





CITY OF QUARTZ

sustain technological modernization. If Kaiser Steel squandered its once
formidable technical leadership, it was because, unlike the more single-
minded Japanese, it purposely diverted its cashflow into alternative accu-
mulation strategies.

In truth, Fontana and the other fifty-odd Kaiser enterprises were an
unwieldy legacy. After Henry ].’s retirement to Hawaii in the mid 1950s,
Kaiser Industries evolved as a family holding company with decreasing
hands-on affinity for the world of production. Orthodox financial manage-
ment, not heroic technical problem-solving, became the order of the day.
From this basically rentier perspective, Kaiser Aluminum, with its consis-
tently high profit margins, became the family’s darling. Kaiser Industries’
long-range planning focused on how to complement aluminum sales to the
Pacific Basin with other primary product exports. When, in the early 1960s,
the Japanese demand for steel began to soar (as a result of the first stages of
a ‘Fordist’, home-market-led expansion), Kaiser Industries (the major share-
holder in Kaiser Steel) was more concerned about sourcing this demand
with raw materials than with the future implications of expanded Japanese
capacity for international competition. Specifically for Kaiser Steel this
entailed a fateful diversion of its plant modernization budget to purchase
export-oriented iron ranges in Australia and coal mines in British Columbia.
Eagle Mountain was also expensively remodeled, with an elaborate pellat-
izing plant added to process iron ore for export to Japan. Thus, years before
US Steel’s notorious acquisition of Marathon Oil with funds coerced from
its basic steel workforce in the name of ‘modernization’, Kaiser Steel was
restructuring itself, with diverted capital 'improvements, to export
resources to its principal competitor, while allowing its own industrial plant
to become obsolete.®’

The Vietnam War — which jump-started the Japanese export offensive
— dramatically transformed economic relationships around the Pacific Rim.
In 1965 Japanese steel imports claimed a tenth of the US West Coast
market; by the war’s end, a decade later, nearly half the steel in California
was Asian-made and the state was officially included in the Japanese steel
industry’s definition of ‘home market’. Kaiser Steel made large profits
exporting iron and coal to the Japanese only to see these raw materials shot
back at them in the form of Toyotas and I-beams for skyscrapers. Together
with US Steel’s Geneva mill (still entirely open-hearth since USS’s plant
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modernization had been concentrated in the East), Kaiser Fontana could
supply barely half of Western demand, and they were constrained from
adding capacity because of their technological inability to compete at cost
with the foreign steel. Thus the Japanese, and increasingly the Koreans and
the Europeans as well, were able to confiscate all the Vietnam-boom growth
in Western steel demand. The so-called ‘trigger price mechanism’, adopted
by the Carter administration at Big Steel’s urging, only worsened the situ-
ation on the West Coast. Trigger prices were too low to prevent Japanese
imports and, because they were calibrated higher in the East, they actually
encouraged EEC producers to dump steel in California.®

In the meantime Kaiser’s vaunted labor peace was beginning to erode.
Over the years relations between workers and managers had calcified at the
shop level — a situation that was exacerbated by the recruitment of truculent
managers from Big Steel during the 1970s. At the same time the incredibly
complex formulae of the Long Range Sharing Plan continued to generate
pay inequalities that had already sparked protest in 1964-5. Workers
retaining membership in the older incentive scheme were winning pay
increases at a dramatically higher rate than participants in the general
savings scheme (a trend which also aggravated inter-generational tension
within the union). Likewise LRSP remuneration seemed arbitrarily detached
from individual productivity efforts.*

Faced with a new wave of rank-and-file discontent, the recently elected
president of Local 2869, Dino Papavero, called a strike vote in February
1972. The resulting 43-day walkout was the first ‘local issues’ strike — apart
from the two 1957 wildcats — in the plant’s history. Papavero, who clearly
visualized the import threat, hoped that the strike would be a safety-valve,
releasing accumulating tensions and paving the way for a new labor-
management detente. With the encouragement of the company, he
launched a plant-wide ‘quality circle’ movement in a last-ditch effort to raise
productivity to competitive levels. Although workers cooperated in
hundreds of improvements, management appeared to go along for a free
ride, refusing to implement the broad capital modernization program that
was necessary to save the plant. Moreover there was the traditional dis-
sonance between Local 2869’s priorities and the International’s goals. USW
Regional Director George White — as always, concerned about the impact
of Kaiser innovations upon Big Steel — opposed the workrule-weakening
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precedent of the quality circles. He was supported, moreover, by Fontana
rank-and-filers embittered by the long walkout and fearful of the loss of
hardwon seniority rights and clearcut job boundaries. In 1976 Papavero,
the main advocate of cooperativism in the historic spirit of the LRSP, was
defeated by a more confrontationist slate.”

The year 1976 was indeed one of bad omens. Steel profits had entirely
collapsed and Kaiser Steel’s net earnings were exclusively sustained by
profits from resource exports. The long delayed modernization program,
aiming at full conversion to BOF and continuous casting, was finally
launched, only to immediately encounter complaints about the plant’s role
as chief regional polluter. Since the 1960s Fontana had emerged as the
literal epicenter of air pollution in Southern California, and Kaiser Steel’s
huge plume of acrid smoke became indissolubly linked in the public mind
with the smog crisis in the Inland Empire.”’ (See map, p. 379.)

The actual situation was considerably more complex: aerial photo-
graphs taken by Kaiser during the 1972 strike, when the plant was entirely
shut down, showed no abatement in air pollution.”> Moreover many ex-
steelworkers still vehemently believe that the Kaiser pollution scare was
purposely manufactured by developers who regarded the plant — smog-
spewing or not — as a huge negative externality to residential construction
in the Cucamonga—Fontana area. As San Bernardino County’s West End fell
under the ‘urban shadow’ of Los Angeles and Orange County, developable
property values came into increasing conflict with the paycheck role of the
mill as leading local employer. Inevitably the pollution debate reflected
these divergent material interests. While developers became strange bed-
partners with environmentalists in demanding a huge cleanup at Fontana,
the Kaiser workforce joined with its management to protest the costs of
abatement. As one ex-steelworker put it, ‘Hell, that smoke was our
prosperity.’®?

In the event, Kaiser was forced to sign a consent decree with the
Southern California Air Pollution Control Board that mandated $127
million dollars for pollution reduction. This was more than half of the
modernization budget.”* Partly as a result — from 1975 to 1979 while
‘modernization’ was being implemented — the union was forced to accept
painful triage. Capacity was ruthlessly pared as older facilities were
scrapped, including the open hearth, the cold weld, pipe and cold roll mills,

412



JUNKYARD OF DREAMS

and, finally, the original BOF. The inefficient and polluting coke ovens, on
the other hand, were deemed too expensive to replace and were left intact.
Fontana, in quiet anguish, began to bleed away its future. Four thousand
younger workers — sons, brothers, and a few daughters — were laid off by
seniority. With the company reassuring them that the new technology
would restore price competitiveness, Local 2869 accepted partial
decimation as a necessary sacrifice to save the plant and the community of
steelworkers.”®

When, at last, the new Kaiser Steel chief, Mark Anthony, launched the
modernized facilities in an elaborate ceremony on 9 February 1979, he
proclaimed the company’s ‘rededication to making steel in the West’.”
But the new technology — including BOF 2, the continuous caster and state-
of-the-art emission controls ~ proved cruelly disappointing. Startup costs
were staggeringly over budget, and pollution from the antiquated coke
ovens continued to embroil the plant in battles with local and federal air
quality control agencies. In the face of this deteriorating situation, and with
the vaunted modernization program near shambles, Anthony was removed
and Edgar Kaiser, Jr. personally took the helm, advised by experts from his
family’s investment bankers, First Boston. Although company publicists
extolled the return of ‘Kaiser magic’ to active management, most workers
were skeptical.”’ Henry ].’s grandson was widely viewed as a ‘playboy’,
more interested in his toys, like the Denver Broncos, than in saving
California’s ailing steel industry.98

Mistrust became rampant as the Kaiser family’s real strategy was
gradually revealed. Years later Edgar Jr. confessed to an interviewer that,
despite all the promises to the contrary, he had been sent to Fontana in
1979 by his father as a liquidator:

We were both in tears. I knew what it meant. Nobody else saw it, but I knew what
T had to do . . . break up a lot of Steel. I sold off a lot of divisions of Steel. My first
day on the job was the prodigal son returning. I had to go out after 30 per cent of
the workforce at Fontana. . . . It sure wasn’t fun.”

The Kaiser family had in fact been engaged in negotiations with Nippon Kokan

KK, the world’s fifth largest steelmaker.'® The Kaisers wanted the Japanese to
take over Fontana while they restructured Kaiser Steel as Nippon Kokan’s
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resource supplier. This was, perhaps, the inevitable consequence of the
company’s long-term bias towards resources rather than steel products. But to
Oakland’s consternation Nippon Kokan did not take the bait as expected.
Instead, following detailed technical inspections of Fontana by its engineering
teams, the Japanese giant politely declined Kaiser’s offer.'"'

As Kaiser Steel ran out of cash and its stock plummeted on the exchanges,
a second merger deal was hastily confected and put on offer to Dallas-based
LTV. The negotiations collapsed in the face of the Volcker-Reagan recession
which plunged the US steel industry into its worst crisis since 1930.'> On
the West Coast, as explained in chapter five, local branch-plant manufacture
was swept away by a typhoon of Asian imports. At the very moment when
Fontana’s fate depended on an iron will to survive — as during Henry J.’s fight
to pay off the RFC loan after World War Two — the Kaiser heirs reached for
the financial ripcord. The cherished goal of a resource-oriented restructuring
was abandoned in favor of a staged liquidation of Kaiser Steel.

In order to keep Fontana temporarily afloat as an attraction to potential
buyers, and to drive stock values up to assuage panicky stockholders, the
Kaisers sold off the Australian ore reserves, the British Columbia coal mines,
and the Liberian ore shipping subsidiary.'”® Edgar Jr. withdrew as CEO in
1981 after, as promised, ‘breaking up a lot of Steel’.'®* The new managerial
team, after a few months of bravado about a ‘crusade’ to save the blast
furnaces, stunned the survivors of previous cutbacks with the announcement
that ore mining at Eagle Mountain and primary steelmaking at Fontana would
be phased out, while the modernized fabrication facilities were put up for sale.
Barely two years after their ceremonious ‘rededication’, BOF 2 and the
continuous caster were being written off as scrap, a $231 million loss.'®

Local 2869 mustered for a last stand, as best it could, but it had tragically
few friends or resources. A desperate move to trade wage and work-rule
concessions for job-protection guarantees was cold-shouldered by the company
before being vetoed altogether by the international.'® As horrified members
watched another two thousand pink slips being readied, the Local clutched at
the final straw of an employee buyout, an ‘ESOP’.'%7 British Steel, long
interested in finding a stable market on the West Coast for its unfabricated
steel slabs, signaled that it was ready to consider a liaison with a restructured
Fontana mill under ESOP ownership. Local 2869 retained the Kelson Group
as advisors and sent representatives to Sacramento to lobby Governor Brown
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and the Democratic leadership.'® In the event, however, Kaiser’s intransi-
gence about the ESOP frightened off British Steel, while government inter-
vention on behalf of Fontana — or, for that matter, of any of California’s
floundering heavy industrial plants — was ruled out by Jerry Brown’s new
entente cordiale with the California Business Roundtable.

Meanwhile, San Bernardino County leaders were divided over the
implications of the closure of Kaiser Steel. Having boasted for years that
Kaiser pumped nearly a billion dollars annually into the local economy, they
were anxious about the loss of so many paychecks. But apprehension was
balanced by delight at the thought of rising real-estate values and the
removal of the county’s principal environmental stigma. As a result, with
the exception of pro-union Democratic Congressman George Miller, the
local elites and politicos sat on their hands.

In the face of this inertia in the local power structure, Local 2869’s only
remaining hope might have been a militant community-labor mobilization
against shutdowns that allied Fontana with similarly threatened factories
and communities, like Bethlehem-Maywood, General Motors-South Gate,
or US Steel-Torrance.'” Unfortunately there was no tradition of com-
munication or mutual support between Southern California’s big smoke-
stack workforces. Moreover the international unions and the county
federations of labor tended to oppose any rank-and-file or local union
initiative that threatened their prerogatives. When the rudiments of such a
united front — the Coalition Against Plant Closures — finally emerged in
1983 it was too little and too late to save Fontana. At best, some of the
survivors managed to float a life raft: the Steelworkers’ Oldtimers
Foundation, which has helped unionists deal with the bitter aftermaths at
Fontana and Bethlehem.

THE UNSCRUPULOUS SUITORS

How Kaiser Steel arrived at this sorry state is an American tragedy.
Forbes''?

While Local 2869 was fruitlessly searching for friends in high places, Kaiser
Steel was like Ulysses’ wife Penelope: haplessly pursued by a hundred
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unscrupulous suitors. Despite the reluctance of other steelmakers to assi-
milate Fontana to their operations, there was no shortage of corporate
predators eager to stripmine the company’s financial reserves. Following
the sale of the offshore mineral properties, the company was temporarily
awash in liquidity — by one estimate, almost one-half billion dollars.'"’
Many Wall Street analysts believed that the plant was undervalued. With
shrewd management, they guessed that the modernized core could be
reconfigured as a profitable ‘minimill’, fabricating imported slabs or local
scrap.''? | :
While the new CEO (the sixth in seven years), Stephen Girard, feuded
with the Kaiser family over the terms of sale, desperate unionists and
stockholders looked toward San Francisco investor Stanley Hiller, who was
rumored to represent billionaire speculators Daniel Ludwig and Gaith
Pharaon. Hiller’s offer of $52 per share appeased the Kaiser family, but
Girard, trying to retain control over a cash hoard still estimated at $430
million, broke off negotiations. The Kaisers, backed by the union (which
believed it could interest the Hiller group in its ESOP concept), rallied other
large stockholders to override Girard.''’> By March 1982,7how7ever, when
Girard resumed talks with Hiller, the write-down costs of phased-out steel
facilities, originally estimated at $150 million, were admitted to be nearly
$530 million, including $112 million in employee termination costs. The
contingent liabilities in health and benefits for the laid-off workforce
seemed especially to overawe the Hiller group, who, to the consternation
of unionists and stockholders, abruptly retreated from the field on 11
March.'"*

The company promptly moved to claim tax write-offs by auctioning its
primary steelmaking equipment for scrap: a final blow that killed any hope
of an ESOP-based resurrection.''* In late October 1983 the last heat of
Eagle Mountain iron ore was smelted into steel; for another month a
skeleton crew of 800 (out of a workforce that once numbered 9,000) cold-
rolled the remaining slabs into coils, sheets and plate. At 4 p.m. on Saturday,
31 December, Kaiser Steel Fontana died.!'®

While thousands of Kaiser workers and their families mourned the
sinking of California’s industrial flagship, sharks in grey flannel suits circled
around the undervalued assets of Kaiser Steel, no longer hemorrhaging $12
million per month in operating deficits. The first to strike was corporate
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raider Irwin Jacobs of Minneapolis ~ known in the trade as ‘Irv the
Liquidator’ — who had become the leading shareholder after the withdrawal
of Hiller."'” Scared that he would simply ‘gut’ the company, Kaiser Steel
management swung behind the rival bid of Oklahoma investor J.A. Frates.
Then, as Forbes later reported, ‘Monty Rial suddenly appeared, uninvited
and unknown’, swaggering like a corporate Butch Cassidy, and brandishing
the high-powered law firm of Wachtell, Lipton, Rosen and Katz. Posing as
a coal baron from Colorado (though his holdings had never actually
produced a ton of coal), Rial dealt himself into the Kaiser Steel takeover
game by boasting that he could profitably restructure the company around
its billion tons of high-grade coal reserves in Utah and New Mexico.

What Jacobs and Frates didn’t realize, or bother to find out, was that
Rial was simply bluffing. While laying siege to Kaiser’s half billion dollar
equity, Rial’s ‘Perma Group’ was itself less liquid than some of the Fontana
bars in which the ex-steelworkers groused. According to Forbes, the ‘Perma
Group couldn’t even pay its copying bills. A local copy shop was pursuing
the company to collect a past-due $1,200, which Perma paid in twelve
monthly installments.” No matter: an impressed and incredibly gullible
Frates admitted Rial (‘it rhymes with smile’) as a fifty—fifty partner. In
February 1984 they outbid Jacobs to take control of Kaiser Steel, offering
$162 million in cash and $218 million in preferred stock.

The most viable sections of the Fontana plant were immediately sold off
— for $110 million (exactly the amount that Kaiser had borrowed from the
RFC in 1942) ~ to a remarkable consortium that included a Long Beach
businessman, Japan’s giant Kawasaki Steel, and Brazil’s Campanhia Vale Rio
Doce Ltd. In a mindbending demonstration of how the new globalized
economy works, California Steel Industries (as the consortium calls itself)
employs a deunionized remnant of the Kaiser workforce under Japanese
and British supervision to roll and fabricate steel slabs imported from Brazil
to compete in the local market against Korean imports. Derelict Eagle
Mountain, whose iron ores are five thousand miles closer to Fontana than
Brazil’s, has meanwhile been proposed as a giant dump for the non-
degradable solid waste being produced by the burgeoning suburbia of the
Inland Empire.

While Fontanans were trying to absorb these strange economic
dialectics, Rial — the guy who couldn’t pay his xerox bill ten months before
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- was wresting control of the company from Frates (and transferring its
headquarters to Colorado). His method of financing the takeover was
ingenious: he sold to Kaiser Steel, at incredibly inflated prices, additional
coal reserves which he owned and which it scarcely needed. The impact of
the two back-to-back leveraged buyouts was little short of devastating. The
original half-billion-dollar cash hoard was reduced to $500,000 as the
raiders ran away with their spoils.''® Moreover the company was hope-
lessly saddled with new, and utterly unnecessary, debt. As the rest of the
business press was celebrating the contribution of corporate raiders to
making the economy ‘leaner and greener’, two Forbes journalists saw a
different moral in the story of Frates and Rial looting Kaiser Steel without
spending a penny of their own money:

Frates staged a classic, no-money-down, 1980s takeover. Kaiser Steel changed
hands for $380 million. Where did the money come from? Not from the pockets
of the people doing the takeover. The Frates Group used $100 million borrowed
from Citibank and $62 million of Kaiser’s own cash to pay $22 a share to Kaiser’s
stockholders, and gave them $30 [face value] of preferred stock for the rest of the
price. Thus, for $162 million that wasn’t his and $218 million of paper in the form
of Kaiser Steel preferred, Frates took over the company. Naturally, Frates took
millions of dollars in fees and expenses, so his net cash investment was less than
nothing.

[To buy out Frates] Rial traded illiquid assets to Kaiser for land and cash. . ..
Kaiser shelled out $78 million for the same Perma assets Frates valued 18 months
earlier at only $65 million. What’s more, because the SPS [coal contract] was valued
at only $12.2 million this time around, the value of Rial’s coal properties must have
risen to $65.8 million — a 65% increase. . . . When the dust settled Frates had $20
million of cash, a $5 million near-cash receivable . . . and $15 million of Kaiser land.
.. . Rial hasn’t stinted himself, however. He took $2.4 million in salary last year.l 19

Rial’s swashbuckling depredations finally provoked a backlash from
Kaiser Steel’s preferred stockholders who allied themselves with Bruce
Hendry, the famous scrapdealer in distressed companies (he had previously
picked over the remains of Erie-Lackawanna and Wickes).!? Forcing Rial
aside as CEO in 1987, Hendry proposed to rescue the stockholders’ equity
at the expense of the ex-Kaiser workforce. Borrowing a leaf from Frank
Lorenzo, Hendry plunged Kaiser Steel into a chapter-eleven proceeding in

order to liquidate worker entitlements.
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‘LIKE TOKYO IN 1945’
Ruins of Kaiser Steel, 1990
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During the shutdown in 1983, workers had taken some solace in the
assurance that cash-rich Kaiser, unlike some bankrupted Eastern steelmakers,
would always be able to honor its obligations. Now, four years later, six
thousand outraged former employees watched as Hendry cancelled their
medical coverage and pension supplements, while tranSferring part of the
burden of their pension funding to the federal Pension Benefit Guarantee
Corporation. In order to deflect worker anger, he also initiated lawsuits to
recover the $325 million in Kaiser reserves allegedly ‘stolen’ by Frates and
Rial through their buyouts.'?! At the moment of writing, three years further
on, most of the benefits remain unrecovered, the various lawsuits have
disappeared in a judicial logjam; and thousands of ex-steelworkers and their
families have endured further, unexpected hardships.

THE MIRAGE OF REDEVELOPMENT

Nothing Is As Nice As Developing Fontana
Current official slogan

Fontana Headed For Economic Catastrophe
Headline, 1987'%

Even as the ‘Reagan Boom’ was taking off in 1983, steel towns were still
dying across the countrf,—from Geneva (Utah) to Lackawanna (New York),
Fairfield (Alabama) to Youngstown (Ohio). Aliquippa, from which so many
Fontanans had emigrated in the 1940s and 1950s, was amongst the hardest
hit. The shutdown of the immense, seven-mile-long Jones and Laughlin
(LTV) complex, and the lay-off of twenty thousand workers, was the equi-
valent of a nuclear disaster. A third of the population fled; of those left
behind, more than half were still jobless four years after the closure. The
Salvation Army became the town’s leading employer. A 1986 study of three
hundred Aliquippa families revealed that 59 per cent had difficulty feeding
themselves, 49 per cent were behind in their utility bills, and 61 per cent
could not afford to see a doctor.'??

Driving through the Valley on Thanksgiving Day 1988, on the way to
lay a wreath at the union martyrs’ monument in Homestead, I found little
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improvement or new hope. For miles along the Ohio River the sides of the
great mill had been stripped away by demolition crews, exposing the rusting
entrails of pipework and machinery. Downtown Aliquippa, tightly wedged
in its abrupt valley, was boarded up and as empty as any Western ghost
town. At the old main gate, through which ten thousand Aliquippans had
once daily streamed to work, a forlorn lean-to and some fading picket signs
announced ‘Fort Justice’, the site of a futile, two-year vigil by local unionists
to save the plant from dembolition.

By any standard Fontana should have suffered the same fate as
Aliquippa. Studies in the early and late 1970s confirmed that almost half of
the town worked for Kaiser and nearly three-quarters drew paychecks
dependent upon the mill.'* Yet when the final shutdown came in
December 1983, Fontana was a boom-, not a ghost-town. Side by side with
the defeated milltown, a new community of middle-class commuters was
rapidly taking shape. In the last years of the plant’s life the population began
to explode: doubling from 35,000 to 70,000 between 1980 and 1987, with
predictions of 100,000-150,000 by the year 2000. In an interview with the
Times as the last slabs were being rolled out at Kaiser, Fontana’s Mayor
Simon exulted about the city’s new-found prosperity as the housing frontier
of Southern California. ‘Nobody expected what’s been happening here.
When Kaiser closed, everybody thought the town was going to go kaput, but
that hasn’t happened.’'?®

The recycling of Fontana had begun in the mid 1970s after a clique of
local landowners and city officials, led by City Manager Jack Ratelle, recog-
nized that residential redevelopment was a lucrative alternative to con-
tinued dependence upon the waning fortunes of Kaiser Steel and its
blue-collar workforce. Unlike Aliquippa they had the dual advantages of
being the periphery of a booming regional economy and having access to an
extraordinary tool of community restructuring — California’s redevelop-
ment law. Created by a liberal legislature in the late 1940s to allow cities
to build public housing in blighted areas, the law had become totally
perverted by the 1970s. Not only was it being employed for massive ‘poor
removal’ in downtown San Francisco and Los Angeles, but ‘blight’ was now
so generously interpreted that wealthy cities and industrial enclaves —
from Palm Springs to City of Industry — were using the law to build luxury
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department stores, convention centers, and championship golf courses with
‘tax increments’ withheld from general fund uses.

Fontana’s particular riff on these redevelopment strategies was its
creation of an open, some would say ‘golden’, door for developers. Ratelle
and the other city fathers fretted about their ability to compete with Rancho
Cucamonga to the west —a ‘greenfield’ city concocted out of several thinly
populated, agricultural townships. In order to eventually become like
Orange County, they started out by acting like Puerto Rico. To compensate
for gritty Fontana’s ‘image pi’oblem’, and to give it a comparative advantage
in the Inland Empire’s landrush, they bent redevelopment law to offer
‘creative financing’ for lafge#scale developers: tax-increment and tax-
exempt bonds, waiver of city fees, massive tax rebates, and, unique to
Fontana, direct equity participation by the redevelopment agency. Appli-
cation and inspection processes were drastically streamlined to accelerate
groundbreaking in the city that aspired to become the ‘developer’s best
friend’. ' '

Fontana’s pioneer redevelopment project was an expensive — many
would say, unnecessary — facelift of Sierra Avenue begun in 1975. David
Wiener, whom the local paper likes to call the ‘dean of Fontana developers’,
was given tax-exempt financing and sales-tax rebates to construct four new
shopping complexes. A little later the Fontana Redevelopment Agency
(FRA) began to uproot vineyards south of Interstate 10 to build the South-
west Industrial Park. But the big Orange County and West L.A.-based
developers, already heavily involved in Ontario and Rancho Cucamonga,
refused to consider Fontana until it was clear that Kaiser Steel was doomed
and that the milltown onus could be removed.

Fontana’s first megapreject; initiated in 1981, was the Village of
Southridge, located in the Jurupa Hills redevelopment area south of I-10
and projected for a build-out of nine thousand homes by the year 2000.
Creative Communities, the Huntington Beach-based developers of
Southridge, seduced Fontana’s civic leaders by giving them a tour of Irvine,
the famous master-planned city in southern Orange County. They
convinced the starstruck Fontanans that a simulacrum of Irvine could be
developed in Fontana’s own south end if the city were willing to provide
adequate infrastructure and financing. As Mayor Simon later recalled, ‘the
city fathers wanted the project so bad that they could taste it’. Accordingly,
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with visions of Fontana-as-Irvine dancing before their eyes, they signed a far-
reaching agreement with Creative Communities that pledged the FRA to
reimburse most of the infrastructural costs normally borne by
developers.'?°

In 1982, one year after the groundbreaking in Southridge, Fontana
annexed a huge triangle of boulder-strewn fields north of the city, abutting
Interstate 15 (then under construction). The completion of I-15 through
western San Bernardino and Riverside and northern San Diego counties has
created one of the nation’s most dynamic growth corridors. (One of the
corridor’s boomtowns is ‘Ranch California’, a 100,000-acre project origin-
ated by Kaiser Development Co. in Temecula.) Three hundred thousand
new residents are expected in western San Bernardino County alone.'?
Fontana, sitting at the strategic intersection of I-15 and I-10 (the San
Bernardino Freeway), has superb linkages to this rapidly expanding com-
mutershed. The North Fontana Project Area, which incorporates the old
Fontana ‘ghetto’ (an area of ironically exploding land values), is the largest
redevelopment project in California (fourteen square miles), encompassing
a series of prospective master-planned communities. Largest is the upscale
Village of Heritage, directly competitive with Rancho Cucamonga’s Terra
Vista, and Victoria, which is being developed by BD Partners of West Los
Angeles (Richard Barclay and Joseph Dilorio), with heavy equity partici-
pation from FRA. Heritage will provide four thousand of the eighteen
thousand new homes that the FRA wants to add in North Fontana over the
next generation.128

By the time the demolition crews had got around to dismantling Big
Bess, Fontana’s leaders had managed to put 20,000 new homes in the
$60,000-and-up range on the drawing boards in Southridge and North
Fontana.'”® Within four years of Kaiser Steel’s closure, raw land prices in
Fontana had doubled."*® This remarkable achievement garnered national
accolades and much talk of a paradigmatic ‘Fontana miracle’. The Los
Angeles Times, for example, downplayed the impact of the Kaiser shutdown
and resulting 15 per cent local unemployment (which it misreported as 9
per cent) in order to emphasize the city’s ‘bright future’ under its redeve-
lopment strategy.'’! Journalists uncritically reproduced city officials’
claims that Fontana would soon be wealthy from its soaring tax bases and

profits on its equity position in different developments. Just as Kaiser
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industrial relations had once been studied as a textbook model, now
Fontana’s resilience was presented as laboratory confirmation of the Reagan
administration’s claim that deindustrialization was only a temporary and
marginal cost in the transition to postindustrial prosperity based on
services, finance and real estate. -

The first symptom that all was really not so well in Fontana redux was
the sharp increase in white supremacist agitation and racial violence after
the layoffs at the mill. During the course of 1983 the local Ku Klux Klan -
about two dozen strong — crawled out from under their rock and began
distributing leaflets in the high schools, holding public rallies and even
offering to ‘assist’ the Fontana police. The Klan revival seems to have
exercised a certain charisma upon a periphery of skinhead youth. In a
savage October 1984 attack, a twenty-year-old Black man, Sazon Davis, was
left paralyzed from the chest down after being beaten by three skinheads on
Sierra Avenue — Fontana’s main street. The Black community was further
outraged — shades of O’Day Short — when the San Bernardino County
district attorney refused to prosecute the white youth, one of whose
mothers was the dispatcher for the Fontana police. (The reaction of Fontana
development director Neil Stone to this local precursor of Howard Beach
was to moan ‘image has been our main problem’.)'*? '

Worse problems lay soon ahead. By Christmas 1986 the Fontana
bubble had burst. City Finance Director Edwin Leukemeyer resigned in face
of charges that he had embezzled public funds and sold off city-owned
vehicles to his friends and relatives. Within six months the stream of
resignations and indictments prompted one paper to claim that ‘police
detectives and auditors [are] almost as common a sight in City Hall as file
clerks’.!®’ Amongst the new casualties — a list that included the city
treasurer, the motor pool director, the redevelopment director, and the
development director — was City Manager and ex officio FRA chief Jack
Ratelle, the chief architect of the ‘third Fontana’. The city council forced
Ratelle to resign after published reports of gratuities from leading
developers made his position untenable.'**

Demoralization in Fontana City Hall was turned into panic in August
1987 by the release of an independent audit of the city by the regional office
of Arthur Young. The Young report was devastating: the FRA was in a
‘chaotic state of disarray’ and the city was on the edge of bankruptcy.'*®
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The Young analysts discovered that the FRA had pawned Fontana’s future
in order to seduce developers. With 60 per cent of its tax base located in
redevelopment areas, and obligated as payments or rebates to developers,
the city could not afford to meet the needs of its expanding population. No
tax revenue was left over to pay for the additional load that the new
suburban population placed on its schools or public services.

Southridge alone, which Ratelle had always portrayed as a municipal
gold mine, threatened to drive the city into bankruptcy as the FRA faced
$10,000 per day in new interest charges accumulating on the unreimbursed
principal which it owed Creative Communities. Official estimates of the
total tax revenue that will be absorbed in debt service to Southridge run as
high as $750 million by 2026 when the agreement expires.'* It is unlikely
that the principal will ever be repaid. Like a miniature Mexico or Bolivia,
Fontana is a debtor nation held in thrall to its Orange County and West L.A.
creditor-developers. With its suburban property tax streams diverted to
debt service, the city has had both to impose austerity (in the form of over-
crowded schools and degraded services) and (as in Southridge) special fee
assessments on unhappy new arrivals. The alternative of raising additional
city income from existing commerce is excluded by the FRA’s profligate
rebates of sales taxes and municipal fees to the owners of the new shopping
centers.

The release of the Young report (which also included sensationalist
details of financial mismanagement and the destruction of records in City
Hall) emboldened local journalists to muckrake through the FRA’s records,
untangling the circumstances of the agency’s incredible profligacy. Mark
Gutglueck of the Herald-News eventually exposed in detail how various
redevelopment schemes had pauperized the city.'*” The older mom-and-
dad businesses along Sierra Avenue, for instance, were starved of redevelop-
ment funds by FRA policies that favored chain-store ‘K-Martization’. Thus
the FRA, in a typical example, gave tax-exempt financing and a $750,000
tax rebate to induce National Lumber to move into one of David Weiner’s
new shopping centers, itself financed by tax givebacks. The net result for the
city was a large tax deficit and the closure of Ole’s Hardware, an oldtime
Fontana institution.'*®

Likewise, in the case of Southridge, Gutglueck revealed how City Manager
Ratelle and redevelopment lawyer Timothy Sabo (accused in the Young report
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of raking off excessive fees) overrode the strong objections of the city attorney
to provide Creative Communities (later Ten-Ninety Ltd.) with whatever they
demanded: hiked-up interest rates on FRA’s obligation, forgiveness for their
failure to build schools on time per contract, and so on. Moreover, the
developers were repeatedly allowed to modify the community’s specific plan,
successively reducing the quality of housing and local amenities. The
developers, in turn, pampered officials (like planning chief Neil Stone) with
‘finders fees’, gratuities and the use of a lakeside resort, while Southridge —
which Mayor Simon liked to call ‘the Beverly Hills of Fontana’ — evolved into
misery.'*® One planner who worked there has described it as ‘rabbit hutches
with two-car garages, without adequate schools or public services’.'* Not
surprisingly the Young report and the Gutglueck revelations fueled a revolt by
embittered Southridge residents who demanded a moratorium on further
growth, the recall of the council majority, and a system of district elections.'*!

Given the enormity of Fontana’s suddenly exposed problems — the
venality of its officials, its Andean-sized debt and the lien on its tax base
until the next millennium, its underfunding of essential services, a growing
mismatch between housing and jobs, and so on, the voter revolt was
strangely muffled. Closure of Kaiser had dispersed much of the political
base once organized by Local 2869, while the new commuter citizens had
little time or focus for civic engagement. As a result the growth coalition -
minus a few leaders in jail or exile — handily dispersed its challengers.'*
The Southridge-instigated recall campaign was easily defeated, while the
demand for a growth moratorium was harmlessly converted into a 45-day
temporary freeze on building permits. The council did scale back a few
development plans in North Fontana, and gave lip service to the Young
report’s two hundred recommendations. But the most symptomatic
reaction to the crisis came from Mayor Simon (then under investigation for
making unlawful personal investments in one of the redevelopment areas),
who simply urged Fontanans ‘to just keep smiling’.'*’

Since then the city fathers have tried to escape bankruptcy by tacking
their sails to various, sometimes countervailing, winds. Like the rubes they
are, they have ended up buying back into schemes virtually identical to
those that Bolivianized Fontana in the early 1980s.

First, they have searched high and low for some commercial deus ex
machina to generate a compensatory tax flow for their fiscal deficit. Mayor
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SOUTHRIDGE TURNED FONTANA INTO BOLIVIA
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Simon’s own pet-rock scheme — contrived during a Canadian vacation from
his legal problems — was to induce a multi-billion-dollar investor to build the
California version of the Edmonton supermall in Fontana.'** In the
absence of responses from Donald Trump or the Sultan of Brunei, the city
teamed up instead with Alexander Haagen, Southern California’s major
mall builder, in a scheme to build a combination mall-entertainment
complex in South Fontana. Just like Southridge, Haagen’s Fontana Empire
Center (scheduled for completion in 1995) was sold to local officials in a
blaze of Orange County imagery: ‘Fontana’s answer to the South Coast
Plaza’. Lest any of the Fontanans stop to ponder the absurdity of a Sears-
anchored mall competing with the nation’s wealthiest regional center
anchored by Gucchi and Neiman-Marcus, Haagen anesthetized opposition
by generously donating to all ten candidates vyihg for the two vacant seats

1145—

on the council."*> (Recently Haagen has started to backtrack on his original

promises, proposing to develop one-half of the mall site for luxury homes
instead of commerce.)'*

Meanwhile, Fontana leaders have tried to scrub the Clty clean of its
blue-collar, ‘felony flats’ image by drastically limiting the development of
apartments and low-income units.'*’ The revised Fontana masterplan even
de-emphasizes ‘starter homes’ ~ the meat and potatoes of the previous plan
— to favor more expensive ‘move-up’ or second homes.'*® Salesmen of
Fontana’s ‘new look’, hbwever,' were immediately embarrassed by a re-
crudescence of the old Fontana in 1988. Millions of television viewers
nationwide watched as celebrants of Martin Luther King’s birthday had to
be escorted down Sierra Avenue by a hundred and twenty police as acrid
little knots of Fontana Klansmen shouted ‘Long live the Klan. Long live the
white boys.” Subsequent ‘Death to the Klan’ counter-rallies by'the Jewish
Defense League contributed yet more unwanted notoriety.'* 7

The campaign for an upscaled Fontana also collided with plans for a
reindustrialized Fontana. With an unerring sense for courting contradic-
tion, as one group of Fontana planners was trying to increase residential
exclusivity, another was simultaneously kicking out the jambs for break-
neck factory and warehouse construction. Offering contractors the state’s
fastest track for industrial development, they guarantee building starts six
days after application, rather than the nine months normal elsewhere.'*
As angry homeowners have pointed out, combining poorly monitored
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industrial development — much of it highly toxic — with dense residential
development is like mixing oil with water. This point was vividly illustrated
in 1988 when more than 1,500 Southridge residents had to be evacuated
after a nearby chemical spill."*!

The final irony, however, is Fontana’s ardent courtship of Kaiser Steel’s
residuum: Kaiser Resources. Left with a mile-long slag mountain and seven
hundred acres of polluted wasteland, KR in partnership with Lusk-Ontario
Industries has maneuvered brilliantly to get Fontana to foot the bill for the
clean-up. By coyly flirting with Ontario and Rancho Cucamonga, then
suddenly throwing kisses to advocates of independent cityhood for
Fontana’s unincorporated westside (‘Rancho Vista’), KR drove Fontana
officials into a jealous frenzy. As a result, debt-hobbled Fontana is offering
a memorandum of understanding to KR and Lusk that would guarantee
$190 million in public funds to renovate the ex-Kaiser Steel site. In
particular Fontana would help clean up the still spreading plume of soil and
groundwater contamination that is the legacy of forty years of steelmaking,
and which has replaced the smoke-cloud from Kaiser’s coke ovens as the
symbol of environmental distress in San Bernardino County. KR and Lusk,
in turn, would accept annexation by Fontana and agree to develop a high-
tech industrial park. But a centerpiece of KR’s plan is a perverse environ-
mental joke: importing Silicon Valley’s toxic waste for processing in Kaiser

Steel’s still extant treatment facility.'*?

SO WHAT’S LEFT?

It’s tacky, very, very tacky. But, maybe I should be grateful. People tell
me it used to be worse. New Fontana commuter-resident>>

Eat shit and die.
Reaction of old Fontana ‘homeboy’

After so many schemes, scandals, and sudden upheavals, what is Fontana
today? Begin, arbitrarily, with its Wild West, unincorporated fringe. Follow
the fire-engine-red Kenworth K600A ‘Anteater’ pulling its shackled double
reefers into the lot of ‘“Trucktown’ off the Cherry Street exit of I-10, just
south of the Kaiser ghost plant. There are more than one-hundred-and-
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twenty independent trucking companies based in the Fontana area, and this
is their central fuel stop and oasis. Around midnight Trucktown really
bustles and rigs are often backed up to the Interstate waiting for a fuel-stop
or parking berth. The biggest truckstop in the country is just a few miles
further west in Ontario, but drivers resent Union 76’s private police force
and stale pie.

Cherry Avenue is clearly, as they say, ‘west of the Pecos’, and it is easier
to make deals of all kinds here. Inside the cafe the counter is occupied by
an apparition of Lee’s Army after Appomattox: lean, bearded, hollow-eyed
and taciturn. There is more animation in the booths. Owner-operators
wrestle with logbooks and second-driver problems; husband-wife teams
have family arguments; brokers with questionable loads wrangle for haulers;
outlaw bikers peddle old ladies and ‘Black Molly’ (speed). The Cherry
Avenue fringe has always accommodated illicit but popular activities. Until
its recent closure by the Highway Patrol, the adjacent rest area on I-10
functioned as a girls-and-dope drive-in for morning commuters in Toyotas
and tourists in Winnebagos. |

Now the entire Fontana periphery (including the incorporated north-
side and Rialto as well as the Cherry Street area) has become the Huallaga
Valley of Southern California. Long the ‘speed capital of the world’, its meth
labs have recently diversified into the mass manufacture of ‘ice’ (crystal,
smokable speed) and ‘croak’ (a smokable combination of speed and crack).
For the most part this is grassroots narco-patriotism: drug addiction made-
in-America by small-town good old boys and distributed throughout the
heartland by a vast network of motorcycle gangs and outlaw truckers. From
the standpoint of free enterprise economics it is also a textbook example of
small entrepreneurs filling the void left by the collapse of a dinosaur heavy
industry. Speed not steel is now probably Fontana’s major export.

Which is not to deny that a lot of steel is still being hauled out of
Fontana even if Big Bess herself was long ago melted for scrap. The multi-
national hybrid of California Steel Industries, just up Cherry Avenue,
continues to roll Brazilian slabs into a variety of products for local markets
(although the Japanese, and increasingly the Koreans, dominate the big-
ticket structural items). The United Steel Workers recently attempted to
organize CSI but the campaign ended in disaster. Whether out of fear of
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DEATH ALLEY
Valley Boulevard
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losing their jobs again, or in resentment against the international’s failure to
come to their aid eight years earlier, the ex-Local 2869 men at CSI
resoundingly voted the union down (88 per cent to 12 per cent). -

_The former primary steelworks itself looks like Dresden, Hiroshima or,
perhaps the most fitting image, Tokyo in April 1945 after three months of
concentrated fire-bombing with Kaiser-made ‘goop’ had burnt the city
down to the ferroconcrete stumps of its major buildings. The wreckers long
ago picked the plant clean of any salvageable metal — some of which,
reincarnated in Toyotas and Hyundais, zooms by on I-10. Meanwhile, the
towering smokestacks, once visible for thirty miles, are collapsed into
rubble, while only the skeletal concrete cores of the blast furnaces remain.
Around the heavily guarded perimeter, Kaiser Resources leases land to a
series of ‘mom-and-dad’ scrapyards, who, having run out of Kaiser
wreckage, are now happily crushing and shredding derelict automobiles.
The whole scene looks like Mad Max: a post-apocalyptic society of industrial
scavengers and metal vultures. :

Across the road lie shadows of Fontana Farms. A ghostly vintage
chicken ranch is overgrown with' weeds but otherwise kept intact by its
octogenarian owner who recalls the great plague of Newcastle’s disease in
1971 that killed mllhons of Fontana hens. A few miles away in South
Fontana a handful of chicken ranchers have managed to hang on and
modernize their operatlons Near the corner of Jarupa and Popper stands
an astounding automatic chicken plant that works by conveyors belts, -
where one man can easily tend 250,000 hens. But the resulting accumu-
lation of chicken manure is so vast that it has to be pushed around the ranch
by bulldozers. Nearby commuter homeowners — no longer beguiled by the
romance of chicken shit — are circulating petitions to close down this
successful survival of the Millerian age. When the last trace of the chickens,
pigs and orchards have been removed, Fontana’s remaining link to its
agrarian past will be its thousands of dogs. We are not talking about
manicured suburban house dogs, but old-fashioned yard dogs: snarling, half-
rabid, dopey, friendly, shaggy, monstrous and ridiculous Fontana dogs.

Fontana probably also has more wrecked cars per capita than anywhere
else on the planet. The nearby Southern California Auto Auction is con-
sidered by some aficionados to be the eighth wonder of the world. More
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impressive to me is the vast number of dismantled or moribund cars
deliberately strewn in people’s yards like family heirlooms. I suppose it
is a sight that blights Fontana’s new image, but the junkyard sensibility
can grow on you after a while (at least it has on me). The Fontana area — or
rather the parts of it that are not named ‘Heritage’ or ‘Eagle Pointe
Executive Homes’ — is a landscape of randomly scattered, generally
uncollectable (and ungentrifiable) debris: ranging from Didion’s creepy
boulders to the rusting smudge-pots in phantom orchards, to the Burma-
Shave-era motel names (like ‘Ken-Tuck-U-In’) on Foothill Boulevard. Even
crime in Fontana has a random surreality about it. There is, for instance,
the maniac who has murdered hundreds of eucalyptus trees, or Bobby
Gene Stile (‘Doctor Feldon’), the king of obscene phone calls, who has
confessed to fifty thousand dirty phone conversations over the last twenty-
three years. |

‘Doctor Feldon’ had, perhaps, wandered too far and too freely in the
fleshpots of Fontana’s Valley Boulevard (still, as in 1941, ‘death alley’). Just
east of Cherry Avenue the boulevard is a boring repetition of adult
bookstores and used truck dealerships. Closer to Sierra, however, there is
a gathering sense of a mise en sgéne by a downhome Fellini. On one corner
a hardluck cowboy is trying to sell his well-worn Stetson hat to the patriarch
of a family of road gipsies —or are they Okies circa 1990? ~ who pile out of
their converted Crown bus home. They have just left the Saturday swap
meet at the nearby Belair Drive-In. Inside a lobster-faced desert ‘flea’ from
Quartzite is haggling with a trio of super-bag-ladies from the San Fernando
Valley over the value of some ‘depression’ glass saucers and an antique
commode. Some local kids with ‘Guns and Roses’ gang-bang T-shirts are
listening to another grizzled desert type — this one looking like Death Valley
Scotty — describe his recent encounter with aliens. A Jehovah’s Witness in
a maroon blazer kibbitzs uncomprehendingly.

A block away is an even more improbable sight: a circus wrecking yard.
Scattered amid the broken bumper cars and ferris wheel seats are nostalgic
bits and pieces of Southern California’s famous extinct amusement parks (in
the pre-Disney days when admission was free or $1): the Pike, Belmont
Shores, Pacific Ocean Park, and so on. Suddenly rearing up from the back
of a flatbed trailer are the fabled stone elephants and pouncing lions that
once stood at the gates of Selig Zoo in Eastlake (Lincoln) Park, where they
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had enthralled generations of Eastside kids. I tried to imagine how a native
of Manhattan would feel, suddenly discovering the New York Public

Library’s stone lions discarded in a New Jersey wrecking yard. I suppose the

Selig lions might be Southern California’s summary, unsentimental judge-

ment on the value of its lost childhood. The past generations are like so

much debris to be swept away by the developers’ bulldozers. In which case

it is only appropriate that they should end up here, in Fontana - the

junkyard of dreams.
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beneficiary of lucrative New Deal contracts. Earlier, during the construction of Hoover Dam, he
and his partners had systematically violated labor standards and health and safety regulations.
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Gunther, p. 64.

A.G. Mezerik, The Revolt of the South and West, New York 1946, p. 280. 7
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McDonald supporter: ‘Dissatisfaction developed because of the wage discrepancy between those
who were paid under the sharing plan and those under the incentive plan {older workers]. Added
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KSC Annual Report 1981.
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The ESOP (Employee Stock Ownership Plan) divided Local 2869 into bitterly opposed factions
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Anne Lawrence, ‘Organizations in Crisis: Labor Union Responses to Plant Closures in California
Manufacturing, 1979-83’, Dept. of Geography, University of California, Berkeley 1985, pp. 55-7.
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Sun, 16 February 1986; debt estimate updated, 5 September 1987. In fact the FRA was so
‘informal’ in dealings with developers that it never bothered to accurately record or report its
burgeoning debt. As the Arthur Young auditors noted: ‘Although the Redevelopment Agency is
highly leveraged, a definitive assessment on the exact amount of its obligations has not been made.
.. . a determination of the Agency’s total financial obligation has been frustrated by a lack of
adequate record-keeping and file maintenance in the Agency, resulting in missing documents that
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(p- 11-7)
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