
As in the 1980s, workers are beingoffered shares in the companies inwhich they work. In the 1980s thepromotion of Employee Share OwnershipPlans (Esops) by SA management formedpart of an American idea to promote workerparticipation and what Anglo’s groupindustrial relations and public relationsconsultant Bobby Godsell at the time saw asan effort to ‘democratise’ the workplace.Former researcher at the Labour andEconomic Research Centre Judy Maller (andauthor of Esop’s Fables) explains in SALB 12(8) that Esops were promoted bymanagement not because they wanted to encourage worker participation in

decision-making of the company, ‘but mainly because trade unions became toopowerful for management to resist anylonger.’In the UK this initiative was seen, shesays, as an important part of (Margaret)Thatcher’s aim of making ‘every worker acapitalist’. Esops appeared to take off in SAin the mid to late 1980s as employerssought to find new ways of improvingproductivity. Whilst the debate around theintroduction of Esops hotted up by 1987only an estimated 24 SA companies hadintroduced such schemes. The most talkedabout companies included Anglo American,Pick ‘n Pay and Samcor.

EARLY SCHEMESUK economist Ben Fine argued in a NationalInstitute for Economic Policy (Niep) paper onEsops in 1997 that the coming demise of theapartheid system provided the stimulus toEsops in the late 1980s. ‘It was felt necessaryfor capitalism to be disassociated fromapartheid,’ Fine says. Not surprising, as part ofits strategy to incorporate workers, AngloAmerican was at the forefront in promotingEsops as the mining sector was viewed toform an integral part of both the capitalistand apartheid systems.Anglo American (and De Beers) introducedEsops after the 1987 miners strike. It did notmeet with much support from mineworkers
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In 1987 then general secretary of the National Union

of Mineworkers (NUM) Cyril Ramaphosa said Anglo

American’s employee share ownership scheme

(Esops) ‘stinks’. Less than ten years later Ramaphosa

and his former comrade in NUM Irene Charnley

launched a campaign in Johnnic to encourage the

purchase of shares. In another twist in the tale, his old

union this year tabled a demand to Harmony to

introduce Esops. What has changed since the 1980s

when unions – those mainly affiliated to Cosatu –

were negative and suspicious about such schemes?

The Labour Bulletin looks at Esop in relation to black

economic empowerment (BEE).

Esops
capitalist sacrifice or

a poisoned pawn?
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and the union who, at the time, saw thedemand for a minimum wage as being moreimportant. Concerns were also raised as to themanner in which the scheme was introduced.Reports from union officials at the timeindicated that the company did not consultthe union properly. The Anglo scheme initiallyinvolved the granting of five shares to anyemployee with more than two years service.Each share was worth R60 while the totalnumber of shares awarded to workers at theend of the roll-out process would amount to4% of total shares issued. Fine said that ayear later Anglo announced: ‘Our objective isnot only to broaden ownership of AngloAmerican, it is to enable people who mostlyhave not had the opportunity to accumulateeven modest wealth in the past, to obtain atangible stake in the free enterprise systemand through that in the prosperity andprogress of the country.’

Fine argued that Anglo’s interest inadvertising its Esop scheme on aninternational stage reflected an attempt topresent the SA company in a morefavourable light in view of thecondemnation of apartheid.Various other types of schemes wereexplored such as the setting up of atrust/fund on behalf of employees, whichwas used to buy company shares. ‘Thismeans that employees collectively own acertain number of shares and electspokesmen to represent them atshareholders’ annual general meetings. Fordhas recently offered Samcor workers thisoption of collectively owning andadministering 24% of Samcor’s shares’. Ford,when it disinvested from SA in the 1980’s,donated a 24% equity (R100m) to workers’trust fund plus $2m for a community trust.The share scheme sparked off a strike at

Samcor as workers rejected the initiative.Other disinvestment options included thedeal proposed by Standard Chartered Bankwhen it divested of its subsidiary StandardBank Investment Corp. Retail outlet Pick ‘nPay introduced another type of Esop schemewhich formed the subject of somediscussion in SALB 12 (8). Maller argues that at the time Esopswas considered by some companies as away of drawing black South Africans intothe benefits of capitalism. However, fewblacks were at the receiving end of‘capitalist rewards’. In addition, a criticalpart of the failure of this strategy was thescepticism expressed by the unionsregarding the ‘supposed benefits to begained by workers’. Fine argued that theEsops introduced during the 1980’s weremainly motivated because of ideologicalreasons
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UNION REACTIONThe introduction of Esops posed seriouschallenges for the labour movement. TheCosatu affiliates were generally negativetowards Esop’s. Maller said unions weremore concerned about improving real wagelevels. What was the point in discussing suchschemes when actual incomes were verylow? ‘When unions state that they want ashare of the profits they mean a bigger shareof the total revenue must go to the livingwage.’ Former Cosatu general secretary JayNaidoo (now in business) argued in 1986:‘We’re essentially opposed to the idea ofEsops. Fundamental issues must be redressedfirst. We’re struggling for a living wage nevermind considering buying shares which wesee as perpetuating inequality.’ The Pick ‘nPay scheme did not appear to have thedesired results of being, as managementdescribed, a ‘tremendous bondingmechanism in the company’. (see box) Fine said from the outset the unionsattempted to hold to a position ofrecognising Esops as of limited significancewith suspect motives and pushed for ascollective a form for their implementation aspossible, rather than favouring schemes thattargeted individual workers. ‘Unions were notalways able to command the unified supportof their membership which understandablysought more immediate andindividualistically based payments. Thus, asparticularly brought out in thedisinvestments from Samcor by Ford, Esopscan prove extremely divisive.’Yunus Mohamed argued in SALB 14 (5)that the introduction of the schemes posednew problems for unions as they were oftenintroduced without consultation with theunions (a similar process is taking place nowunder the banner of BEE). He argued thatthe issues ‘are not about Esops versus aliving wage campaign neither are they aboutsocialism via participation versus socialismvia militant trade union action. The realissues are about managements’ drivetowards increasing productivity and control

on the shopfloor, erosion of workers rightsand the enforcement of corporate dictatorialpowers, undermining of trade unionorganisation and the creation of a docile andresponsible worker.’ A critical issue he raisedis that the debate around Esops highlightedthe necessity for union structures to be ableto understand and fight these initiatives. Broadly, Esops were viewed at that timeas being inappropriate ‘in a context wheremost black workers’ did not earn a livingwage and would have been better off withhigher wages than a share of the company.Has the situation changed 20 years downthe line?
CURRENT ESOPS INITIATIVESFine argues that after ‘a blaze of publicityand debate, the matter fell quiet again’, untilEsops began to resurface again in the late1990s. It, Fine said, was not difficult to seewhy: ‘Whenever a capitalist economy, evenan individual firm, is going through a majorperiod of change, it necessarily faceschallenges from the labour movement andpossibly other sectional interests. These haveto be accommodated both materially andideologically. How this is done depends uponthe strengths and strategies of thecontending parties.’The re-emergence of discussion aroundEsops in SA is taking place in a differentcontext to that of the 1980s. The contexthas changed to the extent that it is not thefact that capitalism is under threat (becauseof the challenges against the apartheidstate) but rather how to ensure therestructuring of capitalism (stakeholdercapitalism) in the following situations:• The privatisation and restructuring ofstate assets, which has resulted, in someinstances, in the issue of shares offered toworkers. For example, Telkom;• Trade unions have built up formalownership of assets in the form ofpension and other funds;• Corporate restructuring and unbundling;• The process of black economic

empowerment (BEE)The previous Labour Bulletin (Vol 28 (4))began to discuss how the renewed drive toachieve BEE could impact on unions.Cosatu’s central executive committee (CEC)met at the end of August to further debatethe issue of BEE. Discussions focused on theinvolvement of unions in the formulation ofsectoral BEE charters which seek to endorsea broad-based approach to BEE and relatedto this is the move by companies to urgeunions and/or workers to buy shares as aform of black ownership as was reflected inthe KWV deal. The discussion documenttabled in the CEC stated: ‘Cosatu has longbeen dubious about the emphasis in the BEEprocess on expanding black ownership andcontrol of formal companies. But the statehas thrown its weight behind the process. Inthese circumstances, Cosatu supportscollective ownership by workers – whetheras employees, through pension funds orthrough unions – over individual ownershipby new capitalists. Nonetheless, the processposes very substantial risks for unions.’One of the risks identified in thediscussion document is managing processesaround worker ownership of any kind.Companies’ efforts to sell shares to blackowners have led them to court workers andunions. The question of Esops will bedebated further at the next Cosatu CEC inNovember together with an evaluation ofthe state of union investment companies. 
UNIONS FACE ESOPS CHALLENGEIn view of past concerns around Esops howare they to be understood now? Unions findthemselves in a catch 22 situation. Thecurrent environment – where more and moreBEE deals are including Esops as part of theirattempts to get mass credibility - mightforce unions to engage whether they wouldlike to or not. Esops are being introducedwith or without union involvement. If unionsdecided to oppose Esops, this might not besufficient to prevent union members fromaccepting individual share offerings, as was

‘Whenever a capitalist economy, even an individual firm, is going through a major period of change, it necessari-
ly faces challenges from the labour movement and possibly other sectional interests. These have to be accom-
modated both materially and ideologically. How this is done depends upon the strengths and strategies of the
contending parties.’
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the case during the demutalisation process.Cosatu opposed demutalisation but some ofits members, who were policyholders,accepted shares offered to them. There arealready a number of Cosatu affiliates thathave begun to develop positions aroundEsops.The NUM, as early as 2003 passed aresolution on Esops as ‘the foundation forensuring that workers are able to derivematerial benefits from the BEE process andcontribute significantly to thetransformation and development agenda ofthe country.’ The union resolved to:• set up an employee share ownershipinvestment trust• ensure that shares are not tradable for 5year• negotiate and ensure that 10% ofcompany shares are disbursed to thetrust• enable workers to buy additional sharesout of the dividends paid over the first 5years• to negotiate profit share schemes as afurther source of revenue for employeesto buy shares• to ensure the trust would buy and sellinvestments to consolidate workerownership in high performing companies• ensure share ownership would entitleworker nominated representatives to siton company boards.By the union’s special national congress thisyear, it had resolved to table proposals withsome mining houses to start the process ofnegotiations on Esops.Former trade unionist Gavin Hartford,who has explored various models to ensureEsop benefit workers, believes companieswill implement Esops unilaterally if noengagement takes place. He believes Esopshold both opportunities and risks for unions.Opportunities, he says, include themanagement of Esops to promote savingsand combat worker debt. Effectively, Esopscould provide a new saving vehicle forworkers as well as provide a vehicle toaccess a whole range of benefits. Suchinitiatives could ensure the accessing ofrevenue for the union to build independent

capacity (training union officials) whospecialise in employee benefits and Esops.There are other spin-offs relating to thepromotion of worker ownership and workercontrol and the strengthening of workerinformation and knowledge of theircompanies performance by having worker orunion representatives on company boards.Opportunities also exist in accessing theNational Empowerment Fund, which was supposed to fund the provision ofdiscounted shares for individuals in publicenterprises.Some in Cosatu are concerned about therisks especially in view of the current stateof the labour movement. One officialquestions whether ‘this is a horse we will beable to ride’. His overwhelming concern isthat such an initiative will swallow up thelabour movement with members becomingmore concerned about shares and returns ofinvestment rather than the activities ofunions. What then are some of the issues,which should be taken into account ifunions are to engage around Esops andwhat role should Cosatu be playing? • Should Cosatu be trying to co-ordinateinvestment activities and BEE deals asunions are being approached directly (notthrough their investment vehicles) to getinvolved as a partner in deals? This raisessome questions around whether technicalcapacity exists in both unions and thefederation to engage around these issues• From an ideological perspective, unionsare supposed to operate within the realmof solidarity while investments are aboutgetting the best deal, which might notalways be in the interest of the union orits members or those in other unions.• What impact would a shift in focustowards investments have on the unionand its members? To what extent willEsops change the culture of unions, ifthey have not begin to change already?Would this cause some confusion aroundroles and mandates and what about daily‘bread and butter’ union activities, willthey be neglected more than they arealready are? Could Esops not be used todestabilise unions? 

• What about keeping an arms lengthapproach by establishing a separatecompany (not along the lines of thecurrent union investment companies) todeal with investments and Esops for allthe unions and the federation? • Investment activities such as Esops orgeneral BEE deals, in or outside unions,require strict oversight, proper controlsand compliance with governanceprinciples. This has not always been thecase with the union investmentcompanies or transactions around workerprovident funds.• Unions need to evaluate what is reallybeing offered. How useful and effectivewould the allocation of a very smallnumber of shares be? Is Esops aboutcontrol or ownership or can it be usedmore effectively to leverage additionalbenefits for members? • Aside from technical capacity to engage(which is absolutely critical), what aboutthe capacity around education andcommunicating issues around Esops?Unions will have to be actively involvedin communicating and educatingmembers around Esops? What capacity isthere when basic union education issuffering?• Will issuing of shares undermine unionmilitancy?
CONCLUSIONThe current trend indicates that theintroduction of Esops will happen with orwithout union involvement. This does nothowever, make it easier for organised labour.In its current state Esops, if not managedproperly, could impact negatively on unionorganisation, solidarity and cohesion. Theprevious Labour Bulletin (28 (4)) highlightedsome of the negative tendencies, whichhave become more pronounced as thebroader culture of enrichment creeps intounion structures. The Esop debate cannot beignored and will have to take into accountlessons learnt from the union investmentcompanies and other ventures around theprovision of financial services to members –The Editor. LB

The current trend indicates that the introduction of Esops will happen with or without union involvement. This
does not however, make it easier for organised labour. In its current state Esops, if not managed properly, could
impact negatively on union organisation, solidarity and cohesion.
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WORKER OWNERSHIP OF SHARES AT PICK ‘N PAY - UNION COMMENT
Pick ‘n Pay's new employee share-ownershiptrust, in particular, is receiving considerablepublicity. By all accounts in the media, Pick ‘nPay's new proposed scheme is being projectedas a major advance for worker shopfloorwelfare and a step towards the creation of aform of industrial democracy. For the workers involved it is important toremove the tinsel and see what liesunderneath. Pick ‘n Pay's present share-ownership scheme is based on two criteria -all members of management automaticallyreceive shares and all employees whocomplete 10 years service also automaticallyreceives shares. Presently 16% (2 793) of the18 000 employees hold shares. There has beenno union involvement or communication withthe union regarding this scheme. Recently,amid much fanfare and publicity, Pick ‘n Payhas taken a decision to change this scheme bysplitting shares four ways.This will reduce the price of shares and thecriteria for eligibility has changed. Amount ofservice will be reduced to five years andemployees holding certain positions just belowmanagement level will automatically qualify.The money is being lent in the form of a trustand a board of trustees has been appointed.R25 to R30 million has been allocated to buythe shares. After five years service employeescan take up an option of buying out sharesdirectly from the trust. If they don't have themoney to do this shares will automaticallybecome theirs after 10 years service throughthe repayment of dividends into the trust. Thefollowing are some comments and analysis ofthis scheme.• The trustees of the new fund have alreadybeen appointed. Workers have not beengiven the opportunity to elect, or play arole in electing, representatives to thisboard.• It is unlikely that workers will be able tobuy their allocated shares after five yearsof service. This means most, if not allworkers, will only actually own theirshares after the ten-year period iscompleted.• The trustees will represent workers untilthey own their shares. Consideringworkers had no say in the appointmentthis raises the question of accountabilityof trustees to the workers they will

represent.• Individual votes, as shareholders willamount to a small percentage of the totalvote. Managing Director, Hugh Herman,has stated that if the company succeedsin increasing the share ownership by staffmembers to 50%, this would onlyconstitute a small percentage of the totalissued share capital of the company. • Workers automatically qualify to receiveshares and there appears to be noconsultation involved.• At no stage have there been negotiationsor consultations with CCAWUSA, themajority union in Pick ‘n Pay, on thismatter. This applies to the present schemeand the new scheme that Pick ‘n Payintends implementing.• The Executive Chairman, RaymondAckerman, in a television interview onOctober 5, 1987, was asked if the unionshad been consulted. His answer was "Yes,we have discussed this with the unions,not this time, but previously". This isincorrect.• In the same interview, Raymond Ackermanstated that "everybody loves the shares"and nobody has rejected offers of shares.Pick ‘n Pay has not carried out thenecessary process of consultation andnegotiation to know what shopflooropinion is. Workers have little idea of thenature of the share-ownership schemeand have been linked into the presentscheme automatically.• Ackerman has also stated that employeeshave indicated a strong need to have amaterial stake in the company.Considering the lack of properconsultation the accurateness of thisstatement is questionable. In assessing Pick ‘n Pay's new share-ownershipscheme it is important to draw a distinctionbetween ownership and control. It is alsoimportant to determine the main incentivesfor Pick ‘n Pay in wanting to introduce thisscheme. Ackerman has stated that the newscheme was motivated by experience inAmerica, the aftermath of the strike, which hitthe company last year, and the results ofattitudinal research among employees.It is clear that as individual shareholders,workers' participation in the decisions of the

company is not extended in a meaningful way.As minority shareholders they can no moreexert influence over the board of directorsthan as ordinary workers. In the union's viewthis scheme is designed to inculcate a senseof loyalty to the company without acceding astake in the company. In an attempt to avoidindustrial action and to boost workerproductivity in an ailing economy Pick ‘n Payhopes by giving workers shares in thecompany, it will make worker shareownersidentify with and feel a sense of commitmentto the company.Due to the nature of the scheme, a strongimpression is given that Pick ‘n  Pay wishes tobuy the loyalty and commitment of workerswithout actually giving them anythingmeaningful. Workers' ability to participate indecision-making will not increase when theybecome shareholders. The right to manage thecompany does not change in any way andday-to-day running of the company continuesas before.Ackerman has stated that he wishes to givemore employees a stake in the company. Thecompany's share-ownership scheme simplygives the impression of getting a stake in thecompany without this happening in reality. Itis not clear to what extent workers wouldbenefit in terms of hard cash. In the light ofshares being reduced to one quarter of theirpresent prices and the strong possibility thatworkers will only receive a small number ofshares, it does not appear that there will besignificant cash benefits for workersshareholders.After the wage strike at Pick ‘n Pay lastyear the union was questioned on its positionwith share-ownership. Emphasis was placedon present low wages and the urgent need togive this area priority. The union stated that itis essentially defending the living standards ofworkers, which are in crisis, and that workerswant a bigger share of the total revenue ofthe company to go into wages. With thepresent minimum of R490 per month in Pick‘n Pay the question of a living wage tops theagenda for CCAWUSA members.CCAWUSA will now be further discussingthe meaning and implications of ownershipschemes with its members at Pick ‘n Pay.
J Daphney, CCAWUSA, 7 October 1987.


