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The Institutional Framework of Foreign Trade
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foreign
The basis for the organization of/tradeéin all SOCialiut countries 1is

she state monopoly of foreign trade. In confornity with the basic principles
of a planned econony also the foreign trade of the German Democratic Republic
is effected on the basis of this state foreign trade monopoly in connection

with the currency- and foreign trade transport monopoly.

The forsign trade monopoly is characterized by the following 3 items:

l, direct management of foreign trade by the socialist state. Usually there
is a speclal state body in charge of the entire management of foreign
.trade on central level, e.g. in the GDR it is the Ministry for Foreign
Trades e

2, Planning of foreign trade, which contains both planning on central level
" and on decentral levels

3, A State systiem, laying down, which body (or which organization) may
carry through certain foreign trade operations in which field and to
which extent. |

The concrete forms and methods of stete plenning and management as
well as the system of materialization of the different export and import
operations are not uncnqngeabla. In accordance with the respective concrete
conditions that result both from the dsvelopment standard of the country's
own national economy and from the political and economic relations with
other countries, these forms and methods are continuously perfected and
developed. Thus during the first years of building socialism in the
G DR there existed a very strong cantralization in foreign trade and the
so=called protective function of the foreign trade monopoly prevaileds oo
foreign trade monopoly above all was used as an instrument for protecting

the natlonal economy against possible disturbances from external marketse
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Such a strong system of centralization, which means that only a few bodies or
enterprises are competent for export and import operations, has various advan

tages:

= it favours the unified implementation of the economic and political

zivz of foreign trade,

- it protscts the economy against undesirable impacts exercised by

ex’: rnal markets,
-~ it makes it possible to increase the efficiency of foreign trade.

On the other side, of course, such a strong centralization of foreign
trade over a long pariod may cause some problems, e.g. the isolation of the
industrial enterprises, the producers, from the development taking place in
the world markets particularly with regard to sciemtific and technological
proéress. In the ea rly 60-ies therefore, in connection with the achieved
development-standard of our national economy, the requirements of the scien=
tific'technological revolution and the ever growing influence of socialist
international division of labour in our production, the G.D.R. has been
making efforts aimed at increasingly ihvolving the industrial enterprises
intb the immediate foreign trade activities and still more to stimulate them
in carrying through foreign trade transactions. Those measures gre in close
connection with the introduction of what is called " Economic System of

Socialism."

Studying this historical development of the foreign trade monopoly and
the experiences gathered by other countries from the aspects of the develoPihg
countries one can say that it is also necessary, to establish a state monopoly
of foreign trade amd to develop it in a comprehensive way on the basis of

the concrete conditions in each developing couniry .
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Usually the first step will be the nationalization of foreign trade
and then the establishment of a central state organ for foreign trade plan=-
ning and management and the establishment of a number of national foreign
trade enterprisesy; which have a monopolylin importing or exporting certain
goods. Nowadays one cangseeuthat a nﬁmbér of developing countrles is doing
these steps. e ; ‘

How let us go more into details in organizing foreign trade planning
under socialist conditions,

1o Ihs ;gggéﬁuzional framework and the organization of foreign trade planning

v

led Bazic principles for organizing foreipgn trade planning,

As mentioned before, the basis for organizing foreign trade planning
is the foreign trade s’ ate monopoly., Derived from this monopoly,there exist
some basic principles of organizing foreign trade within the whole natlonal
economy which proved to be very effective bqth from the political and econ~
mic points of view. Such main principles for planning foreign trade are:

Ao On the basis of the foreign trade state monopoly planning and
managément of foreign trade has %o be carried ithrough on the basis
of a so=called pyramid system, 4ll organs resp. enterprises which
are planning and managing foreign trade and also those organs which
carry through the foreign trade operations are involved in this
plenning pyramid and linked with ome amother. The foreign trade
planning pyramid 1s part of the comprehensive pyramid of planning
the national economy,

Roughly we distinguish 3 levels of planning:
(a) Central level (Council of ministers, '
o Ministry of planning).
(b) Branch level (Ministries of industry,
Ministry of Foreign trade etc.)
(8) Lower level (producers of exporit goods, foreign trade
enterprises,buyers of imports).



A fundamental principle is that at central level the most im-
portant questions of foreign trade are planned and decided, .Thess
are questions of major significance for the future development of the
national;economy. (We will explain the tasks of the cenirsl state or-

gans in the field of foreign trade planning later.)

The pyramid set up becomes apparent through the fact, that the
tasks on foreign trade planning and the foreign trade plan itself are

more and more detailed as it passes down to the lower levels., Questions

concerning the structure of dssortments and the different business trzan

sactions have to be planned at foreign trade enterprises level aznd at

producers levcdi.,

The f{<llowing scheme gives you an idea about the pyramid set up
foreign trade planning.
The Pyramid of Foreign Trade
Planring in the G D R
[ Feople's Chamber I
I
[Council of Ministers |
: Z ST

State Planning|__[Ministry of
Commission reasury 3

Ministry of | _[Ministries L _| Ministry for
Agriculture of Industries Foreign Trads
| e e s e S S — — — ——T
Foreign Trade
o | Brbenprises
, [}
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relations with the character of orders
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- this ars relaﬁiona with informational character

esesscsece this are contractual relatioans

Be

When foreizn trade plenning comprises 2ll these separate stages or
levels of the national economy, there must be a continuous flow of
pilan indicators from the top to botionm and vice Versao Thus, an
ather main principle of planning and management will be reallzed

iz 4his f£ield, namely democratic centralism. This principle requires,
.5 the one hand, strict centralized foreign trade planning, fixing
the important ecomomic targets at ceniral lsvel for all coacsrned

and mgking them binding so that economic development as a whole
sccording %o »lan can be emsured. On the other, democraiic centre-

., lism coatairs the comprehsnsive use of the creative power of the wor-

king peopla =2d +their participation in plen drefiing, implementa=-

" tion and supervisionm. Through the use of these potentialities the

Co

plan cen be improved upoa, well-defined and reserves can be drawn
UpoRe

Democratic coentralism in this.sonae means, that all enterpriszes,
producers etc. oa the lower level will make tHhelr proposals regsr-
ding the plan end hand over them to the ministriss and other central
level organs. '

Phe third basic principls of organiziang foreigm trade planning is
the go-called 2-canal-~planning system. As you can see froa the
planning pyremid thers exist two canals as for the flow of plan
indicatp?s from op to bottow smd vice versa. On the'&né; side

we have a flow of plan indicators from the state planning commi-
ssion to ths miaistriss of indusiry, sgriculiture eic. =ad from
these miaistries o the production units., On the other side plan
indicators are distributed froz the stste planning commission to
the ministry of foreign trade and from this ministry to the foreigm |
trade enterprises. Afitsr making plan propossls on the lower levelx
these proposals are handed over to the ministry coacerned amd



we will find the same flow resp. canals of plan proposals vice

versa. Of course it is necessary to realize the planning process
through both canals simultaneously and in close.cooperation and
conrexion between all organs both on the same level znd on dif-

ferent levels.

Summarizing we can say that these principies for organizing

H,
]
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oreign trade are at the same time a concreite exyression of the

o
0

sic idea of the Feonomic System of Socialism in the German Demo-
cratic Republic, which reads as follows:"Strengthening central state
planning and manzsgement and on this basis coannecting it directly with

the responsible planning and management on enterprise level and with

organizing the socisl 1if: regionslly through the local state organs,™
>

The outstanding feature of our planning system is the strengthening
of centrasl planning and, parallel %o it, the extension of planning at
tvhe lower levels. So, we do not follow the concept of central versus de~
central planning, but we are rather in favour of combining both activities.
As the G.D.R., economy is a socialist one and the public is ow hing must of

the means of production priority must be given to the central planning.
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The econonic functiin of the sceialist state and Lihe binding

force s1re essential Teatures of 2 sogcialist

aconomy, They ensure the unity of the overricing political wilil ci
the society and thz unconditional meintenazree of its basic interests,
and, at the same time, create such conditions for hihgly effectiva

woark af ent —::'_r_}:.'*?.ce:: t> the benefit of the socieiy thal *he bigrhe

BT, PO o] 3 Ty . SFARIA S S raih SRR A R
gible rationzlity of econcuic scbivily is guaranteed.

On the basis of the mentioned 3 principles Lr osreabhi
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trade planning sll ocry:

e o8

1.2 The major & b of
foreign trade planning.
After dealing with the main principles of orpab ne foreiga'trade

planning we will give you 3 rough idea aboud the majoer %Lasks of the central

@
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state organs in the field of foreign frase planning. 0f eourse, these
depend upon the stage of development and upon the sctuai political and eco-
nomic situation. But there are general experiences in bearing responsibili-

i

es in the field of foreign trade planning and we will concentrate our exp-

c+
e

nations on ile.

1

(W]

(1) The Peoplets Chember ond the Council of Ministevs

The people®s Ghamber beiny legislative axpon cemaels tha law .on the long-
term plan or the znnual nationul cconcnie plone In this coénpeciion tie forei-
gn trade plan which is part of the national econemic plsn is laid down with

. e e e e i A
its most important indexes.
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The Council of Ministers as the supreme executive organ contrpls
the;materializetion_of-the nationsl econcomic plan and by it the
foreign trapde tasks. ﬁecegsqry changes'ofrthe state forgign trade
plan; G.g. increéée ??,939??§59“°f the volume of exportiand import
asba whole or of whgilﬁ:eiéallga'statg plan positions h;ye to be
tubaitted to the Co#;cilovaiqisteré'fén confirmation. Important
trade and payment agreem;hts'are iikewise submitpad tof@he Council

of Ministers for decision.

(2) _State Planning Commission (Ministry of Planning)

The State Planning Commission plans and determines the strucf
ture of foreign trade and the volume of exports and imports from the
aspect of the propor¥ional and optimal development of the national
economy- and using foreign trade as a-fa&tor of increasing the‘faie

of growth of national inconme.

 The State Planming Commission is responsible for a ecorrect co-
ordination of the foreign trede tasks with the development of the
other branches of the national ecomomy. It deals,inithe first place,

with long-term development,

3 Ip‘this_contéxtsit_is of spabial importance to establish correct

relations between the development of investments and the structure of

export and i@port, The commcdity structure of fnreign.tradé—is'planned
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at this level for about 30 groups of products and approximately
400 important positions. Within the framework of economic co-opes .

ration with the member countries of the Council for Mutual Econo-

mic Aic (Comecon) the Planning Commission carries oput international

CQ-ordinatiqn-pf natioéal‘ecqnamic plans an@_ponnlu@as_agreements with
tbé Planning Commissions of:other Comgbop ;ouﬁtriese_This task be-.
9omgs'more and more ippor?apﬁ_undar_the conditions gf_an‘incrgasing
process of intgrnaﬁionalusocialist_integration andjalsﬁ concerns

the.tagké of the Hinistrigs of Industry, Foreign Trade and others.

The P;anning Commission also maps out the methodical regu~-
lations for the co-operation between the different branches of the
national economy (foreign trade,industry,agriculture,.transpprt etcs)

for drawing up the foreign trade'plén.

(3) Ministries of Industry, Agriculture etc,

In the GDR we have severgl ministries af industry in conformi-
ty with different industrial branches. Furthermore there exist a
Ministry for Agriculture and Food;tuffs-?rpduction, a Ministry of
Trade and Supply, of Building'etc. Thé_follcwing-tasks will be enu-
merated‘fp: the Hinistfigs o£ Industry,_but they are of analogous v

validity for other ministries.



- The Ministries of Industry are central organs of the Counoil
OT‘Hlnlsteﬁs infupargeiefeplenningranémanegemept‘of diffe:ept'ln-j,
dustrial branches. They heve likexiss to solve inportent tasks in_
'tﬁerdigp trade, These tasks,‘ebove_all,;lqelude ghldeece to and con-

rol over the Nationally Ounsd Enterprises, allied in Associstions

of Wigioaally pred Ente;priSee!fesifer the tasks of-?nduslfy;in eee
nufscturing and marketing of export commodities. The minisiries have

to exert an. influence on scientific end fechnological progress, on

the mors purposeful srganizgtion of covperstion between the nationsl
Q%apehee of industry ee_?elluee bétweenlthe 6orfeepending breecﬁes

in other'sbcialist'cduﬁiries,{ |

. In the ficld of import the Mipi#tries of Industry boar also spe-
cial';eepbnsibllitye'ﬁiﬁpiﬁ_the;lremewerk’ef‘the eutireHQﬁoteerfixee by
the State Planning Comission, the “balancing" organs- meinly the Asso-
ciations of Hatio‘nally Owned-Entefﬁflees;vdeaw ep autiﬁpoft plan’with_r
regard to assortments, quality, terms of delivary etce The specif;c im-
port requirements, contalned in the plan, are channeled to thdétoreign

| trade enterprises and included in the ﬁorelgn trade plan, In the case of
Alarger 1mport requirements. pu?\fo;ua;d hy the Lssociatiqps of Nationally

Owned Enterprlses and individual enterprises concerning raw materialsq

fuels, semi—finlshed products, 1nvestments or production licences,the
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Ministries of Industry decide on the priority of these recuirements

and on their inclusion in the foreign trade plan., In all these questions

they closely co-operate with the Foreign Trade Ministry.

(4) Ministry for Foreign Tade

The Ministry for Foreign trade bears main responsibility for plan-
aing and mang_ging the foreign trade activities of the German Democratic
Republic. it is the central organ of the Council of Ministers for foreign
trade and directé, co-ordinates and controls about 25 trade enterprises
of wich i% is in charge. These enterprises carry tthugh thg bulk of all
exports and import transactions with foreign trade partners; The Ministry
confirms the long-term plans and the annual plans of the foreign trade en-
terprises; it regulates the financial relations with the-state budget agd
works out the system of economic levers for the branch of foréign trade.
On the basis of plan proposals of the lower levels and in accprdance with
plan indicators, handed over by tire State Planning Commission, the Ministry
for Fﬁreign Trade elaborates the comprehensive foreign trade plan and sub-

mits it to the State Planning Commission.

With the aid of foreign currency allotments to the foreigﬁ trade enter-
prises it exercises an ijmpmediaste influence on the materialization of the
import plan. In addition to that, the Ministry is entitled and obliged to
ive guidance to and to exercise control over all the other economic organs
of the GDR as for their activities in foreign trade markets, although these
orgens are subject to a different central authority. One major task of the

stry is long-term planning end management



