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DOOMED TO FAIL? EAST GERMANY'S COLLAPSE REVISITED 

Wilfried Mausbach 

Workshop at the GHI, October 11, 2000. Convener: Wilfried Mausbach (GHI). 
Participants: Christoph Buchheim (University of Mannheim); G. Jonathan Greenwald 
(Political Counselor, U.S. Embassy to the GDR, 1987-1990); Regine Hildebrandt (GDR 
Minister for Labor and Social Policy, April-August 1990); R. Gerald Livingston (GHI); 
Christoph Mauch (GHI); Isolde Stark (University of Halle-Wittenberg).  

This workshop was the second in a series of events that combine scholarly 
presentations with the recollections of contemporaries; the first was the workshop 
with Freya von Moltke in June 2000 (see the fall 2000 issue of the Bulletin). Christoph 
Buchheim began the proceedings with a paper that was primarily concerned with the 
reasons behind the sudden collapse of the East German economy after unification. He 
ruled out two common explanations going back to the early postwar period, namely, 
an unfavorable starting position relative to West Germany and large-scale reparations 
exacted by the Soviet Union. In fact, as Buchheim explained, Nazi investment policy 
had favored the central regions of prewar Germany due to strategic considerations. 
Thus, during World War II, real industrial production actually increased slightly more 
in the territory later occupied by the Soviets than it did in the western zones of 
occupation. At first, even reparations payments did not reverse this situation. The 
recurring waves of dismantling up to 1948 did not reduce capital stock in the Soviet 
Zone to a point where it would have inhibited the recovery of industrial production. 
At the same time, Soviet demand for current deliveries actually stimulated industrial 
production in eastern Germany. Whereas central planning was good at mobilizing 
underutilized resources, it was unable to provide necessary incentives later on. Here 
lay the reason for the relative decline of East German productivity vis-à-vis that of 
West Germany, the latter surging ahead after the currency reform had liberalized 
prices and markets. Buchheim then demonstrated how the East German regime tried 
to establish the necessary incentives in the 1960s. However, activities of firms would 
be directed toward the achievement of economic goals set by the party. Thus economic 
reforms fell considerably short of the establishment of a market economy, not least 
because this would have ended the party's economic control. The half-hearted reforms 
led to an economic crisis in 1970. As a consequence, the new leadership under Erich 
Honecker abrogated the reforms in favor of a new concept of "Unity of Economic and 
Social Policy." Under this banner the GDR started a race with its more prosperous 
neighbor to the west in constructing a comprehensive welfare state, which proved to 
be an enormous burden on the state budget. Ironically, imitating consumption 



 

patterns of the west did not mitigate criticism; rather, it led to ever rising popular 
expectations. In fact, the economic policy of the Honecker era may well have 
accelerated the downfall of the GDR. Buchheim concluded that the deeper reason for 
the GDR's economic collapse lay in the systemic inability of the party to withdraw 
from directing the economy. In that sense "the East German socialist economy was 
doomed to become a frustrated experiment from the very beginning."  

In the second presentation Isolde Stark introduced the audience to the economic and 
social ideas of the East German civil rights movement in 1989-90. Although the first 
proclamations emphasized the necessity for reform within the framework of the 
GDR's constitution, they also contained demands for different forms of economic 
ownership that threatened the power of the Socialist Unity Party (SED) over what was 
termed "national property" but had in fact been expropriated by the party. The sudden 
demise of the regime forced the revolutionaries to rush into action, and yet they had 
not been able to develop any long-term economic plans. Stark stressed that the 
question of control and disposition of national property was the central economic 
issue for the civil rights movement during this period. The movement protested the 
decision of the Council of Ministers of the GDR in December 1989 to transfer the rights 
of ownership of national property to the chairmen of the large industrial combines, 
who also belonged to the highest levels of the SED nomenclatura. When the Council of 
Ministers reaffirmed its decision, these chairmen felt free to fill management positions 
with former party functionaries and officials of the infamous Ministry for State 
Security (Stasi). Realizing that unification was increasingly probable and that the 
concept of national property did not exist in the West German Basic Law, one of the 
new political parties, Demokratie Jetzt (Democracy Now), proposed a trust 
organization (later called the Treuhandanstalt) to be charged with the privatization of 
East German industry. Although the new government under Hans Modrow adopted 
this proposal, it was implemented in quite a different form than envisioned by the 
revolutionaries. Aspects of the plan were socially inequitable, and the door was 
opened for the party nomenklatura to infiltrate the trustee organization, thereby 
establishing links between the old and new chief executives. The civil rights 
movement was not only critical of actions taken by successive GDR governments but 
also of West German plans for a rapid currency union. In a letter to Chancellor 
Helmut Kohl, the Neues Forum (New Forum) warned that a premature currency 
union would destroy whole branches of the GDR's economy, lead to tremendous 
unemployment, and would cause further migration from eastern to western Germany. 
This position, however, no longer was shared by the majority of East Germans who 
expected the Bonn government to resolve their economic problems. In that sense, the 
East German civil rights movement suffered a tragic fate. As Stark put it: "At the 
beginning, the danger existed that the repression machine of the SED would silence 
them. In the end . . . they had attained freedom of speech, but the people did not want 
to hear them."  



In the second half of the workshop Regine Hildebrandt spoke about her experiences in 
the GDR, responding to questions posed by Gerald Livingston and Jonathan 
Greenwald as well as by the audience. Hildebrandt's recollections included a 
fascinating account of the building of the Berlin Wall right next to her home on the 
Bernauer Straße, lively depictions of what it was like to live in the GDR, and a vivid 
portrayal of the problems she faced as the GDR's last minister for labor and social 
policy under Minister President Lothar de Maizière. The following discussion touched 
on the law regulating access to files of the Stasi (Stasi-Unterlagengesetz), on the 
leeway the last GDR government had vis-à-vis its western negotiating partner, and on 
the importance of the Lutheran Church in the GDR as a shelter for oppositional 
groups, among other things. Hildebrandt's remark that she discovered positive 
aspects of the GDR only after its demise met with objections from the previous 
speakers and triggered a general discussion that reflected the different perspectives 
that still exist on the history of the GDR and the process of unification. 
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