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REVIEW OF THE WORLD SITUATION AS IT RELATES TO-THE SECURITY
OF THE UNITED STATES

SUMMARY
I.Mpdmmmmd_mmthbehdedwﬁnkwmpdmewm

Powers to reopen quadripartits tiation with respect to Germany as a whole (infra,,
para. 1). . .

2. The breach between Tito and the Kremlin brings into the open the latent
mmnuzmmmwmmmmwmmdmﬂmummwmnm
been inherent in the situztion since the expansion of Communist control beyond the
Wmumdmmmuhqmﬂoummdmmm
Communism to retain power indefinitely beyond those frontiers. For the short term,
ntMltmmh&.MﬂbwmmedIannggoodmsmotYm
slav independence (infra., pagas. 2 and 8). : .

3. Tito's contumacy will- probably causs a widespread and disruptive purge of
Communist ranks which will complets the elimination of Communism as a formidsble
WW&hWM'memmmmtdm faithful as a
dhdplinadmth&lnm(ﬂn..ms). ¢

£m1avmgmwwmmlcmmﬁnueddm

outside Power or Pawers (infra, para. 11).

&Pmmn;mmmmmmmmmkuémunmtobeadmhm
mmmmm:amumunuumummnm (infra., paras.
13-17). .

7.nun‘mutppmungaponuwmmmmuonummm

seriously affect its ability to afford valuable cooperation to the United States (infra.,
para. 18).
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REVIEW OF THE WORLD SITUATION AS IT RELATES TO THE SECURITY
OF THE UNITED STATES .

A s i A X

GENERAL
1. Sovir Punrroses 1N GermaNY.
E The Soviet blockade of Berlin is consistent with the desire to negotiate indicated
in CIA 648, mmtmmmmmm,wuwmuum
than defensive or conciliatory. *
The blockade of Berlin is designed, in the first instance, to campel the Western
Povwers to recpen quadripartite negotiations with respect to Germany as a whole and
torendgrthemacqulucmttowlenem& At 1:0 more cost than the relaxation of
mkmm!umeﬂmumgmmpsmmonmhm:muu
reparations, the USSR would hogle to-gain an effective voice in the control of Western
Gmnynndq:edauyaﬂhemﬂu By this means it could prevent the consolidation
Mawmemmuumﬁmmwmmmmnmoppomzymm
about an eventual eastward orlentation of Germany as & whole. The corresponding
broader consequences would be to reduce the contribution of the Rubr to the recovery
of Western Europe, to gain a share in Ruhr production for the USSR and its satellites,
MbmﬂmwrehmmwdaﬂmdaWManunmmtymm
istic toward the USSR. : .
nmwmmmummmahmpmwmnm
umummmwam'mhm»wmwmunpo-
sition there as o hasten the day when the USSR would expect it to become untenable.
Denied quadripartite agresment on Germany as a whole, in all probability the USSR
rez. -———-vou!dlntcnd!ylhprumﬂy ',' blockede into a decisive effort, by all means short
’ smm@mmmmmtoﬁmvmmm.wuum
' m--mm"cmmmgauwuunpwmmumm
to p the consolidetion of & West German state and to

mmm“mmmuwwmumwmbmsm»
controlled East.

GIR SR “n- ¥

The breach between Tito and the Kremlin is the most significant development in
international Communism in twenty years. It brings into the open the latent con-
e flict between international Communist discipline and national sentiment which has
bemh!mmtmtbeﬂmmmmﬂmo!commmmemmwymme
historical frontiers of Russia and puts in question the ability of Russian-controlled
Communism {o retain power indefinitely beyond those frontiers. -
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The essential complaint against Tito is that he pursued his own political interest
and the national interest of Yugoslavia rather than the objectives of the Kremlin and
that he ined defiantly i itent when called upon to confess his error and mend
hisways. The principal issue was probably his persistent advocacy of a Balkan federa-
tion, which could clouk Yugoslav imperialism and could result in the creation of a
power ble of g its independ of the USSR in the international balance

. o(yowmr An incidental aspect of this tendency was his disposition to exploit the
situation in Greece to Yugoslav advantage and Communist disadvantage.

The Kremlin's decision to call Tito to account mppears to have been:taken in
February, when he falled to practice self-criticism and abasement with respect to
Balkan federation, as did Dimitrov of Bulgaria. Tito’s formal Indictment occurred in
March and was gerierally known throughout the higher echelons of the Communist
Parly in Eastern Europe. ‘The conflict became public, howerver, only on Tito’s refusal
to leave the safety of his own country to attend the Juns meeting of the Cominform.

‘The open scandal has been most untimely from the polnt of view of Molotov and
his diplomatic interests, suggesting a conflict 'of purposes; if not of personalities, be-
tween him and Zhdanov, the gudirdian of ideclogical purity and party discipline.: The
.Kremlin may have been 20 ill informed as to suppess that Tito would not dare to refuse
the awful summons to Canosse. In any case, it was compelled to Invoke open sanctions .

his lest that ralize the remaining satellites in Eastern Europe.
mmthmm-mommunmuonmdlnm‘ﬂctmthaonlymﬂom
lvlﬂ.lbletothakﬂ!nlhhth!sﬂu. :

ThOYugmhvmunMPmyuunlqu (m‘pt!ortmclﬂnm)!nthtlth
of local development and self-contained. It is rooted in the Yugosiav Partisan move-
ment.'hlchmmulndypﬂﬂoﬂclnmmmmmcmmmm"mm
smwtnamppmumnmwmmmmmmmmwm

: mruummmmnyuuaphumm [

mmmmnmmmmmmummy

,-Wmmmamwdmmvmvmmmwm

-+’ personally. Mﬂﬂbmbhaﬂmﬂﬂuﬂc{wﬂ!m&hﬂmsmﬂr
hmvummmmhuMMMMYuwmu
to Soviet domination. leomhnmﬁmmuﬂhanmhhﬂmtmmmlat
mmmmmmmwmmwlmmw& Armed
mmm.mammmmmmdmop-
portunities to the Western Powers, and would involve unacceptable risk of a general
war. Only by long term penstration and subversion can the Kremlin get at Tito, yet
each passing day of his impunity damages its prestige in Eastern Europe.

Tito, for his pert, cannct immediatoly turn to the West without rendering his
position vulnerable. He must demonstrate his loyalty to Communism and protest
his innocence of heresy. Inexorably, however, the logic of his position will force him
into association with the West as a'factor in the balance of power, however Com-

" genay ' 1
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munistic his domestic policy. The gre the ted on him by the Kremlin,
the more rapid this transition will be.. '

S. I CoMm Discrrrues,

The Kremlin is quite capable af exploiting the sentiment of nationallsm for its
Own purposes, as currently in Southeast Asia (para. 16). In both theory and practice,
however, it cannot permit either individualism or nationalism to impair the absolute
obedience of local Party leaders to its own dictates. A conflict between such rigia
diseipline and local judgment is implicit in the character of international Communism.

" Apart from any latent patriotism, it may appear in a national leader’s presumption

of better understanding of the national temperament ar of the local situation. This
dbe!plhnypmblemhmmﬁynndqndthemmmhbythﬂut&mmmbﬂm
man the governments of half a dozen supposedly soverelgn national states. .
Within the Soviet Union the conflicting vequirements of particular nationalisms
M'mnmmtwwmwwmlmmmammm
mmmmduwemmmmghthemﬂl_dpnwmmﬁm. A similar device
mumummmmmmmuum,mmmmmm

" sbsoluts domination of the Kremlin, so that Poland’s “independence” would be no
mmmmammwcmunumummmmupm

upon absoluto party discipline,
mnwmwwmmmmuumwmmmbug
a3 supposed, the successor of the Comintern as the device for Kremiin control of
foreign Communist parties and the governments of “independent™ states whare Com-
suunists are in power. Also made starkly plain is the Kremlin's subordination of every
mﬁoﬂdh&&mmm&nwmmmmm. This revelation should
preciude the further political associationi of any patriob with international Com-

| munism And o roduce the Communist parties of Europe to thoss militants who have
irrevocably transferred their entire allegiance to the Kredlin, -

. This tendency hiad been apparent in the French Communist Party sincs the cstab-

v lshiment of the Cominforny, but the firocess ia 23 yat by no means completod. The
. Italian Communists avoided the Torfeitire of national ‘charscter and as recently as.

April mﬂdmﬁmpu.qno.ooonm'bm'mmiamy‘m'wpmmmm-
form line, no doubt Krepared to accept ths logical consequences. o

., In Bastern Europe considerabls latent nationalism persists even amung Com-
munists, especially in Poland and Czechoslovakia, ‘Ironically, the vehemence of the

. Albanian and Bulgarian denunciations-of Tito is attributable as much to individual-

Bﬂcmdmﬂanﬂhﬂcfmo(ﬂhimblﬂmmd!u:oﬂavimpmwmuhcom-
munist discipline. ) ’ ’ ; i

Tito’s example could prove infectious in the non-Russian Communist world and
aw.ummmmumwmmmmmmm In any event,
the apprehensions of the'comlntomwmmblypmdueuwldesprudanddlsmpﬂve
party purge. Thuproeeuwmpmbablycomphteﬂudhn!mﬂonolcmmunnmua

.
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formidable political movement in Western Europe, but at the same time It will render
the faithful remnant more effective as a disciplined fifth column,

The Chiness Communist Party is guilty of most counts in the indictment of Tito,
but nothing is likely to be said about that.

4. Tae EcoNomic Teenp,

The favorable genéral trend t world economi y continued during
the second quarter (sce Appendix, p. 10).

PARTICULAR SITUATIONS IN EUROPE

5. Tax Usrreo Knwovom.,

nsmm_mnmmmndmmmhoommmtmmm
poucyandmnglywppomdbythqknﬂw Fears that war weariness and
mommwm&htmdm:mwlmtmmtmdmetme
have been disproved. ) o . L

The United Kingdom's international balance-of-payments position remains critical,
hm.desplteumﬂbdbuusehlndushﬂpmducﬁdn,umdwlmouxpom,
amammmammm_rmﬂmummmmdmmm
of substantial ECA assistance, It seems clear that, even with ECA support, the drain
on dollar and gold ressrves.will continue through 1948, :

! ﬁ. Fraxce.

mn-wm.ﬁm'mmmmmambya
narrow margin, “admonished” the Government 'to seek more extensive Hiternational
mhﬂ}dmkm.bsnﬂhwmdmmﬂwﬁmmmm
Reich, and to éndeavor to obtain quadripartite agreement with, respect to Germany.
mmmmbwmmunmwmcuumumunmn
'wmmbwmmmw.ww.mmmmmam,
-development of the situation in Germany. R

The Assembly’s action ai the Six-Power Agreement colncided with an cutbresk
uﬂahnauncmty_lmbfnkaupldtdninlhﬂuhmpmb&rphnhdmmb
Ferrand. The strike, {n supp of wage d ‘,mwtdtcomm!udstphnto

established. Local militants; however, teixed the occasion to instigate disorder at
ammbmmmwwx‘mwmwmmmmmm
campelled to support them. 'rhlsntempttouploutbcllmuoamdateated,how-
w,wmwummummmdMnmumomm-
ment'lucnﬂtytmn:vlthlﬂ-lwdaysmmv_nemw The Com-
munists, reverting to thelr prévious strategy, are unlikely again to challenge the Gov-
ernment until the “social climate” improves. ’

o
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These labor troubles, however, point up the wa.;e-prlca dilenuma confronting the
Schuman Government. The non-Communist unions, at the risk of losing members
to the CGT, have withheld' wage demands in order to support the Government's
effort to reduce prices. Retail prices, however, arc rising again and arc already back
at the high reached in February. The non-Communist unions are thus compelled to
demand a roturn to price control and to consider demands for wage increases. The
Government’s position is rendered the more difficult by the fact that DeGaalle, in
an eflort to win labor support, has now seized upon this issue and instructed his labor

. cells to take the lead in wige demands. Some upward adjustment of wages would
mwuwmmmmmmammwm
launch another round of eqnlnydhnautmstpthasehunuulounnnnnnu

7. Iravy. '.

Liks their French comrides, the Italian Communists are seeking to reassert their
uanm;umwmmwmmmwmmmn
to inadequate pay and! t. Their latest device, a series
ummmthMMhnnetﬂthmmdme

Inability of non-Communist labor leaders o oppese them on these issues.
mwmmmmnmmwmromm“u
" electoral device, and resistance to the European recovery program, but these concessions
to rank-and-file sentiment were offset by lack of progress toward recunion with the
moderate Socialists and a resolution in favor of continued collaboration with the Com-
munists, - Although the situstion within the Party is fiuid, developments probably
depending on factional opportunism, continued indirect Communist control of the

Party apparatus may be suspected.

mmmcmmthmannwmmm
mtm&m;mnmmwdonmmlmmmmtum
. ment. :Its {nactivity with respect to promised reforms has caused concern among its
" 'Socialist and Republican members. The policy of the Government may be to rely on
- ECA sllocations to ameliorate economic conditions in Italy, basic reforms being opposed
by powerful indu :trial and ecclesiastical infiuences. S\Il:\ltpolky'onldpllyinlome

hand of the Communists. .

. 8 GeaMaxy. .

The Western German attitude tovard the Six-Power Agreement remains unen-
thusiastic (CIA 6-48). Both major parties, the Social Democrats and Christian Demo-
crats, argue that the people ave more concerned with economic than with constitutional
Mmmwwmmmem:mwmmtrmummmbe
 { tedinp t t In keeping with this attitude, the representatives
oluueluenWamumderhanngnedhothanwmdahbﬁshnmtd;een&n
administration at Frankfurt, but have requested that the words “constitution” and
“government” not be used with referonce to it. -
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The Initlal cffects of currency reform in the Western Zones have been generally
good. Tbe uitimate effect will depend largely on § production of consumers
goods before goods hoarded hitherto have been sold off. contrast, Soviet currency
reform appears to have been hasty and slipshod. Despite the precariousness of the
situation in Berlin, Western marks are at a premium there over Soviet marks.

The German population in the Western sectors of Berlin continues to be strongly
anti-Soviet in attitude. Its faith in the Western Powers has been strengthened by coT
their evident determination and the scale on which supplies are being flown in.
These Germans will generally remain steadfast in this attitude unless their will is
sapped by starvation or by conviction that Soviet occupation is inevitable. .

The British embargo on shipments into the Soviet Zone has had a damaging effect
on the economy of that area and has correspondingly enhanced the bargaining po-
sition of the Western Poweis with respect to the blockade of Berlin.

S

9. YucosraviA (see also para. 2).

Even before Tito’s break with the Cominform, the Yugoslav economy was in
difficult straits (CIA 6-48), largely because of the inability of the USSR to daliver capital
Mmdnwmmmmwbmxmmwmmmﬂpm
which the East could not provide. In present circumstances, and in view of the
“technical difficulties” which have already arisen with respect to Danubian shipping
and Rumanian ofl, Tito will be all the more anxious to develop trade with the West.
His economic need, however, i; balanced by political necessity to avoid the charge that
he has s0ld out to Wall Street, 30 that great delicacy is required in this matter.

mmmmnmnm
10. Gzzxcr.

mmumtbyhcmkmmﬁucﬂﬂﬂlopmﬁondmm
_.mmmmsmmmummmmhmnmmwmu
b Iread h ot'x* ! ddmmcmktudto!yhum
mmﬁhmbmﬁwﬂn!mhihqmﬂwﬂh'ﬂh He will presumably
reccive the continued support of the Cominform, Albania and Bulgarla. -Supplies
: stockpiled for him In those countries are sufficient to keep him in business for some
L time, if he can avold defeat in the fleld.

11. PALESTINE, .

Since 15 May the Jews and Arabs have experienced four weeks of bitter hastilities
and four weeks of uneasy truce, without any weakening of either Jewish determination
to establish & sovereign state or Arab determination to prevent it. The period of
hostilities Jed to a military stalemate. The period of truce was advantageous to the
Jews. The Arabs have now refused Lo accept an extension of the truce unless their
proposals for a political settlement (a unified Palestine with restrictions on Jewlsh
immigration) are accepted as the only basis for further negotiation.

- SRARES (]
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In the resumption of hostilities the Jews will probably seek to consolidate their
control of the coastal strip and of Galilee and to gain complete control of Jerusalem,
The Arab main cffort will presumably be to reimpose their blockade of Jerusalem.
The success of the Arabs is doubtful in visw of their acute shortage of aromunition.

Unless the Arabs can forcs political concesslons from the Jews within the next
two months, logistical difficulties will probably compel them to withdraw their armies -
from Palestine. Hom,tbqanbeu:peeudtomppnrtgumﬂhopemﬁonsthere
indefinitély. Arab raids, non-recognition, ahd economic sanctions will isolate and
harrass Israel, impose upon it o heavy burden of defensive precautions, and stifle its
economy. Israel will thus remal ly dependent on the goodwill and support of
some outside Power or Powers. - .

12, Tuxz MmoLe Easr.

 The new Hajir Government in Iran gives promise of a resolute policy toward the
USSR and even of some internal reform. Hajir's: success will depend large=ly on the
continued support of Qavam against the bitter gpposition of anti-court and radical
elements, . H

The potentially explosive Kashmir and Hyderabad disputes remain unsolved, but
thedanguofamedemmctb&wemmdhmd'qmsanlppmmtobemwta
THE FAR EAST e '

13. GzenzmAL,

B Prevailing conditions throughout'the Far East continue to be adverse to US stca-
togle interests and favorible to the extension of Soviet infiuence, Fear and suspicion
uwwmum‘mm,mm&mma-mmw
Uncertainty as o the continuaince of US suppdrt for the hewly elscted government in

~._.8°athxommdthenpmdo§arbnﬂmeﬂh'dtudhnlnchlumbomdmgmg

' toUS prestige and influence.” Southeast Asia hiis recently been the scene of intensive

mmvcmmmmywmmbambmwmmm
strategic mat duced In that arex. | . i -

14. Xomza . ; .

The “National Assemably” in Scoul will probably establish & p dly national
government for Korea on 15 August. The North Korean radio has threatened that,
in this event, a national government, including South Korean rcpresentation, will be
established in the North, and that this government.will demaud the withdrawal of all

! foreign troops. .

In keeping with previous estimates, the Soviet strategy foreshadowed in this propa-
gandalstode!ayunulvsmponsmmty!urthed!ﬁdm'ofmu"pmnd"bym
mugmmnuawmxmngmmammmmnmmm
Eorean People’s Republic In the North, with merabership from both sections of the

SReREY 7
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:ountry. which the govemment at Seoul would lack. At the request o( the People’s

Republic, Soviet tr ,',{, 1d be withd; * At the September session of the UN Gen-

eral Assembly the USSR ymnn :then demand that the People’s Republic, rather than

the gov t at Scoul, utrulymtimal and that US as well as Sovict
_ forces be required hwﬂw:wfromxorea. .

15. Cumva

Ry .

mthmthepmmm\m‘u:e prestige and authority of the National Government
havemnktoanewhwmukedbythemddmhﬂolhﬂengnndths;pectacu.lar
decl!m!nthevumeolthemﬂnmdouu :

‘The Natlonal Govemmentmsno program for arresting the continuing deteriota-
tion of the situation. Dupm.lncrmmgcﬂucmn,ChIanng-sekoonﬂnuswmy
onpersnnnladherents.lnclud!n many of pgoved incompetence. In default of effec-

. tive national leadership, pmvlnqal -authorities tend increasingly to shift for themselves
on & regional basis. 'rhhtendehé,y involving conservation of local military and eco-
nomlcrewurcu,hmmthsdismugnuonotmemuonnaﬂm

Oonﬂnmﬂonotthoudsungtnndmchmﬂnm«lhbbrmﬂtincm,tmm
Which will emerge elther genisral Gammunist domi-iation or & new period of regional -
‘war-lordism, ’ .

\ . 16. SouTrmasTAsm. ”, :
'rhecxtmtotsovlel peuetnﬂon.ﬁ\&outhmtm: (CIA 6-48) has been rendered
mammtwmmmrukdvhﬁnumwwhmmmm&(w&
mmmwm)mmmgﬁmadmmmmw
. thaopmﬂmotmbbemmmmm Amsﬂusheuonvmu:qusm
. »,mmmmmwmmmmmm

Atmmﬁmn,thcmdurmummmummmmmmamm

»‘vmmmwmmmmumtydmmmmm
Bympp&ﬁngmﬁvemﬂonaﬂmthmmﬂouwmtheUSSRisnot
owmmmwmmummmumntmmmmgcommt
infiuence there, mum‘supamntybdanyﬁwmmrwnmsoﬂhereﬁm
hﬂanmPoveu. :

l'l. !‘A::Paummu.

The grant of a general amnesty to the Hukb and the seating of its Com-
mtludu.mmmmmmlnmvhgmmmimdwem-
mt%mmwmmmmummm:mderwrm,
as required, and the Government actually carries out promised agrarian reforms. 'This
reversal of the policy of the late President; however, is a further manifestation of an
increasingly nationalistic (anti-US) trend in Phiflippine politics. Taruc, as a Com-

TGN 8

oo

v-:;lmmmwmnwwmmmamm T
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STTRET

ist, opposes US infl unde_rwlnfolnrdzntnatlomlismudlneﬂecthulmposed
hisown terms-on the Government as a precondition of his acceptance of amnesty.

LATIN AMERICA -
18. GENEmaL

1t is becoming 1 ngly evi ‘tbatMnAmedeukappmchingupouﬁul
.mdm:ﬂtauunlcﬂs_uwblaimaynﬂounyuﬂwntsabmtylol!lordul\ublaeouper-.-
tion to the United States. Stability In the region bas been shaken by the tmpact of
rmngmnmmnwmmwmﬂnpmdmdtm

wttoexplout_hemﬂngpwuolhbor. Muelyptmaﬂnmmm;whurupres-
mawmmmhmmwaﬂym;mnlt,orhmna
mhmdhmupu&dm,or’mﬁmmytommupabmﬁuormb-
versive elements to.e cploit the situati, Continuing tension between inter-
muonumgnmmuhmmwun,m&mdxmxggmmrpwamrmm,
mmmwiqmmmmwwwammma
Mbmwwmmmmummmﬂm
of affairs, mmm;:wmwthslgommmnabhmmmbwmse
aammmmsm'mmmm,mmmmmam
tmpmummmmﬂuhmwnmmmbmmtm
mmmy.mmwusmwmmuowmm.
%o nationalistic pressure for non-cooperation with the United States, Generally
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APPENDIX
DEVELOPMENT OF THE WORLD ECF)NOMIC SITUATION DURING THE
SECOND QUARTER OF 1948
GENERAL
World economic recovery, as measured by industrial output and international trade,

continued its upward trend during the second quarter. Increase in the availability of
mmmgrgoods,however.issunresmctedmmymdustrmmntﬂesby the impera-

R ﬁveneedfornwnmucuunntm-dmgedacnmsmdmodenumﬁono!mdustry.

STEEL AND NONFI&ROUSM‘ETALS

Steel production expanded at an accelerated rate in several of the major industrial
countries, mvmtedxlngdom,sﬂnlmkinghaped-qumduummpnvmeer-

eomctedyetthisymnnwremmmdehmmkobmnedmmfordgnmcémd/_
anadaquatuhmotdamﬂcmpmdwnmﬂbatedfortmspurpm. In the’
mmsmauummtmwmmmmmmowxngmmw
skiko:atthatﬂmzpnducuondeﬂ!nedtoaboutmpemmtoxcapadty,butbym:d-
yurlthadtuﬂaedmmnunnuotazmmbnmemmwwmewﬂmemm-
mum. World-wide requirements for steel, however, continue to exceed availabilities.
Supplies of chrome, nickel, and other alloy steels and steel-alloying metals, although
not plentitul, Are in general meeting minimum requirements.
Nontcmusmetaheontlnuedmthonmld supply as deraand was maintained at
& high level, This world shortage may grow more acute during the second half of
1948, although some Western Eurcpean countries will obtain larger supplies under
E than were available to them during the first half of the

P Y. prog
year. Withd T g P ly ahead of prod
num,andantimonylncmseddumgtheseeond quact,

n, prices of lead, tin, alumi-
With & continuation of the 3
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II-13: (Continued)

.r_,..t._.-.... . » ' U

tizht supply, nonferrous metal prices may be expected to hold fum throughout the ¢
remainder of the year. :

'l‘heproducﬁononudmdzlncislncmﬂnszmdz,Meﬂeo,Ausu'al!n,andthe o
United States, umougn!mwm:mm»tmmmaﬂyspnngowmgto )
" labor strikes which have since been settied. In Australia any increase in the avail- .
'abmtyotmmepmducuonwmdepandonlmpmvemmtintrmpormmnlumﬂw.

Gopperproducthnln&mds.cms,andthcumshtuhmmdng.buuhcre
hﬂtﬁemmgelnxommmmmwmw

mneproduetlmdﬂnmmhnmmnmmtmhmug
eonuquencnolrelubmuﬂonottumm-,bntheﬂmﬂmﬁtyhlﬂdnnhpmuy
mgmmwunwﬁuauuﬁmmmwmmwmmm '
J directed. Mhdnm!mmvuunthbﬂv!mﬂnpmducﬂnwbmbnu
Y of production in che Belglan Congo and Nigeria has not changed materislly, -

The antimony shortage is becoming more serious. Bolivian output is increasing,
but production in China is only a fraction of Mexican prod was imp
bylnbwmmuummmgdmemmdbytheﬂdedwutmm
pﬂupﬁ!nromtmmmmdmmdmmpﬂumrmw’

Al prod has been hamp by shortages of soda ash and electric
Ppower In Europe and by flogds and shortages of electric power in the United States.
There were, h s tial 4 ia output in Canada and Norway. Supplies

United States are virtuslly exhausted. Bauxite production has lixveased much faster
Mmmum;mmmuy.hmmmabmguuthummuﬂumpt
:-mmmaxummwwmamm
v wﬁmmnﬁ.mmm;mmweoummmunmm cL
#+-52 7~ - c0al producing countries, excopt the United States, where about 48 million tans of coal i
- appreciably. interfere, however, with meeting the ‘requirenients of Western Eurcpe, -
mmummmammmummnmcm.romm
France. M.meducﬂmhﬂmmudwmmmnquimdfm
mumumwmmmmmmm Aside from
mﬁo&ndwﬂn;mhmwmeﬂwm-wwmﬁdmt :
bmetmﬂmunmhmm&hnmuﬂmw:hwmm
out of Germany and Poland to importing countries.

‘World production of petroleum, except in & few areas, notably the Satcllite States
M&sumﬁunpennduantlyan,hubemmm;vunmuhnym. Pro-
dmnmuqm»mtmmmummuinmumwsummm
whmhthoworlduupthmput:o!!mpe,tﬁemmtndmm
where inadeq fining and transp {acilities have caused shortages of refined
products.
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1I-13: (Continued)

RUBBER

World production of erude and synthetic rubber is now ample to meet demands
for current consumption. Synthetic rubber production in Canada, the Soviet Zone of
Germany, and the United States has declined in recent months compared with the )
eonecpoadingpeﬂod-yuragoandwmbembshntiaﬂylmfortneywnsawhole -
than for 1947; synthetic rubber production in Western Germany ended on 1 July. The
large output of the USSR, h , is expected to I moderately in 1948.

C instigated di. in Malaya, which prod: about half the
world's supply of erude rubber, may, if continued, seriously curtsil rubber production
in that area. In such eventuality United States operating and st: dby capacity for
qnthcﬁcmbbuwauﬂbemphhoﬂutambshn&hldmﬂmhmedpkoflhhym

Increasingly large Soviet purchases of Milayan rubber at premium prices and
mymtwwmmnmmngotmtmmoﬂtybythe
USSR.

CHEMICALS AND FERTILIZERS

Thewond-mshnnagemmmychemlws.mﬂwmmgmlmuhers,con-
tinues. -Scarcity of alkalies, coal-tar crudes, nitrogenous fertilizers, and other basic
chamleﬂtwmmtbemumedrota.ymotmmtlmpmmtmybemm
as coal supplies increase and new or rehabilitated production facilitics become available.

mmnmmhuummmmumm.vmmummmmy
industrial chemicals. Recent increased production of alkalies In Western Europe has
beenduapﬂndpanybrehahmhthnolwahdmudphnhmdmwwppuu
ofcoal.. Nonew major production facflities are expected to come into operation in that
area for & year or two. Over half of the German production is in the Western Zones,

. whmmudlmpomntpunh_mmenly,dmzedbybomb_mg. In the USSR a
hmmdmunamtyolnkﬂamdumyedduungthsmmmmt
utmmmwmsouhm,_ommmwmmsmmtesnunot
regained the prewar level. In the United States, increased capacity recently completed
hmmmthmmm%mﬂmmmm,mmm
mainly from Latin America and Southeast Asia, - .
mmdmmﬁes.vhhhmuedmmlybythsphsﬂ&.dye.md
synthetic organic chemicals industries, is directly related to the rate of operation of
by-producteokcwengwhhhhtummd«pmdmtonadeqmtemppliuo{w)dngml.
In Western Europe the.improved coal aituation, which had previously limited opera-
tions, made possible an In .in output of these products. Further rehabilitation
ofplmts:=iulmmhstﬂhtbm,wgeﬂmwlthudeqmtenppllesolmmomd
'mmuynumumwam,mmumwmmnmm. In the
Ussatbe!ugenumbudbyvp:odueteokewmdutwyedduﬁngthemmln
P of ,-but work ‘will not be completed until 1950 or
later; q y the shortage of coal-tar crudes in that country is acute. In the

-
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11-13:

(Continued)

United States the second quarter coal strike resulted in a substantial reduction in out-
put of coal-tar crudes, the domestic and export demands for which show little sign of
abating.

Chile, the United States, the United Kingdom, and Belgium continue as the world's
largest postwar exporters of chemical nitrogen, although the United Stales is on a
net import basis. The more than doubled output of the last three-named coantries
since 1937 has not been sufficient to compensate for production 10sses in other former
major producing countries. Germany, once the largest producer and exporter of syn-

thetic nitrogen, now depends'partly on imports because of war-damaged or dismantled °

mhmmumammmwmammgm Japan, formerly the
mummmdhmmm&mdepmsmmuhum
greater degree than formerly. Rehabilitation of plants in the Netherlands, France,
Italy, and Poland, mommuemmnnmmw together with

more plentiful supplies of coal, will red the hortage in the current ferti-
lizer year. mmnwmmmmdmmmwnei@um
states and India, is & sing as as possible its chemical nitrogen industry, a
mmum-umdm;hm :

POOD

mwuﬂumpﬂyamphlmmmmmmm:ms
remained acnormally low. This was especially true of cereals, meat, and fats. The
situation was alleviated somewhat, however, by larger exports of grain from the United
States than had been anticipated and by an exceptionally mild winter and early spring
mmmwmuymmmawxywmmw

The acreage planted to food crops to be harvested in 1948 showed & substantial
increase over plantings in previous postwar years. In generzl, temperatures and rain-
mmnbemnmbhwmummthmddnﬂopmtdmmlym

e ____nmmmmmmunu lmloodhmestaknostethpmn
harvests.

WORLD TRADE
Warld trade continued to in during the d quarter of the year, although

macmdmhmcmmhmmwwuywmm;mw Increases in pro-
dmtmum:mcmmwmuuﬁonﬁmamdymmmﬂuz.emtﬂbuhd

largely to the continued world trade expansion.

Trade among the Western European countries, h ,.is tly impeded by
scrious payments problems, which In turn reflect the V! lcnbydu y
-and the inability of the United Kingdom to its p role in Burop trade.
mmh&mmmm«mmmwmmmmumm
trade, it is estimated that their of exports is only sboit two-thirds
that of 1937. mvolumaotxnmpunlmporh,onuuothchsnd.lppxmchaorm-
panasthltoﬂhelmmdinhpmtymn ‘The United Kingd L isa
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(Continued)

O™

exception in both cases. The exchange and probl thus generated have been
heightencd further by rising price levels. Western European exports, though lagging
below prewar, have increased moderately since a year ago. Eastern European coun-
tries are exporting little more than half their prewar volume.
Exports from the United States fell well below the level for the corresponding
! months of 1947 primarily as a consequence of the world shortage of expendable gold
and dollars. Nevertheless, on a quantum basis United States exports during the first
mudﬂmlwsmntnnﬁemtmblemumepmym United States
unpom.ontheotherm‘i,thoughlncrmmgmvolm moderately over the level of
194647, were only slightly above prewar. Consequently, the dollar gap between United
States imports and exports continued to be large and contributed cumulatively to
monetary and exchange problems abroad. In 1946 and 1947, the United States had a
net export balance of roughly 5 to 10 billion dollars respectively; in 1948 its export
balance was at an annual rate of about 6 billion.dollars,

§ . . . . ‘.

The p! t e 'y observed in this summary of developments
during the second quarter of 1948 isencouraging. It must be strongly emphasized, how-
ever, that the attainment throughout the world of conditions of economic well-being,
even approximating those prevafling before the war, will require still higher levels of
production in many tries and a larger volume apd better balance in world trade
than at present. . :
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DISSEMINATION NGTICE

1. ‘This revicw has not been coordinated with the intelligence organizations of the
Departments of Statc, Army, Navy, and Air Force, though information copies were
circulated on 14 July. The information hercin is as of 12 July 1048.

2. This copy of this publication is for the information and use of the recipient
designated on Lhe front cover and of individuals under the jurisdiction of the recipient’s
office who require the information for the performance of their officlal dutics, Further
dissemination clsewhere In the department to other offices which require the informa-
tion for the performance of official duties may be rized by the foll

a.

Special Assistant to the tary of State for Research and Intelligence, for
the Departraent of State .
b. Director of Intelligence, GS, USA, for the Department of the Army
¢. Chief, Naval Intelligence, for the Department of the Navy
d. Director of Intelligence, USAF, for the Department of the Air Force
¢. Director of Security and Intelligence, AEC, for the Atomic Energy Com-
° mission
1. Deputy Director for Intclligence, Joint Staff, for the Joint Staff
g- A Director for Collection and Dissemination, CIA, for any other
Department or Agency o

3. This copy may be cither retalned or destroyed by g in with
applicable security regulations, or returned to the Central Intelligence Agency by
arrangement with the Office of Collection and Dissemination, CIA.
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The President
Secretary of State -
Chief of S8taf to Comnmander in Chiel

Secretary of Defenss
i Secretary of the Army
H Secretary of the Navy

. 8ecrctary of the Alr Force

1 Couneil

Chairman, National Sccurity Resources Board
Chief of Staff, US Army
Chief of Naval Oporations
Chief of Stafl, US Alr Force
Joint Chiefs of Staft . ~

L Atomic Encrgy Commission
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