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Teamster leade

By Dan Marschall

HE FEDERAL GOVERNMENT,
beginning the second phase
of its legal offensive against
Teamster pension fund abus-
es, has damaged another prop
beneath the tottering administration of
union president Frank Fitzsimmons. On
Feb. 1 the Labor department named Fitz-
simmons and 16 other former trustees of
the Central States Pension Fund in a civil
suit that seeks to recover millions of dol-
lars in allegedly illegal or imprudent loans.

Under the 1974 Employment Retire-
ment Income Security Act (ERISA),trus-
tees can be held liable for pension fund
losses due to wrongdoing or mismanage-
ment. Fund auditors recently found de-
linquent real estate loans totaling $178 mil-
ion. Another $37.8 million in real estate
loans have been written off and could be
lost.

The suit, filed in Chicago District
Court, also names as defendents Daniel
Shannon, the fund’s executive director,
and Alvin Baron, its former assets man-
ager who has been indicted for allegedly
taking a kickback of $200,000 for arran-
ging one loan.

Targets of the suit include nine current
Teamster officials who hold 34 union
positions. Five sit on the International
Executive Board, the union’s highest de-
cision-making body. One of these offfi-
cials is William Presser, the head of the
- Ohio Conference, who authoritative
sources have long considered an associate
of organized crime. His son, Jackie Pres-
ser, the country’s highest paid union of-
ficial at $220,000 per year, is the heir ap-
parent to Fitzsimmons.

The suit follows a two-year investiga-
tion into the $1.6 billion fund, which cov-
ers 480,000 participants. The first phase
of government efforts was completed last

May, when the Labor department forced .

Fitzsimmons and other trustees to resign
and placed control of the fund’s assets in
the hands of independent investment man-
agers.

The complaint describes 15 transac-
tions that illustrate a ‘‘pattern of impru-
dent behavior’’ by the defendents. Some
loans were made to individuals linked to
organized crime, government sources told
the Washington Post, and were used to
bankroll gambling casinos, racetracks
and other risky real estate ventures. About
70 percent of the fund’s assets are in real
estate.

The lawsuit also claims that loans were
made to ostensibly legitimate enterprises
without any attempt to obtain appraisal
of collateral or with unusual agreements

to forego interest payments. When some

of the borrowers defaulted, the trustees
made no effort to collect on the loans.
~In a Washington press conference La-
bor department officials hinted that an
out-of-court settlement might be ar-
ranged. All the former trustees were bond-
ed by insurance companies, which would
be liable for any judgements against them.

Labor Secretary Ray Marshall report-
edly denied that the suit is intended to
pressure Fitzsimmons to leave office. In-
stead the government apparently views
the suit as the first big test of the pen-
sion reform law.

Union reformers contend, however,
that it further weakens Fitzsimmons’ cred-
ibility with rank and filers and reduces
his maneuvering space within the union.
The suit undercuts Fitzsimmons’ denials
that fund illegalities do not exist because
widespread indictments have not been is-
sued. This may increase the pressure on
Fitzsimmons to resign.

Both the Professional Drivers Council
(PROD) and the Teamsters for a Demo-
cratic Union (TDU) welcome the govern-
ment’s action but find it insufficient.
‘““After many delays and after receiving
thousands of letters and postcards from
Teamster members calling for action,

s sued

Targets of the suit include nine current

officials who hold 34 union posts.
Fitzsimmons heads the list.

Secretary Marshall has finally acted to re-
cover some of the funds. that have been
siphoned away from Teamster retirees
and families,’’ the TDU said.

TDU points out, however, that those
being sued are the same persons who ap-
pointed the current trustees. The only
way to break this ‘‘chain of control,”
they maintain, is for the Labor Secretary
to use ERISA to ‘‘sue for an election
among rank and file Teamsters and re-
tirees to choose the union trustees of the
fund.” They further call for all Teamster
officials named in the suit to resign or be
suspended from all union positions pend-
ing trial.

PROD believes that the former trustees
are also probably involved in criminal vio-
lations and should be indicted. ‘It took

"a lot of press publicity, rank and file com-

plaints and congressional testimony by
PROD members to keep pressure on the
Labor department to file this suit. It will
take an equal amount of rank and file
pressure to force the Justice department
to prosecute,’’ declared PROD staff di-
rector Paul Poulos.

A Labor department task force, accord-
ing to Secretary Marshall, has turned over
evidence to the Justice department for
possible criminal charges.

Responding to the suit, Fitzsimmons
charged that the Teamster pension fund
‘“‘had been singled out as a test case’’

while other funds are ‘cither fully or par-
tially underfunded and others are in dis-
array.” He agreed to fully answer the
charges in court and expressed confidence
that the fund is *‘fully solvent and more

than able to meet its obligations through .

the 20th century.”’ _

At the fund’s Chicago headquarters
director Shannon stated that the suit’s
allegations are without foundation and
are part of a ‘‘blatant government smear
campaign.”’ Pledging to ‘‘disclose the
political motives and pressures that lie
behind the vicious slander of the govern-
ment’s complaint,”” Shannon accuses La-
bor Secretary Marshall and other high-
level Labor department officials of mis-
leading Congress by saying that it was
not directly involved with choosing the
investment managers. .

““In fact, there was frequent and deci-
sive participation by the department in
that selection,’”” Shannon charges. ‘‘For
example, the U.S. Secretary of Labor
was closely involved in the promotion of
Lomas & Nettleton Financial Corpora-
tion of Dallas, Texas, as the prime can-
didate.”’

The Chicago Sun Times, relying on
fund sources close to Shannon, revealed
Feb. 14 that Jess Hay, the head of Lomas
& Nettleton, is a ‘‘key backer’’ of Presi-
dent Carter in Texas. His firm is closely
tied to the Mercantile Bank of Dallas, one
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In making the announcement of the suit,
Labor Secretary Ray Marshall (above)
denied that it was intended to pressure
Fitzsimmons into resigning, but union:
dissidents plan otherwise. -

of several companies selected to manage
the fund’s assets. The bank has handled
$60 million in pension fund money since
October, sources estimate.

Because of these political connections,
Shannon reportedly believes that the Car-
ter administration is attempting to remove
him from administration of the fund to
“‘pave the way for political cronies to
continue and expand their control of the
operations of the pension fund,”’ accord-
ing to the Sun Times. |

By Tom Barry
SALT RIVER, ARIZ.

HE CENTRAL ARIZONA PRO-

ject (CAP), which promises-

to bring 1.2 million acre feet
of Colorado River water to
, this state’s once-arid heart-
land, is already flowing with bitter con-
troversy. The issue is: Who will have su-
perior water rights—the native Indian
tribes who have farmed her for 2,000
years or the non-Indian newcomers in
agriculture, the cities and retirement com-
munities?
The $1.5 billion project, the largest of

some 30 federal water projects, is regard-

ed as essential to keeping green the irri-
gated farmlands and sprawling lawns of
Phoenix and Tucson.

The need grows more critical by the
day, for each year the state removes some
2.2 million acre feet from its rapidly sink-
ing underground water table to fuel ex-
panding industry, cottom farming and
urban development.

However, even as the first 90-mile por-
tion of the 300-mile canal nears comple-
tion, four central Arizona Indian tribes

have gone to court to assert prior rights

to the new water, invoking previous treat-
jes and rulings by the U.S. Supreme
Court.

The tribes—the Ak-Chin, Gila River,
Salt River and Papago—say that because
of the monumental growth of non-Indian
agricultyre, industry and municipalities,
the water table under their own once-pro-
ductive farmland has sunk almost beyond
recovery. They regard the new Colorado
River water as their last hope to revive
their withering farms and rebuild their
traditional economies.

The four Arizona federal suits are only
a few of the numerous Indian water rights
claims now being contested in the courts.

‘Arizona Indians fight for

There are five such claims now in litiga-
tion over Columbia River water in the
Northwest; five in the Rio Grande Basin,
three in the Missouri Basin, and five in
the Central and South Pacific Basin.

The Indian claims to the water are

largely based on a 1908 U.S. Supreme
Court decision that guarantees the In-
dians priority rights to all the water they
require to irrigate their arable land. The
ruling, known as the Winters Doctrine,
has been applied numerous times since
then by lower federal courts, and was re-
affirmed by the Supreme Court in 1963.

The Indians charge, however, that in
recent years the states and federal agen-
cies have refused to honor the Winters
Doctrine and have given priority to muni-
cipal and industrial use, while tribal farm
lands have dried up. .

Cecil Williams, chairman of the
Papago Indian tribal council, recalls
when his people supported not only them-
selves, but also nearby communities, by
farming. ‘‘Today,”’ he said, ‘‘the run-
ning streams are gone, and the under-
ground basin has receded at an alarming
rate. Wells have gone dry, and the cost
of pumping the remaining wells has be-
come exorbitant.”’

The reason, the Papagos say, is that
the city of Tucson has 20 wells adjacent
to the Papago reservation, and mining
and agricultural interests also have wells
around it. These wells pump water out
of the ground continuously.

The Ak-Chin tribe, west of Phoenix,
has seen its water table sink-from 60 feet
below the surface in 1923 to 400 feet be-
low today. ‘“In recent years the water level
on our reservation has dropped 20 feet

-every year,”’ said tribal spokesperson

Leona Kakar.

As a result the Indian lands have be-
come drier and expensive, if not impos-
sible to farm. Nevertheless, Arizona water
planners have given priority for CAP

water to municipal, industrial and priv-
ate agricultural use.

““All the water in the Colorado, and
all the water that falls from God, would
not satisfy those Indians,”’ says John
Linksmiller of the Arizona Water Com-
mission. ‘‘Their water claims are the
damnedest pack of lies I’ve heard.”’

Last year, after lengthy negotiations,
the Interior department allocated 20 per-
cent of Colorado River water to the tribes
for the next 20 years. After that the In-
dians would get no CAP water.

Rather than accept this deal the Indians
went to federal court. They say they are
entitled to enough water to irrigate the
177,000 arable acres they own.

Their claim is supported by Sen. Ed-
ward Kennedy (D-Mass.) who has intro-
duced legislation that would compensate
the Indians for the federal government’s
neglect of its trust responsibility to pro-
tect their water rights.

Kennedy’s Central Arizona Tribal
Water Rights Act would require the In-
terior department to acquire land with
adequate surface water supplies, and
transfer it to the tribes as compensation
for their lost water.

““It appears t0 me premature to pro-
ceed with a public project costing over
$1.6 billion to benefit the economy of
central Arizona,’’ said Kennedy, ‘‘when
that economy could be profoundly al-
tered, and the repayment capability of
the project seriously threatened by the
successful prosecution of the Indian water
claims.”

Meanwhile, the water table under the
state continues to sink. ‘‘This has always
been boom and bust country,” says State
Lands Commissioner Andrew Bettwy.
‘““Maybe the next bust will come when the
water’s gone.”’ n

Tom Barry is a staff reporter for Seers
Rio Grande Weekly in Albuquerque, N.M.
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Carter is about to
: nirgnt it with an even
tougher issue: waier.

Like fossil fuels, water is finite. There
is only so mucn. Uniike ¢ii, it has no sub-
stitute. And though it is ~enewable, it is
quickly becoming scarce and expensive.
The Generai Accounting Cffice recently
warned cf “‘increasing signs that the
nexi great resource crisis—an inadequate
water supply--may be rapidiv approach-
ing and may be a move difficuli problem
to solve’ than cnersy,

The crisis has been brewing for decades.
Carter is the first president, however, to
point to water as an urgen? national is-
sue and io try {0 maap a sivategy to pre-
serve and protect it. He is expected to an-
nounce this strategy later this year, bring-
ing on a likely furor in Congress.

The water crisis is naticnwide, though
it is especially dramatic in the semi-arid
sunbeit state, which iately have exper-
ienced the greatest population and indus-
trial growth.

In the Texas high plains, for instance,
thousands of irrigaied acres of cotton
may have to reveri to dry grazing land
within 20 years when, accerding to some
geologists, groundwater will run out. The
problem is similar in western Kansas, Col-
orado, Arizona, Nevada and parts of
California,

In Several coastal states salt water in-
trusion threatens underground fresh-
water supplies vecause :cc much water
has been wmined from acs
ground reserveirs),
enter, In ¥ iz, v :
on groundwaier 1ls streams are
shallow ang urazki 2¢ state’s princi-
pal supply s endangereg. It t2kes very lit-
tle salt water <o desiroy 2 gguifer and
the damage is almost irrever .

Because of ¢veruse of ground water
more than a thousand sguare miles of
land has subsided in Arizonza and other
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In the past if there wasn’t enough
water somewhere, it was brought in
from elsewhere. But that option is
rapidly becoming more difficult.

western states.

Excessive irrigation has degraded the
soil by salt build-ups in most Western
states.

Industrial and agricultural chemicals
have polluted much of the country’s
drinking water supply. Deep underground
supplies, which are now considered inac-
cessible but might perhaps be tapped with

more advanced technology, are being poi- .

soned by injection of toxic chemicals into
underground dumps.

Meanwhile, plans to extract coal and
mine metals with hydraulic methods are
about to place a massive new demand on
the scarce water in the Southwest and
the Great Plains. That demand can only
be met at a heavy cost to agriculture.

Few options left.

In the past, the assumption has been that
is there’s a shortage of water in one place,
more could and should be brought in from
clsewhere. But so many rivers have now
been drained, so many valleys damned,
that the price of continuing has grown
exorbitant. Looking north for new sources
now means looking to Canada and even
the arctic glaciers. And that implies a loss
of national self-sufficiency.

The alternative course, the one favored
by Carter, is to explore the vast potential
for conservation and to encourage self-
sustaining patterns of use. That, howev-
er, implies a change in federal policies
that have encouraged waste of water by
providing it to users at far below cost,
courtesy of the taxpayers.

One of President Carter’s first actions
after inauguration was to order a review
of 32 major dams, flood control and irri-

gation projects, cancelling 18 of them. In
so doing he brought upon himself the
wrath of Congress as he stepped into the
jealcusly guarded terrain of pork-barrel
politics.

The water policy Carter is now expect-
ed to propose will anger even more poli-
tical leaders and special interests, as it
affects the way millions of federal dol-
lars are spent.

The policy is expected to stress conser-
vation and to call for more realistic cost
accounting, requiring beneficiaries of
federal water projects to pay the costs. It
will probably also discourage projects
that move water from one place to an-
other and may require a search for non-
structural alternatives—not developing
on a flood plain, as opposed to building
a flood contrel project, for instance.

Opposition will be especially strong in
the West, where Carter has already reaped
anger with his water policies.

Bureaucratic snarl.

Federal agencies spend nearly $5 billion
a year on water projects, not counting
water quality improvement, Forty-three
departments and agencies are involved,
often at cross-purposes.

Of the 420 billion gallons of water used
in the U.S. daily 80 percent goes to irri-
gation, mainly to states west of the Mis-
sissippi. The federal water is priced so
low that farmers find it cheaper to let
much of it run off unused than to install
more efficient irrigation systems that
could cut water use in half and eliminate
the need for more planned water projects.

But though the federal role is great,
water policy is largely under the jurisdic-

tion of the states and localitics. Here the
confusion is as great or greater.

Anyone whose land abuts a water
source, such as a stream or lake, is priv-
ileged to a fair share of it. Anyone can
claim water for ‘‘reascnable and benefi-
cial”’ use, much the way miners stake
claims to gold. Anyone who wants to dig
a well on his land may do so, even if he
thereby dries out his neighbor’s well.

As water becomes scarce such every-
man-for-himself policies ciearly become
a prescription for disaster. Yet local man-
agement programs are slow in coming. In-
stead, states have plans for mammoth
construction schemes.

Texas plans to save the high plains cot-
ton farms by diverting Mississippi River
water, though the cost of doing so would
bring the water at $340 per acre foot, com-
pared to the already high $30 an acre foot
in California. (An acre foot of water is
enough to cover an acre one foot deep.}

Arizona plans to tap the Colorado
through the Central Arizona Project
(CAP). The state is entitled to a share of
this river’s water but, until now, has al-
lowed it to go to Los Angeles.

President Carter has made delivery of
the CAP water conditional on adoption
of a strict water management policy by
Arizona. So far none has been adopted.
Fountains continue tc spout amid cactus-
es in new subdivisions.

Los Angeles, meanwhile, is looking
north toward the highly disputed Peri-
pheral Canal, which would divert more
of northern California’s water south.
Some city officials have alsc discussed
the possibility of tapping the Snake Riv-
er, further north, or the Columbia.

Interior Secretary Cecil D. Andrus has
made it clear, however, that he would not
look kindly on such proposals. I am op-
posed to any new pian that could result
in the movement of water from one state
to another,” he said. ‘“That is not the
way to solve a water crisis.”’ n
Rasa Gustaitis is an associate editor of
Pacific News Service and a member of
the Third Century America Project, spe-
cializing in resources.



