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A story of power,
politics and Big money
The United Steelworkers

vs.

Stelco Inc., bondholders
and the courts

T

he struggle for the survival
of the North American Steel
industry over the last 20 years is
a microcosm of the problems of the
entire manufacturing sector.
A “perfect storm” enveloped
American steel in the late 1990s,
stirred up by several ill winds. Steel
production came under attack by
a new global free trade regime that
allowed massive dumping into North
America
of lowcost steel.
Countries
all over the
world for
decades
had built up
excess steel
capacity, and
now they
were setting
it loose
on North
America.
“What we watched was a meltdown
in what was euphemistically called
the Asian crisis,” says Leo Gerard. “In
1998, all of those Asian countries,
which had built steel capacity, needed

to bring currency home and they
targeted both the US and Canada. We
fought that crisis – the ITC and guys in
Canada raised all kinds of hell. South
America and Russia followed in the
dumping soon after.”
Steel also faced the problem of
energy sector deregulation. This jolted
the cost of electricity – an essential
part of steelmaking. Combine these
factors with an economic doctrine that
encourages
investors to
leave slow
moving
development
in favor of a
quick buck,
such as “ECommerce”
and thirdworld steel,
and the result
was great
pressure,
both on Wall
Street and Bay Street, not to invest in
steel in North America. The industry
was punished for poor returns; in
effect a strike by capital.
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CROSS-BORDER CRISIS

The fight for the survival of Stelco
came to be the last and one of the most
successful struggles of the Steelworkers
Union in the wave of bankruptcies
and bankruptcy protection that hit
the North
American
... Canada was not the US’s
Steel
problem and the US was not
Canada’s problem. The problem Industry.
was global oversupply.
In the
USW International President US some of
Leo W. Gerard the biggest
names in
steel went into bankruptcy protection,
including LTV, Bethlehem Steel, Acme
Steel, and those were just some of
the most prominent. Dozens of US
steelmakers crashed to the ground in
the industry’s worst depression since
the 1930s, obliterating more than onethird of total capacity.
In Canada, nearly all the steelmakers
declared protection under the
Companies Creditors Arrangement
Act (CCAA), including Ivaco, Slater,
Algoma and last, but not least, Stelco.
The Stelco story was unique
because it came on the heels of the
restructuring done in the US and
most of the completed bankruptcies
in Canada. In the US workers learned
painful lessons of what it meant to
•

be part of the “new economy”. The
big bankrupt companies tried to save
themselves by selling out to the highest
bidder.
The problem for the Steelworkers
in the US was that the bankruptcy
protection legislation known as
Chapter 11 allowed new employers to
re-open existing collective agreements.
The buyer companies only bit the hook
when they knew that the old contracts
would be invalid. Workers lost all they
had worked for by default. These were
desperate times. Gerard remembers
this time well.
“The Canadian union was fighting
through its government system and
US was doing the same. What is really
unique about this is that, because we’re
an international union, we’re able to
coordinate our fight at the national and
international level. We were able to
exclude Canada from any tariff.”
As the steel industry imploded
around them, the USW convinced the
US International Trade Commission
(ITC) to hold field hearings outside of
their Washington offices for one of the
handful of times in its history.
“We got them to go to Maryville
Indiana just outside of Gary,” says
Gerard. “We had 1,000 people. That’s a
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day I’ll never forget. We pointed out that
Canada was not the US’s problem and
the US was not Canada’s problem. The
problem was global oversupply. When we
finished, Steelworkers packed the hall,
wearing work clothes and work hats, and
some silver fire-retardant suits. They gave
the international president and national
director, who were Canadian, a standing
ovation.
“Not one of these American
Steelworkers uttered a negative word
about protecting Canada. So we didn’t
exclude
Canada from
the remedy
and this put
Bush under
the gun.”
The big
problem
was that the
Canadian
International
Trade
Tribunal
(CITT) and
the Canadian
government,
populated
by freetrade ideologues, refused to take action
to protect Canadian steel from cheap
imports.
Steelworkers in the US pulled together
to save their jobs.

“LTV decided to liquidate and was
going to try and shut the company down,
literally, in winter,” says Gerard. “And if
you shut a steel mill down in the middle
of winter, the chances of you knowing
how to reopen it will be slight to nil. So
in Youngstown, NY, we put 500 people in
the courthouse and we told the judge we
had 1,000 people in the plant, and if we
didn’t get hot money, we were going to
seize the plant. Because we weren’t going
to let it be shut down.
“And we had the town councillors in the
plant with us.
So we got hot
idle money
to keep it
going until
we found a
buyer.”
These
actions of
co-operation
with the
community
would later
be mirrored
by the
District 6
locals in
Canada. With
major mobilizations, including a USW
tent city, and a campaign to pressure

the government to help, the American
Steelworkers regained most of their
benefits.

•
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STELCO LOOKS SOUTH
Meanwhile, Stelco cunningly eyed
these U.S. developments. A look
back in time helps to explain Stelco’s
interest in the reshaping of America’s
steel
industry. The
Pension funding to them is dead
weight or throwing good money
company
after bad. There was no morality
had
to it. It was simply how they
accumulated
would get ahead....
a pension
USW Local Union 8782 deficit by
President Bill Ferguson taking
advantage
of a legal exemption waiving its
requirement to pay into the pension
fund.
After
Steelworkers had
agreed to accept
pensions as
‘deferred wages’ in
lieu of immediate
increases in its
1996 contract,
Stelco surprised
everyone by,
unannounced,
electing for the
exemption.
Deemed “too
big to fail” by the
government, and
•

unlikely to go bankrupt, the Ontario
Provincial Conservative government
approved Stelco’s opting out of its
pension payments – without even
drafting a future plan to pay them.
Now, with unfunded pension liabilities,
Stelco was looking for a way to dump
its “legacy costs,” (also known to most
workers as “pensions and benefits”).
Bill Ferguson, president of USW
Local 8782 said it best when he
described what he called the steel
industry’s “copycat routine”.
“Dumping obligations is the only
way they know how to survive,” said
Ferguson. “That was the intention.
Pension funding
to them is
dead weight or
throwing good
money after
bad. There was
no morality to
it. It was simply
how they would
get ahead.
“If Stelco was
going to cut
costs to balance
its books, you
can bet it / it
certainly was
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not coming from the pockets of its
director.
bondholders.”
Alfano came with a dire prediction
It was a hot day
and a request. His
number crunchers put
in July 2003 when
together a number
then-CEO Jim Alfano
of charts and graphs.
asked to meet with all
USW representatives
The long and short
from all the plants
of it was Stelco was
losing money for the
in Canada. The local
previous two years
leadership from
and, if it continued,
AltaSteel in Edmonton,
Stelco was going
Stelfil and Contracoeur
into bankruptcy.
in Montreal met
Bill Ferguson
together with the three
The plants would
close, the pension
Hamilton locals: 1005
was underfunded so
(Hilton Works) 5328
all the retirees would
(Stelwire) and 8782
(Lake Erie), as well as all the Canadian lose their pensions, and of course the
health benefits would cease.
district directors and the national

ALFANO’S SIMPLE SOLUTION:
SCREW THE WORKERS
Alfano, the CEO for over 4 years, the
man who controlled the ship, had
a simple solution. All the workers
should just give back 20 per cent of
their wages, pensions and benefits,
and Stelco would be saved. But it
had to be done quickly, by Aug. 1st.
Stelco executives also hinted that
the lower costs of US steel, allegedly
thanks to the ‘restructuring’ that
gutted American workers’ pensions,
demanded an equal action from the

Steelworkers in Canada.
When Alfano was asked by one
of the union representatives if he
would give back 20 per cent of his
salary, his answer was that the CEO’s
remuneration was not part of the
business of this meeting.
With all that was troubling the
steel industry, and the wrong-headed
decisions by management of where to
invest and what markets to follow, the
•
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union found the apparent arrogance of
the CEO hard to take given what was
being asked of its members.
The locals along with the
International union responded
that they would be willing to work
with management to help cut costs
and improve productivity. The
International had much expertise
in the steel industry was willing
contribute to help management find
ways out of its hole, but it would not
be done through concessions, and by
sacrificing pensioners to the company’s
demands. This was the answer on July
7 2003 and it remains steadfast.
July 7 2003 was the first shot in the
Battle of Stelco CCAA.
Stelco’s attempt to intimidate the
union failed. Management then began
a campaign of intimidating workers
directly, in particular pensioners,

ALFANO OUT, PRATT IN
Reaching the conclusion that Jim
Alfano’s leadership of the company
was no longer credible, the Stelco
Board of Directors got rid of him. In
the interim, the Board brought in a
veteran of the Board, Fred Telmer, and
waited to hire a new CEO.
Finally in December of 2003,
•

by referring to dark predictions of
bankruptcy and loss of pension.
With more than 9,000 pensioners in
Hamilton and area, the company tried
to create an atmosphere of uncertainty.
In September 2003 Stelco hired
Canada’s most infamous CCAA
restructuring specialist, Hap Stephens.
Ernst and Young, where Stephens had
been CEO, was hired to put Stelco’s
books together. Stephens was well
known to the Steelworkers, as he
was the chief restructuring officer at
Algoma Steel and was involved with
Air Canada’s restructuring.
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the Board announced the hiring of
Courtenay Pratt, then CEO of Toronto
Hydro and ex CEO of Noranda
Inc. Pratt’s background was human
resources, which meant he wasn’t a
numbers man or a steel expert. His
expertise was in delivering messages.
The outline of Stelco’s strategy was
to have Pratt be the public face of
Stelco with Stephens doing the dirty
work of bringing down the union and
satisfying the bondholders, mostly
based in the US.
A senior HR official of Stelco said off
the record that the hiring of Stephens
was supposed to make the CCAA
process. The official said the company’s
plan was to call in the union, explain
that workers need to give concessions
and, after some huffing and puffing,
the union gives in. Stelco and the
bondholders walk away with the
money in their pockets.
Meanwhile, the union was preparing
its own strategy. The union’s statement

coming out of the July 7 meeting
became the position around which
all the locals organized their tactics.
In the media and to its members the
Steelworkers
hammered
The workers, who make the
the same
steel, could save the company
message.
millions of dollars if the
company would let them
The union
participate in a meaningful
was willing
way, but not through threats,
to work
intimidation or concessions.
within the
framework
of the collective agreements to help
change Stelco. The contracts had
extensive language on restructuring
and the union believed that Stelco
could be saved without dumping
the pension or giving concessions.
The workers, who make the steel,
could save the company millions of
dollars if the company would let them
participate in a meaningful way, but
not through threats, intimidation or
concessions.

TWO CONTRACTS UP FOR RENEWAL IN ‘04
Both Locals 8782 and 5220 (AltaSteel)
had contracts that were to be
renegotiated in 2004. Local 8782
started warning their members about
the possibility that the company
may enter CCAA. The negotiating

committee and leadership of the local
insisted that contract negotiations
would be the vehicle they would use
to talk to the company whether the
company would be in CCAA or not.
•
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The USW National Office was
in constant communication with
International Union Rep. Ron Bloom,
who at the time was handling a similar
situation at Ivaco
Inc., and lawyer
The USW would not
allow Stelco to pass on
Ken Rosenberg, an
the blame for its financial expert in corporate
woes onto the backs
restructuring.
of current and retired
Locals 8782,
employees.
5328 and 1005
retained labour
and human rights lawyer David Jacobs,
who put together a team with Karen
Cramm of Deloitte Touche and others

to prepare for the legal and economic
struggle
that lie
ahead.

David Jacobs

UNION GIVEN “THE WORD” ON CCAA
The die was cast and on January 29
2004, when the presidents of Locals
1005, 8782 and 5328 were summoned
to Pratt’s office and told that Stelco
would be entering bankruptcy
protection under CCAA. At the same
time, Stelco’s lawyers were delivering
the papers to Ontario Superior Court
Justice James Farley.
Bill Ferguson recounts what
happened that day:
“We were called down to Hilton
works to the main office. Rolf
(Gerstenberger, president of 1005)
and Scotty (Duvall, president of Local
•

5328) were with me. We walked into
the office and sat down. Colin Osborne
said, ‘as of this morning Stelco has filed
for CCAA. . .’ It was a very perfunctory
meeting.”
Now Stelco was in a position to
insist they were in bankruptcy. The
company claimed it had shortfalls
of $900-million in “employee future
benefits” and $1-billion in “unrecorded
unfunded pension liabilities”. Later,
news articles would refer to Stelco’s
“$1.3-billion pension deficit”. Then,
Stelco claimed that it would be out of
money by November ‘04.
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Stelco claimed insolvency for
political reasons. Because of the threat
that Stelco could stop doing business,
the company made it clear to the
provincial government that this $1.3billion dollars would land on top of

the Pensions Benefit Guarantee Fund,
which would not cover the deficit.
Stelco assumed that the province
would feel politically compelled to
make up the difference.

SCARE TACTICS
“I think the company saw the
opportunity to use the solvency
number to first scare the union and
second, to scare the province,” says
Ron Bloom. ”Stelco made sensational
claims through the media about the
company’s alleged financial meltdown,
including its fears of a “liquidity crisis”,
the potential
closure of
Stelco, and the
jettisoning of
pensioners to
the provincial
government.
The union
countered these
claims with a
news release
issued by Local
8782, stating
that consultation with respected audit
firm Deloitte Touche, as well as the
union’s own experts, resulted in the
conclusion that, if Stelco declared

insolvency because of labour costs,
it was wrong. The union decided to
challenge the company’s numbers
in court. The USW would not allow
Stelco to pass on the blame for its
financial woes onto the backs of
current and retired employees.
In a sworn affidavit, Bill Ferguson
picked apart
every one of
Stelco’s claims,
showing how
they were built
on thin air,
and how the
company was
about to turn
around, despite
its deficit. He
forecast that
Stelco would see
an increase in sales, and was poised to
benefit from increasing steel, including
spot, prices. It was an idea that almost
no one in the courtroom outside
•
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the union and the market analysts
believed.
Stelco had a worst-case scenario,
claiming that legacy costs would grow
to be $30 per ton of steel greater than
US competitors in the future. However,
Stelco was already claiming that legacy
costs were $60
Just to add to the climate of
per ton greater,
fear, Stelco also laid off Local an apparent
1005’s disabled workers.
contradiction.
This lack of
clarity caused the union to declare
publicly that the company’s zeal to
enter CCAA led to the creation of
creating misleading figures.
There were other examples of
apparent contradiction. Stelco said that

it “could” go bankrupt in the future,
not that it was bankrupt in reality.
Later, Stelco would take three months
to compile its third-quarter 2003
financial report, and claimed losses of
$500-million. This was seen as creative
accounting since $300-million of that
amount was what could be considered
“future potential losses”.
Stelco’s vice president of finance,
William Vaughan, claimed that
pension funding costs would more
than double from $41- to $91-million
annually by 2008, and that other
retiree benefit costs “might grow” from
$39-million to $50-million over four
years.

UNION CALLS COMPANY BLUFF
The union called him out. As the
Toronto Star reported, the union
showed that those figures were inflated
because they would only be true if:
every single Stelco worker claimed all
possible benefits after retiring; Stelco
went out of business; the pension fund
was shut down; and workers were
somehow not entitled to aid from
the Pension Benefits Guarantee fund
– something Stelco’s calculations failed
to mention.
• 10

Ferguson said in media interviews,
“Stelco is trying to use this process to
get around the collective agreements.
I don’t believe a word of what Stelco
claims.”
The union believed the company was
trying to pull a fast one. Local 1005
President Gerstenberger mentioned
that, according to Stelco’s calculations,
even if every single worker had worked
for free, Stelco would have gone into
debt according to its own figures.
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Clearly, either Stelco was lying, or
labour costs had nothing to do with it.
The locals agreed that Stelco’s current
problems were temporary, and largely

the result of steel dumping in 2001.
Just to add to the climate of fear,
Stelco also laid off Local 1005’s
disabled workers.

CCAA A LEGAL NO MAN’S LAND
– THE ‘WILD WEST’
the legal framework of the CCAA.
So, the first acts by the union were to
challenge the legitimacy of the CCAA
Though Jacobs had heard that Farley
in court. This was a murky time,
would “squash” his clients “like a bug,”
because CCAA was an old piece of
and that he could be brought before
1930s legislation, a legal no man’s land, the bar association for his advice,
a wild-west law left entirely open to
Jacobs said on the record, “I have an
interpretation by the judge, in this case obligation to my clients.”
Justice Farley.
A two-minute staring contest ensued
The courts
between Jacobs
and Stelco
and Farley,
tried to force
but in the
the locals into
end, Farley
negotiating
had to respect
under CCAA’s
the union’s
terms. Farley
decision.
confronted
“It was so
Jacobs in the
courageous,”
courtroom and
said Ferguson.
told him that
“Jacobs’ heart
as an officer
was there.
of the court,
He risked
Jacobs was
Justice James Farley
everything.”
obliged to tell
Justice James Farley
Bravery was
his clients to
only part of
participate in
the battle. The
11 •
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union kept trying to overturn Farley’s
CCAA ruling at the Court of Appeals.
The irony was that Farley got to rule on
his own ruling. In fact, Farley’s ruling
was handed down to the union in the

form of a 42-page, frequently illegible
scrawl on stationery from a hotel in
Dar es Salaam, known as the Golden
Tulip. It became known as the Golden
Tulip Decision.

VULTURES CIRCLE THE CARCASS
Everybody wanted a piece of Stelco,
and bondholders wanted the union to
sit quietly by while they tore up the
company in secret negotiations.
“The bondholders are financial
speculators,
It was impossible to ignore
says Ron Bloom.
how passionately the people “They buy these
of Hamilton were willing to
bonds, often
become involved to save
at very low
their jobs, their families, and prices. These are
their futures....
publicly-traded
securities,
so they buy and sell them in the
marketplace just like they do the
shares of the company. Some of them
bought bonds directly after Stelco filed
for CCAA.
“Right after the filing, the Stelco
bonds dropped in value dramatically.
People who buy them are speculators,
with hedge funds, and also what are
called ‘vulture’ investors. Basically,
what they do is they accumulate a
significant enough stake in a bond
• 12

that they can get what they hope is a
controlling interest in the outcome.
“That was their strategy and that’s
always their strategy.”
Refusing to back down, the
locals had already agreed amongst
themselves not to sign a confidentiality
agreement. The union locals were not
going to hide negotiations from their
members, and did not want to be
trapped in a media blackout.
National Director Ken Neumann
came forward and said that if the
federal government had updated
tariff protections to reflect these
circumstances, the threat to Stelco’s
solvency could have been prevented.
The steel crisis, he said, “is a failure of
leadership in Ottawa”.
“It has its roots in the flood of cheap
imported steel during 2000 and the
early part of 2001, when imported steel
took 44 per cent of the Canadian steel
market. And the Liberal Government
in Ottawa did nothing,” said Neumann.
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“For the first time in Canadian
history there is a challenge in the
courts against the CCAA. Our local
unions are saying ‘no’. We aren’t going
to play by the rules. We aren’t going
to sit still and passively accept the
fate pre-ordained for us by bankers,

corporate bondholders and so-called
restructuring experts.
“Together with the local unions,
the United Steelworkers will fight
for pensions, jobs and collective
agreements.”

TAKING IT TO THE STREET
Meanwhile, on the streets of Hamilton,
opposition to the company’s tactics
were expressed openly and publicly
in several mass rallies. At the largest
of these thousands of Steelworkers,
pensioners, their families and
supporters from the Hamilton
community filled up both levels of the
Hamilton Convention Centre.
It was impossible to ignore how
passionately
the people
of Hamilton
were willing
to become
involved to
save their
jobs, their
families, and
their futures,
against
actions that
Stelco tried to
keep beyond

The steel crisis has its roots in the
flood of cheap imported steel
during 2000 and the early part
of 2001, when imported steel
took 44 per cent of the Canadian
steel market. And the Liberal
Government in Ottawa did nothing.

the public
eye.
While
pushing
forward
USW National Director for Canada
on the
Ken Neumann
challenge
to CCAA,
the USW also waged a battle on the
labour relations front. Early in the
process,
Farley had
removed
sections of
the collective
agreement.
Local 8782
was the
first up for
bargaining.
It was at this
point that the
locals made
a strategic
13 •
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decision that would have a farit, “We had a legal strike mandate and
reaching impact on the CCAA process. we would use it to take care of the
The union believed
CCAA.” This was
a new milestone in
that it could tie its
the CCAA process.
re-negotiation of the
Instead of joining in
collective agreement
to its rights under
the concessionary
CCAA restructuring,
the Labour Relations
opposed by all the
Act (LRA). In other
Canadian locals,
words, they would
Locals 8782 became
shield themselves
the first union to
from the CCAA.
attempt collective
If the LRA was the
bargaining under the
USW Local Union 5220
shield, their sword
CCAA.
President Paul Perrault
was a strike mandate.
Or, as Ferguson put

PRESSURE STARTS TO YIELD RESULTS
In July 2004, after intense pressure
from the unions, including mass
meetings with the rank and file, packed
courtrooms and the willingness of
Local 8782’s membership to strike
if necessary, the court finally agreed
to carry out negotiations through
the Ontario Labour Relations Board
(OLRB). Included in the agreement
was the recall of all disabled
employees, or full redress, and a
compulsory 90-day notice if and when
Local 8782 was to call a strike.
Meanwhile, steel prices peaked at
• 14

$780 per ton in August, vindicating
the union’s position. Stelco’s thirdquarter profit of $58-million dollars
after restructuring costs proved to
the union that Stelco’s representatives
were full of something other than
honesty. Now it was time for the union
to step in and solve the crisis.
Throughout the summer of ‘04,
there was little movement by Stelco
to come to an agreement with Local
8782, whose contract expired on July
31. The reason was obvious: Stelco
wanted concessions but the local’s
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1,000 members voted unanimously not
to give a single one. Stelco was frozen.
The company knew that demanding
concessions from Lake Erie would lead

to a strike and, if there was a strike,
Stelco wouldn’t be able to raise capital
to get out of CCAA.

DEMAND FOR TWO-TIER PENSIONS,
BENEFITS, WAGES
drop its two-tier proposal or Local
Stelco tried another tactic when it
8782 would submit its 90-day strike
started a capital raising process. It
began to consider reviewing bids from notice. In a bizarre twist of events,
Courtenay Pratt promised to clear up
companies like Deutsche Bank. At
the matter. But when Perrault went
the same time, the company tried to
defeat the Steelworkers by demanding back to Edmonton to attend a meeting
where the proposal would be dropped,
a two-tier pension, benefit and wage
the local management said it was still
package from Local 5220 (AltaSteel in
Edmonton). Even though AltaSteel was there, and they had no intention of
taking any direction from the CEO.
not bankrupt, Stelco tried to flank the
Steelworkers by going after a smaller
Ferguson then submitted Local
Stelco subsidiary.
8782’s 90-day notice. All of a sudden all
hell broke
Paul
loose.
Perrault,
Stelco
president of
declared
Local 5220,
that it was
came to
going to
Hamilton to
lose its
meet with
biggest
the local
customer
presidents.
if Local
Together
8782 didn’t
with 8782,
l-r: Ken Neumann, Wayne Fraser,
rescind its
5220
Steve Hunt, Bill Ferguson
demanded
notice. The
negotiating
that Stelco
15 •
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committee of Local 8782 and Stelco
agreed to a deadline of negotiating a
collective agreement by November

19, the last and final date that General
Motors said it needed to have
assurances of supplies for 2005.

ENTER DEUTSCHE BANK
The capital raising process Stelco
was talking about turned out to be
negotiations with Deutsche Bank
(DB). At the same time that Stelco was
negotiating with Lake Erie, it was also
putting together a deal with DB.
At Lake Erie, Stelco tabled monetary
concessions, pension concessions and
benefit concessions. This led to loud
and arduous bargaining with the union
saying “no”. It was clear they couldn’t
reach an agreement and, as they came
close to GM’s deadline of November
19, the company tried a desperate
move. They brought in DB, with whom

• 16

it had been secretly negotiating, to tell
the union that Stelco would not ask
for concessions as long as the union
signed on to the DB deal.
Local 8782’s response was to listen
politely and then walk out the door,
telling the other locals that DB was not
the answer.
The DB bid became the “stalking
horse”. But the bid showed no
consideration whatsoever for the
pension fund.
“We saw the bid as an attempt
to satisfy the bankers and the
bondholders at the expense of the
pension fund,” said Ferguson.
Ken Neumann said the DB
arrangement was a “full-cash payout
to all the creditors, leaving the pension
fund undecided.”
This meant that pensions would
come second.
USW Ontario/Atlantic Director
Wayne Fraser said at that time, “The
union believes it is important for a
purchase to be done right, not to be

The United Steelworkers vs. Stelco Inc., bondholders and the courts

done fast.”
The union was convinced that the
DB bid was trash, especially since there
were going to be leans put on top of
the pension.
Bloom recalls, “There was going to
be money going out of the company
– huge amounts of money - to repay
bondholder debt. But at same time
they were saying, ‘woe is us, we’re
hopelessly insolvent’. On the other
hand, they were summoning up
the will to pay out huge dollars to
the bondholders, and they were
substantially disadvantaging the

pension.
“And so we began to raise hell about
that and alerted
the province,
The union believes it is
although they
important for a purchase to be
were obviously done right, not to be done fast.
aware of it,
USW District 6 Director
but we began
Wayne Fraser
to really raise
the issue of
what’s going on here? If the company is
healthy enough to pay out this kind of
money to bondholders, then it ought
not have this exemption.”

STELCO PLAYS THE GM CARD, UNION CALLS IT
Stelco was furious and hung its supply
contract with GM over the heads of
the union. Front-page headlines said
the company and the entire city was
going to be sent to the bottom if the
locals refused to get in line.
“There was a huge press blow-up,”
remembers Ferguson. “The Spectator
was running headlines like ‘On the
Brink,’ with a picture of a horrified
Courtney Pratt.”
The union had no interest in
playing games over GM, and Local
8782 reached out to the automobile
manufacturers. It organized a meeting

with GM to assure GM and Stelco of
labour stability and its willingness to
continue production according to the
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Labour Relations Act, even though
restructuring had placed everything
in a precarious position. The union
did the same with Ford and Chrysler,
whose response was very positive.
But Stelco representatives failed to
show up at the GM meeting.
“This
is truly
incredible,”
said
Neumann.
“We throw
Stelco a
lifesaver and
they throw it
back.”
At first,
GM was
interested in
hearing what
the union had
to say, but suddenly it went quiet. 8782

believed that Stelco had given the goahead to pull the plug to pressure the
union.
But it backfired for Stelco. Outside
of the supply contract, which had been
negotiated before steel prices rose,
GM still needed Stelco’s rare “body
exposed” steel, and actually had to pay
more than
it had to pay
previously.
Stelco
actually
made money
off GM’s
cancellation
through spot
market prices
by back-door
suppliers, and
the union
began to look
a lot better in the eyes of the media.

THE DB BID FAILS
The failure of the DB deal showed the
growing power of the union because
DB needed a labour contract with
the workers if the bid was going to
succeed. Stelco next changed direction
and began calling for general bids. But
at a time when many members in the
• 18

locals, their families, and their towns
feared for the future of the entire
company, the USW found an opening
towards solving once and for all the
underlying pension deficit that had led
Stelco into CCAA.
The winter had brought a new crisis
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and opportunity to the locals when the been developing Seven Principles
government stepped in and decided
of Restructuring in anticipation of
to end Stelco’s ability to draw upon
a buyer like DB being brought in to
the exemption. The government had
recapitalize Stelco. The idea behind the
no intention of being the excuse for
Seven Principles was that any potential
Stelco to escape debt obligations.
buyer of Stelco would have to agree
Government representative James
with the Seven Principles, or the union
Arnett criticized Stelco for milking the would not allow the deal.
exemption
The seven
when the
principles
company
were agreed
was actually
to by local
viable.
unions in
“Great
Ontario,
reliance
Alberta
was placed
(Local 5220
on Stelco’s
at AltaSteel
pension fund L-R: Rolf Gerstenberger, Bill Ferguson, in Edmonton)
Lawrence McBrearty (former USW
deficiencies
and Quebec
National
Director) and Scott Duvall (Local 3258
in Stelco’s
application
at Stelfil
for the CCAA
in Lachine
order,” he said. “It was clear that Stelco and Local 6951, Norambar in
expected significant compromises
Contrecoeur).
from employees and pensioners, and
“The strength of the campaign to
assistance from the government, in
save Stelco was the solidarity among
funding the pension fund deficiency.”
the locals in Quebec and in the rest of
This was no longer the case. The
Canada,” said Quebec Director Michel
revoking of the exemption meant that
Arsenault. “It was a unique cause that
Stelco now had a gaping unpaid hole
required a persistent and determined
in its finances with no legal protection. level of involvement and activism over
But this crisis also served as an
a long period.
opportunity to find a better buyer.
“The union wanted to ensure that no
Since the fall of ‘04, the union had
plants, and not a single subsidiary of
19 •
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Stelco, would be left behind to be sold
off without a
secure future
The Stelco story is important
or contract,
because it crosses the country
just to raise
and all three USW districts in
Canada. It involved every level cash for
of the union, from district to
bondholders.
national to international.
Everybody,
USW District Director even the
Steve Hunt locals not
under CCAA

protection, would be taken under the
umbrella of the Principles.”
USW Western Canada Director
Steve Hunt adds, “The Stelco story
is important because it crosses the
country and all three USW districts
in Canada. It involved every level of
the union, from district to national to
international. It isn’t just a Hamilton
story. It is uniquely Canadian.”

THE SEVEN PRINCIPLES OF RESTRUCTURING
q Stelco must be restructured as one company, not sold off

in parts;
q Restructuring must be accomplished without concessions
from our members or retirees;
q There must be plan to secure the pension benefits of our
members and retirees;

q The company must commit to substantial reinvestment

into the business and to continue to operate its facilities;
q The company must be financially structured in such a way
that it is viable for the long term;
q The company must have a business plan that allows it to be
successful and a management capable of carrying it out;
q The company must commit to work with the union and its
members in a constructive and respectful manner.
Wayne Fraser summed it up best when
he said, “It is high time that there is an
open and transparent process for the
restructuring of Stelco, one that puts
• 20

all parties on an equal playing field.”
Once Stelco opened itself for bids,
the union engaged in negotiations
with Severstal, USX, Algoma, and
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Steelworkers. It had first offered to pay
others. Parallel talks were also going
off the pension debt and the company
on with Stelco. Engaged in these
as a whole.
continual negotiations with Severstal,
the Ontario Teacher’s Pension Plan,
Being able to count several potential
and other potential buyers, were the
buyers, the locals discovered that all
bargaining committees of six of the
of Stelco’s suitors wanted concessions
seven locals who agreed to participate in one form or another. Even the
in this process.
promising Severstal bid had to be
dropped once it said that it could not
The union’s team included Ron
carry the post-retirement benefits
Bloom from the International Office,
plan.
USW Hamilton Area Coordinator
Tony DePaulo along
with the presidents
and negotiating teams
of all the Locals, with
assistance from Ken
Rosenberg and David
Jacobs.
At this time, Stelco
tried to prevent the
union from accessing
Lawyers David Jacobs and
bid details, though the
Ken Rosenberg
USW fought for, and
won, that right in court.
Severstal became an
appealing choice for the

STEELWORKERS INTRODUCE TRICAP
MANAGEMENT
But the Steelworkers had made other
plans. In the middle of a four-front,

quadruple-company negotiation
process, Ron Bloom came back with
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a proposal from Brascan’s subsidiary
Tricap Management. Tricap agreed to
the union’s requirement, which Stelco
said was impossible, of an immediate
$500-million down payment into the
pension fund, paying off the deficit in
five years at $300-million a year, with
no concessions.
Tricap met the Seven Principles
and appeared to want to hold Stelco
together.
“If
anybody
comes
up with
something
better, we’d
be happy to
entertain
that,” said
Ferguson,
“But at
this point,
Brascan’s the
only game in
town.”
Once the
union tabled
the Tricap
bid, the battle shifted to the defensive
for Stelco. It became a fight between
the Steelworkers pushing ahead, and
Stelco’s refusal to face reality. The
• 22

company became ‘intransigent’ – the
very word it had used to describe the
Steelworkers when the union refused
to play along – and Stelco’s answer to
Tricap was “no”.
Its refusal was not for any good
reason either, says Bloom.
“We would table political memos
and legal memos. We would constantly
barrage the process with information
and argument. And all the company
would say is
’no, it’s a bad
idea’. Why is
it a bad idea?
we asked.
‘Cause it’s a
bad idea’, they
would say.”
The USW
spent months
promoting
the Tricap
bid in an
effort that
included
rallying the
community
and
publishing ads in the media.
Management used delaying tactics,
but its bag of tricks was running nearly
empty.
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STELCO CRIES ‘WOLF!’ – AGAIN
In June 2005, the company said
material costs were rising while steel
prices were falling. The price of steel
fell below $540 a ton from $640 in
January. Even though Stelco made
a considerable profit of $49-million
between January and March after
shelling out millions in restructuring
costs, Stelco warned that profits would
be lower for its
next financial
statement.
Nobody
took the bait.
Stelco invited
Local 8782
to a meeting,
claiming that
it had received
an incredible
offer with
financing in
place, and
wished to
explain it to
the union.
After the 8782
delegation
entered the room with the company,
Stelco’s lawyers asked, “So what
do you want?” When the union
representatives told Stelco that they

had been invited to hear a briefing, the
lawyer said, “We’re
in listen mode.
Like a gambler who owes
We’re prepared
money to the mob, Stelco
to listen to any
pleaded with the court
problems you may to extend its bankruptcy
protection.
have, however
we’re just in listen
mode.”
Stelco’s
act was so
tired that
reporter
Naomi
Powell asked
whether
Stelco was
“dragging its
heels”. The
bankruptcy
negotiations
had
continued
for 15
months,
and Local
5220 in
Edmonton
renewed its strike vote on June 3. Like
a gambler who owes money to the
mob, Stelco pleaded with the court to
extend its bankruptcy protection. It
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also tried to derail the union’s Tricap
bid by saying it could match the offer.
That’s when the government said that
there had
[The USW is] wielding a heavy
better be a
hammer and nobody’s taken it
minimum of
away from them yet.
$400-million
Justice James Farley in the pension
fund if the

company wanted to match the Tricap
offer.
“Of course the company couldn’t
find anybody on Bay Street to match
it,” said Tony DePaulo. ” Brascan/
Tricap was becoming the de facto
stalking horse, much to Stelco’s
consternation.”

IMPOSSIBLE TO MOVE FORWARD
WITHOUT THE UNION

plan. In a surprise letter to Pratt and
The union’s determination had finally
Arnett, the government said that the
paid off. It was clear even to Judge
Tricap bid “addresses government’s
Farley that moving ahead in the
key concerns about
CCAA process would
finding a viable
be impossible without
restructuring plan
the co-operation of
and fixing Stelco’s
the Steelworkers. The
$1.3-billion pension
Hamilton Spectator
deficit.”
noted that it was
unprecedented in
The
steel bankruptcy
announcement
negotiations for a
suggested that the
USW District 5 Director
collection of union
Tricap/Brascan bid
Michel Arsenault
locals to come up with
was the only plan
their own restructuring
with potential. Even
plan and attempt
Judge Farley began
to impose it on the
to use Ferguson’s
company. But what happened next
trademark “Tricap is the only game in
would be equally unprecedented.
town,” slogan.
On July 18 ‘05, the Ontario
The next day, Farley completed the
Government backed the union’s Tricap
• 24
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one-two punch by officially slamming
in court Stelco’s reliance on the
pension contribution exemption. He
brought the gavel down on Stelco,
guaranteeing that the company would
not be able to rely on the exemption
after emerging from bankruptcy
protection.
“The whole dynamic of the case
changed when the province said the
exemption would not be available
upon emergence,” says Bloom. “What

clearly happened was that the interests
of the workers, and the interests of the
community,
became
The strength of the campaign
front and
to save Stelco was the solidarity
centre in the among the locals in Quebec and
case.”
in the rest of Canada. It was a

unique cause that required a
persistent and determined level of
involvement and activism over a
long period.
USW District 5 Director
Michel Arsenault

BATTLE STILL FAR FROM OVER
But the battle was far from over.
Events began to heat up again in the
push towards the Tricap deal. The
Steelworkers at Lake Erie were fed up
with the company’s stalling tactics and
refusal to negotiate a contract, as well
as its sabotaging of the Tricap deal.
On July 25 at Lake Erie, workers voted
overwhelmingly – 98 per cent – to
go on strike if necessary to force the
process.
The union issued its 90-day strike
notice and Ferguson said the only way
to call it off this time was to reach an
agreement.
As Farley said, “[The USW is]
wielding a heavy hammer and

nobody’s taken it away from them yet.”
The Spectator described the
situation like this: “Lacking a contract
since the summer, the strike has been
the union’s most effective tool.”
After talks fell through over and over
again, even the Stelco court-appointed
mediator began to side with the
Steelworkers.
The Ontario Government made it
clear once again that the exemption
was gone, and Judge Farley pressured
Stelco into accepting that fact and get
on with it. Tricap was still the only
game in town and the Stelco Board
of Directors was slowly beginning to
realize there was nowhere else to go.
25 •
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Finally, after intense negotiations
with Tricap, the union, the
government and Stelco, the Ontario
Government offered a $100-million

loan towards Stelco’s restructuring
provided that it went into paying off
the pension deficit.

DEADLINE REAL AND FINAL – ANGRY JUDGE
It came with strings attached,
including a collective agreement with
the locals who had open contracts.
Judge Farley ordered a deadline of Sept
21 to which the parties had to all agree.
The Ontario
Government
11 p.m. was the witching hour.
assigned a
Farley had orders to put us into
team from
receivership…It was the night of
the Ministry
the 23rd…and he was waiting at
of Labour
Osgoode Hall. We were counting
down the clock in hard bargaining. to aid in the
negotiations
We got the deal done at 10:55.
Bill Ferguson between the
union and
company.
At this time serious negotiations
between all the parties were occurring
simultaneously. AltaSteel was
negotiating with 5220. Stelco was
negotiating with 8782. And Mittal was
negotiating with 5328, whose contract
was up as well as the Quebec locals.
True to its word, the Steelworkers were
going to make sure everyone would
come out with at the very least no
concessions and an opportunity for a
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better future.
On Sept 21 Stelco asked for an
extension beyond the 24th, saying
that it couldn’t come to an agreement
with the union and it needed more
time, Judge Farley got angry and said
no, warning that it would be over
by 11 p.m. on Sept 23rd or it would
go “splat”. He ordered the talks to
continue until midnight on the 23rd
and he would be waiting in his office
to hear the news. This was a tense time
for all involved.
Ferguson recalls these final Stelco
negotiations well,
“We went back into hard bargaining
again, and none of us have had any
sleep. So we’re catching a sleep here
and there on the floor. Now, 11 p.m.
was the witching hour. Farley had
orders to put us into receivership…It
was the night of the 23rd…and he
was waiting at Osgoode Hall. We
were counting down the clock in hard
bargaining. We got the deal done at
10:55.”
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IT’S A DEAL
At the 11th hour of Sept 23rd, Stelco
Everyone was taken care of and
and the unions achieved a labour
the pension plan was to get a $400agreement, which included wage
million injection upon leaving CCAA.
increases and, for Alta Steel, pension
Through the solidarity and the unity
increases. History was made that
of all the locals, from Quebec to
night. Protection under CCAA was
Alberta, the resources of the Districts
extended until October 4. After 20
3, 5, and 6, with both the National
months of bargaining, just minutes
Office and the International Union,
before the deadline, two tentative
the Steelworkers made history in a way
collective agreements were established. that Steelworkers could feel proud to
achieve.
One by one, throughout the entire
process, the union had established
As Wayne Fraser recalls, “I guess
each of its principles, and the company the one other point that’s important to
had to
emphasize
accept
in terms of
them one
why we’ve
by one,
succeeded
slowly,
is that we
until it
combined
became
what I
clear
USW District 6 Director Wayne Fraser, with think are
that any
the two
International President Leo W. Gerard
deal that
best things
received
about our
the union’s
union: a
endorsement had to involve the
tremendous array of sophistication
Steelworkers.
in all arenas, including collective
bargaining, legal and financial,
Local 5328 (Stelwire) reached an
with a tremendous amount of
agreement in principle with Mittal,
communication and involvement out
which included no concessions, and
of our rank and file.
workers in the wire division were
offered pension top ups by Mittal.
“The Steelworkers in Local 8782
27 •
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are really the heroes. They were
the members and the retirees whose
with this every step of the way. They
pensions we protected. And that’s what
understood what they were doing,
it’s all about.”
they understood why
The eleventh-hour
they were doing it, and
negotiations yielded
I think the combination
the first collective
of the international
agreement to achieve
union and the depth of
increases under CCAA.
its experience, together
But was it time for
with an incredible rank
Steelworkers to uncork
and file machine really is
bottles of champagne
the reason that we were
and rejoice? There was
able to succeed.
only one hurdle left
Scott
Duvall
now - the bondholders
“I mean we really
who were infuriated
put forward what was
that Stelco endorsed the
best for the union. But
Tricap Deal.
ultimately, the victory belongs to

THE BATTLE OF THE BONDHOLDERS
The Steelworker negotiators, like
Bloom, have bitter memories of what
came next.
“In court you could see that
especially the bondholder
representatives treated the Tricap bid
as if we were committing a sin against
humanity. I think they underestimated
us. They were so secure in their edifice
and with their multitude of lawyers
and the way the court system worked.
They just couldn’t believe that we
could actually pull it off.
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“And when we secured the province’s
backing for the Tricap bid, they were
just blown away, like how could the
province do this? They treated it like
it was a betrayal. Yet, all the province
was doing was making a business
judgment on behalf of the people of
Ontario.”
Now, the USW was facing its
last, and toughest opponents: the
bondholders.
“They were the “slipperiest oily little
dickheads you’ve ever met,” said Scott
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Duvall. “A bunch of young kids, for
the most part, they were angry about
exclusion from the Stelco/union deal,
and felt that the $400-million pension
down payment was ‘excessive’.”
For the bondholders, it was not
supposed to happen this way. They
wanted the pension money in their
bank accounts. The Steelworkers were
supposed to cower back helplessly
while the New York suits cleaned the
cash from their pockets and ran off
with it.
These bondholders, such as the
Wexford Capital Opportunities
Fund, did not want the Tricap plan
to succeed
because it
would convert
their shares
into common
stock, offering
“no security
in the case
of another
bankruptcy”.
Unlike the
Steelworkers,
who were in
the game to
prevent another bankruptcy situation,
the bondholders were happy to cut
and run, and came up with a plan that
would have left the company with a

further $200-million in debt. The USW
believed that the creditors wanted to
bleed the company dry and leave it
dead to satisfy their greed.
In a winner-take-everything game,
thousands of
I think the combination of the
pensioners
international union and the
could lose.
depth of its experience, together
The USW
with an incredible rank and file
engaged in
machine really is the reason that
a publicity
we were able to succeed.
battle,
District 6 Director
with a bold
Wayne Fraser
ad in the
Spectator
showing the virtues of the union plan.
“We will never
give up,” the
bondholders
said, “because
we didn’t
invest in the
company
to buy junk
bonds.”
They were
jockeying for
a head-on
collision, but
the union
could play chicken as well as the
bondholders. While the bondholders
could grab enough of Stelco’s debt to
give them a veto over the process, the
29 •
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union made it clear that it was holding
the cards, and was willing to push for
the sale of Stelco if the bondholders
refused to co-operate.
The bondholders stood to gain more
from the company’s old plan, and by
extension, the Tricap plan, than an
outright liquidation. Going with a
refinancing plan like Tricap would
have meant the difference between 66
cents on the dollar, instead of 17-33
cents if Farley dropped the axe. The
liquidation might have involved the
sale of the more modern Lake Erie
works, and the closure of Hilton.
The union kept up its public efforts
and on November 7 2005, held the

“Stand up for Stelco” rally at City
Hall. Even the City Council and the
Hamilton Spectator endorsed it. The
whole community by now was onside. Hamilton Mayor Larry Dianni
and city councillors spoke in support
of the Tricap plan. Naturally, the USW
District 6 and local executives were
present with many speakers.
Many of the speakers painted the
bondholders as a greedy group of
robber barons who only wanted their
unreasonable demands, while leaving
thousands of pensioners to starve. The
battle with the creditors was also seen
as between Hamilton or Canada and
faceless New York bondholders. Leo
Gerard called it “a fight between Wall
Street and Main Street”.
At the same podium
that Courtney Pratt
spoke in support of the
plan, Gerard delivered a
scathing indictment of the
bondholders, calling them
“Gucci-shoed, latte-drinking,
pocket-picking, pensionrobbing, money-grubbing
bastards”.

Bill Ferguson being interviewed
in front of courthouse.
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CITIZENS VS. SUITS
Everybody in town wanted a solution.
The honest, hardworking people of
Hamilton were pitted against faceless
men in suits, and some uncertainty
still lingered in the air. But up to
2,000 people filled the square, and
with representatives from all levels of
government, the entire community
appeared to be backing the plan.
Having convinced the Ontario
government to adopt the Tricap plan,
which then made Stelco comply,
the six locals had now succeeded in
gaining the support of the municipal
and provincial governments. It seemed
as if everyone was in favour of the bid,
except for the bondholders.
Stelco set a November 21 deadline
settle the bondholder issue, and the
USW urged the bondholders to get on
with it and take the deadline seriously.
At this crucial November 21
meeting, a new Plan of Arrangement
was agreed upon. The Plan included
a $400-million immediate down
payment into the pension plan. After
what Ferguson called a “cliff hanger”,
the USW and locals congratulated the
provincial government and the city of
Hamilton for their support, and the
bondholders for their co-operation.
“We are confident that this

agreement clears the path out of
insolvency,” said Duvall, “It’s days like
today that make me proud to be a
Steelworker.”
Some malcontents Gerard delivered a
scathing indictment of
amongst the
the bondholders, calling
bondholders held
them “Gucci-shoed, latteout and attempted
drinking, pocket-picking,
to force Judge
pension-robbing, moneyFarley to step down grubbing bastards”.
because of his role
in securing the
November 21 agreement. Because of
the controversy over the agreement,
Farley allowed Stelco to extend its
creditor vote on the plan until Dec 9
and its bankruptcy protection to Dec
12.
Slowly, the holdout group came to
understand that they were risking an
enormous amount for a small return.
The union always had backup plans,
where it could, if it had to, eventually
force its will on the bondholders
through the court. Time had shown
that the union had built a lot of
credibility with the court, and were not
just a bunch of naysayers.
After the union, company, and
bondholders played another game
of “chicken” over the vote, on Dec.
9 the bondholders finally agreed to
31 •

How the Wild West was Won - A story of power, politics and capital

a Stelco proposal that increased the
equity guaranteed to bondholders.
They had changed their minds on an
earlier criticism
and rejection
We are confident that this
of equity, after
agreement clears the path
out of insolvency. It’s days like Arcelor bid
today that make me proud to billions of dollars
on Dofasco,
be a Steelworker.
USW Local Union 5328 showing just how
President profitable steel
Scott Duvall companies can
be. It also helped
that the Ontario
government chipped in another $50million to sweeten the pot.
The bondholders now voted a
whopping 78 per cent in favour of

approving the plan. The amended
plan preserved the $400-million
pension down payment demanded by
Steelworkers and, most importantly,
the union made no concessions.
Spectator articles on that day
described how everyone, including
workers and pensioners, were relieved
at the results.
As expected, the shareholders
continued to hold out, and appealed
the judge’s decision. Their court date
was set for Jan. 17, 2006. That month,
Farley would sanction the Tricap
plan. At the time of this writing in
August ’06, the Tricap plan is being
implemented.

(ALMOST) ABSOLUTE VICTORY
In the end, only one of the seven union
principles was modified.
“We had to make some
modification,” said Duvall “At the end,
we knew the finishing plants were in
trouble and nobody was going to put
any money into them.
“But we ended up with a three-year
agreement with Mittal. For two years,
Stelco hid behind the CCAA process
but in the end at Stelwire, we got every
grievance paid for and we got our
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pension plan topped up by the new
owners out of Stelco’s purse, too, from
the selling price.
“Stelwire is on its way to being
profitable, and the old management
clique is gone, broken up by the new
owners.”
“Over the long and winding road to
winning the day at Stelco, literally tens
of thousands of media stories followed
the restructuring process,” says Wayne
Fraser. “And regardless of the right-
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wing analysts’ propaganda, business
reporters knew they couldn’t follow
the story without us.
“We appreciate the support that
came to pass, but we think it’s high
time that the anti-union rhetoric has
to stop and our critical role in society

needs to be recognized.
“Our union is in the game for the
long haul and we will do whatever it
take to save industry for the benefit of
our members, their families and their
communities. And we know we can do
it without concessions.”

L-R: Peter Liebovich, Mark Talbot,
Rick Preston, Bill Ferguson
Local 8782 Negotiating Committee
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