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TTTRODUCTION

This study was prenared at the request of the UNIDO Secretsriat by
Prof. M. Breetzmann, University of Economic Science, Berlin, GDR, and
Prof. K. Steinitz, Acedemy of Scieuce of the GDF and submitted to the
Fesearch Seminar on Structural Changes in Industry in Euronean CIEA
Countries, held in Budapest, Hungary, from 22 to 26 “arch 1982. The
naper attempis to analyse briefly the industrial develorment of the
German Democratic Revubiic until 1980 and to raise some croblems in

connexion with the economic and industrial srowth durin<s the 1980's.

The study fits in the f#g@gﬁqu of the research nrogramme of UNIDO on
industrial redeployment and structural change. This wrogramme constitutes

a surveillance of the international Incusi:ial restiucturing process,

aiming at highlignting vertinent trends in industrial develcoment nationally
and internationally. By identifying the factors that determine structural
changes and indicating the likely direct®on and mossidle impiigatioﬂéfof
this process, uncertainties and rigidities in this process mi~sht be

reduced and a basis creatzd for a forward-locking concention of industrial

co-oneration between the developed and the develonine countries.




The present paper contains

- a short summary and evaluation of the industrial development
in the GDR until 198C, and deals with

- some problems and tasks in connection with the further
national economic and industriel growth in the GDR during
the 19&0,

- some new aspects ou the content of economic growth.

1. The results of tiue naticnal econosic and industrial growth
in the GDR

The CDR is one of the most industrialized socialist countries.
3ince its fouuding in 1949, its national economy has been
characterized by relatively stabtle growth rates being rather
high on an internaticnal scale. From 1950 to 1980, the country’s
gross national product GNP increased 7.25f¢0ld and the national
incone N1 6.37fcldq) (see Annex, Table 1.)

This development was linked with essential changes in the
national economic and industrial structures. From 1950 to 1980,
the share ¢of aindustry (including preducing hardicrats) in the
production of the net product increased from 43.7 to 61.9 per
cent, the respective share of acriculture was 3C.8 per cent in
1950 and 9.1 per cent in 1980,

Lased on the economic growth, a stable and strong improvement
of the peouple’s material and cultural living standards was
implemented. Basic human rights like the right to social
security, the right to work, the right to education, equal
richts for women, the right to housing worthy of a human being

1>All statistical data in the present paper are taken from
the Statistical Yearbook of the German Democratic Hepublic
1981, Staatsverlag der Deutschen Demokratischnen Republik,
berlin 1981, unless indicated differently.
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and othsr richts are ensured for all citizens.

»hen evaluating the economic development of the GDR until
the present time, we have to tuke doth tne specific situation
after the sccond world war ané the nerative effects of some
externzl factors into accounte. About 1,5CC lzrez industrial
enterprises and about 8C0 medium-size ones, that i1s wmore than
40 per cent of the country-c overzll industrial capacity, had
been destroyed complutely during the war znd the majority of
the remaining enterprises had been affected more or less
seriousliy. The crop yields of agriculture in 946 were 56 per
cent of the pre-wsr crop yields with regard to corn, 63 per
cent with regard to potatoes and 75 per cent as to sugar beet.,
Livestock hud been reduced to less than the half. iore than
5C per cent of the flats in cities and 3C per cent of flats
in tovms had veen destroyed. The division of the former
Deutsches Reich resulted in the fact that there were only
three per cent of hard coal p:oduction on tne territory ¢f the
r.ewly estzblished GDR, the resnective figures were 7.6 per
cent of rolled steel production, 16.5 per cent of cement
production cnd 2 rather small share in metal-processiug
heavy industry. '

The GDR’5 economic development wae heavily impeded in the
195Cs by the emoarmgo policy pursued by the imperialist countries,
by the FRG’s efforts to lure away scientists, engineers and
specialized skilled workers purposefully and by the economic
effects of the "llallstein doctrine'.

Despite all these circumstances, the GDR was able to succeed
in establisning an advanced and efficient socialist national
€COoNnomy.

The per capita national income increased trom 1,485 mark
in 165C to 1C,3%88 mark in 1980 (with comparable prices). In

1) Estimates made by .ilhelm Baade, former director of the Yest-
German Institute for world Zconomy, Kiel, say that dirsce
nat;onal economic losses for the GDR by these campaipns of
luring experts away in the 1950s amounted %tc more than 4100
thousand million mark. This 1s the approx:.mate value of
investments the GDR made in industry from 190 to 1960,
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the 197Cs, the national income produced increased by 5% per
cent (197C - 1980). .ith taking comparable prices on the
basis of 1975 iato account, the national income producsd in
49:0 amounted to 71.5 thousand million mark, 1C9.5 thousand
million mark in 197C and 175.9 thousand million mzark in 198C.

The industrizl gross production increased 9.5fo0ld rrom
195G to 198G, and it increased by 74 per cent from 1970 to
1980. In 1980Q, the shares of irdustrial tranches in the
industrial gross production were as follows: constructicn of
machines and vehicles 24.7 per cent (first position), food
industry 17.2 per cent, chemical industry 15.8'per cent,
electrical industry/electronics/ construction of 2cuipment
11.2 per cent, -licht industry (excluding textile inductry)
1C.1 per cent, energy and fuel indus*ry 8.3 per cent, metallurgy
6.7 per cent, textile industry S.4 per cent, building materials
1.8 per cent and water supply 0.8 per cent.

In the fields of the construction of machines and venicles,
electrical industry, electronics, precision enginecring,
optical engineering, scieatific instrument manufacture, chemical
industry and various branches cf licht industry and food-
processing industry, the GDR is in possession of lonr-term
experience, considerable potentials for research and development
as well as qualified sikilled workers, engineers ard technicians.

Lignite is the most important domestic mineral raw matcrial
for energy production and chemizal industry. In 193C, the
output amounted to 258 million tons. 80 per cent of electrical
energy production (.n 1981, it amounted to about 100 thousand




million kwh) are based on lirmite. In certain fields of
chemical industry the share of natural gas exported from the
Zoviet Union is increasing speedily. an accelerated development
is taking place in coal-based chemical industry.

A vprogressive transformztion in the structure of industrial
branches has taken place since the end of the 1960s .nd the
middle of the 197Cs increasingly. ¥icroelectronics, scientific
instrument manufacture, electrical industry, mechanical
engineering and chemical irdustry are industrial branches w>.th
growth rates above average. This brought about a considerable
increase in the share of these tranches in industrial produetion.

Cwing to comprehensive jinvestments made in industry in the
1970s mainly, it was possible to reduce the average age of
installed plants and machines essqptially -~ in 1979 it was
less than five years in 38 per cent.

A new structure of industry and building trade in terms
of economy and organisation came into being through the
establishment of 4157 large industrial and building ccmbines.
flore than 80 per 22iC 7 labour and of the potential for
research and develcpmernt in the regpective fields are concen-
trated in these industirial combines,

The development of industry and industrial structures in
the GDR since 1950 has confirmed and substantiated some common
features of this process in the European CMEA member-countries
although this development had to be implemented in various
forms owing to the dirferent matural, economic and cultural
conditions in these countries. Examples of these common
fealtures are:

1. The social property of means of production and the power

of the'working class rade it possible to concentrate larre

parts of the surplus product produced in materizl production

on cselected fields c¢f the industrial develovment by means
- of central state redistribution in orde.r to create the
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preconditions for recoastructing, the overall national
economy including acriculture by giving priority to the
development of heavy incgustry (emergy, fuel and raw
materials mainly), metallurgy, mechanical engincering
and also chemical industrye.

Rourgeois ideologists zllege falsly that all CHEA
member-countries were forced to assume the Soviet economic
model schematically; this assumption does not come true
neither to the essential issue of socialist accumlzation
nor to other points. Cne fundamental differ - nce bpctween
these countries lies in the fact that the Soviet Union
was able to take the means for socialist industrialization
from domestic resources exclusively whereas the political
and économic assistance of the Soviet Unior for the other
CYEA member-countries played a decisive role in the years
after 1945, '

The sources of socialist industrialization varied but
their use shows some common features arising from the
fact that the orientation in the economic and social
policies of the CIEA member-countries is based on common
criteria inheren: in socialism.

The econemic policy was linkad with a radical socialist
reform in education; the capitalist privilege in education
was eliminated and all the working people were entitled to
receive training and education. w®ithout this cultural
revolution, the accnmulation of knowledge and educational
values in workers and farmers. by which the socialist
intellectuals and qualifiecd 1led workers came into
heing, would not have been possible.
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In line with the human ocjectives of the sociulist order,
priority was conceded to the full emzloyment of all the

peonle able to werk; this was made by means of industrialization.
uxpericnce made so far has shown that owings to political,

economic, scientific and technological reasons, a rhase

of extensive industrialization his to be imnlemented in
those countries where capitalism had left no industry at

2ll or a ratner small industry and a backward agriculture;
this was necessary in order to put The extended reproducticn
of accumulation and consumption into motion, which makes it
possible to achieve high growth rates, to improve the living
standards and to eliminate social backwardness. Multinational
monopolies have established, in specific fields, productions
of a high scientific and technolc-ical level in ‘eveloping
cecuntries but they have not helped solve fundamental
national economic¢ or social problaems.

At the beginning of socialist industrialization, all Furopean
Cl:EA member-countries concentrated their funds on the develop-
ment of heavy industry. Thus the basis for the socialist
transformation in other fields like agriculture, trade or
trangport was created. This social prioritv resulted in

the fact that at that time, some demands arising fronm the
development of the non-material sphere (services, for
example) could not yet be given priority. For overcoming
disproportions from the time of capitalism, it is not

enough to carry cut an equal distribution of funds in

the national economy but one has to pursue a purposeful
nolicy relating to national écoﬁamicfstructureé with giving
priorit; to the producing field in terms of investmernt
allocation.




5. The state socizlist foreign trade momonely decane a

corner-pillar in the econonic policies of iuropean
CHLEA member-countries in the process of =zocialist
industrialization. ¢vn the one hand, the state monopoly
protects the process of industrialization from influences
exercised by the capitalist world market. Cn the other,
it stimulated the development of mutual econonic arnd
trade relations among the CNLA member-countries decisively
because each country was in a position to link the
necessary ccmplex national economic development ith the
mutual exchance of goods and - beginning in the .iddle
of the 1960s - with internztional socialist specizlization
and cooperation in science and §roductionq);
during the last decade, qualitatively new possibilities
and tasks in connection with the further development of
the GIR's industrial production emerzed on the basis of
the national economic level achieved, the purposefilly
established industrial and scientific-technological potentials
in the GDR and buasically chanzed .onditions of resource
reproduction. Summarily, this new stage in the development
of the socialist economy can be desiznated as the
comprehensive transition to a trype of predominantly'
intensive extended reproduction. This transition is
linked with varied consecuences and tasks in connection
with the future conscious and planned shaping of the
national economic growth in ceneral and the structural
development of the GDR's industry in particular,
At the 10th Congress of the Bocialist Unity Party of
Germany in spring 1981, decisions wexe taken that deal
with the long-term economic strategy of our cepublic in
the 19803.2

1) See: "Wirtschaftliches Wachstum europiischer RGW-Linder"
{The economic growtn of Buropeuan ultisa memvor-countries),
akadenie~Verlag, Berlin 1981, team of authors; p.20-21

2) Bee: Directives issued by the 1Cth Conecress of the 3LD for

the Five Tear Plan for the CDR’s notional economic
development 1981-1985
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2. Chanced conditions for the economic growth and resulting
problems and tasks_for the GDR in the 198Cs

Chanred conditions for the economic growth are identical
with chanced reproduction conditions. They are based on a
cecntradictory unity of impedings, worse and more favourable
conditions. To evaluate the possibtilitics for the future
econoric growth realisticélly, these two aspects and effects
of changed reproduction conditions have to be taken into
account,

As to the conditions impeding the econoric growth in the
1980s, the .aried and rather differentiated processes and
interdependences czn be summarized in the following three
categories:

Yirst: The necessary and planned dynaric economic growth with
arnual growth rates of more than five per cent in national
income and industrial commodity producticn has to be ensured,
in principle, by means of the same or on.y slichtly
increasing resources of labour, energy and raw materials,

With regerd to enersy resources, raw materials and materials
that are of national economic importance, the ratios between
the twi sources for production increases -~ increased output
and reduced specific consumption -~ have to be changed {rom
two to one in the period from 1960 to 1975 to about one to
nine in the 1980s.

The necessity to perform this changed tendency manifests
itself in the fact that the rather high and long-term rates
of releasing labour and reducing the specific consumption
of energy and raw materials on an nationul economic sale
cannot be gchieved by more investments and expanded fixed
assets but they have to be linked with a reduced intensity
of investments and fixed assets.




In the 197Cs, the rate of fixed assets (national income
per unit of fixed assets) diminished; objectives in the
Vive~ieer Plan 1981 - 1985, however, are based on an
increase of about five pér cent, that is from 350 mark
per 1,000 mark of fixed assets in 198C to 3358 mark in
1985. The growth of investments was 30 per cent in the
last Five-Year periodj; it will be essentially smaller
under the curreun¢ Five-Year plan,

Such a change from the former tendencies in the development
of tihe rate of fixed assets and the efficiency of investments
linknd with higher demands on the substitution effects of
invectments for eccmomizing 1ab6ur, energy and raw materials
can only be achieved through a higher quality in investment
processes and the reproduction of fixed assets. Priority
is given to the close and effective linkage between investment
processes and scientific and technological progress, a
stronger integration of scientific and technolbgical results
in erxisting fixed assets through modernization and a more
time-efficient use of productive up-to-date fixed assets,

The establishment of even closer relutions between the
‘nvestment process and the scientific and techitological
prorress is ~oncentrated on two aspects being of decisive
importance for the economic growth: a stronger concentratioa
cf the investment potential on the speedier and more
comprehensive implementation of innovation processes on tle
one hand and the elaboration and implementation of all
investment projects on the basi~ of latest and most efficient
results of science 2and technology on the other. Iavestments
contribute to the intensification of tie reproduction process
and thus to the economic growth only when they are directed
towards the materialization of those scientific and technological
achievenents that are most efficient under the conditions




prevailin: in the CDR. Investments that are techrnolorsically
backward g5 compared with the internctional standard
encourace extensive tendencies and provoke disproportions.

Thue they have nerative effects on the economic growth,

In the Directives for the Five Year Plan 19281 <o 1985 it
is.planned to increase tiie operating rate of major prciluction
machinery from 15 hours in 1980 to batwcen 16 and 17 hours in
1985; this is to effect the economic growth in two ways. Cn
the one hand, this brincs atout an increase in the respestive
fived assets from seven to thirteen per cent in a period of
five years thus economizing investrents that would be necessary
for this purpose; on the other, the structure of fixed assets
applied may be changed towards hich.r economizing and crowsh
effects.

Changed reproduction conditions intensify the necessity
to rcalize thc intensely expanded overall reproduction that
is based on the unity of those kinds of expanded reprcduction
by which labour, material, energy ard fived assets are
economized. Terdency-like changes to be achieved in the
current I'ive Tear Plan are shown in the followinz Table:

Growth rates of the national income and industrial commodity

production in comparison with the growth rates of essential
production elemerss

Growth rates of 1971/75 1981/85
Industri.l commodity vroduction:

snergzy resources, raw matcrials
and metzrials of national

economic importance 1:0,6 1:0,1
National Income:
f1xed acsets 1:1,1 1:0,8

Industrial Commodity Production:
viorkers and employees 1:0,2 1:0,1

———— ——




- 11 -

Source: Calculated accordins to the Statisticzl TYearbook
of the GDR 198C, 3Staatsverlag der DDR, Berlin, 1920,
p. 1%, 14, 115, 124; Report of the Central Committee
of the Jocialist Unitv Party of Germany by Erich
onecker to the 1Cth 3ED Conrress, Dictz Verlag
Berlin 1981, p. 54

For solvinrs these new tasks, the GDR national cccemonmy
can rely on essential progcress achieved in the last few
years. From 1976 to 197&, the specific consumption of encrg
raw materials and materials of national economic importance
diminished by three per cent 2rnually and in the last two
years of the preceding five Yeur Plan, a reduction of five
per cent on an average was achieved,

Perspectively seen, the absolute release of labour,
important ruaw materials, energy and fixed assets becomes an
increasingly indispensable precondition for progressive
structural chauges and for iﬁproving the flexibility of
production in line with the requirements of scientific ind
technological progress and the development of demands.

Second.: Specific expenditures on the reproduction of
essential elements and conditions of the reproduction
process show a trend-like increase mainly owing to the
increasingly limited amount of resources available., This
applies, above all, to energy, raw materials, environmental
protection and some aspects of the social working faculties.
The tctal amount of factors demanding more expenditure will
increase essentially in the 1980Cs as compared with the
development up to the middle of the 1970s.

The long-term deterioration of the terms of trade owing

to relatively increasing prices for imported energy and raw
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materials results in the trend-like necessity to use a bigger
part of the national income for the import of the same
quantity of energy and raw materials. With taking the
increasing ezpenditure on the production of domestic
raw materials into account, the production of energy and
raw materials, increasing only to a slight extent, will
also require an absolutely and relatively growing part of
overall social labour.

Increasing grants from social funds for ensuring stable
prices and tariffs for our people show that more means are
to be applied for ensuring our living standards. Thess grants
increased from 411.2 thousand million mark in 1975 to 16.8
thousand million mark in 1980. In the years from 1972 to
1975, the annual average increase was 6.75 million mark, from
1976 to 1978 one thousand million mark and in 1979 and 198C
about 1.3 thousand million markq). An essential requirement
of the social development is the further improvement of
conditions for ensuring that the growing expenditures of
society on social security, the promotion of equalization
processes and the satissfaction of basic needs increasingly
contribtte to releasing social motive forées promoting
iacreases in efficiency and the economic crowth.

Third: Competition on international markets aggravated in
the last few years and will be further intensified in the
next years owing to the fact that practically all countries
are forced to increase their net imports of oil, other
energy resources and ravw materials so that they have to
increase their exports in order to achieve an equalization
in their balances of paiyment; this is linked with c.isis

1)Ca1culated on the basis of data from the 3tatistical

fearbook of the GDR 1981, Staatsverlag der DDR, Berlin
1981, p. 251




ard stagnétion in the capitalist world and the emercence of

new exporters from developing countries. The GDR national
economy is faced with the necessity to provide an equilibrium
betwveen higher prices of energy and raw materials on the one

hand and improved export efficiency on the other; this requires

great efforts to be taxen in order to improve the competitiveness

of exports, especially by means of higher quality and more
favourable structures of exported goods as well as further
improvements in the sales organisation and the terms of
customer se -vice, _

The possibility to achieve stable and relatively high
rates in the economic growth despite more difficult conditions
results from the fact, above all, that on the one hand,
scientific and technological progress in the world has been
accelerated and the potentials of national economic
efficiency in such major fields like microelectronics, robot
technology end biotechn010gy'have b:en increased essentially
in the 1980s; on the other, important preconditions ti:re
created for using the reserves of efficiency and growth in
the socialist national economy more comprehensively and
efficienctly. ' ’

Examples of these preconditions and more favourable
conditions are: large scientific and technological potentials
established in decisive fields, a close linkage between
science and technolosy on the one hand and investments on
the other, the high level of education and qualification
of the working peopls and their growing readiness to perform
outstanding work, important progress msde in constructing
an efficient material and technological basis of the nat_onal




economy, a hirher derree of socialization in production and

labour based on the establishment and consolidation of combines,
a strengthening of socialist economic intecration, international
socialist cooperatior with the Soviet Union and the other

CUEA member-countries. Conditions have emerged for uring

the prect intellectual and creative potentials, qualifications,
skills and experience of the working people more etficiently
than ever before in order to increase the efficiency and to
improve the performances.

Chanced reproduction conditions also bring aboui changes in
the relations between scientific-technologzical, economic and
socio-political procrecses. Scientific and technological
progress becomes the actual focus and most essential basis
for the development in 2ll spheres of our society increasingly.
dith a view to the objectively higher dersnds on science and
technology, one has to tzke the fact into account that an
acceleration of scientific and techiological progress a2nd
its increased economic and social efficiency a2re necessary
in order to maintain the pace of economic growth achieved
so far. fefore science ond technology dbring zbout an
increased national income, they have to ensure that higher
expenditure in important fields are compensated by acdi‘t 1
savings and the smaller growth of resources by more
comprenensive and efficient release and substitution . . .cis
Indispensable prerequisites for achieving this objective
are a closer linkage between scicnce snd technology on “ie
one hand and the development and more comprehensive use of
the working people’s intellectuel and creative potentials,
the replacement and modernizstion of the material and
technclorical basis and improvements in the structures of
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production and e:xport on the other. Priority is to ve givren

£o reducing the time for processes of rescarch, development

ard implementation, to improvigni the level of scientific and
technical work and its technolosical application, to uce
innovation processes in the fizlds beinr of decisive

impcrtance for the CDR's developzent in such a mannar that

they have greater national eccnomic effects and are implemented
more speedily.

Agegravatinz conditions cannot bpe desicnated simply as
beinr identical with negative conditions and more favourable
conditions with positive influences on the long-term eccnomic
crowth. For example, more complicated conditions in the raw
material provision and the agcravated competition on the
international markets have also stimulatin:: effects on using
the scientific and technological progress more efficiently,
on making bizger savings or improving the auality and
structure of production results nore speedily. This means that
azeravating conditions also brin': about specific necessities
and motive forces that, in connection with new oprportunities
arisin;; from the productive forces and socicilst production
relations, promote the transition to the intensely expanded
reproduction and cortribute to reducins their impeding
effects on the economic :rowth. Cn the other hand, favourable
conditions do not promote the econcmiec growth automatically,
They contain opportunities that have to be uzed consciously
for further improving manacement, planning and stimulation,

The decisions taken at the 10th GED Congress, and the
economic stretegy for the 198Cs as substantiated in the report
of the Central Comittee in particular, clearly chow that the
changed reproduction conditions have to be recognized as new




reqguirements in the 1%60s that vrinrs about higher dem=ands on

the actual use of the advantaces andéd motive forces inherent
in socialism. They are a challenge to the socizlist society
to use i%ts ability of implementing the possitilities of the
scientific and technological revolution on the basis of the
advantages arisin;- from socialism even more efficiently and
comprehensively. .

The chanred reproduction conditions, especially the chanred
conditions of resource production, inifluence the economic
growth in general and that of irdustry irn particular in the
following way:

1. The basically changed relations between the growth of
resources and that of producticn covering also all the
essential rescurces ot living and materialized labour
brinz about objectively higher demands on {he chsvins of
substitution relations tetween the production factors.

Substitution measures, especially investments, zust be

bzsed on higher targets (with regard to a higher amount

of working time economized per uhit of the former expenditure,
for exaaple}, greater complexity {for example, a more
comprehensive use cof technolorsies thzat are aimed at
econouwizing living labour, enercy and raw materials at

the rame time) and their effects of efficiency. At the

same time, objective demands emerge on a stro.ager egualization
of efficiency development in various production factors,

Up to the middle of the 197Cz, the growth rates of labour
productivity in the GDR were about the double of reduction
rates covering the specific consumption of raw materials

and energy and the fixed assets rates decreased up to 1930;
in the 1980s, however, the annua) reduction rates of the




specific consumption of rav materizls and enercy in incustry

and the orowth rates of labour productivity zre to be about
five per cent and the output-capital ratio is to be improved.

The redistribution and relocation of social labour as an
important aspect of the eccncmic growth, based on ccientific
and technological progress and high dynamics in the production
structure, increusinzly require the preceding release of

resources. The higher obj=ctive measures for this release

and the differentiated relations between the release and

the full or, if an absolute recession nccurs with recard

to a specific resource, partly re-utilization of resources
are vasic problems of the prospective economic growth. Thus
the method of continuously establishing the proportionzlity
between output and demand is 2lso changing. Smphasis is
shifted from the expansion of the output to the economozing
and releasing of resources and the respective influence

on the demand. The relezse of rescurces is closely linked
+ith innovation processes. Generélly, the implementation

of innovation processes resuires the utilization of additional
resources at the first stages of fthe expansion, tnat can

be talten in their majority only from other national economic
fields where these resources were relcased. Tnis is clecrly
shown in the development of microelectronics and robot
technology. Cn the other hand, innovation processes bring
about new possitilities for the release of resources. "he
reduction of time between the utilizztion and release of
resources is one of the most important demands and criteria
of implementing innovation processes.
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%, Tha rolotions tetween =zimnle and exvended renroduction

are decicively effected b7y the chanced renroduction conditions.
Their interlocking is beccming closer and, at the same
time, more varied and contradictory. There are two ornosing
but closely linked and interdependent processes, acove
ali, thst are of great importance for the economic rrowth:
Cne of these processeé is.,the acceleration of scicntifac
and technolosicsl progress and the stroncer integration of
science and technclogy in the reorocuction procass. The
interlocking and interdependeace of simple and extended
reproduction are the more strongly und varied, the more quickly
znd more comprehensively the pace of scientific and
technolo.iical prosress and its use in the reproduction orocess
are implemented. The cuzlitative improvement of the production
elements, not only of fixed ac~ets but 2lso of the csubjects
of lacour, increasingly takes place within the circulation
of reserve funds. Thus a great number of possivilities come
into teing for implementin:: essential processes of improving
the efficicrcy and performance, that is extcnded reproduction
of the production recults or the economic gcrowth, ©itin the

frameworit of cualitativel~ simple revnroduction of the oreduction

elements. ''he ocject .ves contzined in the Directives issued
by thec 1Cth ZID Congress for the [ive Year Plan 1931 - 1985
show the respective standards that are more exactinr. To
evaluate the reproduction effect correctly, one cunnot rcier
only to the extended reproduction of production results.
hat matters is which are the effects of these production
results in continuing the reproduction process by becoming
new production conditions (hirher efficicney of replaced
means of work and subjects of labour for the improved




satisfaction of the people’s demunds and a hirher export

efficiency.

The other process is the already mentioned lonc=term
tendency to increase reproduction expenditure for ensuring
the energy and rav material basis of our natioral ecco:romy.
Thus the materialized reproduction of ecssential elements of
the reserve fundcs -- the energy and raw material basis -
cannot be implemented completa2ly anymore within the given
amount of expenditure of reserve funds. is to current
evpenditures, higher prices result in the fact that a part
of social labour not used for the production of the net i
product (national income) in the given reproduction period
his to be used for elements of the reserve funds (production
consumption) in the followin: reproduction period. is to
increasing specific iavestmentrs, the additional expenditure
brings about the fact that-a.part of accumulation or
productive net investments is to be applied as reserve
investments in terms of its economic function. This =ay
result in negative effects on extended reproduction or the
economic growth. Increuased demands on investment activicy
and tne overall fixed assets reproduction are also evident
in the fact that the efficiency of overall investments and
the output-capital ratio in the Five-Year Plan 1981 - 1985
are to re increased despite the effects of larrer reproduction
expenditures in various national economic fields. In contrast
with periuds in the past, these tendencies of increasing
reproduction expenditures at the present stasze of development
are of a more :omprehensive and long-term character even with
taking factors opposing an increase in expenditure into account.




Another result of these diffe.ecntiated procezses is that the

redistribution of social lsbour increacingly avplies not

only to extended reproduction tut @lso to the simple one. This
apnlies to innovation processes and structur:nl changes that
bave to be implemented increzasingcly within the framework of
+the simple reproduction of production tiements on a national
economic scale. This also applios “o the zinple reproduction
of raw materials and energy, that requires, for example, an
absolutely larger utilization of fixed assets for the
production of the same quantity of energy and raw materials
and the provisior of a larger g;?ort nnouivalent for importin:z
the same ouantity of energy.

In connection with increasing reproduction expenditures on
essential oroduction elements and a higher up~grading of
production, the different develooment of the production
conditions and oroduction results accordins to cuantity (phrsical
volume), quality (use-value) and value plays a more importiant
role for the analysis and plannin- of the srowth orocess,

Thus the guantity of raw materials, energy resources and
materizls per unit of industrial production (calculated in
effective prices reflecting the increased expenditures)
essentially increased in the period from 1976 to 1980, accompanied
by a stirong reduction of the use of raw materials, energy
resources and materials, being of great importance for the
navional economy, per unit of industrial production (calculated
in comparable prices), that is the reduction of the specific
consumption by about 2C per cent. The shares of the quantitative
erpuansion and improved quality in production increases will
further be chanced in favour of the part played by quality.

This applies both to the growth of aggregated national
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economic items like natieceal income, national economic finished
product, industrial commodity production and an increase of
producfion in economic units znd the majority or groups oi products
or products.-

The content of the economic crowth, changes in its sources
and results

The content of the economic rrowth is subject to essenticz

changes relatinr boih to the <ources and the results of the

crowth, Changes in the sources of the economic groﬁth occur
not only in the fact that predominantly qualitative growth
factors determine the economic growth increasingly but also
in a further improverent of interdependences between qualitative
and quantitative processes and their interlocking.

Generally, 2 comron feature of qualitative and quantitative
processes is that they bring about a production expansion;
the efficiency of quantitative processes is limited to this
fact genérally whereas cgualitative factors or processes are
increasingly aimed at improving the quélity of production
resu..ts and the efficiency of prcduction. The specific feature
of cuaiitative processes is, for example, that their effects
on the quantity of production, especially the magﬁitude of
the national income produced and the national economic product
available, are realised through increases in efficiency. The
dirference between qualitative and cuantitative processes is
only of relative character; in reality, they always exist
together, they are interdependent of each other and there
occur transformetions of cuantitative changes into a new
quality; this is shown, for example, in the qualitative
perfection of the material and technological basis that
debisively depends uron the scope (quentity) of newly applied




technologies and means of work - exambles are ‘stz Ddrocessing

.

nlants, CilC—controlled machine-tools and processiig machines
and rotot tecunolory. The efficiency of top perforiances 1in
science and technolory for the national economic effectiveness,
the satisfaction of demands and erports is detcrmined, above
all, by the pace of expansion that, in itself, is a unity of
qualitative and cguantitative criteria.

In the economic stratesy of the 1Cth 8ZD Congress, the
larger scope in terms of national economic application and
the speedier pace of applying the lnew téchnology occupy an
important position. It is suid in the Directives, for example,
that the mumber_ of top products is to be increased furthe~,
They are to be used very cbmprebensively and without loss of
timeq . The task is to improve the quzclity of products in our
national economy and to increase the commodity production of f
top products with the gquality mark "Q" to about 1CC thousand

million mark up to 1985.2)
From 1981 to 1985, the production of products with the cuality

mark "Q" is to be increased three to four times more speedily
than the overzll industrial commodity production.

The changed relations between qualitative and quantitative
processes refer not only to the factors and sources of the
economic growth but also to its results. With the further
expansion of the intensively extended reproduction, the
improvement of the quality of droduction results increasincly
oecomes the fundament and decisive content of the economic
growth. There exists a direct linkage between the intensification
of thne reproduction process and the share of qualitative
improvements in the economic growth.

1) In:"Directives issued by the 1Gth GED Congress for the Five
fear Plan for the GDR'g 1ational economic development
1981 - 1985," p. 18

2) ibid., p. 19
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ilso in the future, the growth will be based on the unity
of guantitative and gqualitative developments of production
results and the unity of cuantity and quality. 1n this dialectic
unity, however, emphasis is shifted eradually to the gualitative
production results. There is a tendency for an increase of their
share in the production growth. In the 1980s compared with the
4970s, an essentially larger part of the economic growth will
depend on improvements in the guality.

Proceeding from the tasks contained in the Directives for
the ¥Five Year Plan 1981 to 1985 and the target to achieve
a hisher degree of upgrading raw materials, qualitatively
better production results, an improved production structure
and the possible development of the raw material and energy
bases, the bigger parts of production increases in chemical
industry, metallurgy, mechanical engineering and electrical
engineering electronics have to be achieved by increases of
use~ values. The report of the SED Central Committee to the
10th Congress says with regard to the tasks of chemical industry
and metallurgy that the path of qualitative prosress must
become the major avenue of the overall raw materials economy
in the GDR. The production of refined rolled steel, for
example, is to be increased from ebout 4.3 million tons in
1980 to about 7.4 million tons in 1985 (17C per cent) - thus
achieving a share of 80 per cent in the overall prcduction
of rolled steel whereas the production of rolled steel is to be
increcsed on_, sligbtly1).

The further upgrading of production increasingly becomes
an indispensable prerequisite and decisive feature of the
economic growth in the 198Cs. It is the most important method
for producing a bigger national economic finished product per

1) See Report of the Central Committee of the Jocizlist Unity

Party of Germany to the 10th 3ED Congress, ibid., p.64




units of raw metericl and enercsy for satisfyini: the demaends

of consumption and productive demands as well es export demards.
It is inconceivable to achieve an annual increase of five per
cent in the dynamic economic growth of the future without
achievins decisive progress in the upgrading of products.
At the same time, this is the major factor in usini- the
intellectual and creative potentiecl of living labour for an
increased national econowic efficiency and hizher performances
more strongly.

hat matters is an uprrading on the vasis of intencilied
qualifications and technolocies, that contributes to
increasing the national economic erficiency to the maximum.
The following processes and relations have to be mastered
when the efficiency potentials o: further uprsrading are to
be fully used and made effective fo~ the economic growth:

- It is not enourh to add new or additional staces of processing
between raw materials aad finished products; the efficiency
effects are only achieved when each new stage of processing
ensures an increase in the use-value that is in line with
the international top level; the task is to realize the unity
of upcrading and qualitative procress.

- Conditions have to be created for ensuring that the hizher
degree of upgrading reflected in an increised use=value per
raw material unit increases far more speedily than the
necessary expenditure of living labour, energy and fixed
assets; higher upgradinc has to be linked with the use of
efficient technclogies and an up-to-date and cfficient
organisation of production.

- lligher upgreding cannot be based on the sgreater utilization
of living labour and fived assets exclusively; it has to Dbe
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based on the greater use znd more comprehensive anplication
of qualified labour in research and developmern®, construction,
technologry and direct production.

Taking these reguiTements into account contritutes to
usin; +the crowth potentials of upsrading more comprehensively,
especially throuch an increased efficiency in the production
and the use of more upgraded vroducts. This is also necessary
for ensuring that labour used for further processed products
is recognized more strongly as socielly necessary labour on
the international markets thus ensuring a more favouratle
export profitability. '

An importznt theoretical and-practical problem in connection
with determining the economic growth is whether the increases
in the cuality of production results are a component of the
economic growth and how far oualitative improvements are
reflected in the growth. rates of production. It is still a
widespread view that qualitative improvements are not part
of the growth but work as additional factors in the satisfaction
of demands. However, we hold that the direct involvement of
qualitative improvements or increased use-,a2lues in the growth
and in the pace of the economic growth is a fact arising from
the view th2t the economic growth is not only the quantitative
increase of production but also an improved satisfaction of
demands with regard to certain production results as a unity
of guantity and gquality. This i1s the result of the genuine
purpose of the economic growth under socialism, that is, the
improved satisfaction of demands. The higher evaluation of
better use-~ values is a decisive prerequisite for reflecting
the real process of growth under the conditions of intensely
extended reproduction. Thus the decisive}y smaller increase in
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natural resources, raw materials and energy resources need

not brin- about smaller growth rates in production but nes

to effecs chanres ir the content of the economic szrowth, in

the relations between quantitavive and cualitetive improvements
of production results. This bringe about higher demands on

the quality of lavour us well as the development and actual
use of the intellectual and creative potentials irherent in

the working people.

As to all these processes of zfualitative developments in
the results of production, one has to take the fact into
account that only an economically realizable improvement of
the quality can be seen as part of the economic growth.
Improved quality parametres of products that do not show any
positive economic cr social results are nc real improvenments
1n the use-value and thus they cannot be designated as components
of the economic growth, .

Summarily it can be stated that qualitative improvements
play a double role for the economic growth. They are an
interral part of the growth of the national income, actually
available for the satisfaction of productive demands and
consumption, or the national economic finished product and
they are expresced in these nationzl economic magnitudes
through the price-output-ratio. On the other hand, they hichly in-
fluence the economic growth in the future reproduction pevridds
through the use of qualitatively improved means of work and
subjects of lebour,

The decisive reserves for an efficient economic crowth in
the 1980s are to be found in improviag the unity of qualitative
and quantitative production results.,

The qualitative improvements have to become efficient, above




all, in such means of work, subjects of labour and consumer
goods that show a hick level of quality or a high international
decree of innovztion. Based on the existence of respective
demands, results of top quality have to cecome increasingly
the major sources of quantitative prpdnction developuents,
The Directives of the Five Iear Flan 1981 - 1985 say that
an especially high increase is to be achieved in the production
of such groups of products and branches that are characterized
by a high degree of upgrading and that are of greest importance
for technological progress and the satisfaction of new demands.
The industrial commodity production under the competence of
the specialized industries is to be increased by 31 to 35
per cent, the growth rates in the following branches and
groups of products are to be above average: finished pharma-
ceutical products for human and veterinary medicine (by
43 to SO per cent), chermical plants (by 65 to 7C per cent),
granulated potaisium fertilizer (by 1CO to 150 per cent),
electrical engineering and electronics (by 56 to 58 per cent),
metal-cutting machine-tools (by 60 to 65 per cent); cold-
forming machine-tools 58 to 62 per cent), packing plants
(1CO to 41C per cent), refrigerators (120 t» 150 per cent)
and gas stoves (by 40 to 50 per cent).

Great efforts have also to be taken in order to improve
the quality of those products characterized by a larre volume
of produnction and export and, owing to the long-term
developments in the domestic and international demcnds, by
a highly dyncmic factor.

“hen economists from socialist countries discuss about
the problems of the economic growth, they attach great
attention to the relations between the growth rates and
fgctors requiring the transition to intensely extended
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reproduction like the improved balancinc of the ccononic
development, the acceleration of innovation processes, improved
and stable inserunational compctitiveness as well as structurczl
adaptation to the changed conditions in the 19E0s.

The major problem is how and on which basis the economic
arowth will be achieved. An econcmic growth based on the

extended use of additional raw matcrials, energy, labour and
investments results in excessive demands, disproportions and
violations of the palancincs of extended reproduction. !nder
such conditions, expenditurcs for the production increases
are too high. Disturbances occur that neratively influence
the efficiency improve-ents and, last not least, the olfactiveness
of the economic growth with a view to a better satisfaction
of demands and the solution of foreign economic problems. A
high economic growth can contribute to the better balarcing
of extended reproduction if e succeed in essentially reducirg
the amount of additiomal resources per unit of production srowth
and, in addition, in releasing labour, specific raw materizls
and energy resources in absolute terms, This will also increase
the e’ficiency of the growth for sctisfying demands ard
solving foreign econoaic problems.,

The relations between the pace of the ecomomic croirth on
the one hand and the dynawics of innovation processes and
structural changes on the other are extremely varied and
differentiated. A high innovetion pace and speedy structural
changes do not bring about hich growth rates sutomatically.
This is shown by the results of economic develobments in ilest
zuropean and Forth American capitalist countries. Two additional
aspects play an important role for the transition to
intensification in the socialist countries: The efficiency
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potentisls of national economic innovation processes are to

be used nore ccnsistently in connection with the production

and application of new technology on the one hand, and on

the other, structural changes of production, based on scientific
and technological proeress and further improvements, cre to

be actually efficient for improvirg the export structures,

the marketable features of products and the profitability

of exports.

The effects of the economic growth on innovation and structurzal
developments cannot be derived from the ratio of increase.
Heither practical nor theoretical proof can bz established
of the assumption that high growth rates must impede scientific -
technological and structural prozress or low growth rates must
have~positive effects. This is shown in the cacitalist world
system when taking the developments in Japan and Great
Britain into consideration. In Japan, the growth rate of
production, that is extremely anizh also for capitalist countries,
has been and continues to be linked with profound processes
of innovation and structural changes. Without these factors,
the high rate of economic devalopment in Japan would not have
been conceivable. Vice versa, the extremely low growth rates
in Great Pritain in the 1970s coincided with decreasing
innovatien and structural adaptation. '

The differentiated de-elopments in the combines in the GDR
clearly show the positive relationships between growth rates,
innovation and structural changes. Combines like Carl Zeiss
- na, Umformtechnik "derbert Warnke" Erfurt, Werkzeugmaschinen-
xombinat "Pritz Heckert" Karl-Marx-Gtadt or the combines
"llikroelektronik" and "Robotron" occupy top positions in the
GDR with regard to scientific and technological developments,




the pace of introcucing innovations into the production
profiles, and zlso exports; for several years, these combines
nave zlso had growth rates in production above averace.

' “hat matters is to improve manarsement, planning aad eccnomic
stimulation in such a manner that scientific and technclogical-
prosress, improved production structures, increased efficiency
and the releace of resources become the indispensable resources
and major bases of a2 hich growth rate. ior this purpose, it is
important, above all, that ctructural changes and the innovation
cf production are not only realised in a higher national
economic output but that they positively influence the long-
tern economic crowth and the better satisfaction of demands
through a highly efficient use of new means of production
and the favourable development of export efficiencye.

e hold that the new tasks arising from the econonmic
development of the GDR can be solved successfully on the
basis of results achieved so far in the industrizal as well
as scientific and technological development of the G2, its
potentials created so far and the re=al possibilities of
exvanding and strenzthening the socizlist economic intezration,.




Table 1

Gross domestic product and nstionsl income (st 1975 prices)

Haticonel income

Gross
Gomestic Per hzad Per emrployee
Year product Total of the in the
populsiion productive
sectors
Million mariks llarks
1S50 62,100 27,310 1,485 4,257
1655 109,190 50,510 2,820 7,321
1560 161,190 71,540 4,14¢ 10,542
1965 205,980 84,760 4,980 12,800
1970 278,080 109,470 6,418 16,324
1971 292,200 114,450 6,708 17,049
1972 309,070 120,930 7,096 18,009
1973 328,590 127,650 7,518 19,015
1974 350,610 135,780 8,022 20,142
1875 370,990 142,370 8,449 21,076
1976 389,130 147,520 8,788 21,678
1977 407,460 155,210 9,258 22,658
1978 424,037 160,760 5,594 23,353
1979 , 439,680 166,900 9,967 24,129
1980 % 457,73C 173,870 10,388 25,082
, 1960 = 4
1950 39 38 36 40
1960 100 130 100 100
1970 173 153 155 155
1974 181 160 162 162
1972 192 169 171 171
1973 204 178 181 180
1974 218 190 193 191
1975 230 199 204 200
1976 241 206 212 206
1977 253 217 223 215
1978 263 225 231 222
1979 / 272 233 240 228
1980 % 284 243 250 238
1970 = 100
1971 105 105 105 104
1972 111 110 111 110
1973 118 117 17 116
1974 126 124 125 123
1975 133 130 132 129
1976 140 135 137 133
1977 147 142 144 139
1978 152 147 149 143
1979 158 152 155 147
19804 164 158 162 154

Source: Statistical Pocket Book of the Germen Democratic Republic
1980, published by the Cential Statistical Board,
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Nstionsl income and net product by brsnches (at 1975 prices)

Industry 1965 1970 1975 1978 1979 1980™
1) 3 _ iiliion merks .

Industr},' 48,3b9 U4,536 853492 98,921 1103 161,] 1091300
Construction 5,956 8,511 10,705 12,036 11,956 12,125
-A- ~ i ! d -~ ” A . o~ - - ” < -~ )
fgiggi‘}rj““ an 13,628 14,462 16,002 45,351 16,163 16,120
Transport, posts and - - — 5 " ~ _
telecommunications 4,485 5,611 i 4200 €,142 8,252 3,510
Domestic trade 12,282 15,878 21,158 23,82< 24,401 25,017
Othexr productive
branches 2,390 3,072 4,(87 . 5,028 5,157 5,430
N¢t product of 3all
branches 87,110 112,170 144,716 163,304 169,540 176,562
Adjustments 2,350 2,700 2,340 2,544 2,640 2,592

Netional income 84,760 109,470 142,370 160,765 166,900 173,370

' 1) As a percentage )

Industry 555 57.5 59.1 SIUN S 61.0 Jh e
Construction 6.8 7.5 7.4 Ted 7.1 3
Agriculture and = - - . =
forestry 15.6 12.9 1.7 9.4 9.5 ot
Trsnsport, posts and
telecommunications 5.1 5.0 et 5.0 4.9 dadd
Domestic trzde 14 ,1 14,2 14 .0 14,6 14.4 14.2
Othcsr productive
branches 2.7 2.7 2.8 3.1 3.1 3.1

et product

of all industxies 100 100 100 100 10C 100
1) Including productive crafts, but excluding building crafts.

b 4 ..
provizionsl dates




Table

Industrial gross production by industrisl brenchus

3

No. Induatfisl Branches 1965 1970 1971 1972 1973 1974 1975 1976 1977 1978 1979 1980
{1960 = 7100)
g inurgy end fuel 124 146 148 149 155 159 167 177 183 193 202 210
2 Chemical industry 146 212 225 243 264 290 315 337 353 371 386 399
3 Metallurgy 122 165 178 190 203 219 230 243 253 262 267 279
4 Building materiels 139 186 198 204 218 243 260 274 285 296 293 291
5 Machines and vehiclss 143 201 211 222 236 251 266 283 299 315 334 358
6 Electronicse, electrical
equipment 157 248 272 298 328 358 386 422 454 490 537 584
7 Light industry (excluding :
the textile industry) 123 165 173 181 194 208 219 233 242 252 262 269
8 Textile industry 113 140 146 154 161 172 181 191 198 206 211 219 !
S Food industry 118 147 156 165 174 183 192 198 204 209 215 220 T
10 Totsl 133 182 192 203 217 233 247 262 274 287 300 314




Tsble 4

Industrial production by branches, 198C

Grose industrisl

Brsnch production

(millions of

Pecrcentsge

Growth of izbour
share in th¢ productivity per

groses indu- worker

marks) constant strisl (1%60 = 100)
prices (1975) oroducticn '
Znergy and fuel 22 256.9 8.3 210
Che¢mical industry 37 082.2 13.8 347
xetallurgy 18 03€.0 6.7 246
Building materials 4 927.8 1.8 277
Vatsr supply 2 067.2 0.8 cos
Machines and vehicles 66 511.0 24.7 290
Llectronics,
electrical eguipmcnt 30 066.8 11.2 395
Light industry
(excluding the
textile industry) 27 633.0 10,1 293
Textile industry 14 634.8 5.4 329
Food industry 46 323.6 17.2 186
Total 268 951.3 100 289







