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Worker Buyouts Offer a Way o Reduce Plant Closings 

Jeremy Bree her 

When workers at Bridgeport Brass in 
Seymour beard that the company might 
be up for sale, they decided to try to buy 
the plant themselves through an em
ployee stock ownership plan. 

A feasibility study indicated that the 
wire mill, which employed 260 workers 
and was owned by National Distillers 
and Chemical Corp., could be profitable. 
Local managers helped develop a busi
ness plan and the owner agreed to sell to 
the employees. 

Today, employees run the plant demo
cratically. All members of the board of 
directors are elected. Each employee 
has one vote. The plant has invested in 
new equipment, raised productivity and 
increased profits. 

Many workers, faced with the threat 
of plant closings, want to try what the 
Seymour workers did. 

The state of Connecticut recognizes 

the importance of supporting local eco
nomic development. Each year it floats 
tens of millions of dollars in tax-exempt 
bonds to finance expansion for dozens of 
small- and medium-sized companies. 
Many Connecticut municipalities pro
vide development services, tax abate
ments and other incentives to attract 
and keep businesses. 

If government is to help combat plant 
closings and theit;- attendant costs, it 
makes sense to do so by aiding employee 
buyouts. The Connecticut . Legislature 
recognized this last year by creating an 
$8 million fund to reduce interest rates 
for employee-owned companies. But 
employee ownership efforts have met 
obstacles that additional changes in gov
ernment policy could ease. 

At Torin Machinery in Torrington, 
employees agreed to buy their company, 
but financing fell through and the com
pany was closed. 

A bill before the Legislature would let 
the $8 million already allocated for em
ployee buyouts be used not only for in-

terest subsidies, as at present, but also 
for loans for initial financing. Much of 
the money would returr.· to the state and 
could be used for subs uent loans. 

Sometimes, compan es have been put 
up for sale but the ow~ers have refused 
to accept their employees as potential 
purchasers or have sol,d to other buyers 
despite offers from their employees. 
This happened recently at a buyout at
tempt at AMF I Alcm•t in Waterbury. 
Legislation could giv~ employees the 
right of first refusal) or the right to 
match the highest bid

1 
when their com-

pany is sold. · 
ers threatened to close, the company, yet 
refused even to meet with an employee 
buyout committee. ! 

A possible solution 1in such cases has 
recently been develo1,ed in Pennsylva
nia, where nine mun~cipalities, includ
ing Pittsburgh, have formed the Steel 
Valley Authority. Th~ authority can is
sue bonds to buy indµstrial properties 
and broker deals between those selling 
plants and workers or/ other buyers who 

I 

want to keep them running. Most impor
tant, if a company refuses to negotiate, 
the authority has the power of eminent 
domain. 

Torin, Century and other companies 
that have been considered for employee 
buyouts have been so poorly managed or 
so thoroughly drained by the owners 
that they have been dropped by custom
ers who fear that products will be of 
poor quality or that the companies may 
go bankrupt. 

Preferential treatment for employee
owned companies in bidding on state 
and local contracts would help make the 
companies viable, especially in their 
early stages. From the state's point of 
view, support to worker-owned compa
nies has an advantage over similar aid 
to other companies, which might take 
the money and run, rather than use state 
money to maintain local jobs. 

An example is Century Brass, whose 
owners bought a company valued at $80 
million with $2 million in cash - and a 
$10 million loan guarantee put up by the . 

Connecticut Development Authority un
der pressure to save nearly 2,000 jobs. · 

In one year alone, Century's five Mp 
officials received more than $1 million 
in salaries, bonuses, insurance and re
tirement plan payments. Century alsQ 
purchased another company, all o~ 
whose selling stockholders were either 
Century officials or their relatives. To~ 
day Century is in Chapter 11 bankruptcy 
proceedings. Half the state-guaranteed 
loan has not been repaid and more than 
half the jobs that loan was supposed to 
save are gone. . 

It makes sense for the state to direct 
its economic development efforts 
toward employee ownership because 
employees have every incentive to ke~p 
their company a healthy employer and a 
productive part of the local economy.~ · 

Jeremy Brecher of West Cornwall is 
co-author of "Brass Valley: The Story 
of Working People's Lives and Strugc 
gles in an American Industr ia,l 

. Region." 
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