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CABINET. 

OOTTON SPINNING R5DUN33ANOY SCHEME. 

Memorandum "by the P r e s i d e n t o f t h e Board o f T r a d e . 

1. R e c e n t d eve l opmen t s in the sp inn ing s e c t i o n o f 

the c o t t o n i n d u s t r y have r eached a s t a g e a t which i  t may 

become n e c e s s a r y to approach P a r l i a m e n t f o r c e r t a i n 

s t a t u t o r y powe r s . T h i s , t h e r e f o r e , seems a c o n v e n i e n t 

moment t o g i v e my c o l l e a g u e s a summary o f the e v e n t s i n 

L a n c a s h i r e du r ing the l a s t e i g h t e e n months. 

2. I n the summer of l a s t y e a r a Committee of t h e 

t r a d e , under the Chairmanship o f L o r d Co lwyn, was g i v e n 

the task o f p r e p a r i n g a scheme f o r the e l i m i n a t i o n o f 

su rp lus p r o d u c t i v e c a p a c i t y i n the s p i n n i n g s e c t i o n o f the 

i n d u s t r y . The scheme they have p r e p a r e d has "been submi t ted 

t o a " b a l l o t o f t h e t r a d e , and has r e c e i v e d a c o n s i d e r a b l e 

measure o f suprjort - the v o t e s r e c o r d e d r e p r e s e n t i n g 

about f o u r - f i f t h s o f the p r o d u c t i v e c a p a c i t y , and o f t h e s e 

more than t h r e e - q u a r t e r s a r e in f avour o f the scheme. The 

scheme p r o v i d e s f o r t h e e s t a b l i s h m e n t o f a fund, to b e 

used e i t h e r f o r the purchase o u t r i g h t o f redundant p l a n t 

o r f o r compensat ion i n r e s p e c t o f p l a n t withdrawn from 

o p e r a t i o n f o r a t i m e , and the p r o p o s a l i s tha t the fund 

shou ld be r a i s e d upon the s e c u r i t y o f a s t a t u t o r y l e v y on 

s p i n d l e s . I t i s p r o v i d e d , howeve r , t h a t the i n d u s t r y 

shou ld n o t be f i n a l l y commit ted t o the scheme un less and 

u n t i l L o r d C o l w y n ' s Committee c o n s i d e r that the p l a n t 

o f f e r e d f o r d i s p o s a l under the scheme w i l l be s u f f i c i e n t i n 

q u a n t i t y to ensure an e f f e c t i v e r e s u l t . I n o r d e r t h a t 

t h i s may be t e s t e d , an independent accountant has been 



a p p o i n t e d and i e engaged i n o o l l e c t i n g p a r t i c u l a r s f rom 

sp inne r s w i l l i n g t o d i s p o s e o f t h e i r p l a n t , A scheme 

c o n s i d e r e d a t the same t ime f o r the f o r m a t i o n o f an 

a s s o c i a t i o n to d e a l , i n t e r a l i a , w i t h p r i c e s and output 

r e c e n t l y had l e s s s u p p o r t , and nas been dropped . 

3 . As l o n g ago as 1932, I gave an under tak ing to 

the J o i n t Committee o f Co t t on Trade O r g a n i s a t i o n s t h a t , 

i f a s u i t a b l e scheme f o r the e l i m i n a t i o n o f surp lus 

p r o d u c t i v e c a p a c i t y were p r e p a r e d and secured a s u f f i c i e n t 

measure o f s u p p o r t , I should be p r epa r ed t o recommend my 

c o l l e a g u e s t o a u t h o r i s e me t o promote the n e c e s s a r y 

l e g i s l a t i o n f o r the c o l l e c t i o n o f the l e v y . I t i s no t y e t 

p o s s i b l e to say whe ther the r e sponse w i l l j u s t i f y Lord 

Go lwyn ' s Committee i n t ak ing f u r t h e r s t e p s , wh i ch would 

i n c l u d e a f o rma l r e q u e s t t o the Government f o r the n e c e s s a r y 

l e g i s l a t i o n ; but i n o r d e r t o c l a r i f y the s i t u a t i o n , I have 

renewed the unde r t ak ing g i v e n i n 1932. A f t e r c o n s u l t a t i o n 

w i t h the C h a n c e l l o r o f the Exchequer , I have a l s o assured 

the Committee t h a t i f , n o t w i t h s t a n d i n g s t a t u t o r y s a n c t i o n 

f o r the l e v y , they a r e unable t o borrow the n e c e s s a r y l o a n 

on the s e c u r i t y thus p r o v i d e d and the success o f the scheme 

i s the r eby endange red , the Government would f i n d some way t o 

a s s i s t them to borrow the money. 

4 0 I  t i s c on t emp la t ed t h a t the l oan r e q u i r e d f o r 

the purposes o f the scheme shou ld be a r ranged w i t h f i n a n c i a l 

i n t e r e s t s i n the o r d i n a r y way, but the p e r i o d o f repayment 

o f the l o an out o f any l e v y wh i ch the i n d u s t r y c o u l d 

a f f o r d to pay may w e l l be as l ong as 15 y e a r s . Wh i l e we 

a l l hope tha t the c o t t o n i n d u s t r y w i l l g a i n , and n o t l o s e 

g round, i t may be t h a t the l e n d e r s w i l l r e q u i r e some form 

o f Government guaran tee of the annual amount o f the l e v y 

(wh ich p r o v i d e s , -of c o u r s e , the on ly s e c u r i t y f o r the l o a n ) 
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a g a i n s t the p o s s i b l e e f f e c t s of some f u r t h e r d e c l i n e 

d u r i n g so l e n g t h y a p e r i o d . Under t h e p r e s e n t p r o p o s a l , 

t h e l e v y canno t e x c e e d a f i x e d maximum annual amount p e r 

s p i n d l e ( t h e u n i t o f p l a n t i n the s p i n n i n g s e c t i o n ) , and 

the l e n d e r s may f e a r t h a t the number o f s p i n d l e s s u b j e o t 

t o t h e l e v y , and c o n s e q u e n t l y the t o t a l amount of the l e v y , 

may at some f u t u r e da te be r e d u c e d t o such an e x t e n t as t o 

i n v o l v e a p a r t i a l d e f a u l t i n the repayment o f t h e l o a n . 

5. A t v a r i o u s t imes dur ing the d i s c u s s i o n s w i t h 

L o r d Oo lwyn ' s Committee I have been asked i f the Government 

would p r o v i d e a g ran t o f £1 ,000 ,000 o r o f £500,000 t o 

the fund f o r the purchase o f s p i n d l e s , t h e amount c o l l e c t e d 

by the l e v y t o be supplementary t o the g r a n t . I have 

a lways made i t c l e a r t h a t t h i s was not a r e q u e s t t o wh ich 

the Government c o u l d a g r e e , and t h a t the l i m i t o f the 

Government '3 a s s i s t a n c e must be a gua ran t e e i n o r d e r t o 

a s s i s t i n the r a i s i n g o f the money th rough the o r d i n a r y 

c h a n n e l s . 

6 . Wh i l e i t i s , as y e t , by no means c l e a r tha t a 

p o s i t i o n w i l l be r eached i n which the Government w i l l 

be r e q u i r e d t o i n t r o d u c e l e g i s l a t i o n t o p r o v i d e f o r 

c o l l e c t i o n of a l e v y and t o g u a r a n t e e a l o a n , I t h i n k my 

c o l l e a g u e s should know t h a t t h i s p o s s i b i l i t y e x i s t s . I n 

g e n e r a l , I shou ld have p r e f e r r e d t o see- the problems of 

redundant c a p a c i t y d e a l t w i t h by v o l u n t a r y c o - o p e r a t i o n 

among the members o f the i n d u s t r y i n the manner tha t has 

been demonst ra ted by o t h e r i n d u s t r i e s , e . g . , s h i p b u i l d i n g , 

f l o u r m i l l i n g and w o o l - c o m b i n g . But the d i f f i c u l t y o f 

o b t a i n i n g and of m a i n t a i n i n g agreement i n the c o t t o n 

i n d u s t r y i s w e l l knownj and i t i s a c o n s i d e r a b l e advance 

on t h e i r p r e v i o u s a t t i t u d e t h a t the s p i n n e r s shou ld have 

shown such a c o n s i d e r a b l e measure o f r e a d i n e s s t o shou lde r 

the burdens o f a redundancy scheme. I f i t should tu rn out 
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t h a t t h e i n d u s t r y a r e . p r e p a r e d t o d i s p o s e o f a s u f f i c i e n t 

a inount o f p l a n t u n d e r t h e s c h e m e , I t h i n k w e s h o u l d b e 

o b l i g e d t o p r o p o s e t h e l e g i s l a t i o n r e q u i r e d t o p u t t h e 

s c h e m e i n t o o p e r a t i o n . A u n i t e d a t t e m p t t o d e a l w i t h t h e 

p r o b l e m o f r e d u n d a n t c a p a c i t y w o u l d , I n t h e o p i n i o n o f 

c o m p e t e n t a u t h o r i t i e s , g o a l o n g w a y t o w a r d s r e s t o r i n g 

t h e I n t e r n a l s i t u a t i o n i n t h e c o t t o n i n d u s t r y a n d s o 

p r o v i d e e o o n o m i o c o n d i t i o n s o f w o r k i n g . 

W.H. 

B o a r d o f T r a d e , 

2 1 s t J a n u a r y , 1 9 3 5 . 


