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$22.63 an hour. In April 1982 the Weirton steelworker was paid
about 9% more than his/her counterpart in basic steel.

Accordingly, the Rank and File Committee took the position that
a 10% reduction in compensation was acceptable, but any further
reduction would be scabbing on brothers and sisters covered by
the Basic Steel Contract.

David Moberg of In These Times reported the reaction of
Weirton union leaders. Moberg asked them whether they were
not concerned 'to stop the immense wage cuts which have an
effect on all steelworkers.’

"No," David Robertson, attorney for the union, answers.

"“It's an independent union and I think you find there's no

. such feeling of solidarity!’ Besides, he notes, nearby
Wheeling-Pittsburgh Steel with USW representation, has
taken large wage cuts in exchange for stock.

"If there is going to be one domestic steel company alive
in this country, we intend it to be Weirton,” union president
Bish said. "I don't feel bad about undercutting them,’ union
officer and Joint Study Committee member Emil Morelli
said, "if that's what we're doing. We're stockholders. That's
the way big business is. I'll be an equal owner of a big
business.2

The End Of Equal Voting Rights

From the beginning, the Rank and File Commitee demanded
that each employee of the new company have an equal say in
running it. The Rank and File Committee program of April 1982
stated:

To insure democracy in the operation of the new company
and participation on the part of-all employees in the decision
making process, both on the shop floor and in the board
rooms, we propose that all employees have an equal vote.
That is, one person, one vote, regardless of the amount of
stock one can afford.

For a time, it seemed that the JSC consultants intended to
embrace this proposal. On October 29, 1982, the three
consultants—Lazard Freres & Company (financial), Willkie Farr
& Gallagher (legal), and Ludwig & Curtis (ESOP structure)—wrote
a joint letter "to the employees of Weirton Steel” enclosing an
outline of the proposed ESOP structure. Because of its simplistic
style this document came to be known in rank-and-file circles as
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“the comic book!’ Nevertheless, the document was quite explicit
in endorsing the principle of equal allocation of the new company’s
stock:

We recommend that each year every employee get an equal
amount of the total stock allocated because:

— A 32% cut is just as rough for a laborer as it is for the highest
paid person in the company, and

— Everyone's sacrifice is essential to make Weirton work.

Although other ESOPs allocate stock based on formulas
involving compensation, seniority or other factors, we think
equal allocation is fairest and best.

In summer 1983 this proposal was quietly abandoned. On July
5, the three consultants addressed a memorandum, not to each
employee, but to the members of the JSC, entitled, "ESOP
Structure: Allocation of Stock, Distribution of Stock, and Voting
Rights!" The memorandum stated in part:

isin

Your Future P
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We originally recommended that each year every employee
should receive an equal amount of the total stock
allocated. . . . [Now] we think Weirton should allocate stock
in proportion to compensation.

This critical change was never highlighted for union members.

Decision making in the new Weirton Steel is further affected
by the ESOP’s provisions for distribution of stock, and voting. The
ESOP provides that no distribution of stock (that is, of stock
allocated to the accounts of individual employees as the ESOP loan
is repaid) may take place for five years. According to the July 1983
memorandum the reason for this is "'to preserve the independence
of the Board of Directors.” Moreover, the possibility of distribution
after five years involves a Catch 22. According to the
memorandum, '‘Weirton will not be able to afford full
distribution. . .unless Weirton stock can be sold to people other
than employees of the Weirton ESOP"’ by converting the stock of
the new company to a public stock issue. But conversion of
Weirton's stock to a public issue would inevitably dilute ownership
of shares, and destroy the last vestige of worker control of the
corporation. Accordingly it can be anticipated that in about 1988
workers at Weirton will face the following cruel choice: In order
to obtain the stock allocated to their individual accounts, workers
will have to agree to give up control; but if they insist on retaining
control], they may not be able to exchange their shares for cash.

The consultants defend the presentation of this choice to
employees because they provide that this particular vote (unlike
routine decisions of the corporation) would be decided not by the
Board of Directors, but on a “‘one man, one vote" basis.

I consider this rhetoric demagogic. It is inevitable that all but
a handful of workers, if forced to choose between their economic
interest and a very attenuated form of control of the company;,
will opt for ready cash. The Weirton consultants state in the July
1983 memorandum: "When Weirton employees vote on this issue
[of whether to 'go public'], we would recommend that they
approve public ownership.!’ The fact is that the consultants have
cynically structured the process so that employees will have little
practical choice except to approve a public stock issue.

Worker Ownership a la Wall Street

On September 23, 1983, the proposed buyout was approved by
an overwhelming majority of 89% of those voting. Voters also
approved a six-year labor contract prohibiting strikes and wage
adjustments for that period of time. (The Rank and File Committee
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unsuccessfully sought to have the full text of the proposed contract
made available to members before the vote.)

By the time the vote was taken, the leadership of the new
company was in place. Robert L. Loughhead resigned as president
of Copperweld Steel in Warren, Ohio, to become president of
Weirton Steel at $250,000 a year. Weirton Steel's Board of Directors
included management representatives, labor representatives, and
a majority of six so-called "independent’ representatives.

The "independent' representatives are: Herbert Elish, a senior
vice president of International Paper Co., formerly vice president
of Citibank and executive director of New York City's Municipal
Assistance Corporation; Gordon Hurlbert, a member of the
management committee of Westinghouse Electric Company Power
Systems, a Westinghouse subsidiary; Lawrence Isaacs, former
chief financial officer of Federated Department Stores Inc. and
Allis Chalmers Corporation; F. James Rechin, group vice president
and general manager of the Aircraft Components Group of TRW
Inc.; Richard F. Schubert, president of the American Red Cross
and former vice chairman and president of Bethlehem Steel
Corporation; and Phillip H. Smith, formerly chairman and chief
executive of Copperweld Corporation.3

In July 1984, the Associated Press checked out the largest
worker-owned firm in the United States and reported:

The nation's largest experiment in employee ownership
hasn't erased the invisible line between labor and
management at Weirton Steel, despite a public relations
campaign depicting the workers as their own bosses.

The story continued:

"The relationships between managment and the union
have not changed,’ says union officer Craig Petrella. ''Yes,
they do listen. Yes, they do talk a lot. But all we're getting
right now is lip service.”

Few stories of the recession-ravaged U.S. steel industry
have received as much national attention as the Weirton
workers’ Employee Stock Ownership Plan, which headed off
near-certain closing of the massive mill.

Many of the accounts have conjured up images of sweat-
drenched steelworkers occupying corporate boardrooms,
taking control of the company that once controlled most of
the lives in this company town.

But many of the 7,000 heroes" of Weirton Steel, as the



52 LABOR RESEARCH REVIEW

workers were described by one of the New York bankers who
helped put the deal together, don't see any change in the
traditional adversary relationship between labor and
management.

The AP found that "'most workers felt they had no choice—the
original owner, National Steel Corp., was determined to unload
the mill!” Union officer Petrella commented that many laid-off
workers had been rehired, but that even more should be working.
"They're doing more work with fewer people,/’ according to
Petrella. "Where three people used to do a job, I think two people
are doing it." Petrella also told the AP that workers were being
told to do things "twice as fast as it's normally done,’ and that
quality was suffering as a result.

Charles Cronin, the mill's public relations director (as he was
for the old company), responded that combining jobs is a part of
management'’s plan to "fine-tune” the plant and make it more
profitable. But Christy Graziani, a 25-year employee, says that
many employees don't feel like owners: "They think they've been
asked to give too much already, with little in return.”

Concluding Note

Readers who want more information about "worker ownership”
at Weirton may be interested in:

* An article by Jonathan Prude entitled "ESOP’s Fable," appearing
in Number 78 of Socialist Review (3202 Adeline Street, Berkeley,
California 94703).

o A new movie, The Great Weirton Stedl by Robert Machover and
Catherine Pozzo diBorgo, from First Run Features (153 Waverly
Place, New York, New York 10014).

Both “ESOP's Fable" and The Great Weirton Stegl share the
fundamental point-of-view of this article.

A Pittsburgh-based group, the TriState Conference on Steel, has
developed an alternative approach to the reindustrialization of the
steel industry. Its critical features are: 1) reliance on government
grants or government-guaranteed loans, 2) local management by
workers or a combination of workers and community represen-
tatives, and 3) use of government's eminent domain power to
acquire abandoned or under-utilized facilties. This program is set
forth in a pamphlet, Rebuild Steel: A Program to Reconstruct
American Industry, available for $1 from the TriState Conference
on Steel (Box 315, Homestead, Pennsylvania 15120).
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The United Steelworkers of America has endorsed the TriState
approach for the Monongahela Valley, where, at this writing, the
struggle centers on whether United States Steel will be permitted
to destroy a new Basic Oxygen Process shop and blast furnace
at its Duquesne Works. 4

Notes

! Thomas F. O'Boyle, “Planned Sale of Steel Plants Brings Hope to One Ohio
River Town, Fear to Another,’ Wall Street Journal, April 6, 1982.

2 David Moberg, ""At Weirton Steel, It's Buy It Or Lose It,' In These Times,
December 15-21, 1982.

3 "6 Picked for ESOP,' Wheeling Intelligencer, July 14, 1983.
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