VII-2 al-so illustrates shifts in the secLors

and subsectors of inciustry in the period f960 to f967.

Before we look at these rve can gain some understand.in¿;

of the relative rates of growth of ihe different secLors

in this period by observing the data in Table VII-3. This

Table reveal-s some surprising shifts betr^¡een the period

1959-1967 and the period 1950-L960 " The relative growth

rates of the major sectors changed considerably in i,Jest

Gerrnany. The fastest growing sector in 1959-6/ was the

Primary sector, follor,ved by Food-Drink-Tobacco, Capital

Goods, and Consumer Goods. The sectors are ranked

according to gror,rbh in the nargins and their growbh rates,

exÐressed as index numbers, are given as v¡ell-. In Easb

Germany the re]ative rates of grolvth remainecl very similar
to the period 1950-1967, whlctr means Ehat in the period

1959-6 7 they vrere considerab ]y dif f erent from i¡/est Germ:rny I s .

The subsecLor breakdou¡n gives sorne clues as to why

this happened. If one compares the rabes of growth oi'

various subsectors in the Priinary secbor v¡ith subsectors

in the }letat Processing sector it becomes cl-ear ilrat iir
i{est Gerrnany such orinary subsectors as chernicals ancl

energy ( electricity) expanded rnore qulckJ-y cturin6 this
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TABLE VII-3

INDUSTRIAL PTìODUCTION IN I.JEST GER].4ANY AI'JI)

BY SECTORS AND SUBSilCTORS, T959 L96T

I{EST GERI4ANY EAST GEììITANY

Rank (ln Growth
Growth (f967 as %

Rate) of 1959)

Se ct ors Growth Rank (in
(f967 as I Groi¡ilr
of j"959) Rate¡

2
1

J
4

l
3
4
2

166
140
L39
145

lBl
94

126
2r3
141

130
15r
106
144
163
134

Prlmary Induslry
Ìvietal Processing
Light Inciustry
Food-Dri nk-Tob ac c o

Sub se ctors
Blectricity
Mining
l{eta1lur¿y
Chemical-s
iluilding r\laterials

l{achine ry
Vehl c Le s
Shipbulldlng
l'{etaLware s
ELe ctro-Te chnic al-
Precislon Tool_s

Optics

L5.5
180
141
139

173
100
115
180
163

186
146
r55
194
209
206

2

5
4
1
3

5
^
6

3
I
4

4
6

5
7
I
3
2

2

5
4
I
3

4
6

5
3
l
2

145
121
r32

74
$6
149
154 5

Idoodworklng 16 3Textiles ]34
Cl-othint LZE 

¡

Leather Products I4z 4

Cellulose, PulprPaper 141
Printing 133Glass-Ceramics 164

2

5
7
3
4
6
I

source: carcutated from s.J.B.R.D. 1969¡ pÞ. zro-z13and from tabl-es ln chapL. IV.

Does not include rnining, energyr or plastics.
Includes plastics.
rncludes plastics, rubber anrì asbestoes, ano mineral- oil.Incl-udes f ur products.
0nIy gJ-ass hol-Ioware.
Also lncludes gas,

I
2

3
4

5

6
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TABLE VII-4
GRO'IdTH ITI PRODUCTION IN SELECTBD BRANCHES OF

ïNDUSTRY IN I,JEST AUD EIrST GERi,lANy, fgS9_1967

I{EST GERI4A}JY EAST GBRI,IANY

Rank L96T trlet Branch
Produc ti on
as % of 1959

1967 Gross iìank
Procucti on
as /, ot 1959

J

L9
1B

2
I

T2
3
5

13
15

I7
14
10

B6
95

308
313
133
29t
214
121
116

100
117
140

115
22r
r37
143
150
ú5
146

CoaL l4ining 92Metallurgy 9ZSynthebic Fibres 2I2
Pl-asti cs 293
Rubber & Asbesbos Procìucts 19J
ItlineraL Oil 162Pharmaceuticals ZZz
Stee l- Structures ßg
Machines for ìvletal

Processlng 3'lB
Ivlachines for Agriculture ITT
I'lachines for F'ood Z4g
Machines for Light 151

Industry
Trucks 2I0Autornobiles 168Furnit rrre IT 2tïusical Insbruments, Toys 151Brerveri_es l2B
Wines & Spiribs 1'/l
Tobacco Products I0T

I9
rirIO

5
2

7
t)LJ

4

1l

I
tl
J

15

16
4

11
9
7
6
B

6
I2

9
14
I6
10
r7

Source: cf. TabIe VII-3.
1 All coal minlng.

2 Lignite production.

3 f ncl-udes tar.
4 Includes soaps, cosmetics, etc.
5 Automobiles for consumers,

6 Includes Upholstery.
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period than any of the subsectors in I{etaI Processing.

On the other hand, in East Gerntany chernical-s ancl energy

did not gro',¡I as quickly as such i''ietal Pr<¡cessing sub-

sectors as precision tools and opbics, el-ectro-technicaJ-,

metalwares, and machinery. In üest Germany the machinery

and precision tools and optics subsectors grer^¡ particularly

s1owly ouring this period, conpareci to other subsectors.

For the Primary and i{etal- Processing sectors combinecì bhe

foll-ov¡ing were the fastesL growing subsectors in each

country:

3. Elecbro-technical lvletalr^rares

l,lesf Gelnany

1. Chernicals

2, Bnergy

4. Vehicles

5 " lletallvare s

3. I'lineral Oil

4. Automobiles

East Gerinany

El-e ct ro-te chnic aI

Preci-sion Tools and 0pbics

ittachinery

Cheni c al- s

i4achines for Foods

Pharmace ut i cals

Table VII-A bhroivs more light on these developinenLs.

In terms of rabes of grorvth the five leadin6 branches in
each country were:

l'Iest Germany East Germany

I. Plastics lvlachines f or l4ef al- Processing

2. Synthetic Fibres Plastics

5, PharmaceuticaLs Synthetic lrib¡'es
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0f the five leading branches in l,Jest Germany,

inc 1udÍng the three leaders, f our l^/ere in i,he chenical-s

secLor.f In Bast Germany only bhree vrere, and their

relative rates of growth place them in the 2nd 4th anci

5th positions. In ì,iest Germany machine building 'rras noL

among the fastest grorring branches, while in East Gerrnany

tr,vo categories of machines vrere. Thus, in the perioci

1960-1957 \,,test Gerrnan prociuction of primary goods anci

capibal goods did not move parallel to these sectors in

East Gerinany. In terlns of planning obj ectives vis a vis

the exarnple of i,u'est Germany, the Eas! Gerlnans seenr to have

been relatively successful in pronoting the output of

machine goods bub not so successful in expanding their

chemical, energv, and vehi cl-es se cLors .

Table VII-J also indicates that the Light ancl Fooct

inriustries in the two countries did nob move in paralle1

f ashion in the 1960s. In ir/est Germany Foocl-Drink-Tobacco

grel,r more quickly than Light (Consumer) goocls, l.rhile in
Easb Gernany, though there v¡as only a slight ciifference in
their rate of gror,,rth, the opposite was the case.

1 The index of gror,rth for chemical-s in Table VII- j
does not include prastics, rubber and asbestos prociucts
and ;nineral oi1. fhey are addecl here f'or purposes of'
comparison.
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Again, the greater detail of Tab l_e VII_ 4 hel_ps to
il-luminate these trends. Among the fastesc grolring branches

of l{est Germany during this perlocl r,Jere such food branches

as brevleries, l^¡ines and spirits, anci Lobacco proclucts. rn

fact, in ber¡es of rate of growLh they rankecl nexb to tire

five leading branches in prÍmary industry anrl netaL processing.

rn East Germany, on bhe other hancl, these branches ranÌ<eri

considerably l-ov¡er 1n the scare, behind such light-industry
branches as furniture and upholstery anci inusical- instrurnents
( although wines ancl spirits gre\ü sJ-ightly inore rapioty than

the l-abter). rt is significant thaL whab rnighc be call-ect

luxury ibems have been gror^ling mosL quickly in the collsgiil€.t

sector of i,'Iest German inciustry v¡hil-e they have been

gror^ring relatively l-ess quicl<ly in East Germany. (This is
al-so indj-cateo by the rapid gron'Lh of aubo¡noi¡i1e prociuction

in West Germanyr pelative to trucks, and bhe relatively
rapid grorvLh of truck prociucLion in East Ger;nany).

Turning back to Table vrr-2 i^Ie see hor,v these relative
rates of gror,vth have affecte<l the shares of inoustry sectors
and subsectors betr^¡een 1960 and 1967. Unf'or"tunately the

nlethoo of arriving at bhese eoinparative shares is such that

1 It shoul_d be noted thaï
imporbant to iùest Gerinany are not
( e. g. oil ref ining) , in ôrcler to
comparable.

a f ew branches rrniquely
i-ncl-u<1ed in Table VII-4

;nake al-l listed ite;ns
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they do not arvrays refr-ect very accurately tire raLes of
growth over the ¡¡hole period. Iri-rst, the shares are

based on inoividual years , L96O and 196T. ït so happens

that several important subsectors in i',Iest Gerinany, sucli

as vehiclesrancì chelnicals did not gror^r at their averrì,)'ê

rate fol" the i,rhol_e perÍod in l96T . In f aetr v€hicle
production actually decrinecl in 196T t as oicl the elec tro-
technicar industry ancl meLal-v¡ares. irlachinery builoing
also declined but not as mucir as the l-atter industries,
so tr,at in that year its share ciid not refl-ect its
refatively low rate of groi,rbh in i¡/est Germany during the

rr¡hoLe period. The chernical- inclustry grer{ ìïiore rapicily in
L966 and 1968 than in 196T so that its share in ]196T cioes

not refl-ect its relativeJ-y high rate of growLh ove.r Lhe

ivhole period. These are probLems that are faceo in any

comparison of this klnci, bub account nust be taken of
thein in the further analysis.

The share of ir/est Gernan sectors and subsecLors in
L96T as over against previous periods is also affecLecl by

the incLusion of energy production in the Ig6T total-s.
This would resul-t, cêteris paribus, in ilre oecline of al_l

subsector shares between rg6o and ]t967. Further, sorne

dif'-flerences nay result from 1,rre use of the year rg5g in
the grorvth indexes and the year 1960 in the share comparisons.
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. Because of this the 196T share data for trlest

Gernany nust be interpreted cautiously. For East Gerrnany

there are f ei'¡er conceptual problems. First, 1967 groivth

progressed at a rate close to average f'or the period

(see F'lgure IV-l) ¿rnd the energy sector lvas incluoeci in
al-1 calculations. Keeping this in mincr the followin¡;

pat tern of changes in share s e.trerge s :

Subsecbors Decl-ining in ljoLh Counbries:

I'{ining, Text1les, Clobhing, Leather

Products, Printing, Vehicles.

Subsectorg Gror+in¿ in 9oth Countries:

Energy, Chemicals, Elecbro-Technical_s,

Ìr/oodworking.

Subsgctors Decliniltj ( or staSnating) in i'/est

Germany and Grorvin6 in East Germany:

Building I''iaterials, i,lachinery, ir{etalrvares,

Precision Tools and Opti_cs.

d) Subsectors Declininrl_(or stagnàtin in ¡last

Germany and Êlsf,r:Lnå-__.!-lrì ;{est Germany :

l4eta1lurgy.

rt seems that in niost subsectors ilre movemenb in both

countries vJas in the sarne direcLion. i¡lhere they d.iverse

a f airry ready expJ-anation is possibre. The relativeJ-y
rapid grolvth of buiì-ciing materials and macninery goods

a)

b)

c)
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in East Germany can be explai-ned in terms of the stress
placed on construction and on machinery procluctlon in
East Germany by economic pranners, both for do¡nestic

procluction and to meet East Germany r s conrinitnenbs in
comecon. The relativel¡' heavy emphasis on nebarrur6y in

'¡/est Germany reflects the superior iron-ore and coal position
of that country.

The columns in Table vrr-2 r,¡hich show the shares of
total- industrial employr,renb and gross invesirnent al_focated

to the different sectors aird subsectors in 196T periait
some addl-bional interesting conparisons.

Listed belov¡ are those sectors and subsectors in
each courrtry which received a larger share of boil-r Labor

and i.nvestment than the same sector or subs".tol-ir. the

other counLry.
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Sectors and Subsectors
lvith Greater Share of
Indus trial- Employment
and Gross Industrial-
Investment in Easb Germany
Than in i{est Gerrnany

Energy

Metal-lurgy

I'4etaI Processing

Vehi c l-e s

I{e talware s

El-ec bro-te chnical

Clothing

Printing & Duplicating

Taken together bhese

inpressions gained fro¡l our

sectoral gr.ovrth rates in the

stt"ess on energy, chemicals,

I{achinery

Shipbui lding

Precision Tools /OpLícs

Light Industry

Woodworki ng- C ul t ul,al

Text il-e s

Leather Products

Pulp and Paper

Ceramic s anci Glas svrare

¡results confirm sone of the

prevÍous look aü refabive

tlvo countries. i,rie noteci the

rneballurgy, vehicl-es, anci

In terms of investme¡rt lunds alone, the che¡nical-s

subsector and the Food-Drink-Tobacco sector received a

larger share in ¡Iest Gernnany than in East Germany, vrhile

in EasL Germany such favored treatment uras given to the

Primary rndustry sector and to the rnining and builciing
naterials subsectors.
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food prooucbion in l,.lest Germany. The adciitional data

above reveal that stress has also been placeo on light
consumer products such as clothin6 and printing, in
r,,¡hich sLyle and rnarketing play an important rol-e. In

ilast Germany hre noted the sbress placecl on machinery,

precision bools and optics, ceramics anci glassware and

building naberiaf s. ¿le also noLeii bhat light incìustry

procluction was declining more quickly in ;,JesL Ger,nany,

refatj-ve to other sectors, than was the case in East

GermanSr. ide nobe here that tliis is confirmed by the

rel-atively Í-avored position of lighL inousbry in jiast

Gernany in i,erms of share of employment ancl investment.

i'Jibhin light indusLry stress has been placecl on the pro-

duction of goods rvhich are ofLen one stage re¡novecl frorn

f inal- consurner denandr € . ¿j. pulp and paper insteao of
printinE, textiles instead of clothing.

The list also contains several- surprises. rn right
of the sbress given to rnetal processing in East Germany,

ancl the persistent ef forL to .move aE least soneiriraL fro¡n

primary production to metal processing, it is surprising
that the primary indusLry sector ,,{a.s favoreci v¡ith lnvesû-
ment f unds r re lative to ilre sarne sector in r,,lest Gerinany,

and the i4etal- Processing sector i.vas l_ess favor.eci rel_ative

bo i¡lest Germany . r t appears thab a very ireavy cor-rcentration
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of invest¡nenb funds in mlning, cornpared to iJest Germany,

is the main reason for the reLative sbress on prinary

lndustry in East Germany. The heavy stress on vehlcre
productlon in i{esb Germany rargei-y accounts for bhe

reJ-atively favorecl positton of i'{etal processing there.
As we have seen before, the hlgh cosb of mining in East

Germany has apparentJ-y forced Bast German planners bo

channel more resources into thab sul¡sector, ancl con-

sequentry more into the primary secbor as a whoLe ancl

less into the lvletal processing sector, than their plans

cal-1ed f or.

The importance attached to the el_ectro-technical
field in ¡Iest Germany, vis a vis the same field Ín East
Germany, is ar-so somewhat surprising. East German plans

have placed very great enphasis on this field but ib
appears that lnvestment anci labor al-l-ocations stil1 do

not reflect this concern. Arso, the heavy emphasis placed
on che¡nlcal- production ln East German plannlng Ís not
supported by a reJ-abively heavy infusion of i_nvestrnent

funds in this fie1d.

rn general 1t can be said that bhe share of invest-
ment and employnent allocatecl to bhe oifferenL sectors
and subsectors ls very similar, despite the diffe'ences
just noted. Thus , 56,6r, of all industriaL invest;nent in
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West Gernany was allocated to the Primary Sector in 196|,

vrhile the correspondi-ng figure for East Gernrany vras

59.3%. In irlest Gerrnany 25.0% of investrnent funds were

alloca!eci to metal processing, while the corresponding

figure for Bast Gernany was 23.9/'. On the basis of such

cornparisons, and using several stabistical rneasurements

of correspondence, Manfred l4elzer concludeci in l96d

that there üras no signiflcant clifference between the

structures of the tlo economies.f lle observecl thab the

cliff erences i,¡hich exisb, such as those noteci above, seeìn

to be increasing since 1960 but bhe slmiLarities in the

two systems are still more notable than the dlfferences.

Something can aLso be learned fro¡n Table VIT-?

by juxtaposing the share of industrial output anci the

share of employment and investment in eacl¡ sector and

subsector. This gives us a ineasurement of relative Labor

and capital tntensity in the production of these sectors
ln the two countries.

For our present purposes we can define a labor

lntensive sector as.one in which the share of total-
industrial employment (t) 1s greaber than the share of
igdustrial- output (y). (or; t > t).

Y

I Manfred lvielzer,
deutschen Industrie I9j5

ItDas Anlagevermoegen
bls I966n, VHrril' I968,

V/e can say that ¿

der ¡nittel_-
ilr. f, pp. 105-132.
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capltal- intensive secbor is one in which the shore oÍ'

total- industriar investinenL (r ) 1s 6reater bhan the share

of industrial- output (y ) . (Or, 
+ 7 I. )

Table vrr-5 ili-ustrates the ratlos cterived in this
way f or serected subsectors and sectors in i,jest ancl Easb

Germany in 1967. rt lndicaLes that 1n both countries the
Pri-mary sector was capital Íntensive (by our ciefiniLion)
and. the other sectors were not. i.'lithin the prirnary

sector the energy, minin¿5, ancl chemicaLs subsectors r¡¡ere

capitar i-ntensive in both counLries, especially ener,¿,y .

rn both counLries mining, building inaterials, ¡netaI

processing machinery, metal',vares, precision tooLs ancl

opbics and tight indusLry were rabor lntensive (by odr

definition).

This serves to lndicate soile of the LimitaLions
wlthin rvhich pranners nust operate. There woulcl appear,
for example, bo be a very clefinite rimit to the extent
to whlch capital- resoLlrces can be ¡noved out of the capital
intensive primary seclor into the inetal_ processlng secLor.

However, the ratlo crata also lncricates bhat in
severaÌ sectors and subsectors in East Gernrany caplLa]-
(in the forn of neiv lnvestnent) was used much l-ess
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TABLE VII-5

RATTO OF S}IARE OF LABOR FORCE AhID

OF OUTPUT II{ SÃLECTED SUBSECTORS

GERÌ'{ANY , Lg6T

ÏNVESTT,IENT TO SHAIIE

II'I IEST AND EAST

ì^IEST GERI4ANY

LTry
EAST GERi'lATIY

LIYY

PRII,{ARY SECTO}ì

Bnergy
I'4ining
Metallurgy
Chemicals
Building Materials

I'IETAL PIìOCESSING

IUachinery
VehicLe s
Shipbuilding
Metalr¡¡ares
B lectro-Te chnie a1
Preclsion TooIs,/Optlcs

LTGHT INDUSTRY

FOOD-DRINIí-TOBACCO

0.8

0.6
1.9
0.8
0,6
I.2
!,2
1.1
l-.0
1.4
l_.4
L.2
L.B

L,6

0.4

L.5

3.6
L.6
0.9
1.4
0.9

0.7

0.7
1.1
0,6
0,7
0.7
0.8

0.6

0.6

0.9

1.5
2,5
0.9
0.6
1.5

1.0

1.1
0.8
0,'l
1.1
0.9
l_.5

1.3

0.6

2.r

6.8
6.0
1.d
1.1
T.T

0.6

0.8
0.6
0.3
0.5
0.5
0.7

0.5

0.5
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eff iclently than in l¡lesL Germany. This is the case vrhere
I

the ratio was higher in East than in \^/esL 0errnany, as
Y

was true especlally in enerdy, mining, meLallurgy and

bull-ding materi als.

The way in which these ratios are used as a measure

of efficiency can be illustratecl with the following
hypothetical- example. Assume that lnvestnent ( i = âbsolrrte

value of lnvestrnent, not a share) rn each country is the

same per cent of total industrial output (V = industrlal
output as an absol-ute vaLue, noL a share), or i = I/4 y.

Assume further that l= i in west Germany ( I of totar10 -fo
industrial investment, = r) results in the productlon c¡f

_L y ( = 1 of total industrial- output, = y).
20 20

In i,,lest Germany, then, Lhe ratio of

share of investmenb
share of output 2' At the

I
ñ

can be measured in terms of the

as investment in inclustry to the

if i=]_yandI lproclrrcesf .v.4 m' ñ"'
one can say that

I
l¡'

=!=
Y

same time productiviby

contributlon of y used

productlon of $. Thus,

= fovProducesL v.ror

produces 1 y as inciustrial outptrt.
20

lxl
loE I\t

40

as capital investmenL
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I
To

The output,/investrnent ratlo i-s then equal to
I
ñ

l{eanwhlle, if in Easb Germany 1 i results in the
10

production of l: Vr and if i is also 25,% of y, then the
30

l
ïõ-

fhe I ratior

ratio is equaì- to

- J, and the output,/lnvestment

_Lt3 .

I
3õ

I
3õ"

lxLïõ. T

rn the above case, the t ratio in East Germany is r.5
Y

times as great as the same raLio in ¡lest Germany, ancl

the gutput ratio ln i¡Jest Germany for this hypothetical
inve stnrent

sector is exactly 1.5 times as great as in Easb Gernany.

Therefore, the difference between the I ratios 1n the Lluo
Ycountries is lnversely reLabed to the dlfference in their

output,/lnvestment ratios. If East Germanyrs I ratio is
Ygreater ln a glven sector than Wesb Gernanyrs, one can say

that i'trest Germany is using its capital investrnent ìnore

efficlentJ-y in that secLor than Easb Gernany by the a;nount

of that clif ference.
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i'Je assumed in this example that invesLrnent in both countries
was the sane proportlon of industry output. rt can

be shorn¡n that if one country (e.g, vlest Gerinany) devoted

only half as much of its industry output (v) Lo investinent
(i) as East Germany, then if the r ratios in the two

.Icountries were bhe sanie llest Gerlnany woul_cl be using its
capital investrnent twice as effÍcientry as East Germany. l
conversely, in this case one mighb say thab given equar ïr

I yt
20

I E.G. if Í = 20 % ot y in Bast Germany

y in VJest Germany, bhen if in both countries 1
m-

the
I
ïõ'ratio ln both countries = 

- 

=
1
ñ

the output,/investment ratio in i,iest Germany =

and the outpub,/invesbmenL ratio in East Gertnany =

Ir

and I0% of

i procluces

Z. However,

I
ã

11
l¡- x ïõ"

l
2õ'

- ¿.)
11
:l¡-,"10

or one half that of i,/est Gerrnany,s.
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ratios Easb Germany is apparently using its capltal
investment that parbicul-ar year half as efficiently as

l,iest Germany

This exampJ-e r,ías chosen because it reflects what

appear to be the true condlbions in industrial investr:rent

in East and lrlesb Germany in L967,

According to data in the stabistical yearbooks of
both counbries ( see Tabl-e VII-2 f or sources ) ',,Jes t German gross

lnvestment in lndustry in 196T was about 6% of total
industrial sares. rn that sarne year gross invest¡;rent j-n

East Gerinany ivas about L7% of net production in incìustry.
The difference between the tlo ratios may be exaggerabed

by different accounting methocls and by bhe use of net
production flgures in the case of East Germany and total_

sales in west Germany. Ho'rrever, other evldence suggesbs,

thab the rablo of indusLrial investnent to inilustrj-al- output
is probabJ-y aE Least bwice as great in East Germany at the
present tinne than in tlest Germany. f

1 Zauberman notes that in the fifties the ratio of
Bfoss investlnent to GNp hras abouû 24% in Bast Ger:nany and
26% in î,lest Germany, buL Merzer shols that industrlalinvestment equals only about 1of total investment in,¡/est

4
Gernan¡r, but more bhan hal-f in East Germany. (A. Zauberrnan,
gp.. 9ill. , Þ. 40, and l{anfreo Me lzerr op. cit. , p. 109) .



410

Tiris means thab compared to l'trest Ger¡nany, invest,rnent

capital in such subsectors as energy, mining, meLallur¿y

and building materials, and particularly in the Primary

sector as a r,¡hole, was used raLher ineffeciently in East

Gerinany. The perf or"mance in chemicals and in the obher

industrial- sectors rlras much better', althou6h a higher I
Y

ratio in !',lest Germany than in East Germany in sone of these

fields does not necessaril-y mean that I'iest Gerrnany tJas

using its capltal invest¡nenL less efficiently, unless the

ratio was at l-east tlvice as high.1

It appears, then, that Easb Germany has been sLyrnied

fo some extent ln its attempL to place investment i'unds

where the highest priorities l-ie, and to e¡nulate the sLr¡lcbure

of a modern industrial economy l-ike lr/est Gerinanyrs by the

relabively poor use of investment resources 1n the Priinary

industr"y sector. Theref ore, what was said bef ore i-n

relatlon to the perforÌnance of bhis sector vis a vls other

sectors in East Germany is noi,I confir¡ned by this cojìlparison

wlth i'Jest Germany"2

1'vJhich tt oractically is in the vehicles ancl
shipbuilding subsectors.

2 This ls by no neans an indicLment of' the planning
system itself. l'le have indicatecl in several- places therelatively poor resource base rvith which Easu Ger¡nanplanners have had Lo contenci. The evidence here is sirnpryfurther proof of the ctlfficui-ties which they are f'acin¿.



COI{CLUSION

Econornic planning does noL operate in a vacuum.

I'lelther does it folIow objectives and allocate resources

1n a nechanical or automatic r^Jay. In atbempting to direcf

the course of economic development ln their country East

Gernan planners have had to contend wibh a nurnber of

lmporbant geographical- and historical- conclltions. They

have also been gulded by several prime objectives which

have been dictated parbly by those condltions anci partly

by the unlque economic philosophy which underlies the

soclalist East German sLate.

Among the conditions faced by planners have been

the <lislocatlons caused by the war, Lhe separation

from East Germany of a large part of Germanyrs pre-war

terrltory, Lhe need to forge new economic links with

countries which had previously contrlbuted l-ittIe to its
economlc development, a poor suppry of such baslc industriaL
resources as hard coal, iron ore, hydro electrlc por{er,

nabural gas and oiI, and a clecJ-inlng, baclly strucLurecl

labor force.

These conditions have forced economi_c planners

to devote scarce caplLal and labor resources bo the
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produ.ction of goods, especially primary products,

where the output/factor ratlo could not be expectecl to
reach levers found in other advanced inciusbrlal nations.

Expenslve high-temperature coking of brown coal, for exainple,

has gÍven East Gernany bhe highest coar-consumption raLe

per ton of pi8 lron in Europe.l The capital prociucfivity
data presenteci in this study refrect these condftions

very cIear1y.

In the prociuction of goods to which the econony

might otherv¡ise be lvel-1 suited, such as buirding maLeriars

and machinery, the structure and virtual sbagnaLion of the

labor force has forced pranners to substitube capital for
l-abor to an extent bhat wourci noL be justifieci under rnore

favorable conditions. rn acldition to using proclucÇ1ve

factors inefficienbly because of this, they have been

unable bo all-ocate more facLors bo areas which vrere given a

high planning prlorÍty and which promised better returns.
i^le have glven some indication in thls paper of fhe high
cosfs to the economy of such limiting condiüions.

There have, of course, been more poslbive con<iitions

as wel-I. Before the war parL of bhe terribory lvhich j-s nov¡ íast

1 A. Zauberrîan. Industrial Prop;ress, Þ. l_tj4.
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Germany was one of the mosb industrlarizecl areas in ûhe

v¡orrd.1 rt was a leader in the productlon of syntheLic

gasolÍne and rubber, in opbical goods (cenbered arounci the

Zelss flrm 1n Jena) and in the produebion of electrlcal-
equipment. Leipzig was a worrd publishing cenLer anij. the

potash and rock salt of the llal]e region anci Lhe

copper ore of the Harz and Erz mountain ranges strpporLed

lmportant chenical- and metal- processin¿ inclustries. rn
addition the area was agri culturally sel-f -suf .ticient .

During the war East German lnciustry shifted f'rorn a

prlrnary emphasls on light lncìustry to heavy machine

lndustry (known as the "Luftkriegswj-rtschaftt' or'rair war

induslry"),2 It emerged fron Lhe v¡ar as a major pro-
ducer of engineering goods, ¿ posibion ivhich must be

regarded i.n retrospect as distlncLly advanbageous in
the socialist bloc of countries.

However, the heavy reparatlons payments after
the r,Iar, the ]ack of so¡ne imporLanü constituenL elements

1n the rapici]y changing chemical Índustry3, ancr above

ilasic Daba
pp. ,-ó.

2 A, Zauberman, gg. clt; p. 32.

J see ALfons liletzner, Die chemische rndustrle cler

1 Cf . Stephen M. Hirsb ancl Leon Lervins.
Economy o! ühe Sovigt.Zone of Germany,

i{eIb, VoI I, pp. 190-208.
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all the loss of much skilled labor which hao been the basis

of lts speclallzed lndustry, all seriously eroded the

positlon r^¡hich East Gertnany hacl held before and durlng tÌre

r{ar, Manufacturlng plants haci to be rebuilt, a 1ar6e nerv

labor force had to be trained and the social- and heal-th

needs of a comparatively aged populafion hacl to be meL.f

In formulallng their objectives economic pJ-anners

in East Gernany have been necessarily influenced by Lhe

conditions just descrlbecl, and by concerns which are rooLeci

in socialist econonic theory. The l-atLer has given rise

to at least three important economic objectives:

1" The development of a truly socialisL sLabe

in v¡hich state ovrnership of the means of

production is ha.rnessed effectively for the

benefit of bhe peopì-e by a v,relJ--organized

planning system.

2. The development of the economy 1n keeping

with the fundamental Lheories of l{arx and

Lenin.

1 The median age for males ls just over 30 and
that for tJomen is just over 38. trn a normalLy groiving
population these median aðes are founcl in the micl-bi,lenties.
Cf . Hirst and Lelvins, S.. cit; p. Z.
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The creabion of an effective international

socialist economy in which national- planning

is coordinated v¡ith international- trade.

The first half of the flrst objective, state owner-

ship of resourees, tras largely accornpJ-1shed, as vJe have

seen, by the early L960s. The second hal-f of that

objectlve, Lhe development of an effective plannin¿;

system, has been more dif f icul-t to real-ize. ì.Je have

noted tr,vo baslc problems: the establishment of a r"ational

pricing systen v¡hich is based on bhe true relatlve cosLs

of goods and rt'hlch takes account of the real_ cost of

capital resources, and the effective comrnunÍcation of

instruct ions in a pJ-annlng structure which has becolne

extrenely complex.

The lmpact of these probl-ens on the desireci

al-locatlon of resources is pracLicatJ-y impossible to
measure, but the great stress which has been placect on

fheir sorution, through nurnerous reorganizatlonal- efl'orbs
and nel pricing policies ln the past decade, indicaLes very

cLearlv that East German planners <lo not uncleresLimate

i-t. The fallure to reverse bhe clecline in capital pÌ"o-

ductivlty, vrhich in turn has forcecì planners to alLocate

resources in r{ays v¡hlch <lo not reflect their highest prior-
1ties, can be attributecl at l-east in part Eo probl_ems which

3.
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planners are encounterlng 1n this area.

The second objective, the developmenb of the

economy in keeping with the theories of l/rarx and Lenin,

requires a word of lilstorical background. Accordind to

social-ist theory rapid lndustrial growth can nnly be

acconplished when, 1n Marxian ter¡rinoLogy¡ Parl, I of the

economy (tfie rtproducer gooclstt or capital goods sector,

as opposed to Part II, the consumer goocls sector)

continually outpaces that of consumer goods.f parL I
of the economy includes raw maberials in addition bo

capltal goods but it 1s assumed bhat the share of raw

material-s in total productlon declines as the econoiny

advances so that it is the producer goods secto¡' whose

share rnusb increase. By rrproducer goodstt is rneanL

particurarly the energy sector, metals, chemicals, builcÌing
maberials and metal processing.

As Zaubernnan points out this l-al.¡ of developrnent is

I Marx and Lenin made these observations aboutcapita]lsb indusbrlaL societies bub it has coine to be con-sidered an lnherent feature or law of all lnciustrlal
com:nunibÍes, including socialist counLrles. For an East
!9rmgn interpret,ation of the l-aw see R. ReichenberB:
Wachstum der Ableilungen r und rr 1I1
lozi mìnary is
l'ound in A. Zauberman, g.. cit,; p. 23 ff .
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subsLantiated, at least in parb, by recenb clevelop-
ments 1n most industriaL countri-es. tsasing his renarks on

a 1960 Unitecl Nations study of lnciustriat growbh he observes
that 1n the first half of ilre 20th century the "heavy
industries'r increased Lheir share in !.Jestern European

manufactures from abouL L/5 to cl-ose to r/2, At the same

tlme the share of typical light industries r_ike bextil-es
v¡as reversed.f According to Lhe u.N. study heavy industry
made the greatest gains in outpub alnong all manufa.cburln¿,

lndustries over bhe tlo decades l93g_I95E.

our comparison of East and l¡/est Gernany showeci

that the i¡Jesb German econorny has also been characterizeci
by bhe very rapid deveJ-opment of the prlmary gootrs secLor.
A writer in bhe l95os attributeci much of il:e success or.bhe
post-war l'Jest Gernan economy to the stress that has been
placeci on bhe development, of heavy J-ndustry in her inciusbrial
structure.2

rn emulaLing successfur lvesLern economres, Lireref ore,
Bast German pranners are for-1or^¡1ng i,{arxlan principles which

I A. Zauberman, Ibld, p. 30. The U.N. reporb isentibr-ed patte_rnq of Índust"ier Growth, rgi:-rgi-iJ- (ivu*York, 19A

2 H.C. Wallich, n Revlval,(YaIe U.p. ; 19 5j) , quót
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were based on observatlons rnade in the l9bh and early

20th centuries and which seem to have been confir¡ned

by the most recenb experiences or' the most highly advanceci

industrial countrles. This heJ-ps to explain bhe very

heavy emphasis placed on the development of the Primary

and l4etal Processing sectors in East Gernaan industry.

There are, however, several lmportant problems

connected wlth the interpretation and applicabion of this

1aw. Firsb, the industrial classification systen used

to dellneate Parbs I and II of the econorny may obscure

fundamental changes taking place ivithin these parts. For

example, the chemical secbor ln ¡nosb countries has beco¡ne

a maJor producer of consumer goods, and yet in llast German

accounting it has until recently been lncLuded almost

entirety 1n the Producer Goocls secbor.f The increased

share of primary industry in llest Germany, noted in Table

VII-2, can be attributed in part to the lnclusion of
plastlc products ln chemicals to make this secLor coni'ornr more

closely to Easb German usage. vlithout such a transfer the

increase would have been minÍmal-. Other important branches

of chemicals, such as synthetic fibres, are arso devetopeci

I Bven the ner^¡ ELl,i system,
goods like plastics and synLhetic
sector, and lt places the Latter
secfors.

p. 36 , pfaces consumer
fibres into the chenrical-s

arnong Lhe prc.:c.lucer goods
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prlmarily for the consumer

cl-assffication systen that

impression thab the law ls
producer goods are becoming

producer goods sector.

narket. Therefore, Lhe

1s used may help to give the

operative when in facb Lrue

a smaller part of bhe total

A second problem arises from the elemenb of dis-
proport,ionality which is impJ_lcit in the lavr. 'vJe have

noted the stress placed on 'rleading sectors" (or
ttschl-uessel Industri-enrr ttkey industriestt) by East

German economists. This, o.f course, is impliciL in the

emphasis praced on the rapid development of the producer

goods sector. Zauberman observes Lhaf Lhts theory of
economic developmenb is actually quite simil-ar to the

" chaln of disequilibria" v¡hich Hirschrnan has postul-aLed

for developing countries.f As Hlrschman ancl others have

argued, rrunbalancedrt grolvth may in lact be bhe best long-
run method of stimulating ûhe overalL grolrth of an econo¡ìjy.

rn an economy rvhich is fairly r^rerl advanced already certain
problems flâv¡ hov¡ever, result from such a method. iIe have

noteci in this study the cycres of investinent which were

apparent in the East German economy in the r960s. rn orcler

!o stlmul-ate grorvth in consumer industries 1n the course of

] See Albert O. Ilirschtnan,
New Haven, 1958, p.Developr,reqt,

The Strategv of ¡jconornic
u
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bhe seven year plan (effective from 1959-1962)

relatively heavy investmenbs were placed into that

sector, Then rvith the plan of 1963, which represented

1n effect a return to the law of the disproportionaf

development of the proclucer goods sector, lnvestmenL in
consumer goods and 1n the infrastructure of the econo¡ny

'ilas neglected. A larger share of resources was channeled

lnto prlmary industry and metal- processing.l By l-966 ib
appears that Lhis process had been carried too far and

very heavy infusions of capiLal investnent were neetleci once

more in bhe consumer good.s sector ancl for the support of
bhe infrasbructure, at the expense of lnportant producer

goods sectors like chemicals.

The l-aw of the disproporl,ional_ developnent of the

producer goods sector has had obher far reaching effects
on economlc planning ancl on the structure of the East

German economy. There has been consj-<ierable ciebate in the

soclaList countries arounci the absolute nabure of this
law and its timelessnerr.2 Does Ít apply more forcefully
ln the first stages of inclustrlalizaíion than ln later stages?

I Cf. p. 325,

2 Relchenberg su¡nmarizes sorne of Lhe
developnent in this debate ln his bookr op,
Cf. A. Zauberman, oÞ. cif; p. 23 ff. for-ã
recen! developmentl-inEl-and.

re c en1,
cit; p. 9 tf ,

descripüion of'
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Does it operate as lrnmutabry ancì to the same clegree in
sociallst countries as in capltal-isb soclebi-es? rs it
pri:narily a 'rquantitir¡e" ciescription of industriali zalion

or can it be adapted Lo incl-ude qualitative factors as

well ?

Aftenpts to ansr,.rer these questions have cllrecûly

inf luenced planning ob jectives in East Germany. Ìi{ost

writers seem to feel that the l-aw appJ-ies to inctusbrial
soclefies aE any given stage, but bhaL its form is
mociif iecl by social and technologlcal conditions . Thus,

Reichenberg argues that it contains a universar princlpail
(the need to produce capitar goocls at an above average rate
in order to stimul-ate industrlar proclucLion as a whol_e) and

a specific condition. The latter appries to the position oL.

consumer goods. rn capital-ist countries, ileichenberg

maintains, the l-atter sector is hel-d back both by the

applicaLion of the universal- principJ-e anct by the exploitafion
of the consLrmer by the capital producers. rn a sociaList
state the universal- principle woul-ci be operative but the
consuÌner sector should not fare as b-adly In the 10ng run

because the specÍf1c condition of consuner exploitat,ion
shoul-d be removed.

ït 1s, of course, exbremery dif f icult to cieter¡nine

l^¡heLher this is acLual-J-y happenlng in the East German
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econony. The cornpari.son lvith ivest Gerrnany showed t,haL

rlght industry has been declinlng Ìnore quickly in ì,Iest

Germany than in East Germany, but the Food-DrÍnk-Tobacco

sector has been growing ¡nuch more quickryr trêl_ative to
other secbors, in l¡Iesb Germany than in East Gerrnany. A

colnplete measureinent of consumer goods proclucLion r,voutci nave

to include the deveJ-opinent of service inclusbries, f or which

there is coinparativery ritbl-e data in East Gerrnany, and

the import and export of consumer goods. f Future assess-

ments of econoinic planning may ivell- consider the extent to
which this hope of social-ist pranners has been real-ized..2

Technical condibions also modify the operabion of fhe

Marxlan Iaw. one of the inain concerns of Gerhard schulz,
whose book has been used exbensively in thls bhesis, is
to add a qualitative, technical dirnension bo bhis law.

H1s position is supported by Reichenberg and. by r'.lany other
economisbs who have taken part in the debate. It represenLs,
in effect, an attack on the crude quantiLative way in which

the law had ofben been interpreted" some pÌanners in
social-1st counbries see¡necl to feel- that the mere accumulation

1 As bobh Zauberman (pp. 32-33) and Reichenrrer¿ (p. zo)observe, the Lalv of the preferenLial growth of bhe procÍucergoods sector rests on a tacit assumption of a cLoseã
economyr cf. the concluding remarks of this section.

2 d'lgher profib. rabes for foocis ancl beverages Lhan forllght lndustry 1n several western counbries, a""oãiatu.t LL
seems with greater firrn concentration, rnay accounl for thererabive growth of the foocls secbor 1n;veit Gerriiany (cf.Flnanclal Poqt of Canacla, I,{ay f B, L)66, p. L9,
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of capital goods, regardless of bheir Lechnical- level-

and their suitabil-ity !o the proouction of final goods,

was an adequate guarantee of lnclusbrial progress.

SaLisfaction lvas ÍeLb if 1t could be sholvn that ¿Iross

production in primary industry and ¡netal processing (Part

T of the economy) rvas grovring Inore rapidly than production

in the other sectors. The attacY of Schulz and others on

thlsrrtonnenideologietthas led to a subtle yet importanL

change in pÌannlng objecLives. Some writers have gone so

far as Lo rnaintain that quallbative changes in producer

goods are more inportanb than the quantitaLive

proportion of such goods¡ so bhat the econoiny might prodress

even bhough ln quantitative terms the share of proclucer

goods uras falling.1 Though thls appears to be a minority

view, planners have obvlously begun bo place much grealer

emphasis on qualitative improvemenbs ln capital goods.

This explains the tremenclous effort being made to

increase the production of eleetro-technical goods and

precision too]s and optics, which are considered the carriers
of technlcar improvemenbs. rt also explains the strong

1 Relchenberg discusses these varlous vj.etvpoÍnts(9. c1t; Þp. 4B-l{9) and comes to his own personal con-
clusion, rvhÍch still seems to reflect the majoriLy opinion,
that the share or prociucer goods must conLinue to rise inquantltative Lerms even though greater stress than bef'ore
shoul-d be placed on qualitati-ve changes.
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emphasis on such sectors as chemicals and energy. The

concern j-s no longer to increase production of primary

industrv and metal- processlng as a whole, but bo expand

particular fleIds within these sectors, especially bhose

which can change industry in a qualitative way ¡ Therefore

an evaluabion of structural change and plannlng for the

last decade has requlred an examination not only of

sectoral changes but changes in subsectors, branches, anci

even individual products.

Hampered by the condltions mentioned previorrsly

East German planners have not been abl_e to stimul_ate

production 1n such crucial sectors as chemical_s, energy

production and even eLectro-technj-cal goods to the extent

EhaE they wlshed, but ln relabÍve ternis they appeal, to

have been highly successful- in re-sLructurlng the economy

along the lines suggesLed. In genet"al¡ âs vre have seen, they

have apportioned investment and labor resources to the

varlous sectors in shares r^¡hich approxl:iraLe those of West

Germany. i'flth these modlficaLlons of the cleveropment

fheory of Marx and Lenin they have sought to re arize bhe

second sociallst obj ective which r^re ment j-oned.

A third objective has been the creation of an

effective lnbernatlonal organization in ivhich national planning

mlght be coordlnabed rvi|h international tracie. As iìje have
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seen, an attempt has been macle Lo accomplish this Lhrough

bil-ateral agreements with social-ist partners ancl throu¿h

COI'TECON, whÍch in theory is rneant to be a mu1Ll1ateral

trading organization.

The possibillty of expanding foreign tracle in this
-hlay Ied social-ist theorists to a further modification of the

lar,¡ of the disproportlonal- development of the producer

goodst sector. In bheory, uLilizÍng the potential_s of
comparative advantâg€ r some socialist countries coulcl

achieve rapid industriar grolth with a very heavy einpirasis

on producer goods bub rviLhout neglecting the consumer Í'Íerd,
simply by exchanging proctucer goods for consumer prooucbs.

Their trading partners might then advance industrially
as well- even bhough they would pay more atbention to
consumer goocls than to ühe producer sector.

This theory of internabional specialization has,

unf orf,unatelv r run into numerous roadbloclcs. since rg64 inost

sociarist counLries have apparently decicled to give first
attention to the broact developnenf of their indusüry,
presumably applying the Marxian law on producer-goods

prioriby in each case, ancl second attenLion bo the beneflts
of internationar trade. As we have noted, East GeriÌiany

conLinues to produce a vast assorLrnent of machines and

other indusLriar producbs, ancl there 1s evidence þhat up
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to the present time aL least there is often little
dlrect relatlonship bebween export-import agreemenLs ano

dornestic pranning. 'rhe üast Germans appear to have been

forced to continue the intensive mining of lignite
because they have found it difflcult to mainbain a high l-eve1

of hard coal- imports from their soclalist partner".f

Despite these probrerns strenuous efforLs are being
made to lmorove international tracle, and ¡nuch has arready

been accompllshed. Trade as a whole has been expanding

more rapidry than industrial- productÍon and Lhe traciin¿g

secbor has become especialJ-y slgnificant for the

rapidJ-y expanding netaJ- processing sector. Here there
seems bo be a sbrong tle bebween comecon tr-ade ancl

domestic production.

The lnpact of foreign t¡.ac1e can also be traced in
regional development. rt appears from our analysis that
the rapid growth of severar districLs within East Gerrl;rny

is related to populabion rnovenlents and to the position
of these districts in relation bo Bast Germany's major
trading parbners. Littre effort has apparentry been macie

r rhus, Lhere was an lncrease in r,rining in ühe period
1964 -67 , reversing an earl-ier decline in prociùcbJ-on, eventhough productive factors were used relaLively inefiÍcientJ-yln the process (Cf. p. 17B).
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to develop the various distrlcts proportionatelV, but

economÍc plannlng, in the vray Just mentioned, has pro-

f oundly af f ected their developrnenL. Priinary concern seetns

to be focused at the presenL time on bhe effecbive

utlLization of resources and overhead capital in such dense

populalion centres as Leipzigt Dresden and Karl_-l'larx-Stadt

r^¡hich experienced a relatlve decline in the past decade.

Ib can be said in concl-usion tirat
j-ntegrat'ion of national pranning with international tracre,

and Lhe integration of national plannlng with regional_

development remain some of the l-east adequately explorecl

and developed areas of East German planning. within the

domestic system nurnerous probl-ems conLinue to
exlst but pl-anners seem to have been quite successf'uI in
structuring imporLant resources and inclustrlal output in
keeping v¡ith bheir socialist planning objectlves.
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