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O::tober 3. 195" 

ME:MORANDUM 

SUBJECT: Discussion at the 33Stt1 l1eeting 
of the National 3"'curity ':ouncil, 
Wednesday, O::tober 2, 19'-I 

EYES ONLY 

Present at the 338th TJSC m"'eting were the ITeside:1t of the 
United States, presiding; the V'::e President of the United .3tate.s; 
the Secretary of 3tate; the 3-"cretar; of Defense; and the D Lre ::tor, 
Office of Defense Mobiliza:tion. A.lso present were the Seer )7-ar; cf 
the Treasury; the Director, Eure:i.u of the Budi;et; the Spe::ial Asl3is­
tant to the President for Disar:rn:u:ient; the Acti.ng Di:"e ::tor, :Cnte ~.a­
tional Cooperation Administratio'.1; the Director, U. 3. Ir1fo""15tior. 
Agency; the Chairman, Corneil o'.' E~onomic Adv:Lsers (pa:-ti 2i :ia.tm,~ in 
Item 1); Assistant Se::retary of St:i.te 'Jal ter S. Robc:rtsor1 ( 'or I tel:l 2); 
Jmn.es P. Ri::hards, 3pecial Assiotar:t to the P:~esiller.t (for :te:'.l :~); 
the Deputy 3-ecretary of Defense; the Counselo:~, Department ):' State; 
the ChairJ1B.n, Joint Chiefs of Star:·; the Dire,:tor of Cer.trc:. .. l:1te:Cli­
gence; Special Assistants to th<? President ~utle-r and D"2.r·r •rc1; ~t~ 

White House Staff Secretarf; th" Exe::u~ive 3e:~rE'tary_, :;.:;::: c1 :1 -:1<0. 

Dev.i.ty Executive .3e::retary, 113::;, 

There follows a s=·,~: 1.·f the discussion at t.:.cC- :0 el.1nc· 
and che nain points tar.en. 

1. U. S. GOLD RE3ERVE.3 MD TIIE GROHTE OF U. ». ?OIEIGJ: LL\ ... 3ILITIE3 
(H3C 5707/8; ~iemo for :1;3.:; i':c'Jm :<:xe~utive '3ecret2.r:: S2.m' s1:1cject, 
dated August 26, 1957) 

Mr. Cutler indicJ. te1, c_n '.:Jis short l;rie~ir.~ 0f '..'.c·~ ·:;oc.mc il 
on this subject, that Dr. 3aulni·~r, Chairman of' tbe Coun:i.l '.J:'. E~c­

nomic Advisers, wouJ.d present tl1e ~eport (copy of~!.::·. :c_itJe-'s brief­
ing note !'iled in the minutes of the meeting) 

D::-. Saulnier stated that this report, prepared by the... ~oun­

cil of Economic Advisers, the Treasury Department, aiid thE' ".ureau of 
the Budget, fulfilled the ·coIIIDLl:tment for such a st:.1dy, st.at· ·C. i.n cur 
basic national security po.licy (H3C 5707/8) aclopted last sp:·ine;· Ee 
proceeded to explain the nature of the problem, and to i:;i ·re the l:ias ic 
facts, which he said were ~lea::-11 set forth in the se::ond cr:~.'Je a1:.­
pended to the report. Dr. Saulr:: ... e~· indicated that twu fi;;-.;·:es W'.> 0.:ld 
suffice to :;c;:rt2 the nature of tbe trends in the rc:lat~or: o.-t.ween 
U. 3. gold reserves a.rid th'" ,;::-ow":,h of ;J. 3. foreic;n J~a~~: ."''.'·· 

DECLASS!rlED 
E o 12356. sec "'1 lb) 
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The first set indicated that in 194'' the United States had. d rn 
available gold for every dollar of foreign claims against '..Lis ;olcl. 
By 1956 the situation had cbange:l to the point where the 'Jn:'. ted 
States had less than a dollar of ;old in relation to ea.c:1 d.c :1..lar of 
foreign claims. After stating the ·mrious reasons for th~s cnange, 
Dr. Saulnier pointed out that the o·rer-all resQLts uere s 0

: f~•Y'th 

on pages 12 and 13 of the report 

Thereafter, Dr. Saulnier turned to the conclusiom o:'.' the 
report. No policy changes were recormnended by the co=itteE', but 
the committee had stressed the impo::-tance of dev':lopments ir this 
field and called for continuous and close scrutiny. To empt.a.size 
his point, Dr. Saulnier read the ln.st two paragraphs of the report. 
Dr. Saulnier then suggested that he might refer to more rec:"nt 
changes that have characterized the relationship bet,re':n ·;. 3. c;ol:i 
reserves and U. S. foreign liabilities. Thus, in Maret: 1}5', a 
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small decline in net dollar holdings, the first in e. lone; time, was 
observable. In point of fact, this decline set in toward tLe end of 
1956 and continued at a somewhat lower rate into "'::.he second querter 
of 1957. It was likely ths.t i!l · .. he third quarter of 1957 t'. .. is trend 
'llOuld be stabilized, and there wcfild be neither an increase ncr a de­
crease in the level of U. ~;. fore ic;::i liabilities. These c-e,.ent shifts 
were due in the first instance to a sharp increase in U. 3. exports, 
accompanied by no change ir:i the flow of imports into tbe Un: ted :;tates. 
The shift also was to some degree the result of the flow :if flight 
capital to the United States. It was of particular sicnifi,·ance that 
the loss of gold cl.aims has. not been evenly di.str::.buteC. a:i:oq; the var­
ious countries. The large gaineY'r; './ere Germany, Canada and Venezuela. 
Very heavy losers were France, Jc~pan, the United r:ir.r::-do'.11, m c :ertaL'1 
others. 

These recent developments, continuec. Dr. 3au .. :. .. nier sut;i~est 

that this is a two-way road 1r:Ltt turns in it. Cleims on '.' J. t:old 
can fe.ll as well as rise. Tbec-e are serious problems ·"i tn ·:he e :~cs ion 
of these claims on U. s. geld as well as ·.nth the accumula.t .. on o:: 
claims on such gold. We must the:::·r~fore concern oursc:l·;es ·"· ~b ".:.J,e 
distribution of these claims as ~11 as with their a;_;;_;re;:;at·" 

Mr. Cutler asked Se ere tary Anderson if he ;,'isl:ed ',o rna.J:e 
any corrnnents. SecretarJ Anderson said be vouJ.d confine hirru;elf ·~c 

pointing out that one of the primary reasons for the ::-eversa::.. was 
the heavy payment to Venezuela for oil concessions. It was also sig­
nificant that there were only two countries which represen ~"d solid 
monetary strength in the Free World, the United. States and ;erma.ny. 
It was of vital importance that the United States meint;ai::: tsc:lf as 
a bulwark of economic strenzth f'"">r the Free World . 

h.propos of this ~·eferc:nce to GeITIBny, the F'c-es ide 1 ~ :ln:p:.ired 
to what exte'1t the deutscbnarl: WD.s being used in L'1ternatio:ul t::-ade 
as a substitute for the pound sterling. 3ecn!tary /illde::-son c-eplied 
that the deutschrn::i.rk was net b 0 ;:lfc too widely us':!Ci as •in :.~ >'rrm~ional 
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currency, but that we vere very mu:::h concerned about the po=l ster-· 
ling, vhich is still a "Widely-used Lriternational 1~urrenc:;. 

Mr. Brundage said that he would expect dollar balE.nces to 
continue to grov as the United States assumes mo~' and ir.ore ::esp:m­
sibility for international finan:::ing. Did .3ecretar:: Andersor. think 
this ws so? Secretary Anderson rep:i.ied that he was not e.:: to~>:ther 
clear that this YOuld be the :::ase, and he cited facto::s on be t'1 

sides of the question. 

Secretary Wilson said he: lw.d a couple of questions to put 
to Dr. Saulnier. First, -what had happened t.o the total cold supply 
in the world in the period of the <:::i[ht years c;iven in the tablP of 
the report? Dr. Saulnier replied that the cold su:!_'plj' cf the world 
had increased. in this period, as & result cf the r~ininG o:' new c:old 
Secretary Anderson commented that the total -world sup:_ily of 1:·old ;;as 
not growing at a very fast rate, ~-=rnaps $3~· or :ji'-1-n mi:'.lior: 2 year. 

Secretary Wilson said !Ls :1ext question deal: 1:i ~:;: tne su·:.·­
ject of our required gold reserve:;. v;CJuldn 't the level ·:i:f' tr '.':Se re-· 
serves have to go up in the futur<' A:::c~ordingly, ·.r•: must "'-'.teer 
che.nr;e the ratio or get more c:o2.d Jth~!M·tise t~'li= r·:-su-1 -t wot: .. :_: -~1-:: ar. 
impasse in our gold si.;pply. 

The President reminisc:e:i that shortly after his 0 le::tion 
in the f:'.rst term, he bad as~ed his advisers to G:L·re him some i,ieas 
vith respect to the free convertibility of gold. Eie hadn't :ierived 

much satisfaction from the answers o:'." the ex~~rts. All that they 
had to say, in effect, -was that the l'resident should pray t,h!lt nCJ 
one ever really -woke up to the fe.,~t :hat in essen:~e t:old is ·.3.~~1e­

less--you COuldn 
1 t eat it 1 ~.!JU r~o:,;.ld.n 't bU.:_lC "t~l.iJ);"".S. \,.-:._ tt.. . , , :' r 

fire it in ;pms . 

.. 

The Jlational Security Counc J 

n+rl •••• 

Iloted and discussed the r 0 pcrt on the subje~t, p:·,·1-:i.re:.l b;· 
a committee consisting ~)f representatives o~ "':he r.:'Y"29.s~i~~i 

Department, the Bureau cf the Budget, and the :o•m:il of 
Economic Advisers, pursuant to the last paracrapn cf the 
NOTE BY THE EXECUTIVE SECRETARY in NS'.:: 570718 ("Bo.[ i-:: Na­
tion.al Security Poli::y''), transmitted. by the rc?:'."ercn:~"' 
memo::-andum of August 2G, 1''57 .• and presented c :-a-.'..,, ( ~· 
the '.::hairman, :::oun~il o~ E>-onomic t.dvisers. 
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2. U. S. POLICY TOWAHD FOR·!OSA AllD TEE GOVERNME:r.:' OF Tili: HSPUBLIC 
OF CHINA 
(NSC 5503; Memo for NSC from Executive Secretary, sub,]e t: 
"Report by the Interdepartmental Committee on Certain 'J S · Aid 
Programs", dated Decemlier 5, 195b; NSC Actions Nos. 13:1._;-~-(:::) 
end 1624-c; NIE 43-2-57; Memos for NSC from Executive Sr·:::reta.ry, 
subject: '1TU. S. Policy Towu:cd. Formosa and the Gove=::icn· of the 
Republic of China", dated 3epteo"oer? and 19, 195'"': N.3'.: Action 
Ho. 1790) 

In view of the lencth of his briefing of the ColL'1 ·il on 
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this subject at last wee!:' i; Council meeting, I.tr. Cutler's b:·iefing 
note ('Which is included in the minutes of the meetine;) 1.~s s"me¥b.a t 
shorter in length. He also pointed out that Secretary :.n.:.2.1·,s ha:i 
requested a delay in the Coun:::il action last week iL order ·.c as::e:-­
tain the opinions of Under Secretary Herter and Mr. James P Hi.chards, 
Special Assistant to the P:--es ident. He then called on ;:;e ~::-- .. tar-y 
Dulles. 

Alluding to the ::·ac-c t~:at Under 3ecretar/ Heeter . .nd 
Mr. Richards had recently been ir. the Far East, Secretc.rJ D G.les 
said that the State Depart.I:!ent had asked Mr. HL:harcB '.. . .n r,a,·tL,u1ar 
to study the situation on '.~aiwan in order to get a fre3b ap:iraisal 
of the effe:::ti veness of ou.:~ poli·: ies there. Accordinc;l;;, 3':cret11ry 
Dulles asked if Mr. Richards :ui[,ht speak first and ci·,re tis ~pres­
sions, after which he, Se::::~etary Dlllles, woulcl lil':e tc l:'.a~:e '.'u~-t:1er 

co=ents. 

Ambassador Rich3.:~ds indicated that he had st3.;,-ed i·;er or. 
Tahra.n for a longer period than Se:::retary Herter, in ordec· ~o :..ook 
more thoroughly into the s aua tion on the island.. Fron ell th(-: '~vi­

dence that he, Mr. Richard::;, could find, he h.Hd. come tc t.;:ie :onc.Lu­
sion that it would be disa:~trous now to cha-::ige our preser.t l'.ll'._~y 

with respect to Tai\mn, though be said he did not know tbe ""e:::'.3e 
limitations ·.ri th respect to availatle appropr:i.ations for ca -ry in~ 
out our policy in Taiwan. If, be:-.r.rnse of su:::b limi tat:'..cns, an;:: re­
ductions have to be made in our assistance to '.I'aiwan, s;.;::h -edu:tions 
should be made in a world-·..ride context and in terms of the congr·es­
sione.l Resolution (Fublic La.;; 4, 84th Congress). The Ha<: io·m.l is ts, 
continued Mr. Richards, had urged on him the Yi.e;; thnt disc):Jtent in 
mainland China might offer the opportunity for armed :...'1terv·=nt:~on by 
the Nationalists at some f' J.ture t:Une. Mr. Ri(:harcLs thoul':);t that we 
should take this viev into account, as veil a!l taking heed J:' -~:1e 
general situation in the Far East. Again he said it wm:J.d "~ dis­
astrous everywhere else in free Asia, and part1.cu1arl:; ~r .3Jntile'l.Et 
Asia, if tbe l'nitcd Jt3.tes d:-ast:.cfcl.l.y cba:i,;ec: it' x·C.:· < 
Taiwun. 

'I'\JP SECRET 
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\fuether in fact the :}e!:1eralissimo wD.l ever be a.c .e ~,o re­
turn to the mainlana was c'~rtain_(: a question, lleverthele:;.;, i.f 
there was even one chance :Lil ten of bis successfully doi:.-~ :!.is, the 
United States sho"J.ld be in a pas t=.or~ ---~c t~e ad.va.."'1t3.;u cf .~1>:.> op~cr­

tunity. 

At the conclusirn~ o:- Mr. Ri:::hards' eomments, Se ~=--~tar:: Dul­
les spoke again. He first stateC.. tmJ.t Secretary Eerte:· hail as!:erl him 
to report to the Council that he \-/aS fully in accord wi tt tie vi'"" 
that we shnuld not change ·cbe missions of the GRC e.rned fo:::- .'.es on 
Tahran. Secretary Dulles ~ontin~1-ed that it was his o-,m ':ie• t:mt it 
-would be a major aisaster to our whole position in U.e Fc.r .-:2.st if 
we did change these missions. Se:::reta:::-y Dull~~s said i;; '-0.S not fc r 
him to state that we lll'..lst agree: :o =intain certa-:.n G?.C: '.GY'.e l"v~ls, 
but certainly we should no: :::hange the miss iom: of -:;he ~?.C c=eJ. 
forces. Particularly, we :shO"~lc not :::hange these miss Lons J:: ·:r.::­
ting out reference to the :~ossi: ,:! ty ·)f a ::at:_oru-.1 i::;t ::-et-1-:-1 ';CJ 

maL'"land China. It was in:leeC: c-:l U: Ls hope of 1" Yeturr; • J ::L:.'1-
land Chine that sustains :nc1rnl e ;:1 T::..i Wwl, even L _, ::.c~ i.: v· ·,;::i:: 

remote. 

S2cretary Dulles th2n r;o=....:rte,1 out t~~J.B. t ~he ··,~ner:::: l :; :.. :,"JL­

tion from the U. S. poL'1t :Jf vie·: __ s quite diff~:rent L'1 As11 tlun in 
Europe. The Western European co.JJ1~.ries are r;r.i::h CTOYe so2.:C. L'1 dµJ-~h 

and strength, both militarily and otherwise. ::::n i'.<siB., or: +:1e other 
hand, only a series of small island and peninsula positions sep:i.rate 
the Uni-Ced .States from Co=nnist pDsitions in depth en t-Jie :cr:tLnent 
of Asia. The reason these smaL~ isl.'.lnd and p~n:...'1:mla ~m:nt'.'Les mH.in­
tain their ·will to freedom is be :3.t,se J::_- theic hope -t'.:a:: :;c::=~:1is .. 
C:hJx.a v->_._11 one dB.y clow up. r:::i~ .. r ... s this to be t:'loa::'.ht 1cl t :i;_:e~he:· 
a fo::-lo:::-n hope, as Hu 3hibbad c-·:~er;tl;; poin-:ed out L'1 nis ::.idc-ess 
befo:·e the United rlations. \Iha~ h[cd happened :Ln 2nni;a:c;; c.r . .l I --,1a1il 
could conceivably hap:p=n i~1 :::o=ur. __ st ~hina. If :J. t2-o•,;-1q: ~ :~-.lYI'c~d, 

Chinese I!ationB.list troops m:'..ght :.nd the grea': oppo:::-':.:m: ':, ·-r'.:i:::h 
they md been seekinr;. Wh.:.le we ~:en all have our own ·:::_-~i-:::. '-'-'; to 
the likelihood that such t;1int;s -""i----l come to pass, the fee:~ cer.o.ai.ned 
that the Chinese Ilationalists b":lieve that thi1> ~han:e 1ll2.y \>-:: :Jff·:-recl, 
and it is precisely this belief that sustains the~ in thei: resis-:;u..'1ce 
to Communism. If, by chanci:J.c:; cur policies, we des-c:::-oy ti".3t ::::hin,~se 

Nationalist hope, we will 3-t the same time destroy the ~::x: i ty o: -Che 
Chinese llationalists for the defense of Taiwan :Ltsel:'. "'''Jn-:! th~s, 
such a change L'1 our p::iliey wou.-:..l oean the ab!:l.Ilcio11in:· ,'' -,, ~ ·..1:ic:l,, 
Far Eastern position. 

The President said tilli.t -:-~".is was begiimin,__; 
tle l:-::aclc::li-:: to hir:J. We::-e we e;:,L:~"~- 3-bout r"!du-::~nc 
leve2-:3 en T::!i\19-!l? 

TOP SECRET 
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Secretary Dulles undertool: tc e:g:ilain tc, th•· Pre:; id·'n · 
what the issues were. Mr. Cu'.:le::- :'o:l.lowed with a fuller "::::i;br:. -
tion, in te:nn.s of the past his-;,ory of our policiec. tmm.rd ".ui~ .. 
He cited paragraph 3 of existil1c; U. S. pol:'..cy toward For:l'osa., ·"· ~ c i 
set forth the missions of the G::>.C arued forces as fclJ CJ•,.·s · 

"3. Continued clev•"lopment C>f the r.1ilit:i.r~· ;>oten !al 
of GRC anned forces (a) to assist in thE' dcf'e:-.;.!:;•_· cf F- ,y_ 

mosa and the Pescado:::-es and ( b) to take 3.Ctior. c.s. def·,nse 
of the GRC-held off-:3bore islands, eq'.1ipped ar.d ':.rain .. :: 
to contribute to coLLec:-ive non-'.::011IllluniE:t str'2n_:~h in t.lc·• 
Far East and for such other a 2tion as 012.;; be• :nut~l.2.llc' 

agreed upon under thi· te!"!l1':: c: the HutUE.l D~f-::nsr· Tce•:t:, 

Mr. Cutler then explained that th·2 8.iffcrence in inte,-:or·c"t,o.ticn ( f 
this paragraph derived from disac;reement as to wb~·ther the cont ·1-

bution of the GRC anned forces to co ::_1ecti ve non-CorJ:!J'mist st ~:t[".'.h 
in the Far East and fo:::- such othe:::- a ~ti.on as ni;;,'1t b2 nu":'.L'.J.llj· 'i::r''f'tl 
upon under the terms of the Muttw.l I1 ·fense Treu:,y, co~.sti tuterl ;epe.­
rate end distinct missions, or were :2erely b:;-p:::-oc.uctc G:' ",11•:- f rs· 
tvo missions of assistinc; in tlie def .. ,nse o:· ?ornoE:n ::c: J i~: '.:c." _,,_ 

fense of the GRC-held off-shoIY .:.::>la:::ls 

The President replied that th is '"3.S not >Iha t !Je · .. c:::: a ;i·.inc 
about. Here in the Council we were wricin€,; a poli.cy fo::- o:c:-se~ ·es, 
and we do not have any obligat·Lon to tell ail about it to '.;l:iirn" 
Kai-shek. What the President said he was after wa.s th~; a::::-::13.l ·: 
feet of ou:::- language, because he cmp'.latically <:l.;:;rced •·ith ".'.J'C 3'.at''' 
Depa...i-tmer..t on the da..'1c;er of de::;troyi.nc Na~_,_onalist hor)::!~, ".J: --· 0 t ;-

mate return to the mainland. ':Li::;, ·,f course, die. not ne~1 t ba "" 
were obliged to tell the Chinese ;;at on2.list;s everythi.n[ ". ~"= -• .L." 

we have in our mind about them 

At this point .Secretn.ry :;t~_._le~ broke ~ to state' ti:J.: ~ .. L~.s 
was precisely the intention of the s•;ntence propOE:ed. :·y t;!i," £.:'..:.:· ·:,:i 
of the Budget in the proposed :~evision of roerac;rarh 1 .. o:' ;;;;;:- ' ':,, 
where it is suggested that we 'mcl:e .:lear to the GR'.:: :li::.t--ex: ··, !.r. 
the event of substantial chan;:;e in the vcrld si tu.:;.tior c·:· v:· ~0::8.:..­

tions on the mainland of '.::hina·· -m1::- !uture military and e ~onoc~ a" -
sistance programs will not be pre1nisc>d :m the assun:pt:or o: t~1e .. ;R.''i; 
return to power on the mainlanc:." 

Mr. Cutler explained the bus:!.s for the Budcet's ~'cint c: 
view as expressed above, and a:cso called. attention to :-he ,,rru:J· ·~~ 
of the state Depa:::-tment :::-epresentati\'e on the Flannin- ~ca,·a-·::.c' 
we are already telling the '.::hinose rl::.":iona.:.ists utl.'.l.t t}cE· :>Jd·: · 
proposes t:W. t we tell the'..'11 in ·~he 31,,·.:.~et r<'>vis ~on of ·12:·:: ·:c:F: 

agreed vi th the :--evision o= :p2.:c..:=;:r-::..1J~ 2 ·~ :;:~·opos·2d by '.:,~~12 .: .-~ __ . __ 

the Bude;et. Only the hope o:' · l:,.'..:Jl3.'..<C}, ~· :,u.."71:_'1[: V::i ·rE-".: • !..' c3 
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sustains the morale of the Chinese Jlationalists on TG.i1r.:m.. ~e f"·es­
ident added that of course this did not -"an that i.PO DO\: :rroriose »c 
send them masses of military mte:::-iel for -::heir use in an i:1· .. ·asio. c'' 
the Chinese mainland .. 

Secretary Wilson said that be h'l.d a poL'1t of ·;ie,; some\./:iat 
different from that of the President. While he understood the ba.as 
of Secretary Dulles 1 feelini;s, and lud not seen the G·ene:-9.lissimo 
for some two years, he did believe that if we were realistL we 
should continue to budget our assistance to the C:hi:1ese Ibtional 
Government on about present leve.Ls, or even to cut ttese le·:,,1, 
dmm somewhat in a quiet way. Nr)t o'.1.ly were Chiani; arn: t1is :ocJ.d l ~,..s 

g:::-o'Wing old; the day was cm'linc iooon wher. we were r:oirri; to ::::ve ' • 
rea:pportion all our resources avuilab:e for :'oreL:;n o.ss~s-::~>c ~e 

The President said tk~. '...t i>'~emed to hill. the.t as tne .s L­
and becomes populated more and i::ore by native Tuhci1c,se o.nd less 'L"lC 
less by mainland Chinese, the inte:::-est ir, returnin:::; to the :~:ines~ 

mainland would proportionately lessen. 3ecretar-; DuJ.les :-c,;2-~ 0 d ct· 
the President by pointins out that it W:J.~ nucb mo:::-e b:::.s'.c ti.at c'. 
all hope of a Nationalist return to tL~ =i.!'-Land we:rc, ~.o ·'Y? clestr J:;e•l 
the United States would lose the \,r.r:.cle sL.ow in th~ ~:;-'~:r l·.ast. i~~· 

simply could not afford to per-..i c tie ;t::.nese tle.tio:'1cc~.ists tJ.· 1.2: '.l.,: 
we b-=lieve that a Comm~J.Dist Chin:.t. ·.i3.s 11 pennanent f,::at~Y'i.2 :-:~· ~ .. ~0t Jr:,: 

3ecretary Wilson asl~ed se~retary Dulles f:i:: t~ie :"c.:it·1a~ 

basis of the view he bad just expr::ssed. 3·= ~retar:;: IJ<l2.:'..cs ~0 lJ' ~c i 
that his View was based on the "c·~st ju'l,c;nent o:' our cr.u:::.-'-i :'ie'.i ;J( '. ~ -

ical obse:::-1ers. 

Hr. Cutler then stated tr.~.t Lrias::ruch as ·,r~ hai nec.,.-d s· 
much fron the proponents of the b:c·oader interpretatl.o': Tf the c:::~' -
sions d' the GR::: armed forces, it wo:ild be perhaps apropos -:;( th.~a: 

from Mr. BrundaGe on the narrouer int€rpreta:.io:J o:' t;1ese ::i~ss'.c1:,, 
\rb.i'.:h 110uld confine then to the lefens9 o: Taiwan, th,~ ~,enc;r1s, E :-:C. 
the off-shore isla."'lds, and s"tat~:-is t.;:at n .. !1y 'Jth~r n:i...3:3 '. ::):1 ::: '' t:112 ~n ·: 
forces \ra.s m~rely e. by-product cf these -~.wo :-:iission:; r!n i n-:,... El ~;· J.;..:--i ·· 

rate and distinct uission j1lStif .. ·inc c,ddc t::.onal build·-''" :o"' -:;:1. ~ 
forces. 

Mr. Brund.age ber;an by :Jta-":i::ig tha~ representc.tivec, of Le 
Bureau of the Budget who had mad.e trips to Taiwan w2re ::cn-.""'.ii~el: 

,; that Chiang Kai-sbek 'Was seekin[. r:io:-e :r.ilitary power ir1 crtle::- tc 
launch a counteroffensive against tl1e Chinese Communist rr.LJ.ir.lan<l 
:~ssentie.lly, therefore, what the Budget was seek in[, was to [}IBX 

•·cg<dn:;t a further U. 3. build-ur of exist:'..nt: GRC :'.'c:-2e::; r:itber- t'ca:. 
~ reduction in e;:istinc:; levels. O:' :~<:Urse, he ad.de cl, ~he Euu,;e· 
''ureau would accept the jud[_';!nent c' tl!c ; ,.cs ider.t e.::d the 3•· ~:"·c::. 
~f SUlte in this matter, but he :"0 p=a · ed thB t the propcsed : ui. ·u 

':I')J SECRE~' 
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version of paragraph 17 of nsc 5:103 ,,.ra.s designed t.) p~~..-c!'l~ ~r..r..ar.ci:~­

ment of he GRC armed forces rat'.ler than to su,;gest - :-e"'.:c•.·r :'.ll:.·,nt 

IDP SECRET 

The President said that w' were, of course, t.:::..Lir · in t'tis 
insta.11ce about a possible f'Utu:-e erne::--gency developrnent in t:.e shaP'" 
of a Ilationalist counteroffensive acainst the :nainla.nd.. ~=" su:~h 9. 

thing eventuated, the United Sta'tes must be prepared tc "."..i:::: ::.rcpnilii­
ous equipment to the Nationalists. However, it cl.id YiOt l:!·oo.r that ve 
now contemplated building up the '.:hi.nese Nationalis".:s w~ "'.:;; 2 Lot o"' 
military materiel designed for o:'l'ensi "e action. We sh'.:>uld p:co\"id.e 
ChianG Kai-shek with a limited cap:i.·oility in terns o:'.' =plo.:!.\ irius 
equipment, but we should concent::--ate '.:>Hr assistance er: :h<" ~rc:·.-.­

sion of defensive equiprnen:. 3o ue will be we.ll-acl·,-:tsed ·.o ~::;.11: 

about cases and facts in te'1"..s o:'.' antual equipment rather :':~. ~·1 

terms of missions. The Pres:'..d.e~r ree.:'.'f'ir::ied that be »~s c~c:d ''"t 
against the revision of pari;-:=::i: '.)f NSC 5503 pc·opas•,c'. \·;) ·:>v, 
Bureau of the Budget. 

l·!r. Cutler cited ~!-e :":.,_,c::·es which indi.catecl :oc '.::l-' .;ro­
gra....."1I'1ing and heavy U. 3. ex:µer.'ii. ~_. :..:'c :o:- Tai"Vi'B.n ovc:- ttc: t~:::- ·~:. J~':!:r-s 

tbroll[;h fiscal 1960, and th·· V'2r:, xnsiderable r:nin:e=ncs , JS~'' e.:f'­
ter that year. This certai.::l:: so''"cc.cd. to Hr. :::utle::-- tc ~'"cl"· · · ' 
question of a modest ~ut i:J. --cl1"~G~- ~rograrr..s a:id ex:})"2nC::·c·cs. 

Secretary Wilson .2utio:1eC. against movin:: toe fas: ~n CTL'.· 

int; such cuts, for this woU:cd be CJOU.."ld t.o get us into :ro:.:t.l·· !i·~v-

ertheless, over the long haul ve o:.re ~eanint; on a }:'l'ett:: ',c·22... ;·"·'·:i 
in the shape of the Chinese !in:icri.c.l G<we:-nment. 

The President e:-1.:phasi_ze.: t:i:l"t. in thi!: con:e::-t:: Ol.!_~' 1!.f.2.:..J:. })t:~-

pose .. ~i'7J.s tc maintain our ho~_d. o~ -'__,hi;: ofi -sho~,.::~ isl:md ~r~ain. 

in order to do this tmt ue ::::.ist let Chianc; I:ai-she}: belie·r" t'.':u.t h·· 
r::ny u..ltir.1.3.tely su~:?.eed in ;::;·-=-·~ti..ric -C'n~l: to -:he IL.3.i_t.l.:L~d. -=>·!:"ct..::~~: 
Wilson said he doubted wheth~:- =:l1_c.n.~~ reall:.r- belie· .. -ed t:-~3.: L ~c .. :i=_a 
ever s-ta:;e a suc~essft:.l re"t.t...:71 :,c tn-~ n.ainland, and -:::UJ.: ~:_:i :~'?f.''2:~t~d 

allusions to the possibilit~, ·wC>=:--e J.J.~\~~e1~- a matte!" :::: s:·· .... '._:1t :e. ~e. 

Secretary Anders or. sa:'.d t& t he ac;reed -,,-;_th ~i1e :'"." s icicrct 
that we could not say to the C~ne:'alissimo that his ho:ie o:~ : etu.::-n­
ing to the mainland was a fc::-lc::--Yl hope, but we should ;c;ppl; '.ls 1 it­
tle materiel as possible to ~usta: .. n :his hope. 

Secretary Dulles C'.)=ented that there haC. be-.~ci " -.-c ::---; ;;:cent 
inprovement i:i econooic co:id~tions on Taiwan in rece:i~ ·,e2.:·s .,.:iri 
months. !fr. '.::utler pointed :mt, l:owever, that in the a~tu·~'::r.,,::+ :o 
Arm.ex £. o:: the Fl3.~ir..:, ~02.~-~ pap<.:>:-, th.::· Tr~3..si...i:.:::, .. Derx:~.:::-tr::-:.-:, :i... _·~tY!!"' 
of the Pla...."l.Yl~-I1t; B:->nrd had e~~-'~Ss~J ~_-o!!siderable do':b+ :;.. 
3tat~ Dep.::..ru.::!~:it 's :::.-.on:,·2:--.~=-c · .. ·: -':l ~ .. , 3})€; ~t. t:: e :::or:or::::.. ~ T' :;-· 
Taiva.n. 

,,_._ ....... ~~--~----·-· ··-..... 
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HY. Richards said he doub7.ed whether any::i:-ie in Jo,;:hcast 
Asia seriously believed that the Generalissimo vould e\·c:::: st. ~cess­

fully retu..."'11 to mainland China, out he believed thc.t the G€'.':erelis­
simo hilllself was Genuinely s.Lncc"'.'e ·:.n his a>m b'!lief "c'.1at ''" uould. 
What particularly bothers the G"'!nero.lissimo is the se:Jse of frustra­
tion now current on Taiwan. Accord.:.ngly, if the l 1ni0ed s-i-,a1·es now 
acts f'u..."'"'ther to destroy the hci:Je of a return t::i th~ rr>2i:ci.J.n.:1c. tbe 
effect will be to inc:rease tl:is sens~ o:' frustration. I:, ~.::: .. s :..:1 
this context that Chiang Kai-shel: had asked bb tc te~ t:1c ires1-
dent of his hope for assistance i:i :he traininr; of c:1inese : 2ti::m­
alist paratroopers. Suc:h -t=ininc; · rould consti tut·e vis i·::l.:_·: pro::i!' 
that the United States had not Gi·..-e:~ '.If, hope of a.n eventULcl :-et·.irn 
of the Nationalists to the :::-iines<e =inlanc. :.::1:La:1c c.pr,.:::·-c~ t2~ :,;:d 
in mind a force of some 5oc J p:: = tr.,::pe c-s. Thi:: 'ras, cf :c: cSce, c. 
!:18.tter for the President a.'C.J t'.1e 32 ~retary of Stat·.: ts de: '.ice, bi.;t 
in any case Mr. Richards cc:L".ls·•l.~ed that we avo:Lcl. d.o'-1:::: :c::;-'.!":'..nt: t' 
increase the sense of frust r:::. t :.o: :irJ;,· ·,; ide::rread i-:. I':!'· · .. 7'..·1. 

Governor 3~assen 20:-nc~:-:.:et: that the p::-oble;:: ·::·-.UC. Jr-:;:--r.__ ps 
be calved by p:-ovidi.".lC ti1e ~-cnc?~·-,.:.~.;simo ',Ii.th '.l :'ew p::r:"'.~"c•:!•::·s 

and reducinc the size of c~''" '.'~.it .. 

At this point Vir. Cu-"1°:· =ned ur· whai; .'"lee '..~li·?·:,'.l :::; b-~ 

the Coun·::il 's consensus wit~ res"~~- to para;r3.phs 3 £•.r:·2 :' :i: iJ.'3.C 
5503, where the views of tbe State :Jepac-tment and :he Joi.:1'. C::Cie:''s 
of Staff seemed to have prevc.ilecl. C:c then said th3."o l1•2 ·"'!Jr. ld :e.l:·~ 

up two other proposed revisions :.:-: ;1sc 5503, wh:Lc:h he xl~e·.ed W•cl"' 
non-~ont::-oversial in charact·~!". ~!1" -'"'~-~st of these -.,;as .:-):-:: er::ed 
·,;i.U-, :;xi.ragraph 10 of J!SC 5"J3, wr.1~. !1r. Cutle:- :~P'.'.cl c.c ;:"·;~·cc.Jo;: 

11 10. Seel: tc pres:~~lr,, tn:-oui;t Un.L-~J;d I::::.-c,~o:-·.: 2 ... ~ti.0;1 
if appropriate, t'.19 st.J. tu~ quo of the (}RC-!E~ :1. .i :if: -sic.ore 
islands. Provide tc the .;.7i8 forc~s, r:i:!..2-: ta:-:r· ~ 1 r.:- :;;ne:-1-:. 
2...l'J.d trainLYJ.g to assi::;-t th·~~ t:> defend su-::h c<::':'-:;::~ r':' ~:l­

ands, us inc Formc·se, 8.S ~ x1se. r. S. fo:-ces ·.ri .,~_:: be us,e J 
"te> assist the Chi:-1'2se :b."C~ono.l:.sts to ci~:c.:-ii t~1e : E. ... ~-:Jc::·2.i 
off-shore 19.ands :::--or::1 :hinesE~ Ccr:c.rnun::.s-: r;.t~:!:~:s ·,.rl e!1·:'"Ver 
the President judges th3.t s:.:.:~b attac~:s c:--e pe.:-t::; ~ :~, c::-· 
definite prelimin:i:-ies to, attacks ag1~:~n;:;t the :"12 · cJ pos i -
tions of Formosa and the c'es::adcres." 

Secretary Dulles, however, dil not regard tn;::: =t'er as 
non-controversial, and said he wcul·'.i rather have tr:is IJB.'.".lc;r:o:r:L :·o~­

low Public Law 4 verbatim, because the statement o:'.' intcn:ir:-i set 
forth in the text of Public Law 4 >J:J.s ::iore autho:-i :.at:'.. ··r•; '::".En -:.he 
President's statement to tbe '::on~7ess as to :iow he i;rou..l:l ~:..± _:_.:-~i.s--:,7-
Public Lm1 4. There was nc :-es.son needlessly -<;o :::.J.:-t2.~l -.::· }·~-e~i­
dent 1 s au"tho::"i ty, e....1')d. tbe:-e ·,;:i~ c1i...1::!:. ln the 2.e;t:32.:;.t::,;i: .,. ::-,·er·: : f 
Public Lav 4 to justify hie: :i.r :;-.rc.<en 

'lDP 3E'.:RET 

'ID? SE'.:RET 
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'lDP SE'.:ET 

The President sa:d that he 
lar argument "1E.S of much substan:~e. 
and his O\./Il statement as to how this 

couldn't see that -:~:is rar-:ic·:­
The sta~em~~nts i..L l--'"'_1-L.-l_: L3.w ·-+ 

would be acl.rei:::ist"~d, 'l!Ilount•"d, 
as far as he could see, to very much the se.oe th:ln,-. t-'.r. ;, t le r t!:en 
suggested that the text of the revised paragraph 1) fcl lmr ~ oe 0eJC: 
of Public Law 4, but that there should be added a -:·o::i-::rrcv· ·,.:-,i:'.'.1 

would cite the President's statement as tc how he w'O::.ld 2.;': :,,- :.ts 
authority under Public Law -

Secretary Dulles then observed that i': seem.eu tc '. im tha· 
the defense of all of the off-shcire islands was no·,,· oo '.:ODl:.:.et" :rnd 
so integral a part of the C.efense o•' T3.i".1:m, thn-:. i-':; \1'2.S ::o~ -CCJ be 
compared with the fluid si tuat ior: o:' three years O.j;O. ::>:::·-:.::. L'1.:.,/ CJ.:; 

conditions existed todey, said S·:::r'ctary Dulles, r:~ uould s:·y t:W.t 
if there were an all-out at-+:CL~l: 1:--: ~~ .. .le!:jOJr or th~~ t.:.:..:tsus, ~,n7' ·.1!1:. tecl 
States should not sit to one side 9.nd ~rmi t the loss c :' ·:he-s-? isl-­
ands, because their loss wo'.lld s:1re:~y r-::sult in th-:: less f I'3~1rsm 

and the Pengbus. It was fer U:i. 0,ascn th:J.t h;: 1~·2:'er:·<e·' ''J·' 

broader lancuage of Public:: ~w ~ 

~li th respe2t to p3.:"3.:·~,~f·b J \ ):' r;s~ (:')()~I ":~1'' (' '\•. 
agr,2eC. vritho:i.t discussion t .. ) a~·~·~: tLE" re~~~isi::in :.,:--0~-102·,c' · ,. 
I!S::: FlE..'1Iling Board. 

I"ne llational Securi t:,· C:l:u:.cL. : 

a. Discussed the drc.f-:. report on the sutje:::t, ;r·: p3.r·:3. 
by the NSC Fl'.l.."l!lin::: :So3.rd pursue.::it to !l.3C ii·-:: i :m :i-c. 
1024-c, and tr3.ils!!L:. tted t:y the r::fero:r.ce '.!ler1cr'.lllii.::m 
of 3eptember ;1, 19' 7; in the light of -:hce v ... r,,:s '.Jf 
the Joint Chi·:::'s o:' 3T,aff, transm:.~;ted D: -:: " r2:"-~r­

er.2e memorand:..tn c1 f .3e~'t12mber 19) =-s~s·~, c..:~·~ ~ h· __ ~: ! .~-..,.,s 
presented ol .... 0.--2-_y -,... .. ~!C~ssador R"'._·:~h.c.:cl:; :---~~~· - r-,-

his recent vi.-;it "=' I~iY.~'1. 

(1) fara.::ra.p.:-:;. 3, ;uyt· l: Revise tc r~::.i.J .:i..~. ~ _-.uows 

"3. '.:on-::inued development of tne oi'..i.tary 
potential of GRC anned forces: (a) to assi.:;: i.n 
the defe::1Se o:'.' TP.i wan and the Fer.c:I::u;:;, ( ·r ) to 
take action :'..n defense of the GI\C-held of"-shor" 
islands, ( ::) t.o take su·:::b other a·:t~ Jn c.::; I'.1.'1': be 
mutually agreed upon under the terms of ~le i-lu­
tual D·~fense '.'.'reaty, and (d) to :::cnt:-:'.rut • ::. 
:::olle::tL·e non-'.:o=unist st::-en . ..-:l::: L-; -:: "' ~-·.:­

East. A'tion ·,;-ith respe:::t -~o r) cc.m'. (c,! ::;'.;:)ll.lc 
be d.ire2·•;ed pr.'.Jn.::.ril;,· toward, e..:c'.l 1.'.c:.,_::.-·:·:" 
what is '.1eer:Jec: nc-~esse.ry ':.o r:::i.e.i~·~~_:__:; t:.:· lS .. -
tion ar1C. mo~-=.. 0 : ~, t·:-~ :~~~. ,. 

/i 
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(:I3C i~_)~; n.32I1J :;c, 
E.:·:e~uti ·ve Se:~~·;ot1 .... r~ 

d~sc::-i.b~d -tb12 f'Y"cp:;::; .l:· S' 

tl.ons o'.:' the ,Join'. '.; . j.,•':; 
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