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That the Planning Board would submit for Councll
consideration a revision of "U. S. Objectives vis-~
a-vis the USSR in the Event of Vi-r", as presently
stated in the Annex, in the light of the provisions
of HSC 162/1, as amended.

The President has this date apporoved the statement of

policy contained in NSC 162/1, as amended and adopted by the

Councll arnd enclosed herew:s.th and directs 1ts 1mp1emenuat10n

by all aporopriate executive de rartments and agencies of the

U. S. Government. As basic policy, this paper has not been
_riierred to any sz.nsle departmeno or agency for special coordin-
e LlOoN, . - : - ) -
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Accordingly, NSC ,153/1 5:s hereby supe:se_degi. e
| It is reauested that snecial s2curitv _precautions be
observed in the nandlinz of tne enciosure and tnat access to
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JA::.JS S. LAY, JI‘.
Executlve Secretary
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The LtTorney General -

The Director, Bureau of tha Budget
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--The Chs :rr'nan, Atomic Energy Commission
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The Chairran, Jcint Chiefs or Staff
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STATEMENT OF POLICY
by the
NATIONAL SECURITY COUNCIL

on

BASIC NATIONAL SECURITY POLICY

GENERAL CONSIDERATICHNS
Basic Problems of National Securitv Policy
l. 2. To meet the Soviet threat to U. S. security.

b, In decing so, to avoid seriously veakening
the T, S. econcny Or undermining our fundamental

values and instcitutions.

The Sovist Threat te the United States

2, The primary threat to the security, free insti-
tutions, end fundamental values or the Unived States 1is
posed )72 tl.e combina ulOIl of o

;..t.f"l

a. Basic Sovi et hos cility to the non-commnst
world particularly to the United States.

b. Great Soviet military power.

c. oSoviet control of the international
communlst aprara tus and other means of subversion

" or division of the free world.

3. 2. The zuthority of the Soviet regime does not
aprear to have been impaired by the events since
Stalints death, or to be likely to be appreclably
weakened dur :mg the next few years. The transfer
oL POWETr may cause some uncerta:muy in Soviet and
satellite tactics fer some time, but will pro-
baLly not impair the basic economlc and mllltary
strength of the Soviet bloc. The Soviet rulers
can be exrected to continue to base their pollcy
on the conviction of irreconcilable nhostility
betvween the bloc anéd tre ncn-comnunist world.

This conviction is the comvound product of Marxist
belief in their historically deteramined conflict
witi, and inevitable triumnh over, "world
capi‘talism" lcd by the United States, of fear
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for the security of the regime and the USSR,
especially in the face of a nhostile coalition,
of distrust of U. S. aims and intentions, and of
long-established reliance on techniques of con-
splracy and subversion. Accordingly, the basic
Soviet objectives continue to be consolidation
and expansion cf their own sphere of power and

the eventual domination of the non~communist
wvorld, .

~ bs. Soviet strategy has been fiexible and
vwill probably continue so, 2llowing for retreats
and celays as well as advances. 7The various
Npeace gestures" so far have cost the Soviets
very little in actual concessions and could be
rerely designed to divide the West by ralilsing
false hopes and seeking to make the United

States appear unyielding. It is possible,

- however, that the USSR, for internal and other

reasons, may desire a settlement of specific
issues or a relaxation oif tensions and military
prerzrations for a substantial period. Thus
far, there a2re no convincing signs of readiness.
to make important:. concessions to this end..

4L, a. The capability of thke USSR to attack the
United States with atomic wz2apons has been con-
tinuously growving and will be materially enhzanced
by bhydrogen weapons. The USSR has suificient
bombs and aircraft, using one-way missions, to
inflict serious danzage on tne United States,
-especially by surprise attack. " The USSR soon

nay have the capability of dealing a crippling
blow to our industrial base and ouar continued
ability to prosecute a war. Effective defense
could reduce the likelihood and intensity of a
hostile attack but not eliminate the chance of

a cripoling blow.

b. The USSR now devotes about one-sixth of
its gross national product to military outlays
and is expected to continue this level. It has
and will continue to have large conventional
nilitaryvy forces capable oif aggression against
countries of the free worlé.- Within the next
twvo ycars, the Soviet bloc is not expzcied to
increase the size of its forces, but will
strensthen them with improved equipment and
training and the lerger atomic stockpile.




c. The Sov 1et bloc now has the capabllity
of strong defense against air attack on critical
targets within the UG5R under favorable weather
conditions, and is likely to continue to
strengthen.its all-weather air defenses.

5. a. The recent uprisings in Tast Germany and
the unrest in other European satellites evidence.
the failure of the Soviets fully to subjugate
these peoples or to destroy thelr desire for
freedom; the dependence of these satellite
governments on Soviet armed {orces; and the
relative unreliability of sa»ellite armed

ferces (especially if popular resistance in

the satellites should increase). These events
necessarily have placed internal and psycholo-
gical strains upon the Soviet leadership.
Nevertheless, the ability of the USSR to
exerclse efiective control over, and to ex-

ploit the resources of, the European satellites
has not been appreciably recuced and 1ls not likely
to te so long as the USSR meaintains

adeguate military forces in the area.

" 'b. The detaéhment “of a.y'maaor European
satelllte from the Soviet bloc does not now
appear feasible except by Soviet acaguiescence
or by war. Such a detachment would not decisively
affect the Soviet military capadbility either in
deiivery of weapons of mass destruction or in
conventvOP al forcesy but would be a considerable
blcw to Soviet prestlge and would impair in

' some degree 3oviet conventional.military
capabilities in Europe.

. €+ The Chinese Comrunist reglme is firmly
in ccatrol and is unlikel: to be shaken in the -
foreseeable future by domestic forces or rival
reglmes sinort of the occurre:nce of a major war.
The alllaqce between the regimes of Communist
China and the U333 is based on common ideology
and current coomunity of interests. With the
death of Stalin and the Korean truce, Communist
Chiina nmay tend more to emphasize 1ts own
interests, thcugh limited by.its present econonic
and military dependence on the U33R, and, 1in

the long run, basic differences maj strain or
breal the alliance. At present, however, it
appears to be.firmly gstablished and adds
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strategic territory and vast reserves of
military manpower to the Soviet bloc. .

6. a. The USSR does not seem likely delib-
erately to launch a general war against the
‘Unlted States during the period covered by
current estimates (through mid-1999). The
uncertain prospects for Soviet victory in a
general war, the change in leadership, satellite
unrest, and the U, S, capability to retaliate
massively, make such a course izprobable,
Similarly, an attack on NATO countries or other
areas vihich would be almost certain to bring on
general war in view of U. S, ccmmitments or
intentions would be unlikely. The Soviets

will not, however, be deterred by fear of
general war from taking the measures they con-
sider necessary to counter Western actions
which they view as a serious threat to their

security, |

b. Wnen both the USSR and the United
States reach a staze of atomic plenty and
ambple means of delivery, each will nhave the
probablie capvacity to inf‘]_ict critical danage on
the other, but is not likely to be zble to prevent
najor atomic retaliations, - Tris could create |
a stalemate, with both sides reluctant to ini-
tiate general warfare; although ii the Soviets
telieved that initial surprise held the prospect
of destroying the capacity for retaliation, they
night be teapted into attacking,

c. Althougn Soviet fear of atomic rezaction

snpould still inhibit local aggression, increas-
ing Soviet atcaic capability nz2y tend to diminish
the deterrent effect of U, S. atonic power against
perlpnerzl Soviet zggression., It may also sharpen
the reaction of the USSR to what it considers
provocative acts of the United States, If either
side siould niscalculate the strength of the
other!s reaction, such local conflicts could

grow into general war, even thiougl neither

seeXs nor desires it, To avoié this, it will

in general be desirable for thé United States to
make clear to the USSR the kind of acticns which
will be almost certsin to lead to this result,
recognizing, nowever, that as general war becomes
more devastacing for both sides the threat to

Ton,
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resort to it becomes less available as a
cancltion against local aggression.

7. The USSR will continue to rely heavily on
tactics of division and subversion to weaken the free
verld alliances and will to resist the Soviet power.
Using btoth the fear of atomic warfare and the hope
of peace, such political warfare will seek to exploit
differences am~ng members of the free world, neutralist
attitudes, and anti-colonizl and nationalist senti-
ments 1n underdeveloped areas. For these purposes,
cozmunlst parties and other cooperating elements will
te used To manipulate opinion and control govern-
menls vicerever possible. This aspect of the Soviet
threat is likely to continue indefinitely and to
grow 1n incensity.

- 8, Over time, changes in tke outlook 2nd policies
of the leadership of the USSR may result from such
1actors as the slackening of revolutionary zeal, the
growir of vested managerial and bureaucratlc interests,
and porular pressures for coasumpiion goods. Such
changes, combined with the growing strength of the
free world and the failure to break its cohesion,
and possible aggravation of ‘wealkmesses within the
Soviet bloc through U, S. or allied action or other-
wise, might induce a willingness to negotiate., The
Soviect leadership might find it desirable and even
essencial ©o0 reacn agreements acceptable to the United

_States and 1its allies, without necessarily abandoning
its basic hostility to the non-Soviet world.

- Defenss Acainst the Soviet Threat

9. In the face of the Soviel threat, the securiltly
of the United States requires:

2. Developrent and maintenance of:

(1) A strong military posture, with
exprasis on the capatility of inflicting
massive retaliatory dazage by ofiensive
striking powver; -

(2) U. S. and allied forces in readiness
to rove rapidly initially to counter aggres-
sion by Soviet bloc forces and to hold vital
areas and lines of communication; and
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(3) A mobilization base, and its pro-
tection agalnst crippling damage, adequate
to iisure victory in the event of general

war.

b, Maintenance of a sound, strong and
groving economy, capable orf providing through
the operation 013.' free institutions, the strength

described in 2 above over the long pull and of
rapidly and effectively chranging to full mobilli-

zation.

cs Maintenance of morale and free linstitu-
Ticns and the willingness of the U. S. people to
suppart the measures necessary for naticnal

secrrity.

10. In support of these basic security require-
ments, it is necessary that the United States:

a., Develop and raintain an 1ntelligence
system capable of:

(1) Collecting and analyzing indications
of nostile intentions that would give maximum

- prior warnihg-of possible aggression or sub-
version in any area of the world.

(2) @ccurately evaluating the capabilities
of foreign countries, fri nd...y and neutral as
well as enemy, to undertake nilitary, political,
econonic, and subversive courses of action

affecting U, S. securitya

(3) Porecasting potential foreign
developments having a bearing on U. S.
national security.

b, Develop an adequate menpower program
de31gned to: |

(1) Expand écientific and technlical
training.

(2) Provide an equitable military
training systemn. ]

(3) Strike a feasible balance between
the needs oI an expanding pecacetime econoxy
and defense requirements.
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(4) Provide for an appropriate distribu-
tion of services and slcills in the event of
satlenal emergency.

¢. Conduct and foster sclentific research and
dgevelopnent so as to lnsure superiority in quantity
and quality of veapons systems, witn attendant
continuing review of the level and composition of
forces and of the industrial base required for
aceguate defense and for successful prosecutlion
ci gen2ral war.

é. Continue, for as long as necessary, a state
o limited defense mobilization to develon military
readiness by:

(1) Developing and maintaining production
pl=nt capacity, dispersed vith a view to
n;n_nlzlnpdestructlon Cy enemy attack and

cerzble of rapid expansion or prompt con- -
ver51on to essential wartime output.

(2) Creating ard maintaining minimum
essentizl reserve stocks or selected end-
items{ so located as to support prompilly and

i

affectively the war effort in areas of
probable cormitment until war production and
shlnplng capacity'reacnes the required war-
tize levels.

(3) Maintaining stockpiling programs,

and providing additional p”oductlon.xacillu

ties, for those materials the shortage 01

'whlub'would affect critically essentlal

ceiense p.ograms-.meanwnlle reduc1ng the

raoes of otner stockplle raterials.

e, P“"OVlde rezsonabtle internal security against
covert attack, sabotage, subversion, and espionage,
particilarly aga;nst the clarndestine introduction ané
cetonztion of atomic weapons.

Witkin the free world, only the United States
ide and maintain, for a period of years to
atonic capavility to counterbalance Soviet
ver., Thus, ohfflClenu thmlC w2apons and
rmezans of delivery are ain sispensable for U. S.
Jioreover, in the face c:rr Soviet atomic

nse of tne continent l.bn;ted States becomes
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vital to effective security: to protect our strik-
ing force, our mobilization base, and our people. Such
atonic capability is also a major contribution to the

- securlty of our allies, as well as of this country.

12, The United States cannot, hbwever, meet ite
defense needs, even at exorbitant cost, without the

support of allies.

2. The effective use of U. S. strategic
alr power against the USSR will require over~
seas haces on foreign territory for some years
to ccme. Such bases will continue l1indefinitely
to C=e irportant additional element of U. S.
strategic a2ir capability and to be essential
to the conduct of the military operations on
the Kurasizn continent in case o1 general war.
The availability of such beases and thelr use
by the United States in case of need will de-

en¢, in most cases, on the consent and co- _
operation of the naticns where they are located,
Such nations will assume the risxks entailed only
if convinced that their own security will
thereby be best served.

b. The United .States needs to. have alligned

" on its side in the worlé struggle, in peace &nd
in war, the armed forces and eccnomlC resources
and materizls of the major highly-industrialized
non~cormunist states. Progressive-loss to the
Soviet bloc of these stetes would so isolate
the United States and alter the world balance &S
to endanger the capacity of the United States Vo
win in the event of general war cor to maintain
an adequate defense without undermining 1ics
fundanental institutions. '

c. U. S. strategy including the use of
atomic weapons, therefore, can be successiully
carried out only if our esssntial allies are
convinced that it is conceived and will be imx-
plemented for the purpose of mutual securlciy
and defense against tne Soviet threat. U. S.
leadership in this regard, however, does not
inply the necessity to meet all desires of our

allies.
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d. Our allies are, in turn, dependent on
the United States for their security: (1)
they lack that atomic capability which is the
major 4 terrent to Soviet aggression; (2) most
laclk political and economic stability sufficient
to support their military forces. The United
States should be able for the foreseeable
Tuture to provide military zid, in more limited
amounts than heretofore, to our essential
allies, It should be possible in the near
future, however, generally to eliminate most
grant economic aid, if coupled with appropriate
U, S. economic and trade policies.

13. 2. Under existing treaties or policies,

an 2vtack on the NATO countries, Western Gercany,
Berlin, Javan, the Philippines, Australia,

New Zealand, and the -American Republics, or on
the Republic of Korea, would involve the United
States in var with the USSR, or at least with

Communist China if the aggression were Chinese

* b. Certain other countries, such as Indo-
Cnina oI Formosa, are of such strategic im-
portance to the-United States that an attack

on them probably-vould c¢cmprel the United States
to react vith military force either lccally at
the point of attack or gensrzlly against the
military power of the aggressor. Moreover, the
principle of collective security through the
United Nations, if it is to continue to

survive as a deterrent to continuved piecemeal
aggression and a proxise of an eventual effec~ .
tive world security system, should be upheld
even in areas not of vital strategic importance.

€. The assumption by the Uniteda States, as
the leader of the free world, of a substantial
degree of responsibility for the freedom and
security of the free nations is a direct and
essential centribution to the maintenance of
1ts own freedom and security.

14, a. The United States should keep open

the possibility of settlements with the USGR
compatible with basic U. S. security interes%s,
vnicn vwould resolve specific conflicts or reduce
the magnitucde of the Soviet threat. Moreover,
to maintain the continued support of its allliles,
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the United States must seck to convince them
of 1lts desire to reach such settlements. But,
in doing so, we must not allow the possibility
of such settlements to delay or reduce efforts
to develop and maintain adequate free world
strength, and thus enable the Soviets to
increase their relative strength,

b. It mpust be recognized, however, that |

the prOSpects for acceptable negotiate& settle- .
ments are not encouraging. There is no evidence
that the Soviet leadership is prepared to modify
its basic attitudes and accept any permanent
settlement with the United States, although it
nay be prepc.red for a modus v:Lven%i on certain
issues. " Atomic and other major weapons can be
concrolled only by adeguate and enforceable safe-
gu2rds which would involve some form of 1nter=-
navional inspection and supsrvision. Acceptance
of such serious restrictions by either side would
be extremely difficult under existing conditions

of suspicion and distrust. The chances for such
diszarmament would perh2ps be improved by agree-
ments on other conflicts either beforenand or at
the same time, or by possible realization by tne
Soviets, in tlme that armairent linitation will

- serve theilr van :Lnterests and secur:x.ty.

C. The Un" ted S..ates should promptly de-
termine what it would accept as an adequate
system of armament control which would effec-
tively remove or reduce the Sovw et atomlic and
military tnreat, and on wnat basis the United
otates uould be prepared to negotiate to obtain it.

&esent -State of the Coalitionk

15. a. The effort of the United States, es-
pecially since 1950, to build up the strength
cohesion and comron deterfﬂlpatlon of the free
viorld has succeeded in increasing its relative
strength and may well nave prevented overt
military aggression since Xorea.

*The term Ycoalition' refers to tiose states which are
parties to tihe netwvork of security treaties and regional
alliances of which the United States is a merser (NATO,
OAS, AK2ZUS, Japan, etc.), or are otnerwise actively
associated in the defense of the free world.
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b. In Yestern Europe the bulld-up of
military strength and the progress of econonic
recover - has, at least partially, remedied
a 81tuation.cf glaring wvealmess 1n.a vital
area. NATO and assoclated forces are now
sufficient to make aggressive action in Eurogpe
costly for the USSR and to create a greater
feeling of confidence and security arong the
llestern European peoples. However, even though
significant progress has been made 1n.build1ng
up these forces, the mllitarj strength in Western
Europe 1is present ly not sufficient to prevent+a
full-scale Soviet attack from overrunning Western
Eurone. Even with the availability of those
Cerman forces presently planned within the frame-
vork of EDC, present rates of defense spending
by European Mations and present rates of U. S.
h_¢1ta:y'A531stance certainly could not be ex-
pec cd o produce forces adeguate to prevent the

Stial loss of a considerzble nortioir of the |
territory of Western Europe in the event of a full-
scale Soviet attac! "here¢ore since U. S.
Militery Assistance must evant*..al"y be reduced, it
1s essential that the Vestern European.states,
including Y%est Germany, build and maintain maximum
feasible cdefensive st“ength The kajor deterrent
to azzressicn against VWestern Europe is the mani-
fest determination;ofithe United States to use .
its atonmic capability'and rassive retzlliatory
striliing pover if the area is attacked. How~
ever, the presence of U. S. Torces in llestern
EBEurope makes a contributicn other than milicary
to the strength and cohesion of the free world
coalitlon._ | o :
. Coe -In the Far East the milltary*strength.
‘of the coalltlon.nOW*rests 1arge1y on U. S.
military power plus that of France in Indochina,
the UK in Malaya and Hong Kong, and tne in-
digenous forces oxr the;Renuollc of Kbrea,'vﬁet-
nam, and Nationalist China. Any material in-
crease will require the revival of the economic
and military strength of Jagzan.

d. The strengtn and conesion of the
coalition derends, and will continus to depernd,
" on tine contlnuln.; strengtix and will of the .
United States as its leacer , and upon tne as-
sunption by each coalition member of a preper
share of responsibility. . ..

- il L e L Ay L ] --- 2 h L] L
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16. While the coalitonn is founded on common
Interest and remains basically sound, certain factors
tend to weak=n its coheslion and to slow down the
necessary build-up of strength.

2. oome of these factors are inherent 1n

the nature of a coalition led by one strong
power. The economic and military recovery by
our MATC a2llies from their low roint of a few
years ago, znd the revival of Germany and Japan,
nas given tham a greater sense of independence
from U. S, guidance and direction. Specific
sources of irritation are trade with the Soviet
.0loc, the level of the defense effort, use of
bases and other facllities, and the prospect

of ciscontinuance of L. S. econcmic aid without
2 correspovdina change in U, 3. trade policies,
(ihe coalition 2lso suffers from certain
.other'weaknesses and dilexrmas. A:maaor*weakness
is the 1nsta:111ty cf tne governuents of certain
KATO partners, such as Itely and France. The
colonizal issue in Asia and Afrlca, for exanmple,
_has not onl/*weaﬁenedrour'”a opeail cllies but
nas left those aress in a state ¢f ferment which
wez2kens the whole free world., -Efforts by the
United States to encourage o“derlv settlements
tend to leave both sides aissat;sflea and to
create friction within the alliance. Age=-old
lssues such as divide France ard Germany, or
Italy and Yugoslavia, still impede creation of
"a solid ba51s of cooperation aoa_nst the Soviet

threat.y - e .
¢c. loreover, allied opinion, especially

in Burone has become less willlnv to follow

U. S. lead rship. Many Eurcpeans “fear that
fnerican pclicies, particularly in the Far

East, may involve Eurore in general war, or
will indefinitely prolong cola-war tensions.
Many cconsider U, S, attitudes toward the Soviets
as too rigid and unyielding and, at the same
time, as unstable, holaing 1"."'Ls:lrs ranging fron
preventive war and "liberation'" to withdrawal
into isolation. llany consider tinat these
policies fzil to reflect the perspective and
cocnfidence expected in the leadership of a
great nation, and reflect too great a pre-
occupacvicn with anti-comnmunisa. -Important

- - - - W *. - - w 9 AR & & Sap g
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sectors of allied opinion are also concerned
over developrents within the United States which
seem to them inconsistent with our assumed role
of leac>r 1n the cause of freedom. These allied
attitudes materially impair ccoperation and, if
not overcecce, could imperil the coalition.

| 51.[_ Fear of what a general war will mean for
then is deeply rooted and widespread among our
arlies. Thzy tend to see the actual danger of
Soviet aggressicn as less imminent than the
Uniced States aves, and some have a ratallstic
feeling that if it is coming they will not be 2. ....'_S
able te do much zbout it. In the NATO countries, 7
many have serious doubts whether the defense
requirements can ve met without intolerable
poiitical and economic strains.”] Certain of L
our allles fear the rearmament of Germany and th
Japan on any large scale, and in Germany and |
Jazan themselves strong currents of opinion
oppose 1t as unnecessary or dangerous. More-
over, in certain countries, particularly France
and italy, grave domestic problems have called .
intc gquestion not cnly the a2utaority ot the
governnents, but also the tasic foreign
policies aad alignments which they nave followea.
£11 These factors lezd to allied pressure in
favor of new major efforts to negotiaste with
-the USSR, as fthe only hope of ending the present
tension, fear and frustration. Thnis pressure
has increased with recent 'peace gestures" of
the new Sovietv leadersnip, which has made
every enceavor to exploit it. Whether these
hopes are illusory or well-founded, they must
be tTaken into consideration by tne United States.

' The Uncommitted Areas of th2 VWarld

17. Desplte the Soviet threat, many nations anc
socleties outside the Soviet bloc, mostly in the undere
developed areas, are so unsure of thelr national
interests, or so preoccupied with other pressing
problems, that they are presently unwilling to align
themselves actively with the United States and 1ts
allies. Although largely undeveloped, their vast
manpower., their essential raw materilals and thelr
potential for growth are such that their absorption
within the Soviet system would greatly, perhaps
decisively, alter the world balangce of power to our
detriment. Conversely, their orderly developzent into
more stable and responsible nations, able and willing
to participate in defense of the free world, can in-
creasingly add to its strength. LT




18. 1In many of these uncommitted areas, forces of
unrest and of resentment against the West are strong.
Among Chese sources are racizl feelings, anti-colonialism,
risir.g nationalism, popular demand for rapid socizl and
economic progress, over-poptlation, the breakdown of |
static social patterns, and, in many cases, the conflict
of local religious and social philosophies with those of
the West. |[The general unreli=bility of the governments
of these si3%es and the volatility of their political
life complicate the task of building firm ties with I
them, of counteracting neutrzlism and, where appropriate _D
and feasible, of responding to requests for assistance
in solving their protlems.] Cutside economic assistance
aione cannot be counted ofl either to solve their basic
problems or to win their cooperation and suprort. Con-
strucvive political and other measures will be required
to create a sense of mutuality of interest with the
Iree world and to counter the communist appeals.

U. S. Ability to Sunooit Securitv Exverditures

19. The United States rust maintain a sound
econony based on free private enterprise as a basis
both for high defense productivity and for the main-
tenance of its living standards and free institutions.
Not only the world position of the United States, but -

- the security of “the:whcle *free world, is dependent on
the avoidance of recession and on the long-term ex-
pansion of the U. S. economy. Threats to its stability
or growth, therefore, constitute a danger to the
security of the United States a2nd of the cozliiion
which it leads. Expenditures for national security
in fact all federal, state and local governmental
expenditures, must be carefully scrutinized with a
view to measuring their impact on the national
economy.

2

20. The economy of the country has a potential
for long~term economic growth. Over the years an
expanding national income can provide the basis for
higher standards of living and for a substantial
military program. But econonmic growth is not
automatic and requires fiscal a2nd other policies
which will foster and not hamcer the potential for
iong~-tera growth and which will operate to reduce
cyclical fluctuations.




2l. Excessive government spending leads to in-
flationary deficits or to repressive taxation, or to
both., Persistent intTlation is a barrier to long-~
term growth because it undermlnes confidence 1ln the
currency, reduces savings, and wmakes restrictive
economlic controls necessz;ry. Repressive taxation
weakens the incentives for ¢fficiency, effort, and
investment on which economic growth depends.

22, In spite of the reimposition of tax rates
at approximately the peak levels of World Var I1I,
expenditures have risen faster than tax rece ipts
with 2 resulting deficit of £9.4% billion in fiscal
year 1953. DeSpitD anticipated larger receipts,
wlthout the lmposition of new taxes, and assuning sube-
stan i211ly unckanced world coné ltions a deficit of
$3 billion is estimated for fiscal year 195%,

23. a. Under existing law, tax reductions of
\;5 billion a year will become effective next

... January. A proposal to irmpose substitute taxes
-therefo*' vould be a2 reversal of policy.

b. Additionz2l revenue losses of @3 bi_lion
a year are due. to occur on April 1, 195%. Con-
.gress has not.acted gn the Dreside'lt's recom=
mendation that thesc recuctions be rescinded.
Even if the (3 billion recduction is rescinded,
or offset by revenue frcm new sources, large
deficits would .occur in FY 1955 and FY 1995
~at. present levels of expenditures.

- . ° €. The econonic problem ls made more
difi‘lcult by . the need to reform the tax systien
- in the interests of long-term econcmic growth.
~__Inevitably, many of the changes necs2ssary to
-+ - reduce the barriers to growth will lead to a
loss of revenue in the years immedlately fol-

lowling their adoption.

-24,  Any additional revenre will have to be
secured by new taxation on a broad base. -

25. The present high level of the Governzent
debt further complicates the financial and econooic
problems of the country. Substantial additional
borrowing could come only from-sources wnhich would

be inflationary.
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26. There is no precise level or duration of
government expenditures which can be determined in
advance, at which an economic system will be
sericusly damaged from inflationary borrowving cn the
one lhiand or from repressive taxation on the otner.
The higher the level of expenditures, the greater 1s
the need for sound policies and the greater are the
dangers of miscalculations a"c.mlcc“ance. These
dangers are -ow substantial.,

27. The requirements for funds to maintain our
naticnal security must thus be considered in the light
of these dangers to our econcnic system, including the
danger to industrial productivity necessary to support
military programs, arising froo excessive levels of
total Government spending, taxing and borrowing.

28, Modifications of the foregoing fiscal
policles to promote long-term growth may be neces-
sitated for a limited period: (1) to deal with
short-term cyclical problems or (2) to achieve :
overricding national objectives that justify departure

from sound fiscal policies.

The Jituation as, to U' S. “ar“owe" |
29 F The natlonc.l security prograns of the
United States rest upon che manpower to
operate them, the econony to produce the
material for thea, and the financial re-
sources to pay for then.

T b. The qualified mznpower annually coning:

ofﬁmilltarj age 1s adequahe to carry out our
existing military progrzms. however, the con-
tinuing development of more cormplicated weapons,
machines, and devices used by the milivary
greatly increases the need for military man-
power possessed of higher skills, 2nd for

their better utilization, and emphasizes the
need for expanded technical training and re-
tention of technically trained personnel,

¢. Any considerable increase in the neec
for military manpowerWMOLTA reguire considera-
tion of:

(1) Broadening the'present criteria
governing draft eligidbility,

A
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(2) Broadenirng the physical re-
quirerments for enlistment, partlcularly
to secure technicians.

(3) Extension of the average length
of military service, including increased
incentives for re-enl stment.

(+) Increased recruitment of long-
term volunteers and of women.

(5) Greater use of civilians for
technical raintenance work.

. '(6) Leadership to develop a national
response to increasecd needs, including
steps to make military service a.matter
of patriotic pride and to increase the
atcractiveness of a2 rmilitary career.

d. Any declisions on these matters should
be made in the light of 2 ccmprehensive study,
10 be submitted to the Fresident by the Office
o Derense Mobilization by December 1, on
nznrower availability under varying aasugpt;ona
as to the degree and .nature of mobilization re-

quirements.
Morale

30. Support for the necossary'securlty prograns,
based upon a sound productive system, is ultimately
dependent also upon the soundness of the national
morale and the political willingness-of the country.
to support a government which it feels 1s holding
the proper balance between the necessary sacrifices
and the necessary defense. Accordingly, the American
people must be informed of the nature of the Soviet-
Communist threat, in nartlcula; the danger inkerent
in the 1ncreg31ng Soviet atomic capability; of the
basic community eof interest among the nations of the
free world; and of the need for mobilizing the spiritual
and materlal resources necessary to meet the Scviet
threat.




POLICY COIICLJSIONS

Basic_ Probleas of MNational Security Policy

31. 2a, To meet the Soviet threat to U, S.
security, .

-« In doing so, to avoid seriously weaken-
ing the U, S, economy or undermining our funda-

mental values and institutions,

Nature of the Soviet Threat

32, a., With increasing atomic power, the Soviets
have a2 mounting capablllty of :Lnfllctincr very
serinns and possibly cripniing damage on the
United States. The USSRNwill also continue to
have large military forces capable of aggressive
action ggainst countries of the free world.
Present estimates are, kowever, that the USSR
will not deliberately initiate general war
during the next several yeers, altanocugh gen-
eral uar.mlgpt result from miscelculation, 1In
the absenceé of general ‘war, a prolonged period
of tension may ensue, during wiich each side
increases its armements reaches atomic plenty
and seexs to improve its relative power posi~

tion,

b. In.any case, the Soviets will continue
to z22k to divide and weaken the free wordd .
coalition, to absordb or win the allegiance of
the pvesndtly uncornitted areas of tne'world.
and to isolate thie United States, u51nacold
war tactics and the cormunist appa”atus. Their
capac1ty faor polltlcal.warf¢re acainsev the United

cates as well as its allies will be enhanced by

their increased atomic capability, )
33. 2a. A sound, strong, ard growing U. S.
econony 1s necessary to suoport over the long
pull a satisfactory posture of defense in the
free world and a U. S. canability ranidly and
effectively to change to. full mobilization. The
United States Shoula notc wealken 1ts capaclity
for nigh productivity for defense, its free
instituticns, and the incentives oq.whlgh 1ts
long-ternm economlc growtn depends,
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