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Gormar Hanister of tconomics Professer Dr. Ludwig Srhara pald » four day viut.—’
to Celon on October 31 to November 3, In addition to a bit f rel:xation and sight-
» *ing, he had discussions with the Gevernor-Gensral, the Pryw Minister, members of
t.¢ Cabinct and the Natiomal Plaming Couneil, Ascerding to 1 meaber of the German
L:;ation, his primary purpose :us to repay & visit to Gerr.uy made iy Sir Jo.u,
KCTuinaALS scveral years ago. ils also wanted to gain some i:.ressi .ns of the
esonomis situation in the country, withuut actually cammitting hi.scif un anything

" speseifie. Apparently he was aulc Lo achieve this odjective, judziuy, from th-: tone

of his press interview upon dep-:rture, in which he stated Cuylon ... politic Ly
r--esticss",

One interesting conversation, as related hy a msmber o° LL. ..rman Ll .tiom,
oacurred between Dr. Erhard and Coylon Minister of Food and ~gric:lture vhi.lp
SUL.AWARD.NA, The latter informed Ur, Erhard that Ceylom di. not 'ant an | ‘ivate
foreign investmait from the "oapitali:st" eountries. To thi: itr, Lrlari :vplled thet
he was glad, because he was not rrrpared to redomuend to any Gers.. investo s that
they bring iheir money here.

In his departing interview with Lhs presl; Dr. crhard stat.d tiat he ‘ad the
impres:lon *nat uhe busic eoconomio and social conditions of Cuylen wer: vod, and
th> coutry als> had a potential of resources, Uespite thesc advantag.:u, Ceylen
wus touxy the most politically "restless” country he had vi:ited on his Lour of
Asia, he said. There seemwd Lo be an argument as to which pith Ceylon should follow
fcr e-onomic development, the .estern or the Cossmunist, Dr. .rhard deel~rvi. He
warned thai all the countries of Asia were in danger of overindulging i 1 :tionaliem,
and this oould lead to orection of economic barriers which would retaru th. develop-
ment of the arva. The real need of the Aslan oountries is for large arorts of
eapital in a short time, which could not come only from demestic sources, said
Dr. <rhard. In ansder to a uuestion; he indieated the private German ir-:ators
would be ruluctant to come to Ceylon, because the political situation ras unstable
and because the Ceylonsse have not yet resolved the problem of how they ar. soing
to bring about economic dovelopment, Dr. srhard added that in addition h: ~wld
axpect sems kind of an investment guarantes agre«mnt to be signed bstueen the two
govermments before investment took place, (snclosure 1)

Ur, tirhard's comments on Ceylon's political state evoked sufficient reaction
lu prompt the Minister of the German Legation to issue a press statesent on the
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' following day which was supposed to clarify Erhard's allusions. He stated that

"4t was not Professor irhard's intention in any way to suggest that there was
oY lack of stabdlity in the Govermment of Ceylon,"” According to this -
correction, what Dr. irhard had intended to state ..us that Ceylon had a great
esconomle potential and that in order to utilise it, "the political position
had to be consoiidated,” This clarificstion by the German Minister may have
been due to the fact that reportedly he was called in by the Prime Minister,
who declared that this “rhard statement had sndangered Ceylon-German relations,
The German Minister replied that he had always understood that the Prims
Minister believed in the "middle way" in politics, that srhard's statement had

taken that into account, and that nothing unduly critical of Ceylem's political

- .tuation was intended, The Prime Minister is alleged to have been satisfied
with this explanation,

Two newspapew editorialised about the srhard visit. The strongly anti-
Governmont deglared that during his visit to Ceylom Dr. Erhard had
“observed and has spoken clearly about the Ceylonese scene.” The
editorial stated that it was in complete agrecasnt with Dr. LKrhard's basic
‘thesis that this oocuntry had basic economic rescurces whioch should be developed,
und that it needed cutside capital te do so. "But as long as the Gevernment is
unsble to restore a semblance of political stability all the guarantees in the
world will not attract even t)e most adventurous investor to this country.”

The Times editorial was consicersbly milder, pointing out thst if the Governaamt
chose to industrialise by depending only on its ovn resources, them *"the process
would entail rigorous regimentation and the sacrifice of even the present standard
of living.” The recommendation made by this editorial was that Ceylon would be
better advised to get foreign assistancs, both private and governmental, However,
this Government cannot maks up its mind about which policy to follow, the
editorial conclunded.

Dr. Srhard's statement has been the subject of considereble private comment,
both Ceylomese and foreign. The Minister of Cosmerce is reported to have been
very critical, a reection presumably shared by other Ministers, 7The Permanent
Secretary of the Ministry of ixternal Affairs is quoted as personally agreeing
fully with Dr. Erhard as are several high-ranking military officers.

Within the westem diplomatic ocommnity, it appears that there is unanimous
agreement that a frank statement of this nature was overdus, and that Uy, srhard,
becanse of his personal prestige and the abeance of substantial German interests
in Ceylen, was aduirably suited to make it, However it is felt that reforemcss,
such as the ane to Ceylon as "the most restless of all countrises . . . in Aaja®
was not fully defemsidle, would cause undue Ceylonese irritation and probably
detrected from the desired effect.

COMHSNT: MWM»«&Mdmnmmhw, the German
Zconamice Minister had econcmie discussions with most of the prominemt Gevermment
officlals, and in his news oonforemnce, he spolkte in a rether blunt and effective
manner about possible German~Ceylon private investment. This latter dlunt
approash, it is undierstood, 1s advocated by the German Minister of Ceylon, who
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neverthless «xpressed himself privately as fearful of Ceylom Geverrment reaction
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after the statement was made, and of the opiniom that Ur, srherd had gone a
¥t far,
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