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About Studies on the DDR

The German Democratic Republic (DDR) was a socialist state 

founded in 1949 as a democratic, antifascist reaction to the 

Second World War. It redistributed land, socialised the me-

ans of production, and collectivised the agricultural system. 

This socialist state established an egalitarian education, he-

althcare, and social system, and guaranteed equal rights 

between men and women. It cultivated friendly and clo-

se-knit economic relationships with other socialist states and 

supported countries ighting for their independence in Latin 

America, Asia, and Africa by showing international solidarity. 

The establishment of a just society based on the principles 

of equality was the DDR’s declared objective. With public 

ownership of the means of production as its foundation, the 

country developed into a powerful and eicient industrial sta-

te that used its economic proit for the beneit of its citizens 

and guaranteed them a life of social security. Ultimately, the 

DDR was extremely successful in realising its main socio-poli-

tical goal: the satisfaction of the growing material and cultu-

ral needs of its people.

 But why bother re-examining the DDR’s achievements, 

principles, and structures thirty years ater its downfall? What 

can we learn from the DDR’s alternative economic practices in 

today’s world, where the triumph of capitalism has exacerba-

ted the problems of inequality and poverty and has resulted 

in more frequent crises? What did socialist democracy really 

look like? What contradictions arose from the everyday ap-

plication of a planned economy? What lessons can we draw 

from the DDR’s ultimate failure?
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With this series Studies on the DDR, the Internationale For-

schungsstelle DDR (International Research Centre DDR) to-

gether with Tricontinental: Institute for Social Research seek 

to encourage a new engagement with the history and prin-

ciples of the DDR. It is our goal to re-evaluate the legacy and 

experiences of this socialist state. For this reason, we use the 

German acronym DDR, or Deutsche Demokratische Republik, 

(English: GDR) speciically because it oten represents a posi-

tive point of reference in many parts of the world and especi-

ally for countries in the Global South.

 This educational series on the socialist agenda and re-

alities of the DDR explores aspects of everyday life, provides 

facts about the country’s social achievements, and examines 

the political and economic foundations of this socialist state. 

By relecting on the lived experiences of daily life, which are 

generally let out of the dominant narrative due to the crus-

hing victory of capitalism and the dominance of the market 

economy, we hope to make a useful contribution to the deba-

te currently taking place within progressive movements. Ater 

all, millions of people around the world are still ighting for 

advancements that were once a given in this socialist system 

but were lost with its downfall.

 This irst publication in Studies on the DDR will briely out-

line the formation of the DDR and its economic circumstances 

from the country’s inception to its end. In order to fully under-

stand the speciic DDR brand of socialism, we must highlight 

the historical conditions from which it emerged. The DDR was 

born in times of crisis in the atermath of a devastating war as 

Germany – the instigator of the Second World War – was divi-

ded in two. It is imperative that we examine the DDR in its re-

lationship to West Germany, which it opposed in the ensuing 

Cold War between the communist and capitalist systems.
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 In 1990, ater the reuniication of Germany, the DDR eco-

nomy was dismantled. It was treated as a shock therapy pro-

totype for the austerity measures that were soon imposed on 

other countries – and not just the former socialist states. At the 

same time, the DDR was politically, judicially, and morally de-

legitimised. The publications in this series are a rejection of 

the narrative propagated by enemies of socialism, both new 

and old, that the downfall of the DDR proves the inevitable 

failure of socialist policy and economy. By depicting the re-

alities of life in the DDR and by airming the experiences of 

DDR citizens, we hope to remind the reader that alternatives 

to capitalism did and do exist. 
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Risen from the Ruins

With the victory of the anti-Hitler coalition and the defeat of 

German fascism on 8 May 1945, a new international balan-

ce of power was reached. One of the four victorious powers 

coming out of the Second World War was the Soviet Union, 

which had been a socialist society since the 1917 October Re-

volution. The country consistently implemented the joint de-

cisions of the allied powers for the creation of a democratic 

Germany in its own occupation zone. 

 In the wake of the dissolution of the anti-Hitler coalition 

and the beginning of the Cold War between the Eastern and 

Western Blocs, two German states emerged. In 1949 the Fe-

deral Republic of Germany was founded, a bourgeois parlia-

mentary democracy in whose state apparatus and economy 

perpetrators of the Nazi dictatorship assumed inluential 

positions. In the same year, the founding of the German De-

mocratic Republic as an antifascist-democratic state heral-

ded a complete break with the imperialist past in East Ger-

many. Its alternative concept of social order was inspired by 

the Soviet Union, but the construction and design of the new 

state was in the hands of German communists who had le-

arned many lessons from the two world wars. 

German Imperialism in the Twentieth Century

During the First World War, the highly industrialised and eco-
nomically prosperous German Reich had already started to 
divide up the world and secure markets and raw materials 
for itself. It had also joined in on the colonial practices of other 
European powers, exploiting and oppressing people on the 
continent of Africa as well as in Asia and Oceania, ighting 
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and even committing genocide against the Herero and 
Nama people in what is today Namibia. 

 The First World War ended in 1918 with the November Re-
volution, when workers and soldiers wiped out the monarchy 
in Germany. This led to the establishment of a parliamentary 
republic and brought an end to Germany as a colonial po-
wer. Though the German emperor was ousted, the generals 
remained; it was only later, when the Nationalist Socialist 
German Workers’ Party (NSDAP) was formed, that the reac-
tionary elite of the politically and economically unstable re-
public eventually saw that their time had come. The Party’s 
goals were fully in line with the expansionist interests of Ger-
man monopoly capitalism, the large-scale landowners, and 
the military.
 
 In 1933, the National Socialist Party took over the gover-
nment with Adolf Hitler as its leader. Within a few months, the 
fascists set up a dictatorship that annihilated internal political 
opponents by banning political parties and trade unions and 
imprisoning communists and trade unionists. They took away 
the rights of the Jewish, Sinti, and Roma people as well as ho-
mosexuals, Jehovah’s Witnesses, and people with disabilities 
and began to systematically murder them. With an enormous 
military armament programme, Hitler initiated preparations 
for a war that would allow German imperialism to achieve 
world domination, conquer territory in the east for ‘members 
of the German nation’, and obliterate the ‘Bolshevik subhum-
ans’. 
 
 The Second World War began in Europe with the German 
Wehrmacht’s attack on neighbouring Poland on 1 September 
1939, driven by the German Reich and its axis powers Italy 
and Japan. This war was waged by systematically destroying 
and liquidating civilian populations – such as twenty million 
Chinese people in Manchuria and six million Jews in Europe 
– in the most brutal of ways. Soldiers from the colonies of the 
allied forces were also among the overall seventy million kil-
led during the Second World War. Great Britain in particular 
recruited soldiers from its colonies, whose participation in the 
ight against fascism is largely rendered invisible to this day. 
Two years ater the beginning of the war, the anti-Hitler co-
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alition was formed by the major powers of the Soviet Union, 
Great Britain, and the United States to ight as an alliance 
against fascist aggression. The Soviet Union, however, bore 
the brunt of the war: two thirds of the fascist divisions were 
concentrated on the Soviet-German front, and it was here 
that the most decisive battles were fought. The Wehrmacht 
and the Schutzstafel (SS) were relentless in carrying out the 
order to destroy the conquered territories all throughout Eas-
tern Europe. This scorched earth tactic let behind destruction 
on an unimaginable scale: in the USSR alone, over 70,000 
villages and towns and 32,000 industrial facilities were ra-
zed to the ground. More than 26 million Soviet citizens were 
murdered during this brutal campaign of destruction.
 
 Ater the Red Army troops fought the Battle of Berlin, the 
Wehrmacht was forced to surrender unconditionally on 8 
May 1945. This marked the defeat of Nazi Germany and the 
Second World War came to an end on the Western Front. Ho-
wever, this did not necessarily mean that the war was over 
in other regions. In Asia, for instance, the Second World War 
had begun as early as 1937 with Japan’s war against China in 
occupied Manchuria, but it did not end in 1945 with the drop-
ping of the atomic bombs on Hiroshima and Nagasaki by the 
US. 
 
 Instead, the end of the war in Europe gave the British, 
the French, and other colonial powers the ability to focus on 
crushing independence movements in their colonies. France 
did this, for example, with bloody massacres in Algeria and 
with its war against Vietnam, which had been proclaimed in-
dependent by Ho Chi Minh in 1945 ater the surrender of the 
Japanese occupying forces. The United States not only conti-
nued this war, but also resumed opposition against the parti-
sans ighting in the Philippines who had continued to resist the 
Japanese occupiers for three years ater U.S. forces withdrew 
in 1942. They were now facing their old colonial rulers once 
again. However, there were also instances in which coloni-
al powers that had been weakened by war withdrew from 
their colonies, opening up new possibilities. India, for examp-
le, won its independence in 1947, and in China, the civil war 
ended in 1949 with the victory of Mao Tse-tung’s revolutionary 
People’s Army over Chiang Kai-shek’s troops. 
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By April 1945, troops of the anti-Hitler coalition had liberated most of the territories occupied by the fascist Wehr-
macht. The Red Army opened its ofensive on the capital of the German Reich and the ierce ‘Battle of Berlin’ ended 
with the complete military defeat of Nazi Germany. This photograph shows two Red Army soldiers in the Reich 
Chancellery, Hitler’s last command post. At their feet lies the toppled symbol of fascist power, the imperial eagle 
above the swastika.
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In Germany, the main allied powers of Great Britain, the So-
viet Union, the United States, and France created four occu-
pation zones when the war ended, following the agreements 
of the anti-Hitler coalition. These zones divided Germany – as 

well the capital, Berlin, which was located in the 
Soviet occupation zone – into areas subordina-
te to the respective victorious powers. The heads 
of state of the victorious USSR, the United States, 
and Great Britain met in Potsdam in July 1945 to 
discuss how to proceed with the defeated Ger-
many and debated the future of the country. 
Their decisions, backed by France, were aimed 
at weeding out German fascism by its economic 
and ideological roots, preserving Germany as 
a uniied whole, and establishing it as a neutral 
zone. The basic political principles that guided 
the allies are referred to as the ‘Four Ds’ of the 
Potsdam Agreement: 

1) Denaziication measures sought to remove   
 all Nazis from relevant positions and punish  
 war criminals. 

2) Demilitarisation sought to completely 
 disarm and destroy the German arms industry. 

3) Decentralisation sought to crush the 
 concentration of economic power among 
 monopolistic businesses. 

4) Democratisation sought to restructure 
 public life. 

The Soviet Union knew that it had to ensure 
that there would never be another war waged 
against them by the Germans, but preventing fu-
ture German aggression was also in the interests 
of the Western allies. Realistically assessing its co-
alition partners, the Soviet Union was not yet ai-
ming for its occupation zone to be reconstructed 
according to socialist principles. Its goal was to 
create a demilitarised, civil-democratic republic 

Ater the unconditional surrender of the 
German Wehrmacht on 8 May 1945, the 
victorious powers of the anti-Hitler coaliti-
on assumed sovereignty over the German 
Reich. As agreed at the Crimea Conference 
of the Allied heads of state (Stalin, Churchill, 
and Roosevelt) in February 1945 and as 
stipulated in the Potsdam Agreement in Au-
gust later that year, Germany was subse-
quently divided into four occupation zones, 
as shown in this map. 
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that lived in peace with its neighbours and was not involved 
in any confederation. This was intended to create a non-
aligned, neutral state as a bufer zone to Western Europe.

 While the Soviet occupation 
zone began implementing the 
Four Ds, the Western zones only 
partially kept the agreement. The 
joint decisions that had previous-
ly been agreed upon became a 
nuisance, especially when they 
interfered with issues of private, 
capitalist ownership. Adherence 
to the Potsdam Agreement thus 
became a red line between the 
diferent zones. In the East, lar-
ge companies were transferred 
to public ownership, and Nazi 
war criminals were dispossessed 
of their property, convicted, re-
moved from all institutions, and 
excluded from assuming import-
ant positions in society. In contrast, 
Western allies forbade expropri-
ation initiatives, and the West de-
pended on the Nazis as seasoned 
‘experts’ for which they were eco-
nomically rewarded in the form of 
relevant employment. Large busi-
nesses that had previously helped 
the fascists take power were let 
untouched, as were positions of 
economic power within German 
monopolies. 
 

 Though all of the occupying powers at the Potsdam Con-
ference had made demands to disempower monopolies and 
large corporations, these demands were only met in the Sovi-
et Occupation Zone, where around 10,000 businesses were 
expropriated without compensation. These enterprises beca-
me the property of the people and formed a publicly owned 
production sector alongside the remaining private capitalist 

In 1962, the Democratic German Report, an English-lan-
guage journal based in the DDR, published a map listing 
the countries in which former members of the Nazi party 
were working as ambassadors for the Federal Republic of 
Germany. Despite the end of the Third Reich’s reign of terror, 
the ‘old elites’ quickly re-emerged in the young Federal 
Republic. Functionaries of the Hitler regime were appointed 
to inluential positions in the judiciary,  universities, the army, 
and corporations. 
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enterprises that supplied about a quarter of the country’s to-
tal industrial production.

 Meanwhile, in the West, the political and military agen-
da was to safeguard the interests of big business in the three 
Western occupation zones and to secure the global pow-
er of the United States on the European continent. Towards 
this end, the U.S. military concocted a frightening narrative 
of communist world domination. A war with the Soviet Union 
was as good as certain and a test of power was imminent. 
In March of 1946, British politician Winston Churchill was al-
ready redeining the new spheres of inluence and began 
to speak of the ‘iron curtain that [had] descended across the 
continent’, drawing a line ‘from Stettin in the Baltic to Trieste in 
the Adriatic’. The Cold War between the Western powers and 
the Eastern Bloc had begun. 

 U.S. President Truman terminated the war coalition with 
the Soviet Union one year later. The deeply rooted political 
and economic conlicts that ensued led to the dissolution of 
the anti-Hitler coalition and subsequently to the establish-
ment of two German states: a capitalist state on the one hand 
and, on the other, a state that prepared the ground for so-
cialism by expropriating private capital. In 1948, the Western 
European states of France, Great Britain, Belgium, the Nether-
lands, and Luxembourg founded the Brussels Pact, which was 
then presented as a mutual assistance pact against renewed 
German aggression. In 1949, the North Atlantic Treaty Orga-
nization (NATO) came into being ater ‘requesting’ military 
assistance from the U.S.; with this development, the U.S. se-
cured its ability to act in Europe against the alleged military 
threat from the Soviet Union.

 In the West, the conservative middle-class political parties 
pushed for the establishment of an independent state in the 
interests of the private sector and corporations; such a state 
could only be capitalist. In 1948, the Western Allies created a 
‘trizone’ out of their occupation zones and divided Germany 
with a currency reform. The introduction of a new currency 
tied to the U.S. Dollar, the Deutsche Mark (DM), established an 
economic area based on capitalist principles, from which the 
Soviet Occupation Zone was excluded. The Trizone became 
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a West German separatist state 
in May 1949 with the founding of 
the Federal Republic of Germa-
ny (FRG), also referred to as West 
Germany.

 The West German economy 
recovered quickly from the ater-
math of the war through the mas-
sive accrual of capital under the 
U.S. Marshall Plan (an investment 
program for the reconstruction 
of Europe). It was not long befo-
re West Germany had grown into 
the strongest economic market 
on the continent. With its rearma-
ment and the establishment of 
an army under the leadership of 
hundreds of former Nazi military 
members as well as its entrance 
into the NATO military alliance, 
West Germany became a Euro-
pean outpost and protector of 
U.S. hegemony. From the moment 
it came into existence, it was one 
of the most important centres of 
action in the Cold War against the 
socialist states. 

New Antifascist Democratic 
Beginnings in the Soviet Occu-
pation Zone

Ater the Second World War ended, the Allied Control Coun-
cil, made up of the commanders-in-chief of the armed forces 
of the four winning powers, took over governance in Germa-
ny. Orders and directives were carried out at the discretion of 
the commander-in-chief of each respective occupation zone. 
Each occupying force also had the right of veto, which allo-
wed them to choose their own path. 

Ater the end of the war, Berlin was divided into four 
sectors and placed under the control of the British,
 American, French, and Soviet occupying powers. Free 
movement within the city was permitted until August 1961, 
when the construction of the Wall brought westward 
migration to an end.
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 The Soviet Union did not export the Soviet system to its 
zone of occupation when it liberated Germany from fascism; 
rather, it placed the building of an anti-fascist democratic sta-
te in the hands of German communists. As early as June 1945, 
newly established antifascist democratic parties, unions, and 
mass organisations began operations with permission from 
the Soviet Military Administration in Germany (SMAD). In 1943, 
a number of German communists in Soviet exile had founded 
the anti-Nazi ‘National Committee for a Free Germany’ with 
German prisoners of war. With the end of the Second World 

War, several of the committee’s 
campaign groups returned to 
Germany to help reorganise pub-
lic life and build German adminis-
trative bodies in accordance with 
the decrees of the SMAD. Some of 
the committee’s members took on 
key roles in the Communist Party 
of Germany (KPD). 

 In their Appeal to the German 
People for the Construction of 
an Anti-Fascist-Democratic Ger-
many from 11 June 1945, the KPD 
called on the German people to 
lead the ‘ight against hunger, un-
employment, and homelessness’ 

and to change the previous ownership structures to ‘protect 
the workers against unbridled entrepreneurialism and exces-
sive exploitation’. By joining all democratic forces, the KPD, 
together with the other newly formed parties, created an 
antifascist democratic bloc. In 1946, the two workers’ parties, 
KPD and SPD (Social Democratic Party of Germany), united to 
form the Socialist Unity Party of Germany (SED), the leading 
political party in the Soviet Occupation Zone, and later in the 
DDR. This resolved a decades-long schism within the working 
class, which had undermined its ability to ight against the 
existing ruling order.

 In 1945, land reform was launched in the DDR and the feu-
dal Junkers (landed nobility with immense property holdings 
who had held signiicant power in the Prussian-German mi-

Everyone likes a roof over their head   
so advice to construction isn’t bad.   
For our own good cause we must create, 
at very irst a brand-new state.   
Gone with the rubble, something new be built! 
For ourselves only we must care  

and come right at us, those who dare. 

Excerpt from ‘Construction Song’ (1948) by 
communist writer Bertolt Brecht (1898–1956):

“
„
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litary) had their land expropriated without com-
pensation. Estates of more than 100 hectares, as 
well as the properties of all Nazis and war crimi-
nals, were transferred to a state land trust. More 
than half a million agricultural workers, resett-
led individuals, and landless farmers received a 
piece of property to call their own from this trust.

 In autumn 1945, the German Central Adminis-
tration for National Education was established 
at the behest of the SMAD. Its task was to create 
antifascist, secular, and socialist education and 
school systems. A comprehensive state school 
system was created that granted the equal right 
of education to all children for the irst time ever. 
Teachers who had ties to the Nazis were ired 
from their positions and, in a very short time, 
around 40,000 young people who had not 
been tainted by the fascist system were trained 
to become new teachers. 

The Establishment of the DDR 

The newly established Federal Republic of Ger-
many declared itself the only successor of the 
German Reich and the true representative of all 
Germans. This included the claim to areas east 
of the Oder and Neisse rivers in today’s Poland, 
which had been part of the German Reich. Af-
ter the end of the war, these areas were placed 
under Polish administration and the new border 
was then decided in the Potsdam Agreement. 
However, the border was not recognised by West 
Germany, which maintained its nationalist claims. 

 Meanwhile, in East Germany, the administrati-
ve functions that were initially carried out by the 
Soviet military authority were transferred to the 
newly founded German People’s Council. Shortly 

ater the foundation of the FRG, the German People’s Council 
met in the Soviet Occupation Zone on 7 October 1949 and 

In accordance with the resolutions of the 
Potsdam Conference, provincial and state 
administrations in the Soviet Occupation 
Zone issued decrees to disempower and 
expropriate major corporations and large 
landowners. This poster from June 1946 
encourages participation in a referend-
um concerning the Law on the Transfer of 
Enterprises Owned by War and Nazi Crimi-
nals to the Property of the People.
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founded the German Democratic Republic (DDR). In its irst 
statement, the new republic expressed a commitment to pe-
ace, social progress, and friendship with the Soviet Union and 
all peace-loving states and movements. 

 The new state deined itself as a state of workers and 
farmers and political power was held by the working class 
and its leading party, the SED. The National Front, a coaliti-
on of parties and mass organisations, ensured that all social 
groups would have inluence on and participate in political 
processes. The DDR’s irst constitution enshrined the achie-
vements of the antifascist democratic revolution. It declared 
that the working class and its allies should exercise state po-
wer; that monopolies and large-scale land ownership should 
be abolished; that a national people’s economy should be 
created; that all citizens should have the right to employment 
and education; and that women should have equal rights. 
Promoting peace and international friendship became the 
guiding principle of state policy. As expressed in the DDR’s 
national anthem written by the poet Johannes R. Becher: 

 Risen from the ruins 
 And facing the future, 
 ... 
 The whole world longs for peace,
 Extend your hand to the people of the world.

Creating an eicient and powerful economy, however, posed 
an existential challenge for the new state. An initial ive-year 
plan projected an increase in the labour productivity of sta-

The German People’s Council

The German People’s Council was a political committee and SED initiative that was composed of 
representatives of the various parties and mass organisations in the Soviet Occupation Zone in 1947. 
It was organised similarly to a parliament and a special committee in the People’s Council drew up 
the drat of a constitution. The People’s Council convened at the Congress of the People on 7 October 
1949 and established itself as the provisional Volkskammer (DDR People’s Parliament); in October 
1950, the irst vote was held. The Volkskammer would remain the parliament of the DDR and the 
country’s highest constitutional body until 1990. 
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te-owned enterprises, a doubling of industrial production, 
and an increase in the amount of state-owned property. The 
remaining 17,500 private capitalist enterprises were inclu-
ded in the economic development plan via economic, inan-
cial, and tax policies. This irst ive-year plan helped the DDR 
switch to long-term socialist economic planning and laid the 

This photograph shows a mass rally with the Free German Youth that marked the founding of the German 
Democratic Republic in the Soviet occupation zone. Six months before that, in May 1949, the Federal Republic 
of Germany had been founded on the territory of the three western occupation zones. The DDR broke with 
Germany’s imperialist past, deined itself as a workers’ and farmers’ state, built socialism, and integrated itself 
economically and militarily into the Eastern Bloc alliances. 
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groundwork for the development of a socialist 
system, which it inally adopted in 1952.

 In 1950, the DDR joined the Council for Mutual 
Economic Assistance (RGW/COMECON), which 
had been founded in Moscow the year before. 
The council was a coalition for economic coope-
ration established between the Soviet Union and 
the new people’s democratic states of Poland, 
Hungary, Bulgaria, Romania, and Czechoslova-
kia, and it was later joined by other states, inclu-
ding Cuba and Vietnam. Its economic conditions 
were determined not by capitalist market com-
petition, but by socialist cooperation. The goal 
of COMECON was to create a shared zone for 
the people’s democracies and to coordinate 
their national economic plans. Their economic, 
scientiic, technological, and cultural cooperation 
was settled in numerous bilateral agreements. In 
the same year, the DDR recognised the border 
between Germany and Poland along the Oder 
and Neisse rivers as a permanently valid ‘peace 
border’ as stipulated in the Potsdam Agreement. 
In doing this, the country took an important step 
towards reconciliation with their former enemies 
and – unlike West Germany – gave up all claims 
to the former eastern territories of the Third Reich.  

 By the mid 1950s, both German states were 
integrated into the Eastern and Western Blocs re-
spectively. This alliance system inluenced each 
country’s economy, politics, and military. In 1955, 
the DDR became a member of the Warsaw Trea-
ty, the military alliance of Eastern Bloc states and 
a mutual assistance pact between socialist states 
that was exclusively defensive in nature and held 
peace in Europe as its primary goal. During this 

arms race forced by the West, the DDR – as a borderland to 
Western Europe – was a highly sensitive area for the threat 
of a potential war, sitting at the forefront of the systemic con-
frontation between communism and capitalism.

This twenty-ith anniversary stamp of the 
Council for Mutual Economic Assistance 
(COMECON) depicts the lags of its mem-
ber countries, including the Mongolian 
People’s Republic (in 1962) and Cuba (in 
1972). To strengthen the Eastern Bloc’s 
economic cooperation and power, socialist 
states created COMECON in 1949. Its aim 
was to achieve efective specialisation and 
division of labour, as well as the gradual 
alignment of the very diferent economic 
conditions of its member states. The foun-
ding countries included the Soviet Union, 
Poland, Romania, Bulgaria, Czechoslova-
kia, and Hungary. The DDR joined in 1950. 
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A Good Economy – but for Whom?

Economic success is generally measured by revenue and 

proit. Although these metrics were important for the DDR, 

they were not at the heart of its economic policy. The coun-

try’s production goal was to constantly improve the people’s 

living and working conditions, not to help the rich and private 

landowners increase their proits. The fact that the DDR cared 

about and spent billions on social issues such as housing, ho-

liday leave, childcare, and healthcare is simply unfathomable 

in today’s neoliberal, proit-oriented paradigm. The econo-

mic history of the DDR shows us what it looks like when the 

needs of the people are given iscal priority.

The Starting Point for the East German Economy ater 1945

At the end of the war, more than a quarter of all homes in East 
German cities had been destroyed or rendered uninhabita-
ble by allied airstrikes. The use of infrastructure, and thus the 

DDR citizens lived in a country that kept peace and pursued peaceful policies. At the 
same time, they were citizens of a German state that waged war. … The fall of the 
Berlin Wall marked the end of the longest peaceful period that Europe had ever ex-
perienced. Just a few months later, conlict returned to a continent that had been free 
of the torments of war since 1945. The border between the two German states was 
gone, but … the triumph of bourgeois democracy mostly just created new borders. 
Borders that did not previously exist between the Czechs and the Slovaks or between 
the peoples of the former Yugoslavia, not to mention the borders that today traver-
se the former Soviet Union. Many violent conlicts and tens of thousands of deaths 
resulted from these new boundaries. In 1990, the post-war period ended for the East 
Germans, and a new pre-war period began.
 
– Matthias Krauß, East German journalist, 2018 

“

„
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supply of raw materials and food, was dramatically limited 
by the destruction of roads, railways and bridges. In additi-
on, huge assets were taken to West Germany as company 

owners and senior employees of 
the former Nazi state led to the 
Western zones in order to escape 
punishment or expropriation.
 
 In violation of the decisions 
of the Potsdam Conference, the 
Western occupation zones soon 
stopped reparations payments 
to the Soviet Union, which, as the 
country most damaged by the 
war, had to withdraw these re-
sources from its own occupati-
on zone. Two thousand and four 
hundred East German compa-
nies were dismantled, including 
almost the entire motor vehicle 
industry and more than half of 
the electrical and iron industries, 
as well as the heavy machinery 
and construction industries, and 
everything was relocated to the 
USSR. To supply the population in 
its own country, the Soviet Union 
also took goods that had been 
produced in the Soviet Occupa-
tion Zone that were supposed to 
provide for the people of DDR. All 
in all, seventy percent of pre-war 
industrial capacity was no longer 

available, which meant that living standards and productivity 
in the East were only nearly half of what they were in the West.

 In the irst eight years ater the war, almost a third of all 
East German production was prevented from contributing to 
the country’s own economy as a result. Additionally, inequa-
lities in industrial capacity that had been passed down from 
before the war only became greater with the division of Ger-
many. Machine production for mining as well as steel found-

The peace-seeking youth of the world convened in the war-
torn city of Berlin for the Third World Festival of Youth and 
Students in 1951. This photograph shows visitors gathering 
to attend the festivities at Alexanderplatz, a public plaza in 
the city centre that had been destroyed by the war.  In 1979, 
almost thirty years later, the chairman of the World Peace 
Council, Romeh Chandra, bestowed the honorary title ‘City 
of Peace’ upon Berlin. 
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ries and mills were located in West Germany. In fact, the entire 
raw materials industry, including the coal and steel industry, 
was located there, leaving the Soviet Occupation Zone/DDR 
completely cut of from all of these resources. This situation 
put planners in the East German economy at a disadvantage, 
which they sought to compensate for by increasing producti-
vity. 

 Without interruption, great eforts and many privations 
on the part of the population were necessary to build up the 
economy. The DDR rebuilt its own heavy industry from the 
ground up, and in record time. As a result, the production of 
daily necessities such as clothing and food items initially took 
a back seat. It was not until 1958 that the country could stop 
rationing its food supply; these were among the hardships 
caused by the war.

 Little by little, West Germany cut of the intra-German tra-
de that was so important for the DDR. Even when individual 
companies still managed to conduct business with the DDR, 
West German authorities levied a variety of sanctions against 
them, and loans were withdrawn or special taxes were char-
ged. However, most disruption tactics focused on sabotaging 
contracted delivery quotas and interrupting deliveries. The-
se measures threw sand in the gears of intra-German trade, 
destroying the DDR’s only possibility for obtaining raw ma-
terials and durable equipment that their partners in Eastern 
Europe could not produce because of their own economic 
hardship. Moreover, West German companies traditional-
ly manufactured products that were custom tailored to the 
needs of East Germany; only these companies were able to 
produce to the same standard of goods and ofer duty-free 
deliveries of goods from nearby. There was no duty to pay 
because West Germany did not recognise the DDR as a state 
and therefore not as a foreign country either. In this way, West 
Germany’s exclusive mandate policy functioned as a lever of 
economic extortion. 

 With only seventeen million inhabitants, the DDR was a 
small country that could only compete in science and tech-
nology by partnering with experts internationally. However, 
the Cold War and embargo policy prevented them from par-
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ticipating in specialised and cooperative projects around the 
world. This is precisely what happened when the Coordina-
ting Committee for Multilateral Export Controls (CoCom), led 
by the United States starting in 1949, blocked the export of 

Western technology into the Eas-
tern Bloc. This prevented the East 
from having a part in technolo-
gical advances and from hiring 
international labour in the ields 
of science, research, and de-
velopment. The DDR would requi-
re immense resources as well as 
both scientiic and technological 
development in order to ill in the 
gaps that these embargo measu-
res let in the country’s economy.

 West Germany developed gui-
delines in the mid-1950s through 
the Hallstein Doctrine to economi-
cally isolate and further weaken 
the DDR. Every oicial recognition 
and establishment of diplomatic 
relations with the DDR was to 
be understood as an ‘unfriend-
ly act’. Any state that questioned 
West Germany’s exclusive right to 
the sovereign representation of 
Germany was threatened with a 
variety of economic and political 
sanctions and the breaking of di-
plomatic ties. The Hallstein Doc-
trine became a huge impediment 
to trade: DDR passports were not 
recognised; diplomatic relations, 
embassies, and trade and pay-
ment agreements were forbid-
den; and a restrictive licensing 
policy was imposed. 

 West Germany’s unchecked access to raw materials and 
assets from the war, combined with its refusal to make re-

This image features the standardised system of electronic 
computers being developed and manufactured at the VEB 
Kombinat Robotron in Dresden. Changes in technology in 
the 1960s posed new challenges for the DDR’s economy. 
Head of state Walter Ulbricht consequently declared the 
mastery of the scientiic-technical revolution as a funda-
mental task for the DDR. Six socialist states subsequently 
worked together in the research and production of powerful 
computing systems within the COMECON framework of the 
Uniied System of Electronic Computers (also known as ES 
EVM). The West’s embargo policy forced the COMECON 
states to produce their own microelectronic base at incre-
dibly high costs. 
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parations payments, gave the country a fundamentally dif-
ferent economic starting point ater the war. This structural 
advantage could be seen through the West’s decisive indus-
trial locations, considerably lower reparation payments, and 
unhindered access to raw materials. In addition, the United 
States pumped capital into the Federal Republic, providing 
for a quick resuscitation of the economy and better conditions 
for the West German people. This inequality also led many 
people to emigrate from the East to the West. Fity percent of 
those who let were young and highly qualiied. In the 1950s 
alone, a third of all academics let the DDR. This was an enor-
mous loss, as their education had been inanced by the state 
they were leaving and they were urgently needed to rebuild 
the country. With the construction of the Wall in 1961, the DDR 
leadership sealed of the route via West Berlin into West Ger-
many and stopped further emigration.

The DDR’s Economic Achievements

In the 1950s, the large gaps in the production chain caused 
by the war and reparations continued to loom over the DDR’s 
economy. The economic isolation of the DDR led to pragmatic 
choices: if there was no iron coming from the West, then it had 
to be mined locally, no matter how poor the quality or how 
expensive it was to produce. If no coal or oil was available, 
then they used the only thing let: brown coal. Brown coal, or 
lignite, was the only raw fuel that was available in the East in 
signiicant quantities. Though using it was not environmentally 
friendly, there was no alternative due to external circumstan-
ces. The creation of the DDR’s own iron, steel, and machine 
industries as a basis for its industrial development was the 
main focus of development in the DDR’s early years. The irst 
Five-Year Plan therefore envisaged doubling industrial pro-
duction between 1951 and 1955.

 The enormous factories that were built all over the repu-
blic as a result brought young people into previously spar-
sely settled regions. New villages and towns were built and 
became home to thousands of people. In forty years, the DDR 
fundamentally changed the face of the formerly underde-
veloped agricultural region of East Germany. With the gradu-
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al stabilisation of the East German economy and 
the growth of production, the country was able to 
attract an ever-increasing volume of investment. 
In the years between 1950 and 1960 alone, this 
volume increased more than three-fold.

 The DDR also had the ambitious goal of over-
coming the economic and social diferences 
between the northern and southern regions and 
eradicating the inconsistencies between urban 
and rural industrialisation. The degree of indus-
trialisation in the south was signiicantly higher 
than in the north. In order to reconcile the dispa-
rity between urban and rural areas, the DDR de-
veloped a new agricultural system, which was 
characterised by land reform and the collecti-
visation of the means of agricultural production. 
The country soon began to develop and expand 
its energy-producing regions in traditionally ag-
ricultural areas and built large-scale industrial 
plants which at the time were among the most 
modern in Europe. It also built new power plants, 
including the largest lignite reining plant in Euro-
pe in 1955. 

 Modern production centres increasingly ch-
anged the face of regions that previously had 
barely been able to feed their impoverished po-
pulations. On the Baltic coast, for example, the 
development of the maritime and port industries 
accelerated and the ishing and shipbuilding 
industries became the driving force in the regi-
on. Large ish processing plants and suppliers 
for ship construction and maintenance were set 
up while imported goods underwent industrial 
processing. As port facilities steadily grew, these 
advances boosted trade in the region and the 
northern regions were able to catch up with the 
rest of the country.

 Even though the DDR started out with unfa-
vourable conditions and many structural di-

This photograph shows the arrival of wor-
kers from the city carrying a banner that 
reads ‘Colleagues from the Karl Liebknecht 
Berlin transformer factory are helping the 
irst production cooperative with the har-
vest!’ The 1945/46, democratic land reform 
in the Soviet Occupation Zone secured 
food supplies in the dire post-war period 
while also fundamentally changing the 
system of land ownership in East Germany. 
Roughly 560,000 small farms emerged 
from the redistribution scheme, but they 
were oten poorly equipped and supplied. 
Urban industrial and crat enterprises 
stepped in to help with the harvest in the 
emerging agricultural cooperatives. 
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sadvantages, the country achieved an average economic 
growth of 4.5 percent in its forty years of existence. Despite 
this, it still generally lagged behind West Germany. Back then, 
as today, the failure of the planned economy was cited by the 
West as the reason for this shortcoming. This perpetuates the 
myth that there is no alternative to the market economy. The 
available igures, however, force us to question this narrative; 
at no point in the forty years of the DDR’s existence did eco-
nomic growth stagnate or decline, despite uneven starting 
conditions.

 The country also had a considerable capacity for rese-
arch and development. For every 1,000 industrial workers, 
twenty-three were employed in these ields, putting the DDR 
on par with other Western industrialised countries. Although 
more funds were available for research in the West, DDR re-
search still registered 12,000 patents in 1988 –  the seventh 
largest amount worldwide. As a result, the DDR was able to 
increase its industrial production by a factor of 12.3 by 1989 
and quintuple its gross domestic product to 207.9 billion eu-
ros in today’s terms, making it one of the iteen leading indus-
trialised countries in the world at the time.

 Half of the DDR’s national income was generated by fo-
reign trade. In 1988, the DDR exported and imported two-
thirds of its goods to and from the socialist economic zone 
and to a total of over seventy states, with West Germany as 
its largest western trading partner. Such a high volume of ex-
ports was a sign of considerable integration into the world 
of international trade, making the DDR the sixteenth largest 
producer of exports globally and tenth largest in Europe. Th-
rough determined economic planning, it proved possible to 
keep imports and exports in balance throughout the forty ye-
ars of the country’s existence.

 The East German Mark (Mark der DDR) was a domestic 
currency that was not convertible in foreign trade or interna-
tional travel. In order to get freely convertible currency, which 
the country urgently needed for purchases on the world mar-
kets, the DDR oten sold its goods at excessively low prices 
below their actual value. This led to an arrangement in which 
West Germany would supply the DDR with large quantities of 
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chemical and other raw materials (coal, coking coal, crude 
oil) and then buy reined products (motor gasoline, heating 
oil, plastics) cheaply. Incidentally, the environmental impact 
of these reining processes was absorbed by the DDR. 

 In order to improve the foreign exchange situation, nu-
merous state-owned companies in the DDR were commis-
sioned from the 1970s onward to manufacture products for 
Western companies under the Permitted Production scheme, 
in part by using raw materials supplied by the West. This al-
lowed Western companies to proit from the low wages in 
the DDR, though it is futile to compare wages in the East and 
West without taking into account factors such as the ‘second 
pay check’ provided to DDR citizens in the form of subsidised 
prices for rent and basic foodstufs as well as free social ser-
vices.

 The DDR used the money from its exported products to 
pay for both the import of crucial raw materials as well as 
for the construction of modern facilities needed to build up 
its economy. It constructed these facilities with the help of ca-
pitalist trading partners, though these foreign partners did 
not receive a inancial share in the constructed facilities, as is 
customary with capital exports. This prevented foreign capi-
tal from gaining a foothold in the DDR.

The DDR’s Internationalism

Even as the DDR’s reputation as a reliable and fair economic 
partner grew worldwide, it was still denied international le-
gal recognition outside of the socialist bloc countries up until 
the early 1970s. The DDR’s support for liberation movements 
against colonial powers – i.e. for national movements against 
post-colonial dependence and imperialistic intervention in 
former colonies – ensured growing sympathy in developing 
countries where the DDR made a name for itself as a champi-
on in the ight against neo-colonialism and imperialism. Wes-
tern foreign policy was comparatively anachronistic: colonies 
were held onto with an iron grip; apartheid regimes were 
maintained; the fascist remains of Salazar’s Portugal and 
Franco’s Spain were supported into the 1970s; there were 

This DDR stamp from 1981 
shows solidarity with the 
anti-imperialist liberation 
movements. Stamps in the 
DDR oten featured motifs 
dedicated to revolutionary 
events, anti-fascism, and 
international solidarity. The 
West German postal service 
refused to deliver letters 
carrying certain stamps, such 
as those from the ‘Invincible 
Vietnam’ series. Conversely, 
the DDR postal service, as 
well as those of other socia-
list states, refused to forward 
mail carrying stamps with 
revanchist themes. 
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constant attempts to install dictatorships and puppet regimes 
in former colonies and dependent territories; and constructs 
such as ‘South Vietnam’ were enforced through mass murder. 
Western States secured their temporary and bloody victories 
in ways that had very little to do with democracy, freedom, 
and human rights – even according to their own standards.

 In contrast, the DDR supported a number of liberati-
on movements. Among them were the Vietnamese People‘s 
Army during the Vietnam War; the Sandinista National Libe-
ration Front (FSLN) in Nicaragua; the Mozambique Liberation 
Front (FRELIMO); the Zimbabwe African People‘s Union; the 
African Independence Party of Guinea and Cape Verde (PA-
IGC); and the People‘s Movement for the Liberation of Angola 
(MPLA). While the West was slandering Nelson Mandela and 
the African National Congress (ANC) as terrorists and ‘racists’ 
and conducting business with the apartheid regime in South 
Africa – even providing arms shipments – the DDR supported 
the ANC, provided the freedom ighters with military training, 
printed their publications, and cared for its wounded. Ater 
black students in the township of Soweto launched an upri-
sing against the apartheid regime on 16 June 1976, the DDR 
began to commemorate international Soweto Day as a sign 
of solidarity with South Africa and their struggle. In the former 
German colony of Namibia, the DDR supported the ight for 
independence and took in several hundred children so that 
they could grow up in safety and receive an education. When 
the DDR eventually dissolved, these young people were de-
ported back to Namibia by uniied Germany, leaving them to 
fend for themselves.

 The DDR’s international positioning and commitment to 
solidarity was not just a matter of foreign policy or the work of 
civil society groups – it was a widespread mass phenomenon 
throughout society that was deeply embedded in everyday 
life. Friendship among nations was relected in huge, artisti-
cally designed murals as well as in letters and stamps. Dona-
tions from citizens were collected centrally through the DDR’s 
Solidarity Committee, which received a total of 3.7 billion East 
German Marks between 1961 and 1989. Fundraising was or-
ganised primarily through the mass organisations, such as 
the Free German Trade Union Federation of the DDR, in which 
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workers contributed through a variety of solidarity actions. 
Purchasing solidarity stamps and working above the target 
and donating the extra wages to the solidarity fund are two 
among many such examples.

 The heroes of independence movements in the Global 
South were well-known to DDR citizens, even as the West con-
tinued to portray them as criminals and uneducated beggars 
who would have no future without the help and guidance of 

This image from 1972 shows cooperative farmers handing over a lag of solidarity to the ambassador of 
the Democratic Republic of Vietnam. ‘Solidarity hastens victory’ was the motto under which the citizens 
of the DDR expressed their solidarity with the Vietnamese people and against the United States’ criminal 
war. Enthusiasm to donate for the cause of the Vietnamese was extraordinary: by 1975, more than 442 
million East German Mark had been collected. The victory of the North Vietnamese troops on 1 May 1975 
was celebrated in the streets of Berlin, singing ‘Everybody on the street, May is red, everybody on the 
street, Saigon is free’. 
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the West. The names and fates of people like Patrice Lumum-
ba, Kwame Nkrumah, Ahmed Sékou Touré, Julius Nyerere, 
Agostinho Neto, Samora Machel, and Nelson Mandela were 
known and celebrated in the DDR. Solidarity was even ex-
tended to those in the belly of the beast; when Angela Davis 
was tried as a terrorist in the United States, a DDR correspon-
dent presented her with lowers for Women’s Day. In a much 
greater display of solidarity, students in the DDR led the One 
Million Roses for Angela Davis campaign, during which they 
delivered truckloads of cards with hand-painted roses to her 
in prison. The judge was impressed and every child in East 
Germany knew who Angela Davis was. 

In 1973, the Free German Youth (FDJ), a member of the World Federation of Democratic Youth, hosted 
the Tenth World Festival of Youth and Students in Berlin. 25,600 guests from 140 countries met with eight 
million young DDR citizens to celebrate, discuss, and advocate for world peace and international coope-
ration. Among the guests was Black Power activist Angela Davis (here in the grandstand next to People’s 
Education Minister Margot Honecker and Soviet cosmonaut Valentina Tereshkova). 
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 Though their stories are not as well-known, there was 
nonetheless a huge number of DDR citizens – young people, 
students, scientists, and workers – who took part in solidarity 
projects all over the world. Between 1964 and 1988, sixty fri-
endship brigades of the Free German Youth (the DDR youth 
mass organisation) were deployed to twenty-seven countries 
in order to share their knowledge, help with construction, and 
create training opportunities and conditions for economic 
self-suiciency. A number of these projects still exist today, 
though some have taken on diferent names, such as the Car-
los Marx Hospital in Managua (Nicaragua), the German-Vi-
etnamese Friendship Hospital (Hanoi, Vietnam), and the Karl 
Marx Cement Factory (Cienfuegos, Cuba), to name but a few.
At the same time, many young people from all over the world 
came to the DDR to study. The irst foreign students were ele-
ven young Nigerians who had attended the World Festival of 
Youth and Students in East Berlin in 1951. When the British co-
lonial government refused them re-entry to their home coun-
try, they were ofered admission to the University of Leipzig. 
The preparatory class in which they were taught the German 
language developed into the Herder Institute, where foreign 
students took a one-year language course to prepare for 
their studies. More than 22,000 students from 134 countries 
graduated from the institute, which also sent lecturers to for-
eign universities. 

 The special attention given to African states and anti-co-
lonial movements was relected in the increasing number of 
students. Overall, more than 50,000 foreign students suc-
cessfully completed their education at the universities and 
colleges of the DDR. The studies were inanced by the DDR’s 
state budget. As a rule, there were no tuition fees, a large 
number of foreign students received scholarships, and ac-
commodation was provided for them in student halls of resi-
dence. The DDR also welcomed children, such as those from 
Namibia who were brought to safety from the dangers of the 
war of independence. The School of Friendship (Schule der 
Freundschat) was also planned in the late 1970s to provide 
schooling and vocational training in the DDR for 899 children 
and young people from Mozambique beginning in the 1980s.
In addition to the students, many unskilled workers – so cal-
led contract workers – came to the DDR from allied states 



Studies on

the DDR

01 30

seeking job training and work in production. The Agreement 
on Education and Employment for Foreign Workers brought 
workers primarily from Mozambique, Vietnam, and Angola as 
well as from Poland and Hungary. Ater the dissolution of the 
DDR, these contracts were terminated, which meant that most 
of these workers lost their residence permit and did not recei-
ve pending wages or compensation. Though West Germany 
had previously backed temporary work migration, at the end 
of the 1980s Western European headlines declared that ‘the 
boat was full’ as right-wing parties enjoyed increasing suc-
cess and – once the DDR was absorbed – West Germany pre-
pared to abolish the right to asylum. 

 Up until the very end, the DDR worked towards deepening 
its commitment to internationalism. The number of foreign 
contract workers grew from 24,000 in 1981 to 94,000 in 
1989. In the same year, China indicated that it wanted to gre-
atly increase its number of contract workers in the future. This 
would have been very opportune for the DDR, which – unlike 
in the West at that time – did not have a big enough labour 
force. China, along with the other socialist states, likewise 
stressed that it could only stand to beneit from a growing 
East German economy. This same year, all foreigners in the 
DDR received full municipal voting rights and began to no-
minate candidates themselves. This form of participation is 
denied to non-citizens in present-day Germany.

 Yet another vivid example of international cooperation 
between socialist states was the relationship between the 
DDR and Vietnam. In order to guarantee the supply of cofee, 
whose rising world market prices strained the DDR’s limited 
foreign exchange reserves, the DDR invested heavily in cof-
fee cultivation in Vietnam by supplying material, exchanging 
with experts, and developing technical and social structures, 
some of which still exist to this day. This cooperation created 
the foundation for Vietnam to be the second-largest cofee 
producer in the world today. 

 Unlike today’s trade relations between capitalist states, 
the DDR did not simply buy into a country; it cooperated with 
its trading partners. The maxim applied here was that the 
DDR did not set blanket guidelines; rather, it determined what 
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cooperation with its partner countries would look like depen-
ding on their respective economic needs. This was an inter-
national economic system that aimed at cooperation and the 
promotion of sovereignty rather than competition and de-
pendence. 

 This kind of solidarity work provided a stark contrast with 
the West’s development aid, through which richer nations le-
veraged their resources to maintain their position of power 
and enforce the sales of their own industries at the expen-
se of the development of others. Since the West’s supposedly 

selless acts are motivated by a 
hunger for proits rather than a 
commitment to solidarity, this al-
leged altruism tends to be impe-
rialist in that it places conditions 
for aid under capitalist auspices, 
from which corporations stand to 
beneit. In contrast, the DDR, to-
gether with its socialist allies, ac-
ted as equals and as needed. In 
the countries where it provided 
aid, it supported the establish-
ment of economic self-reliance 
by helping to build local industries 
and infrastructure according to 
the needs of the respective coun-
try, such as by training people. 

 This attitude and these actions 
of the DDR received internatio-
nal political recognition. The irst 
country outside the Eastern Bloc 
to give diplomatic recognition to 
the DDR was the United Repub-
lic of Tanganyika and Zanzibar 
(later Tanzania) in 1964. The DDR 
subsequently sent ships full of 
construction materials as well as 
engineers and construction wor-
kers to the republic. These workers 
set up two large, prefabricated 

Ater the freedom ighter and irst prime minister of an inde-
pendent Congo Patrice Lumumba was assassinated in 1961, 
Leipzig’s Free German Youth division built a monument in his 
name in front of the Herder Institute, where foreign students 
were preparing for their studies. The street was renamed 
‘Lumumba Street’ in a ceremony with Congolese students.
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housing districts on the archipelago of Zanzibar that to this 
day provide highly sought-ater housing for around 20,000 
people. This triggered a breakthrough in international recog-
nition throughout the Global South. In 1969, Sudan, Iraq, and 

Egypt established diplomatic re-
lations with the DDR, and in 1979, 
the Central African Republic, So-
malia, Algeria, Ceylon (now Sri 
Lanka), and Guinea followed suit. 

 Under the pressure of this wave 
of recognition, West Germany’s 
new coalition government of So-
cial Democrats and the Liberal 
Party abandoned the Hallstein 
Doctrine in 1969 and tolerated 
the legal recognition of the DDR. 
However, it still maintained to the 
bitter end that every DDR citizen 
was foremost a citizen of their 
country. Between 1972 and 1974, 
when Western states began ini-
tiating diplomatic relations with 
what it referred to as the ‘second 
German state’, the DDR had al-
ready achieved what it had been 
ighting for throughout the last 
twenty years: international recog-
nition. 
 
 In June of 1973, both West Ger-
many and the DDR were accep-
ted into the United Nations, where 
the DDR consistently campaigned 
against nuclear weapons, ad-
vocated for international security 

and disarmament, and played a decisive role in the Conven-
tion on the Elimination of All Forms of Discrimination against 
Women, among other initiatives.

The British protectorate of Zanzibar won its independence 
in 1963. The following year, the United Republic of Tanganyi-
ka and Zanzibar became the irst state outside the Eastern 
Bloc to oicially recognise the sovereignty of the DDR. Civil 
engineers and building materials were subsequently sent 
from the DDR to Stone Town, a neighbourhood in the capital 
Zanzibar, and two large apartment blocks were built. Al-
though somewhat aged now, the apartments are still much 
sought ater, and the area is referred to as ‘Berlin’.
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‘Produce More, Distribute Fairly, Live Better!’

The DDR’s socialist plan was based on the Marxist view that a 
socially just society could only be created by using socialised 
means of production. Socialist ownership had three possible 
forms: public property owned by the whole society, coope-
rative joint ownership by worker collectives, and property 
owned by social organisations. The constitution stipulated 
that the operation of private business enterprises, which con-
tinued to exist to a lesser extent, must ‘satisfy social needs and 
serve to increase the welfare of the people’. Furthermore, 
‘private business partnerships to establish economic power’ 
were not permitted. These constitutional principles were ri-
gorously enforced and, by 1989, public ownership in industry 
and skilled trades had risen to 98 percent. 

The DDR’s approach to economic management was also 
closely tied to the issue of ownership. In the socialist planned 
economy, economic and social processes were centrally go-
verned by the state and the leading party. Businesses were 

The People’s Property

1. The following resources are considered national public property of which private ownership is 
prohibited: mineral deposits, mines, power stations, dams, large bodies of water, natural resources 
found in continental shelves, industrial companies, banks, insurance institutions, state-owned goods, 
traic routes, means of transport by rail, sea, and aviation, the post oice, and telecommunication 
installations. 

2. The socialist planned economy guarantees that public property is used with the aim of achieving 
the best results for society. The socialist planned economy and socialist commercial law serve this 
purpose. The use and management of national public property take place fundamentally through 
state-owned enterprises and state institutions. The state can transfer its use and management by 
contract to cooperative or social organisations and associations. Such transfers must serve the 
interests of the general public and increase social wealth.

– Article 12 of the 1968 Constitution of the German Democratic Republic
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given concrete scheduled tasks regarding the amount, struc-
ture, and distribution of their products and were also alloca-
ted the funds needed for investment, the labour force, and 
materials. National economic goals were mostly scheduled in 
prospective plans over a period of ive years, and the neces-
sary development of economic capacity was planned as 
well. In keeping with the principle of democratic centralism, 
the authorities’ economic plans were irst given to the com-
bine enterprises (Kombinate) and farms and then decisions 
were taken based on their feedback. 

 The planning authorities determined the prices of all 
goods and services so that uniform prices were set for all 
consumer goods throughout the DDR. Likewise, the training 
of skilled workers and university cadres was also centrally 
planned and carried out in accordance with economic re-
quirements and designated deployment areas. The DDR 
was based on the principle that permanent full employment 
was both the best social policy and a human right. An in-
dispensable part of socialist society in the DDR was therefore 
the right and duty to work, a value that was enshrined in the 
constitution: ‘Every citizen of the German Democratic Repub-
lic has the right to work. They have the right to a job and the 
right to choose it freely according to the needs of society and 
their personal qualiications’.

Kombinate

From the end of the 1960s, individual state-owned enterprises in industry as well as the construction 
and transport sectors were gradually merged into larger economic units called Kombinate, 
or ‘combines’. In 1989, around eighty percent of all employees worked in combines. In the combines – 
a sort of ‘socialist corporation’ – the production, sales, and distribution of a single industry, or even 
complementary branches of production in diferent industries, were brought together. The combines 
had institutes and capacities for research and development and cooperated with academies and 
universities. The aim of forming a combine was to create more favourable production structures, 
introduce new types of technological solutions, and improve centralised control. The enterprises 
belonging to a combine, like the combine as a whole, received their planning tasks from the State 
Planning Commission.
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 The declared objective, which was further speciied in 
numerous legal provisions and economic policy concepts, 
was to organise work in such a way that everyone partici-
pated in the work according to their abilities and received 
their individual share of the national product according to 

their performance. This socialist 
performance principle ensured 
that individuals’ contributions to 
society determined the degree of 
social recognition they received 
for their work. In this way, the DDR 
saw itself as a meritocracy which 
applied the principle ‘from each 
according to their abilities, to 
each according to their contribu-
tion’ – an adaption of Karl Marx’ 
‘from each according to ability; 
to each according to need’ irst 
outlined in his 1874 Critique of the 
Gotha Programme. An important 
instrument of labour was the Soci-
alist Competition, the irst of which 
was launched in 1947 in a number 
of state-owned enterprises in the 
Soviet Occupation Zone under 
the slogan ‘Produce more, distri-
bute fairly, live better!’. In it, mem-
bers of a workers’ collective com-
mitted themselves to increasing 
productivity in order to fulil the 
plan particularly quickly or above 
target. 

 The rights and duties of working 
people – such as joint decision 
making in businesses, involvement 
in shaping working conditions, 
and respect for the dignity of the 
working class – were laid down in 
a Labour Code, likely the only one 
of its kind in the world.

This photograph shows members in a work brigade at 
the VEB Mikromat Dresden drating a protest resolution to 
condemn the neo-Nazi attack on a Soviet soldier at the 
West Berlin Red Army Memorial in November 1970. ‘My 
workplace, a battle station for peace’ was a slogan in the 
DDR’s factories. The concept of work as securing not only 
individual livelihood, but also the well-being of the com-
munity and even the existence of the workers’ and farmers’ 
state was central to the socialist work ethic and lifestyle. So 
too was the notion that the individual can only fully develop 
in a community together with others, and that work constitu-
ted the nucleus in this development of personality. As such, 
joint cultural activities and political discussions in the work 
collectives became part of everyday life. 
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 Collective company agreements were signed annually 
between management and labour collectives, which served 
both to meet the speciications of the plan and to improve 
the working and living conditions of the workers. Ninety-eight 
percent of workers were members of the Free German Tra-
de Union Federation. Concrete arrangements were agreed 
upon between the company trade union leadership and 
company management in order to ensure the health and so-
cial welfare of workers; to shape working conditions; to de-
velop intellectual, cultural, and sporting activities; to promote 
training; and to continue education. Particular attention was 
also paid to shaping working conditions; developing intellec-
tual, cultural, and sporting activities; promoting training; and 
continuing education, particularly for women. Ater discussing 
the plans at company union meetings, they were implemen-
ted and then reviewed at general meetings twice a year by 
the union’s accountability team and company management. 
These collective company agreements guaranteed that wor-
kers were involved in the management and planning of the 
company.

 Citizens of the DDR lived with a high level of social secu-
rity. Everyone was guaranteed a source of work and a pla-
ce to live. The state provided billions of marks in subsidies for 
rent and basic foodstufs, while low rents and stable prices 
for consumer goods, electricity, water, and transit ensured a 
comfortable daily life. In the beginning of the 1970s, a housing 
construction programme was launched in a major efort to 
solve the social problem of insuicient housing. While up till 
then the maxim had been ‘To each an apartment’, the goal 
now became ‘To each their own apartment’. However, the 
focus on building complex new housing units, as well as the 
creation of social infrastructure with schools, kindergartens, 
sports facilities, polyclinics, stores, restaurants, and cinemas, 
minimised the capacities for the necessary renovation of old 
inner-city neighbourhoods. Even so, over a million homes 
were rebuilt and two million new homes were constructed. 
In the DDR’s inal twenty years, half of its citizens were able to 
relocate to a new home. 

 Education and healthcare were free, and a wide range 
of educational, cultural, and leisure activities were accessib-
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le to everyone. The DDR also led 
the world in terms of women in 
the workforce: in 1989, ninety-two 
percent of all women were em-
ployed and almost ity percent 
of all university students were 
women. It was possible for wor-
king mothers to have a career 
and a family through special so-
cio-political measures such as 
the maternity year, household 
day (a paid holiday for tending 
to housekeeping chores), special 
study programmes for women, 
state assistance for new mothers, 
comprehensive childcare, and 
education services for children. 
The DDR was also a child-friend-
ly state. Kindergarten, day-care 
centres, school meals, summer 
camps, and sports activities were 
afordable for everyone or provi-
ded free of charge.

 These social beneits took up a 
large part of the country’s eco-
nomic, labour, and investment 
capacity, but this also meant that 
society was no longer divided 
according to how much property 
one owned and the gap between 
rich and poor was minimised. The 
DDR was an equal society, a com-
munity based on solidarity. In the 
words of the East German writer 
Daniela Dahn, it was a society in 

which ‘togetherness mattered more than possessions’. There 
was no neighbourhood for the rich. Instead, everyone existed 
on the same playing ield. There were no elite schools, just 
free education for everyone and support for gited children. 
There was a rich cultural life accessible to everyone. Nobo-
dy was let behind. Homelessness and unemployment were 

This image shows an inner-city development from the 1960s 
in the centre of Berlin. The right to housing was enshrined 
in the constitution of the DDR. In 1973, a comprehensive 
housing construction program became the centrepiece of a 
series of social policy measures. New housing estates were 
built in almost every city and included social infrastructure 
such as schools, kindergartens, sports facilities, polyclinics, 
stores, restaurants, and cinemas. Housing remained af-
fordable, with rents frozen at the 1936 level. The average 
DDR household spent about 5 percent of its income on 
housing. 
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virtually non-existent. It is precisely these aspects of socialism 
in the DDR that will be further examined in subsequent issues 
in this series, Studies on the DDR.

Socialist Ideals, Sobering Conditions, Open Questions

‘The worst socialism is better than the best capitalism’, wrote 

Peter Hacks, a poet who migrated from West Germany to the 

DDR. ‘Socialism, that society that was toppled because it was 

virtuous (a fault on the world market). That society whose eco-

nomy respects values other than the accumulation of capital: 

the rights of its citizens to life, happiness, and health; art and 

science; utility and the reduction of waste.’ For when socialism 

is involved, it is not economic growth, but ‘the growth of its 

people that is the actual goal of the economy’.

Contradictions in the Practice of a Planned Economy

 The unlimited world of the goods of the West and its pop 
culture produced ever new needs, especially among the 
youth of the DDR, which were considered ‘unsocialist’ becau-

If you want to set up a new and better social system, you should learn this lesson: It 
only works if the majority of the people beneit from it. We learned that good working 
and social conditions are quickly taken for granted. People succumb to the seduc-
tion of ownership and consumption if they think that another system can ofer them 
something better. … The DDR’s social system had as its declared goal the ever-gro-
wing material and cultural satisfaction of its people. This goal was supposed to be 
achieved through sharply rising productivity. If it could have surpassed capitalism in 
production, then socialism would have been the victor. … The people were encoura-
ged to accomplish this task in the 90s. But it was an unrealistic and misguided goal. 
Unrealistic because a leading capitalist country that exploits people and nature, 
such as West Germany, cannot be surpassed in productivity and eiciency. Misgui-
ded because, in a socialist society, mass consumption should not be life’s main pur-
pose. This insight eluded socialist leadership in Europe, and therefore they could not 
impart it to their people. The people recognised that this was a false promise and 
were no longer willing to tolerate the illusion. They wanted to be taken seriously and 
took to the streets under the slogan “We are the people”.

– Klaus Blessing, economist and department head of mechanical engineering and 
metallurgy in the central committee of the SED

“

„
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se of their association with capitalism. Economic plans could 
not keep pace with the aspirations of many citizens for Wes-
tern consumption levels, which led to frustrations. These were 
intensiied when, starting in 1974, DDR citizens who had con-
vertible currency – for example, as gits from relatives in West 
Germany or even through income from their own internatio-
nal activities – were able to buy Western imported goods in 
special stores called Intershops. On the part of the political 
leadership, the expectation that social policy achievements 
of the state would directly increase the working people’s 
willingness to perform, and thus increase labour productivi-
ty, was not borne out. Expenditure on subsidies ate away at 
economic output without stimulating production to the same 
extent while competition with its Western neighbours repe-
atedly prompted the DDR to take social measures which it 
could not aford.

With the aim of giving more daily visibility to the connection 
between individuals’ work performance and their respective 
economic and social standing, a process of economic mo-
dernisation began in the 1960s. A new economic system of 
management and planning was designed, which, through 
proits and bonuses, made companies more performan-
ce-oriented and at the same time more responsible. This 
concept, however, did not ind resonance in any of the DDR’s 
fellow socialist countries. There was still a lack of coordination 
in scientiic and technological development among the CO-
MECON members.

Competition between social systems was no longer about life goals – it became 
about consumption standards. But if the battle with a world of superior cultural of-
ferings was to be won at all – and one can ask whether this was ever really possible 
– then at least it would not have been based on their own consumer goods produc-
tion, but on an alternative value system that focuses on the development of human-
kind as a whole and its culture.

– Hans Heinz Holz, Marxist philosopher

“ „
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 The principle of ‘unity between economic and social po-
licy’ formulated in the beginning of the 1970s took for gran-
ted that enough would be produced and that it would be 
produced eiciently. However, worsening foreign economic 
circumstances strained the national economy, particularly in 
regards to rising energy costs. Between 1970 and 1990, the 
price of oil rose thirteen-fold and the cost of mining brown 
coal doubled. 

 Despite this, the government 
stuck to its promises to provide so-
cial beneits and did not question 
the exceptionally high subsidies 
it paid for consumer prices and 
rents. The result was that urgent-
ly needed modernisations never 
happened, such as in the raw 
material and chemical industries. 
A national economic and social 
policy for the beneit of the po-
pulation can only exist if there is a 
high proportion of socially owned 
property. In the DDR, this propor-
tion was so high that it hindered 
initiatives in skilled trades, small 
businesses, and retail trades. One 
of the problems with the eco-
nomy was that plans and balan-
ce sheets were always tight and 
oten exaggerated, leaving very 
little margin of error for unexpec-
ted developments.

 DDR citizens looked at the ‘rich’ 
West and began to compare it to 
their own standards of living. But 
many were loath to evaluate the 
purchasing power of their mo-
ney according to the cost of the 
goods needed for daily life. In the 

DDR, a 5,000-Mark price tag on a new colour TV may have 
been a source of frustration, but the fact that two kg of bread 

The energy industry was at the centre of economic planning 
in the 1950s. The Gaskombinat Schwarze Pumpe (Black 
Pump Gas Combine), pictured here in 1974, became the lar-
gest lignite reining plant in the world. A new town, Hoyers-
werda, was built for the 16,000 employees of the Kombinat. 
Lignite was practically the only domestic natural resource in 
East Germany and its extraction freed the DDR from depen-
dency on Western imports. It remained the country’s most 
important energy source until 1990.
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cost only one Mark was taken for granted. Basic foodstufs 
and goods for daily use were subsidised, while the prices 
for non-essential products were intended to cover costs and 
generate a proit. This connection was not obvious to large 
sectors of the DDR’s population. Furthermore, there was no 
oicial exchange rate between the East German Mark and 
the West German Mark. The DDR Mark was an exclusively 
domestic currency, but a comparison of relative prices of the 
same everyday goods in the East and West concluded that 
the purchasing power of the Mark in the DDR in 1990 was ac-
tually eight percent higher than the purchasing power of the 
Deutsche Mark (DM) in West Germany. 

The Economic Pillage of the DDR

The irst socialist German state was exposed to prejudice and 
attempts at delegitimisation both during and ater its existen-
ce. Today, Germany’s politics of remembrance paint a picture 
of a ‘totalitarian dictatorship’ with its ‘feeble economy’. The 
country’s remarkable economic performance and social indi-
cators are denied and the widespread narrative of the takeo-
ver of a bankrupt state persists.

 However, the DDR was not as ‘run-down’ as is claimed. 
There were some old and ineicient factories, but there were 
also highly productive ones. Half of all industrial equipment 
was less than ten years old and more than a quarter was not 
even ive years old – remarkable igures when compared with 
those of other countries. There were many modern enterpri-
ses with machinery that had been partly imported from the 
West and partly produced by the DDR’s mechanical enginee-
ring industry or by special combine enterprises. These enter-
prises could have remained in operation, but when the DDR 
dissolved, the Trust Agency, which was put in charge of the 
DDR’s economy, rapidly privatised the DDR’s enterprises and 
eliminated East German competitors.  

 In order to counter the persistent myth that the DDR was 
bankrupt, it is worth looking at debts in West and East Germa-
ny: In 1989, the DDR’s debts to non-socialist states amounted 
to some twenty billion DM. Ater German uniication, so-called 
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‘old debts’, which consisted of housing construction loans and 
internal state budget debts, were included in the calculations 
of the DDR’s domestic debt. This brought the DDR’s total do-
mestic debt to eighty-six billion DM. Furthermore, in the DDR’s 
planned economy, companies had to pay their revenues to 
the state. The state transferred investment funds from these 
revenues back to the agricultural and industrial enterprises. 
These transfers, as independent economic units, were inter-
nal accounting procedures which were not booked as ‘debts’ 
in the overall system; they balanced each other out and th-
erefore should not be counted as part of the debt balance. 
Other socialist states owed the DDR nine billion DM. In sum-
mary, the total domestic debt can therefore be estimated at 
around seventy-seven billion DM. 

 A comparison with West Germany’s total domestic debt 
of around 475 billion DM shows that each West German cont-
ributed almost two and a half times as much debt to reuniied 
Germany per capita as their ‘poor’ brothers and sisters from 
the East. In 1989, the DDR’s debt amounted to about nineteen 
percent of its GDP, while in West Germany debt was forty-two 
percent of the GDP. 

The Trust Agency

The Trust Agency was founded in 1990 during the uniication process to privatise the DDR’s sta-
te-owned enterprises according to the principles of the market economy and to liquidate those that 
were ‘not competitive’. It took over 8,500 companies with 45,000 locations that employed some four 
million people and privatised 6,500 companies, selling them far below their value – oten for the sym-
bolic price of a single West German DM. Around eighty percent of these companies were sold to West 
Germans, iteen percent to foreign investors and ive percent to East Germans. Two thirds of all jobs 
in East Germany were lost, even though West German buyers were subsidised by the state. Violations 
of the conditions of the liquidation process – such as job retention – went unpunished and many of the 
labour rights that the West German trade unions fought for were abolished in that process. This was 
an approach that still, to this day, leaves eastern Germany economically weaker than the West and 
causes persistent social inequality. As a result, there are now only 850,000 industrial jobs in the terri-
tory of the former DDR, four to ive times fewer than there were in the DDR. In the agricultural sector, the 
land taken over by the Trust Agency gained the attention of speculative buyers around the world and 
local farmers were unable to aford the rising land prices. Agricultural companies from West Germany 

and other EU countries now own this land.
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 In light of these igures, it is completely unfounded to talk 
about the bankruptcy or insolvency of the DDR in 1989. The 
DDR paid both its foreign debt (loans from foreign banks) and 
its domestic debts (such as wages, subsidies, and pensions) 
right up until the end.

In 1990, the West German Trust Agency appraised the econo-
mic value of the DDR at around 600 billion DM. However, this 
calculation does not include public property such as water 
and power plants, mineral deposits, or land, all of which ac-
count for a substantial amount of ixed assets. In addition, the 
Trust Agency took over almost 4 million hectares of forest and 
agricultural land, which was appraised at 440 billion DM, as 
well as extensive residential property, wealth belonging to 
political parties, and mass organisations and other assets. An 
additional 240 billion DM of state administrative and inanci-
al assets can be added on top of the DDR’s total assets in the 
form of buildings, plots of land, and foreign assets, the latter 
being worth one billion DM. Putting together all these igures, 
some of which are only estimates, it is clear that the East held 
assets with a total material value of some 1.4 trillion DM. That 
was the true economic value of the DDR. 

 Selling of the economy unleashed a wave of destruction 
on the country’s industrial sector that had not been seen since 
the Second World War. This led to a tremendous increase in 
wealth for West German corporations and formerly expro-
priated landowners. Unemployment and structural discrimi-
nation caused almost four million (mostly young) people to 
leave East Germany. The birth rate fell drastically and the dis-
mantling of the economy and of society in general let pre-
viously prosperous regions in ruins. Schools, oices, cultural 
institutions, and public utilities were closed down in villages 
throughout East Germany. The infrastructure deteriorated. 
West German politicians had promised ‘lourishing landsca-
pes’, but what grew instead were deindustrialised regions 
and poverty. 

 Many citizens soon became disillusioned. Quite a few of 
them had taken to the streets in 1989 for a ‘better socialism’ 
with demands for more democracy and the self-conident 
slogan ‘we are the people.’ The idea that some of the social 
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securities of socialist society could be carried over into ca-
pitalist Germany proved to be an illusion, of course; instead, 
they soon found themselves economically cut of and oten 
in precarious living conditions. Their life achievements were 
discredited and rendered invisible. 

 This growing dissatisfaction was exploited by right-wing 
circles in the old Federal Republic. Right-wing structures had 
always existed there, oten fought only half-heartedly. The 
‘vision’ of a re-emerging Greater Germany based on right-
wing ideas now found its advocates in much broader circles 
of society in the course of German uniication, while the me-
dia and politics put all their eforts into continuously discre-
diting let-wing ideas ater the alleged failure of the socialist 
project.

 The wealth looted from the East also paved the way for 
Germany to become the hegemonic power of a Europe that 
to this day continues to treat workers from Eastern Europe like 
second-class citizens, systematically put Africa at an econo-
mic disadvantage, and literally drown people at its external 
borders. It is important to ight against this imperialism but 
also to recognise where it comes from and what alternatives 
might be possible. The history of economic development in 
the DDR, for example, shows what is possible under socialism 
– even under adverse conditions.

 The economic eiciency of the DDR and its achievements 
in the ield of social policy briely described here will be ela-
borated on in future studies with concrete examples of what 
policy and daily life looked like. These historical achievements 
can inspire new ideas on how to create a just world as we 
address today’s pressing challenges. In this way, experiences 
from the DDR can be put to practical use from their historical 
context in order to better face the irreconcilable contradicti-
on of living a digniied life in a capitalist society.
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