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Ambassador Crnobrnja called for private luncheon with

Under Secretary Rostow at the latter's invitation on Friday,

September 13.

Separate topics are dealt with in separate memoranda

The Ambassador expressed concern over Soviet intentions with

respect to Romania, Yugoslavia and Austria. He said he was less

anxious than he had been before the President made his two recent

public statements of warning to the Soviets, which he thought
were extremely helpful. He felt that a fact of major importance
in the situation was that the Soviets had been unable to form a

puppet government in Czechoslovakia, but that their action had

consolidated national feeling behind the existing government of

Czechoslovakia and its line of policy. He remarked privately
that he understood that the Soviets had approached Ambassador

Duda, the Czechoslovak Ambassador in Washington, to offer him a

post in a Quisling government. Duda had refused, remarking to

Crnobrnja that "he would not be a political prostitute any more,

but would stand with his people."



It was his understanding that the policy of the United

States was to seek better relations with the Soviet Union with-

out sacrificing or weakening its own positions elsewhere. That

was also the policy of his own government. We both wanted good
relations with the Soviets if we could have them, and he certainly

understood, and shared, our desire not to irritate the Soviets

unduly. On the other hand, as a friend of the United States, he

had to say that in some ways our policy in recent weeks had not

come through sharply or effectively enough (although he could

not particularize where it had fallen short). He had the im-

pression that sometimes we avoided doing good and useful things

out of concern about irritating the Russians.

He felt that we could help and encourage the "better” --

or

the "less bad" -- people in Moscow only by a continued policy of

firmness and continued offers of conciliation on reasonable terms.

At the same time, he believed it was vital that we not compromise

or weaken U.S. policy in any way. Above all, we could help those

men and strengthen their influence -- if we could deter further

military moves -- by solving outstanding problems, such as the

Middle East and Viet-Nam, in ways which were fair and encouraged
democratic and progressive opinion.

Meanwhile, he urged that the U.S. Government not hesitate to

take positive steps in its bilateral relations with Yugoslavia
or other East European countries. His government, like ours,

was opposed to steps which would irritate the Soviet Union. But

he felt that we should be willing to conclude loans, alter com-

mercial policy, or take other actions which could help to develop
the relations between the two countries and dramatize the con-

tinuing and deepening interest of the U.S. in East Europe.

He felt that in the past we had distinguished between "good"
and "bad" East European countries. At the moment, the Yugoslavs
felt that few such distinctions were being made. He remarked, for

example, that the State Department had been extremely slow and

cautious, not to say negative, in developing cooperation between

the two governments with respect to joint ventures under Yugo-

slavia's new statute permitting partial foreign ownership of

Yugoslavian economic entities.



Rostow expressed surprise at this news. We fully appreciated
the long run importance of that statute in the evolution of the

social systems of East Europe, and we knew that its success was

being watched with great care in Romania, Poland and other

countries. Crnobrnja said that they too were very anxious to

have the policy under this bold law succeed, and succeed drama-

tically, even though he felt that the beginnings would have to

be slow. They wanted the investors to make good profits, and

realized that the entire approach would be imperiled if the first

joint ventures were not economically successful. Rostow promised
to look into the question in the relevant bureaus in the Depart-

ment to see whether more could not be done to encourage action

on this front.

Crnobrnja said that he had suggested to his government to

stress the political importance of loans through the World Bank

and Ex-Im Bank. In the past, the Yugoslav press had tended to

downplay such loans. He was pleased to note that a recent issue

of Borba had given conspicuous and favorable front-page coverage

to the latest World Bank loan. He understood United States in-

fluence in the Bank, and appreciated United States help to

Yugoslavia in the Bank.

With regard to the more sensitive aspects of potential

cooperation between the two countries -- with regard to arms

supply, for example -- Crnobrnja indicated appreciation of the

delicacy and balance of the U.S. position. He interpreted the

USG position as one of being potentially helpful without being

provocative, and realized that we did not wish to press beyond
the pace of Yugoslav need and the Yugoslav assessment. Rostow

said he read the signals in the same general way.

In response to a question, Crnobrnja said that his govern-
ment regarded the Treaty of Bled as alive. The Ambassador had

been one of those who opposed earlier proposals for a formal

burial. He and his friends now felt vindicated. In the event

of trouble, that Treaty could become important.



Crnobrnja felt that if the Soviet Union were so foolish as

to invade Yugoslavia, there would be bitter fighting, and no one

could tell what the outcome would be or who might be involved.

He felt that such a move on the Soviet part would be insane,

but then he had also felt that a Soviet move into Czechoslovakia

was unthinkable. In this connection, the President's two warnings
about the possible consequences of the use of force outside the

NATO area were of capital importance.

At the moment he and his government had no confidence about

being able to predict Soviet reactions. They had no idea who

was in charge, or what the direction of policy was. They found

this fact profoundly disturbing.

It was difficult to suppose the Czech affair was over, and

that there was no risk of another recourse to force or to threats,

not necessarily now, but in a few months. On the other hand, he

was less acutely worried than he had been a few weeks ago.

He felt that the quality of political relations in Europe
had changed, and changed irrevocably, as a result of the Soviet

action. All political orientations were bound to be affected by
the event. He enquired about possible changes in NATO policy as

a result of the NATO crisis.

Rostow replied that we were carefully studying both the

military and the political consequences of these events. If

military capabilities in Eastern Europe were altered as a result

of these moves, he thought NATO would respond, but not pre-

cipitately. Rostow said he was sure the Ambassador had read

the President's recent speech in Washington. That speech stressed

three themes particularly, Rostow thought: the firmness of our

commitments, the continued availability of the proposals for

force reductions and arms limitation made by NATO in June, and

the unpredictability of the consequences of any resort to force

in Eastern Europe itself. •

Crnobrnja said he thought the speech was excellent, and

could only be helpful. He felt it would however be a political
mistake to have a formal NATO meeting in New York. Rostow said

that the NATO foreign ministers would almost surely get together
and consult in New York. Crnobrnja said that was of course

understood and expected.


