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Prefacse

On October, 7, 1974 the G.D.R. celebarated the 25th anniversary

of her foundation, This alone would provide reagcn enough ko

try a historical eva

try a historical evaluation of the experience gained during this
time. Buf in our case this was not the driving force, Gyp idea
was, that, although specific in appearance;, there are many
features in the G.D.R.'s development, which are of general validi-
ty and could therefore be useful everywhere, where a people is
fighting for social and economic progress,; And there was another,
more personal reason, our university, the University of Economics
in Berlin and let us dare to say our Institute, The Institute of
National Planning in Cairo are tied to eac other by many striags
of mutuval cooperation and fiiendship. To strengthen these fiiendly
relations, it can be nothing but useful to know more about each

other. Therefore this Memo was written as a modest contribution

towards this aim, dedicated Vvo all our Egyptian friends.

S, Veigtsberger ", Wo Wunderlich
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1. The Economic Situation on the Tepritory of the G.D,R. after

*World War II

The economic and .social situation-in May 1945 after World

War II was depressings. The economy was paralysed.

45 % .of the whole industry in the eastern part ‘of

Germany were destroyed,

The capacity for the production of electricity was

destroyed even to 70% ,

Some more than 65% of &l locomotives and about 60% of
all passenger railway coaches were lost and 970 railway

bridges werc destroyed,

On average 30% of all dwelling units, in the large cities

~even some 50% , had been destroyed or badly damaged,

The physical labour force potential was lowered as a result

of the war by some 15 to 20%.

Despite the tremend&us efforks of the working people to
reconstruct the economy the production figures of 1946 still show
impressively how far the production was diminished by the fascist
wars The following table compaging the production level in 1936

and 1946 for some seclected products illustrates this:



Table 1t Production of Selected Comnodities per Capita 1936
and 196 in Physical Units and 194G in Per CenbrG¢B Relation

T e b
Commodity Unis 1936 1946 (19339i§100>

Power kwh 866.,3 £09,2 ol (0%
Sulphgric Aeid kg 22.8 6.0 26,2
Raw steel ‘ kg ?4.2 G5 e ll§4
Rolled steel kg 55.6 5o, 10.4
Cenent kg 104;3‘ 36 30 o4
Leather shoes pair 0.95 O,jl 32.6
Papern kg : 50,2 11.2 _' | 22.3
Meat & meat products kg : 2,? 022 .8?0
Butter kg : 593 3.0 56:8

Also in agriculture the negative effects of the war economy were
mandfolds There was a sharp decline in harvestoiGlds, aboubi40%
of the agricultural machines were unusable, scedd and fertilizers
were lacking and the livestock was remarkably reducedg Some of
these.effects concerning the livestock ereshown by the following

figures comparing 19Z8 and 1946,

1) Calculated according to the Statistisches Jahrobuch de Deutschen
Demokratischen Republik Berlin 1974.



Table 23 Livesoock. per Capita 1938 and 1946 pccording to gelected

Varieties and 1946 inPer cent in Relation to 1938?)

— " >

Variety Unit 1938 1946 1946
(1938 = 100)

Cattle Head 0.22 0.15 iz 6937

of which Cows " O.ié 0,08 . 6342

Pigs | " 0.3 0.1 32,1

Laying hens n 0.68 0.19 278

Furthermore adding to the difficulties was the fact, that the

western powers in collabeoration with the german imperialists split
Germany and thus tore the uniform historically grown geérman national
aconomy intp pieccess This brought about another set of dispropor-
tions beside those which existed as a heritage of capitalist develop-
ment and war economye Hence the development of the national economy
on the terriroty of the GDR started not onlj with a heavily destroyed
but also with a badly deformed economic structure. Some of these dis—

proportions are indicated by the following table:

Table 3: Share of the Industry sited on the present Territory of the
G.D.Re in the Total Turnover of the German Industry in 1936 (Germany
in the Borders after world War TI but without Berlin and -Saar Re-

gion)B)

2) 'Sec Footmote Noe 1 .~ - e S V . b

3) Politische Okonomie des szialrnns und jhre Anwendung in der DDR
Berlin 1969 S. 133.



Industrial Sector Share in %
Iron Ore Mining Sinl
Stone &alt and Potash Mining 570
Haﬁd Coal Mining 5e2
_ Lignite. (Soft-coal) Mining' ' 63.1
Iron‘Producing Industry 7.2
-"Maﬁufacturing of IEoﬁ éﬁd Stéei.
Conmodities 170
Machine Building - 31.8
Iron and Steel Constructions 12,0
Chenical Indusbry o | 3508
Leathor‘Industrj ' o e 22 3

This tablerdoes not reveal the full extent of the disproportions
because the degrec of destruction caused by the war was much higher
in £he East than in the West, The dindustry in the eastern part of
Germany was destroyed to about 45% but in the western pzrt of
Germany only to EO%ﬁ One of the weakest positions in the eastern
part of Germany ﬁas the lack of certain important basic industries.
The major cenires of German heavy industry were concentrated in West
Gefmany, CeZn in_the metallurgical industry 121 mostly modern

blast furnaces were sited on the territory of West Germany against
only 4 more or less obsolate ones on‘thg territory of the GDR.

- To meet the demand of the economy in the eastern part of Germany

the- twentifold capacity would have been necessary.



Because there is a close relationship between the econonmic
situgtion and the living conditions ofiihe people the catestrophic
situation in industry, sgriculture and/the other fields of the economy
‘resulted in extreme hardships for the population. In many places the
inhghitants lacked nearly everything necessary for life. Very often
there was no drinking water, no gas, no electricity. The basis food-
stuffs were véry short in supply and rationed on a low level while

durable goods were almost not aveilable at all during that time.

Such was the economic situation at the end of World Wear II
from which the people in the eastern part of Germanyrhad to proceed.
To overcome this situation the activists of the first hours had to
face still another problem. Fascism and war had not only desorganized
and destroyed the economy but had brought about also a mental confusion
and moral decay in the minds of the people., To start successfilly on
the road of reconstruction it became.necessery simultaneously to abo
lish the remnants of fascist ideology,the deep despair and discourage—

ment and to lead the people into action,

2o The Overcoming of the Conseguences of World War II and the

Construction of thg_ﬁnti—Fascist Statee.

-Under these above mentioned circumstances it was necessary

to show the people a practical way out of this situation.



It was the Communist Party of Gefﬁany which elaborated a compre-—
-hensive programme to solve the most urgent political and econonic
tasks and for the development of én antimfascist denceratic system.
Here are the main points of this programme published at June, 11,

1945 only one month after the end of World War II.

"l. 'The complete liquidation of the remains of the Hitief re-~
gine and the Hitler party. The complete purging éf all
public offices of acti&e nazis? In addition to the punishment
of the major war criminals who will be tried before courts of
the United Nations the strictest punishmént by German courts
of all those nazis who are guilty of crimes and participation
in Hitler's treason ag;inst the people. The quickest and hardest
measures against all attempts to conbtinue the criminal nazi
activity illegally, against all attenpis to disrupt the estab-

lishment of law and order and a normal life for the peoples

"2, Struggle against hunger, unemployment and homélessness? The
ﬁll—sided active support of the organs of self-administra-
tion iﬁ their.efforts bo ensure a normal life and get pro-
duction going againf The complete unhampered development of
free trade and the initiative of private enterprisc on the
basis of private property. Effective measures for the re-—
construction of dest;oyed schQOls, housing and work places.
Strict economy in administration and ia 211 puﬁlic'éxpenditure:

The reorganization of the tax system in accordance with the

Y
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principle of progressive taxation. Safeguarding the complete
harvest by giving large-scale assistance and manpower to the
peasants. Just distribution of foodstuffs and the most impor-
tant articles of consumptioﬁ; an enefgetic'struggle against

spfedulation.

The establishment of democratic rights.and &iberties for the
people. The raestablishment-qf_the legality of the trade
unions of the workers, salaried emplcyees and officials and
of anti-fascist, democratic parties. The reorganization of
the court system in accordance with the new demccratic forms
of the pecple's life. Eguality of all citizens before the

lew irrespective of race and the strictest punishment of

2ll expressions of racial hatreds The purging of the entire

educational system of fascist and reactionary filthe The
fostering of a truly democratic, progressive and liberal
spirit in all schools and training centres. Systematic en-
lightennent about the bharbuwiouscharacter of the nazi race
'theory', about the mendacity of the 'theory about living space!
about the catastrophic consequences 6f‘the Hikier policy for
the German people. Freedom of scientific research and ar-

tistic arrangement.

The reestablishment of the organs of self-administration on
a democratic basis in the communities, districts and countgfies
as well as of the provincial or land administration and the

relevant representive bodies.
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Protection of the working pecple against the arbitrariness

of the employers and exploitatioq? Free democratic elections
of the enterprise representative bodies of the workers,
Balaried emnployees and officials in all enterprises, offices
and in all authorities? lThe régulation by tariff of wage and
wﬁfking conditions. Public aid measures for the victins Qf
fascistAferrorg for orphdns, invalids and ill Personse

Special protection of mothers.

The exproBriation of all propérty of the nazi bosses and war
criminals, thg trdnsfer of the property iﬁfo the hands of the
people, foxr thé disposition of the commﬁnai ér provircial prgans
of self—admini§%rationg

The 1iquidation§of big landownership, the big cestates of the
Junkers, counts and princes and the transfer of their entire
land as well as the inventory and livestock to the provincial or

land administration for distribution to the peasants who were

ruined by the war and ‘have no possessions

The transfor aof all those enterprises which sdrve vital public
needs (transport, water-,gas and electricity, otc,) and those
enterpriscs which wera .abandoned fy their owners to the drgans
of sclf-administration of the communitics or provinces ox

landss



“93 Peaceful and good neighbourly cocxistence with all other peoplese

A decisive break with t

he policy of aggression and force against

other peoples, the policy of conguest and robberyoe

110. Recognition of the obl

caused to other peoples

jgation to pay reparations for the danmage

by the Hitler aggressions The just

division of the burden arising therefrom among the various

strata of the population in accordance with the principle that

the wealthier bear a heavier burden,“

&)

The national action programme claborated by the Compunist

Party of Germany reflected not only the interests of the working class

but also those of the other classes and strata of the population as

peasantry, intelligentsia and petty bourgeoisics It was not yet a

progyramme to construct socialism but a programme to ally all popu—

lar forces against fascism and imperialism, to combat the chaos caused b, v -

by the imperialist war and to create a genuine democracy suitable to

serve the interests of the working peoplee Everybody honestly intere—

sted in peace and democratic

development could support this programmcs

In fact thcre was 1O other alternaive to this programmc than imperia-—

1isn and fascisme Since the

overwhelming majority of the population, ¢ -

workersyg jntelligentsia, peasants as well as the petty bourgeois had

suffercd from fascist war and was exploitcd by the inperialists they

agreed with the anti—-fascist

and anti-imperialist features of the pro-—

gramme even ifi they had certain roservations against one or another

of its pointse This conforrni.gof the basic interests of the greater

Zi_'15_]Doku.memfoe und Materialien der deutschen Arbeiterbewegung, Reihe III,

Band 1, Dietz Verlag, Ber

1in 1959, Seite 18/19 English Version in

Difficult Years Bear Fruit, Dresden 1971, pps 19-21)s
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part of population formed the objective foundaltion for the ercation

of a broad popular front.

In this popular front the workers'! class achieved the leading

role. This was hisgtorically necessary bectuses

—~ The workers' class is the most determined opponent of capitalist
exploitation and oppression, since this class can become free
only, if the capitalists arc stripped of economic and political

poweér,

—~ The development of‘production (of the productive forces) itself
concentyates the workers elass in large industrial centres and
e¢nterpriscs. -This concentration and'ihe discipline enforced ubon
the workers by.ﬁéﬁefﬂ”ﬁroduction creates —.togethﬁf with the
ccmmon class~intpfe§t foffightithe capitaligts ~ favourable pre—
condiﬁions-tq oxéanize'thevworkgrs‘ élaSS_poli%icallyq

e e workers' tlass gs_tﬁé only class ﬁﬁose original ihterests

go beycend capitalisnm possésées a scientific theory of social
.develépmeﬂt which showé Why and how capitalism has to bé over-
thrown ﬁnd that”sopialism is the only alternative, ‘This theory

. founded by Marx and Engels 2nd based on historical evidence and
logieal conclusions proved to be in line with the course of hi-
storx? It was put to the hardest test, a theory can face, to

the test of practiéal dpplication and it got.énd_sﬁill-gots through

successful I
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But a precondition to carry out this leading role was that
the workers! class had to act in unity and that political and orga-—
nizational divisions inherited from the past had to be overcome.
The underststanding of this social requirement was supported by the
bitter-experiences, the working class had to gather during fascism.
Alveédy during this period unity was developed within the ranks of
the resistance movement and within the concentration camps,r Thus
it wes duite logically that after returning to legality the two workers!
parties, the Communist Party of Germany and the Social Democratic
Party of Germany completed an action agrecment as carly as in June
19453 In the course of the implementation of this action agreement-
the way was paved to overcome the still remaining ideological and
political differences among the members of the two parties and final-
ly to re-unite the two workers' parties in spring 1946,. On 21 st April 1

1946 the Socialist Unity Party of Germany was founded.

The creation of 2 strong united party of the working class-wdé ohe
of the greatest achievements in the history of the labour movement
in Germény, The end of the splitting of the labour movement changed
pover rolafions'of.political forces remarkably in favour of the wor-
king class and its allies. Hence, the unification of the two paftiés
was not only in the intercst of the working class but corresppnded
also to the interests of all other progressive forces of the socicty.
The unity of action of the two workers® parties provided the sound

basis for the unity of the trade unions. Already in June 1945 a



united trade unién organization the "Confederation of the Free
German Trade Unions" was founded as the mass organization of the work-

ing classe

With the organizabion of united action between the workerst
parties and the crecation of a united Free German'Trade_Union Federa-
tion important foundations for fhe hegenony of the working class
were established on the territory of the rresent German&ﬂqmocratic
Republico Beside the workers! phrtiés two éthgr éﬁﬁiwfascist,demOW
cratic parties were founded, the Eﬁristiah‘Demoé¥atic Union and the
Liberal Democratic Party'of‘Gefﬁaﬁy? The Ch}i%tiaﬁ Democratic Union
represents religious circles from difféfent‘ﬁlassgs and strata of the popula
population, Thiﬁ‘parﬁy‘éonfééééé'itséif té péaées friendship with
other peoples andZChfisﬁiaﬁity,”'in its ecénomic programme this party
demanded the nationalization of monopolistic enterprises but at the
same,; time supported the:privatu ownership of the means of production

in small and medium--sized enterprisese

The nembership of the Liberal Democratic Party recruited
i%self mainly out of democratic forces of the middle and petty boﬁrge—
oisie, craftsmen,ltradesmen and intellectuals. This party's political
progrqmmedemanded'the abolition of militarism and fascism and the
development of the democratic rights and liberty éf fﬁe people,

Since both parties united people of various classes and strafa of
the population contradictions among their membéfship arose and‘a

hard inter-party struggle between the progressive and reactionary



forces began immediately after these parties were foundede There
still were forces within these parties who tried to prevent the
democratic transformation and to turn Germany back on the road %o
imperialsimf In this ideological campaign the anti-~fascist democra-—
‘tic forces with assistance of the workers! class, its parties and
organizations gained victory and most of these reactionary party
members were expelled until 1950 and the two parties became firm

allies of the working class.

To ebrengthen ths enti-fascist democratic fropt and to
coordinate political action the Communist Party proposed to form a
bloc of anti-fascist democratic parties in the Soviet Occupation
Zonz., The bloc of the then four parties‘was established in July 1945,
Thus the popular front of &ll progressive forces in the eastern
part of Germany got a unified political. organization within the

frame-work of a multi-party systens,

In summer 1948 two new parties were founded and joined immed= ..1_
iately the antifascist-democPfatic blac, the Democratic Farmers!
Party and the National Democratic Partx, The Democratic Farmers!?
Party represented the interests of the different strata of the pea~
santrys The membership of the National Democratic Party was mainly
formed out of former officers of the fascistarmed forces who had
broken with the past and recognized that the further development of
the German society must be an anti~fascist democratic waye Another
social bhase of this party were craftsmen and lower middle—class

pecples
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The social basis of the anti~fascist democratic bloe was further

more strengthened by means of including the .Confederation of Free
German Trade Unions in 1948 and the Free German Youth Organization

in 1550,

In order to incorporate still broader masses of the population
particularly those.nol orgarnized in‘any'pgrty,.info the process of de—
mocratic development the wiational Front of‘Déﬁocratic Germany" wds
founded at the beginning of 1950? The Natiénal'Front of Denocratic
Germany is a mass nmovenent ﬁhich unites peoplé of various ideologies
and of different social origin. A-cpmprehensive network of committees

rom the National Gouncii on the top down to the ¥illage and town

comnittees was established. Their members were elected in public '

meetings. Nowadays about 300 000 citizens of all strata. of the po-~

pulation are working in their spare time as members of the committees

of the National Front on all levels, The National Front devotes its
activities to the political and ideological education of the people
and to the organization of fhe nass initiative towards the systematic
inprovement of the.economy and the working and living conditions of

the people.

The committees promote the popular initiative in particular
for projects in the residential arecas of the towns and villages which
are of special interest for the betterment of life of the citizens.
In their activities they rely on the manifold ideas and proposals

of the people in their areas The success of thelr work is proved

e



by the completion of many self~help projects throughout the coun-
try which were and are implemented in voluntary unpaid labour by

millions of citizens,

The development of enanti-fascist democratic social systen
denmanded not only the creation of parties and mass organizations
but also the construction of the new democratic sgate powere The
rold fascist state apparatus was completely broken down and what.:
remainéd had to be destroyed in order to prevent the restoration
of the old system. Consequently the state apparatus, the administra-
tion of Justice and of @ublic services had to be_purified from all

representatives of fascism,

The generalized experiences of the revolutionary movements in
particular of the labour movement prove that it is impossible to de-
velop the new social order without removing the representatives of
the overthrown social systen from all posts where they can exercise
power and from all positions whererthey can sabotage the policy of the
progressive férces; This left the progressive forces with the task
to rebuild and to restaff more or less completely the whole stote
apparatus from the top to the botton, The state apparatus, the admi-
nistration of Justice, the security forces, the econonic managenent,
the cducational system and the other fields of social 1life had to be
renewed. This was a tremendous task since the progressive forces
had to take over tasks with which they mere not aquainted and for

which they were not traineds In many cases ordinary workers became
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mayors or managers of large enterprises. Hence the representatives
of the new state power had not only to solve the difficult task to
restore normal life corditions, but sinulbancously they had to learn
how to manage the complicated processes of econonic and social deve-

lopment as representatives of the people's power,

in this time many doubts arose and were nourished by hostile
propaganda. whether such a policy could succeed. But history proves
already in a series of cases that in such a revolutionary social
Bransition the most ‘important quality of the represcntatives of the
new state power is their devotion to the cause of the people, their
political consciousness and their readiness to fight with all their
strenghh for the implementation of}?ivolution&ry aims. History
proves also that the reliance on the old experts and the renuncia
tion to create an own revolutionary state apparatus on all levels is

already the first step back to the restoration of the old political

systen and the loss of the just gained revolutionary achievenents.

Beside the above mentioned difficulties there was still another
problemf The state system to be erecied was without example in " G
German historye. For the first time on Germen soil a state was energ—
ing which was not organized to rule against and to oppress the masses
of the people but to cooperate with them and to serve their intercests.
Success or failure depended to ailarge extent on the capability of
the new state organs to establish a close cooperation with the various

classes and strata of the'pOPulation, On the other hand such a close
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interrelation ship between the population and the state organs was
the best guarantee to maintain and develop the demoeratic character

of the state,

This new type of state asked also for a new type of state
functionary. The type of the -bureasrats working isolated from the
people had to be replaced by . a type of state functionary deveted
to the ains of the working people, responsible and accountable to then
about the fudfilment of these aims and being relieved from his funec—

tion in any case of repcated or severe violation of his duticse

The establishment of the new democratic state power took
place during the period from 1945 to 19%8. In cooperation among all
democratic forces and with active assistance of the Soviet occupation
power the German anti-fascist democratic self-administration organs
were formed beginning in the communities, villages and towns but
as early as July 19 45 count'y, provincial and central adzinisfra—

tions came into being in the Soviet oeccupation zone.

Right from the beginning the organs of self-—administration
were exercising their duties in close cooperation with the broad masses
of the peoples At the cnd of 1945 and early in 1946 communal advisory
councils and comnittees were formed throughout the Soviét occupation
zone. These councils and committces assisted the adninistration in
solving of housing questions, social welfare, work with the youth,

cducation and in many other fieldss In this way the working people



participated alrcady before clective pepresentative bodies were
established in adninistrative work and in controlling the measurecs

adopted by the administration.

After the main forces of the old system Had been deprived of
power and the foundations of a new social order were laid for the
first time in German history it became possible to hold really
frce and democratic clections. In autumn 1946 clections for the
people's representative bodies on comunity, county and provincial

level took placce

The anti-fascist democratic parties went into these elections
with independent lists of candidates and submitted their programmes
to the peoplé, In spite of the effords of reactionary forces, that
had crept into the Christian Denmocratic Pafty and into the Liberal
Denoecratic Party, and of their supporters fron the western zounes,
the elections resulted in an overwhelning victory of the progressive
forces and proved the leuading role which the working class and its
party had achieved in social life. About 50% of all votes were

given to the cundidates of the Socialist Unity Party.

The first ‘peric‘)d bf the work of the organs of the state adni-
nistration was churacterized by iﬁprovisation in order to meet the most
pressing needs of the people in the differentterritories (comauni-
ties, towns etce)s But with the ongoing normalization of social

life it became however possible and necessary to shift to purposefully
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orgenized and plonned activities of the stute organs. The ela-
boration of new municipal codes and of provincial constitubtions
was a great step towards this aim since it fixed the achievements
of the revolutionary transitions legally and laid down the princi-
ples for the work and the future developnent of the new democra-

tic stahe order.

These Tirst constitutional laws confirmed the principle that
all state power ominates from the people, is exercised by the pecple
and has to serve the people. Dut this principle was not only de-
clared as jn many bourgeois constitutions but real cuaranbvees were
provided to put it Into pracvice. The constitutions detemined the
main ways of how to implement the democratic rights und dutics by
neans of electing all representative bodies, by plebiscites about
vital questions of further development, by direct incorporation irn
administrative work and jurisdiction and by the organization of a
comprehensive deuocratic nass control over the work of the people's
represcenbatives and the adninistrative organs with the right to
withdraw the confidence of the electorates even during the period
between the elections if any representative had nis used his power or

railed to fulfil his duties.

The policy of the developnent of the democratic state organs
in the castern part of Germany in thosc years was in accordance with
the Potsdan Agreement of the big powers aimed at the re-unification

of Germany and at the implementation of the anti-fascist democratic
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social transition in the country as a whole. However this was
against the class interests of the western imperialist occupation
powers and their German imperialist partners. Their intention was
to safe and to re-establish German imperialism as a junior partner
of the western countries particularly of the United States of America.
Although the western imperialists tried to weaken Germany as a com-
petitor on the world market they never thought about touching the
social foundations of imperialism in their dccupation ZONE S,

Since they were unable to stop the democratic development in the
eastern part of Germany they begai. to perform a policy of splite-
ting off their occupation zones from the German national unions
There were several steps on this way which finally resulted in the
illegal foundation of the Federal Republic of Germany in September
19%49. Illegal, because in the Potsdan Agreement concluded in
August 1945 even the western powers had comﬁitted themselves to

treat Germany as a political and economie unit.

Under these circumstances there was no longer any hope for
an immediate re-unification as a democratic state. Hence the pro-
gressive forces in the eastern part of Germany had to complete the
state system of their own by the found#tion of the German Democratic .
Republic in Oktober 1949f Although the timing of this foundation was
influenced by the separatist action taken in the w:stern occupation
zones there were nevertheless also the internak.conditions grown up,

which demanded the completion of the state system by means of



creating the central deuocratic stale organse One can't deal with
the cdevelopment of the Yernan Demoeratic Republic without mention-

‘ng the role of the Soviet Union in this process. In accordance

with international agreements between the partners of the anti-Hikier

coalition, in particular with the Possdan hgrecenment the Soviet Union ...

acted as occupation power in the eastern part of Germany. In the

.
Pohsdan Agreement the four Powsrs deelafed the principles of post-
wer policy toward Germangs Already during the negotiations the
Soviet delzgation had to struggle hard to succeed in layipg down
such principles ensuring a stoble anti-Tascist democratic and non-—
imperialist develcpment. During the following pericd the Soviet
pion in cleose cooperation with the Germaan anti-fascists, who had
devoted themsclves bo the some principles before the Potsdan A preement
was consluded, made all efforts to implement step by step the aims of

the Pobsdam 4 rreemenge Thus the policy of the Soviet Union created

en atmospiere where the democratic f

(o]

rces could act freely to bring

about %he fﬁm;cra;ic transition of societys In the caslern part

of Cermany there wore no essential differences between the interests

of the people and the interests of the occupation power. In the

weshtern part of Germany the opposite occurred. Whereas c.g. the

péopla of the wesi~german province of Hesgsen voted mith an cverwhel-

ning majority for %the expropriation of fascists and war criminals
pregented

the United States as occupation power/by foree the implementation

of this will of the people, thus safeguarding the foundation for the

recstablishmnent of imperialisng



The Boviet Union however acted not ohly as an executioner
of the Potsdan Agreement. She also supported the anti-fascist
democratic forces with her vast experience in building and
managing a new social and econoitic order. Furthermore the Soviet . 1
Union assisted the German people in many other fields of - econonic
and social development. The supply with vital means of production
and esongumption, the diminishing of reparations and the reanunciation
of the right to dismantle certain enterprises that was granted in

the Potsdan Agrcenent are just some examples of this active supporte.

The new state power developed in a hard struggle for the ime
plementation of the revolutionary programme first put forward by the
Comrunist Party of Germany in June 1945 and further developed in the
cgarse of time in the programme of the Socialist Unity Party, in
resolutions of the Democratic Bloc, in resolutions of the National
Council of the National Front and in similar decunents. These do-
cuments made quite clear that in order to overcome imperialism and
fasciém completely and forever ene had nct only to remove their
political power but also to destroy their econonic roots. Consequen—
tly the econocmic reconstruction aftef World War II in the eastern
part of Germany was combined with far-reaching social changes in
all spheres and scctors of the economys At least two aspects of
this development should be discussed here, firstly, the democratic
land reform and the socialist development in agriculture and secondly,

the creation and the development of the nationally-owned industry.
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3 EhgnggndﬂRefoqQ_gﬂd the Sccialigt Develorment in Agriculture

In the countryside the estates of the big landowners the
descandznis of the ccntury-old feudal nobility and the largg agrarian
capritelisis were the stronghold of the reactionary and imperialist
forces in Germany. 1p to 1945 they dominated the political and ecomonmic
life in the- villages and rurui arass completely and influonced essen—
tially the policy of the imperialist and fascict German state. The
economic position they occupied is partly indicated by the fact that
in 1945 on the territery of the present German Democratic Reéublic
1.,1% uf the 3gricultﬁral enterprises were in possessicn of 29.7% of
the farming arca whereas the small farms(up td 10 béctareslz 22.8 fed-
dan) which ccunted for 70.0% of all agricultural enterprises cultivated
only i7.0% of the land. But this structure of land distribution does
not reflect the real distribution of the economic and political power
to ils full exitent. The landowners oppresscd and exploited not only
the farm workers but also the small and medium farmers by various means
and in mzny Vays. Through their}?ilaboration with the financial capital
and the cfficigls of the fascist stgta and pariy apparabus they ruled

the rural areas more or less absclutely.

This political and economic power had to be liquidated in
crder to open the road for a democratic development and a better
iife of the people ot the countryside. Consequently one of the sub—
stantial demands of the action progremme of the Communist Party of

Germany was the implementation of the democratic land reform. This
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demand was in conformity with the interests of the majority of the
German people and in particular with the interests of the rural
population. Therefore the people's masses made this demand of the
party to their own aim and began to put it into practice soon after
the liberation from fascism. During July/August 1945 the working
peasants with the assistance of the workers'class took over the
initiative to carry out the land reform, . A real mass movement deve—
loped, farm workers and peasants organized land reform committees and
the land reform law was prepared in a broad deocratic discussion.
&dccording to this land reform law all land owners with estates of
100 ard more hectares (100 hectares = 238 feddans) and in addition

to thet the active fasciéts and war criminals, regardless of the

size of their estates were expropriated without any compensation,

The law applied to alltogether 11 278 landowners with 3 298 850 hec-
tares of land. The greatest part of this land was handed over to~
gether with the livestock and the agricultural equipment té 559 080
farm workers and landless or small farmers. Omitted from the dis—
tribution (ebout 200 000 hectares) were specialized agricultural
enterprises producing seeds or serving as research centers anﬁ éimilar
establishments. They were taken over by the state and beceme the

first nationally-owned farms,

The main results of the democratic lznd reform can be

summarized as follows:



— The creation of new power relsticns in the countrysides
the power of the reacticnary landowners was crushed and the working
peonle came into power.

-- Simultaneously a new soclal structure came into being;
$he land was now in the hends of the people working on it. The
small and medium—sized farms became the deminant factor in the
agrieultural structure and the agricultural policy of the new
emerging state was diracted Luwards thoir strengthening.

- The close cooperation between the workers! class asnd the working
ressants which made the successful compleiion of the democratic
land rerorm possible estoblished a sound foundztion for a stable
allience of wowieis and peasants and thus a sound foundation for

“he further develcpment of the enti-fascist democratic system.

The hesic principle of the labour movement to seek and to
surengthen the political and economic akliance with the working pea-—
sants became and still is a basic principle of the cemocratic statels
policy. Many measures were taken tc support the econcmic consolida—
tion of the working pessants and to stimulate the increase of agri-
cultural produstion in order to meet the most urgent demand of the

population and the national economy for foodstuffs and raw materials

respectively.

Immediately after the war the fascist system of the obliga-

tory delivery of zll agricultural products waes abolished. It wes
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replaced hy a system based on:fixed delivery quotas per hectare for
@ach agricultural produce, differenciated according to the fertility
of the soil, the size and the social position of the farmers. These
quotes were fixed at such a level that in a normal working farm‘a
cortain share of the totalﬁggdgggigﬁegaﬁiggggal of the peasants, The

obligatory deliveries had to be sold to relatively low fixed prices

whereas the surplus could be sold to much higher prices,

By this way the individual interests of the farmers to in-
crease their living staondard and the overslil social interest to improve
the supply with egricultural productes were harmonized end thus the
farmers wecre encouraged to raise their prcductiion. With this systen
the first step was done on the road of a plannzd develormant cf agri--
cultural production under the conditions of an almost completely
pricate basis of production. The amounis of cbligatory delivery
fixed for the various crops and products of srimal husbandry enabled
the state authoritvies to plan the minimum supply which would be avei-
lable for the following year. But with groving productivity and thus
with a growing share of the products aveilable for free sale it became
more and more necessary to include this part of production into plan-—
ning, To this end a deliberate price policy wes introduced and a
state~ownad wholesale organization for agricultural products was
eustablished, Soon after its formation the state-cwned trading organi-
zatipn bought beside the tctgl quantity of the obligatory delivery

also %the greatest part of the products offered by the farmers for free

S'c‘leg
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This merket—dominatiig role of Th2-state—owned wholesale
rganizavicn made it possible 1o gpply a price policy influencing the
structure of production according to the needs of the national eco—
nomy and in conformity with the interests of the working peasantse.
In order to make these free sales qualitatively and quantitaively plan-
able-a ocontrapot asystem batween the farmers and the s‘ta'be;--owned whole—
sale organizations was Ilntroduced, Within these caontracts the farmers
committed themselves to the delivery.of agricultural products during
the followlng plan year. Hence the state suthorities became able to
plan the guantities 0f the various commodities produced for free sale
too. To stimulate the fzrmers to conclude such contracts, incentives
were given in form of favourable prices for the products covered by
contracts as well as in form of additional deliveries of fertilimers,
fodder etc. The applicaticn of this systen spread rather rapidly and
brought aboui another social change in the countryside. The then still
strong remnants of the system of capitalist rural trade with all their
bad effects on the farikers as well as on a just and planned distribu-

tion of agricultural production were overcome.

Aaother measure taken by the democratic steste power to streng—
then the alliance between the workers! class and the working peasantry
consisted in the creation c¢f state-owned Machine—Lending Stations in
1949, Machine stations came into existence already in 1945 within the
course of the democratic land reform. The local land commissions,

after having carried through the land reform, reorganized themselves



the aucheus of
intc committees of mutual farmers! gid and thus became/the comprehen-

sive macs orgénization of the peasents; the Association of Mutual
Farmers! Aid, that was founded in 1947, These dommittees had taken
over part of the agricuitural rachines znd equipment, formerly owned
by the big landowners on behalf of the working peasants. The so crea-
ted stations were run on a2 cooperative basis and hired out the machines
to the farmers. But this stock of machines and equipment wes by far
not sufiicient neither in quality nor in quantity to meet the require-
ments of the growing agricultural production. Therefore it still
happened that small fermers beceme to a certasin degree depzndent fronm
whe stronger and lerger agricultural enterprises becauss they had to
rely on borrowing equipment from theme A&nd this in turn Jjeopardized
the democratization of life in the villages. Thus it became the task
of the democratic state to find a solution for this problem. This

solution was provided by the "Machine-Lending Stations®,

The state took over the machine stations from the Associstion
of Mutual Farmers™ 4id and enlerged snd qualified their technical
basis during the first time exclusively with machines supplied by the
Soviet Union and later on also out of the production of the own develop-
ing industry. Thus it became possible to increass the number of the
urgently needed tractors from 7 180 in 1949 to 18 419 in 1952 and

beside this to provide many other agricultural equipment,
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The state-owned Machine—Lending Stations did not only serve
as a technical basis of agricultural development but had to fulfil
right from the beginning manifold politicsl, eccnomic and cultural
tasks within the process of developing democratic life in the villages
and consclidating the zlliance between the workers! class and the
working peasants. The Machine-Lending Stations beczrme more a2d more
political aud cultural centres of the countryside. Thousénds of in~
dustrial workers joined the Machine-Lendinz Stations thus turning
these statlons into sirong positions of the workers! class in the
villages. They also played an important peirt, when in 1952 a new
stage or davelopment was initiated in the G.D.R.is agriculture, the
stage of soclalist transformation. &s already mentioned, after the
complieting of the land reform, the small and medium—sized farms had
become the donilnant factor in the GaD.R.'s zgricultural structure,
Altkough %hey had developed successfully in the early fifties howaver
it became more and more obvious, that the swmell private faym was no
longzr a basis for a dynamic agricultural development. Nct only; that
the gap between the technologicelly ancd socially fast advancing in-
dustry and agriculture becane wider and wider, ﬁut even within agri-
culturelthe contradiction bobween the growing material productive
forces and the applicable scientific knowledge on the one hand and

the outdated production relsztions on the other hand was nore and

nore hampering progress,

To give only one example: The Machine-~Lending Stations had

acquired a relatively high technological standard and to use their
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aguipasnt vo its ful axtent azked for lerge plots. But the sverage
size of the farms was sbout seven hectarss, split on severel locations.
Hence, there was hardly one single plot of the size of one hectars and
conseguently the more machinery wes modernized, ?he moxre the acreage
of %he privete farms became toocsmall for its efficient utilization snd

the dsvelopment of productivity was retarded.

This was realized by the perty of the workers'! class, but also
by many of the consciously most advanced farmers. The only way out of

the problem was the creation of large agricultural enterprises. There

agriculbture were necessary. rast growth of agricultural produciion

is a condition of proportional d
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foundation, Thus the privately-run

e

griculture began to endanger the planned proportional devslopment.

1]

Furthermore the contradiction between the developnent on private
- L3 On : 3 -
hasis in agriculiure and/a socialist one irn all other fields bhrought

o

many political,; socio-political and ideological problems. The farmers
5till .were privete owners of the means of production. To try t0 meeb
the requiremeunts of production growth on that socio-economic basis
could only mean to develop agriculture along capitalist line. There
were in fact certain tendencies in this direction emerging during tvhis
time. The necessity to stimulate & high producvion output forced even
the sociglist state to strengthen the basis of private relations of

production,
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This developmint on different social foundations was also a
factor which could threaten the sllience between the workers! class,

vhich vwas energically construsiing scecialism end the working peasants

There was only one acceptable way to overcome these contradic—
tions. &griculture had to be put on a socialist foundation too. The
principles of this devalopment were already formulated by. Fe Engels,
who wrote in 1894: ™Our task reletive to the small peasant consists

= -

irst plzce, in effecting a transition of his private enterprise

s

in the
and private possession to cooperstive ones, nct forcibly but by dint
of example and the proffer of socisl assistance for this purpose. And
then of course we shall have ample means of showing to the small pea—
sant prospectiive adventages that must be obvious to him even todaya.
m", .. we shall do everything =2t zll permissible to make his lot more
5eerable, to facilitate his transition to the cooperatiwe should he
decide to do so, and even make it possible for him %o remain on his

smell holding for a protrected length of time to think ihe matter over,

on. 1)

1

should ha still be unsble to bring himself to this decisi

Since then, the validity of these theoretical conclusions had
boen proved in the Soviet Union's agriculturel policy. But neverthe—

less, it was no easy decision for the peasants to break with the

TY ¥, Engels: Die Bauernfrege in Frankreich und Dcutschl-and (The
Peasant Question in France and Germany) in K. Marx/
F. Engels Ausgewahltc Schriften in zwel Banden,
Moskau 1950, Bend 2 S. 407.



century-old traditions of private farming and to unite their forces in
the cooperative movement, There were not only the hesitation and the
doubts of the peasanis born out of their "ownership-ideclogy", buf
there was also the vehement activity of the enemies of socialism, who
saw dwindle another hope 1o restore in the GDR a capitalist sccilety,
and who consequently fought with claws and teevh, with propaganda as
well as with sabotage and arson, to rrevent the socialist transforme—
_tion of =griculiure. Thus it was not surprising thet it was a rather
small vanguard, that took the initiative. in 1951/52 to found the first
sociallst agricultural production cooperatives on German soil. By the
end of 1552 the cooperative sector's share in the agricultural usable
land was still as low as 3.,3%. Although low in number, these first
precticzl exsmples were of uppermost political inportance, 3sinse hoy
fast the cooperative movement would spread eamong ths peasants, depended
to 2 lerge extent on the successful development of these firs:t enter—
prises, They had to demonstrate in practice, that in egriculiure too
the socialist mode of production was superior to private farming end
that this form of socialist cooperation provided the conditions for

the growth of the peasants! living stendard,

To eccomplish this was by far not an easy task, because there
were many obstacles cn this wzy., To begin with, the farmers had no
experience how %o manage a2 large agricultural enterprise., As already
mentioned, the average zize of the private farms was then about seven

hectares, bui the average size of the first Agriculturel Production
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Cooperatives was already well above one hundred hectares, To work on
such a scale required scientific management and Planning and a strong

working discipline. 4ll this had to be learnt by practice.

Furthermore, to utilize the advantages of the larger scale
properly, asked for new agricultural technologies and for the applica-
tion of scientific knoﬁledge in crop and animzl husbandry. The tradi-
tional experiencs held no longer good to achieve the highest poésible
yields. Hence again the pPeasants had to study and to master prectically
many subjects, hitherto quite unknown to thém. And there was finally
the question how to organize the social life-of the cooperative in a
manner that each member has its cleerly defined rights and duties and
czn take part in the decision-making process on an equal footing with

all other members,

Despite strong support, the cooperatives recaived from the
state authorities and the workers! party, it took them some years to
naster this host of diffécult tasks and to become well organized,
efficient socialist enterprises, In 1960 however conditions had matured
and the overwhelming majority of the peasants.joined voluntarily the
cooperatives., Wherees in 1959 their shere was 48%, by the end of 1960,
84 per cent of the agriculturally usable land were cultivated by co-
operatives, and together with the state farms the socialist sector

comprised of more than 90% of the total acreage.
B \ <t
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There are thres types of Agricultural Procduction Cooperstives

organized according to the following principles:

S

The first and probably most important one is the principle of
voluntariness of membership., It was the firm policy of the workers!
purty =nd of the socielist state to bring sbout the socizlist trans—
formation of agriculture not by force but by conviction. Choosing
this policy = which was in accordance with the teaching of marxist—
leninist theory —~ meant on the one hand, that the process would

take a rether lengthy period, znd in fact it took about ten years,
but on the other hend that it would be unreversible since thg peasants

themselves would defend its results with all their strength.

The cooperatives are democratic producers' collectives in which bhe
assenbly of the members is the highest decision-making suthority.
Thermembers! assembly elects the leading organs of the cooperativy,
ice« the chairman, the mahaging comnittee and the various specia—
lized commissions. It decides upon the planned development of the
cooperative, the utilization of the funds and upon all other matters

of principel importance within the framework of the lww.

In zll three types of Agricultural Production Cooperatives the
s01l remeins the individual property of the pessants and is handed
oyer to the cooperative for utilization only, Consequently, the
owner receives e certain amount of rent according to the acreage

in his possession. But care is taken, that the greater part of
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th s distributed on the basis of the individuzl contribu—~
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tion of the mémbef to the cooperativefs work. There is however 2
difference between the three types of coecperatives regarding the
distribution of the consumption funds anong the membership. Where—
as in type I, the lowest type, 40% are distributed on the basis of

-

Msoil-shares™, the upper ceiling in type .ITI is fixed gt 20%.

Work is performed ecollectively according to the cooperativels plan.
All members have the right and the duty to take part in the collec—
tive labour. The minimum working time is regulated by the statute

of the coopera

ive and differs also between the three types. The

socializetion

L]

reason Iox this lies in the fact that the level o
of the neans of production and of labour is different foo. This
differencs in the level of socialization iz the main feature to
distinguish the three typss of Agriculbtural Cooperatives., In tyrpe

I only the argble land is handed over to the cooperative and cul-

(s

ivated collectively, meadows and pastures and the aninmal hushandry

re still run on an individual bhasis,

4]

P

In type three (III), the highest type; crop as well as animal hus—
bendry are performed cooperatively., DBut the statute grants the
right o the members to cultiveate up to 0.5 hectares for personsal
consumption and glso to keep a limited number of livestock,

Typs II; which is of minor practicable importance, is a sort of

trassitional stage for cooperatives on their way from type I to

type ITI, The dominant type is now already type III. Trom the
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6 587 Agricultural Production Cooperstives existing in 1973,

develcping in this direc—

- = |

(]

5 402 ywere of this type and the vrest i

=4

tion, because iyp

J

IL meets besi the regvirements of the scienti-

(0]

fic—technological xevolubion in agriculture,

Buv there ere new cevelopments underway. Although the coopera~

tives grew corsiderably in size and weallth, compered with earlier years,
thay sre neverthelass outrun by the spee? of the technologicel progress.
The average size of the cooperatives in 1973 was about 820 hectares,

but the nachinery zveilable for crop husbandry reguires z much larger
¥ q

acreage.

To epply molern technologies in grain harvesting efficiently
needs for instance 1 200 to 1 500 hectares, in ploughing it ave already
abouy 6 000 and in fertilizing as much as 15 000 to 20 000 hectares.
Similar developments take place in animal husbandry. To mention only
two exenples, in cattle fattening it proved to be zn efficient size
to have 16 00C animals.in one economic unit and in pig fattening the
optimum lies between 25 000 and 100 000, 'This calls for new methods
of cooperstions. A5 an answer to this challenge inter-cooperative ins-
titutions ére foundeds In these institutions several agricultural
production cooperatives join their resources and efforts in order to

reach the above mentioned efficient saales of production.

c*
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ang Development of the Nationelly-Owned Industry

At the end of World War II.the Gernan sconouny as already men—
tioned was coumpletely broken down. Economic life had come t0 2 stand—
still and a great pert of the economic potential was destroyed or se-
verely damaged. Hence, the task of reviving production agaln was very
urgent and extremely difficult. This was not only due to the material
destructions but also due to the fact that in many cases tre cepitalists,
manzzers and leading enphoyees had fled to the western pary of CGeruany
in order 1o avoid punishment for their war and fascist crimes or in
other coses were already iéprisaned; awalting their trisl for the same
reasonr. It was the workers® class which tcok the initistive under the
guidance of its party and with the assistance of the Soviet Occupation

the
Power %o organizeysresunpbion of production, The workers tcok organi—
zetion and management intc their own hands snd thus provedrthat the
workers! cless is capable to rua the economy evaen under the most dif-

&

focult circumstances without capitalists.

This example was of uppermost political importance when the

ct

cempaign for the expropristion of the war and fascist criminals and

the creation of 2 nationally-owned sector was launched., The experignce
of this very early experiment deprived the capitglists and their ideo—

logical followers of the argument that the workers could never be zble

to menage such a sophisticated organism as a modern enterprise. On the

other hand this practical experience did a great deal to develop the

self-consciousness of the workers. Alihough in many enterprises the
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workers had practicelly token pessession of the means of production,
legally nothing was settled. The enterprises still belonged to their

old owners end in soune cases the capltalists even began to resume their
former activities, to orgsnize resistance against tue democratic develop—
ment anC %0 undermine the economic reconstruction in the esstern part

of Germany. To this end some enterprises belonging to large monopoly
groups tried to transfer equipment and research results, technical
know—how and their scientific and menagerisl staff into the western

zones of Germany.

b

n order $0 avoid further subversive actions of this kind and

to pave the way for the final democratic settlement of this issue the
Soviet occupwstion power in accordance with the Potsdam Agreement ordered
the sequestration of all properties of war and fascist criminals in
October 1945. Still this did not mean expropriation, but the owners

of the industrial enterprises lost all rights to dispose in any way of
their property. The administration of this property was handed over
from the Soviet occupation power to the meanwhile established democra-—

tic state organs in the eastern part of Germany.,

Hence the German people had to decide about the final destiny
of the sequestrated property. This decision was brought about by =
plebiscite in the labhd of Saxony in June 1946 and by decision of the
other land and provinciasl administrations in the eastern part of Germzany.
This process which took place agzinst the violent resistance of the

reactionay forces was completed in spring 1948.
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The expropriation laws were directed against all kinds of
fascists and war criminals and consequently various kinds of property
and enterprises of all sizes out of the different branches came under
public ownership. 'This proves that the question of property of the
means of production during this time was not delt with in the sense
of sociglist re olution but in the sense to punish those who were

responsible for fascism and wear,

The socialist revulution expropriates the capitalists i.e, the
capivalists are liquidsted es a class, but the property of crafismen,

the small retall traders end the working peesants who are regarded as

s

povential sliies is not touched. The expropriztion laws of 1946 hov—
ever did not make thls class distinctions. A4ccording to this laws it
was only important wiether somebody was guilty of fascist and war
crimes or not. Thus it happened that on the one hand capitelists who
could prove that they were not involved in fascist activities were

not expropriated but on the other hand many craftsmen, farmers, traders
ete. fell under the conditions of these laws. But all the imperaldst
monopolies were so close interrelated with the fascist state and party
end had got so much profit out of the war, thet none of them could

escape expropristion,

The German organs of self-administration now haé to =zolve the
problem how %0 dispose of the great nuwber of enterprises of different
branches, different specialization and different size. It was guite

obvious thet a reprivaltisation of the large monomolistic enterprises



ey

and the wvital infra-structural utilities would only mezn to restore
imperialism with other individuals al the top. This of course was
not in the interest of the working people and could not be permitted,
Therefere those enterprises had to remain under nztional ownership.
But the sane conclusion could not be drawn with regard to the many
small héndlcraft workshops, retail shops cies Hence, the greater

part of these small enterprises was sold to private people who, of

course, had to prove thet they were not involved in fascist or war

The social structure of the economy changed considerably. This
is most clearly indicated by the industrizl sector. ITn 1948 a total
of 39% of the gross industrial production was supplied by the nationa-
lly-owned enterprises. In the production of raw material their share
was 46.2%, in the metal-working industry 42.6 and in the light industry
37e5%. Besides this 22% of the industrial gross productisn was produced
in enterprises which were in accordance with allied agreements taken

vere

over by the Soviet Union. These enterprises/originally were destinated
o be dismantled for reason of their war production poteniial or as
reparation deliveries to the Soviet Union. The Soviet Union however
left these enterprises in Germany thus preserving the working places
for many ten Hhousands of workers. It goes without saying that the
ectivities of these enterprises were turned to a productiosn programnne
serving peaceful purposes, For some yesrs they were working for the
payment of the reparetions buvt step by step the Soviet Union returned them

to the German people, the last of which in 1953.
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Thus already in 1948 more than 60% of the industrial gross

procduction were produced in socislly—owned enterprises, among them
ital czpacities whereas the private sector consisted

of some hundreds of thousands of small and medium—sized enterprises

reinly in the size group below 100 employees, and handicraft work-—

In 1950 there were for instance 17 534 small and medium—sized

capitalist industrizl enterprises, 3 454 capitalist enterprises in
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pirivets retail treders. A&lthough the greater part of the privaie
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snierprises weas ther smell, still they had a considerable share in
industrial gross production, In the total industrial gross production
this zhare usmounted to approximstely one quaritsr, but in certain bra-

nches_in particulaw in the light industry it was much higher and excee—

ded in several sectors 50%.

The eristence of this relatively important privete capitalist
sector brought about some serious problems for planned development of

whe economy,.

o~ Within this secior the capitalist economic laws were still in
operation, i.e. profit was the driving force of their activities
and expleoitation of the employees was still the means to reeliz
this aim. Hence Zhe basic contradiction between workers and capi-

telicls was not yel solved in this sector.



riving for high profits run contrary to the requiremeuts of

proportional development according to the szims of the plan. Hence
2 ¥

Al

the capitalist sector hecame a potential source of disturbances.

¢~ On the one hand this capitalist sector represented an imporiant

economic potential the fast developmeut of which would have bean
necessary in the interests of economic constructhon, On the other
hand an unlimited cevelopment of the capitalist enterprises could
not be permitted without jeepordizing the results of the revolu—
tionary transition process which had taken place since 1945, Thus
another sourvce for disproportions and for only uncomplete utiliza—

tion of the potential available was crezted.

d- The existence of a large sector of private handicraft still provided

the reservoir from which new capitalist enterprises could emerge.

Under these conditions the economic policy towards the private
sector became of grest significance, The proceeding poinl of this
policy had to bey that ir the process of the anti-fascist democratic
development a firm alliance between the working class and the other
classes and strata of the population had grown up, To naintain and
strenghten this alliance was an essential condition for the further
development of the anti-fascist democratic order, Consequently the
above mentioned contradictions had to be solved within the framework
of this political and economic zlliances To master ihese probleus

the democratic state power had to pursue the following aims:
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To limit and to reduce the degree of exploitation zng by this the
gccumulation of capital on the one side and to easure and enlarge

she 1ghLu of the workers in lhe capitelist enterprises on the other

sida,

b- To nminimize znd as fer as possible to &Fiminate the spontanecus
disturbances on proportional development caused by the private

sector.

c— To utilize as far as possible the potential of the private sector
for the plannad construction cof the national economy.

-

‘¢~ To diminish and as far as possible to prevent the trancsformation

of small handicraft workshops inbo capitslist enterprices,

.\.

Two main guarantees were given Lo achieve these aims, the »xi-

fast

(=

jul

stence and the levelopnent of the nationally--owned sector and the

+

leading role of the working cless in the new democratic state. Besed
on these foundations the uevelormcnu of the privete sector was regula-
ted and more and more incorporasted into plannad developmentq The mein
economnic conditions for this incorporation:;eééaprovided by the facts
that firstly the nationzlly—owned saector was in command of the most
important capacities in the basic.industries but also in the production
of investment goods and that secondly the wholesale trade with the

ans of production and with the greater part of consumes goods as
well as the entire sxternal trade was under its control too. Thus

the private sector developzd within a framework of labour division

with the nationally-~owned sector in which the latter had clearly the
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dominent role. Bui, since the nationally-owned sector was working
according to the plan its business relations with this sector allowed
to influence the development of the private sector already by mszans >f
the normal velations of sellers and buyers. Take 80, the private metal
manufacturing sector, The meballurgy and the metal import trade were
nearly completely nationally-owned, Hence, it is quite obvious that

the development of the private metal manufacturing sector with regard

t0 i1ts rew material supply depenced entirely firom the plan distribution
of the.metelluggicid products. The development of these planful relations

between the nationally—owned sector and the private sector was supported
by the purposeful application of the contract system and the system of

1]

the so-~called Mcontrol indicators" and ?production licenses®,

Within the overall national plan; tergets were fixed not only
for the pubiic'sector but for the privute pari of the economy too,
These targets were founded on the requiremerts of the national econony
on the one side and on the capacity as well as the raw materials and
internddiale goods awailable during the plan period. These indicators
were part of the various production and material balances. From these
balakces the control indicators for the private sector were derived
according to produchs, product groups and the territcrial distribution
of the private production capacities., These contrsl indicators were

the main tool in the bands of the regional and local suthorities to

regulate and to direct the development of the private enterprises,
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TIn order bto coovrdinate the soeial requirsuents (ps reflected
in the conircl indicators) with the initiative of thez private entre—
prensurs the contracty systen and the producticn licences were applicd.
Bither the private owners effered contracts to the potential buyers of
their products or the customers asked for delivery contracts from ths
private procducerso Only if such a preliminary agrecmeni was completed,
the privete enterprise could ask the responsible auﬁhority'for a produc—

tion,licence, The authoriiy concerned (normally the regional state

=

organs or institutions subcrdinated to them) balanced the contract

|

offers agzinst the control indicatolrs and grante

[al)

the production lice-
nses if the proposed production was within the range of the control

(=

her with the production liceases the privete enber—

ct

indicatcrse Toge
prise received the authorization %o buy tha recsssary materials and

intermediote goods zs fer as tliey were undsr central distribubtlen

2/

211 materizls

Hy

(

(which waz during the fipsh years a rather large shere ¢

and intermediate goods).

plication of this procedure contributed essentially to

encure o a large extent that the private sector could prodauce only
o &5

those commodities that met the urgent needs of the populztion and the
netional economy. Simultaneously the linking of the supply with waw
msterianls and intermediste goods to the obligation to produce certain
specificd commodities ellowed 10 guarantee an economical utilization
of scarce materials end intermediate goods becsuse this supply was
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L further =dvantage of this system was the
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opporiunity to control by means of the production licences the growth

of the

(o]
[¢]

apacities in the private sector, i.e. to check capitalist ac-
cumulation. With the growing weight of the nationally-owned sector

the contract sysiem became a very important instrument +o link the
Gevelopment of the private enterprises more snd more with the planned
development of the national economy as a whole, In the course of time
in many cases the relaticns between nationally—owned and private enter—

prises advanced %0 reduztions of stable cooperations,

A

4 further step to develop this cooperztion was the voluntery
incorporation of the private enterprises into the so—called"production
groups® (Erzeugnisgruppen).. The production groups are sssocliations of
all enéerprises producing certain commodities belonging to a certain
conmodity group, Under the guidance of the most advanced enterprise
of the branch (generally a nationeslly-owned enterprise:) the tasks of
the verieus production groups are directed towards the improvement of
the social labour division by means of a rational speciélization in

.

research; production and marketing as well 2s towards the mutual ex—
change of experiences in several fields.,  Beside this, the production
groups proved also to be ‘very efficient with regard to a higher gquality
in balancing (commodity balances) and to the quality of planning as a
whole. The development of different forms of relaticns between the

two sectors had not only economic results but was also essential for
the development of social redations, i.e. it created an atmosphere of

growing confidence and mutual zssistence among the different classcs

and strata of the population.
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The regulation of the development of the private sector was
also implemented by the financial and price policy. There were two
main directions in this policy: firstly to limit capitalist accumule—
tion mairly by means of progressive taxation on profits, and secondly
to stimulate the development of desirable activities of the private

enterprise meinly by means of credits and favourable pricese.

Within the process of incorporation of the private sector into
the planned devclopuent the workers of this sector, particularly their
trade unions, played an inportant role. Nou only that they defended
o their rights in the respective enterprise, they also exzercised an
efficient con%irol that the enirepreneurs ebserved the laws of the demo-

cratic state strictly.

Although this policy towards the.private ssctor allowed to
controiand direcct its development to a large extent this policy did
not effect the foundations of the production relations, i.e. the private
ownership of the means of production. Therefore it could not solve the
contradictions stemming from the capitelist production relations. To
solve these contradiction private proporty had to be overcome itself,
This problem became more and more urgent since after the foundation
of the G.D.R. and the declaration that this state will take the road
to socialismyin 1952 the creation of an advanced socialist economy
became the task of the days. The workers! party as the leading force

of the society had to decide the question how to achleve this aim.,
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Concexrning the handicraft sector tha way was theoretically ela-
borated and practically tested. it wes like in agriculture, the way of

the cooperative movement, i.e. the voluntary union of the craftsmen in

(=8

producer cooperatives., But for the still existing capitalist sector

no such uodel solution existed, Experiences in the otlier countries had
brought about the result that the bourgeoisie was not willing to coope-
rate with the workersiclass and consequently had to be overthrown and
axpropriated by force., In the G.D.R. however anothey constellation of
class forces had developed. Under the conditions of the antifascist—
democratic development a situation hed emerged; that large sections of
the remnants of the bourgeois class were ready to maintain their azlliance
with the workers' class even during the socialist stage of the revolu-
tion if the workers! class was ready to offer them and their Tamilies

a clear psrspective and a secure existence.

The joint work in the National Front and in the anti-fascist
democratic bloc created the prerequisites for jointly solving this pro-
blem too. 4 significant factor, contributing to this solution wes,

that the most progressive entrepreneurs recognized the necessity of

th}

this ch:

p

nge—-over themselves and submitied proposals for {the first steps
intuds direction, The Party of the workers! class, the Soclalist Unity
Party, supported the proposals of the Christian Democratic Union and

of some entrepreneurs and recommonded in 1955 the stste participation

1
4
in private enterpeises. On January 1 1956 the first contracts were
put into effect. This date marks the beginning of a new period in the

Cevelopment of the capitalist sector, Its social character began to
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change. Through the participation of the socialist state in capitalist
enterprises relations of production were creested thgg ware directed to-
wards ths gradual transition from capitalist to saciélist ownership.
Consequentlys although not all contradictions were solved by the state
partnership the essential relations between the working class and the
entrepreneurs were no longer determined by these contradictions but by

the common interests.

The legal form chosen for these enterprises was mainly the 1i-
mited partnership, a form well-known and familiar to the enterpreneurs
from the pasts The conbtracts of partnership vasically corresponded %o
the rules of the Commercizl Code. Normally the hitherte private entre-
preneur wzs charged with the management of the new semi-stale enterprise,

He became the fvlly responsible manager. The zpproval of the state par-—

tner had to be cbtained only for decisions going beyond usuzl business

s

processes an

m

for decisions as specifically agreed in the deed of par—
tnership., This comprehensive responsibility was independent of the

amount of state investment in the interprises. Even in the enterprises
whare the share of the state was 90% and more of the total capital the
private partner was the fully responsible manager, i.e. as a rule the

private party was the one with the unlimited liability and the state

party the one with the limited liebility.

During the first periods of the development of state peartici-
pation the German Investment Bank acted exclusively as state partner.

Again this decision was made because completing a contract with the



bank was a business operation familiar to the enbrepreneurs. However
s00n 1t becsme evident that in many ceses it was awvanbtageous to assign
@ partner to a nationally-ownsd enterprise in

the same or a related field of production. This wes so bacause a na—
rprise could effur much more effective assisience
0 its parﬁners in the further development of produckion, in the

,._-.

i1
duction of modern sociezlist managerial methods and in other fields.

-~

One of the main advantages of the partnership with ths natio-
nally—-cwined enterprises was the fact that these enterprises were in a
position Yo support the semi-stzte enterprises beyond the dubties fixed
in the conmtracts. Such supporti could be given by the exchange of ex—
veriences and occasionally also of qualified personnel, in providing

scientific and technologiczl decumentations and in similar maticrs.

The gains of the semi-siate enterprises were divided according
o the shave of capital invested by the pariies. BReside his shara in
tha. proddi. the manager of the enterprise, laa, normally the former pri-

vate entioprensur received a a*ary for his activities, Since this

selary was considered as labour income, opposite %o capital income, i%
was taxed only with the maximim rate of 20% in aceordance wibh the law

regulating the wage texes on the incoks of workers and zaiary of the
employees. His share in the capital income however was lizble to the
progressive income tux the progression of which went up to 90% for

that part of the gross profit surmounting 250 000 Mark (=L% 40 000),
& & =1 \

Having discussed the legal form 5f state participation wetll
now evaluate the economic and sociel wesults of state parvicipation

an private enbterprises, One precedi

1]

ng point was that the contradic—
tions still in force in the private dnterprises weve Jeopardizing their
further development and incorporation into the planned socialist eco—
nomy. Consaquently the question arises to which exient these contre—

dictions could be overcome by state participation,

There are first the barriers to sccumulation, These barriers

existed in the private enterprises for two reasons: firstly, since the
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private sector consisted mainly of small enterprises, the quantity of
surplus value avallable in tte single enterprise for reproduc~—

endad scale wag rather low,

Besidae this purely zconomic barrier ithere were sscondly the

o—=political Llimivations, i.e. the interest of the

o
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already men
ruling working class o keep the extent and degree of explo
the private sector as low as possible and to prevent a fast expansion

o

of capitalist relations of production.

Both these barriers were abolished to a large exteni when an
cnbterprise took in the socialist state as its pertner. Concerning ac—
cunulation power the semi-state enterprise could now rely on the resour
of the natioral economy =s a whole and concerning the socio—political
limitationg the extension of accumulation and prodvetion of the semi~

state enterprises ment no longer an appropriate exbension 2f exploita—

tione Thus the measures $0 limit exploiitation were no longer a limiting

factor for the developwent of these enterprises. Now the criteria of
b

ces

the development of these enterprises were the reguivements of the national

The elemination of these barriefic tc reproduction on zn extende

scale is

)

n essential factor of the superiority of semi-state over ihe
private enterprises; but by no means the only one. OFf high iumpertance
were the social changes which took place within these enterprises,
After volunbarily accephtirg a state participation the pravious private
entPepranaur became more and more also an agent of the socialist state
cuirusted with safeguarding and developing social property. On %this

point his tasks were in coincidence with the collective interests of

i

L

the working people and ther2fore the workers started to take an zctive

part in the development of the efficiency of the enierprise, its techno—

logical development and in faproving the management, Thaere is evidence

that these factors were not only of $heoretical importence byt that they

resulted in neasureble economic achievements, To illustrate this the

following figures can be given:
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2able 4t DBevelopment of Private and Semi-State Enterprises Frem 1956 te 1970 = Main Indicaters 2]
Tten 1956 1960 1965 1970
Private Semi=State Privaete Semi-State Private Semi-State Private = Seml-Siale
1= Husber of Emterprises 12 278 1k 6 476 & 455 4 256 5 458 3 184 5 632
2« Nuaber of Empleyees 12 233 14 331 173 612 291 116 103 878 341 197 73195 353 033
3= Industrial Gress Preductien i ! ]
5 261 795 163 435 2 656¢ 571 5 178 207 1971 638 8 665 812 2 036 000 14 427 800
(Constant Prices)= In 1000 Mark
&= Share in Hatiemal Industrial ; \
1l.1 03 3.8 745 2,2 9.8 L 1ok 9.9
Gresg Preductien - in % Q
S. Share of Semi-State Enterprises in
Industrial Gress Productien of Semi- = 3.0 = 6.1 = 81.5 = 87,6
State & Priwvate Enterprisesein %
§= Labour Productivity (Oress Preduce 12 764 11 &0h 15 302 17 78% 18 940 25 398 27 816 - 40 B&B
tien per Empleyee)=-im Mark
- in %0956 = 100) 100 100 119.9 156.0 148.7 222,7 218,2 358,3
7= Gress Preductien Per Enterprise
- in Mark 428 554 1 134 965 410218 1162 33 462 283 1 587 727 633 447 2 561 754
- in %(1956a100)

6) Calculated accerding te Statistisches Jabrbuch Der Deutchen Demokratichen Republik 1968 and 1571,



The relations of production were developed further during the first
months of 1972 by paying out the private shares from enterprises
wikh state participation and purchasing private enterprises by the
state, In this way these enterprises were transformed into =ation-
ally--owned enterprises,

Thanks %o th2 long lasting partnership between the working class on
the one hand and the small and middle enfrepreneurs and private
partners of ctate enterprises on the other hand this important
soclo-cconomic step could be done too with the approval of the over—
wkeluing majority of the private partners and entrepreneu=ns, This
is proved hy the fact that a large part of them is pow in leading
positioas eithar in these newly-forued nationally-owned enterprises
or in other functions if Gheir abilibies are there of nore use for
the sociely.

This revolutionary transformation could be completed within a feyw
wontiis time thus increasing the share of fhe navionally-owned enter-
prises in rational industrial grcas production from 83.2%% in 1971

to 99.4% in 1972,

Scne Main Features of the Development of Management and Planning

e r——— e

In the G,DsR.!S Economy

With the creation of nationally-owned sector it became more and

more evident that the economic-organizational Ffunetion had to

!

lay a growing part within the framework of astivities of the new
state organs., But to manage a modern economy needs planning,

This necessity arises with the developuent of labour division on a
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large scale because only with planning it becoumes possible to main;
tain and to develop the necessary interrelations and proportions
among the various sectors and spheres of the econcmy.

With the creaticn of the nztionally—owned sector and the establish~-
meﬁt of the democratic stave organs the opportunity was provided

to introduce a comprehensive economic and social planning in the
interest of the working people.

Although planning is a term widely used in contemporanry economic
and political literature there are many different opinions about
what planning really means, Thus i% seems advisable to describe
the main featuvres of planning as they are understood in the se—~
cialist countries, derived from the experience o0i some decenniums
of scientific and practical work on this field,

Planning is a sceial category.

and the possibility as well as its aims depend entir-
ely on the social mode ¢f production, In the capitalist mode of
production the private ownership if the means of production and

the struggle for maximum profit preveni the successful application

¢f planning on an overall economic scaleT)

o

7) Although there is much talk about indicative or collaborative
national planning in the western countries, practice proves the
tailure of the capitalist system to achieve planned proport-
ional development, This has to be admitted even by western
non-marxist economists as soon as they try to amalyse the deve-
lopment seriously, Examples of this kind are Cheaexy's analy-
sis of the development policy for Southern Italy and its results
(H.B. Chenery, Development Pclicies for Southern Italy, Quarter-
ly Journal of Economics, Volume 76/62, pages 514 — 547) or Kapp's
investigation of social costs (K.W. Kepp, Social Costs of
Business Enterprise, Asia Publishing House, Beabay 1963).



Undexr Socialism the limitations for planning imposed on the seciety
by the capitalist contradictions are liquidated sines bthe inportant
means of production are pubt under the pcoples control and have 1o
serve the peoples interests. They can be managed like one single
enterprise. Thus the requiremenis to plan comprehensively caused

by iabour division on a laige scale can be mel by wie sceialist
society. Elaboration and implementaticu of comprehensive cconomic
and social plans became feasible and necessary and
planning developed tc one of the most important acvivities of the
socialist state.

There are sceveral prepequisites for planning that have to be created
during the process of the revolutionary transition of sceciety:

The economic prerequisite i,e. the social ownership cn the most
important means of production,

The social prereguisite i.e. the alliarce of the workers' class
and the working neasantry, )

The politiecal prerequisite i.e, the state power of the working
peovle,

- The organizatiocnal prerequisite l.e. the existence of an efficiant
apparatus to manage social life on all levels and in all spheres,

The scientific Character of Planning

To nut the plan on a secientific foundation means to observe the

fol%owing principles:

.~ The plan has to proceed from a profound guantitative and qua-
litative analysis of economic and social development, its
laws and tendencies. Hence the analysis has to provide the

answers to the following questionss:
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»» What developed?

.« How did it develop?

os Why did it develop?

Furtheirmore it has to evaluate the stage of development revealed by
the answers to these questlons against the social aims and require--
ments and to give a realistic assessmeni of the resources available
for future development and of their feasible growih. Such an ana-
lysis ik a condition of uppermost importance to establish the plan
on firm grounds.

The plan has to reflect the sosial requirements that are generally
expressed in the economic and social rawﬁ as growing well-being of
the poople, proporiional development of the economy, economy of
time etc, but which are Specific.iﬁ appearance dmring the various
development stages, The main requirement is given by the general
aim of the socialist societly i,e. the ain to satisfy the permanent
develcping material and culiural needs of the peoPie to the highest

possible extent. This aim provides for all decisions of any further

i

maferial and cultural development.,

This aim is a strategic one. The elaboration of any plan therefore
has to be based on ths research into the laws of economic develops
ment and their mode of action. The scicnce dealing with the econo—

mic laws 1s political economy, the subjecth mattcr of which is

defined as followss

-
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R e s : - ; : :
Political cconomy is the sclence of the economic relations among

by
P

people, It explains the Jaws whiech regulate the produclion and

distributicn of material wealth in human society in the different
stages of its development. Political cconcmy is the study of the
bhasis of social evelopmentuS) Therefore political economy is
regaxdaed as one of the most important scientific foundations of
planning.

Consequently no practicable plan is possible withcout a basic kaow—
iedge about the economic laws. And the improvement of ils guality
depends to a large extent from a growiang understanding of these

ws, and proceeding from this their ever better ubilization,

Dut vhe scientific foundations of plauning are not confined to

ts internal and external develeopment coadltions, eccnomic factors

1=

as well as non-sconomic. To give an exemple. the knowledge about
natural recources' andomeni of the counury and about the future
prespects of their vwtilizetion is not provided by peolitical economy,

but it is of course essential when a comprehensive plan has to be

elaborated, Therefore the plan has %o proceed too from the
latest achievemenis of gccial and natural sciences, and considering

their applicability under the prevailing conditions during the

8) P, Nikitin, !Fundamentals of Political Economy' , Foreign
Language Publishing House, Moscow, page 15 >
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plannirg pericd, to selest the most efficient dovelopment variant,
This asks for progncstic work i,e. for research into possible courses
nmert, their prerequisiles and coasequences and their re—
sults with regard to sccial efliciency, and this in turn asks for

teamwork on a large interdisciplinary scale.

Although economy is the backbone of social development cne has
always to keep in mind that economic activities arc only the means
to gain the social aims, i.e. under socialist conditions the ever
growing well being of the people. Consequently comprehensive plann—
ing is nob merely econcmic planning in itz narrow sense but has to
cover many more dimensiowns like culbural development, cducation etc.

Therefore the sc~called social planning (in the sense as distinguis—

9)

hed from econcmic planning) is of growing imporbtance within the

framevork of comprehensive planningec

ez
1 Y
O
ot
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'he plan lhas to take due account of the bhat the economy is an
organic entity and therefcre the devclopmens requires proportional-—
ity. Conscquently a methodology has to be develcped which enables
the plancers to observe the necessary relationships. To this end
balances and normatives have to be applied. Thereifcre *the balance
method bazed on scientific normatives is regarded as tae wost
essential tool in planning as well &s in plan control,

The birdiig force of the plan and the clear-cut responsibility for

its elshoration and imnlementation on all levels of management.

9) For the definition of planning in this sense compare
J. Mihalik, Social Development Flanning, INP Memo No. 1074
Cairo September 1974.
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One of the main conditions fer the successful implementation of
any plan is its binding character as publiec law and derived from
tha’% the responsibility of all people concerned, {=cm ithe central
government down to the lasht village and enterprise to wake all
efforss to fulfil the planned targets., A merely indicative plan

as advised by many wesiern economists can never guarantee the uni-—

14

ied action necessary %o develop a medern economy proportionally
and with the highest possible efficiency., Under capitalist condi-
ticns however such an indicative plan is the highest possible
achievement of overall national planning and thus those tveachings
of hcurgecls econnmists are nothing else than the theoretical ex—
pression of the incapablliity of the capitalist society to bring
atout a really planned developmeni. To accemplish this binding
force of the plan needs -~ beside the general social, economic and
political conditions already mentioned — a whole sat of methedolo-
gical and legal tools and rules,

The fundamental principle on which this entire system is based is
the principle of YDemocratic Centralism™. This principle is direc—
ted ¢ ensure the combination of centrsl planning and managenent
with the ivitiative of the workers, their collectives, the manage—
ment of the sectors; enterprises efc.

The elaboration of the plan takes place in a democratic mass move—
ment which includes the central governmental orga:c as well as the

workers and employees in the sechtors and enterprises.



Since the plan defermines the main directions and prcportions of
‘the social and cconomic development it is a political document of
uppermost. importance or as Lenin called i% "the plan is the second
farty Programme®. Consequently the workers® party feels directly
responsible for the elaboration and implume;tation of the plan

It is the party which submits to the people the main outline of the
short—and long-term plans and which inspires the democratic discuss—
ions throughout the whole country. Proceeding from this main outline
given by the Party the government organizes the elaboration of the
plan, Within this process all the staie and economic management
organs, enterprises and institutions have to elaborate their plan
drafts,

Iin corder to guarantee the proportional development in accordance
with the targets set in the “Parly'!s Directive” the State Planning
Ccmmission prepares the comp;ehensive national balances (e.g, na-—
tional income) and elaborates on that basis the main tasks of the
varicus ministries and allocates the resources accordingly. The
ninistries themselves are responsible to determine the main tasks
for the subordinated organizations, In this way the procedure is
carried through until the “Orientation Figures" for the plan ela-
boration reach the single énterprises and institutions.

In the enterprises and institutions the detailed plan drafts are
elaborated. This is one of the most important stages within the
whole planning procedure because on this level the broadest par-
vicipation of the working people takes place. The creative acti-

vities of the masses in many cases result in higher plan targets
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as comparced with the orientation figures of the Superior management
organs. These plan proposals form the basis of thé coordinated
overall plan which a££er it is adopted by the supreme state organs .
becones the obligatgry dircective rule for the activitices of all
enterprises, organizations and ministries,

This planning précedure cnsuras that the plan is not only the work
of same offiecials and speciclists but that the massos of tha poople
take part in its elaboratian and therefore the plan is really a
pcopleSplan reflecting the ideas and interests of the passes,

At the same time this Procedure is of great importance as a mobiliz—
ing factor since the workers and faraers who have taken part in the
elaboration of the plans feel thensclves also responsible for the
rcalization of their particular sharc, Thus claboration and inple-
nentation of the plans are organically linked, and as a rule, to= ., 1
gether with the plan targets the ways how Yo implement then are ;.
worked out.

In order to ensure that the plan targets are fulfilled in quantity,
quality and in time a comprehensive systewm of plan control is
organizeds The plan control system has the tasks to provide up—to-—
date information about the implementation of the plan, to rccognize
and signal any disturbances in order to emable the authorities
concerned to introduce the measurcs Recessary cithor to ensure the
fulfilment of the plan targets or to bropose ghanges if this is

required by unforscen developuents,



Pler conirol is excrcised by diffirent organizations and in many

forms, -

The nmost importent forms of this control ares

— The statistical follow-up of the plan, For mosi of the important
plan targets monthly or quarterly reports are ¢laborated and con-—
prehensive reports about the implemcntation of the plan arc sub-—
mitted to the public by the State Central Administration for
ctatistics cvery six months.

— Efficiency control is cxerciscd by the banks the financial instit—
utions and the price orgdnsc There function is to control the
planncd developument of the roproduction process by mcans of cont-
rolling the Tormalion and utiliration of the moncy founds.

Bezidas this pricc conirel has to guaraatec the rainbenance of
the pricce stability,

— Phe rapport systom within the hicwerchy of nanagement and inspec—
tions on the spot by the higher authoritics.

— The control by the working pcoplc. Here cne has at lcast to mention
the accountability of the managenment to the workers and their
crganizations, the control organs of the trade unions end the
youth organization and the contxol funcitions exerciscd by the
workers! and peasants! inspection and the elccted people's
represeatations on ali levels of the state power. -

The maizn featurcs of comprchensive planning as described ahove

are the features of a fully dcvéloPCd systen of planning.

This. was of coursc not cxisting right from the beginning in

the Go D, Ro !'& cconomy but grew step by stcp over a rather long

-~
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period, During the first siages which lasted appreximately up to
ke middle of 1948 the most important prercquisites for planning

nd ranagenent had been created. In previous chapters we discusscd

jul

already the developuent of the political unity of the working

people under the leadership of the workers' class and its party,

;he expropriation of the war and nazi criminals and the creation

of the nationally—owncd scetor and the democratic land rcform as
wall as sone aspects of the now state systems This development
provided the cconcnic and social preconditions of planning, But

1 ~

o an adoquate ccononmlic organiza~

P

in order 1o malkc proper usc of

ticnal set-up had to be cstablished,

“he first stens on hhis way werxe the production and supply -orders
given by the Scviet Military Administration. The ains of Ghese
arders were to presume production and Yo cansurc just distribubicn
of +he scarce consumer geods. Based.on thesc productior and supply
orders quarterly plans and simple demand—supply balances were

elahorated. Thus right from the beginning the balance metvhod wa

m

introduced in the planning practice. These first steps, however,
tcok place in local and provincial levels only, &ven the ration-
ally~cwned industries were not yet under central nanagement, but
were administered by the local and provincial organs,

41though this was the only possible way to rostore in a short
perind cconomic life it proved scon that this was notv sufficicent
fer a plannced develcpnent of the national econony as a wholo,

The provincial governments lacked the insight and the power to

coordinatc ccononic development on a national scale and in sonc
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casss oven teadencics arose to pursue egoistic provincizl interecsts,

In order to overcomc this contradiction between the necessitices of

jui)

proporvional doveiopment of the national ccononly and the too far
reaching decentralization of nanagement the German Econonic Coumi-
Sssion was created in 1947, In the middle of 1948 after a2 certain
preparatory period this commission took over the legislative and
2dninistirative responsibility for economic construction in tha
then Soviet occupation zonc.

Cne of the first measures of the German Econonic Comnmission after
1t had taken over its responsibilitics was to reorganize the nana—
gewent of the nationally-owned scctor. The cconouic nost important
enterprises were combined according to sechors and sub~scctors in
centrally managed associations of nationally—-owned enterprises,
dircctly subordinated to the German Economic Counission, Thus a
nmanagenent syston was created which provided thg basis for a strong
and coerdinated plannecd dovelopment on national level,

The introduction of couprchensive planning neceded s%ill another
“conditions As a result of the fasecist war there was a tremendous
c¢xcess of money., Despite the fact that the production was far
below the pro-war period the circulation of bank notes had in-
creasced to ths ﬁenféld during the war time, Although ncasures
immcdiately taken by the Sovioct ccecupation power and the German
organs of sclf-administration prevented the worst such hypotrop—
hized moncy circulation could of course not provide fhe basis for
a sound planning of cconomic develogpncnt, Conscquently, a
currcncy rceform had to be carricd through, Originally in accord—

ance with the Potsdaw Agreoment the currcncy reform was supposed



to be en all German measureo But the occupation powers in the western
parts ofl Cermany bioke this agieement and a separate currency reform
was Juplemented in the western dccupation zones. Thus the unifornm
German currency was destroyed and the democratic forces in cooporation

with the Soviet Militery Administration had to accomplish an own refornm.

In this reform money circulation was brought down to approxi-.
nately one tenth of its hitherto volume,'thus bringing purchasing power
and available supply roughly into accord. BRut - contrary 1o the currency
reform performed in the wasiern zones — great cere was taken to avoid

~

sociel hardships for the worki. 1g people as far as poscible,

raform reestabliched thae function of money =35 the
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measuransas of valuse ond leid the. foundation for the since then stable

currency of the G.D,R,, thus creating an important condition for the

al plonning, for the utitlizetion of

l‘“

combilietion of material and financ:
money ilucenitives on different levels to stimuiate econonic development

and for the contrdl of plan inplementation by means of %he Tinancial
instituticas, the bank system and the price organs, Simulteneously

2Corm struck a heavy blow ageinst the black market P O--
fiteers, in fzct expropriated the wealth they had ecquired illegally,

and - tcgether with the foundation of the nstis ally-owned retail

trade ovganization “Free~5hops“ — finished the black market within g

few months! time. hi was B rather Important side-effect of the currency
refommy slace this ment that a strong disorganizing factor in the sphere

of cornodiity distribution was liquidated.,
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Thus up to 1948 the conditions were creaved to introduce a new
quality in plenning. The most outstanding features in %he development
of planning and management during the following periocd were the growing
time horizon and conpreheunsiveness of the plan as well as the creation’
of ths meny-sided systen of planning and n gement %ools, héchniques

and ovganizstilons. The quarterly planz of the early years and the Half-

[‘1

year=Fien in 1948 were confined to the planning of production and its

distribution in material terms only.

Although tiis only quantitetive planning of output and distri-
bution was a necessary step, it could not meet the growing requireunents
under the point of view of a long-term policy for the reconstruction

and the further proportional development of the econony,

To implement a long—term economic policy made it necessery %o

1

take in%o consideration the entire couplexity of the socizl reproduc-

tion process e.g. to include such importent besic issuss in planning as

~ the planning of the growth of nationesl income and its distribution
into the main funds for accumulation and iadividual and social con-—

1C)

sumpticng

~ Trke development of the various sectors of the national economy i.e.

+he planning of the resources sllocated to bring =zbout this
L (=)

I tribution of national income bejween consump—
-".anion ie.ce The Q&uiSiDn gbout the relationship
chween the immediate and the future growth of livirng standard

key decision of any comprchensive plan.s Many of the other
proportions; the development of the economic sinructure accor—
z to sectors and even the growlh rate of the nationel incone
itself are Cepending on a large extent from this decision,
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investmenis, labour forece. raw naterials and seni-—-
1] 4

cts, finenciel nmeans and other development conditions

-
i

plenning of the material snd financisl results of this

ent for the national econony as a whole.

- The intcrreletionship between the sectors, i.e., for instance the
planning of the proportions between the procduction of the neans of
production and consuner goods, the proportions between the raw material
sectors and the_manufacturingAsactnrs, the proportions between the
purchasing power of the population and the supply of consumer goods

and services, the impact of international labour cdivision in rartic—

lar auong the socialist countries on the national econony.

al distribution of the productive forces including the

systonm of setllements and the protection and improvement of environ-
LEeIts
Those tosks could not be solved within the framework of short-

tern plens. Henze, first a two-year-plan for 1949/1950 was elaborated

and beginuing with 1951 comprehensive f

.

Ve—-yeor—planning has been intro-
cduced. Whureas the &-Year—Plan still was nainly concerncd with the task
0 regein the eccnonic leval of the pre~ver—-lime, in the first two Five—

he targels were set to overcome the structural disproportions

caused by capitelism and by the division of Germany —~ and to reconstruct

3.

the economy according to socialist requirements, This letter task became

peessible and necessary since during this time the revolutionary transition

%5 soclalist stages Thc establishment of the GDR in
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1949 under the firwsleadérship of the.working olasc.and

the successful Jevelorment of the ngtionally--owned sector, the icdeo-

pr

ts all

tde

0

es and many other

Fe

logical evolufion of tre working class an
social changes had created the conditons for this new guality of social
daevelopments, To implenent these tavgets laid down in the plans the

following main tasks had to be solved:

~. Loneantretion of resources to zchieve a fast development of such
besic industries as wetallurgy, power and fuel industry, chenical
(]

industry, metalworking industry wnd building industry as a founde—

tion of further development,.

w Imnprovemsnt of the organization of social lebour by mcans of con-

cantration, specializotion, co-operation and combination in order

~ Preferentiel trestment of hitherio backward regions thus accelero—
ting their development and nerrowing the gap between them end the
advanced areas in order 2 bring sbout a more even lavel of living

standard and to retionalize the spatial distribution of productive

3

These rather snbitious tasks which gined at the achievenent
of the victory of socialist relations of production in all sectors of

the national cconomy were succe

m

sfully eccomplished during thés ten—
year period., The following cdata may serve t0 illustrate just some

aspecis of this developnent.



Table 53 Index of Industrial Gross Peoduction According to Industrial
i e )
P 3 e e v A tdl)
Sectors and Preducts 1936, 1955, 1960 (1950 = 10G3~
Sector/Product 1956 35551955

1- Indestrial Gross Firoduction 10) 195
2- Power and Fuel Indusir; i) Lo
o af whigh Electr Energy 72 147
o Lignite pressed Coal 62 135

LR
ad
-4
O
£

3= Ghenmical Industry

i
L4

M
el
(Ce]
=J

o 0T which Sulphuric Acid

o Phosphate Fertilizer 130 342
4=  Metallurgical Industry 167 244
o Of wkhich Raw Steel 5 2zl
2 Polled Steel 0L 241
5~ Building Matsrial Industry 132 177
» 0Ff wiich Cemeni: 199 210
o ﬁef?d?"cil uggin??riﬂr and Jel ;icgl s
AphIgcle Congerugtion : s
o O which igricuitural Mafhines O 25
Tractors 8] 153
Pagsenger Cais G Sl
7~ XEloctrieal Engin,Blestronics, ‘ 208
Precision lnginesecing = s
o 0f which High % Zow Voltage
Switzh Gears & Acces-
series 6 15k
S 1402 D 1j
o RCLL;J.'._\S LE0 Vot o}
& Iight Indusiry without Textiles Sl 155
s of which WLieather Shaoeg 293 222
. Paner =039 <32
9~ Textilez 10~ 177
o of which Fabrics 110 LA
10~ Fouds tuffs ’..?8 216
., ©0f which Meai 2roducts g 4108
A Butter 120 202
i — Flong Loz 109
i1y

Cedeulated according to Siabistisches Jdehrhuch der Deuischen

tischen Republik 1974,
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Table €63 Share of the Soclelist Enterprisss in Social Gross Production
. PR 1 - "= % P iy (12)
According to Sectors 1550 and 1960 in Per Cent.

Sactor 1950 1960
1- Industry end Crafis (without Crafts
70.7- 84.5
in Building and Personal Services)
2~ Building and Construction (including
31 6 ‘?8.0
Building Crafts)
3- agriculture and ¥orestry IS 80.1
4 Trensport, Post and Commuricetions 855 G2.6
5—‘ T.’L‘a:l(—': 3 62.1 8616
€— Other Productive Sectors 88,1 92,7

The tables show, that, due to the tremendous ¢fforts of the
working people, the most important structural wesknesses had been
overcome and that the socizlist sector wes dominant in 211 impor—

tant spheres of the economy. Hence one of the main tasks of the

=

onal periocd from capitelism to socielism was solved and

Fie

transit

the transition period more or 1less finished. In the early

——

(12) Statistisches Jahrbuch der Deutschen Demokratischen Republik

1968,
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sixties the socialist society began to develop on its own foundations,
The classical question "who — whom" was decided in faveur »f the

working class. The final step in this direction was taken when in

1961, at the 13th cf fugust the up to then open borders to West Berlin
were closed, thus preventing the western imperialists from open influence.
into the development of the G.D.R. Thus a new phase in the evolution

of socialism in the G.D.R, started.

Although the socialist relations of production had been

vl

stablished this was no* sufficient to complete the building of

.

ocialiegm, because socialism means more even in the economic sphere.
ssks
Socialism/fur a high level in the develommeni cf productive ferces and

14}

a high efficiency in their utilization. To achieve this, became the

main task duping the following time.

Socialism had now to prove that it was able to gair a higher le—
vel of social efficiency than capitalism and that it was able to master
tlhe selentific—-technological revolution in a human way, i.e. for the
benefit of the entire people, Hence a new phase in the sscialist
reconstruction of the economy had to be introduced during which special
emphasis had to be laid cn the development of labour productivity in
general and on the development of those particular industries that %ecame
more and more decisive for economic and social progress. Therefore top

priority had *to be given to the fast development of petrol-chemical



e

industires, electrical engineering and electronics, machine building

and similar branches in order io adapt the G.D.R,'s.ecoqomy to the
requirements of the scientific-technological revolutioné Furthermore
scientific research had to be cumbined more closely with production

ard the purposeful application of science and its'findings in all fields

became of uppermost importance.

On this way the fcllowing two Five~Year-Plans brought the

GsDaR, @ large step aliiead, To illustrate this, again some figures:
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Table 7: Output Index of some sclécted commodities in 1970

(1960 = 100) 13)

1—- Tuel 0Oil 1173
2~ Caprolactam 373
3~ Plastics and Synthetic Resins HEe
4— Synthetic Fibres : 610
5= Machines and Equipment for Chemical ) 208
Industry
6~ Agricultural Machines 256
7—= Constructional Elements for Electironics 679
8- Appliances for Regulation and Control 592
9~ Machines and Eguipment for Data Processing
and Office Machinery 650
10~ Laboratory Ecuipment 244

How far the preduction process was medernized and intensified during
this 10-year' period is indicated by the development of fixed assets
per employee.

Table 8: Fixed Assets Index per Employee According to Productive
Sectors 1970
(1960 = 100) 14)

1—~ Industry ° L7

ef which 5 Power and Fuel Industry 205
‘s Chemical Indusiry 174
s Metallurgical Industry 177
» Building Materials Industry 187
. Water Supply 143
+ Mechanical Engineering and Vehicles Construc-
“wtion 162
o Blectrical Engineering,Blectronics Precision
* Engineering ' 181
s Light Industry (exel.Textiles) . 175
» Textile Industry 173
» Foodstuffg Industry 150
2— Productive Crafts (excl.BuildingGraftéﬁ 162

13) Calculated according to Statistisches Jahrbuch der Deut schen
Demokratischen Republik 1974,
14) See Footnote Mo, 13.
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Cont, Table 8:

3~ Building and Construction 224
4~ Agriculture and Forestry 237
5- Transport, Post and Communications 139
6— Internal Trade 169
7— Other Productive Sectors 192
8- - Grand Total of all Productive Sectors 175

In order tn evaluate the development of fixed a ssets properly
it should be mentioned that between 1950 and 1960 the fixed assets per

employes in all productive sectors increased to 126% only. Whereas
this growth amounted to 175% during the pefiod from 1961 to 1970. As
a2 result of this modernization and of other factors the industrial
labour productivity rose to 179% and in_the building industry even to

197%.

From the very beginning of her existence the G.D.R. has always
maintained a close cooperation with the Soviet Union and the other
friendly socialist countries and mépy of her successes are unthinkable
without the brotherly assistance of the Soviet Union, The organiza-—

tional framework of economic cooperation was already sét 1949 with the
foundation of the Council of Mutual Economic Assistence (CMEA). The
G.D.R. applied immediately after her foundation Sor membership and

became a member in 1950,

With the CMEA 2 new type of international economic organization

came into being. It is a new type because it is a socialist organization,
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based on the sccialist relations of prcduction, on the uniform politigal
character of the member states as $tates of the working people, on the
common ideclogy, the scientific soclalism, and on proletarian

internationalism,

Right from the beginning the work of the CHMEA had the aims
to contribute, by means of cooperation and unification of the efforts
of the member countries, to the

-~ Planned development of the national economies,

e

—~ accelervation of economic and technological progress,

s

-~ equaliization of the economic development level of the member
countries,
—~ permanent increase of labour productivity,

~ continuous improvement of the wellbeing of the peoples.

The mewber countries of the CME4 developed successfully along
this line and became the most dynamic economic region in the world.
&4t the end of the sixties it becake however obvious that 2 new stage
in their cooperation had to be initiated. The development of the
socialist system as a whbleﬁﬁell as in each of the member countries had
created the conditions and the process of scientific-technological
revolution made it imperatively necessary to widen the scope of coopera-—
tion and to deepen the economic reiations of the CMEA counﬁriés. To
meet these requirements the Council adopted 1971 the Miggregate Pfogramme

about the further Deepening and Improvement of Cooperation and the
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Development of the Socialist Integration of the Member Countries of

En§ cuEan,

This programme is intended for a period of 15 - 20 years., To
develop cooperation over such a period means of course that planning
is of upper-most importance and consequently much emphasis is laid on
the improvement of cooperation in planning. The member countries have
agreed to elaborate uniform prognoses and plans for the development of
the most important sectors of the economy and science as for instance
power and fuel industry, metallurgy, chamical industry, nuclear resear—
ch and some other industrial sectors and scientific spheres. In more
or less all other fields the elaboration of the national long~term
plang is performed in close cooperation. Beside this there is the
coordination of the comprehensive medium and shert term plans on which
the agreements cuncerning the mutual delivery of commodities and

services are based,

Although coordination of plans is a principal method of coope—
ration and planning there are many other problems where close contacts
are developed as e;go permanent mutual information about the implementa~
tion of the plans or consultations concerning the development of
planning methodology with the aim to adapt the national methodologies
as much as possible to each other. But plann;ng is only the first step
to ensure socialist economic integration, i;e; of organized labour

division among the member countries by means of specialization and



cooperation. The most efficient solutions, most efficient for the
individual member couniry as well as for the whole socialist community
ask in many cases for the concentration of efforts and resources of
several or all member countries, Only than it becomes possible to meet
the requirements of the scientific-technological revolution, Hence,
manifold measurez are applied to bring about this concentration. Beside
such old established forms as mutual credits and trade agreements new
ways came into being in recent times, There are e.g; the construction
of joint industrial enterprises, scientific instituteg, trade organiza-
tions and also the exchange of labour force in order to “ransmit
experiences and in crder to use the available capacities to their full
xtent in countries where there is a labour shortage, Many examples
could be mentioned to show ihat these new ways of cooperation are

te
already practically applied and that they will,of growin

0

importance
during the years to come. This development 1s also of growing impact

on the internal economic structure of the GDR.

4s a member of the socizalist community the GDR sharss all the
advantages created by this fraternal cooperation. To mention just sone
examples there are:
- Some years ago the GDR's mechanical engineering industiry still had
to deal with a very broad assortment, in fact 80% of the basic types
that were produced in the .world were also produced in the GDR. This

meant, of course, that the scales of production in many cases were
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rather low and even large

factories in many reéspects had to work more or less handicraftlike for

reason of small seriess In the process of mutuzl economic socialist

integration the situation changed considerably. Thanks to the GDR's

specialization on certain types the assortment could be cut down, thec

output per type increased and economies of scale appeared TeSﬁiting in

a much higher efficiency than before,

4s already mentioned, the GDﬁ s a poer country with regard to
natural resources, But this scafcity is no longer a brzke for
economic growth siiice integration allows to rely on the rich deposits
of natural wealth available in particular in the Soviet Union, but
also in some other socialist countries (e;go bauxite in Hungary,"
margansseore in Bulgaria) that can be opened up with united efforts,
It is in particular in that field that the GDF ‘takes part in joint
investment activities as for instance in the setting-up of the giant
cellulo;e complex of Ust—Ilim based on the large forests in Eastern
Sibiria,

The efficiency of investment‘is considerébly influenced by their
gestation period. Econonmic integration provides also for the
shortening of this period. There are the already mentioned joint
investment activities, leading to the accéleration of construction
by means of pooling resources. Another way is exercised in coopera-
tion between GDP and CSSR. Both countries have a large demand for

plastics and therefore this branch of chemical industry has to be



“ 79 v

developed fast in both countries.

To speed up the development an agreement was concluded to coor—
dinate the construction of the respective capacities in such a
manner, that one country begins with the construction of the equip-
-ment for the first productive stage and the other concentrates its
efforts on stage. II. Hence, after the completion of only one stage
in each country the capacities can be put into operation as a
complex and thus production starts long before it would have started

without this ccordination.

Many more examples could be added to illustrate the advantages
of the socialist economic integration and its impact on the development
of the economic structure and it goes without saying that this requires
a thorough considcration in the plans. Therefore, beginning with 1974
a new part appeared in the comprehensive plans, the plan of interna-
tional integration, as a tool to coordinate on the national level
the G.D.R.fs share in socialist economic integration and to ensure its

implementation g

6. The Democratic Centralism-the Basic Principle of Management and

Planning in the Socialist Society

Brought into a very concise formula democratic centralism means
the inseparable unity between democracy and centralism aiming at the

combination of the planning and managenent of the overall social interests

e m—
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with the initiative of the workers, their collectives and the manage-

ments of the regions, sectors, enterprises and othgr organizations and

institutions, In detail this means:

—~ ‘the election of legislate state organs on central, regional and
local levels and the accountability of the elected representatives
to their electorate about the fulfilment of their tasks and the
opportunity to remove any representative or responsible leader from
office in case of neglection of his duties,

—~ Planning and management of all matters of common social importance
by the central state and party organs,

~, The comprehensive incorporation of the masses of the peoéle into
the execution“of the state's power cn all levels.

— 4 clear-cut definition of the rights and duties of the various
levels and institutions of government and economic menagement and

a proper organization of their cooperation.

Thus the implementation of democratic eentralism guarantees
the unity of action of all state organs in clese cooperation with the
working people, their collectives and social organizations under the
guildance of the workers! ﬁérty.

The development of management and planning in the G.D.R. ié
characterized by the striving for a more and more perfect application

of the principle of the democratic centralism. There are several main
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tendencies of this developmentl:

Ol

The first task during the early years was to establish the state
organs from the local to the central level as the state organs of
the workingcclass and its allies., The early stages of this
development were already discussed in-a previous chapté£ but with
the transformation of social and economic conditions orgagizétion

and working methods of the state have to be developed too.

One very important mecasure in this direction was the so-
called administrative reform in 1952, which brought the territorial
adninistrative division of the country into accord with the requi-
rements of the new social system. This became necessary because

he territorial administrative set—up in power until this tige was

‘

based on the boundaries that criginated in feudalistic times.

Consequently it didn't reflect the territorial cconomic
structure and it was quite unsuitable to serve the development of
socialist demccracy. Therefore the five then existent provinces
werc replaced by 15 districts and the number of ccunties was more
than doubled. Thus the opportunities to incorporate mcre people
into state activities increased by allarge extent and the officials
of the state apparatus came into cioser contaet with the people.
Furthermore the administrative reform brought the economic and the

administrative structure in to better harmony thus creating improved
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conditions to entrust the regional and local authorities with the

increased responsibility for the pelitical, economic and svltural

development within their territories.

Although this reform was one of the most outstanding steps in

the process to qualify the state's organization it was of course not

the last one. Since economic and social condition are always develop-

ing and therefore the adaption of the organization and the mode of

operation of social and economic management became necesserily a

continuous process.

b~

Another main tendency in the implementation of the principle of
democratic centralism was and still is the strengthening of the
rights and of the responsibilities of the enterprises and of the
assoclaticns of nationally-owned enterprises.

During the early years these rigths had to be very limited since
the extreme scarcity of resources and also the lack of qualified
management personnel made a strong centralization of all economic
decisions necessary. But this had the disadvantage, that the
workers had only few chances to participate in the systematic
development of planning and management of the enterprises. The fast
development of the national economy soon created conditions which
made it possible and necessary to change the style of management by

way of increasing the responsibility of the enterprises for their
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further development, The fundamental step in this direction was the
introducéion of the cost-accounting system in 1951. Gradually this
system became one of the most important metho@s to guaréntee unified
action on all levels of the economy and to mobilize all resources for
the elaboration of scientific planned targets and their implementation,
i.es 1o combine central planning and management with the responsi-
bility of the enterprises for planning and management within their
range of activities., Based on the planned utilization of the ¥alue
categeries as costs, profits, prices etc. The cost accounting system
forces the enterprises to observe the economic principle to achieve
the highest pcssible_results in plan iumplementation with the lowest

possible expenses, i,e, with the highest efficiency.

The cost accounting system

— provides the information about the efficiency of the utilization
of funds necessary to achieve the plan targets. This is done by
means of nermatives fixing the rate of profit, the rate of cost
decrease, the rate of centralized net income (share of profit which

has to be delivered to the state) and similar indicators.,

Thus, even without planning all details on the contral level, the
contral planning organs make sure that the enterprises elaborate
their plans ac€ording to the required efficiency standards.

— stinulates the efficient utilization of the funds available by means



o of awarding the collectives and workers with premiums and other
financial and material advantages for fulfilment and everfulfilment
of the plan tﬁrgetso Thus the individual and collective initia-
tives to improve the economic performance of the enterprise is
wakened and by means of a purposeful utilization of the wvarious
types of incentives (es.gs premiums for proposals improving the
efficiency of the production, benuses for the economization of the
raw material consumption or premiums for the fulfilment of plan
targets prior to the set deadlines) directed towards the accomplish—
ment of the everall social interests.

—~ enables the management and the workers of the enterprises as well
as the higher authorities to follow-up and control the realization
of the plan targets acéording to quality, quantity and time by means

of book-keeping and statistical analysis.

Such economic categeries as prices, profits, costs etc. and
their consideration in management were of course not new for the enter—
prises and book-keeping was well-known since capitalist times. But
quite new was the incorporation of these categories into the overall
planning procedure and into the plan itself, thus combining material
and value indicators inseperabely and turning the position of the value
indicators, in ‘particular of the profit, from an a2im for their own sake
into instruments to stimulate and meazsure the achievements of the primary

aim of planning: the satisfaction of the material and cultural needs
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of the people., New was also that the value categories were direcily
utilized to support the over growiﬁg harmonization of social, collec-
tive and individual interests which is proved in the more and more
active participation of the working people in elaberation, implementa-

tion and control of the plan,

c- In the implementation of democratic centralism the Trade Unions
agquired an ever growine importance. The trade unions as the largest
class orpanization of the workers' class fepresent the peoples in-—
terests. ~ They have essential functions of the comprehensive incor-
poration of the masses of the pecple in exerqising power, Their
main field of activities are the enterprises; Therefore they sot
great fesponsibility to stimulate and to ormanize the creative
initiative of the worke;s and employees. The main ways in which

the workers develop their creative initiatives are the socialist

emulation and the innovators movement.

Every year millions of morkerg conclude their emulation
programmes after thorousgh discussions in their workins collectives.
The emulation programmes are not only aiming at hisher cconomie

" results but also at stimulating the sccialist way of 1ife. The
basic idea characterizing the contents of socialist emulation is to
strive for a socialist way of working, learning and 1i ing. Inspired

by this idea in 1973 already about 50% of all workers and employees
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set themselves the target to win the title "Socialist Lsbour Team',
The innevators! movement is an important factor to mobilize the
masses for impiementation of the plan. In particular the emula-
tion movement is directed to more efficient utilization of working
time and material resources, 4Annually many proposals are submitted
by the workers how to improve the economic performance of the enter-
prises. This is testified by the fact, that alone in 1973 more

than a quarter of all workers and employees took part in the in-
novators' movement and that the implementation of their proposals
brought about a financial gein as high as 3 600 millions Mark

(about 570 millions LE).

?s» The Results of Socialist -Development f'or the Wellbeing of the People

This economic development of the G.D.R, since 1945 reéulted in
an ever growing living standard of the people. Proceeding from a sound
and strong economic basis the VilfaitmaParty Congress of the Socialist
Unity Party, which took place in June 1971 was in the position to for-
mulate as thé main economic task of future economic development the
further increasing of the material and cultural living standard of the
reople based on a high development pace of the socialist broduction,
of efficienc&, of scientific~tec5nological progress and of labour

productivitye.

This main task of economic policy confirmed again the course
followed by the workers' party to do everything for the wellbeing of

the people, But the social and economic foundations to implement
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this course are now-thanks to the tremendous efforts of the working

people— much stronger than in the early years of the G.D.R.'s develop-
ment. Nowadays the true features of the socialist society become more
and more visible and socialism clearly preves its superiority over the

capitalist system.

Since socialism strifes for the development of the wellbeing
of the people, its successes are reflected in the improvement of the
working and living conditions. Here some figures to prove how much
each single citizen in the G.D.R. benefits from the achiefements of

the society:

- The net personsl income -~r capita increased between 1949, the

foundation year of the G.D.R. and 1973 to 418% while the reteil
prices decreased from 1950 1o 1973 to about 52%. This development
of personal income and retail prices results in a high level of in-

dividual consumption.

Table 9:

Individual Consumptioh of Foodstuffs (Selected Items) per Capita 1955
and 1973 (15)

3 . 1973/
Itenm Unit 1955 1973 1955

Meat & Meat Products kg 45,0 74.0 1644
Eggs & Egg Products piece 116.0 249,0 214.7
Fats & Edible 0Oils kg 28.5 32.4 113.9
Milk litre 90,7 1.01w6-- 11250
Cheese kg Zal 4,8 160.0
Bread, Flour, Gerials kg 121.6 95.0° 78.1
Potatoes kg 174.6 143.4  82.1
Sugar & Sugar Products kg 27 o & 36.0 131.4

(15) Statistisches Jahrbuch der Deutschen DemokratischenrRepublik 1974,
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RS PIPUTes Bhow ‘A typical csvr&lation between the above

mentioned development of incomes and prices and the structure of
foodstuffs consumption, The more the real income increases the more
the consumer's demand changes to higher classified foodstuffs., This

s potatoes, bread etc: diminishes

explains why the demand for such goods a

_y—— - ——— - —

whereas the consumption of meat, eggs and similar products increases.

~ Since the consumption of foodstuffs has its limits an increasing
share of the growing real income is available for the purchase of
cdurable goods and savings. The follewing table gives some idea
about_the equipment of the private households with durable consumer

$o0ds,

@aglg 103 Stock of Belected Durable Consumer Goods per 100 Private

Households in 1955 and 1973 16)
Position 1955 1973 19?3‘/": 1955
(v]
Refrigerators 0ok "4, 5 18 625
Electrical Weshing Machines 0.5 66,7 13 340
TV-Sets 5 77,6 6 467
Radio-Sets el 95.0 = =1p%
Passenper Cars 0.2 21.4 10 700

16) sStatistisches Jahrbuch der Deutschen Demckratichen Republik
1974,



Although the consumption of foodstuffs and the equipment with
durable goods are important indicators,they are determining the level
of the living standard of the.population only partly. There are nany
elenents of the working and living conditions.which are not depending
on the money incoﬁe of the individuals but are provided by the
socialist scciety. These elements are of "growing significance. Taking
the total value of consumption of consumer goods and services as iOOw
the share borne by the‘sociégy.fdsé ffam 1913% in 1960 to 25,8% in
L9S 0 v~ gzt

The attention the socialist statc pays to the development of
these aspects of the working and living conditicns is-reflected by many
sécial achievements as for instance: 7
a) 4ny kind of medical care including the supply with medicaments is

completely free of charge for everybody.

This b$sic right is guarantecd by

- neariy 30 0CO physicians, i.e. 17.2 physicians per 10 000 inhabitants
or oﬂe physician f§£ 580 inhabitants in 19733

~ in abouf 7 500 dental surgeons for 10 000 inkabitants or one dental
suréecn for 2 247 inhabitants, _

~ 588 hospltals equipped with 184 532 beds; i.e. 109 beds for lO 000.

1nh”b1tants or one bed for 92 1nhabitantsl?3

(17) See Page 90,



b) Great care is taken by the socialist state for the young genera-

tion, The greater part of child gare and educational services is

e .

given free of charge or against mimor fees, by far not covering

the costs. Here some figures about the present situation:

—~ Per 1 000 children in the age group O-3 years 352 places in the
 nurseries are available,

=~ The percentage of places in kindergartens serving the age group

above 3 to 6 years is even higher and reached in 1973 77%,

==-In the GDR, an inteprated educational system was establishedF
; Ten—-year school attendance is compulsory for all children.
In 1973 this was realized for 90% of all pupils, in 1975 it
shall be realizedby 100%. More than 150 000 teachers were
available in 1973 to teach the 2.7 mill. pupils.
. After leaving the ten-year polytechnical secondary school
there are 2 ways, one of which the youth has tc follow:?

hgither to attend the extended polytechnical sccondary school
leading to matriculation (abitur, about 11% of the students
take this way) or to start a vocational training leading to
the skilled worker's examination and in some classes at the

sane time to matriculation.

e

i

17) 1In fact, the number of beds in ggspitals was even hirher some
years ago (121 beds per 10 000 inhabitants in 1965)
The improvement and extension of preventive medical services
however resulted in a decreasing demand for medical trcatment in
hospitals, ©Some formerly very wide-spread diseases as tuberculosis
were so much repressed (1950 50.4 new cases of tuberculcsis and
1973 only 4.3 new cases per 10 000 inhabitznts) the number of beds
required in hospitals could be reduced..
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« In this higher stage education is not only free of charge but all

the apprentices receive a renumeration differenciated to the stafe

of' training and work performances.

» At presént from 10 000 inhabitants 181 are attending siudies at a

uriversity or higher institute (not including postgraduate students

and short-term courses). About 90% of the full-time students are

granted scholarships;

c) Great efforts are made by the socialist
6.4 nillions of private housecholds with
~ At present for the 6 366 000 private

with more than 17 millions rooms are

state to supply each of the
an own flat;
households 6 266 000 flats

available, Thus the quota

"persons per room™ is already slightly lower than one.

— Rents are kept stable on a low level
the average share of the rent in the

exceed 4%,

indicated by the fact that

family income does not

In addition fto that many other features of social development in-

fluencing the living standard can be mentioned here as full employment

since the very beginning of the GDR, old-age

pensions for everybody, a

-

gwaranteed minimum paid leave of 18 days per year as well as equal

rights for men and wemen and similar achievenments.

This development level gained in 1973 is the,.fruit of nany years

of enormcus efforts of the working pcople of the GoDeRe But for the
years to come there are still more ambitious plans and there is no
doubt about that they will be implemented too.
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