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MEMORANDUM

SUBJECT: Discussion at the 345th Meeting
of the Natiopal Security Council,
Thursday, November 14, 1957

Present at the 345th Council Meeting were the President
of the United States presiding; the Vice President of the United
States; the Secretary of State; the Secretary of Defense; and the
Director,Office of Defense Mobilization. Also present were the Secre-
tary of the Treasury; the Attorney General; the Director, Bureau of
the Budget; the Speciel Assistant to the President for Disarmement;
Mr. Harold Vance for the Chairman, Atomic Energy Commiesion; the Federal
Civil Defense Administrator; the Director, International Cooperation )
Administration; Mr. Sexton Bradford for the Acting Director, U. S. ‘
Information Agency; the Under Secretary of State; the Deputy Secretary
of Defense; the Secretary of the Army; the Secretary of the Navy; the
Secretary of the Air Force; the Chairman, Joint Chiefs of Staff; the
Chief of Steff, U.S. Army; the Chief of Raval Operatioms; the Chief of
Staff, U.S. Air Force; the Commandant, U.S. Merine Corps; the Deputy
Director, Bureau of the Budget; the Chairman, Council of Economic Affairs;
Assistant Secretary of State Gerard C. Smith. Also present for the
Department of Defense were: Assistant Secretary W. J. McNeil; Assistant
to the Secretary of Defense Willism M. Holaday; Colonel E. H. Nigro,USAF;
Captain J. W. 0'Grady, USN; Colonel Richard Fellows, USAF; Colonel Willis
D. Crittenberger, USA; and Mr. Max Lehrer. Also present at the meeting
were the Director of Central Intelligence; the Assistant to the President;
the Deputy Assistant to the President; Special Assistants to the President
Cutler and Dearborn; the White House Staff Secretary;Mr. Bryce Harlow,
Administrative Assistant to the President; the Executive Secretary, NSC;
and the Deputy Executive Secretary, NSC.

There follows & summary of the discussion at the meeting
and the main points taken.
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1. U.S. MILTTARY PROGRAMS FCR FY 1959

General.Cutler indicated that at this meeting the Defense
Department would make the initial presentation of the U.S. Military
Programs for FY 1955. After indicating the order of the speakers,
General Cutler pointed out that at the end of the presentation,there
would be ample opportunity for the Council members to express their
views on the FY 1959 military program. General Cutler also emphasized
that the President would like to obtain at this meeting the benefit
of the corporate judgment of the members of the Council. Such &
course would likewise be helpful to the Defense Department in making
its final determinations which would be presented at the next Council
meeting. He thereupon called on Secretary McElroy (A copy of General
Cutler's introductory remarks are filed in the minutes of the meeting).

In his opening remarks Secretary McElroy explained that the
figures in the proposed FY 1959 Budget were based on the 38 billion
dollar overall limit. The Budget did not contein a figure for the
cost of the implementation of the Cordiner Report. Secretary McElroy
added that the military departments would also separately present
certain progrems which it was their conviction we should implement
but which could not be included under the 38 billion dollar ceiling
which the Secretary of Defense had instructed the military depart-

ments to observe. Thereafter Secretary McElroy called on General
Twining.

General Twining explained the background egainst which the FY 1959
Budget had been developed, referring in the course of these general
remarks to & chart entitled, "Force Levels for the FY 1959 Budget."
He added that the substance of his report would be presented by Colonel
Nigro, USAF, and Captain J. W. O'Grady, USN. Colonel Nigro discussed
the following subjects with the aid of charts: (1) Major Army Forces.
Among other things he pointed out that the 18 Army divisions which had
been in existence on June 30, 1957 would be reduced to 14 by Junme 30,
1959. On the other hand, missile commands would increase from 2 to 4.
The overall personnel strength of the Army which amounted to 998,000
on June 30, 1957 would have to be reduced to 850,000 by June 30, 1959.
(2) Major Raval Forces. Colonel Nigro pointed out that the overall
personnel strength of the Navy would have to be reduced from the FY
1957 ftigure of 877,000 to 800,000 in FY 1959.(3) Colonel Nigro's
next chart portrayed Major Air Forces. In his comments Colonel Nigro
pointed out that under the FY 1955 Budget planning, SAC wings would
be reduced by 7 from the 50 of June 30, 1957 to 43 on June 30, 1959.

In part this was compensated for by significant increases in missile
programs. There would be a very significant reduction in tactical

Air Force wings and in the total personnel of the Air Force from 920,000
to about 850,000.
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This subject was followed by comments on the status of the
Air Defense System in FY 1959 and this in turn by & chart indicating
the forthcoming FY 1959 deployments of the three military services
in the Pacific-Far East area. It was pointed out that under the
rroposed budget it would be necessary to withdraw one U.S. division
from Korea. This would be offset to some degree at least by an in-
cresse of two missile commands. The totel reduction in personnel
deployed in this area would emount to 51,000 by June 30, 1959. As
for the deployment of naval forces there would have to be a reduc-
tion in the number of aircraft carriers and a reduction in our sub-
merine capabilities in the Pacific. It was hoped that these re-
ductions might be offset through the maintenance of combat-reedy
naval forces in the Central and South Pacific. With respect to the
Air Force, there would be six wings in the area cn June 30, 1959,
a marked reduction from the levels of FY 1957. On the other hand,
the strength of the Air Force wings would be enhanced by increased
nuclear capabilities.

Chart 7 indicated the character of the deployment of U.S.
military forces in the Europe-Middle East area which it was pointed
out was the most critical erea. Colonel Nigro and Captain O'Grady
pointed out that the Army now had 5 divisions in Western Europe.
The proposed FY 1959 program would require the withdrawal of two
battle groups from this force. The result would be an overall de-
crease in U.S. Army forces in this area by approximately 18,500 men.
Navy capabilities would likewise have to be reduced in the area and
there would be significent decreases in the Air Force. Some 17
squadrons would have to be pulled cut of the area. Inasmuch as
these reductions related to the NATO commitment, the next chart
indicated current U.S. NATO commitments.

The concluding sub)ect and chert consisted of observations on
the three most critical problems confronting those who had drawn up
the militery program for FY 1959. These were the problems of moderni-
zation, deployment and firepower. The general conclusion was & clear
statement of the decrease in U.S. military capabilities in FY 1959
as compared to these capebilities in FY 1957. General Twining felt
that this was a serious matter which required the most careful study.

At the conclusion of this portion of the presentation, the
President sald that he had thought it rather curious that while
there wvas & proposed reduction in the total number of Air Force wings,
the program nevertheless proposed an increase in the number of tanker
aircraft squadrons. Colonel Nigro explained to the President that
as B-52's gradually replaced B-36's, it was necessary to have

additional jet tankers which acecounted for the increase in the tanker
squadrons.
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At Secretary McElroy's suggestion, Assistant Secretary
McNeil presented the “udget figures for all three of the military
services pointing out that they were within the 38 billion dollar
ceiling directed by Secretary Wilson. He likewise pointed out
that subsequently the Service Secretaries and the Chiefs of Staff
were to be permitted to indicate what each service felt it required
above the 38 billion dollar ldimit.

Secretary McNeil dealt at great length and in detail with
three major subjects illustrated by charts. Tne fivst of these
gave the figures for New Obligation Availability, Direct Obligations,
and Expenditures_for the FY's 1957, 1395C and 1959. The second chart
broke down these figures in detail in terms of the major military
categories of expenditure such as Military Personnel, Operations
and Maintenance, Major Procurement, etc. The third chart broke down
the second chart into the amounts eamch service would require for
each of the above-mentioned military categories.

In concluding his detailed report, Secretary McNeil pointed
out that the figures he had presented did not include the cost for
implementing the Cordiner recommendations or recommendations for a
civilian pay raise.

Secretary McElroy next called on Secretary Quarles. The latter
stated initially that the formulation of the FY 1950 military program
had been an austere exercise. Moreover, certain urgently desirable
programs had not been included in this 1959 Budget because of the
ceiling placed on expenditures and NOA. Some of these urgent addi-
tional programs had Department-wide bearing and implications. It
was with these that Secretary Quarles sald he would deal, leaving
to the Service Secretaries other add-on programs which each service
felt to be necessary.

Thereafter, Secretary Quarles in line with these comments
dealt first with the feeling in the Defense Department that the

Cordiner recommendations should be implemented. If this was ultimately

agreed, the implementation of the Cordiner plan and related matters
would involve an addition of some 700 million dollars annually in
the Defense Department Budget. ’

Secondly, Secretary Quarles dealt with the impact of the
Report of the Security Resources Panel (the so-called Gaither Report)

vhich had been presented to the Rational Security Council on November T

of this year. Secretary Quarles pointed out that if we implemented
the list of programs to which the Galther Panel had assigned an A
priority, it would cost an additional 2.8 billion dollars in FY 1959.
If we went further and implemented the recommendations to which the
Gaither Panel had given & B priority, there would be an additional
cost of 1.86 billion dollsrs. Secretary Quarles pointed out that
these were definitely additive programs and had not been included in
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the estimates thus f£»r given in this presentation. There would
e further allusions to these recommendations in the subsequent
reqports by the Service Secretaries and the Chiefs of Staff of
the Services.

Thirdly, Secretary Quarles discussed the impact of the re-
ductions which wculd have to be made ia the FY 1959 programs on
our forces deployed overseas. The most serious effect would be
felt in NATO. The proposed 1959 Budget would call for the with-
drawal of 2/5 of one of our five divisions deployed in Western
Europe. General Norstad felt that such a reduction would have a
most unfortunate effect as regards the current climate in NATO.

It vas not clear what could be done to meet General Rorstad's
objections and anxiety but the Defense Department was trying to
work out some plan which would not necessitate our going to the
Paris NATO meeting next month with proposals for reducing the per-
sonnel of U.S. forces in the NATO area.

airforce

Secretary Quarles indicated that/reductions in the NATO
area were likewise a matter of great concern to General Norstad.
Secretary Quarles thought it was possible that some of the air-
craft and personnel which we had thought it necessary to take out
of the NATO area could be left there as the result of a new plan
they were working out with General Norstad but if this was success-
ful it would add another 39 million dollars to the FY 1959 Budget.

In the case of Korea, the proposed withdrawal of one of the
two U.S. Army divisions was completely upacceptable from the point
of view of our political relations with the Republic of Korea and
affected our hope of inducing the ROK to make a substantial reduc-
tion of its own force levels. Accordingly, we were also trylng to
work out a plan which would avoid a decrease in U.S. Army personnel
in Korea.

Secretary Quarles next turned to the problem of defense against
Soviet Intercontinental Ballistic Missiles. The sum of approximately
200 million dollars had been budgeted for this purpose by the Services
for FY 1959. On the other hand, the Gaither Committee recommended
strongly an acceleration of the programsfor our defense against
ICBM's. Accordingly, the Defense Department believed that it was an
urgent necessity that we add some 100 million dollars more to this
program for FY 1959 although this amount would still fall short of
meeting the acceleration recommended by the Gaither Panel.

As for our satellite programs, the reconnaisance satellite
and space research and development, approximately 100 million dollars
would be required although here again this sum would not meet the
expectations and demands of enthusiastic protagonists of space research.
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In conclusion Secretary Quarles pointed out that the three
services in presenting their individual add-on programs would do
80 t.3 & result of individual appraisal of the needs of each of
the services by that service. The total of the resulting sums
would, Secretary Quarles thought, doubtless be well in excess of
what we judge to be feasible in the light of our overall fiscal
situation. Accordingly, at the next Council meeting on this sub-
Ject, Secretary Quarles indicated that the Department of Defense
would be in a position to present a Defense Department package
containing the approved add-on programs as opposed to the individual
service estimates of what was required by way of add-on programs.

When Secretary Quarles haed concluded his portion of the pre-
sentation, the President pointed out that Secretary Quarles had
made mention that the Department of Defense as such was taking over
direction of all the satellite programs. Secretary Quarles had then
proceeded to mention the program for achieving an Air Force recom-
naisance satellite. Did this mean that the Defense Department was
not taking over direction of all satellite programs?

Secretary McElroy assured the President that all such programs
would be taken over from the individual services by the Department
of Defense. He then called upon Secretary Brucker to discuss the
FY 1959 Army program. Secretary Brucker indicated that both he and
General Teylor would deal vith this subject. General Taylor first
exhibited & chart entitled, "Application of Resources within Expenditure
Ceiling of 8.6 Billion for FY 1959". After explaining the application
of resources, General Taylor stated his strong agreement with the com-
ments of earlier speakers as to the seriousness of reducing Army de-
ployments and capabilities in Western Europe and in Korea. General

' Taylor felt that there were three serious problems. The first was the

reduction of Army overseas deployments, the second was the reduction
of mobile strategic divisions at home in the U.S. and the third was
the slow progﬁs:gs in the development of continentel defense. If these
problems could;/be satisfactorily solved, the U.S. Army and our Allies
would find themselves at & seriocus disadvantage vis-a-vis the USSR

as the military capabllities of the latter continued to increase.

Secretary Brucker first spoke of the decline in the Army's
operational capebilities which would result from significant reductions
in money ava.ila.'ble to the Army. He i{llustrated his point with charts
entitled "The Decline of Availsble Money FY 1958-FY 1959" and a second
chart indicating how under the FY 1959 Budget the Army's rate of moderni-
zation would decline,

In his summary Secretary Brucker strongly recommended a reversal
of the trends portreyed by the above-mentioned charts and asked for
supplementary resources for the Army in FY 1958 and additional appropri-
ations in FY 1959. He indicated a strong conviction that we should
retain our present NATO and Korean deployments. The Army also recommended
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acceleration of the rate of modernization. If these Army recom-
mendations were accepted, the result would be an increase of

53,000 men in the ranks of ective Army persomnel and in an increase
of 738 million dollars for the Army FY 1959 Budget.

At Secretary McElroy's suggestion Secretary Gates covered
the presentation of the Ravy Depertment Budget for FY 1959. He
noted that if the recommendations of the Navy for programs which
ought to be edded to those now proposed under the 38 billion dollar
celling were accepted, the result would be to raise the Navy Budget
for FY 1959 by & figure of 1 billion 370 thousand dollars.

Similarly, Secretary Douglas explained the Air Force program
for FY 1959 under guidelines which established a celling of 18.1
billion dollars for the Air Force program in FY 1959. Thereupon
Secretary Douglas suggested various add-on programs which the Air
Force deemed it essential to include in the FY 1959 Budget. The
total add-on programs suggested by Secretary Douglas involved sup-
plemental appropriations for the Air Force for FY 1958 of 349.k4
million as well as an additional eppropriation for FY 1959 of 1.97
billion dollers.

Secretary Dougles was followed by General White who emphasized
the highlights of the Air Force FY 1959 Budget which in summary he
said would cut out all the fat and quite a bit of muscle as well.

(At this point Secretary Dulles joined the meeting. 11:05 am)

When General White had concluded his remarks,the Preslident in-
quired sbout the current status of the procurement of B-58 jet bombers
and why we were continuing to procure B-52's while also procuring the
improved B-58's. General White replied to the President by stating
that we were giving these new bombers full and complete tests but
that no B-58's had yet been put into operatiopal units and would not
be until we knew more about them.

In his concluding remarks on the Defense Department presentation
Secretary McElroy noted the intention of the Department of Defense
to review 81l the several priority add-on programs suggested during
the presentation. A fipal Budget for the Department of Defense would
be presented at the next Council meeting on the 21st or the 25th of
the month. .

The President then stated that he rather doubted the worth of
the Council's digging into all these matters before the next meeting
on the subject but he did have one or two points to make. He was
troubled that none of the statements made in the course of the pre-
sentation indicated that the implementation of the Cordiner Report
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would result in a reduction in the total level of military per-
sonnel. The President also inquired as to what changes were
being made in the atomic submarine SEA WOLF which the President
understood was a first class vessel. GSecretary Gates indi-
cated that the power plent of the SEA WOLF was considered to be
dangerous and that it was proposed to change the type of atomic
power plant in that submarine.

The President szid that he kept hearing in the course of the
presentation that the Defense Department was going to continue with
both the TITAR and the ATLAS ICBM progrems and also continue both
the THOR and the JUPITER IREM programs. The President said that it
was his understanding that these ICEM and IRBM programs were ooly
to be developed to & point which would enable us to choose the most
effective of the ICBM and IRBM missiles. Secretary McElroy replied
that we would indeed choose one or eancther of these miseile prcgrams
or possibly both if both proved succeseful. The President warned
that he did not wish large pumbers of these missiles to be procured
until they had been proved out in tests.

The President likewise stressed his conviction of the need
for greater centralization of research end development in the Defense
Department. This, he believed, wculd effect great savings of money
and of the time and energy of ocur scientists. Secretary McElroy
indicated that the Defense Department would soon be gaining valuable
experience as to the desirability of the President's view as a result
of the Department's experience with its centralized cuter space re-
search programs.

The President then observed philosophically that the px"esentation
indicated that we were facing e very tough situation. The problem
sometimes seemed to be a2lmost insoluble. The Council would remember
that only 23 years ago the Joint Chiefs of Staff had gone off to
Puerto Rico and had come up with the statement that 38 billion dollars
&8 year would do what was necessary, at least as e minimum. Now, here
we are only 2% years later with & minimum well beyond the 38 billion
dollar figure and beyond the additional resocurces which we could
anticipate from the annual increment of our Gross National Product.
Accordingly, the President expressed his satisfaction that the Depart-
ment of Defense would now go over carefully the service estimates of
additional funds which they felt were required.

At General Cutler's suggestion, Secretary Herter expressed the
keen interest of the Department of State in the problems of main-
taining our overseas deployments and the high level of equipment and
the high quality of equipment of these forces. He believed that if

we could maintain our existing deployment for approximately an additional
200 million dollars, this was & highly desirable course of action.
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Cutting our oversees deployment would have & great impact on our
Allies and on our foreign policy. The President expressed the

opin .on that the interest of the Department of State was generally
limited to assurance that mobile U.S. forces could be sent over-
seas promptly to meet critical situatione. The President then

asked Mr. Harold Vance, who was sitting for Admiral Strauss, if he
had any comments on what he had listened to this morning. Mr. Vance
expressed the opinion that the President was quite right in his
belief that we could save considerable amounts of money if there
were greater centralization of research in the Department of Defense.

General Cutler said that he and Secretary Anderson had been
totaling up informally the total cost of the add-on programs which
had been mentioned in the course of the presentation. Their total
amounted to approximately 4 billion 800 million in new obligational
authority. The President commented wryly that the trouble with npew
obligational authority levels was that these levels soon became
formed into expenditure levels.

In response to a suggestion from General Cutler, Secretary
Anderson made a brief comment on the implications of all these
figures for the financial and economic well-being of the country.
Up to recently we had been saying that if all our plans work out
ve would end up the fiscal year with a surplus of approximately
1.8 billion. At the present moment, however, the economy of the
U.S. was certainly not in the course of an upward movement. Indeed
if the economy stays at present levels or drops, we might for the
first time in the present Administration be contemplating an un-
balanced budget. While nobody could really foretell the size of
the Treasury's income, it mey now be nearer 72 billion than the

76 billion we had previously estimated. It is of extreme importance

to realize the possibility of an unbalanced budget.

Again et the suggestion of General Cutler, Mr. Saulnier said
that he merely wanted to meke it clear to all concerned that any
hopes for Treasury receipts in the range of 76 billion dollars were
quite unrealistic at the present time. He said he believed that at
the rate the economy was moving the Treasury receipts for FY 1958
would be around 72.8 billion. If this indeed proved to be the case
there would be no significant surplus at the end of FY 1958 and pos-
sibly even a small deficit. This change in the budgetary outlook
wes due in general to a falling off of economic activity. This
falling off wag related to the fact of less expenditure. While Dr.
Saulnier described himself as no deficit-expenditure theorist, we
should bear in mind that our troubles do come in part from reduction
in levels of expenditure both government and private. This trend
could be reversed either by balancing the budget and providing a
tax cut which would stimulate the economy or it might be met by in-
creased government expenditure which would stimulate economic activity.

-9 - TOP SECRET
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Asked to comment by General Cutler, Director Erundage pointed
out that he and his associates had been working very hard on the
civilian side of the FY 1959 Budget. However, acts of Congress made
1t practically impossible to reduce civilian expenditures without
nevw legislation. This meant serious political problems were golng
to face us in the future.

The President said that he wanted to repeat what he had said
many times before. He was not so concerned about achieving a belanced
budget in any one year but he did believe that you could not have &
repeated unbalanced budget year after year and at the same time main-
tain the nation's security.

We must keep a very dose watch on the relationship between ex-
penditures and our Gross National Product. We must somehow try to
achieve the right balance between a desirable defense program and
our availsble resources. We could not teke any risks to cur national
security but we would certainly bave to make some very hard decisicns.

(A copy of the Defense Department presentation given at this
meeting is filed in the officiel Minutes of the meeting).

The Nationel Security Council:

Roted and discussed an oral presentation of the current status
of the U.S. Military Programs for FY 1959 as developed to date within
the Department of Defense and presented at the meeting by the Secretary
of Defense, the Chairman, Joint Chiefs of Staff, Assistant Secretary
of Defense McNeil, the Deputy Secretary of Defense, and the respective

Service Secretaries and Chiefs of Staff of the three Militery Departments.

Foted that the Secretary of Defense, after further review in the
light of the discussion, would present at the next Council meeting his
recommendations as to the U.S. Military Progrems for FY 1959.

NOTE: The action in b above, as approved by the President,
subsequently tranemitted to the Secretary of Defense.
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Novexber 21, 1957

MEMORANIUM FIR THE CBAIRMAN, ATOMIC ENIRGY COeIB31ICH
SUBJECT: U.B., Mlitary Programs for FY 1957

In sccordance with the request recsived from your office,
there is attached a copy of BSC Acticn Bo. 1516 for your io-
formaticn and files.

JAMES B. IAY, JR.
Executive Bacrotary

ce: Mimutes /
Disaster
Registry
Chrono
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Botad and discussed an oral presentaticn cf the
current status of the U.8. Military Irograms for
7Y 1959 as develcped to dste within the Deportment
cf Dnfense snd presantad at ths meelting by the
Bacreatary of Dafense, the Chalyrsr, Joint Chiefs
of Btaff, Assistant Secrotary cf Dzfanse MeBell,
the Daputy Becretary cf Defense, and the respective
Service Setretaries and Chiefs of Btaff of the
thres Mllitary Departaents.

Notsd that the Becretary of Defenss, after further
review in the light of the dlscussicn, would present
at the next Council peeting his recommendations ns
to the U.5. Military Irograsws for FY 1953,

BOTE: The sction in b above, an approved by the
Fresident, subsequently transmitted tc the
Becretaxry cf Defense.
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