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‘Fromi My, MoCargar

" 1 have recelved from you-and resd the memorandum of iy 28, 1988,
addressed to you by Mr. Husten and Mre Greenlee, constituting their
report of their inspection of the Paris FEER Offioe, and the letter
of May 30, 1938, from Haskins snd Sells on the recent sudit of the
Faris FEER Office. I have commsnts and obssrvetions with respect to
bath these documents, which are submdtted belows

1. Report of Messrs. Husten and Grssnles
A. There a nunber of significant omissions from this report:

1. The report cmits the fect that.the audit and inspectiom
of the office were undertaken at wy own Tequests that
on the day the shortage was discoversd my Deputy, Mr. Grey,
ordered a complefe eudit, which inetructions were cunm&
by ws from New York oo March 28: thet, va lesrning during
the night of April 17 of the Pebrusry 1957 shortege, of
ir. Loubert's role ia i¢, and of his direct challenge te
wy authority, duly delegated from the Director of FEER,
through his attempted blackmail of myself in order to pre=-
vent my taking eppropriate disciplinary action against him,
1 despetched o cable to New Yerk requesting the presence
of the FEC Securivy-Officer, which request was not granteds
that, on April 168, dissetisfied with the absence of .
progress by Mr, Dsvy on the audit, I requested.bv cable
that Haskin. & Selle be called in; that, on May 3, on

learning 'm\ the Security Officer would not come to Parls, .

1 cabled a full repert of the circumstances and requested
that the Assistant Directer ef FEER, then in Paris, be
suthorized to teke a statement from Jir. Loubert and there-
after report in persem te the Director of FEER, which
Tequest wes not grented; and that my My 3 cable geve &
full explamation of why I considered the brosder FEC
interests required this matter to be handled by appropriate
officers from New York rether than lecally.

2, The report omits any reference to the lengthy and detalled
report on all of these matters compiled by Mr. Grey, the
duly appointed Deputy Eurepesn Director, and Mr, Donshue,
the duly appointed Administrative Officer, wha, in my

.. absence from Paris on official duty, were the responsible
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officers. I do not see how any conclusions can be arrived
st in this matter without thorough reference to that re-
pert prepared by the immediately and duly rnpoulbu
officers,

—

The report passes owr without comment the fact inat im
May, 1957, Mr. Loubert, when Administrative Officer of the
Paris Office, cevered up a shoxilage in the cesh funds with-
out inforuing the officer in charge.

The report omits mentior of the fact that the shortage of
May 1957 sctually had existed in the cash funds since
Febwuary of that year, and that {t went undetected for that
period of time because Mr, Loudert, in violation of regula-
tions, good semse, and his specific responsibilities,
conducted no cash counts during that period.

The report passes over in silence the contrediction between
the fact that on May 27, 1957, Mr. Loubert assisted the
bookkeeper to cover up & sizeable cash shortage, that em

or about March 25, 1958, Mr. Loubert suggested te Mr. Devy
that he suspected the existence of a shortage in the cash
funds and that on May.2, 1958, Mr, Lowbert signed a state-
mnt W ich expresses hig "implicit faith in Mrs. Kurtevitch's -
honesty based on my Intimete knowledge of her and her

family from my many years of scquaintamce®,

Ths report omits mention of the fact that the incident of
a request for a loan outside the office by the bookkeeper,
which repertedly impelled Mr, Loubert to warn Mr. Davy of a
possible shortage, actually took place almost four months
before the dats of Mr. Loubert’s actiom,

The report cadts the fact admitted by Mr. Devy that he
extracted a "confession® from Mrs. Kurtovitch by means of
the twin lurcs of maintsining her employment with Free
Europe Corwd ttee and of persuading the auditors not te

look into the matter of the shortages; and it omits amy
mention of the complicationgposed for the responsible steff
officers sttempting an orderly resclution of this entire
matter, by Mr. Davy's personal instability.

. The report, while charscterizing Mr. Davy as a "misfit*,

neglects to state that he 1s not an employee of FEER, but
of the Accounting Department, and that Ms "erremecus -

concept of his functions” was a msjor fu:m in the couree
of thie eploede. .

The report states that Mr. Lewbert "infermed” Mr. Davy om
Narch 25 of an attempted loen by Mre. Kurtovitch, but dees
not sention the relevant fact that en that occasion @
lengthy conversation took place between Mr, Loubert and
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Mr. Davy, in the course of which the shortage of Febzuery

. 1957 and Mr. Loubert's role in 1t was revesled to M, Davy,
and Mr., Loubert stated that any efforts by se to hold him
accountable for this would be met by Mr, Loubert going te
the heads of FEC New York with informetion about me.

10, The report omits the fact that the full contents of this
March 25 conversetion were not conveyed to me, my Depwty,
or Mre Donshwe until April 17, and then only unor longthy .
questioning of Mr. Davy by Messrs. Grey and Donahue en the
real meaning of vepwe hints and sllegations about the
culpabliliity of other members of the staff made over th
course of several days by Mr. Davy.

The repert emits to mentien, s was conveyed ln-yu_hh.
Nay 3-ts the Director of FEER, thet Mr. Loubert's immediate
superior in FECS, Mr. Dews?, on being informed of Nz Lewbert's
behavior, recoanended Ms lwmsdiate disaissal for eawse.

12, The report ocits any mention of the views or possible

commenty of the Assistant Director of FEER, who was in the
Paris Office for two weeks immediately prior to ths arrival

. of the writers of the report, and who was thoroughly com-
versant with the course of this episode and the persemali.
ties {nvolved,

Many of the facts presented in this repert did net eccur in the
manner, noT in the sequence, in which they are recounted in the
report. For a detailed exsmination of this matter I refer te
the sbove-ment{oned repert on these mstters prepared by lessrs.
Grey and Donshwe and duly forwerded te Mr. Hustom.

Leaving aside the qnuuu of wupport for duly eomstituted
suthority, there is a whelly injudiciel weighting and eaphasise
in this report, so that the {nmuendoes, allegations and charges
of Mesars, Loubert and Lateur take up the major portiom of the
text; the observations of the remaining mesbers of the staff-—
constituting ten other persons, including the responsidle
officers——are never quoted and are dismissed in five drief
sentences,

A lactge portion of the charges levelled sgainst ms {n this report
are vague and imprecise and others on, in fact, merely insimue~

tions.

Most lmpertantly, this report, mek s number of grave charges
against me, violetes all rules of dence by adducing not a
single supporting fsct or shred of evidence in support of elther
Messre, Loubert and Latour's sllegations, or of the repert's

own conclusions. 'On the contrary, the report igmores the weight
of contradictory evidence given the writers im Paris, and resting
fn the files of Free Europe Committee in New York.
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This report is not only contrary to the facts, but also to
good aduinistrative principles, in that it sonstitutes an
fnavestigation which, spert from its violation of procedures
of evidence, brands with "adedinistrative laxity" and
“negligence with respect to office procedures and discipline®
a principal officer who had in fact himsell demanded the
favestigstion as & means of restoring precisely thet adminie-
trative authority and discipline which were endangered by a -
revolt and insubardination, which were in tutn the results of -
e pronounced genersl defeet fn the .dnhtntln structure.

Value of Evidence Presented:

1. This report, in offering some of its most demaging sccesstions,
does not specify the source or neture of the evidende pre-
sented. Thus, the writers' phrase “those not in (Mr. mmr'o)
.ntouraqo tcol' while suggesting the definite existence of
an "entourege” ——c point I shall revert to below—-certeinly
does not prove its existence, and leaves completely undefined
those who do not belong to such an "entourage”. The fact
that these undefined persons, whose numbers ars not even
hinted at, may state that they feel such-snd-such does net,
by {tself, offer any basis for concluding that their feelings
reflect the true situatioa. It is therefore necessary to
note that, as evidence for its conclusiens, the report cites
and quotes only the following personss (1) Mr. Davy; (2) two
suditors from Hasking & Sellss (3) Mr. Louberts (4) Mr. Latour,

2, K. Davys Any remarks mede by Mr, Davy cencerning me as an
individusl have no validity, for tho simple rvason that frem
lir. Davy's srrival en March 13, 1958, to the conclusion of
the investigation on Mey 19, 1958, 1 was ayself in Parls only

- 8 saximm of eight days, and then omly & day or two at ¢ time.
The quotations of Mr, Davy in turn quoting Mn Loubert are
ware hearsay, and, where applicable, I shall discuss these
remarke under the heading of Mr. Loubert's sccusstions.

Mr, Cavy's remarks concerning the offfce fiscal procedures
will be discussed in the context of my comments on the letter
of Haskins& Sells.

3. Two auditors frem Raskinsl Sells: A statement by these
gentlomen is {ncluded In the report as pertinent to "alleged
grave administrative weaknesses®, Thelr statmnt 1s that
they found no manipulation of the books and that (a) the
office adminlatretion could be very much improved b) it
1s not operated on good business lines; and that lc
place feels queer, ss §f filled with fesr and w:plciof.
While I am plessed that the audit found no manipulation of
the books, I am surprised that suditers would be permitted
to comment in such an unprofessionsl manner on matters out-
side of their prevince. So far as their actusl comments are
concerned, I agree that the administration could be improved,




but the impertaat peint is why end hew, s matter on whieh™
thelir comments are not reperted, but which 1 shall discuse
in full below. The charge that the eoffice 1s not opersted
on "good business 1ines” 19 ¢ reflectien not of “grave
administrative wesknesses®, but of the very perticulsr
business we are engaged ‘ln. Thees auditors did practicelly
all of their talking with Mr. Devy, who stated to me hime
self that the atmosphere of the office felt "queer” to him,
which he detailed by pointing out that “everybody kept

their doors clouf: ®we don't shew mevies as they do im

New York™ and that "we never seem to have staff get- togethers
of luncheons”, .

Mr, Davy missed the peint,. as did the ouditers——propes)yes
that the Paris Office eperates umder oertain mstheds and
precedures which are dictated by the particular requiremsnts
of conducting pelitical sperstiens en fereign soil. It fe
one thimg te operste in New Yerk, as Americans, under the
full protection of Federal, state, and lecsl suthorities, snd
the protective assistance nA-rim sscurity and lmlh"-
gence authorities. It is quite another thing to conduet
operstions such as these of FEER inm a fereign land, withewt
benefit of diplomatic immundty, snd whore the role and
attitude of the lecal security and intelligence suthorities
1s not necessarily benevolent, but on the contrary, evea

smong allies, can be hostile on particulsr hlm o during
perticulsr perieds.

4, The two remaining seurces of evidence, Mr. Loudbert and
Mr. Latour, have been given se much fmpertance to the ex-
clusion of tem other members of the staff, thet I shall, of
necessity, take up their charges seperetely, in due cm.

Aduinfstretion ef the FEER Perie Offfice

The majer charges made in this npu't and its conclusions
revolve arcund my adminfetretien of the PEER Europesn offices,
perticularly &2 Paris. The repert describes the less of fumds e
"a sysptem of the state of heslth of the office”, and goes ea

to ascribe this state of health, without any adaissible supporung'

evidence other than the general statements of two junior steff
mexbers, to the officer in charge. Charges are made of “grawve
administrative weaknesses” and “defects”, but not a single one {s
,clted er detailed. No disgnosfs or définition of these "weak-
nesses”™ s given, The actual sdministrative structure of the
office 15 npt outlined, or mentioned. The sllocation of duties
and responsidilities is ignored. The very significant dotaih
of *he hMerarchical relationships between myself, my Deputy, the
Admtnistrative Officer, Mr. Loubert, Mr. Latour, and Mn Davy
are amittod. The framework of the relatienship botween FEER
and FECS in Europe 1s net evea mentioneds The relationship be-
tween ®y responsibilities throwghout Europe-—necessitating my




of ficially approved travel eut of Paris adding up to almost
efght of the last eleven monthe——and my position in the
Paris Office 18 not teuched wpon. The double concept of
the Paris Office as FEER Burepesn Headquarters and as FEER
Faris, snd the varices sduisistretive refidticnchipe te thie
ceacept 1s not mentiened. The steps taken ts insure thet,
in my frequent ama':n Division's programe would seve

forward, and the Paris ce function nerwmily, are net
mentioned. The steps taken te insure that the balarce be-
tneen the lislts of sutherity of swbardismate officers, the
requiresents of the lecal situation, and the necessity thet
the officer in charge and the Heedywerters be slways inforwed
and able to imtervene if mecasesty, sre net noted.

These factors, igmored in this report, nevertheless
exist in the sdmimistrative structure of the Paris Office.
They sre necessary to any understanding of the real problems
of the Parls Office and of FEER Europe, snd their study and
description would certainly be prerequisite evidence on which
to base 2 conclusion of "grave sdinistretive weaknesses®,

I have referred previowsly to a basic defect in the ad~
ministrative structure of PEER Europe. This basic defect
1s, 1n my opinion, together with seversl other factors whieh
are mentioned in this sectien of this peper, the real source
of difficulty and the preper and constrwctide targets fer
analysis and remedy. ALl of these matters have deem the
subject of frequeat writtew cemmunrications and oral eeuments
froo = during the past two years.

The basic defect within FEER Eurepe has been the existemse,
for the past two years, of a divided suthority and responei-.
bility which has resulted in "a state within a state®, At
the time of the establishment of the FEER European offices
FECS had just been incorporeted into FEER. There was com=
sidersble discussion on how this might best be accomplished
and I opposed, st the time, the continued existence of FECS
as a.sepsrate structure in Burope. I further opposed the
final arrangement settled upom, namely, an independent FECS
structure within FEER Europe in which the only asuthority -
exercised by FEER ever FECS eperations and the only local
coordination of FEER and FECS activities was baced on the
theoretical superier relationship of the FEER Senior Repre-
sentative to the FECS Chief of Operstiens. The latter wee
for various reasoms resideat in Mundch while the former wes
resfident in Paris. Notwithstanding my objections to this
arrengement, 1 accepted sy being overvuled in this instance

-as part of my besic instructions, and set to the task at hand

under the fremewerfk outlined. While my relations with the
FECS Chie! of Qperations have developed most favorably, it i
intrinsic and inherent 1n smy system of this kind that
frictions shall develop.: Thus, for exsaple, I foumd 't was
Mr. Loubert's wont to refer in conversation with me teo "wy -




office” and "your office® and "my people" and "your péoplc".' v

Furthermore, some idea of the magnitude of the problem
can be .obtained from the fact that, as of April, 1958, FECS
{n Surope, in terms of both personnel and numbers of offices,
totallad sver 69% of FEER Europe. This contrasts with the
fict that FECS accounts for only about 20X of the total FEER
budget., Thus, less than 35% of the organization's European
personnel and facilities were available to implement the :
European portion of the FEER budget, which now amounts to
about 40X, '

During 1957 this becams & watter of serious concern to
me which I felt it better to %ke up with my superiors rather
than with the steff in Europs. In April 1997 I raised thip .
matter with the Director of PEER who took certain steps at
the time, but the basic structure was not altered, WNotwith-
standing the steps Wken by the Director, the trend continued,
and 1 raised the question agein with my superiors when in
New York in the autumn of 1937, As s result of various talks
at that time, 1 eabarked, on my return to Europe in November
1957, on a gradual and tecfful campeign to persuade the FECS

_personnel to recognize that, so far as the internsl aisinis-

tration of FEFR was concerned, FECS was an integral part of
the organization. This 1dea was expressed and emphasized by
me at staff seetings in Paris in Novesber and December 1957,
at an FECS staff meeting in Munich in March 1957, in various
conversations with the FECS Chief of Operations and in

other meetings and conferences. . The response to these efforts
was good, except for Messrs. Leubezt and Lstour.

In March and April 1958 while in Mew York, I referred
again to this problem and found that the New York Headquarters
had, without any prier consultation, arrived at the same
conclusion as I had, namely, that the FEER budget for Flscal
Year 1939 should eliminate the previous practice of s
separate budget for FECS, ss another msans of underscoring
the unity of the FEER organization. Shortly thereafter, in
April, 1938, the President and Vice President of Free Europe

Committee decided on tha abdlition of FECS,

This.decision has not yet, in fact, been conveyed to
Messrs. Loubert and Latour for the reason that the reorgani-
zatlon of FFTR Europe -consequent to this decision has not
yet been “ecided upon. 1t was alsc agreed upon by myself
and the FECS Chief of Oparations that it was properly hie -
responsibility to explain this decision to the former FECS
staff and that any such explanation unaccompenied by Jde-
cislons on reorgsnizetion would be unnecassarily disturbing
to the personnel involved, including %essrs. Loubert and
Latour. )

It is a matter of record that in my interviews in New

York in late March or eariy April, 1958, with the management .-

survey team of Booz Allen and Hemilton, I expounded on these .

.
.




problems and concepts in detall.

To summarize, the “episode” in the Paris Office was mot
s question of personality clashes, reflecting “management
defects®, but rather- the inevitasble result of an inherent
defect 1n the structure, which management had frequently
pointad out as a danger, and which management had taken ell
sppropriate steps to minimize.

. Another problew, relevant now, has been that of an
Administrative Officer. When the FEER Paris Office was

opened in April 1956 it was necessary for me to be my cwm

Adainistretive Officer, On the arrivel of Mr. Loubert ia.

August 1936 T designated him as Administrative Officer.

Ry, Loubert's ssministretion of the office was charscterized

by the followings ' he spent mell over tl;:w for heaters -

ris

which were totally unfit for uee tn the ares and had
to be rewized efter he Dought s telephone systen
for the FEEB offices . ues who was net the owner; and

he purchased a telephens wystse for the PEER effices wirtuh

was chosen as contsining eight 1ines but which after instalis-
tion turned out to have only four. (As stated, I did met knew
at this time that M. Loubert hed conducted no cash countgy

or that he had assisted in covering up a cash shortage.)
Accordingly, and since Mr, Loubert had expressed his desire

to be able to devote more time to his program work, I replaced
him £n June 1957 with My, Robert Grey, the latest orrinl in
the office. "While Mr, Grey was dilfgent and even sccomplished
at administretive tasks, in the course of tims it became sll
too spparent that his program work was also suffering from

his administrative responsibilities. Accordingly, on the
arrival in December 1957 of Mr. Donahue, I designated

Mr. Donahue as Administretive Officer, a function he has
performed most creditadly up unti} now, He has nonetheless
.indicated to me that he was not employed as an Aduinistrative
Officer, and that his program work is beginning to suffer

from his .adsinistrative dutiss, anc he has expressed the hope
that soss other solution to this pﬂlbln mey be found,

C ¥ It 1s apperent from the fmgolu' that the administration

of the Paris Office is a considersble burden. Recognizing

this fact, I:tave had since esrly 1957 s standing request

for the assigrment to the Paris Office of s qualified Administrs-
tive Officer. Provision for one was included in the “udget for

Fiscal Y oar 1958 but budgetary difficulties have made it impos— -

sible .to fulfill this plan. I nonetheless have continued to
revert to it, and I have so far during 1958 made two suggestions
in this regard. One was for the Uesignation of a man presantly
associated with another pert of Fres Europe Committee who is
of sufficlent stature and experience to act as =i Adwinidtra-
tive Officer for all FEER Europs. The other was with respect
to an emrloyee of snother branch of FEC who has considerable
background and qualifications, plus the necessary languages




who could act.as Administrative Officer of the Parls Office,

and who has indicated, with her superior's consent, her
interest. It has not been possible to fulfill elther of

these recommendations thus far. Something ekin to them s
nonetheless imperative; it is false economy, and it is

noither practiceble nor sound utilizstion of personnel to
expect that program officers, employed for their abilities

in the field of policy and programs, shall act as adminie-
trative officers within an crganizetien where nmuntuun
should be particularly competent. .

Surely my censtant ‘concere over this problem of satise
factory sduinfistretion 10 net evidense of ®lex htotpntoti-
of executive responsitdiitied”.’

Since much of the nput m on finsncisl -tuu,
1t 14 necessary at this point to touch en this quastion,
When the Parie Office was epenad in April 1936 the accoumts

were initially handled by my secretary, who was never employed

as 8 qualified acceuntant, This situstion, and the repid
growth of our activities, seen dreught sbout considerable dle~
satisfaction by the New Yazk Accounting Depertment with the
Paris accounts, I was accordingly instructed to employ &
bookkeepers This was done by Mr. Loubert, the Administretiwe
Officer, with wy prelimingry spproval, in October 19%6. It

1s this bookkeeper, a peraonal fr!-nd of Mr/ Loubert, whe has
been the central figure in two major cash shortages.

During early 1957 it becams clear that the Accounting
Department in New York was still aet satisfied with the se~
counts of the Paris Office. After some cerrespondence ea
the matter, I requestad that Mr, Henxy Schmckmenn, thea en
assistant to the Assistant Treasurer, come ‘from New York ts
Paris for the preci:: purpese ef m‘ulag the sccounting
procedures in the Parls Office, and te give me a competent
professional sctimste of the professiomel qualificetioms of
the bookkeeper. Om this letter point, Mr. Schuckmann declared
Mupeelf after several days as of the opinion that the book-
keaper was professionally competant, intelligent, willing,
and cooperative and could be maintained in her position. The
following month the regular sudit was performed by Haskins &
Sells, who I am informed found everything in order, although
I have never actuslly been shown the results of the sudit.

I understand, however, that at this time Haskins & Sells did
make a ucmndat!on thet the divided contro! of the bank
accounts and the scoounting function which was evidenced by
the fact that, while the representative of the Assistant
Treasurer i{r Parls controlled the bank accounts at Morgan's
Bank, snd rendered the monthly bank statements, the accoumts
for the Paris Office, whish were te s considersble extemt
dependent upon the benk siatements, were my own uamlbﬂ(ty.
In communications to Yew York I ouaurud this suggestien,

took the question up with the Assistant Treasurer in the |
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autuan of 1957 in New York and the suggestion was mbuqutntly' .
adopted in October, 1957.

Notwithstanding Mr. Schuckmenn's review of our procedures
and his report on thet review, which was helpful and construe-
tive but certainly net critical, and notwithstanding the
satisfactory audit of early July 1937, I felt myself that the
procedures were insdequate in thet, while they might satisfy
‘the Accounting Department, they did not provide that informee -
tion to FEER New York Headquartsrs which they needed fer
contrel of the FEER budget and disbursements spread over memy -
countries. At that time I therefore instructed Mr. Grey, whe
had replaced M. Loubert as Administretive Officez, to undez~ .
take in close consultation with me, and under my supervision,
-2 thorough and detailed study of the accounting system with
particular emphasis on our responsibilities vias-s-vis New
York Headquarters. The result of this study was exceedingly
detailed, and produced s number of suggestions for fmprove-
ments which would have resulted in even stricter controls
over our disbursemsnts than thees laid down in the Accounting
Department regulations. This study was ferwarded to New York
in Octeber 1957, A few of its swggestieons were adopted. New-
ever, in Novesber 1957 I wes infermed thet the entire sccoumd-
ing function would be remeved as of Janusry 1 from my
responsibility and vested in an swployes of the Accounting
Department, as of Jamusry 1, 1988. This empleyée of the
Accounting Department did net arrive in Paris until March 13,
1938 .

3

While I confess a noreal relief at the decision to relieve
FEER Europe of accounting responsidilities, surely the efforts
recited above cannot be taken as evidence of "lack of adwinis-
trative interest®.,

Notwithstanding the difffculties cited above, I hawe
always asserted that the ultimete responsidility for the
adxdnistration of the FEER European offices is sy own, Further-
move, 1 operste those offices on the primciple that I am
required to do, as a part of wy duty, the best possible job
with the materials aveilable,’ It is for this reason that I
did not trouble my superiors wi2h problems long existing with
Mre Loubert, nor did I make an issue of all of the detailed
troubles srising out of the divided structure. Insteed, I
sought to present to my superiors the larger and mare basis
probleas on which the lecser ones depend, as the need for
qualified personnel, and more importantly, the need for
elininating the structure of divided authority and responsi=-
bility. To this end, T found time in early May, 1958, in the
midst of pressing program responsibilities, to forward to my
superiors in New York a preliminary plan for the reorganizstion
of the FEER Europe offices which T hoped would eliminate most
of the present difficulties.’ This suggested plan is not




oy e e e et

n- X

sacrosanct, but did have the benefit of mmerous discussions
with sy colleagues both in Mew York and in Europe, including
the FECS Chief of Operations. Something along thete lines
must be done; we are .ewverburdened, understaffed, and spread
msch too thin in terms of our program responsibilities and
potentialities. :

1 shall leave It to others as to whether all the foregoing
fects constitute evidence of "lack of administrative
ability". I have never claimed to be a great administretor;
I do not believe I wus amploysd by Free Europe Coemittee, a
yeer later desigmated PEER Senior Representative In Western
Europe, and & year aftezr that premoted to Europeesn Director
of. FEER solely on the basis of sy adainiatrative ability.

I nevertheless Delliove that a thorough review of the record
would show that, under trying circumetances and wajor diffi-
culties, I have aduinistered the FEER programs and offfoee in
Europe in a manner which has thus far reflected nothing but
eredit in Eurvpe on the Free Europe Committee.. _

Specific Accusations.

"Maintenamce: of a Favored Entourage”:

The report cites Messrs. Loubert ard Latour's charges
that T "maintain a favored entoursge®™. It furthers the im-
pression that such an "entourage” exisis by also noting that
®the members of Mr. McCargar's immediate staff (Greyy.Donahue,
Mrs, Pala, Miss Brooks and the other secretaries) appear to
be extremely loysl to hisf,

The facts are these: Lleaving aside Mr, Davy, who repre-
sents the New York Accounting Department, and myself, there
are 12 nersons in the FEER Paris Office. Of these nine are
desctibed in the report as being extramely loyal to me,

The other three persons make up the FECS Office in Paris and
consist of Messrs. Loubert and Latour and thelr secrefary
Mrs, May. Leaving aside Mrs. My, whose sentiments do not
appear to be recorded in this repert, we find that nine are
"extremely loysl® to me and the other two have much criticisa
of me, The proportion of nine to two out of s total of 11
does not constitute (a) "an entourage”, or (b) an ”"{mmediate
stalf”,

Furthermore, the report misses the very important point
that the nine persons listed variously as "entourage” and
"{mmediate staff" are, in fact, the entire FEER staff in
Europs, as distinct from those staff members working ex
clusively on FECS programs. The group includes the Deputy
European Director, duly appointed as such dy the Director of
FEER, whose suthority over Messrs. Loubert and Latour is, in
fact, the centrsl issue in this episode, and the Administrative
Officer of the Paris Offfice, whose responsibilities in this -

—— -
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“epieode” were repestedly: chuhngad by both Mr. Loubert
and Mr. Devy,

The only reference in the repert $o0 any actual favors
conferred on the " favered m‘r‘ ts contalned In
Mr. Latour's remark referring to “excessively long vacas
tions for favored mesbers of the staff®. I state for the
record that ncbedy en the FEER Peris staff has received
any more vacation than allewed by the regulations of FEC
or, for local empleyses, French law, snd a mmber, notably
myself and Mr, Grey, have taken less vacation than they are
entitled te, There are two exceptions to this statement, ome
involving * secretary whe was giwen special consideretiom
for reasons of heslth, which consideration was authorized
by my supstiers. The other case invelwed Mr. Loubert’s
sacretary, a lecal empleyes, who was shown similer comldns-
tion for ressons of mm.

*lack of Interest in FECS"3

Both Mr, Loubert and ir. Lateur have charged that I had
no {nterest in FECS., Since April 1956 I have exemined with
s view to spproval or rejection svery FECX project submdtted
from France, snd since Aprfl 1937 €1l of the FECS projects
submd tted by all of the FECS efffcos in Europe, While I
do not have an exact tally availsble I should conservatfvely
estimate that within that period I have indicated my approval
of, and lent myself te, a series of activities under the
heading of FECS totaling comservetively something ever
$600,000. This cannot be derined as “leck of interest”,
Furtherwere, I have provided the FICS staff in Europe with
sll pouibl. sssistance and facilitiee,

In the case of Messrs. Loubert and Lato:ir the political
guldance given them has never been understood by them since
they have never grasped the political implications of their
work other than that 1t {s anti-Cosmuniszt, This beceme
apparent on numerous occasions, most notably that attendant
upon the budget cuts decided upon in New York {n October,
1957, .My ¢ounsel and specific instructions were to 3 vold
the Impression that FEC had lost interert in refugees, or
that “the Americans are dendoning Eastern Europe”.

Mr. Loubert so handled the matter as to result in a widespresd

uprosr among Esstern European refugees in France, who appealed
to me personally and to the FEER staff from all sides, not

so much agalnst the cuts themselves, as against Mr. Loubert's.
explanation that FEC was no longer interested in refugees or
welfare work with thea.

As cited above, the FECS structure within the FEER organi-
zation in Europe had a certajin sutonomy; in the case of Paris
the chain of commnd ran upward from Mr. Latour through
Mr. Loubert to Mr, Bauer who {s residenl in Munich with the

-
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title of Chief of Operutionms, FECS, and only thence to l-,
or my Deputy in my ebserce. It was my principle not to
interfere with Mr. Bauer's administretiondf the FICS
program, while providing him with such guidance as he might

‘need for the overall successful eperation of the program.

I therefore rarely appeared to Mr. Loubert from his particu-
lar vantage point as being deeply absorbed {n his matters,
hut both he and Mr. Latour are sriously mistaken 1f they
tellieve that T have not closely followed their work and
taken up such points as were from time to time necessary in
connnction with those activities with Mr. Bauver, T was much
concerned over thoir handling of the Polish and Hungarien
programs in France, which they seenid not to comprehend
fuuy,mdlhotqtho-tmd&mﬂmlu-
casiens, with Mr, Baver, and finally with the Assistant '
Director of FEER, whose views on their competence, particu-
larly in the Pelish field, should be sought. -

For the rest, I wish te mke aboolvhly clear that wy
objecuonu!’d-u noveT to the PECS - but only
to 1ts prectical awtonomy within the structure, and

the aduinistrative weaknesses isherent in the lml ATTENG-
mentsfn Europs for coordinmatiea of FECS attivity with
overall FEER policy. Mr. Loubert's performance is a case in

Mﬂto
"Lack of Tact and Understanding in Dealing with Staff Members®:

Mr. Loubert his msde various charges that he "found 1t
difficult to get to see® e and that I “"called him dowm un-
Sustifiably §a front of witnesses,” The facts are that early
in 1957 Mr, Leubert begem to be a disciplinmary problem im
the office.. The immediate problem was the continuwed growth
of the office and specificelly the nomination of Mr. Heseltine
as my Deputy. Until Reseltine’s arrival in that cspacity,
Mr. Lowbert was the ealy other efficer besides Miss Dulles.
Mr, Loubert reacted with visidble disappointment vis-e-wis
Haseltine®s role. This wes inoreased by the arrival in Nay
1957 of Mr. Robert Grey to whom I transferred Mr. Loudbert's
responsibilities as Administrative Officer, pertly for
reasons alresdy cited abewe,

From that ¢ime omward it was natural that I should see
less of Mr. Loubert, which was in part due to the growing press
of other business, and in part due to my frequent and some-

_ times prolonged absences from the Paris Office on efficial

business. Mr, Loubertls reaction to these developments was
one of growing insolence and the implied assertion that he
worked only for Mr, Cauer, He would accept no instructions,
or did so with very bad grace end much resentment, from

Mr, Haseltine, who was my Deputy, or later from Mr, Greyy

. when he Bocams wy Deputy, Doth Mr, Haseltine and Mr, Grey

complained 1o me of this resctiem of Mr. Loubert,
Tesponse was to reinforce the suthority, initlally of
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Mr. Haseltine, and later of Mr, Grey, by having them present
for discussions with Loudert of verious of his problems,
fncluding his errors, .

Four days before Christmas 1957, after the arriva! of

Mr. Donshue and his designetion to replace ¥r, Qrey as Adw
ministrative Officer, Mr. Loubert, who has an extrsordinary
temper, fired one of the French secretaries in a loud and
publie scene in the hallway of the office, which not only
violatad common sense and good taste but also French law
with respect to the rights of the secretary, I gave
Mr, Loubert one day to cool down and then saw him to dh-
cuss the matter in the presence of Mr, Grey, ny Deputy, snd
Mre Donahue, the Administrative Officer who would have to
arrange for the termination of the Prench secretary in
accordance with Prem¢h lwil On this occasion I reprimanded -
Mr, Loubert for what I eomsidered to be {11=timed and 11fe
advised behaviour, while at the same time not eontesting
his “ecision to fire the secretary, As the secretary had
threatened to go to the French courts to obtain her legal
rights, which Mr, Loubert in his violent and peremptory
dismissal had dented her, I inforwed hin that his action

had not been in the best interest of the Comittec, and re=

" quested hi~ to leave the matter heneceforth entirely in the
hands of Ifr, Dorshue, Mr, Loubert's reaction was one of

. truculent insolence, Immediately thereafter, on encountering
the secretary by chance in the hallway, he loudly and peremp=
totily fired her again, Thii was a reaction characteristie
of “r, Loubert, which did not increase his poouvlarity with
the rest of the staff.

Meanwhile, I dismred that Mr. Loubert was coming
more and move frequently to disobey those instructions which
fro~ time to time I gave him. Judging fron the reaction of
" the refugees in Prance, he never made any effort, as ine
structed, to recoup his unfortunate handling of the Ocitober
1957 budget euts, He never complied with my Instrnetions
to investigate and submit a report on a Polish welfgre sgeney
which had certain ramifications comnected with the Polish

political activities of FEER, but {nstead at a certain point

comenced paying s subsidy to this orgenization, Purther,
he Hsodeyed my explicit instructions to malntain a2 partico-
lar =xile working with the Hungsrian National Service Coma
mfttes In his employment., Insteed, after assuring me that
the matcr was taken eare of, Yr. Loubert permiited the man
to be ziven three months notice of dismissal, and then gpede
a sorcentrated effort to have this particular axiie sign a-
statement for Loubert's files that he had quit his position
or Wis own inftiative, which the exile has propor‘y to this
day refused %o sign,

A1l of these fectors, besides my frequent sbsenoes, very
mch conditionad my willingness to see v, Loubert, As late
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as April 14, 1938, on my return from New York, I did see
Mr. Loubert, slone, st Ms request. He inforwed me he had
Just been on vacation, and felt much Detter. He stated he
had for some months been under "the i:flaence of drugs” e
necessary due to an ailment contrected in World War IJwe
and that his doctor had now taken him “"off thea, and he
realized that he had lately interfered in things not his
“business”, I accepted his implied apology in good pert
and chatted about his vacation. Only three days later I

.1earned of his threat to blackmsil me if I should take

steps agsinst him for his role in the Februsry, 1957, cash
shortage. Thireafter, I refused to see Mr. Loubert alome.

. It §s not correct to state that I reprimanded Mr, Loubert
“before vitnessas”, These were not "witnesses”, but the duly
responsible officers whose au' -*ity Mr. Loubert has niver

" been able to bring himself tc acept.

4.

"Lack of Iaterest In or Appreclation of FECS Staff*:

~ The facts sre these: In March, 1957, when Mr, Loubert
had been with FEC not quite seven montha, I recomwended to
the Director of FEER & raise for Mr. Loubert, es a rewerd
for hls hard work in connection with out offico space, ond
as an incentive. I also had in mind heading off the disei-
plinary problem which I foresaw with Loybert.: This raise
was granted in April, 1957. At the same time, and at my
urging, the Director of FEER commended Mr, Loubert before
the entire staff for his worke Similarly, at the cutset
of his duties, in August, 1996, Mr. Loubert complained to
we of the salary and sllowance arrangements he had entered
into, as a result of which I intervened with Mr, Baver to
alter the~e in favor of Mr. Loubert, Subsequent to these
two manifestations of interest in Mr. Loubert, wy apprecis-
tion of him was justifiably conditioned by his porformance.

As for Mr. Latour, I noted on my return from New York
in November, 1957, his ebvious intelligence, end I inter-
preted his equally obvious tension and anxiety as restless-
ness under Loubert and the desire for more individual
responsivility, Mr. Latour subsequently reinforced this
impression by craplaining to my Deputy that for months
"Mr. Loubert has told ms nothing of what was going o,
Accordingly, I conferred with Mz Bauer, in December, 1957,
and suggested that we gradually iacrease Mr. Latour's
responsibilities with a view to ultimetely putting him in
charge of the developing FECS programs in the Low Countries.
Unfortunately, thls did not prove praciicable, since during
tre establishment in March and April 1958 of the Youth
Center in Brussels, among other developments concerning
Mr. Latour's role in this project, the Belglans cooperating
in 1t refused to deal at all with Mr. Latour.




) /S« Mr. Loubert as a S'o'curuy Risks

It is true that on May 2nd 1 did {ndeed declare to
Mr. loubert that I considered him a security risk. This
S . was not “before witnesses” as alleged, but in the presence
- T T .. of my Deputy and the-Administrative Offf{cer, who were
- P legitimately present, and in the presence of Mr, Davy, who
o had first Informed us of Mr. Loubert's threat to blackmeil

PSP S PR

Do o S me, I went on to explain to Mr. Loubert, which is easily

R S confirmable from those present, that I considered that anmy
R T S ' 3talf member who had threatened to blackmail any other
memter of the-staff, let slone the officer in charge, came
within wy definition of a security risk, This 1s etul y

. view, and 1t was the revelstion of this threat of b!aek—u
which prompted sy message of April 18 from Rome requestim
the early prosoncc {n Parls of the FEC Personmel and S w
Of flce.

PPV OF IR SRS SR

In addition to the foregoing, I had another facter ib
ia nind, but not spoken to Loubert. I considered, and do-
consider, Mr. Loubert a security risk in the broader semse
of the Committee’s interests, in that his political cospre~
hensi{ons are of such a primitive nature that he could fall -
into the hands of someone like Fulton Lewis, J o without:
ever know{ng where he was., It seemed to me therefore that -
the Security and Personnel Officer of the Committoe was the . .
logical person to handle this matter quietly, expedlt!mly, o '
and In the Committee's best interest. p . .

It was also with this fact in mind that -hon, in Pnrh
on May 13, 1 discussed these matters briefly with Messrs.
Huston and Greenles I did not proposs any "violent" or .
dramatic solution of the problem posed by Mr. Loubert, but -
instead that, after s suitable hearing before responsible
persons of his charges against me, or any other members of
the staff, that Mr, Lowbert im “us course be given his heme
leave, which he has earned, and that his contract witii Free
Europe Cowmittee simply not be renmewed upon its oxph-nt!n
in August 1938,

6+ General State of Offices

The report makes many genersl statemeats regarding the
- Parls Office as a place "filled with fear and suspicion”}
refors to a "welter of criticisms”, to “charges and counters

charges®, to "personality clashes®, etce T have already.indicated
the reasons why the testimony of Mr. Davy——the only specific ..
citation in the report of a "misfit® &n support of the general accu~
sation on page 2 of "staff misfite"—bnd that of the auditors

of ‘Haskins & Sells 1s not valide So far as the allegatiom of .-
Messrs. Loubert and Latour in this regard are concerned, I suggest tha*
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‘at the conclusion of that leave.

testimony taken from the other ten members of the staff,-
and reproduced, would lead to a totally different conclusiom.

“The Fate of Anyone Who Opposed Mr. MeCargar®:

I 4o not know what is meant by M» Loubert's statement .
that he knew the fate of anyom who opposed me, "clting
Mr. Hoge, Mr, Haseltine and Mr, Bauer as examples®. The
facts are theset Mr, Hoge was transferred from Paris to
Yienna in August 1936 on the propesal of the FECS Chief of
Operations. I concurred in this proposal by Xn Beuer, as I
had certain reservations, shared by Mr. Bauer, as to Mx. Hoge's
ability to carry on the numdrous delicate relations which were
part of his task in Frsice. New York concurred in this de=
ciston. It is a satter of vecoxd that Mr. Hoge slmost’

{mmediately fell into an infinitely more delicate umuei- o

in Austris, that he scquitted himself extremsly well
continued to do so, sad is happy there. I have gxaa{f .m
willingly shared in the resultent praise and commendatiom
of Hoge for this accomplishment. .Insofar as Mr, Haseltime'
{s concerned, the rsasons for hs discharge were fully set
forth in a confidential memorandum fros ms to Mr, Yarrow in

December, 1957, New York concurred in this decision. Insofac.
as Mr. Bauer is concerned, I know of nothing that has 'happomd"v

to hia except that my omn working relations with him have im-
proved much over the past two years, and that he is pmuntly
on home leave with instructions to to his post o!--_duty N

“"Anyons W¥ho Works with b&mt Mt Sell Himself Body ond
Soul"s

1 categorically reject Mr. Loubert's assertion repested
in this report that "anyone who works with McCsrgar must

sell himself body and soul®, as well as Mr. Latour's ’ ¢

reference to the rest of the staff as "serfs"., These are
slanders. on the rest of the European staff, and on my many
associates in FEER New York. It aleso implies unlimited pawmr
on wy part within FEC, which 1s patently not the case. I
suggest that testimony. on this charge from the rest of the .
Paris staff would give a more balanced pictun of wy trus
working relationships,

*Unfounded Pouoml Threats and Accusations":

I categorically deny that I ever sald to Mr, Loubert
that "I will take care of you personally” or that any remark
nf »ne to Mr. Loubert at any time could ever be construed -
as "constituting & threst of bodily injury". Mr, Grey and
Mr. Donahue, who were present at this conversation, as at
many others, will verify wy dental, Additions..y, it is
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utterly out of character, as my agsocigtes of the past -
_ three years st Free Europe Committee ean, Y belleve, attest,
e for me to threaten anyonp in sny sense, much less that of
o ) "bodily injury®. The ¢nly sccusations I have made egainst
any member of my staff have either been in appropriaste cone

text or through propn elunmls andm have ever baa -
Sunfounded™,

10, The Loubcnw CIW\%

1 have no nooluet!-.d' ni w-
, dated March 5, 1957, prepeved by. (%% rmbort) - oumag., v
. § . the busis on whidh he would: Nelp M MeQurgar to Pget me OWR:
- of this (sccounting Jem®, I 46 not belleve in ‘the necessity
S . for memorands Yof agreement® with sibordinates on the fule
. . #111ment of “nstructions given to them. I did instruct:

. . "Mr, Loubert at about this time to Dring out nleo\nting PTO=
cedures into line, as noted in Section H above, "ertalnly
never ssked Mr, Loubert or sny ¢ther member of my staff to

“get me out of*® any ®"jam®, I may havey during March, !957.
!nit{aled 3 memorandun glving appropriate authority to "%

r novar would have done hed I knomn at. the tire that ha x:3s:.
‘reject the insinuation contained in My, Loubert's statement

N . disanpearance™ from his files within the psst two months of
S ’ any document, It 13 relevsat to “re Loubsrt® conceptifon of
nis ‘relationship to his eolluym and superiors. that e

would assert the existenss of s pent in kle files. to’ Ilo
used sgainst them st o future datey (Plense ses Tanty
tence, penultimate paragrsph, section 5, sbovs,) .

n. "Unpleasant Innuendoes...of thonnw or !'ulfoam...
Against Officer in Chargé®s .

The only statements in this report sunrort!ng the above
phrase in the conclusions’ or the report are those aseﬁbed
to Mr, Lstour,

, 1 am amazed that this report should give. serfous mention
to !'r, L4tour's implications of “irregularities by tep
- managerent” in his stgtement that Y'anyome could stesl FEFRe
FECS blind® by proper mnlpulat!qn of chits and vouchersy

addirg that any one could get by with alyost anything® undar
the present systea®,

The pxesent system m offeet in the FFER Paris Offieo
© 18 that prescribed by the Accounting Deportment of Pres
Eurcpe Committse, and 4f possibiiitiss sveh as alleged by
Mr. Latour exist, 1. am.certain the Adcounting Department :
would have noticed it long ago, and the audits done by

« Loubert to handle the acconts and office fundsw——a th!né i ‘
not even conducting regular cash counts=—but I categorlcany' A
. in this rcport that T had saything to do with the Smysterious ..




_Irn Zagtember, 1957, and, in addftion, prior to ¥r, Huston'd .

cany eqte, I had an ” itisbugoing® device In the form of a lmg

13,

1ity, occasional expenditures of 8 non—contiruing -type not

Haskins & Sells in July 1957 and May of 1988 would have
revealad such possibilities or sctivities;

1 .am similarly smezed at the Inclusion in this rsport
of r. Latour't coniments concerning the check for 1,000,000
francs, that "something {s not in order there¥, This trans-
ection involved mothing more sinfster than I, Hoge Mgottlng

to tell his successor, Loubert, of the existence of the héck - {

in the custody of Morgan's Bank, The problem was solved. in

full collabaration with, as Wwell as the agreement of, Captain

Henr! Smith-flstton, who was at that time the Assistnt Tyeae
surer's representative in Paris and in'charge of the FECbank =
accounts, The check was delivered by Mr, Latour to the payee
in ag¢rordance with the terms of a project previously approved .
by New Y ork Headquarters, A full report was rade by me to

the aprropriate officials of FETR on my 2rrival in Wew York ~

conversstion with *r, Latour in Paris, I refreshed M, Huston?e ;
~emory of *his partieular trensaction, which he recalled )
havirg heardtefore in New York,

Implications of "Wired® Officess -

The Teport refers to ¥r, Latour ak 'weeming “unu_, o
anxious and wuch concerned™, Mr,.Laotour hes seemed exsgt) y
that way ever since he fotnad ovr #taff in Sépterber Y

His implications regauﬂng the possibility that ny ofﬂo.
in Paris might be "bugged” reflect his tenbigp,enxfety
anc enniern, but do not reflect any fséts with: tespeet b :
ay =ffice, No one els, t even Mr, Loube s any

ke only persons who could have "bugged® 1t are members of .
ver’rot intelligance organizations, and I have no Immdedge
nor sven -ny suspiefon at the moment that that is zo. In

ceer of speaking out in =y office, If 1t is in Psct 'buggod' : . J

tube of neon light.iage—which burns constantly——installed
4 Je lire of movirg to our new offices, It is probsbly
not 1 cure Jeviece, hut 1t was our best avellszhle at the

tie, ' Ur, lLoubert, who had arranged for 1t, was very

certsin of its efficicy. I am surprised he dic not .inform
Yro TotcT of $ts existence,

Tpeniing "Corwittec Funds too Fasily®, -

This charge against me, unsuprorted and unidentified,
irriles an authority which 1 definitely do not have, The.
fund= vhick T disburse in Europe on behalf of FTTR Pall into
two cateqgoriec: program expond!‘ures and adeintctrative
experritures, "ith respect to program expenditures, I have
no -utority to disburse Committee funds on any other than
spec’®ic authorization granted from New York. Authority
Ases ~xist permitting me to Iizburce, on my own responsibie.

in exce-- of 81%0, In the year in whick ‘his anthority
tae “ron operative ap-roximutely 81,500 wae b
£ TR PR B

ceian, aet Caty -




. Maw York Mezdquarters, With respect to administrative .

expr~ditures, allocations in the adminictrative categories,
-including travel and entertalnment, are made in advance at
the teginning of each fiscal year by the Naw York Heed=
quarters, They can be revised only on ~uthority from New
Yorke I om required to stay within the limitations set
down in‘those 2 locationse I have never to date, cxeeeded

" the limitations of any adginistretive allocetions, inel N

of courre, travel and entertalinment, with the single e
tion of the Communications sllocation, w.ich is naturally -
dictated by events, and not by my own ®whims and eapﬁeu'
At the same time, I have underspent in other s wge.-iu 0
that the total advinistrative budget has never, under

K direction, been exteeded, I nofe also in this eomoo%ton that

14,

the memorandes pitovided ir, Ruston;- st his request, covering.
the travel snd entertsinment expenditures of the P‘!—'En Pch
Office, is not- me!wad wlth ﬁn mort. -

“General Tnattentfom €6 DutyPs . . . - il

The report's only evidence 1n support. of t.his ehcqtio
a broad allegation concerning the hours I spend, or.do not..
spend, in the office In the morning. The facts are mem.

- The office hours of the Peris Office are from 9 to

The office s fully staffed during these hours. In 7 +3on,

ag- the New York Headquarters. knows, the office is open every
weekday untfl 2t least 8 in the evening:. ™iring the period

from 6 to .8 in the evenlng, those program cfficers whose

dutles requirc it ere preaent, and one or two secérataries,

depending upon the commmication traffic which may be in
progress during those haurs, With respect to the secretd-

ries, a -reguler schedile of staggered hours has been in

. effact for well over.a-ysar, 80 that the secretaries. sve..

. in fact not r equired’ fn‘aivldntlly'to exceed about 43 _pﬂtl

per week, slthough they.have always given wistintingly ‘of

 their time sbove that figure as duty may have reduiredy

One of the major reasons—ethough not the s0le NG

) for the hours fror 6 onward in the evening is the conwvenience

of the New York Headquarterse The time differential works
for the:P~ris Cffice in precisely the «s-me manner as {t does
fr: the 2T Corunicaticns Poom In 'unich: New York open
hourss 0£00=1400; 'unich open 1inr hourst 1400-2000,
, My experience cver ‘hree yaars =f ~ur work is that
''s vary nature urgency in our 3ff2i-s is -ore the rule
vk the exeeption, which is why, rer~-rkably frrquently,
someone can be found in the Paris 0ff'ic° at § or 10, or
even later,. in the evening,.

The office 1s also open on Sawrday from 10 ormd,
usually until 3 On Saturdays the sta'f cons!sts of . those




* week to FEC business.

progran officers whose duties require their mum,

plus a skeleton staff of secretaries. The same procednds
are in effect for the secretaries for Saturdsy duty, as
for evening and night duty.

Further, our duties froqutntly require Sunday work,
although ﬂn secretaries are infrequently imvolved thereia,

- The Paris Office observes the Prench Mlldnyo—-m.
peasiblec=plus the Fourth of July and Thankegiving.—"
when poss!bh'-

Ny ows hours averdge, en s deily besis, from 11 to |
The fact is thet fer twe years,. &plm the reguler.
40<hour week, I have deveted, 60 howrs .
fo sade wp of five S-hour deys,
plus a 6-hour Saturdey, plu Sunday and night work avereging

_nine hours.

In three years with FEC I have had 49 duyu of vacation,

I have no accurate count of holldaya during this porlod,

but of the eight holidays occurring so far in 19%€, I haw
been able to avail myself of one.

In the first five months of 1950 I bavo had four Suadays
free of work for FEC. I can recell ot least three

Sundays which started at noon and ended at midnight or later. '

I have, ¢o far in 1908, travelled over 20,000 miles on

~ FEC busimess,

The mplications of this report in remerking on wy
morning hours only—w—and omitting the informatien set M
abowe are threefolds (1) I do not accomplish my workg
{2) my own hours are dlsrwtive of office routine and
woreles and (3) my hours are an irritant to the persoms dﬁ
whem I conduet busingss for FEC,

Concorning the firzt tmplication, the files and exw
perlience of FEC over the past three years show that thie
fs not true,

Concerning the second implication, I suggest that the
evidence of those who have to work most closely with ae in
these bours, and thereby stand to suffer the most, would
refute it. h the repoxt seye, briefly, on this subject,
“the secretarial staff like to m for hie,

As for the third implicstion, the greet msjerity of
persons with whom I condwuct business are Europeans, and of
then, wost are politiciens, diplemets, journalists, end
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writers. It is a simpie thuth thet 1f I were to conduet”
business with these people on a 9 to 5 basis I would not.
get FEC's job done,

It is quite txue that my own hours correspond to my
particular time for sy best and meximm work. FEC does
not, however, l7.e by this, for it is also true that my
characteristics in this regard fit into the particular
environtent in which I live and work In Europe, and com- .
form to the particular requirements of sy job,

Alleged Living "Too Well":

. The report containg the statsment that "thon not in
his "entourage” (please seoc Sectlon I, Paragraph 1 above)
"charge that at least he lives too nll" The fucts are
these: . '

1 live;"with wy wife, in & small furnished apartsent
at 656 Quai des Orfevres, on the Ile de la Cite in Parls,
consisting of one bedroom, dining room with small kitchﬂ\,
and living room. For this spartment FEER pays the landlsdy——
never wyself——3$3,000 per yoar, which covers the rent and
about one-half of the hest, light, and gas. This
ment s made In the same menner s that by which RFE
provides its employees in Munich with fylly equipped
housing, although @y wn apartment does not compare in
size, 7acilities or comfort with the houses provid.d sub-
ordinste staff members at Munich.

The enly unique fntuns of tl'n ¢parhont are ite
fortunste locetion, and the fact that there is only ome
room to each floor, so that to get from roca to room we

must use either the house stairway, or the outside elevatore

unheated.

The rent of the apsrtment 14 not sasll, but is a reflec-
tion of the prevailing rents in Paris, If the apartmeat

.were on the market todsy, it could command 20-35% more tbm .

~ the present reat,

Until March of this year we employed a part-time
Martiniquaise cleaning and laundry woman, We now have ome
full-time servant, a "bonne”™ who does 21) the laundry,
cleaning and some of the buylng and cooking, the remainder
of those functions being performed by my wife, This ar~
rangement 1s not considered lavish or excessive in Paris,

Among the many FEC officers and personnsl whc have .-
been entertained in my sparteent sre the Director of FEB,
the President's Personal Representative in Europe, the
Assistant Tressurer, the Deputy Director of FEER, and the

——————— s+ v =




Assistant Director of FEER. All personnel of the Parfs .. -
Office, including Kessre. Loubert and Latour and their
wives, have been entertained at.one time or another in my
apartment, and I gave there, at my own expense, the Office

" fhrictmas Party, for the entire staff, on Christmas Eve,

1957. There have besn meny comments atout the localiom,
the vie«, and even the charwm of the apartment, but no one
has ever termed it lavish,.or even {ompressive,

As the apartment {s presumably provided for purposes

" connected with my work, as well as 1living quarters, I feel

an .obligetion.in this ntpoct. Exiles have no coapunctiom
about calling me there, and are in and out of the apartment
frequently, on busimess, during the evenings’ snd weekends:

About 80X of the entertsining done by my wlfo and ml!

.15 connected with my woxk for FEC,.  As s metter of principle,

1 do not charge FEC' for amf enterteinment in my spertment,
the sole exception being.s large reception which I gave ia
April, 1957, at which approximately one-third of the guests

praunt were exiles conmected with my work, end for whdoh I .

charged FEC ons=third of the total cost,

I am obliged to ldd ‘that of all the chadges in this
report this is tie most shameful, and the only one I desply
resent answering, since it involves not only my" rartoml )

-1iving arrangements, but also my wife.

Al leged "Rc!un! to Cvowtato with General Peckhas,
The report quotes Mr. Loubert to the effect that I

"*refused to coopsrate with General Psckham or to providy.

hir informational materfal". On this matter my instrues

tions to the staff of the Paris O!ﬂ.co, including Messra,
Loubert and Latour, were simple and concise: they were %o
render every courtesy to the President's Personai Ru,@noo-

tative §n Europ:l and they were.to provide him with whatever - o

information he sight need or request et any time on the .
activities of the officé. Confusion on this point arocse .
because {t appeared that Mr. Loubert understood from Geners)
Peckham that he was to write special reports at regular

intervals on FECS activities in France to be transmitted

to General Peckham at Strasbourg. Subsequently, on chetking

with my superiors on this matter, I informed the staff,
including N Loubert and Mr, Latour, that there would be

no need to compile gpecis] reports on our activities for
General Peckham, but that I would subsequently work out with
General Peckham, and with my superiors, appropriate means of
disseminating to General Peckhem such material of ouxr
regular reporting to Mew York which the President's Personal
Representative in Europe might require. Thess instructions
have never been sltered. )
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1 note that the report offers ne confirmation of
Mr, Loubert’s statement from any grarter whatsoever, It -
also ondts the fact that for the first six weeks of Genersl
Peckhanz's residance in Europe, he was accompanied by the

Director of FEER, who gave me my Instructions concernd
cooperstion with 'Goneral Peckham, snd who obviously wou

never have tolerated such a refussl on wy part.
17. Alleged lspreper Discussien in Staff Meetings of Aspects
of Budgets o .

L The report cites Mr. Loubert as stating that I "had
S discussed in staff meetings aspects of the budget which:he
AR . (Mr. Loubert) felt it was improper for the juster -Mo
R ormmnumw._ . .
N o S It has not been, and. should not be, within the mm..

tives of Mr. Loubert, or other subordinute meubers of the
staff, to decide unilaterslly what is proper or improper

for O.he officer in charge to dhcuu with the staff, or any
senbers thereof, .

18, Failure to Fulfill Responsibilities as Head of FEER
European Establishment:

A charge in this report, ascribed to "those not in Ms
entourage” (See Section I, paragraph 1 above) is that. ™in
general, he falls to fulfill hls responsibilitics as hesd
of the ;‘ER European establishment®, This statement,
damning as it 1s on the face of it, hmupporhdbyuny
evidenoe.. It is alse not supported by any reference:te
the letter of general instructions which I received in April
1636 on wy departure for Eurcpe and which defined my duties
and responsibilities, This letter would at least previde
one objective criterion of my discharge of my responsibie
1ities. Anothor reasonable criterion would be the concep~
tion of my responsibilities as head of the FEER establish-
BRI sent in Europe which has grown up since 1956 on the basis.
N of our actual werk and prohlems in Eurvpe. Another could .

) . be my interpretation in detail of my responsibilities dthin
the framework of q general instructions.

My conception of my responsibilities I would define
as follml :

(a) Execution of the authorized programs and: pouc!n
of FEER in Europe.

(v) Supervision and guidance of the gwegram officers
of FEER, including FECS, in Europe, in accordance
. with the approved ponc{n and objectives of FEER
and with due regard for the special requirements

of each European country in which FEER operates.




(c) The establishment and maintenance of relations ' ..
with Eastern European exiles in Western Europe of
such a nature as to zaintain st its maxim= the
FEFR potentizl to accomplish its objectives
through these exiles.

{d) The establishment and malnténance of relations with
European Governments, local suthori ties, intar-
nationel political lnatitutlm, national politicel
groupings, key Eurcpean individvals end sppropriate

. -Amsrican representatives and suthorities to .t end
that .the various programe and polictes of FEER ia
Europe should preceed with a minimm of hindrance
or locsl duf!.eulun.

(e) Coordination, as authorized, with the other Divisions
and related agencies of Ftn Europe Committee {n
Europe in the gomul interests of Free Europe
Comf ttee,

(f) Tr. provision of New York Headquarters with the
maximm possible amount of socurate information om

developasnts in Europe relevant to the formulation Y

by the New York Headquarters of policles and
programs, and relevant to tha general lntensto of
Free Eurcpe Committee in Buropo

The report makes no reference to the record of the duchn'ge ’
of these responsibilities and I permit myself to state thot en - .
assessment of that record will show that I hawe fully discherged .

those responsibilities in the course of two years in Europe

and that in 2 period of crisis and turmoil in Europe umqu!od
since the Second llo-rld War.

In the discharge of these responaibilities there have
been no scandsls in the FEER Europesn establishment. There..
have been no expulsions from sny area of Eurcpe. There have .
Leen o unsursounted difficulties with local authorities and
there has been no deviation from policy and instructions,

nor ary negligence of the interests of FEC as a whole or FEER '

in particular,

All this has been accomplished in a perlod which hes
seen our personnel increase threefold, while our duties and -
responsitiiities have, on a conser’vat‘ve estimate, sextupled.
In thie perlod, and under my direction, there has been one
case of disloyalty and incompetence for which appropriate
steps were taken, and one case of insubordiration of a very
severe gsort, which latter is in fect the genesic of this
report. Thie compares with the tetal of approximstely 36

persons who -have been variously o-plmd by FEER Europo
during this p.riod.
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" Je Mr, Loubort's Wemorancum dated Vay 14, 1958. Attached as
Annex 3,

As Vr, Loubert®s memorandum {s attached to 4his report I

am obliged to reply to it, but I shall confine myself to those
matters not touched on elsewheret

‘1.

3,

4,

“Mp Loubert®s statement that Mr, Davy was "in s position ¢o
‘act quickly to protect the interests of the Committee® is

not at all in accord with the arrangements made between
Mr. Davy and myself, whereby, after he had settled down he
would inform me when he felt he wgs ready to toke up his
duties, and I would thereupon take the zppropriate steps
to establish him in his dutloa.

. “r. Loubert's ‘!.medllte FrC !uperiors' do notielieve that

he in fact "tried to warn® them, or that if he ¢1d try, the
entire staff being busy that dsy preparing the budget which -
T would take that night to New York, his effort could not
have lasted more than a half-hour, and certainly bore, if
in fsct it occurred, none of the charscteristics of an
urgent warninge .

firt Loubert remarks that he introduced Vr, Davy to Mr, Loubert's
®contact® at Morgan's Bank, This is a revealing indication of
the true situation, since Mr, Loubert hasy in factj no “eontsct®
in “organ's Bank on behalf of Free Europe Commiitee or sny
section thereof, _Any sueh contsot was totally unauthoriged

from the moment in June 1957 when Mr, Crey took over from

*r, Loubert ‘the functlom of Mn!nlst:ratln Officer of FEFR
Paris,

Yr. !:oubert states that he remarked to **r, Navy that he B

- feaved that I "would try to get rid of hir for having talked

this ~uch to Mr, Davy® and that he “acdded casually® that 1f

-T aver iried %o do -0 '‘r, Loubert "would have so~r remsrks

4~ nave about me to FTC authorities in Yew York®, This
t:tally distorts the facts, There was no basis on which

" ‘r» LOubert could have feared that I wonld "try %o get rid"
of hi~ for talking so much to r, Davy, He had, however,
overy right to expect thaty if it care to my attention that
while he was Administrative Cffic~r he had assisted in
covering up a cash shortage in the office accounts without
tnforming me, and that this cash shortage had gone undetected
by Rim for over three months because »f his failure to tske
the required and normal precaution of 3 reguler cash count,
then T would indeed have taken steps against himg I may add
th ¢ I would only have done so after consulting with my
suseriors, but I most certainly would have recormended strong
ztopse On the basis of this wholly legitimate fear on

‘ro loubert?s part, 1t is wholly inconceivable that his next
rre~-¥ mas ~ade "cagually”®, ‘Thether or ot 1t was made
g2y, I “14 not, nor sould sny recionsible officer, take
15 rueually when {t was relayed to me, It constitutes blaci-
) cafintilop rd st She veTy lenst reve-sls, quite

<
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II,

apart from Mr, Loubert's fm ‘of sonsequences, 3 .ott
unwholesome attdtudes

S« Mr, Loubert®s: OM ‘that on fpril 2, 1938, efght dlyt

after hs conversation with Mr,.Devy, he wrote—out of
hannelskeuto Gonersl Peckhaa %on o matter which he
sincen!y bolieved could retain the interest of only the
highest FEC authorities® 13 » revelation of “r, Loubert's
long=6 tinding miscongeption of his true position {n the
FEC organizstion, It 18 relevwit to an assessment of .
Mr, Loubert®s _scumen, Judgment and conception of FEC's
progrsms and purposes that this letter conveyed to Géneral
Peckham a request made by a persomal friend of ire Loubert's
for FEC finanefal backing of & to be made by Mr, Lou~
bert’s personal fiiend on the 11fe of Lafayette, The letter
included the stqtement that Mr, Louber-, in this transaction,
st09d in the relationship of an "i{nter~~diary® between his

French friend and the Free Eurepe Tor-ittees This latter
statement constitutes in my eyes, and I belleve would ¢n
the eyes of any responzible officer, » serfous iwpropriety,
¥ do not belleve that FEC staff mémbers should be in any
way involved in privety business negotiations with FEC,
Neddless to say, Genersl repliad to M. Loubert that
the projeet he had forwarded in"his letter of 2pri) 2 was
not within the sphere of FIC interests, and at the earliest
opportunity he eu!lod this matter to n-y.attenuou.

6o I never informed Rr} Loubert, f#is-stated 1n his memorandum,
that T "was the Free Purope Cemittee in Eurcpe¥, Qntho
contrary, when I reprimsnded Mr, Loubert for going out of
channels in his correspondence to0 G enecral Peckham, he
became truculent and Insolent, end remarked that it was
his Sudgmintithat the matter on which he corresponded with
General Peckham wes not FF(S's concern, nor F="R's concern,
but only that of Free Furope Comittee, "ithout going into
the matter again with Mr, Loubert of the relations between
FECS, FGER, and FEC, I told him that for his purposes, inso-
fir as decisions on matters of this kind were concerned, Y
was the Free Furope Committce there.

r of I

I am gratified that the audit by Haskins & Sells *did not
disclose any manipulation of the books or of *he raturns made to
New York®,

T have, however, the fol!wdng comments on the obsemt!ons of

. the Haskins & Sells suditorst .o

A. The auditors suggest that the cash tuhds kopt in the Pards Office.

be limited to “500,07°0 franost This matter {s also clited in the
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Huston-Greenlee report by meens of sn indirect quotation from
Mr, Davy that I "permitted & system whereby cash on hand was
allowed to reach such propertion df 2,000,000 francs or more,
many hundreds of thousands of frencs of which were in the form
of IQU's", Kith reference to Mr. Davy'’s citation of "meny
hundreds of thousandd of fruncs in JOU%™, 1t should be noted
that Haskins & Sells' lettsr notes IOD%s totanng 383,000
francs. Of this figure Haskins & Sells go on to note that.
210,000 francs is {n fact a "petty cash float® in the hands of
!r.Gny fnmwmmm nu!mam-
mnt. The tetal of IOU%s==<n the sense of persoml &

all properly sutherised, fs- mrm, atcording . to the -ﬂm,
375,000 frencs. This s hardly "sany hundreds of thousands of
frence”. (This form of advance for the specific paposs 6f -
Tents has béen approved by the New York Accounting

See Mr. Schuckmann's memersndum of May, 1937, on the Partls
Office accounts.)

WIth reference both to Mr. Davy's remark and the suggestion
of the auditors, it should be bazne in mind that the use of
bank checking sccounts as a means of discharging obligations s
by no means as widespread in France as in the United States. A
more frequently used device s the "cheque-postal” or "mendat’,.
which require the inftial disdursement of cash funds, or have
other defects mentioned belew, 1If smeng Fremchaen, the wee of
bank checking ascounts {o llalted, emong foreigners ia Prence
1t is even mexe 00, Fremoh t restrictions om besk
asceounts fer -upn-‘.luwly having te do with fareigs en-
change restristioms, then prectically useless. As mest of
our pregren disbursements ere te fereigrers, this hes besn ons
reason for meintaining lafge cash Dulances. Anether resessh is -
that while the Prench asthorities are entitled to exsaise owr
bank acceunts, and for that matter even our office accoumts, it
is conceivable that 1f febded with this danger, we could put our
office accoumts in safe-keeping and theredy be examined By French
suthorities only en the basis ofilyr dank accounts. The advan-
tages of this are that it 1s only the office accounts which show
our cash payments, and there are a certain number of thes which,
1f they were in the hands of persons of hostile intent could bo
used to damage many of our programs 83 well as the posrum of
Free Europe Committee. Therefore; while I hold no brief for the
systen of large cash balances in the office safe, T have not
yot heard of en alternative suggestion meeting cur program re-
quirements other than frequent, if not daily, trips to the bank

" to bring bedk ‘cash, which 1s tn. $toelf o risky. propaitu-.

The auditors suggest that some officer other than Mr. Dewy should
keep the cash-Boxe This s tantamount in the present conditions
of our shortage of personnel to furning a program offficer into a
disbursing officer. We have no responsible person on the staff
who could poesibly find the time for this system suggested by

the auditors. A properly qualified and éven bonded admirdstrative
officer could, of course, perfors this function.




c.

D.

E.

The auditors in their letter of May 30, in describing the -
emsrgency funds held by Mr. Grey, do not meke it clear

whether thelr suggestien contained in the same paragreph of
"surprise cash counts from time to time"™ should apply only

to the cash-box and cash vouchers or whether it should alse
apply to the emergency funds held by Mr. Grey which are

course, under present circumstances the subject of rogufnr'

cash counts by the accountant and the adninistrative officer.

In any event, the question is academic since on or about May 29,
Mr. Davy appeared in Mr. Grey's office and, showing Mr. Grey an
envelope which he stated contaimed & letter from the Assistant
Treasurer of FEC in New Youk which he had best not show Mr. Grey,
went on to state that the Tytter contained imstructioms for his
to make curprlucuhcunta’of emprgency fomds maintained
in the custedijef Mr. Grey.. Nr. Grey replied that as he-fewnd
the implicatiens of ﬁno't‘nm-o distasteful, he weuld ne
longer meintain custedy of uy m funds. e daly
surrendered to Mr. Davy, and so do net exist outside the genersl
ceth fund any loager, '

Nith reopoct to the auditors’ tesments on the system of ecddwmting
for travel edvanges, it 1s clear that the first two comments
concern technical accounting procedures on which I have no comsent.
The third part states, however, that certain "rather lugt oxpen—
dfture, mostly ontoru!n!ng. 1s not supported by bills” and that
the suditors “are informed by the officials of the Divisien that
it 1s not precticable to obtain such M11¥%. The explanation

which I gave the auditors on this point was as follows: For
sppropriately .ummm entertatmment of FEC colleagues, (those

in travel status), where bills are abtainable from s restaurent,
we have obtained them aad will do_se in the future. Feg éter-
taioment of foreign officlels, exiles, soms——but net 81xee Amprican
officlals and Pereign lndlvtmu, 1t"1s not desireble fér reasons
of propriety te ebtain bllls. I peisted out that the exseptions
to the lattsr sre those cases where entertalment takes place in
sn establishment where credit iw the form of 8 billing precedure
can be extended to us——=wery rere in Francel=<"ind thote cases
where entertainment would appear on s hotel bill in the course of
official travel,

.0

The auditors comment that "advances for traveling e¢xpenses are
sometimes accounted for some considerable time after the circum-
stances giving rise to such advances occurred®. I have given
instructions {n the Paris Office that insofar as possidble

Mr, Shuckmann's suggestion that trasvel asccounts be rendered
within two weeks after return be fellewed. As I have stated
elsewhers, we are considersdly overburdensd and I do not believe
the performance ia this respect i» utuolly too bad. I have my-
self been the principel effender in this regard. However, my

record on this for the past ysar is as follews:

In June 1997 I enberked on 8 series of travels fer which 1 .
sccounted in full in Dedmber 1957, However, during this period -~
I was in Paris for & tetdl of two weeks annly and ene week in
September. I finally returned to Parls in mid-November, snd
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F,

subai tted my accounts, as stated, in December, 1937, I was
gone frowm Paris during mest of Janwary 1958 and was then in
Paris until March 14. ie h'm«ot!.ccl!y 1 could havs’ reported
in Februsry for wy it will be recalled that
during Febzvary and nrl Pu-h Office hed mswsrous
special visiters in wddi{tfén to odr Tegular office work. On
March 14 I embarked sm 2 series of travels from which I have not
yot returned and in the cburse of which I have been in Parls
only occasionally and then omnly fer a day or two ot a time, My
travel accounts for the peried Jinuarywfume will therefode be -
subsitted, as a matter of courss, in Jwme.

The auditors state that the carben coples of the monthly etate-
ments sent to the New York Offfce "were not signed or approved
by any of the local offfclals” and go on to remark in the
following paragraph that their examination of the returns -de
ta Now York disclosed no manipulation insofer as the coples of
returns "which were produced to us may have agreed with the
originals es despatched”. While I am not clear as to hew my

_sigmature or that of my Deputy on the office coples of the

accounts could prevent manipulation of thoge office

coples by anyone bent on’ 89, 1 shall take steps om my return

to see that the office ceples of the accounts are in the Puture
".mdo )

III. These ca-::{ involving detalled rec n}locuea of activities

covering a od of two ysars, were tten 1n New Yoift entirely
from memory, but I nonstheless vouch for thelr accuracy.
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