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December 15, 1953
Multiple Prices and Money in East Germany " Edwerd Ames

. In economies where there is overfull employment, and where
prices are not permitted to fluctuate,‘rationing must be adopted to
bring order into consumer distributions Rationing, in turn, limits
consumer expenditures in the ordinary trade channels. A second mar-
ket, with a second set of prices then appearse Because of its
ordinarily illegal or at any rate questionable character, this second
market is popularly referred to as "the black market" This second
set of prices need not be illegal; in the Soviet bloc, for example,
the governments of countries undergoing inflationary pressures ac—
tually operate stores selling unrationed goods at prices well above
those in stores selling rationed goods. In such multiple price
systems, the relation between the money supply and prices is some-—
what more complicated than insingle price systems. If the "black-
market price" itself is fixed by administrative acticn, the mohey
supply is directly affected by price policies, as well as by the
actions of the monetary authorities. This paper will discuss the
relation between prices and noney in Zast Germany. This case is
the most satisfactory example available for the Soviet bloc because
it alone has continued publication of data on the note circulation
outside the banking system, and because data on prices are relatively
accessible, thanks to the work of the (West Berlin) Deutsche Institut
i Virtschaftsforschung. While the quantitative relations peculisr
to East Germany are, of course, not duplicated elsewhere, the malysis
of East German problems may well be qualitatively applicable to other
bloc countries. ‘

Factual background

The following discussion relates to East Germany over the
period following the currency conversion of June 1948, which marked
one of the steps in the definitive economic separation of the Soviet
zohe of occupation from the rest of Germanys Since the analysis
relates mainly to the relation between prices and money, a brief
summary of the principal facts bearing on the consumer sector of
the economy should suffice for background purposes (further details
are given in the Appendix).

Currency in circulation in Bast Gernmany has varied within
& narrow range of 3.3 billion east marks since the end of 1918, even
though total wage payments and retail trade turnover have about
doubleds The increase in wage payments has been due in roughly
equal measure to increases in the mumber of wage earners and to in-
Creases in average viagess Throughout the entire period, rationing and
dual prices have becn maintained but there has been some decrease in
the number of goods rationeds

The cost of livihg of low=—income families increased about
18 per cent from September 1950 to December 1952, This increase was
in part undertaken in order to hold down the effective demand for
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certain special commodities to a level where rationing could be abol-
ished. The cost of living index for low-income families increased by
about the same amount as average wagese The cost of living of high-
income families, on the other hand, dropped by about 10 per cent over
the same period as a consequence of an 18 per cent reduction in the
prices of unrationed goods, which more than offgset the increased cost
of rationed goods. In other words, with the cost of living of high-
income groups falling and that of low-income groups rising, a com-
plicated readjustment of the real income of the various population
groups took places As a result of these price changes, the price
index of unrationed goods, which had been about four times as high

as that for rationed goods in early 1950, was reduced to a level
roughly twice as high in December 1952. Lost of the reduction took
place in 1949, with relatively small changes in either price level
taking place in 1952. It would seem then that increases in the
volume of retail trade have refiected mainly increases in employment
and increaces in consumption by higher-income groups. Improvements
in the level of consumption of the average family, therefore, would
have resulted mainly frem increases in the number of persons er—
ployed per family.

This brief characterization of the East German economy sug-
gests a more orderly process of adjustment to "cold war" conditions
than has occurred in other Soviet satellites. It is more reasonable
to believe that what has happened in the field of prices and money
has been the result of deliberate decision than it would to assume
the same in the case of the other satellites. This paper analyzes
the nature of price and monetary decisions under conditions such as
those in Dast Germany.

The concept of involuntary currency holdings

Suppose that a country has an effective planning, price
control and rationing system, and an economic policy so efficient
that black markets cannot operate. In such an econony :

a) an increase in wage payments does not necessarily mean
an increase in consumer spending, since both prices and
output of consumer goods are fixed by plan. There may
therefore be an increase in the outflow of notes from
the banking system (as wages) without a corresponding
increase in the inflow of notes into the system (as
steres deposit their earnings from consumer spending);

b) since consumers might wish to buy more, at existing
prices, than is put on sale by the authorities, they may
be forced to hold currency which they would spend if more
goods were available. Some of the notes in circulation
may therefore represent involuntary saving, that is the
value of consumer demand in excess of available supplies
of goods;

MAT AR DIMY THATTAN
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c¢) the total imvoluntary holding of currency, and the total
gxcess consumer demand will depend not only upon the re—
lation of current incomes to current purchases, but also
upon the accumulation of excess demand over past periodss

The same type of reasoning would appear to be as valid for
cm;mtries with dual price systems. as for countries with unified
prices, provided that both sets of prices are fixed by official ad-
ministrative decisions. In this case, however, a diversion of con—
Sumer goods from one set of stores to the other will affect consumer
spendinge Thus a decrease in the ration will tend to increase con=
sumer spending in the unrationed stores. A change in either set of
prises will affect consumer spending to some extent, and will there-
fore affect the flow of notes into the banking system, and hence the
money supply of individuals.

If retail prices were allowed to fluctuate freely, involun-
tary currency holdings would not appears. BEven if prices are fixed
by administrative action, there need be no rationing or involuntary
holdings of currency, provided that prices are high enough to limit
consumer purchases to the level of goods available. Nor heed ration-
ing and dual prices involve involuntary holding of currency if the
two price levels are appropriately fixeds Since the price-fixing
authorities fix prices at any level they wish, it might appear un-
reasonable to suppose that there would ever be involuntary currency
holdings. However, the price~fixing authorities are under political
pressure not to permit increases in unrationed prices because (1) the
unrationed stores compete with farmers selling surplus produce on
free markets, and further the government!s objective of holding down
rural incomes by holding down food prices; and (2) the government is
politically committed to bring down the price of unrationed goods to
a point where rationing can be abolished. Unforesecen events, includ-
ing such diverse things as crop failures and unplanned credit expan—
sion,can bring en involuntary currency holdings because in fact the
prices of unrationed goods may not be as flexible as the situation
demands.

The measurement of involuntary currency holdings

The stability of the note issue in East Germany suggeststhat
Tiscal and credit operations have apparently rad roughly offsetting
effects on the money supply. However, atability of the ncte issue is
not proof that there has been no involuntary currency holding, or
even that there has been a constant involuntary holding over the per-
iode The amount of currency East German consumers actually wished
to hold is not known, but two simple assumptions might be made con-
cerning ite First, under a "transactions motive" consumers would
wish to hold cash reserves equal to their current spendings over
some periode Second, under a "precautionary motive" consumers would
wish to hold cash reserves sufficient to make a specified volume of
purchases of unrationed goods (as they might have to do if rationing
were abolished, or if they lost their ration cards, or if they anti-
cipated expensive purchases of unrationed durable goods).

NAT TAR RPITRT.TRATTOAN
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On the basis of a "transactions motive", total voluntary
holdings must have inereased since 1949, since the value of current
spending has risen. On the basis of a "precautionary motive!, will—
ingness to hold currency must have declined to the extent that the
Prices of unrationed goods have declineds The following numérical
i1llustration shows how changes in the two types of ‘voluntary holdings
would partly lave offset each other in recent yearse In the example,
increases in "transactions" holdings of currency more than offset
declines in "precautionary™ holdings, giving decreases in the residual,
or "involuntary" holdings in 1950 and 1952, and an increase in 195l
On balance, there would have been a L0 per cent decline in involuntary
currency holdings over the period.

Table 1
Changes in Involuntagz Currency Holdings in East Germany,
Assuming Both "Iransactiong" and "Precautionary’ Voluntary
Holdings of Currency
(In million of east marks)

1949 1950 1951 1952

Total eurrency holdings
Average note circulation 3247 3207 3467 3289
minus:

"Transactions" holdings

of currency (half a

month's current spending) . 567 70 883 1029

"Precaut ionary" holdings

of currency (half a

month's spending, valued
at unrationed prices) 5/ ishh 1917 1742 1812

equals:

Involuntary currency
holdings 736 586 8L2 1J:8

3/, It was assumed that average monthly retail sales per vage earher
were of rationed goods up to the total spending.. of "low-income
families" in the DIW cost-of-living index, the balance being spent
on unrationed goodse The rationed purchases were then valued in
unrationed prices on the basis of the last column in Table 3 of
the Appendix, and multiplied by the number of wage earners to
give total monthly trade, valued in unrationed pricese The data
in this table are half of these totals, for illustrative purposes,
so that "voluntary holdings" of all kinds may be somewhat less
than the note circulations

TUT FUR FUBLICATION—
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The more important the "transactions motive" in currency
holdings may have been over this period and the less important the
"precautionary motive", the larger will have been the increase in
all voluntary currency holdings (and the decline in involuntary
holdings). Given a stable amount of currency outstanding, the fis—
cal and monetary authorities would presumably wish to see increases
in rationed prices, so as to increase the amount of currency held
under a "transactions motive". On the other nand, if there is a
"precautionary motive", they must maintain at a stable or increasing
level the value of current trade measured in unrationed prices,
which means that they cannot reduce unrationed goodsprices, unless
this reduction is at least offset by an increased volume of goods
put on sales The authorities could, of course, always increase
voluntary holdings of currency in this case by raising the price
of unrationsd goods, but, as stated above, this measure may be
politically unpalatable. 1/

Conditions for the abolition of rationing in early 1953

On the basis of increases in wages, national prices and em-
ployment, excess consumer demand, as measured by involuntary holdings
of currency at existing prices, probably declined in East Jermany
after 1945, At the end of 1952, however, the level of unrationed
prices was still twice as high as that of rationed-goods prices.
lioreover, the decline in the price of unrationed goods has been
small since the beginning of 1952, amounting to only UL per cent com-
pared to a decline of 38 per cent in the previous 18 months. This
failure of unrationed prices to decline further may be explained
in part ¥ a tendency of wage payments to be above planned levels
(employm. .c has been above, and productivity below planned levels),
and in part by diversions of resources out of consumer goods indus—
triess In these circumstances, with purchasing power high and con-
sumer goods supply low relative to plans, reductions in the price
of unrationed goods would have tended to lead to greater excess
demand and increased currency in circulation outside the banking
systems

It is possible to measure the amount of internal readjust-
ment which would have been necessary to unify prices at the begin-
ning of 1953. Appropriate action to bring about such a readjustment
would require a knowledge of the volume of consumer goods available
in 1953 It would also involve decisions on (1) the desired level
of money wages, (2) the level at which the unified prices would be
fixed in relation to former rationed and unrationed price levels,
and (3) the amount of actumulated liquid savings which consumers
would be allowed to hold. It would then be possible to determine
whether or not rationing could be abolished without a currency corn-

1/ The East German authorities in fact have less freedom of action

" than their colleagues elsewhere in the Soviet bloc, because in
their desire to win some degree of popular support in Western
Germany they cannot treat their own population as badly as can

other Soviet bloc authorities.

NOT AR PIRT.ICATTOAN
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version. Some adjustaments in wages are necessary when rationing

is abolished, because lower-paid workers who cannot afford purchases
in unrationed stores, would otherwise suffer very serious losses in
purchasing power, since the unified price level would be above the
level of rationed pricess The amount of loss which such groups should
suffer is primarily a political question, and East German official
opinion on this subject is, of course, unknown.

When prices are unified, the value of trade turnover changes
as goods formerly sold off ration sell at lower prices, and as rationed
goods sell at higher pricese The net result (see Table 2) depends on
where unified prices are fixed in relation to the former pricese The
larger current spending the larger,presumably, will be the amount of
currency which consumers are willing to hold, and the less will be
excess demand (as measured by involuntary currency holdings). For
purposes of illustration, it has been assumed that voluntary holdings
of currency are equal to 1/l month®s retail sales. This means that
consumers, if paid twice a month, would ordinarily spend their entire
incomes from one payday to the nexte Such an assumption would be
reasonable in view of the low standard of living in East Germany. 1/
Even if it were not, however, it might be a useful guide as to the
objectives of the EFast German authorities, who probably wish to
eliminate the potential threat vhich any currency holdings above
this minimum may present to a unified price system.

'The attached graph shows the final results of these various
elements. It shows, for example, for any level of rezl consump-
tion (volume of trade), the wage, price and currency adjustments which
would be necessary to achieve equilibriume The larger the volume of
trade, the greater the increase in wages, ard the higher the level of
unified prices, the smaller the amount by which the actual note cir-
culation would exceed the amount required for a sugcessful price uni-
fication, and hence the smaller the number of old currency units which
would have to be exchanged for a new unit in an accompanying conversion
operation. The quantities used in this analysis apply only to 'East
German conditions at the end of 1952,

An examination of the graph suggests that if the East German
authorities wished to unify prices and eliminate excess purchasing
power, the higher the level of unified prices, the less the amount by

1/ Average monthly wages in the Federal Republic were DM 332 in 1952,

"~ the equivalent of DI 302 at 1950 pricese Average monthly retail
sales per wage earner in East Germany were DIO 255 in 1952, the
equivalent of DIl 220 at 1950 Vest German pricess Thus, Last
German average consumption was, at best, 32 per cent less than
West German; since consumption of hon-wage income receivers in
East Germany is included in the total consumption data here given,
the standard of living of East German wage earners was probably
worse than this calculation indicatess

NOT FOR PUBLICATION
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which they would have to reduce the note issue the more they would
have to increase wages (and hence industrial costs generally) to
maintain any volume of consumptions On the other hand, the scale

on the graph denoting the currency conversion rate is based on as-
suned desirablility of liquidating accumulated savings, voluntary or
involuntary. From a practical point of view, such liguidation would
hot only be unpopular, but might also be unnecessary if multiple
prices were retained.

If consumers were actually willing to maintain cash balances
substantially larger than the small amount here indicated (say even
twice as great), a rate of conversion of 3:1, with a 10 per cent wage
increase would make possible a price unification with prices about
30 per cent above former rationed levels. This rate of conversion
would be very small compared to others in the Soviet bloc, which
have ranged from 10 to LOO to one« 1In the circumstances, a converw
sion might seem to the authorities to be a heroic cure for a relatively
small degree of imbalance, and might make future monetary policy more
difficult by destroying confidence in the currencye In the circum-
stances, then, the authorities might well conclude that it was easier
to continue a gradual rise in wages and rationed goods prices until
such a time as the indicated conversion rate was cliose enough to 1:1
that rationing could be abolished without conversione

Vage and price policies in 1953

The foregoing discussion implicitly assumed that the price
and wage structure in East Germany at the end of 1952 was such as to
stabilize note circulation—wage payments after taxes being roughly
equal to retail sales—so that the main problem of the authorities
was to adjust prices and currency holdings in such a way as to
eliminate multiple prices. It was shown that such an adjustment
would probably have required a currency conversion, although a less
drastic one than has taken place in other Soviet bloc countries.

The East German authorities, however, attempted to abolish
multiple pricing by other means, namely by wage reductions and in-
creases in pricese On April 13, rationing of textiles and shoes was
abolished, and prices were unified at levels above the former rationed
price level. In late lay, 1/ a decree raised piecework quotas by 10
per cent throughout the economye This measure would have decreased
wage payments by more than 10 ber cent, since workers producing above
their quotas receive more than proportional increases in income, and
would hence suffer income declines of over 10 per cent under the dew
crees This decree was rescinded on June 16, coincidentally with dee-
monstrations against it in East Berlin and elsewhere.

1/ The decision was announced at the May 16, 1953 meeting of the

T Central Committee of the Socialist Unity Party; it was concurred
in on liay 26 by the Executive of the Trade Unions, and by the
Council of Ministerss The decree of the Council stated that
the reduction was to go into effect June 30, 1953,
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The proposed wage reduction would perhaps have had the long-
run effect of increasing labor productivity, which was the ostensible
objective of the decree, It would, however, hate had the short-run
effect of reducing money incomes, and hence the rate of outflow of
notes from the banking system. To the extent that consumers wished
to mpaintain their existing level of censumption (pending an increase
in their individual piecework earnings), they would have been forced
to dissave, by drawing down their cash reserves, and in the process
reducing the note circulation outside the banking system, If the wage .cut
forced workers to work harder, as the authorities hoped, income (and the
ontflow of notes) would gradually rise to perhaps its former level,
Meanwhile, if retail expenditures (and the inflow of notes) remained
constant, a reduction in the note circulation would be taking place.
When income had regained its former level, the note circulation
would be stabilized at a somewhat lower level, A second step would
then be to reduce prices of unrationed goods, both because of the
smaller total (and hence involuntary) currency holdings, and be-
cause of the somewhat larger supplies of consumer goods which the
productivity increase would by then have made possible,

The proposed wage reduction might thus have achieved a
reduction in the note circulation if (1) consumers had assumed that
the decline in money wages was temporary (because productivity would
increase), and therefore spent all or a part of their "precautionary
holdings"; or alternatively if(2) they assumed the decline was per-
manent, so that they could spend all or a part of their "transactions
holdings". However, if they assumed that the wage reduction was
permanent, and reacted to it by immediately reducing their current
spendings, their cash Savings and hence the note circulation would
have been unaffected,

Having abandoned, or having been forced to abandonn, attempts
to reduce money wages (and also price increases on sugar .nd sugar
products), the East German authorities could decrease infiationary
forces in the consumer sector only by raising prices (which was pro-
bably politically impossible) or by increasing the volume of consumer
goods sold, at the expense of capital goods, armaments and the foreign
trade program, including reparations payments to the USSR, 1In July
1953, a series of increases in incomes was approved, incinding tax
concessions to private enterprises (which persist mainly in small-
scale consumers goods industries and trade), totalling about 1.k
billion marks or 5 per cent of planned consumption; this was to be off-
set by increased availabilities of consumer goods, about 15 per cent
of which represented deliveries under a loan from the USSR. As shown
in Table 3, the increase in consumer goods availabilities is somewhat
larger from the increase in consumer resources; the difference is
probably greater than the table indicates, because consumer goods out-
put and imports (as here valued) would seem to exclude turnover taxes
levied at the distribution stage. To the extent that additional
availabilities of goods exceed additional income to consumers, in-
voluntary currency holdings could be reduced.
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Tgble_B
Effects on 1953 Consumer Resources and S ending

opcessions of Jul;

Increases in consumer Increases in consumer
resources due to: spending due to:
Wage increases 110 Imports from USSR 231
Higher prices to farmers 384 Industrial consumer
Increased social in- goods output 950
surance payments 59 Qutput of handicrafts 283
Increases in physicianst
salaries 20
Increases in pensions 15
Tax reductions to private
enterprises 650
Loans to private sector 70
Total 1,408 Total 1,46k

g/ Premier Grotewohl, address to Central Committee of the Socialist
Unity Party, July 29, 1953,

At the end of October 1953, the East German authorities re-
duced the prices of unrationed goods by perhaps 10 - 1% per cent. 1/
A full evaluation of this cut is not yet possible. Since increases in
money incomes may be matched by increases in the availability of consumer
goods, reductions in construction and in Soviet occupation costs (by 350
million east marks) and the cessation of reparations payments in 195l may
make it possible for East Germany to maintain consumer equilibriumin
195 without an increase in the currency in circulation. In announcing
the price cut, the Prime Minister spoke of the possibility of abolishing
ratloning during 1954, If, in fact, the cessation of reparations payments
leads to increases in consumer goods output rather than simply to more
investment, and if the note circulation continues to be stable, suh an
outcome should not be surprising. For in this case, the increased r e-
tail spending will not be accompanied by increased note issue, but
rather by increased velocity of turnover, so that cash balances which
might in the past have been excessive will become only sufficient to
enable consumers tc¢ finance current transactions.

;/ According to Grotewohl!s speech to the Central Committee of the
Socialist Unity Party on October 26, 1953, "savings" to the popu-
lation from the price cut were DMO 51,0 million, out of a total re-
tall turnover which may tentatively be estimated at about 29 bil-
lion (27.4 in the 1953 plan plus 1.5 in the July concessions) for
the year. It is not clear over how long a period the "savings"
were to be realized, or what portion they might be of total spending
on unrationed goods. The estimate here given is based on an examina-
tion of the price reductions on individual commodities.
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Statistical Appendix

Note on price indices - The price indices used in this paper
are based upon interzonal cost-of-living comparisons made by Charlotte
Otto-Arnold for September 1950 1/ and brought up to date since then
g/. These cost-of-living studies are made for three different in-
come levels, on the basis of family-budget data for West Germany .

It is necessary, therefore, to assume in using them that the dis-
tortion of prices and consumer habits in East Germany has not pro-
ceeded so far that East German consumers of a certain level of real
income wish to spend their incomes in a markedly different fashion
from those in the Federal Republic,

The indices show clearly the impact of multiple pricing on
different income groups. Thus in September 1950, the cost-of-living
for low-income families was 98 per cent of that of low-income families
living in West Berlin., However, the cost-of-living of high-income
families in East Germany was 199 per cent of thet of high~income
families in West Berlin. This differential is less than the dif-
ferential between rationed and unrationed prices, because high-in-
come families made some purchases at rationed prices. It was assumed
that low-income families purchased only rationed goods, and that all
the purchases made by high-income families above the levels of pur-
chases by low-income families were in unrationed goods stores. On
this basis, the actual spread between the two price levels was com-
puted by womparing the amount spent by high-income families in the
two areas on goods which they purchased and which low-income families
did not. This computation indicates that East German unrationed
goods were 287 per cent as expensive as similar goods sold in West
Berlin, and therefore 293 per cent as expensive as rationed goods
in East Germany.

Similar computations were made for December 1951 and De-
cember 1952 on the basis of the comparisons in Wochenbericht, For
the intervening periods, it was necessary to compute an index of
unrationed prices on the basis of price quotations for individual
commodities, These have been periodically given in Ostchronik.
The prices given for 1950 are not always comparable to those given
in 1951-1953, and it was therefore necessary to make two series,
the first, for 1950, of seventeen commodities, and the second, for
1951-1953, of twenty-three. These were then spliced to the three
cost-of-living comparisons cited above. The weights used were the
quantities consumed by high-income families only é/ in Arnold!s
basic study. The price indices appear to coincide closely with the
Wochenbericht series.

1/ Ein Vergleich der Lebenshaltungskosten in den beiden deutschen

- Waehrungsgebieten fuer Herbst 1950, Vierteljahreshefte zur
Wirtschaftsforschung, 1951, No. 1.

2/ \Wochenbericht, February 13, 1953.

3/ Total consumption by high-income families minus consumption by

T low-income families.
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- 13 - East Germany

A problem arises in using price data of this sort to deflate
the data on trade turnover to obtain a series on the volume of con-
sumption. In December 1952 the cost of living of high-income families
was 90 per cent of the September 1950 level, that of middle-income
families was 98 per cent of the September 1950 level, and that of
low-income families was 119 per cent of the September 1950 level.
Which of these was most appropriate to use?

Such a question could be answered only from a knowledge of
the actual average income of an East German tamily., According to
Table 2, retail sales per wage earner per month were 255 marks in
1952, while the expenditures of the low-and middle-income families
in the cost-of-living study in December 1952 were, respectively,176
and L34 marks. This fact suggests that the average income in East
Germany was closer to "low" than to "middle". While the average
family may have more than one person working, their income may notbe
correspondingly larger than 255 marks, because this figure of 255
has not been adjusted to take into account expenditures of people
who receive non-wage incomes (farmers, government officials, etc.).
loreover, the average family income of refugees arriving in the Federal
Republic from East Germany in July 1952 (which would probably be
above the general average), was only 400 marks. 1/ It seems likely,
therefore, that the average family in East Germany probably had an
increasing cost of living from 1950-1952, but this increase was
probably somewhat less than the increase in the cost-of-living index
for low-income families given by the DIW.

E/ Stephanie Mﬁﬁke, Symptomatische Aussagen Uber wirtschaftliche und
sogiale Verhaltnisse in der Sowjetzone 1952, miscellaneous publi-

cation No. 19 of the Deutsche Institut flir Wirtschaftsforschung,
Berlin, 1953,
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Table 1

East Germany

Notes in Circulation Outside of Banks in East Germany

TOLE - 1953

(In millions of east marks)

1948 - December 31

1949 - December 31
Average a/

1950 - June 30
December 31
Average a/

1951 - Jurie_ 30
December 31
Average a/

1952 - June 30
December 31
Average a/

1953 - June 30

3382

3288
3247

3052
3363
3207

3362
3331
3467

3300
3353
3289

3526

a/ For 1949, average of data for ends of last two
quarters (data on the first half year not being
available); for other years, average of end-of-
quarter data.

Source:

Reports of the Deutsche Notenbank, as tabu-
lated by the Deutsche Institut flr Wirt-

schaftsforschung.
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“ 16 = : East Germany

Footnotes to Table 2

Leuschner, in his speech of October 2, 1953 to the Council of
Ministers, gives the 1951 and 1952 figures. The others are
derived from the index.

The Syate Planning Commission report for 1950,

Ostchronik, No. 2 H/1, says the 1950 plan called for a 1.l

per cent increase in turnover.

Rau, speech of March 1l, 1951 to Peoplet!s Chamber,

State Planning Commission report for 1951,

Rau, speech of February 6, 1952, to People's Chamber.

Leuschner, speech of December 11, 1952, to Council of Ministers;
employment figure refers to socialized sector only.

The 1919 figure is estimated. According to the mndbook Deutsch-
land in Zahlen (Wagenfﬂhr,Brzosniowéky, eds, Kgln, 1949), page
23, Soviet zone employment was slightly under 6.0 million in
late 1947, and rose to 6.1 million in the third quarter of 1948.
There was probably little change in 1949, as the investment
program did not get under Wway until later. The 1950 plan called
for an increase of 250,000 in employment, according to Ostchronik
No. 2 M/2.

Ulbricht, in his report of December 31, 1951 on the five-year
plan, gave data indicating that 1955 employment of wage earners
was planned at 10.8 per cent above 1950 levels. Ostchronik,

No. 5, M/20, states that the revised level of employment planned
for 1955 was 7.1 million., From these figures, 1950 employment
can be deduced,

Planned increases reported in Ostchronik, No, 5, M/h.

Leuschner, speech of October 2, 1953, op.cit.

Rau, speech of May 16, 1953 to the Central Committee of the
Socialist Unity Party,
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Table 3
Price Indices in East Germany
1950 - 1953
Rationed goods Unrationed goods Unrationed goods
prices a/ prices prices as per
cent of rationed
(September 1950 equals 100) goods prices f/
1950 - Before July 17 100 134.6 b/ 394
July 17 - Sept L 100 116.5 b/ 3hl
After Sept 4 100 100.0 ¢/ 293
Year 100 121.L 356
1951 - I Quarter 103 105.0 d/ 299
I Quarter 107 97.7 4/ 267
III Quarter 110 96.8 d/ 258
IV Quarter 11h 83.6 ¢/ 21h
Year 109 92.6 249
1952 - I Quarter 115 66.7 4/ 220
IT Quarter 116 85.0 e 21k
III Quarter 117 83.2 d/ 208
IV Quarter 118 81.1 ¢/ 201
Year 117 83.4 208
1953 - I Quarter 80.6 4/
IT Quarter 80.2 4/

a/

{ fo?
~

e

For September 1950, December 1951 and December 1952 these indices are the
cost of living of low-income families, as reported in Wochenbericht, Feb-
ruary 13, 1953. 1In 1950, it has been assumed that rationed goods prices
were constant. Other data are interpolations.

Average of seventeen commodities, the prices of which are quoted in Ost-
chronik for the year 1952,

Based on expenditures by high-income families for goods not purchased by
low-income families, as reported in Wochenbericht, February 13, 1953.

The corresponding figure for the 23-commodity index for the last quarter

of 1952 is 80,7.

Twenty-three commodities the prices of which are quoted in Ostchronik for
the period 1951 - 1953.

Interpolated. between

Based on the difference [/ prices of goods purchased by low-income families,
and those of goods purchased by high-income families only, West Berlin prices
of 1950 being taken as a base,
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