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:T J B I S D Q O U M E N T . J S T H E P R O P E R T Y O F H I S B R I T A N N I C M A J E S T Y  , S G O V B R I N M E N T . 

C P . 50 ( 3 5 ) 

C A B I N E T . 

Q . Q T T 0 N S P I N N I N G - R E D U ^ A N C ^ S C H E M E * 

Memorandum by the P r e s i d e n t o f t h e 3oard o f T r a d e . 

1. My c o l l e a g u e s w i l l r e c a l l t h a t a memorandum wh ich I 

c i r c u l a t e d l a s t January ( C . P . 1 6 ( 3 5 ) ) o u t l i n e d a scheme 

p r e p a r e d by a Committees under t h e cha i rmansh ip o f 

Lo rd Co lwyn , f o r d e a l i n g w i t h s u r p l u s c a p a c i t y i n t h e 

s p i n n i n g s e c t i o n o f t h e c o t t o n i n d u s t r y , and i n d i c a t e d t h a t 

i f , as a r e s u l t o f i n q u i r i e s t h a t w e r e then b e i n g made, i t 

appeared t h a t c o t t o n s p i n n e r s we 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 amount o f p l a n t under t h e scheme, we should be 

o b l i g e d t o p r o p o s e l e g i s l a t i o n t o put t h e scheme i n t o 

o p e r a t i o n . 

2 . L o rd C o l w y n ' s Commit tee h a v e now comp l e t ed t h e i r 

r e v i e w o f t h e s i t u a t i o n , and a t a m e e t i n g h e l d on t h e 

20th F e b r u a r y l a s t a d o p t e d t h e f o l l o w i n g r e s o l u t i o n : ­

. . . . . i t i s h e r e b y r e s o l v e d t h a t , s u b j e c t t o 
s a t i s f a c t o r y t e rms b e i n g o b t a i n e d , the P r e s i d e n t o f 
t h e Board o f T r a d e be asked t o p r e p a r e i m m e d i a t e l y , 
i n c o n s u l t a t i o n w i t h t h e d r a f t i n g c o m m i t t e e , a b i l l 
t o g i v e e f f e c t t o t h e p r o p o s a l s f o r d e a l i n g w i t h 
s u r p l u s c a p a c i t y i n t h e s p i n n i n g s e c t i o n wh ich have 
a l r e a d y b e e n approved by t h e i n d u s t r y . " 

I n r e s p o n s e t o t h i s r e s o l u t i o n , t h e p r o p o s a l s have b e e n 

d i s c u s s e d on my b e h a l f w i t h Lo rd C o l w y n ' s Commit tee i n 

M a n c h e s t e r . 

3 . The scheme p r o v i d e s f o r a l o a n not e x c e e d i n g £2 m. 

t o be r a i s e d f o r the purchase o f s u r p l u s s p i n d l e s , and f o r 

t h e l o a n t o be s e cu r ed on a l e v ; on t h e s u r v i v i n g s p i n d l e s 

o v e r t h e n e x t f i f t e e n y e a r s . My c o l l e a g u e s w i l l remember 

t h a t i t was c o n t e m p l a t e d t h a t some f o r m of Government 
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g u a r a n t e e wou ld be n e c e s s a r y , as t h e l e n d e r s m i gh t 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 c t t o the l e v y , and 

c o n s e q u e n t l y the t o t a l amount o f t h e l e v y , m i g h t , at 

some f u t u r e d a t e , be r e d u c e d t o such 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 . F u r t h e r 

c o n s i d e r a t i o n has c o n f i r m e d t h i s v i e w , and ( t h e 

C h a n c e l l o r o f t h e E x c h e q u e r . h a v i n g e x p r e s s e d h i s 

o o n c u r r e n o e ) i t i s p r o p o s e d t h a t t h e Government s h o u l d 

g u a r a n t e e t h a t i f i n any y e a r the amount o f l e v y due f o r 

c o l l e c t i o n , p l u s any s u r p l u s i n hand f rom p r e v i o u s y e a r s , 

i s l e s s t h a n the amount r e q u i r e d f o r s e r v i c e o f t h e l o a n , 

t h e T r e a s u r y w i l l pay t h e d i f f e r e n c e . 

The p r e c i s e t e r m s of t h e g u a r a n t e e remain t o be 

s e t t l e d by d i s c u s s i o n w i t h the p o t e n t i a l l e n d e r s t h e 

B a n k e r s ' I n d u s t r i a l Deve l opment Company - i n wh i ch t h e 

T r e a s u r y w i l l , o f c o u r s e , t a k e p a r t . A p r o v i s i o n a l b a s i s 

has a l r e a d y been r e a c h e d i n d i s c u s s i o n s be tween t h e 

T r e a s u r y and the Board o f T r a d e . Tha t b a s i s e n s u r e s t h a t 

t h e Government g u a r a n t e e w i l l c o v e r what I may c a l l t h e 

" c a t a s t r o p h e r i s k " . I t wou ld o n l y be c a l l e d on i n t h e 

e v e n t o f a v e r y d r a s t i c d e c l i n e I n t h e s p i n n i n g i n d u s t r y ­

a d e c l i n e wh i ch m i gh t be due t o f u r t h e r heavy l o s s o f t r a d e 

or t o some u n f o r e s e e n and u n f o r e s e e a b l e i n d u s t r i a l 

d e v e l o p m e n t . 

4 . The l e v y p a y a b l e w i l l p r o b a b l y be a t a r a t e 

b e t w e e n I d . and l i d . p e r s p i n d l e , a c c o r d i n g t o t h e p r e c i s e 

t e rms o f the l o a n t o be r a i s e d . On an a v e rag e m i l l o f say 

100 ,000 s p i n d l e s , t h e burden w i l l be i n the n e i g h b o u r h o o d oi 

£500 a y e a r . T h i s I s l e s s than t h e amount oomtemp la t ed i n 

t h e o r i g i n a l p r o p o s a l s s u b m i t t e d t o t h e i n d u s t r y ; but the 

r e d u c t i o n i s l a r g e l y due t o a d e c i s i o n , a o c e p t e d by the 

Oolwyn Commi t t e e , t o impose the l e v y on a l l s p i n d l e s , 

a c t i v e o r i d l e , and n o t m e r e l y on r u n n i n g s p i n d l e s . Some 



r e d u c t i o n i s a l s o due t o t h e e f f e c t o f t h e Government­

g u a r a n t e e on t h e p r o b a b l e r a t e o f i n t e r e s t . 

5 . L e g i s l a t i o n t o g i v e e f f e c t t o t h e scheme now 

becomes a m a t t e r of u r g e n c y . I t must c o v e r the e s t a b l i s h m e n t 

of a Board t o a d m i n i s t e r the scheme. The Board must have 

powers t o c o l l e c t t h e l e v y imposed by t h e s t a t u t e on a l l 

s p i n d l e s , t o r a i s e l o a n s on the s e c u r i t y o f the l e v y , and 

t o buy and s e l l s p i n d l e s . The B i l l must a l s o p r o v i d e f o r 

t h e Government g u a r a n t e e . 

6 . The B i l l s h o u l d , I t h i n k , be p o p u l a r - a t l e a s t 

w h i l e i t remains a B i l l . I n f a c t , t h e r e w i l l be g r e a t 

p r e s s u r e f r o m t h e L a n c a s h i r e Members t o p r o c e e d w i t h i t 

as r a p i d l y as p o s s i b l e * I f t h e p r o p o s a l i s t o be 

s u c c e s s f u l , i t must be t r e a t e d as a m a t t e r of u r g e n c y ; 

t h e B i l l must be p a s s e d , the Board must be s e t u p , and 

s p i n d l e s must be bought as soon as p o s s i b l e . A c c o r d i n g l y , 

I ask f o r a u t h o r i t y t o p r o c e e d w i t h t h e d r a f t i n g of the 

B i l l f o r t h w i t h , and t o submit i t t o t h e Committee o f Home 

A f f a i r s . 

( I n t l d . ) W.R. 

Board of T r a d e , 

7 t h March , 1935. 


