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MEMORANDUM 


THE WHITE HOUSE 

WASHINGTON 

Tues day, January 24, 1967 

Mr. President: 

The suggested Order of Business for the 45-minute NSC discussion 
of Southern Rhodesia: 

1. 	 Your opening Remarks 

a. 	 The purpose of the meeting is to review our current 
policy toward Southern Rhodesia. 

b. 	 We need to look at where we now are as well as where 
we expect to end up. 

2. 	 Ask Secretary Rusk to outline the State paper and to make 
additional comments if he wishes to do so. 

3. 	 Ask Ambassador Goldberg for his views as seen from 

New York. 


4. 	 Ask Admiral Taylor, who is sitting in for CIA Director Helms, 
to comment on the effectiveness of economic sanctions-­
unless the subject has already been discussed. 

5. 	 Conclude the meeting by asking Secretary Rusk to: 

a. 	 Review carefully the actions we must take in the next 
few months, and 

b. 	 Study the alternatives which face us in the next year or 
two with recommendations as to the course of action we 
should adopt. 

t:PA Rostow 

Attached are two unanswered quest j ons which I suggest 
you put to the a s sembled company. WWR 



MEMORANDUM 


THE WHITE HOUSE 

WASHINGTON 

Tuesday, January 24, 1967 

Mr. President: 

The State Department paper contains a useful summary of the 
history of the Rhodesian problem. It is less helpful about future 
U.S. policy. 

Ambassador Goldberg is expected to make a strong appeal 
to continue our present policy in the UN. He has been asked to 
speak no more than seven minutes and to address his remarks 
to where we go in the future. 

The two questions are: 

a. 	 What is Prime Minister Wilson g~ing to do if Rhodesia 
won't give in, and economic sanctions don't work 
primarily because South Africa won't comply? 

b. 	 How are we going to work our way out of this black/white 
African problem 

-without drifting into a situation involving the use of force, 
-upholding the United Nations, 
-maintaining our good relations with Britain, 
- avoiding a showdown with South Africa and, 
_retaining our influence in black Africa? 

QJ.~ostow 
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WASHINGTON, D.C. 20506 
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NATIONAL SECURITY COUNCIL MEETING NO. 567 


January 25, 1967, 12: 00 Noon 


AGENDA 


U.S. Policy Toward Southern Rhodesia 

For discussion of the State Department paper circulated 
with this Agenda. 
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--q F,' (j 

NATIONAL SECURITY COUNCIL 
WASHINGTON, D.C. 20506 

January 23, 1967 

MEMORANDUM FOR THE NATIONAL SECURITY COUNCIL 

The attached State Department paper entitled "Southern 
Rhodesia" is forwarded for consideration at the National 
Security Council meeting to be held in the Cabinet Room at 
noon, Wednesday, January 25, 1967, with the President 
presiding. 

Additional information on the Southern Rhodesian 
problem is contained in the CIA Intelligence Memorandum 
RR IM 67-1 dated January 1967 -- "Rhodesia and Zambia: From 
Voluntary to Mandatory Sanctions. 11 

b~~ 
Executive Secretary 

DEf'LJ\SSJiiJED 

Autl1•vi~· NLJ '63 - IVO -·· - ·-·- - ­- ~ 

By,~ , l ' '·H.::, nat"_7-)7 - .ft..f 
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1. Since 1923 Southern Rhodesia has been an internally 

self-governing colony with a high degree of autonomy. A 

new constitution granted by Great Britain and approved by 

a predominately European electorate in 1961 removed most 

of the few remaining legal controls held by the United 

Kingdom. This constitution was abrogated on November 11, 

1965 when Ian Smith unilaterally broke with the British 

Crown. 


2. The colony's estimated population of 4,350,000 is 

composed of about 4,105,000 African, 224,000 Europeans 

(white), and 21,000 of other ethnic groups--or a ratio of 

almost 20 Africans to 1 European. The whites are largely 

British or South African in origin. 


3. The significant features added by the 1961 constitution 
were a bill of rights and the intr~duction of a second 
electoral roll with lower _f'ranchise qualifi:cations, permitting 
a limited number of Africans to qualify. The African leaders 
refused to cooperate in implementing the constitution, which 
they considered a device to::: perpetuate minority rule, and 
few Africans registered to vote. 

4. The European electorate showed little desire td accept 

African demands and progressively replaced their more 

moderate party leaders. In April 1964 Winston Field, 

a Rhodesian Front Prime Minister, was replaced by his deputy, 

Ian Smith, when Field failed' to move rapidly enough .for 

the more authoritarian elements in his party in independence 

negotiations with the British. The replacement of Field by 

Smith was a continuation of the trend evident since the 1950's 

when each Prime Minister was more right-wi ng than his 

predecessor. On November 11, 1965, after nearly 2 years 

of unsuccessful negotiations with the British Government, 

Ian Smith illegally and unilaterally declared the territory 

independent from the Un a new 

constitution. 
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5. The British still at-pe~r .._-!.ll~ng tc grunt ttc colony ~ · 
its independence under conditions which provide for majority 
rule coupled with guarantees of minority rights. 

6. The six principles set forth by the British in the talks 
provide for unimpeded progress toward majority rule within 
a constitutional framework acceptable to the Rhodesian 
people. 

7. The United States and other nations have accepted the 
British Government's position that Southern Rhodesia is a 
British colony. We continue to recognize the sovereignty 
and legal authority of the United Kingdom in Southern 
Rhodesia. No country in the world has recognized Southern 
Rhodesia's declaration of independence. 

8. Soon after the unilat'eral declaration of independence 
on November 11, 1965, the Br~~ish, by a vote of 10-0-1 
(France), won approval in tfie Security Council for a 
measured policy of economic-:Sanctions against the ·regime. 
The voluntary sanctions program has caused some deterioration 
in the Rhodesian economy, although there has been serious 
circumvention through South-Africa and Portuguese Mozambique. 
The Rhodesian economy continued to function reasonably 
well and the Smith regime remained in firm political 
control. The British began in April 1966 another s~ries of 
exploratory talks with the Smith regime at the official level 
aimed at finding a basis for negotiations. 

9. Prior to the Commonwealth Conference in London (September 
6-15), rumors of an impending UK "sell-out" to Smith were 
widespread. Zambia threatened to leave the Connnonwealth 
if British policy toward Rhodesia was approved by a majori~ 
of the members. The conference communique reflected the 
wide divergence of opinion within the Commonwealth over 
British policy on .Rhodesia. The U:< received general support 
from only four countries, i~e., Australia, New Zealand, 
Malta and Malawi, with Canada playing the role of mediator. 
The other 16 called in varying degrees for more positive 
action by the British to bring down the Smith regime. 
(Tanzania did not attend.) The communique did record, never­
theless, the UK" s int~nt:~_o~ tq pu~ prcpusals ~c the Rhodesians 

-
·-· 


-·.. i 
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designed to give tht:! i:legal re:Sim~ o.1e l.:..st c:i.an~t:.: to return 

to constitutional rule be=cr~ t~e e~d cf ~he y~ar. If 

these proposals were not lccepted, the communique noted 

that the British Government would jointly sponsor mandatory 

sanctions in the UN prohibitiJg the import by member states 

of sel~cted Rhodesi.:-.n produr:ts. 


lOo A meeting took place between Wilson and Smith aboard 
HMS TI}ER December 2-4. There, the two sides drafted a 
"working doc ment" to be submitted to the British and 
Rhodesian c£:binets. The British Cabinet announced its 
apprcval of the ~ocumant shortly after Wilson's return t:::> 
London. The Smith regime, however, stated on December 5 
that it was prepared to agree to Wilson; J cons titutior.a.l 
proposals but that it had to reject the TIGE:'.. proposals 
as a whole because it could not accept a return to legality 

· --1'(i.e., rule by the Governor for an interim perioci of abouc 
four months)o Th~reafter, Wilson went to Parliament a~d 
reaff_._r..;ied thr· British connn;i."e"ment in the Commonwealth 
communique not to grant independence before m.ijority rule. 
Under the terms of the "woJ;-lcing document", ..independence would 
have preceded majority rule. 

11. UK Foreign Minist2r Brown on December 8 su~~itted a 
resolucion to the UNSC calling for mandatory ecc :omic 
sanctions on selected. Rhodesian products. On Dece!llber 1 ~, 
1366 a re 3olution (No. 232) was adopted by the Security 
Council imposing selective mandatory economic sanctions 
against Southern Rhocesia. 

us. Interests anj Objectives 

12. A number of important US interests are involved. 
We want to maintain our political influence in Black Afri~a 
and help to create conditions conducive to stability and 
progress. Continued lack of movement toward a Rhodesian 
solution could be exploited by extreme African elements, 
as well as by the Communists, to our disadvantage. Our - ~~ 

goa~s are to ~void. a racist war in ~outhern Rhodes~a a~d ·. ~..t}-tl~)-5
serio1:1s deteriorat7on itL race relations elsewhere in A£ric*f.l•'; · 
(particularly Zambia). i --Jf ­

J~~~ ·~ 
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- Fe r.:h lre -:he British 
-view that- a phased movement toward maj orlt:y rule in Rhodesia. 

is the best way to achieve our aims •. 

Intere3ts and Objectives o~ the UK 

1.3. The basic :i.:; sue between the British Government and the 

Rhodesian r ~gi~e has been the timing of independence in 

relacion to majority rule& The British have been willing 

to grant indepc :i.denc~ before majority rule, but only if 

nnimpedec prog=ess toward majority rule were ~ssured. The 

Africans and other members of the United Nations have 

urged the UK to allow indeFendencE only after the establish­

u:ent of n::ijority :.ule ., 


14. The UK. initially supported a voluntary sanctions -- ., 
pre: an C:do? ted by the UN Security Council in November, 
196; and subsequently backe~ the mand i tory economic 
:a:icci..ons resolution against Southern R.:1odesia in the hope 
:hat such ?ressure on the S..mith regime would bring about__a 
3ettlemenc of the probl ..:m .based on the six principles. i 

-


f 

• 
US Strategv and Past Actions 

16. On the same day that the Smith regime declared its 
independence from the United Kingdom, we announced the 
recall of our Consul General in Salisbury and the closing 

_.. BEE?.ET 
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of the US Informat:'.'.oa uf:~ict-! in Rhvde~i--:i~ Th.; U.3 Government 

at present ma.intair..J .::. 3m.1l.!. :tol.:.S :?-k~epir:g ..o::.::ular staff 

in Salisbury by virtue of authori .7 granted by the UK. 


17. ··'.)llowir:; the U~SC resolution in Nove".!lber 1965 calli.."lg 

:or voluntary economic sar.~tior.J in Sout~er:i Rhodesia the 

US Government urged US companies .:.::iporting vari:J11s .Rhodesian 

products into the United States to find alternate sour=es 

of supply. ~ve later imposed controls on exr;:Jrts to Rhodesia 

frc::i the United States. 


18. On April 9, 1966 the UN Security Council adopted a 
resolution noting its cor-cern that. substantial oil SUfpli2s 
might reach Rhodesia and result in a "threat to ':te r eace" 
by encouragir.~ the illeg~l r~gime. t-lhen it: became appar :it 
to the Brit:isn Government that the voluntary sanctions pro­

· -~ gran was not having the desired effect, we were asked to 
support a UK request in the UN Security Council for a r~solu­
tion calling for mandD.tory._econcmic sanctions against: 
Southern Rhodesia. We agreed and, following the collapse of 
the HMS TIGER talk.S, the British i~troduce~ their resolution. 
On December 16 UNSC resolution No. 232 was adopted (11 (US)-0-4 
(USSR, France, Mali and Bulgar~a)) imposing selective m.anda~ory 
s .mctions against Southern: ·Rhodesia.. The list of embargoed 
items covers some 80 percent of Rhodesian exports. On 
January 5, 1967 Executive Order No. 11322 was issued prohibiting 
ac~ivities by any person subject: to the jurisdicticn of the 
United States that are proscribed by the resolutiono 

Future Actions 

19. The UK continues to have primary responsibility 

for the situation. The US Goverrunent must, nevertheless, 

maintain close touch with the British as the sanctions 

program evolves. We must do whatever we can to provide 

the British with maximum leverage to use with th~ Rhodesian f_o~I~~~ 

regime to reach an acceptable settlement.h .:J'::,t,.J {":).S-: 


)ii'#' 

I 

I 
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22. Since the use of force against the-Rhodesi~n regine 
appears to be ruled out> no early solution of the probie~ 
can be anticipated. The US : should n~ertheless ~o~ ~in~e 
its policy of non-recognition of the Smith regime ::..n orcer 
to protect our credibility and position throughouc Africao 

23. The foregoing discussion reflects the current assess­
ment of 'l. variety of consid~rati.ons relevant to US po lie.-. 
Our policy should be given continuing consideration in the 
light of the anticipated f~t~~e problems discussed below. 

Anticinated Future Problems 

The Enforcement of Mandatory Sanctions 

240 The most likely cause of failure of the mandatory 
economic sanctio~s program will be non-compliance by key 
countrieso There is, however, some doubt that, even if 
sanctions were complied with fully, they would in fact 
bring about an early settlement in Southern Rhodesia 
based on the su pi::i.nciples. 

I 
COPY LBJ LIBRARY I 
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25. The countries ~u s e likely t~ viol~te tha sanctions 
aJ:e of course Portugal ana. Seuth Airi.; 1 .. 

26. The quescion t~~at tr~ 3ecurity Cotnc.:.l wi~l be faced 
with in March 1967, whe~ ~review by ~h= ~ ecurity Cou~cil 
of the effectiveness vf sanctions is sc~eduled , is what 
action t:J take shoul i there be E:Vidence :Jf non-compliance 
-JY UN members a Should the~e be consi.~ ab:.e 'Nidenct= of 
non-compli:.nce by ?or~gal and South A£:. !.ca, there is the 
str ng possibility that vari:Jus Af=i~an countries and 
others wi ·_1 ur~e the ex::en:iion o _.: ·m.-::.ndato.:y sancti.::ns to 
both Sou-en Afric~ and L ;.e Portugu;;;3e African territc~ies ... 

~--·- -""­
29. The failure of mandatory economic sanctions to bring 
about the restoration of constitutional authority in 
Southern Rhodesia would create hostility toward the US 
and the UK not only in Afr ica but in other areas of the 
world. American domestic criticism from both right and 
lefc of the us position on sanctions is likely to continue 
and support for the UK and UN actions may become more 
difficult to maintain. The p~estige of the UK and US is 
involved as well as that of the UN. 

COPY LBJ LIBRARY I , 
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30. If_ present: mec..sures are net effe~t:fv~, d· ~ f,_f=ican 

states can be expec tt:d to ::.ncre.a.Je tJre.Jsu::e .:er Z".n. independent 

US policy on Southern Rhodesia. Although US policy has been 

rep::-esenced to :he- Africans as independently arrived at, 

cer-ai~ ke~ African :eaders persist in the view that the US 

r.as be a - ·2l y fol~owing :::ie Br:..tisb. leado 


'I.1e Dec:..aration of :: Rhodesian Republic 

3 ·_, In the event of a declaration of a republic in Rhodesia 

(: ·:iich Smit~ : ha.s st£.-ced wil:. not take place without a vote 

of "the people"), we would be faced with tte probl-:m of our . , 

reore .s entation {n- ~~,; isbury. r -z.d)~J>~ : 


we might: find it to our interest r.<1;f,# . 
(a) to withdraw t~e smail staff that is presently there,..)'-9"'' 
(b : t~ mai...-i.tain some unofficial liaison with the regime, ·-; 

or (c) ta remain in place, on the theory that an illegal 

regime cannot ~ecome any Ine?re illegal by action going 

b ::yond .:::e unilateral decla-ration of independence. 


Racial Canflict -in Southern Africa 

32.. In t '. .e event th::t ser-i..ous ·racial conflict develops 
in southern Africa~ Communist ~countries will .ttterr:"'J _ to 
win over nationalist elements among the Black Africanso 
A racial conflict in Sonthern Rhodesia would l:e di:J;£icult: 
to keep from spreading into other areas both to the north 
and s utho It would be difficult for the United States 
to remain totally aloof from such a conflict and we would 
be faced with the possibility of being urged to support 
either the "white settlers" fur the sake of stability or 
the "black nationalists", who would probably have Communist 
backing, for the sake of our position in Africa and in other 
non-white countries in the world. 

I 
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FROM 

RHODESIA AND ZAMBIA: 
VOLUNTARY TO MANDATORY SANCTIONS::t 

Summary 

Mandatory economic sanctions imposed by the UN against Rhodeaia 
are not likely to have the desired result. Essentially, the Security Council 
Resolution of 16 December 1966 makes binding on all UN members many 
of the voluntary sanctions which have been in effect for more than a year. 
These sanctions have failed to force Rhodesian Prime Minister Ian Smith 
to reach an accommodation with the United Kingdom, largely because of 
South African and Portuguese aupport. Both South Africa and Portugal 
have indicated that theywill ignore the Security Council' a demands. Thua 
the economy of Rhodesia will probably be able to function•• dose to i>reaent 
leveb. ~luntar_y sanc_~ions also failed bec~user- . -~ 
~- · ...,;1the white Rhodesians'.commitment t~e unilateral declaration 
of independence (UDI). Their determination is probably even greater now 
than a. year ago. 

Most of the adverse effects of voluntary sanctions have fallen on 
Zambia, whose economy is considerably shakier now than when Rhodesia 
proclaimed its independence on 11 November 1965. Zambia has had little 
•uccess in its frenetic efforts over the past year to find alternative trans­
port routes and thus reduce its critical dependence on Rhodesia. If present 
trends continue. Zambia will almost certainly have to make further con­
cessions to Rhodesia to prevent economic deterioration. (F~r major 
transport routes in central Africa, see the map.) 

t

I . 

Rhodesia, moreover, retains its capacity to retaliate against sanc­
tions by refusing either to eupply Zambia with 2oods or to carry the bulk 
of that country's imports and exports. J. 

\___ 

~ 

~ 

' 

. 
1. 
I 

. ~ 

.:, 

• Thi• memorandum was produced aolely by CIA. It was prepared by 
the Office of Research and Reports and coordinated with the Office of 
Current Intelligence; the estimates and conclusions represent the beat 
Judgment of the Directorate of Intelligence aa of January 1967. 
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I. Impact of Voluntary Sanctions on Rhodesia 

mrnediately following Rhodesia'• unilateral declaration of 
independence on 11 November 1965, Britain announced a number of ' 
economic sanctions against Rhodesia. Under pressure from African 
atates, additional •anctions were aoon added, including an oil embarao. 

B. Effects on Foreign Economic Relations 

Economic sanctions failed not only because of the '.8trengtb of the 
Rhodesian economy but also because they were not universally enforced. 
Potential profits attracted many traders and companies to trade with 
Rhodesta, and some countries, although paying lip service to •anctions, 
did little to force their nationals to comply. South Africa and Portugal 
were opposed to sanctions and rejected them outright. • 

. 
The Rhodesian business community, with the help of middlemen 

throughout the world, developed various measures to evade sanctions 
affecting exports -- for example, the use of false certificates of origin 
and the mixing of Rhodesian products, particularly raw materials, with 
•irnilar products from other countries. Firms in South Africa and 
Mozambique have been especially helpful in selling Rhodesian goods 

ab1:?a ~.-~ 
£ ~ £ven some Communist and Afro-Asian countries 

hav..e ued to GnPort Rhe>Pesi an goods. Moreover, exports ha"·e been 
- helped by the worldwide demand for Rhodesia's mineral and agricultural 


products. 


- 3 ­
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Similarly, Rhodesia has experienced almost no problem in 

meeting its import needs. So~th Africa and Mozambique have re~xpor~'!d 


goods ordered specifically !o'!' the Rhodesian market, and European a.nd 

Japanese good& have replaced British e:xports to Rhodesia. 


1. Exports 

Trade restrictions were expected to reduce Rhode•ian 
exports by over two-thirds in 1966, but exports act.ally dechn~d by no 
more than one-third. Exports decreased mainly as a coneeq•.!E:nc~ of 
reduced British tobacco purchases and smaller sale• of rr,anu!acture-i 
goods to Zambia. The estimated total -- about $325 million (inc.luditlg 
reexports and net gold sales) -- reflects 8: 55-percent drop in tobacco 
•ales compared with 1965, and a 20-percent decline in other exports 
and reexports. The estimate of tobacco exports, however. is conservative 
and could be substantially higher. 

Rhodesia exports a wide range of products other than 
tobacco. Many nontobacco exports (about two-thirds of total exports~ 
have about matched the records set in 1965. High-grade asbestos , chrome, 
copper, and gold -- the country's major mi~ed products -- aold readily, 
as did pig iron and finished steel shapes, meat products, and the la:-ge 
corn crop. Sugar, however, bas been a p~obl~m. in part because of the 
"World surplus. 

Zambia and the United Kingdom have traditionally been the 
major importers of Rhodesian goods . Other major customers ha·.re been 
the Republic Of South Africa, We&St Germany, and Japan. , These five ,
countries in 1965 took 70 percent of Rhodesia's exports. 

-
Total Rhodt-!ian sales o! 

many commodities to South Africa hav~ risen7""' Part of South Africa' 1 

purchases are reeexported and part allows South Africa to ~xport an 
equivalent amount o! its own good::;. Rhodesia : i; exports to continental 
Europe, the United Statt; s, and Japan in 1966 we:e about the aame as in 
1965. 

.. 4 .. 
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' 2. Imports 

Rhodesia had no great difficulty in obtaining import. in 1966. 

- - J I 
There was a very large increase in imports from South Africa. 


Althougn-1a major portion of this increase was made up of goods produced 

in the Republic, a large •hare consisted of products •old to South Africa 

by third countries and delivered to Rhodesia. Mozambique also •erved 

as a channel for such third-country trade. 


Rhodesian imports in 1966 were about $Z40 million -- aome 

30 percent lower than in 1965. Much of the reduction was the result of 

Salisbury's licensing and exchange controls de•igned to bring importa in 

line with a lower level of exports . Initially the cutback in inlports was 

not seriously felt, because of the cushioning effect of relatively large 

atocks acquired before UDI. While these atocks are now exhausted, local 

manufacturers have filled part of the gap by producing import aubstitutes. 


The oil embargo,~
' - ··-· ­
did not prevent Rhodesia from receiving enough petroleum in 1966 to me 

care of consumption under rationing and to increase stocks as well. 

Most of the oil coming into the country is shipped over the rail line 

from Mozambique, ·· but it is not clear how much originates at the refinery 

in Lourenco Marques, how much comes directly from tankers at the port, 

and how much is shipped from South Africa. About 20 percent of 

Rhodesia'~ oil imports come directly from South Africa by road through 

Beitbridge:· A port ion of this traffic, however, consist• of jet fuel, 
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primarily !or use by aircraft of the South African Airways which land 

in Rhodesia. Shipments of POL over the Botswana Railway from South 

Africa have been negligible. 


A1 Rhodesia:& oil 1upply was assured, the Smith regime 

became more relaxed about gasoline allowances. Since August, motori1t1 

have been able to buy above their ration as much gasoline as they wished 

for about $1. 00 a gallon. At this price, :however, buyers are few. To 

add a measure of safety, the foreign-owned oil companies operating in 

Rhodesia were requested to double their storage capacity, and are 

doing so. In addition, the Rhodesian government-owned oil corporation 

i• building facilities to hold 5 million to 6 million gallons. When 

completed, the new tanks, together with existing facilities, will provide 

about 30 million gallons of atorage capacity, or four months' aupply 

under rationing. 


3. Foreign Exchange 

Rhodesia probably added to its foreign exchange holdings 
dw:ing the first year of independence. Imports and exports dropped at 
about the 1ame rate during 1966 a~d the trade aurplus will probably be . 
about $85 million, compared with $117 million the previous year. 
Rhodesia's net foreign payments for services, investment income, and 
migrant labor, however, ahould be only about $35 million, compared with 
$78 million in 1965. This drop stems from the halt in investment income 
paynients to London and from the decrease in expenditure on freight and 
insurance as a consequence of lower imports. Net capital movements 
were minimal. Wbile all of these estimates are subject to wide margins 
of error, they indicate that Rhodesia should have a current account 
aurplus o! about $50 million during 1966. This surplus, combined with 
the approximately $Z5 million held at the end of 1965, would gfve Salisbury 
about $75 million in foreign exchange to start the new year. 

C. Some Internal Effects 

A well-diversified economy has enabled Rhodesia to minimize 
the effect of sanctions. Be sides being able to feed and clothe itself, the 
country turns out a wide assortment o! manufactured goods. The buoyancy 
of the Rhodesian economy in 1965 further cushioned the impact. During 
1966, unemploynient remained very low, pricea rose only moderately, 
and the government financed its operations easily despite increased 
emergency spending. Rhodesia, however, has not escaped unscathed. 
Econonlic development has been curtailed, and national income has de­
clined -- proba~ly less than 10 percent -- mainly because of lower farm 
and busineslS profits. 

t: 
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1. Employment 

The level of employment has changed little aince 
independence. Although a aborter work week has been e1tabli1hed in 
•ome industries, the number of whites who have lost their jobs a• a 
result of the UDI is probably no m~re than 5 percent of total non-African 
employment. Most of these have found other work, mainly in public 
aervice; aome have taken temporary jobs in South Africa. Most firm• 
retained workers either because of government manpower controls or 
in order to hold their work force together until the aituation improved. 
The costs of this holding operation have been borne by conaumera 
through higher prices and by busineas through reduced profit•. Deapite 
the uncertainties which followed UK aanctions, white emigration, anainly 
to South Africa, was considerably low~r in 1966 than in 1965. The number 
of whites entering Rhodesia dropped aharply, however, and t~ere probably 
was a net loss of about 1,200whitesin1966. 

African unemployment has not increased appreciably 
either, partly because of labor-intensive achemes initiated by Saliabury. 
In addition, the government is returning Africans to the reserve•, and 
last February it re served nearly all new agricultural jobs for domestic 
labor. The restriction had to be relaxed somewhat because not enough 
local workers applied for these low-paying jobs which normally are 
filled by migrant workers from Malawi. 

2. Agriculture 

Rhodesia had :l relatively successful crop year in 1966 and 
the food supply is adequate. Agricultural income, however, may have 
been 10 percent lower than the record set in 1965, because of lower 
tobacco prices . Farm income from this year's estimated crop of 250 
million pounds of Virginia flue-cured tobacco is expected to be about $70 
million, or about 25 percent less than average receipts over the last few 
years, but tobacco growers as a whole appear to have covered coats 
and only a few have applied for special financial assistance ." The 1967 
crop now planted has been reduced to about 200 million pounds, but the 
guaranteed price is being raised to 30f a pound -- compared with about 
2~ ~ a pound on the 1966 leaf. 

As much as 80 percent of the 1966 tobacco crop may have 
been sold for export. A large part of the crop probably was bought at 
low prices and is being held in Rhodesian warehouses in th~ hope of a 
aettlemeiit. Since the leaf must be aged for at least 18 months before lt 
can be ~used, the delay is causing no immediate problems. ' 
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·; 	 • 11l · early 1967 many countries[_ · 1· 
. -lwill feel the absence of Rhodesian tobacco from the world 

market. 1f'be only alternate aources of good flue-cured Virginia leaf 
are the United States, Canada, and India. India cannot increase lta 

• Iexports, because of drought conditions, and while additional leaf may be 
obtained from Canada, much depends on the weather and other variablea. 
The US leaf is plentiful but expensive•. I 

3. Industry 

Industrial output has been cloae to the pre-UDI level 

except for motor vehicle•, which in 1965 accounted for only S percent 

of total manufacturing output. Although aalea of manufactured goods to 

Zambia declined in the last aeveral months of 1966, the internal m&?'ket 

expanded. Rhodesian manufacturers beg~n to produce goods that had been 

previously imported. Rhodesia'• ability to expand quickly into the produc­

tion of various types of new goods is the result of flexibility in the 

industrial aector which, even before UDI, was highly diversified for the 

•ize of the economy. 

4. Minin& 

In 1966 the value of mineral output probably topped the 

record $90 million aet in 1965. There has been a atrong foreign demand 

for Rhodesian minerals, and copper prices have been exceptionally high. 

Toward the end of the year, coal sales to Zambia dropped considerably, 

largely because of disputes between Zambia and Rhodesia over the opera­

tion of the jointly owned Rhodesia Railways. Rhodesian coal is vital to 

Zambia -- without it copper production would cease. These coal aalea 

to Za.rnbia are of only D"linor in"lportance to Rhodesia, however, and in 

the past accounted for less than 5 percent of the value of total Jninera.l 

production. 


Investment in mining has continued, including a large 
expansion of the Anglo-Americ~-owned Trojan Nickel MineL _ J

I ._ Jand the installation of two new electric 
furnaces of the Rhodesian Alloys, Ltd., ferro-chrome plant. 

5. Domestic 	Trade 

Retail sales have been 5 to 10 percent below pre-UDI levels 

mainly because of a ZS-percent drop in automobile •ales. The disruption 

of normal •upply lines by sanctions has caused only a few difficulties. 

Although stocks of imported items have been considerably reduced •ince 

UDI, Rhodesian manufacturers have begun producing similar go9ds or 
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and the public has readily adapted to the new items.fubstitmes, 

6. 
J 


Finance 

The Rhodesian government'• finances have not been 
especially 1trained by sanctions.r. _. ~ · - -~J · --~---....- _,_ __ · ··- __:J .1.n fact, there wa~ a 

•mall budget surplus in fiscal year 1966. The 96\idget for fiacal year 
1967, which asswnes that sanctions will continue, envisions a very 
amall deficit. The cost of security operations -- both police and armed 
forces -- and of social aervices will increase, but these will be largely 
offset by decreases for 1967 in foreign debt repayments. 

ll. Impact of Voluntary Sanctions on Zambia 

Zambia's economy has been adversely affected by the UK-sponsored 
program of voluntary sanctions against Rhodeaia. Copper production 
has declined, there has been a general rise in prices throughout the 
economy, many akilled white personnel have left the country, and govern­
ment spending has increased sharply -- partly because of the coat of 
transporting petroleum products to Zambia over highly inefficient routes 
which do not transit Rhodesia. Lusaka, however, has been able to pay 
for these additional expenses from record government revenues accruing 
from recent increases in world copper prices. 

-· 

- 9 ­
COPY LBJ LIBRARY'SECRET 

.· 




. -: . 

I 
I 
I 

Wbi e-owned farms produce the bulk of Zambia'• cash crops. In 

recent months, many white farmer• have left, and the output of caah 

crops has declined. Since Zambia obtained it• independence in Octobe~ 


1964, the number of white farmer• has been halved and aome 200 large 

farms, including 40 tobacco farms, have been abandoned. 


-
Zambia's copper industry, which forms the backbone of the econom.y, 

1is Operating ~der serious handicaps. Continuous labor unrest, atrikea,
"-- _ f transport crises, and shortages of coal and fuel oil 
have plagued the industry over the past year. As a result, production 

declined to 589, 000 abort tons in the first l l months of 1966, comp,.,red 

with 690, 000 short tons during the aame period in 1965. In November 

1966, output was nearly 30 percent below the November 19651evel. 


In spite of a decline in copper exports, government and company 
revenues from mining were much larger in 1966 than in 1965 because 
o! high world prices for copper. A large portion of the increa~ed 
revenue of the mining companies is, however, subject to a new tax. 
Furthermore, the companies are facing a profit squeeze brought 
about by rising costs. A 22-percent wage increase effective 1 OctobeT 1966 
will raise the companies' wage bill by about $11 million annually. 
Also, fuel costs are rising, and it now costs more to ship copper to 
ocean ports via non-Rhodesian routes . All of these added costs could 
cause aerious problems for the copper industry should world prices 
decline mar~_edly. 

~-
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Daily operational expenditures by the Zambian government !or 

the fiscal year ending 30 June 1966 were almost 40 percent higher 
than originally estimated, largely because o{ emergency spending 
associated with sanctions. Capital spending also increased. Some 
$46. 8 million of the $191. Z million in capital spending planned for 
the year ending 30 June 1967 ia to reduce economic dependence on 
Rhodeaia. These rapidly rising government expenditure• have been 
eaaily financed from increased copper revenues, but like the industry, 
the government budget could be under great strain if world copper 
pr~_Jhould decline appreciably. 

-J Obtaining goods from elsewhere baa resulted in higher 
costs and long delays for Zambian traders, and abortages of aome 
items have developed. 

lll. Prospects 

Mandatory economic aanctions* are not likely to have much more 
effect than the previous voluntary O,I!eT: _ ~ -:;.~ 
~ The white Rhodesians as a whole 
are more firmly behind Smith's R~esian Front Party than they were 
a year ago. They are confident that they can continue to survive any 
measure that the outside world is likely to take against them. 
Continued South African and Portuguese aupport in circu~wenting 
•anctions seems assured, and Rhodesia for its part is more experienced 
in evading sanctions. 

* UN mandatory sanctions prohibit member countries from buying 
Rhodesian asbestos, iron ore, chrome, pig iron, copper, tobacco, 
augar, and livest_ock products. Also, it will be illegal to supply 
Rhodesia with crude oil or petroleum products, airera! t and motor 
vehicle•, as well as equipment used in their manufacture, aesembly, 
and ma~tenance. 
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Rhodesia's exports will remain at about present levels largely 

because the count~'& aszricultural and mineral products will continue 
~~~~~~. r ~ 

f < 

Moreover, ll~~ O:N oil embargo will continue to be frustrated by both L 

South Africa and Mozambique. F'- · 
.. , ... 

.. 

'­
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