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ABSTRACT 

This is an historical study of the strategic and organisational development of a 

single cotton multinational firm, the Calico Printer's Association (CPA), from its 
foundation in 1899 to 1968-73 when it merged with English Sewing Cotton (ESC), to 

form first English Calico and the Tootal Ltd. 

The thesis is principally concerned with the context and character of strategic 

choice in a dynamic, changing environment. It argues that in order to understand 

the context in which strategic choices are made, it is necessary first to place the 

firm in its market context. The thesis applies principles of strategic and structural 

change developed by Alfred Chandler and Oliver Williamson, supplemented by 

precepts of strategic choice from the organisational behaviour literature. Markets 

are defined in the widest possible sense. Secondly it explores the structural 

context for choice firm itself. The critical aspect of the process of exercising 

choice are the perceptions of the managers involved. Perceptions are informed by 

information and the flow of information is influenced by structure. This framework 

is used to analyse key moments in CPA's strategic and structural development, 

including investment decisions in both the UK and abroad. 

The thesis shows that CPA's developed defensive routines which resulted in 

stereotypical actions. Strategy formulation was conceived in terms of structural 

change; the pattern of new foreign remained set in developing countries even 

though market opportunities suggested other locations; the commercial potential of 

Terylene, the world's first polyester fibre, was under -developed. The firm's 

strategic capability proved frozen and corporate learning of new lessons in changing 

market circumstances was minimal. 

The thesis concludes that CPA's strategic responses are best understood in terms of 

the hypotheses developed in the organisation behaviour literature. Transaction cost 

models do not fit the evidence but this may be a condition of the evidence. The 

research findings do not constitute a proper test of transaction cost theories. The 

findings do, however, provide further qualifications to Chandler's strategy-structure 

process model. 



ill 

The thesis concludes by suggesting that a comparative approach to similar issues of 

perception and choice would, despite attendant difficulties, be a fruitful agenda for 

further research. 
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1: History and Theory 

1.1 Objectives: The Scope of the Enquiry 

In the last thirty years, economists and organisational theorists have become 

increasingly concerned with the impact of market dynamics on and the role of 
individuals in shaping strategic change within companies. At one extreme stands 
the theory of 'population ecology' (Hannan and Freeman 1977; Aldrich 1979) in 

which organisations must adapt to the changes in their environments in a Darwinian 

sense or face extinction. By contrast, others (eg Child 1972) stress that what is 

important to consider when analysing the choices made by top managers are the 

perceptions of the merits of alternative courses of action. A related issue to 

strategic change is the development of complex managerial hierarchies as a response 
to market failure (Chandler and Daems 1980). Economists such as Oliver Williamson 

(1975) have tried to explain the rise and function of such hierarchies as a direct 

result of transaction cost economies. Organisational theorists, by contrast, 

approaching the issue from a different perspective (Loasby 197 1), have emphasised 

the scope such organisations have to dominate not just their markets but also 

employees working within them (Bauer and Cohen 1981). Historians, notably Alfred 

Chandler in his classic account Strategy and Structure (1962), have played some part 
in this debate, amassing much telling evidence, if not actually building testable non- 
historically specific hypotheses (Williamson 1966). However, apart from Chandler 

and some other scholars (eg Miles with Cameron 1982), there are few historical 

accounts of strategic and organisational change within a single or a group of firms. 

The thesis seeks to fill a gap in the literature and is concerned with market 
dynamics, strategic decision making and organisational design in a UK cotton 

multinational, the Calico Printers Association (CPA), over a seventy year period 
from its formation in 1899 to its disappearance through merger with another 

Lancashire firm, English Sewing Cotton (ESC) in 1968. It concentrates on the 

interrelationship between markets, strategy and structure. The definition of markets 

is complex since markets can be thought of in terms of products and also in terms 

of the supply capabilities of firms. The two concepts are interlinked, but the 

supply capabilities of firms opens up questions of the boundaries of markets. There 

are further distinctions concerning whether markets are national or internationall". 

based. 



Strategy is an equally problematical concept. Previous thinkers have argued that 

the success of any chosen strategy is dependent upon its 'fit' with the firm's 

environment (Andrews 1971; Ansoff 1965). Porter (1980) has developed these ideas 

into a framework of three 'generic' strategies which when successfully pursued lead 

to the firm acquiring a competitive advantage over its rivals. This school of 

strategic thinking holds that stratgey is a rational and planned exercise directed 

towards identifiable goals. A different school argues that strategy is a 'stream of 
decisions' concerning the allocation of resources (Minztberg 1978; 1987). Mintzberg 

(1978) emphasised the uncertainties of strategy formation and drew attention to the 

fact that a stratgey could 'emerge" from various sources. Indeed, Mintzberg was 
keen to draw the distinction between outcomes which were dependent on strategý, 
formulation, involving planning alone, and those which were the result of strategy 
formation where planning and environmental change interact (Mintzberg 1978,935). 

In the latter case he stressed the importance of experimentation and discovery. 

Other strategic theorists have built on Mintzberg's definitions but emphasise the 

continuity of strategic change, arguing that it can only be understood if it is 

conceptualised as a process that takes place within an environmental and 

organisational context (Pettigrew 1985; Whipp el al 1987; Johnson 1987). It is 

during this process of strategy formulation and experimentation that managers set 

the criteria, both explicit and implicit, by which they make their choices. Any 

analysis which purports to explain this process must try to evaluate (if possible) 

what informs the choices managers make. 1 

Structure, according to Chandler (1962,14) "can be defined as the design of the 

organisation through which the enterprise is administered". As I argue below, 

structure is an enabling resource which managers mobilise in order to make the 

effective implementation of strategy possible. Organisational structures are doubly 

important because they can reinforce perceptions, routines and stereotypical 

responses. Structure consists of formal (and informal) lines of authority and 

communication between the various sections in an organisation through which 

I It could be argued that this is an impossible task, particularly when the 
managers themselves are no longer alive to give an account of their motives. One 
of the merits of historical research, however, is that where the documentation is 

reasonably full it is possible to infer motives and perceptions by juxtaposing written 
evidence with observed managerial actions. Admittedly inferences of this kind are 
not an infallible guide to perceptions. This is a weakness which the use of 
interviews does not necessarily solve because the interviewees may not themsel'. 'es 
be fully aware of the implicit perceptions underlying explicit actions. 
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information, data and commands flow. In Strategy and Structure, Chandler observed 

that in the four large corporations (Jersey Standard, Sears Roebuck, General Motors 

and Du Pont) which he studied in the interwar period, there was a dynamic 

interrelation between strategic and structural change. In his model, the 

corporations were faced by a significant crisis, in these cases emanating from the 

market, which prompted senior management to devise a new strategic direction, in 

its turn prompting organisational change based on a more closely defined division of 

managerial labour. Chandler's (1962,14) hypothesis that "structure follows strategy 

and that the most complex type of structure is the result of the concentration of 

several basic types of strategies" became one of the most famous, if much 

challenged (see eg Francis 1981), theoretical statements in business policy one which 

exercises its influence on empirical work to this day. 

Studies of strategic change focus on the outlook and actions of the small group of 

top managers who control and administer a company's response to opportunities and 

threats. A company's top management is ultimately responsible to the shareholders 
for it actions and it is they who make the most important decisions. This history 

of CPA's strategic development follows this pattern. For all but the first and last 

four years of its existence, CPA was a highly centralised company with fairly rigid 
lines of authority and control. Moreover, there was a striking degree of continuity 

in this top group of managers. This is reflected in the documentation on which the 

study is based. Practically all the evidence cited here, 2 including committee 

minutes, board memoranda and correspondence, was created for and used by this 

same group of top managers. What follows is derived from their view of the world 

and with only a few exceptions, all other perspectives, those of CPA's constituent 

business units or its workforce are excluded. 3 

This account of CPA's strategic and organisational development follows the tradition 

of single-firm histories which have formed the core of business history research and 

writing in the UK. The prevalence of the single unit model of business history 

See Appendix. 

3 While this may be less than ideal (see, eg Gospel and Littler 1983), it is 
indicative in many ways of the manner in which strategy formulation was 
approached within CPA. Little has survived of business unit attitudes to strategy 
for the simple reason that they were not usually asked to provide any. The duty of 
branch managers was to carry out central policy. This in turn had profound 
implications for flow of information and authority within the company which 
affected the response to market change and strategic decision- making. 
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writing is understandable enough, since many were commissioned by the firms 

themselves, keen to celebrate their longevity and success. Nevertheless this has 

biassed the evidence towards large and successful companies at the expense of 

medium sized and less enduring firms. The limitations of the single unit paradigm 
have been recognised for some time. Penrose (1959,3) has observed "consistent 

examples are ... no more a proof than are inconsistent examples a disproof of a 

general; argument unless the examples are presented in sufficiently large numbers 

and selected in such a way as that they constitute a representative sample". These 

sentiments have been echoed by Church (1969,307): "the dangers of attempting to 
4 generalise on the basis of a single firm are self evident". The fact that I have 

resorted to a more traditional, single unit approach has been constrained more bý, 
5 circumstance rather than a lack of ambition. It is not my intention, therefore, to 

test Chandler's or Williamson's theories; a sample of one could not hope to 

constitute such a test. Rather I aim to use the available theories to provide 
insights into why CPA developed as it did and to suggest further areas of research 

where theory and evidence do not coincide. 

Despite these caveats, CPA may be considered an appropriate firm to study for a 

number of reasons. CPA was initially a large manufacturing company, the largest in 

the UK at the time of its creation, which failed to grow after the Edwardian 

period. League tables of manufacturing companies classified according to nominal 

capitalisation in the mid 1900s compiled by Payne (1967; reproduced in Hannah 1983, 

187-8) show CPA ranked fifth with a nominal capital of f 8.2 million. In 1919, CPA 

had fallen to 24th position with an estimated market capital of f 6.4 million (Hannah 

1983,189). By 1930, CPA no longer figured in any league table of the top fifty 

companies in the UK (Hannah 1983,102-3). This relative decline was shared by all 

4 Doubts about how representative such firms are of British businesses as a 
whole has led to more broadly comparative work of firms within industries, 
including Tolliday (1987) on steel, Chapman (1984) on merchant banking, Gourvish 
(1986) on the railways and Supple (1987) on the interwar coal industry. Pettigrew"s 
(1985) study of change processes within ICI also adopted a similar, if much 
narrower, comparative approach, analysing the responses of different divisions to 
the implementation of organisation development (OD) techniques over a twenty year 
period after 1950. And, of course, the classic business history text in this field, 
Chandler's Strategy and Siructure was one of the first attempts at comparative 
institutional history. 

5 As originally conceived, this work was to have been a study of strategic 
choices in the cotton industry during the 1950s and 60s. However, only one firm, 
Tootal Group, granted me access and then only to the archi,, es of the Calico 
Printers Association. 
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other textile companies formed in the 1890s merger boom with the exception of J& 

P Coats, the Paisley thread combine. Indeed Hannah's analysis shows that of all 

the companies classified in the top fifty in the 1900s, some 20% had by 1930 been 

overtaken by companies in other industries. For many firms, CPA among them, this 
decline was absolute as well as relative (Hannah 1983,103). CPA is representative, 

therefore, of a sizeable minority of British firms which could not match the growth 

rates of companies in other markets. As such it stands as a useful counter example 

to the large and successful companies celebrated in other histories. 

Part of the answer for this lack of enduring success may lie in the circumstances 

of CPA's creation. The company did not develop organically; rather it was created 
by the merger of over fifty separate businesses. For firms such as CPA, merger 

created problems of market strategy and management requiring instant solutions and 

continuous planning. Because CPA emerged from the merger boom of the 1890s its 

size warranted the creation of an effective management system, a need underlined 
by the separation of control from ownership which the merger had brought about. 
Apart from the railway companies, which on both sides of the Atlantic were often 
in the vanguard of managerial development in the nineteenth century (Chandler 

1977,81-187; Hannah 1983,12), CPA, and other cotton companies such as J&P 

Coats, English Sewing Cotton, Fine Cotton Spinners, the Bleachers and the Bradford 

Dyers Associations, were early experimenters in the creation of complex managerial 

hierarchies (Macrosty 1907). As I shall show, CPA's early record on business 

adminstration, however, was ineffective for a number of reasons. Since strategy 

and organisational design were of such crucial importance to CPA's development, it 

serves as a case in the history of business administration development in early UK 

corporations. 

At the time of its formation and for a number of years afterwards, CPA had the 

advantage of size, a significant share of its markets, cash-flow and a technical 

research capacity which few rival British calico printing firms could match. Given 

these advantages, why did CPA not capitalise on its undoubted know-how and gro%%' 

like Courtaulds or J&P Coats, and why did it eventually disappear? This thesis 

argues that this failure was primarily the responsibility of its management. Despite 

radically changing market conditions, CPA's main lines of strategy appeared not to 

change greatly until the last six years of its existence. The fact that succeeding 

generations of managers consistently failed to adapt to changing opportunities and 

threats has a number of implications. At one level it casts a strong doubt on their 

competence. At a deeper level it seems clear that succeeding generations of 



managers developed and maintained a series of systematic routines when faced with 

either threats or opportunities. In other words, different managers were making the 

same mistakes in similar circumstances. 

Domestic strategy in the interwar period is a case in point. While it is undoubtedly 
true that the (mainly) overseas markets which CPA served were gradually eroded 

after 1920 by foreign (European and Japanese) firms which competed against British 

products on cost, CPA was not automatically condemned to inexorable decline. The 

options available to CPA's board in the form of new product market strategies, 

vertical integration and overseas expansion, were real enough and well recognised; 

some of these policies were even enacted upon with varying degrees of enthusiasm. 
The potential opportunities raised by the discovery of the polyester fibre terylene 
by two CPA scientists in 1941 is another example. Here the company had a product 

of enormous commercial potential. By the end of the 1950s, however, the directors 

appeared content to reap the pecuniary gains from the patents in the form of 

royalties without appreciating the much wider opportunities of creating and 

occupying a market for polyester based products. 

The remainder of this chapter is devoted to devising a framework for understanding 

the factors underlying CPA's strategic actions. It takes as its starting point 
Williamson's transaction cost model as a means of charting the dynamic interface 

between the boundaries of the firm and its markets. It is a plausible hypothesis 

that adapting to market change on a transaction cost basis, particularly with regard 

to its principal overseas markets might have been a major determinant of CPA's 

strategies. Yet transaction cost theory can only go so far in explaining the 

processes by which CPA's management reached their decisions. It says nothing 

about the dynamic process of moving from one form of organisation to another nor 

about the perceptions which underlay the choices and development of strategy. The 

economic model is therefore supplemented by concepts of strategic choice drawn 

from the organisational theory literature. 

The thesis itself is arranged chronologically. It is divided into seven empirical 

chapters. The first examines the development of calico printing in the late 

nineteenth century, the factors leading to CPA's creation in 1899 and the problems 

of structure and control culminating in the momentous reforms enacted in 1902. 

Chapter three analyses the persistent problems encountered by CPA's top 

management in trying to build on the company's supposed oligopoly power in calico 

prints. This is followed by four chapters, essentially two pairs, charting the 
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changes in CPA's principal markets from 1920 to 1960 and the choices which these 

presented to CPA's board. Chapter 8 analyses CPA's attempts to diversif y its 

product base and the conditions which led to the merger with ESC in 1968. 

1.2 Business History and Theory 

To understand why CPA developed in this manner it is necessary to have some 

underlying theory to test the historical evidence which moves away from 

impressionistic accounts of firm development. In the last thirty years, business 

history in the UK has flowered with the appearance of many detailed and scholarly 

accounts of individual enterprises (Alford 1973; Barker 1977; Church 1969; Coleman 

1969,1980; Reader 1970,1975,1976,1981; Scott 1962, Trebilcock 1977; Wilson 1954, 

1968). As Coleman (1987) has observed, these studies have greatly enriched the 

study of the processes of what Hannah (1983) has described as 'the rise of the 

corporate economy'. Although these scholars would describe themselves as 

practicing economic historians, their company histories are not underpinned by any 

common body of theory, nor do they draw greatly from on theories from other 
disciplines in the social sciences. 

Business historians have never been attracted to neo-classical economic models of 

equilibrium, not simply because they rest on seemingly unrealistic assumptions of 

efficient markets, perfect information, costless entry and exit and the rationality of 

economic, profit maximising agents, but because they explicitly underestimate (or 

ignore) the importance of strategic choices and the dynamic process of change. 

Historians using these basic models would end up writing not about firms, but about 

aggregated production functions. Such history, produced by the so-called cliometric 

school, has been written in an attempt to demonstrate, among other things, that 

late Victorian entrepreneurs were making rational choices based on given factor 

inputs and perceived constraints (eg Floud and McCloskey, vol ii, 198 1). A relevant 

case in point is Lars Sandberg's (1974) analysis of the decline of the interwar 

British cotton industry which explicitly rejects the study of companies concerned, 

on the grounds that "there are always some firms that are badly managed" 

(Sandberg 1974,14). Other economists, notably Bill Lazonic (1983), have counter- 

argued that what is significant is the inability of British managers to overcome 

institutional rigidities. According to this institutional school, the focus of analysis 

is not total factor productivity but the management of the firms themselves. 

Chandler's models of firm growth, outlined in The Visible Hand, and particularly his 
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Strategy-structure paradigm have had a profound influence on business history 

writing (Hannah 1976; Chandler and Daems 1980; Nakagawa 1976), and indeed the 

study of business policy generally (Hendry and Pitt 1988). British business 

historians have perhaps been slow to adopt some of Chandler's propositions, 

preferring to concentrate their attention instead on the entrepreneurial 

characteristics of firm growth and development. At its most extreme, Bill Reader 

argued in his account of ICI that "the backbone of my narrative is the intricate 

diplomacy of the international chemical industry 
.... and what I conceive myself to be 

writing is polilical history .... rather than economic or social history, concerned with 
the description and analysis of impersonal forces and conditions" (Reader 1970, xii, 

emphasis added). Reader's emphasis has been matched elsewhere, in Barker's (1977) 

history of Pilkingtons and Payne's (1979) account of Colvilles. It is a common 

strand running through most scholarly business histories. 

British business historians' fascination with personality is natural enough, not least 

it could be argued, because economic history in this country has always been a sub 
discipline of (political) history rather than economics, unlike the USA where the 

reverse is the case (McCloskey 1985; North 1968). This emphasis on entrepreneurial 

activity, however, as an organising concept creates problems of aggregation and 

generalisation. There is no systematic or established theory of entrepreneurial 

activity and atomistic firm histories do not provide a sufficient framework for 

analysis. The historian's view of the entrepreneur is of an heroic and unique 
individual; under these circumstances it is not entirely obvious how to distinguish 

features common in all cases, and no business historian has ever attempted to do so 

on a systematic basis (Casson 1982,9). 

One alternative is to shift the analysis away from company managers to the market 

conditions which underpin their actions. This is the approach suggested by 

Williamson's (1975) transaction cost model. As Hutchinson and Nicholas have 

observed (1987,50), "the factors generating opportunities for growth are regular and 

systematic across large firms..... They are the factors which it is the entrepreneurial 

function to identify and, by framing appropriate policies, turn to the advantage of 

the firm". It might be added that the factors underlying general market change fall 

into the pattern Hutchinson and Nicholas describe and their effect is not simplý, 

confined to large firms. 

In the next section we examine how transactions cost theories fit within general 

firm theories, how this model might be used to explain the factors underlying the 
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choices made by CPA's top management, and how the model must be qualified if a 
better understanding of those choices is to be made. Williamson's view of the 
dynamics of the impact of markets on organisational change is complex and not 

without it problems. There has been a limited attempt by a few economic historians 

to apply Williamson's precepts to the study of growth strategies (eg Hutchinson and 
Nicholas 1987). By making the transaction the key unit of analysis, Williamson runs 
the risk of subordinating all other valid criteria. Clearly, in those instances where 

the nature, context and volume of transactions is of critical importance (such as in 

an agent-principle context) this analysis can be used valuably. For this reason it is 

necessary to examine Williamson's model in more detail. 

1.3 Transactions Costs and the Theory of the Firm 

The economic approach to the problems of organisational growth has been developed 

most notably by Williamson in series of papers and books (197 1; 1973; 1975; 1980) 

which have had a profound influence on both economists and organisational theorists 

(Francis et al 1981; Clarke and McGuinness 1987). Williamson's work drew its 

inspiration from a number of sources. His institutional approach drew on Hayek 

(1945) in substituting information for goods and services as the basic unit of 

exchange when analysing transactions. In economics, he was indebted to an earlier 

generation of theorists, most notably Commons (1934) and a seminal paper by Coase 

(1937) on the nature of the firm. While a student at Carnegie, Williamson came 

under the influence of the behaviouralist school, particularly the work of HA 

Simon, from whom he derived many of his organisational concepts and his approach 

to human agency within organisations. 

It was Coase (1937) who analysed the firm in terms of the price mechanisms it 

performed, or absorbed, which distinguished its activities from transactions between 

first and second parties in the market place. Coase observed that vertical 

integration permitted the firm to economise on the cost of negotiating and 

concluding many separate intermediate product market agreements by substituting a 

flexible employment contract (Coase 1937,391). But, as Alchian and Demsetz (1972) 

observed, until the factors accounting for these differential transaction costs were 

identified, the argument remained rather tautological. 6 Williamson rendered the 

price mechanism operational by focussing on transaction costs, expressly identifying 

6 Coase (1972,63) commented later that his work had been "much cited but 
little used". 



alternative market and internal ways of contracting, and particularly by identifying 

the critical dimensions with respect to which transactions differed according to 

their context (Williamson 1975). 

What emerged was a model based on a framework of organisational failures 

(Williamson 1975,20-40). This consisted of a number of environmental and human 

factors which are represented in Figure 1.1 below. Market failure embraces a 

number of instances where resources are not allocated efficiently. The most 

obvious case is monopoly. Monopolies can be characterised as 'natural' where the 

economies of scale are of such magnitude in relation to market size that only one 
firm can be supported. Under these conditions long-run average costs tend to fall 

even where there is no firm rivalry. Most utilities, such as gas and electricity 

transmissions, are natural monopolies in this sense. Monopolies which do not 

satisfy these conditions, such as some of nationalised industries in the UK, are not 

natural but artificial. 

Figure 1.1 Organisational Failures Framework 

HUMAN FACTORS MARKET FACTORS 

#0, ,--o., Atmosphere ---, ý_,. % 
Bounded 4k 

Uncertainty/ 
RationalityN 7 Complexity 

Information 
Impactedness 

Opportunism Small 
Numbers 

Source: Williamson (1975,40). 

Other instances of market failure identified by Williamson are information 

asymmetries and small numbers exchange. Information asymmetries occur, 

particularly in a principal-agent context, where the agent has privileged access to 



12 

market- sensitive information which it releases to principals (or vice-versa) only at a 
higher marginal cost. Small numbers exchange may lead to market failure when two 

parties spend considerable time and resources in recurrent bargaining over the price 
at which exchange takes place in market circumstances which are continually 

changing (Williamson 1975,28). The main point which Williamson draws about these 

exchanges is that they all either lead to or take place in circumstances of 

complexity and uncertainty. 

In human activity, Williamson, drawing on Simon (1958), identified bounded 

rationality and opportunism. On the behavioural side, Williamson sought to drive a 

middle path between neoclassical accounts of the firm's agents as hyper-rational 

(under which the firm appears as a production function and not a hierarchy), and 
the opposite assumption that human agents are overwhelmed by complexity (March 

and Olsen 1976; Mintzberg 1973), each of which reduces the significance of the 

study of organisational design. 7 Central to his thesis is the Simon's (1958, xxiv) 

concept of 'bounded rationality. Humans act in a manner that is "intendedly 

rational but only limitedly so" Because of 'intermediate" bounded rationality, 
"organisational design takes on economic significance precisely because the 

productive utilisation of this intermediate capability is of crucial importance" 

(Williamson and Ouchi 1981,16). According to this paradigm, vertical integration 

and other organisational designs economise on human agents' bounded rationality. 
Integrated within this concept is that of opportunism, which Williamson defines as 

acting 'self -interestedly through guile' (Williamson 1975,26). As Williamson notes, 
it is not that all economic agents act this way, but knowing that some may adds to 

the cost of any transaction, through incompleteness for example, should it occur. 

Cheating is particularly serious if the firm has specific investments whose scrap 

value is low or zero, such as branding or advertising, which exposes the firm to 

potentially costly risks from an unscrupulous contractor or supplier (Hutchinson and 

Nicholas 1987,52). 

Interaction between market failure -complexity and these bahaviourial factors induces 

a state of information impactedness. "It exists when true underlying circumstances 

relevant to the transaction are known to one or more parties but cannot be 

costlessly discerned by or displayed for others" (Williamson 1975,31). Finally, 

7 As Simon (1978,2-4) points out, most models in social science are based a 
notion of human agents' rationality. What is important here is not "xhether agents 
are rational or not but whether the degree of rationality makes any significant 
impact on the outcome. 
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Williamson introduced a concept of 'atmosphere' (1975,37-9) in which an individual 

trades-off his net benefits by gaining satisfaction through altruistic acts. The 

structural implications of this framework are obvious: the organisational design 

should be that which economises on bounded rationality provides some means of 
insuring against opportunism. 

1.4 Limitations of the Theory 

Williamson's theories have attracted criticism from a number of quarters. Social 

scientists (eg Bauer and Cohen 1981; Francis 1981) charge that by concentrating on 

relative efficiency as the motivation for change, Williamson has effectively reduced 

all notions of power within the organisation (however, see McGuinness 1987). They 

point out that the theory's weakest links occur in the attempt to combine 
behaviouralist notions with the economic precepts that Williamson describes. This is 

particularly true in the case of "atmosphere' which Williamson defines in less than 
half a page and whose significance is never fully apparent. 

Williamson's model has attracted criticism from other economists. Robins (1987) for 

example, argues that if the theory is applied in a static analysis, then transactions 

cost economics can be used to rationalise almost any form of organisational system. 
Even in a dynamic sense, using the model, Robins contends, is deeply unsatisfying. 
Transactions cost economics has implicit within it the notion of economic efficiency, 
defined in this case as equating to competitive equilibrium. The manner in which 

theories of competitive equilibrium operate, however, says little about the ability of 
individual firms to respond to competitive pressure, still less about how management 

make strategy. Consequently, there are serious shortcomings in the application of 

the theory, not simply to the study of organisations generally, but also in the field 

of economic history. In the case of the latter, Robins argues that "Williamson's 

vantage point is the interior of the economic model and his view of historical 

processes is distorted by the prism of microeconomic theory" (ibid, 76). Robins' 

remedy to these problems is not that the theory should be discarded but that it 

should be used in a different way, as a means of integrating economic and strategic 

analysis of the firm in a manner suggested by Bernard (1938) and Simon (1957). 

Throughout, it is never clear how Williamson aims to relate his abstractions to the 

real-world of organisational change, although there have been a few attempts to use 

transaction cost economics as a basis for interpreting the historical development of 

managerial hierarchies (Chandler 1982), strategic development (Hutchinson and 

Nicholas 1987), and internalising foreign markets (Nicholas 1983,1986). While the 
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theory has a certain power it is not enough to rely on it alone. Any account of 

strategic change which focusses on management decisions must also analyse not just 

the choices which those managers make, but the circumstances in which alternative 
courses of action arise, are debated and choices finally made. The result is a much 

richer interpretive study; it may also help to avoid some of the pitfalls of simplistic 
interpretation which researchers make when analysing strategic actions (Argyris 

1987). To do this, however, it is necessary to place management choices and 

perceptions within their appropriate market context. This is in part what 
transaction cost economic theory tries to do but it ignores certain key aspects of 
firms and markets, what might be described as their boundaries and topographY, 

which are an essential underpinning of strategic planning and outcome. 

1.5 The Boundaries of Firms and Markets 

While Williamson identified many of the market factors, he did not address the issue 

of the possible scope of a firm's activities, or how it was possible for a firm to 

move from one to another. In other words, why it is that General Motors 

manufacturers cars rather than soap, but also why, in Teece's (1980,223) words, 
"aircraft manufacturers are now producing missiles, why Union Oil is producing 

energy from geothermal sources or why Exxon is looking for uranium". What firms 

do has a critical bearing on possible strategies for change and expansion; what 
firms do is also the well-spring of their competitive advantage. Competitive 

advantage, according to Teece (1982), depends upon a firm's exploitation of 

proprietary skills and knowledge. This skill and know-how is firm-specific, often 

team-embodied, relating to products, production processes, plant design, marketing, 
distribution and management. Knowledge may accrue naturally through competition 

and changes in product market strategies to cope with changing environments. 

Some firms may be in the position to buy knowledge through the acquisition of 

patents or by merger; but advantage is gained more regularly from the incremental 

improvements derived from competition. 

Under these conditions, the scope of a firm's activities may determine one of a 

number outcomes. In the case of vertical integration, firms are unlikely to enter 

into transactions with second parties for incremental changes in technological and 

other proprietary knowledge simply because there is no market for such services. 

Moreover, in the same way as Coase identified costs with the search for price data 

(Coase 1937,390, see also Akerloff 1970) there are similar transaction costs 

associated with discovering second parties with whom to enter such contacts or 

trade. In many cases, however, a strategy of vertical integration may be necessar% 
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to exploit fully the market opportunities presented by the firm's know-ho'%v. On 

transactions cost grounds, in the absence of a market or where the relative 
costliness associated with spot contracts with distributors or suppliers, the case for 

vertical integration becomes more compelling. Similarly, scale economies in 

production may require integration into distribution or retailing to control the flow 

of goods to final purchasers. Product differentiation, another example of firm 

specific knowledge, may require the firm to acquire more marketing capacity. In 

these cases there are ready alternatives to integration: arms-length contracting is 

perfectly possible under these conditions. Integration, therefore, occurs because of 
transaction cost economies rather than as a consequence of the absence of a 
market. 

Improvements in firms' know-how adds an important perspective to the theory of 
transactions cost economising, for as Matthews (1986,906) has pointed out, "the 

objective of the economic agent is not to minimise transactions costs as such, but 

to minimise the sum of transactions costs and production costs". Incremental 

investment in know-how which achieves both these aims (there may be a trade-off 
between the two, particularly where vertical integration leads to new plant or 
facilities) will probably be internalised within the firm. There are cases, and CPA's 

own record provides one telling example in terylene, where the costs involved in 

developing new products or technology are such as to preclude internalisation, and 

the patents are sold or licenced to a second party, which has the greater related 

skill, to develop. In the case of terylene, CPA could have elected to internalise 

development; it would have amounted to a major change in strategic investment 

focus and could possibly have reaped long-term advantages which the seemingly less 

risky ICI agreement did not yield. The important point here is the degree of 

managerial insight involved in the decision. Certainly, changing from a consumer 

product company to a fibre manufacturer was not without precedent in the UK: 

Courtaulds had made a similar transition in the early 1900s from funeral crepe to 

rayon (Coleman 1969, ii, passim). The question of managerial discretion and vision 
is an issue which will be explored in greater detail below. 

Exploiting firm-specific knowledge on a transactional cost basis may explain the 

expansion into new product market areas and new geographical markets. Where 

proprietary knowledge is not product or market specific it can be used as a means 

of transferring into new areas. This is what Teece (1978; 1980) has identified as an 

economy of scope, or where the firm economises in jointly producing two or more 

products compared with the costs of separate production. While it is possible that 
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the firm will use physical plant running at only part capacity to set up a new 
production run, economies of scope are more likely to be derived from know-how, 

particularly the skills involved in joint marketing. In either case, the cost of 
transacting explains why the firm uses these assets internally to expand into ne%k- 
product markets rather than selling the Tights on to a second party. 

The process of development which includes either vertical integration or 
diversification was first summed up by Adam Smith in The Wealth of Nations, in his 

observation that 'the division of labour is determined by the size of the market'. 
According to Smith's intuitive model, market growth could be self sustaining as 
increased demand leads to specialisation, creating the possibility of further 

economies of scale, which leads again to further market growth. As Stigler (195 1), 

drawing on Smith, observes markets do not grow ad infinitum; rather there is a 

product life cycle of initial growth, maturity and decline, all of which have an 
important bearing on integration and diversification. Stigler concluded on this basis 

that vertical integration would occur in young industries; disintegration and growing 

specialisation would follow as the market grew to permit the exploitation of scale 

economies. Re-integration would occur as the industry entered the third phase of 
decline. The dynamic of product life-cycles has significant implications for firm 

strategy. In the second stage managers may pursue a strategy of growth, as 

opposed to profit, maximisation (Mueller 1972). On the other hand, while maturity 

or decline implies the reduction of competitors by exit or insolvency (a process 
described by Harrigan (1980) as a series of 'endgames'), it does not necessarily 
imply the limitation of strategic choices (Spender 1979; Stopford and Baden Fuller 

1990). 

1.6 Management and the Role of Strategic Choice 

The process of making choices consists of a number of important elements. At a 

fairly simple level, there must be a recognition that alternative courses of action 

exist. More important in this case is the contexi in which choices are recognised 

and evaluated. Organisational structure has a critical bearing on approaches to 

choice because it can determine the kind of information required and the routines 

necessary for evaluating options. The significance of the organisational context %k'ill 

be examined in more detail in 1.7 below. 

If strategy formulation can be considered as a series of choices about the allocation 

of resources, then it follows that those who make the choices (usually management 

in this case) can only do so effectively if they seek out the relevant market 
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information and devise efficient management structures to enable them to both 

manage and evaluate choices. 8 This is particularly the case when managers are 
faced by complex or ambiguous market signals. 

The link between the firm, seen as an administrative structure and a collection of 
resources (Penrose 1959,24-6), and the market, is provided by the firm's managers. 
Economists, sociologists of the firm and business historians diverge in their views 
about the significance of decision makers, both as individuals and as groups. In the 

organisation behaviour literature, the debate about the significance of managerial 

action has tended to fall into two schools of 'voluntarism' versus determinism. 9 

Whittington (1988) has argued that only by reference to human agency untrammelled 

either by market determinism or by 'process' can we begin to understand the 

actions of senior managers. For, as Child (1972,10, emphasis added) has argued, 
"... environmental conditions cannot be regarded as a direct source of variation in 

organisational structure .... The critical link lies in the decision -maker's evaluation of 
the organisation's position in the environment areas they regard as important, and 

8A related, although separate, aspect of the nature of managerial choice is 
the distinction between purely functional management activities and those which 
could be characterised as strategic and therefore entrepreneurial. Entrepreneurship 
or enterprise is a difficult concept about which to generalise and is not easily 
integrated into an economic theory of firm development (Penrose 1959,33). 
Williamson (1975) and Casson (1982) have demonstrated that entrepreneurs are 
forced to make decisions in which complexity and uncertainty play a large role. 
The success of any particular management action is dependent on many factors, not 
least of which is luck; but it is evident that entrepreneurs have the ability to limit 
what Williamson (1975,33-7) has described as 'information impactedness" and to be 
less boundedly rational than competing entrepreneurs in similar circumstances. 
Penrose characterised entrepreneurs as having versatility, ingenuity, ambition and 
judgement. Set within a historical context, entrepreneurship has often been 
identified with particular individuals, and the organisations which they created are 
characterised by Chandler (1977,381-414) as entrepreneurial enterprises as opposed 
to the more managerial firms in which hierarchy plays a more important role than 
personality (Chandler 1977,415-454). The boundary between the two types is 
crossed when ownership is separated from control (cf Berle and Means 1932). 
Nevertheless, most commentators agree that even in those cases where hierarchical 
modes of authority do prevail, the entrepreneurial function is important, particularly 
in the case where management has the opportunity or the necessity to devise a new 
product market strategy. In these circumstances, the process of strategic decision 
making may involve considerably more group discussion and consensus before a 
formal outcome is assured, but, as Chandler (1962,1 IJ emphasises, "the executives 
who actually allocate available resources are ... the key men in any enterprise. 
Because of their critical role, they [are] defined 

.... as entrepreneurs". 

9 For a good summary of the debate see Astley and Van de Ven (1983) and 
Whittington (1988). 
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in the action they may consequently take about its internal structure". Although 

the point Child is making here relates to organisational design, it could applý- 
equally to the process of strategic decision- making. The following analysis focusses 

on the nature of the choices facing top management, and the impact this has on 
internal systems and strategy making. 

Models of strategic choice emphasise that managers have a number of options and 
are not constrained to react in knee-jerk fashion to changes in market conditions. 
Child's (1972) arguments, and those of his followers, can be seen to be the 

antithesis of environmental determinism, or population ecology theory (Hannan and 
Freeman 1977), in which firms have to adapt to changes in market structure in a 
Darwinian sense (to find their 'niche') or else fail. As Child (1972,4) argues, the 

scope for choice within the firm is considerable: 

"First, organisational decision-makers may have certain opportunities to 
select the types of environment in which they will operate ...... 

Secondly, 
the directors of at least large organizations may command sufficient 
power to influence the conditions prevailing within the environments in 
which they are already operating ...... Some degree of environmental 
selection is open to most organisations and some degree of environmental 
manipulation is open to most large organisations. These considerations 
form an important qualification to suggestions of environmental 
determinism". 

Child develops a point made by Galbraith (1967) and later by Alford (1976) that firm 

size can have a considerable bearing on both the scope of choices within firms and 

the degree of willingness on the part of the firm's management to act upon them, a 
feature which environmental determinists have tended to ignore. Child's main 

quarrel with the determinist school, however, is that they frequently blurred the 

distinction between the characteristics of the environment as such and their 

perception and evaluation by those within organizations, in this case, the distinction 

between variability and uncertainty, between complexity and perceived threats. 

Exercising choice implies a prior evaluation of the options available to management. 

He continues (ibid, 5), 

"it is important not to overlook these fine distinctions between 'realitN" and 
its evaluation because they can explain why organisational decision-makers in 
practice may not react- to oberservable environmental changes. Thus if an 
environment becomes less liberal, little change will be made to the structure of 
an organisation if the development is considered only to be temporary or if it 
is preferred to expend reserves on carrying the organisation through the lean 
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period. In other words, the predictive power of the argument from 
environment is further qualified by the fact that decisions about organisational 
structure depend upon the prior processes of perception and evaluation and 
that the evaluation may well have other important referents apart from those 
of a purely economic nature". 

Senior management make choices affecting a wide number of areas within 
organisations, from setting strategy to determining the level of performance which 
is acceptable. In the case of performance standards, strategic and structural change, 

whether it consists of retooling or major leaps, requires a certain learning period 
before such changes can reach their potential. Even in the case where neither 
strategy nor structure changes, attempts to alter the organisation's environment will 
require the diversion of resources normally consumed in the organisation's ongoing 
operations. Management may, conversely, chose to ignore some misalignments with 
its environment, by remaining inert and by choosing to do so simply by reducing its 

performance standards. Managers thus do not optimise their position but 'satisfice" 

(March and Simon 1958), pursuing objectives which conform to their own moveable 

standards, rather than those of their shareholders. The evidence shows that CPA's 

managers consistently shifted their expectations downwards in line with shrinking 
demand. 10 In these cases, responding to crisis can be critically delayed since 

managers simply accommodate falls in profitability or market share as part of their 

normal world picture. Even when market decline does cross significant thresholds 

and can no longer be ignored, responses may at this stage be too late. This may 
lead to managers choosing less than efficient structures in order to satisfy their 

own needs or that of a powerful interest group: 

"if performance exceeds this 'satisficing" level (and one is assuming that 
this represents a degree of return that is at least sufficient to secure 
resources required for the fulfillment of present and future plans), then 
the decision-making group may take the view that the margin of surplus 
permits them to adopt structural arrangements which accord better to 
their own preferences, even at some extra administrative cost to the 
organisation. In such circumstances the dominant organisational power 
holders may also permit other interest groups to make or retain their 
own preferred structural adaptations" (Child 1972,11). 

The most important point arising from these models of choice is the perception of 

management of the world in, which the exist. As Whipp et al (1987,17 emphasis 

10 In the 1950s they could do this because terylene royalties expanded to 
compensate. Thus the 'true' competitive position was masked even from CPAs directors. 
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added) argue, 

"At the heart of these analytical and political processes of strategic change 
are those dominating ideas and frames of thought which provide systems of 
meaning and interpretation, which in turn filter both intra -organ isational and 
environmental signals. Therefore the way in which businesses perceive their 
competitive position and the decisions they take to adjust their competitive 
position must perforce be inextricably linked to those dominating frames of 
thought which inform an organisation's analytical and political processes of 
strategic change". 

A good example of how this is true of CPA's approach to strategy can be found in 

the directors' monitoring of market trends in the 1950s. Although total output 
declined throughout the decade, the board made no attempt to adjust its strategy 
because the important signals it was receiving through its organisation were that 

the company's share of total domestic demand was being maintained. The directors 

did not foresee the onrush of imports in the latter half of the decade because the 

organisation was not attuned to analysing the strategic intentions of potential 
foreign competitors. The result was a sudden realisation of the latent effects of 

decline followed by a period of acute internal panic. 

1.7 Mobillsing Structural Resources 

The implication for the study of strategic choices is therefore that perception is a 

condition of structure. In this context, Joe Bower's (1972) study of the resource 

allocation process is instructive. Bower discovered that few project proposals were 

rejected once they had reached the final review stage. Rather, the organisation's 

prevailing strategies and structures established and managed by senior executives 

had created a context that served to filter and reinforce the upward movement of 

capital expenditure requests that were consistent with the corporation's prevailing 

goals and strategies. This context, both cultural and organisational, consisting of 

structure, rewards, measurements, definitions of managerial jobs and career 

precedents, established the 'rules of the game' within the organisation: 

".... the role of structural context is that is shapes the purposiý. 'e 
manager's definition of business problems by directing, delimiting, and 
colouring his focus and perception; it determines the priorities which the 

various demands on him are given. Structural context has this role 
because it is the principal way in which the purposive manager learns 

about the goals of the corporation ...... 
Structural context is particularly 

important because all the elements are subject to control by top 
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management. Thus management has in its hands the levers that influence 
behaviour of managers many levels below the top of the hierarchical 
organisation" (Bower 1972,73). 

What is being described here is a dynamic interrelated process in which structure 

shapes the approach to strategy. Strategic change in its turn may have an impact 

on structure which will continue to affect future conceptions of strategy. Bower's 

line of argument runs counter to the 'realist" school of organisation studies (eg 

Bhaskar 1978,1986; Karpic 1972) which argues, in the words of Whittington (1988, 

528 emphasis added) that "structures merely provide the powers - in terms of 

agents" competences (skills etc) or facilities (material resources etc) - which agents 

must mobilise in their activities. There are no inevitable tendencies latent in these 

structures, for they are complex and potentially conflictual. Moreover, agents apply 

these powers selectively according to their particular purposes. Thus these 

structures enable actions, defining their limits but not their contents". The 

evidence from the CPA case strongly suggests that while there may be no inevitable 

tendencies latent, structure still reinforces patterns of thought and perception. If 

Whittington is correct then managers could frame their perceptions and actions 

independently of the structures in which they operate. The history of CPA 

suggests, on the contrary that this is not the case. 

it was Chandler (1962) who made the first explicit hypotheses about the links 

between the strategic process and changes in organisational design. The unified and 

centralised corporations developed new, multidivisional ('M form') structures. In his 

study of strategic and structural change in four large American corporations 

(General Motors, DuPont, Jersey Standard and Sears Roebuck), Chandler made 

several propositions of the process of change. The first was that the motive force 

was market driven; serious market crises overtook each of the firms sufficient to 

create severe managerial diseconomies of scale. The result in each case was the 

search for a novel strategy to alleviate the inventory and financial crises at hand 

which in turn led to the creation of a new structural form for company 

administration. However, Chandler emphasised that the underlying reasons for these 

monumental changes was deeper than simply cyclical market trends 

"the inherent weaknesses in the centralised, functionally departmentalised 

operating companN ...... became critical only when the administrative load on 
the senior executives increased to such an extent that they were unable 
to handle their entrepreneurial responsibilities efficiently. The solution 
arose when the operations of the enterprise became too complex and the 



problems of co-ordination, appraisal and the policy formulation too 
intricate to handle for a small number of top officers to handle both 
long-run entrepreneurial and short run operational administrative 
activities" (Chandler 1962,369). 

What was happening to these organisations was, in Williamson's (1971,349) less 

elegant phrase, "indecomposability, incommensurability, non-operational goal 

specification, and the confounding of strategic and operating decisions". And, in 

the case of information, Chandler makes it clear that one of the results of over- 

centralisation in the face of administrative over-load is that either the kinds of 
information which the top executives were dealing with were of the wrong sort (ie 

concerned with daily administration rather than longer term strategic planning) and 

that the internal appraisal of such information was compromised by the demands of 

the prevailing structure. 

The solution was to be found in the creation of self-contained operating divisions 

and the creation of a general office, staffed by dlite managers whose function was 

to determine strategy unhampered by short-term operational considerations. Chandler 

emphasised the point that this separation of the administrative from the strategic 

functions of management gave the dlite staff the psychological freedom to pursue 

strategy effectively. They were liberated to gather and process the relevant 

information (if they so wished). The result was both rational and synergistic: that 

is, the efficiency of the whole was greater than the sum of the parts. 

Chandler was at pains to emphasise the linear line of causality linking the new 

strategic direction (more often than not diversification) and the new structural 
form, 

"as the adoption of a new strategy may add new types of personnel and 
facilities, and alter the business horizons of the men responsible for the 
enterprise, it can have a profound effect on the form of its organisation" 
(Chandler 1962,13-14). 

"A new strategy required a new or at least refashioned structure if the 
enlarged enterprise was to be operated efficiently" (ibid, 15). 

Moreover, argued Chandler in a counterfactual mood, if structural reform did not 

follow on from the new strategy, then the top executives would suffer from the 



effects of over concentration on operational details and fail to develop a more 
entrepreneurial outlook (ibid, 16). In other words, structure might not follow 

strategy, but it would greatly impair the long-run efficiency of the enterprise. 

Chandler has been criticised for a measure of determinism and for assigning notions 
of efficiency to the choice of new organisational forms. " If it is possible that 

some firms can, by some mechanism, insulate themselves against the full effects of 
market shocks, it is also true that the lines of causality between strategy and 
structure are not as clearly drawn as Chandler would have us believe in Stralegy 

and Structure. Studies (Hill & Hoskisson 1987; Miller 1987) have reached broadly 

similar conclusions, that strategy often does not precede structure but may either 
run parallel to it, or even, that in extreme cases, new strategies are conceived in 

terms of structural change. CPA was one such company which tried to deliver 

strategic change in terms of altering its structure. 

1.8 Information and Learning 

One implication of the above analysis is that if managers are to build sustainable 
businesses, then the organisations in which they operate must absorb some of the 

lessons of their actions. Corporations can learn in this fashion in much the same 

manner as individuals. Indeed the ability of any organisation to absorb the lessons 

of the past is a critical factor impinging on future responses to similar 

opportunities. For if an organisation cannot learn or adapt and if this simply 

reinforces the perceptions of managers then the likelihood that similar errors will 

be repeated by different managers in similar circumstances will be increased. The 

cornerstone of learning is the gathering and evaluation of information. information 

and its interpretation and synthesis are crucial aspects of the planning process. In 

this context, organisational structure is a critical resource which either enables 

managers to induce strategic change or hinders them because it is serves the 

purpose of transmitting authority or executive control rather than allowing 

information to flow. 

Information has, in the past, been singularly neglected by economists, although the 
EI importance of evaluating information has been long-recognised by accountants. " 

11 Although as Williamson and Ouchi (1981, '11-15) point out Chandler's new 
structures "involved trade-offs rather than Pareto-superior moves". 

I -ý Stigler ( 1961,224) observed that information "occupies a slum dwelling in 
the house of economics". 
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Economists have been too quick to assume either that information is readil", 
available or that it is costless. It is perhaps one of the strengths of the so-called 
new institutional economics is that it afford a central place to information (cf 
Williamson 1975) and that it recognises not only that gathering and evaluating 
information is costly, particularly in terms of time, but that significant market 
defects occur when the spread of information is not equal between those 
undertaking transactions. 13 The effective gathering and interpretation of 
information therefore is central to both the daily administration of companies but is 
doubly crucial in the case of investment decisions. The approach to information 

within strategy making, therefore has strong implications for firm organisation. 

A related aspect of the significance information is learning. Learning when applied 
to organisations can be thought of in two ways. The first is the learning of 
individuals within organisations. Equally, if not more significant, is the learning 

which corporations do themselves. Reviewing the early strategy of the Royal Dutch 

Shell Group, de Geus (1988,70) observes, 

"outcomes like thesel4 don't happen automatically. On the contrary, they 
depend on the ability of a company's senior managers to absorb what is going 
on in the business environment and to act on that information with the 
appropriate business moves. In other words they depend on learning. Or, 
more precisely on institutional learning, which is the process whereby 
management teams change their shared mental models of their company, their 
markets and their competitors. For this reason, we [can] think of planning as 
learning and corporate planning as institutional learning". 

de Geus' observation (ibid) that "institutional learning is more difficult than 

individual learning" would appear to be born out by the number of corporate 

failures observable in the twentieth century. The barriers to corporate learning, 

can be particularly strong as de Geus and others recognise. Top management may 

simply follow the path of least resistance and concentrate on developing the 

learning associated with their individual positions. In certain circumstances, 

management may develop defensive routines (a sort of inverse company learning) 

and so commit what Argyris (1987) has described as 'first and second order errors" 

13 A similar point is made by Akerloff (1970) in his seminal paper on the 
effects of such information asymmetries on the second-hand car ('lemon') market in 
the USA. 

14 de Geus is referring to the merger of Royal Dutch and Shell in 1907. 
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in strategic change. These defensive routines become so deeply embedded within 
some companies that succeeding generations of senior managers approach the same 
problems from similar perspectives even though their background and training maý. 
be diverse. One of the most notable aspects of CPA's management was the 
development of routines whenever they were faced with an important investment 

decision. Investment in overseas plant was approached in most cases according to a 
set of deeply entrenched routines. These routines were learnt in the very first 

major foreign investment the company made in the 1920s. Corporate memory, the 

corollary of corporate learning, of the wrong sort, was strong in CPA. 

1.9 The International Dimension 

In common with many large British companies, CPA undertook a number of direct 
foreign investments. For much of its history, the main thrust of CPA's selling 

effort was concentrated abroad. Between 1926 and the end of the 1950s, CPA 

established subsidiaries or joint ventures in China (1926), Egypt (1934), India (1936 

and 1938), Australia (1940), Indonesia (1940), South Africa (1948), Uganda (1952) and 
Jamaica (1953). By 1960, only the Indian, Australian, South African and Indonesian 

plants remained. The establishment of foreign subsidiaries introduced an 
international dimension to CPA's strategic planning and added to its management 
dilemmas. The pattern of foreign investments raises a number of questions 

concerning the choice of markets, the timing of investments, the inclusion or 

absence of investment partners, the use and transfer of technologies, transfer 

pricing, political alliances and coalitions, the creation of management structures and 

the strategic and managerial relationship between the foreign subsidiaries and the 

productive heartland in Manchester. Before these specific points can be addressed, 

CPA's overseas investment needs to be placed in context, both within general theory 

and the development patterns of other UK (and foreign) multinationals. 

A number of theories exist to explain the direction and scale of foreign direct 

investment in general which may be applied to specific cases with varying degrees 

of success. Early forays in to the economic theory of multinational enterprises 

(MNEs) associated with Hymer (1976), Kindleberger (1969) and Caves (197 1) have 

stressed the monopolistic competitive nature of such enterprises. More recent 

contributions have attempted to combine theories of international trade, foreign 

investment, location, firm development and imperfect competition. One among these 

is Dunning's self-styled 'eclectic' paradigm of multinational investment (Dunning 

198 1 ). In the eclectic theory, firms chose to invest abroad according to a series of 

,., -ariables, the most important of which are locaiion, ownership and iniernalisation 
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(LOI) advantages. According to Dunning"s paradigm, the multinational type of 
internalisation takes place when there is a strong incentive to control raw material 

resources by backward integration; when R&D intensive firms wish to exploit 

product specific knowledge; and when tariffs, international tax differentials and 
foreign exchange controls favour transfer pricing. Casson (1982), however, has 

argued for an extension of the theory to cases where buyer uncertainty can be 

reduced by internalisation, particularly in a context where transactions are frequent 

and knowledge of distant markets is at a premium. The MNE can thus standardise 

quality control in an international context through its established brand names. 

As with the new institutional economics pioneered by Williamson, Dunning's eclectic 

paradigm has been criticised by Buckley (1988) for double counting ownership and 
internal isation. In the case of CPA, using the theory proves over- complicated. 
CPA's primary motivation for establishing overseas subsidiaries turned on its fear of 

losing market share in its principal overseas markets. In this sense it follows the 

wider pattern of international investment favoured by Casson (1982), rather than the 

Dunning paradigm. Location advantages, seen in terms of access to raw materials, 

or ownership advantages of the technological kind, were of secondary importance in 

the first instance. This is probably because CPA entered foreign markets at a 

mature phase in the product life-cycle, and had access to lower labour and raw 

material costs, but not necessarily because they were locally available. 15 In the 

pre-war period, the board seem to have considered foreign investment as a measure 

of last resort: their sale of the Malaunay plant in 1924 shows that they had little 

desire to establish a direct foreign presence and build upon their strengths 

internationally. 

The motives, spread and points of entry by firms into foreign markets differ 

according to the firm's country of origin. American firms (Vernon 1966) substituted 

foreign manufacture for exports when scale economies in US production appeared to 

have been exhausted and where foreign production could be achieved at an average 

cost less than the total costs prevailing in the USA (ie marginal and transport costs 

plus tariffs). Multinational development thus took place at the more mature phase 

of the product life-cycle where such cost factors and customer needs and 

preferences could be adequately gaged. American firms tended to manufacture 

15 This, of course, depends upon the chosen definition of local. In China, 
CPA had ready access to cheap imported Japanese grey cloth from 1926 to the early 
1930s, when the Chinese boycotted such goods, forcing CPA to sanction a spinning 
mill at Shanghai, thus creating a fully vertical production unit. 
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labour-saving, more capital intensive products, and their markets were, therefore, 

other developed economies (Wilkins 1970; 1974). The fact that average wage rates 
in America were higher than abroad represented an added stimulus to direct 

overseas investment, encouraging even prof it-maximising, technological monopolists 
to establish plant abroad. 

Continental and British firms, by contrast, did not specialise so heavily in capital 
intensive goods, although the principal stimulus in many cases lay in oligopolistsic 

exploitation of proprietary technology and differences in relative incomes and factor 

costs (Franko, 1974,24-44; Jones 1986a). The geographical spread of overseas 
investment likewise diverged from the American pattern with continental firms 

investing in low-income, low labour cost markets both before and after the second 

world war (Franko 1974,91,103). UK investment abroad concentrated also heavily 

in what has been characterised as 'the safe haven of empire' (Stopford 1974). 

Stopford's original (1974) conclusion that British firms were reluctant investors 

before 1914 has been challenged by recent work (Archer 1986; Dunning 1982; Jones 

1986b; Nicholas 1983) If, as a general axiom, it can be said that overseas 
investment follow the patterns of international trade, Britain appears to have held a 

competitive advantage in primary industries, iron and steel, railways and 

shipbuilding, spirits, tobacco and textiles up to 1940 at least (Crafts and Thomas 

1986), and overseas investment was prevalent in most of these areas, especially 

textiles (Archer 1986). There is a general consensus that the focus of UK 

investment changed after 1945 (Stopford and Turner 1985,45-68; Dunning 1982; 

Dunning and Archer 1987) from colonial markets to Europe and the USA, but often 

only at a slow pace. In general, managerial attitudes to the risks involved in 

investing in developed economies remained consistently cautious for a generation 

after 1945 (Stopford and Turner 1985,64). 

Many of these investments appear to have been prompted by threats to established 

markets. CPA exported to these markets either because they were perceived as an 

opportunity or because outsiders (often agents) persuaded the directors that this a 

certain market had potential. What is important in this context is the process bý- 

which the investment decision was made, an aspect of multinational development 

neglected by the general literature. Multi- or international investment is similar in 

character to other strategic investment decisions generally and the planning of 

strategic change. Perhaps where it differs is in the complexity of the information 

concerning the chosen market and the potential difficulties that may arise from 

monitoring the investment over longer distances than normal. 
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Aharoni (1966) has characterised this process in terms of a step-by-step model. 
Among the initiators to invest, he ranks the drive of high-ranking executives, 
outside proposals and the fear of losing established markets. (Aharoni 1966,49-73). 
Information plays a critical role in the investigation process (ibid, 76- 121 ) the stage 
at which the risks are evaluated and the perceptions of the investigators may 
change (ibid, 282-7). One key step identified by Aharoni is the agreement to be 

committed to a positive decision which alters the nature of the process and leads to 
the emergence of future constraints which shape subsequent decisions. Changes in 

approach occur during the monitoring and negotiating stage and the system as a 
whole develops as the overseas subsidiaries establish themselves. 

The operation of Aharoni's model can be seen from the history of various 
multinational companies. American firms perceived threats from competitors, 
particularly local manufacturers in specific markets (Vernon 1971). More commonlý' 
however, it seems that US firms were reacting to the moves of other American 

oligopolists abroad (Knickerbocker 1973). Moreover, it seems that few American 
firms were prompted to invest because of increased barriers to trade; American 
investment appears to have followed the logic of product development cycles and did 

not follow increases in trade barriers (Wilkins 1974). The history of continental 

and British multinational investment again appears to differ from the American 

experience in important respects. Intra-European manufacturing replaced intra- 

European trade because national government policies on trade and exchange controls 
increased the cost of raw materials (Franko 1974,83-90). The focus and flow of 
British overseas investment was determined not only by general tariff increases by 

colonial governments in the 1930s (Jones 1986b) but because of the prevalence of 
international, mainly European based cartels (Stopford and Turner 1985,55-61). 

These factors resulted in the growing internalisation of international trade into fullý, 

developed overseas subsidiaries. However, as Nicholas (1987) has observed, the 

route to internalisation can involve transacting in a number of 'modes", some of 

which he characterises as intermediate, including licencing, franchising, and the use 

of agency contracts as opposed to arms-length contracting or the establishment of 
foreign sales offices and subsidiaries. The dynamic in the model, that is the 

movement between one mode and another, depends upon the nature and frequencý' of 

the transactions. 

Investment in market information and management structures %was a crucial 
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component of this internalisation process (Nicholas 1987,69). The approach to 
these issues prompted the development of a number of differing models of managing 
production on an international scale. Subsidiaries with American parents often 
developed as international divisions, mirroring the divisionalisation by products 
prevalent in many large American companies during the interwar period and after 
(Wilkins 1970). Continental enterprises managed the relationship with their foreign 

subsidiaries for quite a considerable period of time on a highly intimate basis, 
known as the 'mother - daughter' relationship (Franko 1974,187-198). Both structural 
characteristics were used as learning devices. British companies, on the other hand, 

seem to have managed their foreign subsidiaries very much on an arms-length basis 
(Channon 1973). In many cases this lead to the development of 'free-standing' 

organisational structures, with the foreign-based enterprise being linked to the home 

country by ties of capital rather than management (Wilkins 1988), although as 
Wilkins (1986,501) points out, the principal motivation behind the free-standing 

organisation was the desire to "create the familiar abroad". CPA managed all of its 

subsidiaries on the basis that each plant was a stand-alone operation. The potential 
for learning from managing plants in an international context was therefore limited. 

Part of the problem encountered by British firms when undertaking foreign 

investments, whether they sought havens in empire or not, was how to build durable 

and effective management structures for their enterprises. Simply internalising 

transactions did not necessarily provide central planners with better market 
information; at other times the problems associated with managing agency 

relationships over long distances did not disappear once those agency agreements 

had been transferred into full-scale foreign manufacture. In several cases, British 

firms were only too keen to create foreign subsidiaries with local roots. The 

parents were thus linked to their subsidiaries by ties of finance only, the directors 

pausing once a year to collect the dividend cheque, as was the case at English 

Sewing Cotton with ATC their highly successful American thread manufacturing 

subsidiary. More often than not, British firms merely 'cloned' their foreign 

operations, replicating familiar organisations and internal investment and 

management practices common to the parent firm. Thus, British firms habitually 

starved their subsidiaries of technological investment (with a few notable 

exceptions, Stopford and Turner 1985,109-110) concentrating on production at the 

expense of marketing and distribution with often disastrous, or at best mixed, 

results (Ibid, 97-1314-) 2 

1.10 Summary: the Process of Strategic Change 
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In this introduction I have endeavoured to outline some of the important features of 
strategic change, the factors which affect it, in both a domestic and an 
international context and how these hypotheses can be related to the development 

of CPA. It emphasises that there is a dynamic interaction between markets and 
firms and that changes in market environments will affect firms but not in all 
industries and not in a uniform manner. Firm size can mean that the scope for the 

manipulation of the environment is greater for bigger firms than for a smaller ones. 
The response of firms to changing opportunities or to threats is determined largejý' 
by the choices which senior managers make; and in order to make effective choices 
it is critical to seek out and assimilate the correct form of information. The abilitý' 
of organisations to absorb the lessons of their actions, is a critical variable 
determining sustained future success. Moreover, the implications of the strategy are 
also that a number of resources need to be mobilised, including the financial and 
the structural, to enhance the progress of change. 

This dynamic of strategic development can be characterised as processual (Burrel 

and Morgan 1978). In this respect it differs from earlier conceptual isatio ns of 

strategy as 'logical' or 'rational'. This school of strategic thinking, represented by 

Ansoff (1965) and Andrews (1971), and inspired, incidentally, by the writings of 
Chandler, modelled strategic planning as the matching of internal resources with 

external opportunities. The better the 'fit" between the two, the better the 

predicted outcome. These ideas were later developed to include a hierarchy of 
logical approaches and the belief that there were generic strategies and recipes for 

success followed by most of the leading players within each industry. However, 

these models often failed to take into account the fact that a number of recipes 

were necessary for those firms operating in international markets. 

An alternative view, espoused by Mintzberg (1978; 1987), characterised strategic 

change as 'emergent', that is a pattern evolving over time from a stream of 

previous decisions as a firm reacts to changes in the environment or to changes of 

ambition. In this model of strategy, the planning element is downgraded in favour 

of 'crafting' outcomes, using resources which arise or emerge from outside the 

original plan. Mintzberg is indeed so struck by this metaphor of 'crafting" strategy 

(Mintzberg 1987) that he argues for a difference between strategy formulalion and 

strategy formation (Mintzberg 1978,935; see also Miller 1978). The former has a 

planning connotation which the latter does not. 

This approach is perhaps best surnmarised in a paper by Whipp et al (198-1,15). 
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"The process of perceiving and then assessing environmental change and its 
implication for new strategies, structures, technologies and cultures in the firm 
is an immensely complex human and organisational process in which differential 
perception, quests for efficiency and power, visionary leadership skills, the 
vicariousness of chance, and subtle processes of additively building up a 
momentum of support for change and then vigorously implementing change all 
play their part". 

In CPA, this process was stunted. The process of perceiving and assessing 

environmental change did not, in most cases, appear to have any immediate impact 

on strategy formulation. Whatever momentum for change existed within the 

company (and it was never entirely absent) was subordinated to the received 

routines which the directors adopted whenever they were faced with either threats 

or opportunities. They did not build any lasting capability with the organisation for 

them exploit whatever opportunities did come their way. As a result the advantages 

which they possessed remained latent only and were eventually dissipated. 
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2.1 Calico Printing In the Eighteenth and Nineteenth Centuries 

Calico printing as an art can be traced back to the times of the Ancient Egyptians. 

Modern textile printing techniques were developed in India (calico" is a corruption 

of Calicut or Calcutta), migrating westwards as the Indian subcontinent was opened 

up by first the French and later the British. As a craft, it was considered to be 

"the cheapest means of adorning fabrics 
... and adaptable to almost every 

requirements", and Indian cotton cloths were in heavy demand for printing in 

Britain. In the eighteenth century London and Glasgow were the early centres for 

calico printing and the related craft of turkey red dyeing, but by 1760 the craft 

had reached Lancashire (Turnbull 1951, chapters 1-3). Calico printing was a 

Europe-wide industry with centres in France, Switzerland and parts of Germany 

(Chapman and Chassagne 1981). 

The earliest printers carved their patterns onto wooden blocks which were then 

soaked in the required colours and pressed onto fabrics resting on tables. Colours 

were organic and fixed as well as they could be with resins made from cereal 

extracts. Designers, engravers and printers were highly skilled craftsmen yet some 

early manufacturers produced cheap prints by creating patterns on blocks with a 

series of pins. This called for little skill and was performed by female labour. 

Successful patterns could be bought or pirated from other manufacturers, thus 

dispensing with the need for either designers or engravers. A considerable number 

of the firms which were merged to form CPA were founded during the golden age 

of block printing which lasted from about 1760 to 1830. 

It was during the nineteenth century that the trade was affected by two 

revolutionary technological developments. The first of these was mechanisation. In 

1783 Thomas Bell invented the first reliable calico printing machine which could 

print fabrics in up to six colours. Bell's machine was not the first of its kind, 

(that had, apparently, been patented in the 1740s) but its principal feature was the 

revolutionary 'doctor', a sharp steel bar which removed all excess colour from the 

roller prior to contact with the cloth (Turnbull 1951,79-84). At first these 
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machines complemented block printing and were not designed to replace it-I 

Designs were engraved first onto a wooden block which formed a master block 

pattern; this was then transferred to a copper sheet wound around an iron roller. 
As the technique became better established, designs were transferred directly onto 

copper rollers. In a pattern consisting of a single colour, the design would be 

engraved in total onto one roller. In a four colour pattern colours each rollers 

carried the relevant parts of the design to be printed on the fabric in each 

respective shade. The fabric rolled through the machine and the rollers rotated in 

their colour troughs to leave the pattern imprinted on it in a series. The pattern 
length was determined by the total circumference of the rollers. The development 

of machine printing led to significantly increased productivity and lower costs. 
Indian manufacturers could no longer compete and the import trade which had 

formed the early basis of the industry ceased. 

The second most significant development in calico printing was chemical. The 

discovery of "vat colours", that is colours with a synthetic base, in the late 

nineteenth century led to the eventual development of more elaborate patterns 

produced with more novel shades of colour. By the time of the CPA merger, the 

chemistry of calico printing had reached the stage where colours were 'fast', ie, 

able to withstand repeated washing without either running or fading. In eighteenth 

century Manchester, Thomas Lightfoot made some of the first experiments into 

fixing inorganic pigments and he established a tradition at the works of FW 

Grafton at Broad Oak which persisted throughout the following century. 

Before the systematic development of printing machines, the fixed capital of 

printers was minimal and held mostly in the form of stock. The widespread 

introduction of printing machines increased the amount of fixed capital required 

reducing the unit cost per piece (I piece = 30 linear yards) since the machines 

could manufacture up to 100 times more printed cloth for the same labour charge. 

An added requirement was a large supply of water of the requisite purity necessary 

for bleaching, dyeing and printing, the preliminary processes of which were broadlý' 

similar. Such was the demand for water that works acquired monopoly water rights 

that were attached to the works freehold. The increase in initial sunk costs, the 

expansion of working capital and the increasing premium put on adequate water 

I An inventory of firms made in the Lancashire area in 1845 showed that no 
firm had more than 13 machines and almost all still had printing 'tables'. Turnbull 
1951,347. 
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supplies made entry into the industry increasingly uncommon as the latter half of 
the nineteenth century wore on. 

The early printing concerns, such as Robert Peels's printing works at Bury, were 
vertically integrated with spinning and weaving. After 1850, the development of 
better transport and the increasing penetration of world markets by British cottons 
led to the growth of an enormous export trade which in plain white cottons, for 

example, reached over I billion linear yards in 1860 (worth over LIO million). The 

effect on the British cotton industry was the creation of horizontally specialised 

sections based on sharp divisions of labour into spinning, weaving, finishing and 

shipping. These horizontal sections were linked by a series of agents who sold 

cotton bought on the Liverpool spot market to the spinners, yarn to the weavers 

and grey cloth to the shippers. The shippers held significant quantities of working 

capital in stocks which were put out 'on commission' to printers, bleachers, dyers 

or general finishers, according to the style required for the market each shipper 

wished to cater for. The market power of the shippers and their agents, the 

merchant converters (so called because they 'converted' grey cloth into a finished 

article), was considerable and since no printer in Lancashire had a monopoly in any 

particular style, merchants could pick and chose between those firms which could 

offer them the best prices. 

Calico printing was a seasonal business, with production for most markets peaking 
in the spring for sale in the summer and autumn. In the later nineteenth century 

some of this seasonality was reduced by the manufacture of prints for the 

Australian market, but this never became a mass market and its overall effects were 

minimal. Production was divided into prints manufactured on commission for outside 

clients, usually merchant converters working for either the big export houses in 

Manchester (such as the Ralli Brothers), or for wholesalers catering for the home 

trade. Some firms merchanted their own productions which at the end of the 

nineteenth century were sold mainly 'in the piece' to retailers to be made up by 

their customers at home. In 1899, CPA produced most of its prints on commission. 

In commission printing, the merchant converter would take the client's cloth and 

put it up for auction, taking, usually, the lowest price tendered, unless he had a 

prior arrangement with a favourite printer. Some customers also provided the 

designs, particularly in the style involved was popular and known to be a 

guaranteed seller. Otherwise the printer would provided the design which would 

remain his property throughout the transaction. Providing designs inflated the cost 

of the final print and fashion designs involving a degree of novelty (and hence risk 
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to the printer) commanded a further premium. Once printed, the cloth would be 

passed back to the merchant who would either sell it of his own accord or give it 
back to the original client. Under these circumstances the prints bore the client"s 
mark or ticket, and the goodwill attached to them rested with him. Companies 

which merchanted a proportion of their own production direct to the shippers or 
wholesalers, carried the stock risks involved when producing or buying cloth for 

printing in their own works; but they enhanced their goodwill in the process by 

building up brand names which allowed them to charge higher prices. 

The manufacturing process began with the stitching together of the number of 

pieces of 28 or 30 yards needed to make up a customer's order. These 'lumps" of 

cloth would then be bleached prior to printing. The first stage involved the 

singeing of lose fibres on the fabric pile by passing them through a parallel series 

of gas jets (one directed at each side of the cloth) at the rate of approximately 100 

yards per minute. The lightly scorched cloth was then plunged into water to put 

out the sparks. The cloth was next wound round into the shape of a spiral and fed 

into a soaping kier. This contained a chemical mix designed to reduce the acidity of 

the fibres and ensure that the cloth emerged with a uniform colour tone. These 

spirals were finally fed into a bleaching kier where they were 'chemicked', that is 

bleached, and prepared for other finishing processes such as printing. Some of this 

cloth could be marketed as toile blanche, or bleached fabric. Other portions were 

either dyed or printed by feeding, unwound, the fabric through a printing machine. 
It was at this stage that various resins, starches and other chemicals would be 

applied to give it a gloss finish and to hold the colours fast. In the twentieth 

century, a great deal of research was undertaken to improve the quality of the 

finish at this stage, and it was these finishes as much as the design content, which 

determined the cloth's final value in the market place. 

Figures on the economics of calico printing are difficult to find. A schedule of 

costs broken down into their constituent parts per piece of manufactured prints 

have survived for four half years 1935 to 1938. These figures refer to 

manufacturing costs onlý,, plus 'on-costs" (fixed wages; rates, insurance and upkeep, 

interest and H/O charges less rebates on drug and colour charges). They do not 

include the cost of the cloth used. The schedule (below Table 2.1) shows that the 

two biggest elements of mapufacturing costs were weekly wages and colours. In 

1935, CPA manufactured 4.4 million pieces in the first half year, at an average 

works" cost of 59.6d per piece. Pure manufacturing costs represented 43.,, 2d or 

72,5%, the remainder being on-costs. Drugs and colours came to 17.74d 
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colours cost an average of 10.57d or 17.7%. The biggest item was wages, which in 

1935 cost 11.91d per piece or 19.9% of total manufacturing costs. Next in the scale 

came energy at 4.22d (7%) followed by sundry other charges: bleaching, printing and 
finishing (1.59d per piece at CPA works or 2.6%); packing; general stores, blankets. 

lapping and bumps; and miscellaneous items. 

Table 2.1 Manufacturing Costs at CPA Works: Half Years 1935-1938 

1935 1936 1937 1938 

d % d % d % d % 

Chemicals 5.4 9.0 5.2 9.3 5.2 9.0 5.2 8.6 
Cereals 2.5 4.1 2.5 4.4 2.9 5.1 2.6 4.3 
Colours 10.6 17.8 10.0 18.0 9.5 16.6 10.7 17.7 

Total 18.5 31.0 17.7 31.8 17.6 30.8 18.5 30.6 

Wages 11.9 20.0 11.7 21.0 12.1 21.2 12.5 20.7 
Power 4.2 7.0 4.1 7.4 4.4 7.7 5.4 9.0 
Finishing 1.6 2.6 0.8 1.4 1.0 1.8 0.6 0.9 
Stores 0.4 0.7 0.4 0.7 0.4 0.7 0.5 0.8 
Packing 0.3 0.5 0.3 0.5 0.3 0.5 0.4 0.7 
Lapping 1.7 2.9 1.8 3.2 1.7 3.0 1.7 2.8 
Others 1.2 2.0 1.2 2.2 1.2 2.1 1.3 2.2 

Allowances 4.0 7.0 3.1 5.6 3.2 5.6 3.0 5.0 

Total 25.3 42.4 23.4 42.0 24.3 42.6 25.4 42.2 

Grand Total 43.8 73.4 41.1 73.8 41.9 73.4 43.9 72.5 

Oncost 15.8 26.5 14.6 26.1 15.3 26.8 16.6 27.5 

Total Cost 59.6 55.7 57.2 60.5 

Net Margin 3.5 6.4 4.8 3.3 

Source: Secretariat (1929-1939), Box 1221, fol 107. 

There are, unfortunately, no comparable cost statistics from the early 1900s. 
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However, Turnbull, in his (1935) MA thesis on calico printing2 states that the 

overall patterns of costs did not change in the entire interwar period. Colours, 

wages and on-cost charges were the biggest cost elements per printed piece. 

In terms of markets, the calico printing industry had developed into a considerable 

export business by the end of the nineteenth century as shown in Table 2-2 below. 

From 1893 to 1898 the average yearly export of printed cottons from the UK was 
977 million yards, valued by the Board of Trade at LIOA million. Nevertheless, 

although the market could support a considerable number of firms producing only a 

very small range of goods, the profits that such firms could be expected to earn in 

any one year was heavily dependent upon the movement of prices. In the 1890s 

calico printers were faced with cyclical demand. When export demand dropped by a 
few percentage points as it did in both 1897 (by over 150 million yards after a 

record year) and 1898, the result was often a severe price war to secure orders 
from the merchants. 

Table 2.2: Exports of Finished Cotton Piece 
1889-1902 (million yards) 

Goods 

Year Bleached Printed Dyed 

1889 1181 948 587 
1890 1257 950 593 
1891 1257 904 575 
1892 1212 948 596 
1893 1094 988 626 
1894 1400 982 661 
1895 1279 997 649 
1896 1307 1073 741 
1897 1241 877 631 
1898 1287 959 709 
1899 1356 1059 860 
1900 1306 957 840 
1901 1533 910 815 
1902 1304 961 869 

Source: Customs and Excise, Annual Trade Reiurpts. 

The subsequent history of CPA branches sho\;., ed that in the first decade of the 

IN 

Turnbull (1953), pp. 256-258. 
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twentieth century (see Chapter 3 below) it took only a small drop in prices to turn 

very profitable branches profits into losses. As the economic analysis of branch 

statistics from the early 1900s shows, the available margins on which printers 
operated were often very slender, particularl)- for those branches producing at 
prices less than 2s per piece. There were thus strong pressures in the late 1890s 

to come to some arrangement with regard to prices, and the latter part of the 
decade offered considerable opportunities to solve the problems posed by excessive 

competition. 

2.2 The Creation and Organisation of CPA 1899-1902 

It was against this background of savage price cutting and cyclical demand that 

several eminent calico printers began negotiations which culminated in the 

agreement to merge, witnessed by 73 vendors on 2 December 1899 in a Manchester 

solicitors office. 3 The meeting unanimously elected Francis Frederick Grafton, 

owner of one of the member firms of which the new company was composed, as 

chairman and he was joined by three vice chairmen and four managing directors. 

Immediately after his election, Grafton addressed the meeting with the following 

words: 

"The success of the company rests more with you than with me. If you 
will give to me and all those appointed to official positions your cordial 
support and assistance, work will be rendered possible which otherwise it 
would be impossible to do and all friction will be avoided. I therefore 
appeal to you very strongly for that cordial cooperation not only today 
but in our deliberations and conduct throughout. If you will give us this 
support and co-operation, I feel sure that result can be nothing but 

4 success". 

In addition a committee of nine was elected to supervise the transition of assets 

from the vending firms to the new company, christened the Calico Printers 

Association. Grafton's words echoed the optimism felt by many of those present. 

This was best summed up by a telegram sent to the meeting by one of the vendor 

firms' directors: "hope springs eternal in the printers" breast". 5 

3 Although it is known that calico printers had been negotiating to merge for 

several years (see Turnbull 1951,325), little has survived in CPA archives. The 

prospectus noted that the main points for merger had been settled on 30 September 
1899, and that the solicitors. pocketed 2% of the total purchase price. 

4 D[irectors] M[inute] B[ook], 1,2 December 1899,4. 

5 lbid, 3. 
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The Calico Printers" Association consisted of 46 printing firms and 13 merchanting 
firms in England and Scotland. At the time of its creation, CPA was the largest 

corporation in the UK with capital of L8.2 million, 6 composed of 5 million ordinary 

shares worth il each and E3.2 million of 4% First Mortgage Debenture Stock. 

fl, 066,666 of the Debenture Stock and fl, 595,170 of the ordinary shares were 

reserved as part payment for the assets of the Vendor firms (the balance being in 

cash). This left approximately L2.1 million of the Debenture stock and 0.4 million 

available for public subscription. 7 32 of the printing firms and three of the 

merchants were located in either Manchester, south Lancashire, north Cheshire and 
Derbyshire. The remaining 14 printing firms and three of the merchants were 
located in Glasgow or in the nearby Vale of Leven. Two merchants had offices in 

both Manchester and Glasgow (Table 2.3 below). 

Table 2.3: Capacity of Vendor Firms 1899 

Machine Range No of Firms Total Mach % of Total 

1 -10 14 101 12 
11-20 21 327 39 
21-30 5 130 16 
31-40 3 105 13 
41-50 1 45 5 
54 2 125 15 

Total 46 830 100 

Source: CPA prospectus 

51% of the productive capacity of the new combine was composed of firms 'ývith 

between I and 20 machines. The smallest firm had four machines (A R MacGregor 

and Co) and the largest JH Gartside and Co had 74. The median number of 

machines was 16 and the mean 19. The English firms were more diverse with a 

larger disparity between the largest and the smallest firms. The Scottish firms, by 

6 In 1905, according to a ranking order prepared by Hannah (1983,187), CPA 

was the fifth largest company by issued capital and the second largest textile firm 
behind the Paisley thread combine J&P Coats. 

7 Prospectus, 8 December 1899, p. 1. 
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contrast, tended to be smaller than their English counterparts, although the largest 
firm, the Thornliebank Company, was third in size behind JH Gartside and Edmund 

Potter & Co. CPA could also count among its assets 277,264 spindles, 6656 power 
looms grouped in five mills, and a French printing plant at Malaunay, on the 

outskirts of Paris. 8 

Biographical details supplied by the prospectus indicated that calico printing was a 

mature business with limited entry within the preceding half century. Most of the 
firms were well established at the time of the merger and some could trace their 

origins back to the end of the eighteenth century, or even earlier. Only a handful 

were less than twenty years old in 1899, although the youngest firm had been 

founded in 1891. The valuers calculated that average profit of each firm for the 

years 1893-1898 was E455,828 (before interest and tax). CPA acquired from these 
firms' assets worth E7,693,504. Of this, Rushton, Sons & Kenyon, (CPA's valuers) 

considered that L4.7 million was a fair price for the buildings, properties, plant and 

machinery. CPA underwrote a further fl. 8 million of the vendors' book debts and 

stocks. E894,000 was paid out for copper rollers valued at 8d per lb (a discount of 
25%); and f 152,000 was paid for sums to be spent on expanding the buildings and 

adding to the machinery, the firms' designs, engravings and samplings. 9 

The agreements drawn up and dated 2 December 1899 provided for the transfer of 

the goodwill of the business and the exclusive rights to the name of the firm; the 

water rights attached to the plant, the plant itself, plus land and buildings, copper 

rollers, stocks, designs, engravings, utensils, horses, carts etc; indeed everything 

connected with the business except firms' cash in hand at the bank and their 

investments. CPA thereby acquired 34 freeholds of about 1730 acres, 9 long 

leaseholds of about 173 acres and 15 shorter leaseholds (up to 99 years) of 

approximately 325 acres. Accompanying these land titles were extensive water rights. 

In addition there were a number of Manchester warehouses with freehold sites 

consisting of over 3,000 cubic yards; town and rural houses (the Thornliebank lease 

had an entire village attached to it) and rights to considerable rents and 

allowances. The total capacity of the works was reckoned to be 830 machines or 

8 its formal title was Etablissements Grafton Franqaise, a subsidiary of F 
Grafton. 

lbid, p. 6. 



85% of productive capacity in the UK-10 All of these assets were to be 

transferred from the vendor firms to CPA by the end of June 1900 in exchange for 

shares worth up to a third of total asset value and the balance in cash. 

This merger of nearly sixty independent businesses, covering all aspects of cotton 
manufacture from spinning to shipping, was justified on the grounds of improved 

economic efficiency. These were outlined in the prospectus. The new board desired 

"to emphasise their opinion that as the outcome of the amalgamation far different 

and more profitable results may be confidently expected in the near future than 
have been realised for many years past". The prospectus blamed overlapping styles 

and savage price cutting for many of the losses, leading to "an immense waste in 

sampling, engraving and pattern distribution". By contrast, "large economies" would 
be obtained by "the centralisation of buying and finance and concentration of 

production". Moreover, among the benefits accruing to the new Association was an 

acknowledgement of its monopoly power. Because of its size, the prospectus argued, 
CPA would have virtual assurance of the first use of new technology and the best 

engravings and patterns; the best results in calico printing would, under the 
direction of skilled management, be manifest in the new company; while finally, due 

to the large savings accruing from concentrated production, CPA would be able to 

compete more effectively in domestic and 'neutral' foreign markets. II In many 

respects, the prospectus was an admirable document. The germ of CPA's early 

strategy was distinct to those adept at reading between the lines and it was explicit 
in its emphasis on the need for sound management. Unfortunately, CPA's early 

constitution mitigated all the promises of greater efficiency. As one contemporary 

authority put it, "the form of administration ... resembled the crude democratic 

expedient of government by mass meeting .... 
it was a lumbering leviathan" (Macrosty 

1907,147). 

Most of CPA's administrative dilemmas arose from its peculiar constitution. At first 

CPA attempted to give all the vendor-managers a stake in both the ownership and 

the control of the new company. Under the terms of the agreements dated 2 

December 1899 and signed by most of those present at the first meeting, the 

vendors pledged to sell their assets for a consideration in both shares and cash. 

Under clause five of their personal Service Agreements, most vendors were 

10 The accuracy of this claim is crucial to an understanding of CPA's early 
market strategy and is examined in further detail below. 

II Prospectus, p. 
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entrusted with the management of their works; as an incentive they were promised 
bonuses worth 5% of profits. They were also made directors of the ne'%X. company. 
There were 79 directors in all which one (Francis Grafton) was elected both 

chairman of the company and chairman of the managing directors; three were vice 
chairmen (John Henry Gartside, James Hyslop Macmillan, and Charles Henry Neville) 

and a further four were managing directors (Lennox Bertram Lee, George McConnell, 
Zechariah Henry Heys, and Robert McKechnie). The vice chairmen were also 

managing directors. 

The remaining 76 directors 12 were all drawn from the ranks of the former owners 

of the printing branches or the merchants. The basis for qualification of the 
directorate was determined by the machine power of the vendors" worksl3. In 

general, the cut-off point was approximately 20 machines, below which most firms 

had only one representative director. Some firms, four in all, clearly those that 

were destined to be closed by the new management, had no representation at all. 
The directorate contained an anomaly: one of their number was recruited from the 

ranks of Sackville & Swallow, a firm which remained an independent printer after 
CPA's merger. By April 1900 it was evident that Sackville & Swallow would not join 

CPA and Mr Sackville was asked to resign his seat. 14 

Only a handful of the directors held official posts under CPA's constitution (see 

Figure 2.1 below). Some of these, such as the chairman and the vice chairmen, 

were largely titular in as much as their holders were not bound by the company's 

constitution to serve as full time officers. The executive committee acted in theory 

as a co-ordinating committee between the managing directors and the branches. At 

head office there was a constellation of ad-hoc committees, mostly concerned with 

the smooth transfer of assets, stocks, copper and designs from the vendors to CPA 

and of shares and cash from CPA to the vendor- managers. The election of separate 

officers from within the ranks of the main body of directors implied a split of 

12 Three more were elected at the second Board meeting on 8 December 1899, 
DMB, 1,8 December 1899,2. 

13 Consequently, JH Gartisde and Co as the largest firm with 74 machines 
had the largest number of directors, 7. The relationship between capacity and the 
size of each firms representative directorate was never fully consistent. The Whalley 
Abbey Printing Companý- was the sixth largest concern in CPA with 25 machines but 
it had only one director on the board compared with the three firms below it in 

rank which each had between 20 and 24 machines and two directors each. 

14 NI[anaging] D[irectors'] M[inutel B[ook], 1,18 April 1900, Iii, p. 180. 
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responsibilities. At their first meeting, the managing directors determined that the 
management board (ie the managing directors) should decide all matters relating to 
the general strategy of CPA and all outside matters relating to it. 15 The executive 
committee, which met five days after the first full board meeting, on 7 December 
1899, was concerned with "all dealings between the Association and the branches 

submitting matters of such importance to the managing directors as they feel ought 
to be confirmed by the whole Board". 16 The meetings of the full board of directors 

were originally fixed for every quarter but in May 1900 this period was shortened 
to once every month. 17 Both the executive committee and the managing directors 

met as many times as they felt was necessary. 

Figure 2.1 CPA Management Structure 1899-1902 

Chairman 

Management Board 
(6 members) 

Executive 
(6 members) 

Ad-hoc Committees 

Board of Directors 
(76 members) 

The men who ran CPA in these early days are somewhat shadowy Victorian figures. 

Francis Grafton revered in the trade at the time of his election, not merely because 

he maintained the tradition of Thomas Lightfoot, whose Broad Oak Works formed 

the core of FW Grafton & Co's business, but because it was his prestige which had 

15 lbid, 21 December. 1899, iv(a). 

16 lbid, iv(b). 

17 DNIB, 1,24 May 1900,5. 
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resulted in the successful creation of CPA. His election as chairman met with a 
unanimous response and it was clear from the tone of the proceedings of the first 

meeting that he was regarded with great affection by most other printers. 18 His 

colleagues on the management board came from the ranks of the larger branches 

and the average age must have been high given that one director noted at their 

election that "young, able men will soon have their opportunity". 19 The only 

managing director on which there is any surviving biographical detail is Lennox B 

Lee. Born in 1864 into a large and famous cotton dynasty (his uncle was a founding 

partner of Tootal, Broadhurst and Lee), Lee had great success at his father's print 

works, the Rossendale Printing Company, training in both Germany and the UK 

after a classical education at Eton. He was reckoned by most who met him to have 

a strong personality and a deep knowledge of both the technical and marketing 

sides of printing. 20 

In the early months of 1900, the managing directors began to create the 

organisational form necessary to make effective the economies outlined in the 

prospectus. Some attempts were made to centralise buying, stock allocations and 
finance. On 8 February 1900 a small committee of three men (one executive 
director and one representative from both Scotland and England) was formed to 

regulate the buying of materials for the branches. The management board 

recognised that there would be an interim period in which the branches would be 

allowed to cater for their own requirements by referring to a list of supplies 
furnished from head office. They also agreed to dispense with a buying expert and 

rely on their own expertise. All buying was to be conducted centrally and dealing 

done directly with two or more manufacturers chosen by the committee. Stocks were 

to be held in Manchester and Glasgow only and delivery should be provided free. 

Vendors were obliged to charge the lowest prices offered to other clients and this 

price was to include all arrangements undertaken with other customers by 

prospective vendors. CPA insisted on being granted an indemnity against legal 

proceedings against vendors and also the right to be able to take up any novelty 

colours offered to either the United Turkey Red Company or the Bradford Dyers. 21 

18 Turnbull describes him as "a commercial genius, with few equals" (Turnbull 
1951,84). 

19 DMB 1, December 1899,3. 

20 See Dictionary of Business Biography, 3 (H-L), pp. 715-725. 

21 MDMB, 1,8 February 1900, i, pp. 59-67. 
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The allocation of financial resources and the mon. itoring of accounts were similarly 

centralised. On 30 January, the management board created a Finance Committee, 

consisting of Grafton, Gartside and FJ Newall, whose function was to vet all 

questions of capital expenditure. 22 Payments were controlled centrally and no 

cheques were acceptable other than those issued at head office. Invoices were sent 

out by the branches and copies forwarded to head office to be entered into a day 

book. This would be checked periodically to determine the state of each branch's 

sales. Payments made by branches direct, for goods required, would be paid for on 
fixed times each month; those for goods bough centrally would be made by a 

transfer of funds from head office to the branches. They were instructed to keep 

4'simple' accounts which would be checked against those kept at head office. 23 

The authority for administrating and monitoring head office and branch activities 

was vested in the executive committee. It was reformed on 30 January 1900 and 

given a specific form of operation. It consisted of four managing directors and was 

empowered to carry out the policy of CPA, as determined by the management board. 

It absorbed all management functions undertaken by the ad-hoc committees (except 

those relating to stocktaking, verification of stocks, engraving, sampling and 

insurance) and it was permitted to create further committees of its own. It 

reported weekly to the management board. 

From the beginning, the branches were instructed to furnish the executive 

committee with highly detailed information. Data regarding orders booked and 

prints manufactured were to be submitted to head office every week. These figures 

were collated into a 'day book'. In addition, the accountant supervised a salaries 

and expenses book and a private cash book (in which all confidential information 

was entered), as well as an ordinary trade cash book. Correspondence between CPA 

and its customers concerning bought returns would be conducted by the branch; 

notice of sold returns would be sent to the branches in duplicate. It was a highlý- 

bureaucratic arrangement; later it excited some comment, but the managing directors 

insisted that supplying information this frequently was commonplace before the 

22- lbid, 30 January 1900, iii, p. 45. 

23 lbid, 8 February. 
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merger. 24 

The branches were immediately organised into groups. 25 In all there were ten 

numbered groups composed of firms which undertook work of similar quality, and 
three others, A-C, made up of firms which could not be classed with others. 
Groups One and Two contained the high class printers like Graftons, Potters, 

Schwabe, Strines and Gartside. These works also happened to be among the largest 

in CPA. Firms in Groups Eight and Nine produced cheap printed fabrics selling at 

under 2s per piece. Group C was composed of CPA's spinning and weaving capacity 

which were merged with four other firms to form a single branch. Each group 

was organised under a Group Manager who was directly responsible to the executive. 
Stock levels for each group were set separately and controlled by head office. 26 

The grouping of capacity was a task made essential by the information demands 

made on the branches by the centre; it was also an important element of the 

management board's early competitive strategy. 

2.3 Business Strategy 1900-1902 

For the first eighteen months of operations, the management board pursued what 

may be described as a 'hidden agenda' centred around fixed minimum prices and 

cartel agreements in overlapping businesses with other textile finishing combines. 
Nevertheless, even the early success of this strategy could not insulate CPA from 

the full effects of the demand cycle and the need arose to define CPA's relative 

competitive strength and to adjust its capacity accordingly. The second strategy 

called for flexibility and the proper exercise of central management control; the 

failure to pursue both in tandem invalidated the original strategy and brought the 

company's ill-conceived management structure increasingly into question. 

Fixing minimum prices was not expressly stated in the company's prospectus but 

since one strong motive for merger had been savage price cutting in the 1890s, the 

policy was a logical outcome of CPA's large market share. The prospectus had 

calculated this to be 85% of all machine capacity in the UK. All the evidence 

suggests this to have been an absurdly optimistic claim. Although undoubtedly 

24 Secretariat, Box 3, proceedings of the special shareholders" committee 
(transcript), 2 July 1902, Lee's evidence, p. 39. 

25 MDMB, 1,4 January 1900, ii, p. 14. 

26 MDMB, 2,14 May 1901,1, pp. 179-184. 
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large, CPA had not persuaded either the United Turkey Red Co (UTR), Steiners or 
Sackville & Swallow to join, all of which were large firms. In Lancashire alone, 
there were still at least 49 separate calico printing firms in 1903.27 Although some 

of these were principally dyeing firms, it implies that they had an average machine 

capacity of 2J machines each, which is implausibly low. 28 It seems more likely to 

conclude that CPA's actual share of capacity was in the region of 70%. In any 

case, the fact that the management board actively sought to conclude price 

agreements with both UTR and Steiners suggests that CPA"s oligopoly power was 

more imagined than real. The task was complicated by the bewilderingly large 

number of styles and markets that CPA catered for. Both CPA and its fellow 

combines, UTR, the Bleachers' and the Dyers' Associations, had overlapping interests 

in which CPA's market power, and hence its ability to set prices, was relatively 

weak. 

CPA's competition strategy was best summed up in an address by Grafton to the 
directors on 8 August 1900. Grafton declared, 

"we want you .... to impress upon our numerous customers that our chief desire 
is both to interest them and to encourage trade for our mutual benefit. But 
those who are unable to adopt our plan at once will be given every facility to 
make the necessary arrangements for changing, should they have bona fide 
arrangements with our competitors. We do not propose to act in a any 
arbitrary fashion, and for that reason we are making arrangements with certain 
firms, both calico printers, dyers and middlemen, to work with us and as long 
as they do so loyally they will be considered our allies". 

Grafton included among the list of CPAs allies BA, Steiners and UTR. Those firms 

which promised to give all their orders to CPA would receive: the advantages of 

CPA's full range of productions; prices which would be considered competitive with 

those of any other firm; and support to those customers which faced severe 

competition in home and foreign markets. CPA would also refuse to sell patterns 

and designs to those firms supporting outside competition, and guarantee a series of 

discounts based on yearly turnover of those firms giving the whole of their trade to 

CPA and its associates. He conceded that they would have to check the bona fides 

of those wishing to profit by this arrangement and any orders from shippers at 

27 According to Worral's Lancashire Texale Di'reciory, 1903, p. 241 ff. 

28 In 1902 Steiners had 58 machines, which would have left 75 machines 
between 48 manufacturers or li each. See Secretariat, Box 3, minutes of special 
committee, 3 July 1902, Barr's evidence, p. 14a. 
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prices lower than those offered by other firms would have to be refused. The 

directors resolved to establish a seven man competition committee whose function 

would be to explore the possibilities of securing business from those buyers %A, 'ith 

whom the directors were on friendly terms. The data supplied by this committee 

would then be used by the intelligence department as a means of allocating effort 

and resources. 29 

Grafton had initially wished to raise prices by one eighth of Id in December 1899, 

but was dissuaded by other members of the management board from doing so. 30 In 

January 1900 the management board began to draw up lists of prices for all its 

products and on 23 January Grafton entered into a series of price negotiations with 
Nuttall, the Managing Director of Steiners. 31 Progress, of a sort, was swift. On 6 

February Nuttal had persuaded the management board to reduce their prices to 

Steiner's level (an average reduction of two-thirty secondths of a penney) followed 

by a fresh list of prices to be issued in April. 32 A week later, CPA and Steiners 

had agreed prices on white grounds, fancies (but excluding blacks and shirtings), 

acid and other colours, pink and purple pads and aniline black discharges. 33 By 

April, Nuttall agreed to follow CPA's prices for sarries and other printed styles and 

to apply them to the goods Steiners consigned abroad, although as most CPA 

managing directors noted, CPA had no proof beyond Nuttal's word, as to the real 

level of prices charged by Steiners for consignments. 34 A similar deal was made 

with the UTR in April 1900.35 

These deals on prices were followed in mid 1900 by an agreement with BDA about 

CPA's dyeing capacity and the beginnings of the negotiations of the first of many 

three-combine agreements on overlapping trades, technology transfers and the tying 

out of closed works which were to last for over half a century. Grafton felt that 

the large aniline black dyeing works owned by Gartside & Co was the immediate 

29 lbid, 8 August 1900, pp. 200-209. 

30 MDMB, 1,21 December 1899, iii, p. 4. 

31 lbid, 23 January 1900, v, p. 33. 

32 lbid, 6 February, v/ 17, p. 53. 

33 lbid, 13 February,. iii, p. 73. 

34 Ibid, 10 April, i, p. 170. 

35 Ibid, 10 April, op cit. 
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source of contention and he hoped to use it as a bartering counter in exchange for 

shared use of the Schreiner patent, a process which improved colour fastness. In 

June 1900 Gartside cancelled all orders in aniline black dyed styles, 36 but BDA were 

not satisfied with the price demanded for the works. The final agreement (of which 

no details have survived) was sealed by CPA on 18 June 1901.37 

While CPA were negotiating with BDA, they were establishing a convention of the 

three Associations, a forum through which they could raise various issues of 

common concern. The MI)s felt that the time was not propitious for formal 

agreements between the three bodies. In June 1901, the Management Board noted 

that "it was better to arrange for a meeting of the three Associations for the 

discussion and settlement of any question that arose from time to time, but there 

should not be a general agreement between the three Associations owing to certain 
38 [unspecified] legal and other difficulties". BDA indicated their willingness to join 

such a forum in the following August. 39 The Bleachers Association were similarly 

keen, but were unhappy that CPA were in the process of building a large 

bleachworks. 40 Yet CPA formally approved the establishment of a convention 

between the three combines on 27 August 1901.41 The commitment to work 

together began an association which lasted for over fifty years. 

To be effective, the minimum price strategy needed to rest on a thorough 

36 Ibid, 20 June 1900, i, p. 268. 

37 lbid, 18 June, i, p. 207. 

38 lbid, 27 June 1901, i, pp. 218-9. 

39 lbid, 6 August, i, p. 268. 

40 DMB, 11,27 August 1901, p. 89. BA's specific complaints were laid out in 
Gartside's letter of resignation, dated 22 August. 

41 lbid, pp. 97-8. The purpose of the forum was to promote "co-operation and 
harmonious and economical working between the three Associations". Each combine 
would appoint a representative to act with those of the BDA and the BA on a joint 

committee. Its functions were to facilitate joint buying and possibly joint 

manufacture and distribution of products used by all three parties; to remove, 
restrict or limit existing competition and prevent further or increased competition; 
and finally to allow the easy transfer of patents on reasonable terms. All proposals 
'VA, ere to be submitted to the boards of each Association in writing. Disputes would 
be settled by a tribunal, cons'isting of the consultative committee and an outsider (a 
KC), whose verdict was final. The agreement was complementary to others already 
entered into and the costs would be borne equally between the three parties. Lee 

was appointed as CPA's first representative to the tri-partite meetings. 
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understanding of individual work's costs and demanded a united approach by all the 

printing branches. Despite the volume of weekly statistics the branches were 

required to provide, there was clearly a disparity between the costs associated with 

each segment of the market. According to Whittaker, CPA's business was split into 

three categories of prints, of which the cheapest products accounted for 40% of 

output, middle quality prints also 40% and the remaining 20% high quality prints. 4d- 

The accumulated evidence from the special committee of 1902 made it plain that few 

men in CPA, beyond individual branch managers, were aware of the individual costs 

of each style and thus the strategy appropriate to its manufacture. Naturally, costs 
differed according to the quality of the styles produced. Assheton Clegg noted in 

his evidence that, 

" at the top end, you can make money in so many different ways. The 
key entirely depends upon the production at the top end of the trade, on 
the variety and style .... with us economical working is a mere nothing. We 
spend money lavishly and we expect to get it back". 43 

The confusion in the minds of many when trying to ascertain branch costs was 
demonstrated in the evidence of not a few of the vendors. Robert McKechnie was 

typical in asserting that the cost of production should be taken notice of only "in a 
44 general way". 

Not only were the managing directors unable to marshal adequate data on works 

costs they were also unable to co-ordinate the selling effort of the branches. These 

often undercut each other as though the merger had never taken place. Whittaker 

particularly was often besieged by customers demanding lower prices, and at least 

six branches habitually broke CPA's minimum price regulations. 45 Whittaker 

admitted that the prices prevailing for lower class prints which made up 40% of 

CPA's turnover were frequently much lower than the minimum laid down in the 

list. 46 The general feeling among CPA directors was, however, that minimum prices 

did not affect the profits earned on higher quality prints, those which sold for 3s 

42 Special Committee, 2 July 1902, pp. 59-60. 

43 lbid, p. 6. 

44 lbid, p. 20. 

45 lbid, p. 55. 

46 lbid, p. 60. 
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per piece or more. Philippi pressed this point, 

Philippi: it seems you cannot exist on minimum prices. 

Macmillan: most men could coin money on the minimum prices. 

Philippi: where has the money gone? 

Clegg: it has been wasted. 47 

On the other hand, it was admitted that Rossendale, very profitable in the 1890s, 

was now losing money, a fact which was ascribed to a lack of sound management 

after the departure of Lennox Lee. 48 There was some indication that minimum 

prices had made closures easier. 

The mismanagement of CPA's minimum price strategy was compounded by shifts in 

market forces. Although the various price agreements were outwardly successful 

they did not protect CPA from variations in print demand. 1899 had been a bumper 

year for print exports, the best since 1896 at over 1000 million yards (see Table 2.3 

above). In the following year export demand dipped by 50 million yards, and by a 

similar amount the following year. In April 1900, the management board noted that 

CPA was having difficulty filling capacity, particularly in lower quality prints; the 

executive was asked to report on the nature and scope of competition within all 

markets. 49 The executive concluded that there was significant competition, severe 
in some cases, but not specifically around the minimum lists. More important was 

the feeling of hostility towards CPA from the shippers. The committee 

recommended communicating verbally with its biggest customers on the subject of 

rebates and discounts on offer in order to secure their orders exclusively-50 The 

management board left the executive to determine the details of meeting competition 

in foreign markets and was granted the power to appoint foreign agents. 51 

Nevertheless rationalising productive capacity was an early and important part of 

47 Jbid, p. 51. 

48 Ibid, p. 53. 

49 MDMB, 1,25 April 1900, i, p. 185. 

50 Ibid, 22 May, i, pp. 226-7. 

51 E[xecutivej D[irectors] M[inute] B(ook], 1,30 May, pp. 102-6. 



53 

CPA's strategy and some reductions had been foreshadowed in the prospectus. On 4 

January 1900 it was arranged that Zachery Heys would discuss the issue of plant 

closures with Gartside and draw up a list of those works which should be closed. 51 

It seems clear from the management board's early actions that the elimination of 
inefficient plant already owned by CPA coupled with the purchase of other works 

outside the original merger was a keystone of the company's early strategy. The 

closure of works was left to the executive. The first plant to be closed was John 

Brier and Sons, a small works with nine machines, which ceased trading in its own 

right in March 1900.53 After the end of the first year eight works, including the 

Blanefield Printing Company which had ceased trading before the merger, were shut 
down and their production transferred to other printing branches. In the following 

year a further eight whole works, and parts of others, were closed. 

Although the issue of closure had been on the management board's agenda from the 

very beginning, the pace of rationalisation seems to have been quickened by the 

internal debate on competition. The largest proportionate reductions were in 

England where 6 works or 81 machines were stopped. Scotland lost five works (29 

machines out of 219), and nine others had part of their capacity reduced. By the 

end of 1901 the pace of closures began to slow and some 200 machines had been 

stopped of which 22 were transferred to other branches. A list of groups drawn up 

on 5 November 1901 shows that the bulk of closures took place in the middling to 

lower end of the trade, particularly Groups Eight and Nine in which five out of 19 

branches had closed completely and another three were working on reduced 

capacity. 54 The management board combined its strategy of internal rationalisation 

with attempts to extend its share of the industry's capacity. At the same time as 

the vendor-managers were pledging to transfer their assets to CPA, Jones, Crewdson 

were negotiating the purchase of four other firms in the Manchester region (J C 

Semple and Co; J Hill and Co; Syddall Brothers; and Kershaw, Whittham Taylor). 

These firms joined CPA in June 1900 and brought a further, unspecified, number of 

machines within CPA's ambit. The acquisitions cost CPA E149,073; J Hill was valued 

at E64,000 and Syddal Brothers L45,000.55 J Hill and Kershaw Whittham Taylor 

were closed down almost as soon as they were acquired. Throughout 1900 and 1901, 

52 MDMB, 1,4 January 1900, i, p. 13. 

53 Ibid, 27 March 1900, i, p. 146. 

54 MDMB, 2,5 November 1901, i, pp. 318-21. 

55 Secretariat, Box 1, individual agreements between vendor firms and CPA. 
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the management board reviewed the cases of another ten or so firms but there were 
no further acquisitions of printworks until 1905. 

2.4 Management Failures 1900-1902 
Despite the optimism expressed in the early days of CPA's existence, it was soon 
apparent that there were deep divisions within the company. in the first three years 
of its existence, the rift between the directorate and the management board grew 
wider. By March 1902, after the resignation of two chairmen and two successive 
years of poor financial results, it was imperative that a new constitution was 
essential or the affairs of the company would degenerate into anarchy. In mid 
1902, a special committee of outside shareholders and internal directors met to 

consider a new constitution for the beleaguered combine. These hearings uncovered 
evidence of severe tensions between head office and the branch managers. 

Some directors began to voice their discontent in public after only a few months. 
At the fifth meeting of the board, Grafton tried to gloss over these complaints with 

56 a reference to 'persistent but ... untrustworthy rumours'. But at the next meeting 

on 26 July, Grafton had to confront the general feeling of dissatisfaction in the 

open. Grafton was told of "the general feeling 
... that the directors had not been 

taken sufficiently into the confidence of the management board". At the heart of 
the matter lay the directors' demand that "they ought to be accorded a greater 

opportunity of assisting in molding the policy and the methods of the 
57 Association". The chairman replied that, in the case of acquisitions, it was 

impossible to relay the details of secret negotiations between CPA and other firms 

to such a large body of men without prejudicing their outcome. He offered to look 

into the idea of extending the committee system as a means of using the pool of 

management talent open to CPA to its fullest advantage. Mr Gernmell, speaking for 

many of the 55 directors present, "welcomed the report and promised the hearty co- 

operation of himself and his fellow directors in any policy which the management 

board might indicate". 58 On 6 September 1900, however, Grafton and his entire 

management board resigned. His resignation letter spoke of the intolerable pressure 

he had been put under which had been greater than he had anticipated when he 

56 DMB, 1,7 June 1900, p. 33. 

57 Ibid, 26 July, p. 38. 

58 lbid, p. 40. 



accepted the post of chairman the previous December. 59 He was succeeded as 

chairman of the managing directors by John Henry Gartside; the overall position of 

chairman remained vacant. 60 

The appointment of Gartside can be seen as an interim measure forced on the 

directorate by one single circumstance. CPA was desperately short of money. The 

acquisition of four more works, and a surge in the amount of stock being carried by 

the branches had tied up practically all the company's working capital. Since it had 

been trading for less than a year it had declared no profits and so had no reserves. 
Gartside, as the head of the biggest and most profitable works, and possessed of a 

considerable fortune, was the most obvious means of finance available. He agreed to 

become chairman of the MDs so long as he could lend CPA the E200,000 it needed 

on his terms. 61 Gartside declined the chairmanship until he had acquired a more 
intimate knowledge of the company's operations and he did not relent until 25 

October 1900. At the same time, the board agreed to establish a consultative 

committee of 12 directors, to act as the link between the managing directors and 

the directorate although its functions were strictly limited and it could neither 

advise the MDs nor alter any of their decisions. 62 One director, Thomas Boyd, 

tried to persuade the meeting to agree to bind the actions of the MDs to the will 

of the directorate but the motion failed to obtain a seconder and when put to the 

vote, received only minimal support. 63 

Gartside's chairmanship, which lasted until August 1901, coincided with a more 

stable financial position, but it failed to resolve the quarrels between the branches 

and head office. By April 1901, CPA had paid back the money owed to Gartside 

59 lbid, 6 September, p. 43. 

60 Ibid, p. 45. He chose Lee and Robert McKechnie as fellow MDs. 

61 Ibid. The loan was advanced partly by the Manchester and Sanford Bank, 

partly by Cunliffes Bank and partly by the Manchester and Liverpool Bank. The 

security offered was a combination of property worth E150,000 and a tranche of Ist 
Mortgage debentures. The bankers were paid 0.5% in commission, Gartside was to 
receive at least 4% interest and the loan was repayable within twelve months. 

62 lbid, 25 October, pp. 60-63. 

63 lbid, p. 64. 
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and had slashed its bank borrowing from over E300,000 to under f 130,000.64 At the 

same time, the first trading results were announced showing a gross profit of 
f 360,000 out of which a sum of E219,334 was paid for depreciation leaving a net 

profit of f 144,000. This was a return on sales (approximately f7 million) of 5.1 %, 

and a return on capital employed (approximately f4 million) of 9%. Many directors 

were uneasy about the sum allocated for depreciation which prevented the payment 

of an ordinary dividend. 65 The results were clearly a disappointment and although 
1900 was a poor trading year generally for prints, the profits were only a fraction 

of those earned by the firms when independent in the 1890s. Gartside exhorted the 

branches to release more working capital by reducing stocks and much of the 

amount paid in depreciation was composed of stock written down. 66 

At the first annual meeting, the internal discontent was openly acknowledged in 

Gartside"s speech. 

"The eighty directors were but imperfectly acquainted with each other, 
or, what was of greater importance, with each other's views ...... 

it must be 
apparent to them that all changes aiming at reduced expenditure could 
not but be unpopular with those who were affected thereby, and who 
were able to get less in order that the shareholders might get more than 
the old order of things admitted of. They had in consequence, met with 
much opposition and obstruction .... he would go further and admit that it 
took many months before they fully realised the magnitude of the task of 
organising so large a company on suitable lines, or efficiently controlling 
the numerous businesses for which they had become responsible, and of 
initiating the reforms and improvements from which increased profits 
were to be derived. In plain English, they were not equal to the task". 67 

Much, if not all, of the division within CPA was created by the company's strange 

constitution. On the one hand, the responsibility for the efficient running of 

branches was vested in the hands of their former owners. Under the agreement of 

sale, their tenure ran for a period of not less than five years. On the other, while 

these men could, theoretically, overrule anything proposed by the management 

board, they were completely excluded from the creation of strategy, which lay in 

the hands of a small, and seemingly distant, group of men in Manchester. Branch 

64 Ibid, 18 April 1901, P. 80. 

65 11 lbid, p. 8A-- 

66 lbid, 31 January 1901, p. 70. 

67 Financial Times, I May 1901. 
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managers quickly resented the efforts of the executive to impose its will which they 

regarded as unwarranted interference, the more so when the branch was operating 
at a profit. The executive directors at head office, as Gartside complained, had 

neither ownership nor effective control, the vendor managers behaved as though 

they still had both. In many cases the latter had dissipated all rights to ownership 
by selling their shares and forfeited their claim to control by the need of the 

organisation to function efficiently. Consequently when the executive directors 

attempted to impose their authority it was bitterly resisted. 

The evidence presented at the special committee revealed the extent of the friction 

between the centre and the branches. Assheton Clegg, manager of FW Grafton, 

declared: "I am absolutely of the opinion that we want a strong top, who (sic) will 

take a wide survey of things and can be a big simplifier and weld the thing into 
68 one harmonious whole". On the other hand, Clegg was adamant that routine 

central control should apply only to those branches which showed a loss. "For the 

first two years we were always very hostile to the policy of the Managing 

Directors". He complained that "it is more in smaller things that my branch is 

being troubled and in which we have been irritated but we have been strong enough 

to say that we would not be interfered with .... we have been and could afford to be 

independent and therefore have not been bothered". 69 Lee observed that any 

official sent from head office to improve branch working, such as the engineer or a 

specially drafted works manager, was often ignored. 70 

Others were even less generous towards the MDs. Mr Barr, manager of Edmund 

Potter and Co, (another big branch) stated, "we do not want interference from men 

who do not know the practical side of the business. The board has been composed 

of salesmen entirely; the opinion from anyone from the works has gone for very 

little ... there has been a certain amount of unfriendliness all through. The Head 

Office seem to think they are in a position to dictate". 71 Barr laid the fall in 

profits firmly at the door of the MDs: "we attribute it to the Managing Directors 

68 Secretariat, Box 3, special committee transcript, I July 1902, p. 8. 

69 lbid, p. 3. 

70 Ibid, pp. 45-6. 

71 2 July, p. 27a. 
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72 managing the business instead of allowing us to manage it ourselves". Other 

Directors expressed annoyance at the centralisation of designs, the limits placed on 
their cloth and stocks and the enforced concentration of business and the closure 

of branches. 73 

Branch managers complained most bitterly about price fixing by head office. 
Whittaker, CPA's accountant, noted that branches often broke the rules: " we have 

occasionally had to reprimand several very severely ... they explain it by saying 'you 

gave permission to one house and we have taken it for granted that it applies to 
74 another house". Whittaker could think of at least six branches which 

habitually broke the rules and had to be carefully watched. Lee declared that 
Whittaker could give weekly examples where the minimum prices were breached. 75 

Internal competition on prices of this sort only served to play into the hands of the 

merchants and shippers, depressing, in turn, the prices offered by other branches. 

In some cases, branch salesmen were actively encouraged to sell more cheaply than 

rival firms by branch managers. 

For Lee and the other managing directors, the branches were unco-operative and 

gave out imprecise information. "It has been given very inaccurately. A certain 

amount is due to passive resistance.. I can give you one or two cases, although it is 

not so much by the firms themselves, as by branch managers as individuals, they 

seldom withhold information, but they give it inaccurately". 76 The accountant 

observed that he was often suspicious of branch returns and once caught a branch 

deliberately falsifying information. 77 Stanning, a shareholder committee member, 78 

was surprised by both the scope of the statistical returns and the frequency with 

which they were demanded. Bradbury, Higginbotham and McKechnie disagreed and 

pointed out that before the merger most branches furnished this sort of information 

72 lbid, p. 32a. 

73 See for example the evidence of Gemmell who, although in favour of many 
head office policies, did not care for the tendency to centralisation. Ibid, p. 67. 

74 lbid, p. 55. 

75 Ibid. 

76 2 July, p. 39. 

77 lbid, p. 64. 

78 For a list of the committee members see 2.5 below. 
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once a week to its own management. 79 

The evidence of Lee and other MDs showed that the group structure was deeplY 
flawed. It was the policy to have at least one well-managed branch in each Group 

but cases of bad management were common. In one branch there were six managers 

all of whom quarrelled among themselves. 80 One group chairman, Macmillan, noted 
"I meet my managers once a month, our meetings are recorded and the minutes sent 
into the Managing directors". 81 This was common practice and was designed to 
decrease friction by providing a forum at which the executive and the vendor- 

managers could meet. More often, however, it failed to achieve harmony. Part of 

the problem lay in the fact that "the group Chairman's position does not give him 

any power to deal with the vendor-managers in his group, and they won't always 

recognise him". 82 Group chairman played only an advisory role and had little to do 

with the allocation of styles or the setting of prices. 

The evidence gave the impression that the position of the vendor-managers within 

the firm was the root of CPA's difficulties. GL Bolden believed that the majority 

of vendor-managers loyally supported CPA but that the service agreements they 

signed gave some the opportunity to buck the rules. 83 Vendors like Assheton 

Clegg, who believed that CPA's management should be both strong as a whole and 

lose in particular cases at the same time, no doubt represented the majority view of 

a directorate which had failed to think through the implications of the merger for 

individual branches. The MDs were in no doubt as to the pernicious effect of the 

vendor agreements. Bolden noted that all the vendors had been paid substantial 

cash portions for their assets and goodwill and many had sold the shares which 

they had been allocated. 84 Lee cited the case of Birkacre where the vendors had 

79 lbid, p. 41. 

80 lbid, p. 42. 

81 Ibid. 

82 Ibid. 

83 Ibid, 3 July, p. 21a. 

84 This prompted Sir William Mather, another shareholder committee member, 
25a. The to grumble that they "should have been sho\. %, n the door". Ibid, p. 4 

committee chairman, 0E Philippi went one stage further, "If I had been in this 
concern, I would have had all such men brought into court and no British jury 

would have given them a brass farthing". Ibid, p. Ia. 
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been removed and production specifically allocated to it with the result that the 

works became more profitable. 85 

2.5 The Reforms of 1902 

CPA's internal problems persisted throughout 1901. Gartside and the management 
board resigned on 27 August, ostensibly because of the state of the negotiations 

with the Bleachers' Association, but it was clear that many directors were alarmed 

at the prospect of Gartside acquiring too much power within CPA. 86 Gartside's 

action brought the question of the company's management structure to a head. On 

4 September RP Hewit and Lennox Lee were appointed managing directors and 
three schemes for reforming the management structure of the company were 
submitted to the main board, none of which found any favour. 

The stimulus for change came from the shareholders. The results for 1901, 

reviewed on 4 March 1902, were worse than those for the previous year. The 

accountant had already indicated a loss for the first six months of L66,000 in late 

1901 and the results for the full year showed a trading profit of only E22,000 on a 
turnover of E5 million. This, when added to the sum of E144,000 brought forward, 

was enough to pay the debenture interest of L128,000 but still no dividend. 87 Hewit 

urged the board to sanction the creation of further managing directors since he 

wished to resign from the management board and Lee was finding the burden of 

work intolerable. 88 

On 24 March there took place a very stormy extraordinary general meeting of CPA's 

disgruntled shareholders. Only a few fragments of the speeches made by the MDs 

and their opponents have survived. Chief among the management board's opponents 

was Mr Forbes who wished to institute an inquiry into the management style of the 

MDs. Lee countered this suggestion with an impassioned speech. "I protest against 

this proposed enquiry, which I say will do an immense amount of mischief, while it 

lasts and is not likely to end in any satisfactory conclusion". 89 He implored the 

85 2 July, pp. 52-3. 

86 DMB, 1,27 August 1901, P. 89. 

87 lbid, 4 March 1902, pp. 116-120. 

88 lbid, pp. 125-127. 

89 Secretariat, Box 4, extracts from Lee's speech, 24 March 1902. 
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shareholders to instruct the board to elect a committee to investigate the reasons 
for the bad blood between the vendors and the MDs and to suggest a scheme of 

management. This received full support from other directors such as Nevill and, 

when put to a vote, was carried. On 3 April 1902, the board agreed to establish a 

committee of twelve consisting of six directors and six non-director shareholders. 90 

Ten directors were nominated for the six places and ballot papers were sent out to 

each director. Lee topped the poll with 51 votes, followed by Neville Clegg with 
47, Higginbotham, Bradbury, McKechnie and Macmillan with 42,43,38 and 35 

respectively. 91 

These six were endorsed as CPA's representatives on the committee on 28 May and 

were joined by the six shareholder members. 92 These were men of some 

considerable standing in the business community. Frederick Hollins was Managing 

director of Horrockses, Crewdsen Ltd, manufacturer of cotton yarns; Otto Ernst 

Philippi was the former managing director of J&P Coats, one of the most 

successful cotton combines in the UK; John Stanning was the chairman of the 

Bleachers' Association; William Mather's firm Mather & Platt, supplied most of the 

world with textile machinery. The other two non-vendor members, John Thomson 

and Edward Partington, were also businessmen. Taken together, the non-vendor 

members of the committee had a wealth of experience of running successful large 

businesses. Both Philippi and Partington were significant shareholders with 25,000 

and 30,000 shares respectively. The six CPA directors had more than 200,000 shares 

between them; Lee, CPA's largest shareholder, alone had more than half that 

amount. 93 

The committee sat for three months and between 2 and 4 July 1902 it heard 

evidence from 13 CPA Directors. Philippi was elected Chairman. The brief was "to 

investigate the difficulties which have arisen between the vendors and the managing 

directors and the whole system of management of the Association and to draw up a 

scheme for the management of its affairs on lines which are likely to be 

90 DMB, 1,3 April 1902, pp. 131-133. 

91 Ibid, 17 April, p. 138. 

92 lbid, 28 May, pp. 140-142. 

93 Secretariat, Box 4, list of directors and shareholdings, 30 June 1902. 
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successful". 94 To that end they were instructed to examine any action in the 

recent past which had a bearing on the current situation and to seek out the ad, -, ice 

of other combines on the matter of management. The committee called for written 

evidence from the directors95 and spent the first day and a half hearing oral 
testimony. 

By the end of the second day, the committee members were unanimous about the 
form of management that CPA should adopt. "The lessons taught by this 

Association, " Philippi declared, "are that there has been responsibility '%vithout 

authority ..... the point is that, board or no board, absolute power should be given to 

the Executive". 96 There were still some vendor-managers like Forbes and Barr 

who insisted that CPA should function like a real holding company. Under their 

plan, head office would allocate capital resources and collect the dividend at the 

end of each financial year. Otherwise the branch managers would be given 

complete freedom to manage their branches as they saw fit. 97 Such an idea ran 

counter to the management experience of every member of the committee and 

Philippi often could barely restrain his impatience. In general, however, the 

directors favoured strong central leadership concentrated in a small number of 

hands. 98 On 4 July the committee agreed to recommend to CPA's board that the 

company's executive authority should be limited to 12 or 15 "and this board should 

give the managing directors practically a free hand in reference to all questions not 
involving a change of policy or other changes of far reaching importance". 99 On 

the same day, Henry Elton, CPA's secretary, advised all directors of the 

Committee's decision and circulated ballot papers for the election of the new 

central executive. 100 

94 Ibid, 'Scope of the Enquiry', I July 1902. 

95 The vast quantities of written observations and proposals are contained in 
Secretariat, Box 4. 

96 Ibid, 3 July, p. 48a. 

97 lbid, Barr's evidence, pp. 27a-37A; Forbes' evidence, pp. 2a-18a. 

98 See, for example, the evidence of Gernmell, 3 July, p. 68b'Mr Gernmell's 
Ideas as to Future Management'. 

99 Ibid, p. 67a. 

100 Secretariat, Box 3, letter from Elton to vendor directors, 4 July 19021- 
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Both the committee's final verdict and the following vote represented a resounding 

victory for the managing directors and Lennox Lee in particular. Lee topped the 

poll with 56 votes, eight ahead of his nearest rival, George Bolden. Only two of 

the 58 ballot papers admitted in the election failed to endorse his candidature. The 

opposition forces to the MI)s were disparate and politically inept. John Barr, the 

most vocal opponent, received only 15 votes, putting him in 18th place; but further 

opposition was muted on account of the refusal by many directors to submit signed 
ballot papers under the rules of the election. In all, only 70 out of a total of 109 

papers were returned and a further twelve were rendered inadmissable either 
because they were unsigned or late. 101 

Although the committee members were agreed on the general principle of 

management, they spent another two months debating the final details. The Report, 

issued to shareholders on 9 September, blamed "the unavoidable outcome of adequate 

provision not having been made for the conducting the affairs of the Association on 

sound lines" and stressed that the service agreements with the vendor-managers did 

not permit them to overrule the instructions and policy set by the managing 

directors at head office. It also disagreed with the notion that calico printing was 

a specialist business which relied on the individuality of each branch being 

maintained at all costs by those who ran it, regardless of instructions from head 

office. This, the report concluded, was "entirely inconsistent with the objects for 

which the Combination was formed". 102 

The report recommended a scheme of management consisting of three parts. At the 

top of the organisation there was to be a board of directors of not less than six 

and not more than nine men; an executive of not less than two and not more than 

four; advisory committees consisting of between three and eight members. 103 RP 

Hewit, Gartside's successor after April 1901, agreed to remain chairman, while the 

executive consisted of Lee, George Bolden and CJ Higginbotham. The other 

directors would be appointed after the dissolution of the old board. The advisory 

committees were headed by the Finance Committee made up of Hewit and the three 

MDs. There were, in addition, seven other committees: Works Production; Designs 

101 Ibid, summary of votes, 14 July 1902. 

102 To the Shareholders of the Calico Printers Association, 9 September 1902, 
2 3. paras. 5, ý 

103 lbid, para. 27 a-c. 
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and Styles; Concentration; Prices; Trading, and Drugs, Stores and Coal. 104 The 

report stressed the importance of a central statistical department, 105 and Sir 

William Mather persuaded his colleagues to accept an addendum calling for the 

creation of a central research laboratory, although this was not including in the 

original document to shareholders. 106 

This form of organisation was justified on the grounds that it was necessary to 

"supervise 
.. administer.. and advise, whilst co-operating in the general control of the 

business and directing its policy". 107 While admitting that the decisions reached by 

such a small group of men did not necessarily mean that they would be accepted by 

everyone, the Report stressed that "it should be the aim to convince, not to compel, 
but if compulsion has to be resorted to in extreme cases, it must be prompt and 

ef fective". 108 The significance of the advisory committees was to prevent the 

exclusion of many men "of ability, of ripe experience and possessing an intimate 

knowledge of all important matters" from the administration of the company. This, 

the Report stressed "would be a serious loss to the Association" and would become a 

source of dissatisfaction with and antagonism towards the board. 109 

The duties of the advisory committees and the executive were laid out in some 

detail. It was intended that "the advisory Committees shall primarily decide upon 

the measures necessary to increase the efficiency of the branches and upon other 

matters allotted to them, and the principal duty of the Executive will be to carry 

the recommendations of the advisory committees into effect. It must not, however, 

be inferred therefrom that the members of the Executive merely occupy the position 

of managers, whose duty is to carry out the instructions of committees competent 

to enforce their decisions. They will have the right to decline to adopt any 

recommendation of the advisory committees if they think it will be hurtful to the 

104 lbid, A-G. 

105 lbid, para. 16. 

106 See Mather's submission, Secretariat, Box 4, appended to Partington's 

annotated cop), of the report. 

107 lbid, para. 3 1. 

108 Tbid, para. 35. 

109 lbid, para. 38. Report's emphasis. 
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interests of the Association to carry it into effect". 110 Differences of opinion 
between the committees and the executive would be submitted to the board for 

arbitration. The Report envisaged that the advisory committees should be 

permanent institutions whose functions could be modified only by the board. Other 

aspects of CPA's management, such as the grouping of branches, were left for the 
new board to decide. 

The board as originally constituted met for the last time on 9 September 1902.111 
It agreed to put the Committee's Report before the shareholders at an extraordinary 
general meeting which was held on 25 September. The meeting endorsed the Report 

and agreed to the board's recommendations to put E75,000 to a General Reserve. 

Five more directors were elected to bring the total number to six and the size of 
the whole board to nine. The date for the resignation of CPA's 71 other directors 

was fixed for 10 October. 

2.6 Conclusion 

CPA's early failures were among many in the UKs new corporate age. CPA was 
formed at a time when the management techniques required for administering a 

company made up of so many disparate parts were in their infancy. Its inability to 

weld so many individual firms into a coherent whole was by no means unique (the 

linen dyers association collapsed within six years of being formed) but its early 
history was held up by many contemporary commentators, such as Henry Macrosty, 

as an example of how not to run a combine. 

And yet, Chandler's (1976) characterisation of CPA's early management structure as 

a lose federation of family firms with little attempt in the immediate 1902 period at 

centralisation, is wide of the mark. CPA's management structure, particularly the 

wholescale representation of former owners as directors, was certainly absurd and 

ran into difficulties almost immediately. These difficulties arose because the 

managing directors were attempting to order the firm's affairs from the centre, with 

uniform pricing and monitoring. It was this, the closure of capacity, and the 

seemingly secretive process of policy-making at head office (from which the bulk of 

directors, rightly, felt excluded) which caused some of the directors to rebel. 

I 10 lbid, para. 43. 

III DMB, 9 September 1902, pp. 143-7. 
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But it is also true that the disasters which beset CPA in the first two years of its 

existence sprang from the manner of its conception. It is clear that the %-endor 
firms would only sell if a proportion of their number could have representation on 
the main board, security of tenure in their branches and a large slice of the profits 
as commission. These were absurdly generous terms and quite unlike any those 

offered to vending firms in other combines. The negotiating parties were over 
optimistic in the belief that they could offer such terms to the vendors and yet 
still secure the economies of finance and purchasing claimed in the Prospectus. The 

result was that many of the assets offered for sale by the merging firms were 
grossly overvalued while more than half a million pounds was paid for the vendors' 
collective goodwill. The result was that CPA began life structurally flawed both 
financially and administratively. 

That CPA's vendors were able to have both their cake and eat it was itself a 
function of the nature of the individual businesses of which it was composed. The 

merger was not a takeover by stronger firms of weaker ones, as was the case with 
J&P Coats, but a merger of equals. That is certainly how the enterprise was seen 
in its early stages, and in part this was endorsed by the mood of the first 

directors' meetings in late 1899 early 1900. The vendors were greatly surprised 

therefore when the MDs began to concentrate production and to close works. They 

considered that life would continue much as it had before 1899. The wide gulf 
between the managers' expectations and the demands placed on the MDs by the 

need to manage the business as a whole, led to considerable ill-feeling and 

resentment on the one hand, and mounting annoyance and frustration on the other. 

This was accentuated by the management board's early attempts to rule the 

branches via the group structure. 

The motive for change came from the shareholders grown weary of promises of 

future dividends. Their patience proved short. By and large they endorsed the 

view of the business given by the management board. Despite the fact that many 

of the early administrative mistakes were committed by the MDs (and Lee in 

particular), it was they who were to profit from the Special Committee's 

recommendations. Lee emerged from the affair with his reputation enhanced and, 

under the new scheme, it was he who was expected to carry out the board's new 

policies. 
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3: Hesitant Consolidation 1903-1919 

3.1 Introduction 
The decade and a half after 1902 was a period of mixed fortunes for CPA. The 

company"s strategic problems persisted. Newly reformed at the centre, CPA should 
have been ideally placed to exploit its oligopoly power. In practice, however, 

despite almost unhindered opportunities in the Edwardian period and with print 

export volumes reaching unprecedented levels, CPA was unable to capitalise on its 

new structure. The profit record between 1903 and 1914 was mixed; the trend in 

profitability at best matched the rise and fall in overall print exports, but even 

small falls in exports led to exaggerated declines in earnings. On the eve of WIA'l, 

CPA recorded its first significant losses. During the war itself, the company owed 
its bankers more than it had in the dark days of 1900-02. And yet, in 1918, CPA 

declared record nominal profits. Why was this so, and what had changed? 

CPA's strategic dilemmas arose out of its approach to market positioning. For six 

years after the 1902 reforms, the company relied on old strategies based on market 

agreements and fixed minimum prices, using its supposed oligopoly power to secure 

business. As we have already seen, this strategy was based on an exaggerated 

estimate of its overall share of domestic production. I Of greater significance was 

the board's tendency to treat all classes of calico printing as an homogeneous unity 

when in fact the market could be divided not merely according to the nature, but 

also by the value of prints manufactured. Ignoring this elementary marketing truth 

actually made CPA's size a handicap in periods of diminishing demand. In 1908 a 

change of chairmanship led to a new merchanting based strategy and an attempt to 

become more market orientated which met with some limited success. The change 

in strategy was, however, accompanied by largely inappropriate structural reform, 

reversing nearly all of the earlier gains. 

The directors' attempts to rectify the strategic and structural imbalances only 

served to illustrate the persistence of the conflicting public and private agendas 

evident between 1900-02. It was symptomatic of the board's continuing dilemma 

that the solutions came partly from within - the creation of the central management 

I See above, p. 48. 
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committee in 1916 was a considerable administrative breakthrough - but mostlý, from 

a lucky turn of events outside the company's control. The directors had continually 
championed market regulation by price and other agreements, even when the market 
evidence suggested that such measures were inappropriate. CPA's renewed strength 

and profitability from 1918-20 no doubt reflected the advance in wartime inflation, 

but it owed not a little to the creation of the Federation of Calico Printer's price 

cartel in 1916, which effectively gave the company the stability in both prices and 

quantity it had always craved. 

In the Edwardian period and after, CPA needed leadership. To begin with, continuity 

was fragmented. The new board of directors met for the first time on 14 October 

1902. RP Hewit was elected chairman of the company and he was joined on the 

board by three of the non-vendor shareholders who had sat on the special 

committee: Hollins, Thomson and Stanning. The other directors, drawn from the old 
directorate, were Neville Clegg and Francis Schwabe. Thomson was elected vice- 

chairman and Lee was elected chairman of the executive. 2 A further director, 

Charles Heape, was elected on 9 October 1903.3 On 28 January 1904 Stanning and 
GL Bolden resigned from the board and the executive respectively. 4 A month 
later, on 8 February, Thomson died. His death led to a reshuffle on the board on 

24 March. Neville Clegg was elected vice-chairman and Lennox Lee was appointed a 

director, leaving Higginbotham as chairman of the executive. 5 He was joined by 

Walter Whittaker, CPA's chief accountant, on 7 April 1904.6 This pattern persisted 

until 5 November 1906 when S Schwabe resigned to be replaced by his brother 

Major-General George Schwabe who was then managing director of the Schwabe 

works. 7 Schwabe's tenure lasted only eighteen months and he died on 13 June 

1907.8 Two months later, on 3 September, the board elected James Hyslop 

2 DMB, 1,14 October 1902, p. 148. 

3 lbid, p. 210. 

4 Ibid, p. 227. 

5 lbid, p. 238. 

6 lbid, p. 243. 

DMB, 2, p. 124. 

lbid, p. 186. 
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Macmillan to succeed him. 9 

In 1908 Hewit resigned 10 and Lee, aged 44, became chairman, a post he was to hold 
for nearly another forty years. Lee was responsible for much of CPA's varý'ing 
fortunes and it was he who was to stamp his personality on his colleagues on the 
board and the company as a whole. Lee's emergence as chairman and his longevit", 
defined many of the paths which CPA was to follow. His tenure was marked 
immediately by an increasing tendency to centralise in the hope of eradicating many 
of the problems he had encountered as a managing director in the early 1900s. 
While Lee was undoubtedly a leader, he inspired fear rather than devotion and most 
of the people who met him admitted he was a martinet. CPA needed a man with 
his strength of character at the top; none of the previous chairmen had displayed 

as much drive and endurance that Lennox Lee did after 1908. Yet there is some 
doubt that Lee possessed the entrepreneurial flair necessary to propel CPA forward, 

many of the policy failures associated with the 1900-02 period were his 

responsibility and he bore many of the scars from those troubled early times. His 

main pre-occupation after 1908 - finance - was a direct result of the cash- 

starvation which CPA had suffered in its first two years. This concern was not 
lessened in the following decade and a half when CPA always seemed to be on the 
border of some fresh financial crisis. 

3.2 Markets and Market Strategy 1902-1908 

The decade between the reforms of 1902 and the First World War saw British cotton 

piece good production and exports at their peak. Statistics for domestic production 
(as opposed to exports) are rare. The first Census of Production carried out in 1907, 

estimated that total UK finishing output (including calico print production) to be in 

the region of E17 million by value, and employing 103,000, making it one of the 

smaller sections of the UK cotton industry. II 

Figures for CPA's output for the years 1901-1909, and turnover by value for the 

9 lbid, p. 204. 

10 lbid, 14 July 1908, p. 286. 

II Census of Produc6on, 1907, p. 285. At f 17 million, the UK cotton 
finishing industry was considerably smaller than cotton piece good output (over f 174 
million in 1907), wool and worsted (f 75 million), and jute (02' million), but greater 
than lace (f 10 million), hosiery (V million) and silk (f 5 million). 
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years 1905-1908, as a percentage of total UK production12 shown in Table 3.1 
below. While total exports remained more or less constant in the period 1903-1906, 
CPA struggled to keep up production, with nearly 2 million pieces lost in 1905 

compared with 1903, yet only two works were closed in these years. In 1906, 
however, the efforts of the board to increase competition appear to haý,, e paid off. 
Production was as great as in 1903 (20 million pieces) while one more works was 

closed. 1907 proved to be a bumper year with over 23 million pieces produced 

worth EM million. The export trade that year was the largest ever in the 1900s at 
1166 million yards and surpassed only by the figure for 1912. The following two 

years were by contrast the worst of the decade with less than I billion yards 

exported in either. This was reflected in CPA's piece turnover figure which in 1908 

was 18.7 million pieces worth E2.6 million and only 16 million pieces the following 

year. 

Table 3.1 CPA Branch Turnover Volume & Value 1901-09 

CPA CPA Share 

Year (m pieces) (LOOOS) (%) 

1901 17.0 na 48.5 
1902 10.1 * na 53.9 
1903 20.8 na 53.7 
1904 19.0 na 49.4 
1905 18.4 2426 49.0 
1906 20.6 2718 52.7 
1907 23.7 3114 56.9 
1908 18.7 1659 48.2 
1909 16.4 na 45.8 

* 1902 = six months' trading only; year end changed from 31 
December to 30 June. 

Source: Secretariat, Box 6. 

12 Secretariat, Box 6. Individual branch statistics, including an inventory of 
output, stocks and certain cost items, were discontinued after 1909 after the 
introduction of the market catering system. 
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A considerable proportion of CPAs business, in common with that of most Of its 

domestic competitors, was exported abroad. Between 1903 and 1914, UK calico 

printing firms exported an average of nearly I billion linear yards, with peak years 
in 1907 and 1910-1913, although the difference between highest and lowest years 

was 174 million yards (15%) between 1907 and 1908,13 million (2%) between 1908 

and 1909 and 285 million yards (24%) between 1913 and 1914 (Table 3.2 below). 

The evidence on the scale of CPA's export performance is fragmentary, and consists 

of a single table constructed from branch returns made in November 1901 (Table 3.3 

below). 13 

Table 3.2 Exports of Finished Cotton Piece Goods 
1903-1919 (million yards) 

Year Bleached Printed Dyed 

1903 1327 1028 923 
1904 1528 1037 993 
1905 1709 1013 1097 
1906 1684 1086 1119 
1907 1769 1166 1188 
1908 1555 992 843 
1909 1585 979 805 
1910 1599 1196 990 
1911 1864 1241 1101 
1912 2049 1196 1083 
1913 2045 1177 1151 
1914 1684 892 887 
1915 1512 674 706 
1916 1832 919 936 
1917 1716 967 926 
1918 1201 802 747 
1919 1081 683 736 

Source: Customs and Excise, Annual Abstract of Trade. 

The two most single important foreign markets for CPA's goods (and prints in 

general) were India and the East, which then was made up principally of sales to 

China, Singapore and Java, followed by South America and Africa. The figures 

13 DMB, 1,4 March 1902, p. 124. 
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indicate that CPA had 46.8% share of all UK exports 14 although its performance in 

particular areas was better than others. It had half the export trade to Africa and 
America and more than half of the Eastern trade. By contrast its coverage of 

other colonial markets was only one fifth of the total and its continental print 
sales accounted for a mere 13% of all British exports. CPAs focus was towards 
large, low income and distant markets. 

Table 3.3: CPA Print Exports Compared with Total 
UK Exports (000 yards), Nov 1901 

Market UK Exports CPA Bookings 

Colonial 9938 2628 
Indian 22009 7449 
Continent 14702 2787 
Africa 8800 4459 
Eastern 13647 9492 
America 15799 7355 
Others 6760 2565 

Total 87459 40930 

Source: DMB 1902. 

Imports of printed goods in January 1902 amounted to a mere 768,000 yards. 

Figures supplied in 1909 showed that in 1903 total imports of prints amounted to 6.9 

million yards. 15 Other big national calico printing industries, such as the American 

and continental (mainly German) manufacturers had no export trade to speak of 

before WWI. 16 Nevertheless, print imports by 1907 had increased almost three-fold 

from nearly seven million to over 16 million yards. Yet, these imports remained 

only a fraction of total UK print output and over 50% were, in any case, imported 

for special finishing and were later re-exported. The opportunity for sales in both 

domestic and export markets therefore appeared considerable with few recognisable 

14 It should be remembered that November was not a peak selling month and 
so the relative volumes of prints arriving in the markets listed may be distorted. 

15 DMB, 3,19 January 1909, p. 64. 

16 Lee's evidence to the special committee, Secretariat, Box 4, p. 66. 
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threats to British supremacy. 17 

Yet CPAs profit record in the 1900s was at best variable. When export demand 

was strong, as it was in 1910-11 and 1913, CPA registered good profits and paid 

reasonable dividends. Yet when export demand declined, CPA's profits tended to 

decline at a much faster rate. Thus in 1908, net profits declined to just E43,000 

and neither the ordinary nor the preference dividend were paid. In 1912, profits 

collapsed after a bumper export year, although the actual level of exports was no 
lower in that year than it had been in 1910 (Table 3.4 below). 

Table 3.4 Exports, CPA Net Profits and Dividends 1903-1914 

Year Prints CPA profits Dividends 
(m yds) M (%) 

1903 1028 283317 2.5 
1904 1037 na 2.5 
1905 1013 na 2.5 
1906 1086 na 4.0 
1907 1166 na 6.25 
1908 992 43375 0 
1909 979 113315 0 
1910 1196 394337 2.5 
1911 1241 403770 3.75 
1912 1196 165885 3.75 
1913 1177 374677 3.75 
1914 892 105510 0 

Source: Customs and Excise; CPA Annual Reports. 

The inescapable conclusion to be drawn from these figures is that CPA was quite 

unable to make any consistent return commensurate with its market share. With 

and ROCE of at best 10% and at worst 1%, it is doubtful that this share was as 

great as the offer prospectus claimed and in any case, boom conditions in the 1900s 

served to weaken in further still. In December 1907 the directors estimated that 

there were 385 active, 85 semi-active and 60 other machines engaged on night work 

outside CPA which itself had a total of approximately 550-600 machines activelý, 

17 For a discussion of the early threats and CPA's response see belo, %4-, 
Chapter 4. 
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employed. 18 CPA's market share in terms of machine power in 1907 was therefore 

approximately 50%, a considerable decrease from the 85% share claimed in the 

prospectus. The output figures quoted in Table 3.3 show quite conclusively that its 

share of the market in terms of output was at best 50%. These figures suggest that 
CPA's fixed price strategy coupled with buoyant trade in the first half of the 
decade, had led either to entry into the industry on a large scale or (which seems 

more likely) a switch into printing by those firms which operated both as primarilý' 
bleachers but which also maintained some printing capacity. 19 

CPA's market strategy appeared deeply suspect. Not only was the calico printing 

trade divided according to the multiplicity of products manufactured but also on 

criteria of quality. The cost structures of lower quality productions, relying on 
bulk orders for longs runs to lower unit costs, were quite different to the higher 

quality prints in which design, colour, finish and printing skill were of greater 
importance. At the top end of the business, all of these elements and the degree 

of risk involved in sampling new designs, commanded a premium and Grafton's 

Potter's and Schwabe's productions retailed at higher margins, for five shillings and 

upwards per piece compared to just 1/6d for the lowest quality products. 20 The 

implication for lower quality prints was that individual branch costs needed to be 

kept to a minimum, with lower sampling and engraving rates, since popular designs 

could be bought in from outside assuming an efficient engraving transfer service. 

Competition committees convened in 190421 and 190g22 concurred that CPAs 

business was in two classes: a large low quality bulk segment and a smaller higher 

value-added section in which the company has an almost complete monopoly. After 

1902 the board's biggest concern was keeping the lower quality printworks at full 

capacity. The evidence from the branch records suggests that lower quality works 

consistently failed to reduce the variable (usually the speculative) cost elements, 

particularly in sampling which was often 10% of total costs, twice the amount paid 

18 DMB, 2,17 December 1907, p. 233. 

19 Both the Bleachers and Bradford Dyers Associations invested in calico 
printing firms, owning approximately seven of the plants listed in the 1900s by 
Worral in his Textile Directory. 

20 The average price is deri, %, -ed from branch data, Secretariat, Box 6. 

21 DMB, 1,7 April 1904, p. 245. 

lbid, 2,10 March 1908, p. 2159. 
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for energy. No doubt this did much to preserve their distinctive style of 

manufacture, known as 'handwriting', but it ate away the margins earned on such 

goods, particularly since the final selling price was the key to success. There was 

also little product standardisation between works. A report on overcatering in 1908 

reinforced this picture of excessive speculation and inflated costs by certain 
branches. 23 

When added to CPA's system of minimum prices, and also the amount of overheads 

all branches were obliged to carry, it is unsurprising that in periods of slacker 
demand that business in lower quality prints should desert certain CPA branches. 

They simply could not compete on cost alone. Small, flexible and specialist 

manufacturers could prosper in times of receding demand by concentrating on long 

runs of established designs at lower prices. This relative prosperity was often at 
CPA's expense. Yet the full significance of branch costs was hidden from head 

office by the bizarre system of crediting branches with interest rather than 

apportioning capital. In the final analysis, few could fathom which branches made a 

profit and what was their return on capital. That competitors took advantage of 

their knowledge of CPA"s minimum price lists was a serious flaw leading to lower 

prices for intermediate quality prints. CPA's minimum price strategy closed down 

its options. In particular, they could not adopt a typical oligopolist's trick of 

selling at a price below the marginal cost of their competitors to drive them out of 

the market. 

CPA's strategic response tended therefore to be reactive. "Competition, " the 1908 

committee concluded, "needs careful watching .... and can only be met when it 
24 arises". It warned against the higher class printers overcatering (ie too many 

branches offering the same styles), particularly in those styles where outside 

competition was negligible. The report advised that this aspect of production should 

be monitored more closely by the executive. In general the report stressed the 

importance of market information and concluded that "the evidence is quite 

unanimous that we are not fully informed as to the business our customers are 

giving outside"; however, these customers did not "place offers below our minimum 

23 In fancies, 8 branches were found to be offering too many patterns or 
patterns with too many colour "ways'. The same was true for drills (9 branches), 
foulards (3) and white grounds and covers (5). Ibid, overcatering report, 15 
September 1908, pp. 315-9. 

24 Ibid, 14 April 1908, p. 267. 



prices so freely as they did in the early days of the Association". 25 Yet there was 

at first little attempt made to compete actively for middle and lower grade business. 

As CPA's accountant observed in 1908, "there was certain business that would 

always come to us [CPA] and certain business which would necessarily go outsiders 
26 on repeats". 

The results of this strategy were largely predictable. Those works manufacturing 
lower quality prints became difficult to fill, their costs rose proportionately and 

they lost money. Overcatering among the higher value branches in markets where 

they had a near monopoly caused serious outbreaks of internal competition. The 

board responded by lowering prices in certain instances. When this failed to have 

the desired effect, productive capacity was closed. On 21 April 1904, the directors 

agreed instructed the executive to examine the means by which CPA could beat off 
further competition. 27 The main conclusions, reiterated on 5 May, were that it was 

necessary to resort to price cutting in order to get the lower class of trade that 

was going to other firms. 28 In addition to the newly formed Calvert Group29 

certain Manchester branches were allowed to book at reduced prices. Two sets of 

minimum prices for lower quality prints were reduced to the point where they would 

attract business from outside. All branches were allowed to take the lowest price 
for certain styles common to all competitors permitted by the executive with the 

prices on offer being tabled at every meeting of the trading committee. This was a 
30 device to prevent "certain branches taking licence", that is stealing business 

from other branches who might have got the work at higher prices. 

These measures had limited impact and meanwhile, works were closed. S 

Higginbotham's Production was transferred to another works, writing off at least 

25 Ibid. 

26 DMB, 3,27 October 1908, p. 9. 

27 DMB, 1,21 April 1904, p. 246. 

28 Lee revealed that the executive had intended to draw up plans for 

preferential trading but these had been dropped for lack of agreement. Ibid, 5 May 
1904, p. 252. 

29 Made up of lower class printers centred around Calvert Brothers. 

30 lbid, 21 April. 
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E50,000 for buildings and machinery. 31 On II January 1905, the board agreed to 

close both Thomas Boyd and E&J Buckley; 32 a month later they agreed to shut 
down Dan Lee and Co, a merchanting subsidiary taken over in 1900.33 On 15 
May 1906, a concentration committee concluded that there was a need for further 

closures, drawing up a list of branches which it divided into three categories. 34 

These lists covered approximately half the total number of works under CPA's 

control. 

Moreover, by the autumn of 1906 it was becoming increasingly clear that the old 

evil of internal competition was beginning to resurface. On 10 September an 
internal competition committee was formed consisting of the whole board. 35 It 

concluded that "the general impression in the minds of all [is] that control is 
36 adequate and damage not great ai present ... no doubt partly due to good trade". 

Almost all the witnesses stated that prices were adequate and some were even above 

the minimum. Those branches which did break the rules were usually the larger 

ones such as Grafton and Potter, which were sometimes jealous of each other's 

speciality productions, while the smaller branches were described as being very loyal 

to head office instructions. All prices on invoices were checked systematically 

against the returns made by the branches and any deviations were referred to the 

executive. The commission system on profits which had been installed in late 1902 

to replace the vendor-manager bonus scheme was completely exonerated and most 

witnesses considered it a positive benefit. 37 

Faced with these dilemmas, the board responded initially not by changing their 

31 lbid, 5 October 1904, p. 28 1. 

32 lbid, II January 1905, p. 309. 

33 lbid, 8 February 1905, p. 316. 

34 The first, category "A", consisted of those branches (12) on which no 
unusual restriction would be placed. The second category was a "suspense" list of 
four branches for which any proposed expenditure would be carefully vetted. Finally 
there was a "non-extension" list of two branches on which no money was to be 
spent at all if it could be avoided. DMB, 2,15 May 1906, pp. 91-2. 

35 Ibid, 10 September 1906, p. 112. It met six times between 6 November and 
4 December 1906. 

36 Secretariat, Box 5,4 December, 1906, Report, p. 20. 

37 Ibid. 
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market strategy but by increasing centralised control. It instructed the executi-ve to 

regulate further the number of plants allowed to print certain styles and 
concentration of more styles. Head office exercised greater direct control in those 

cases where a branch wished to produce below the minimum prices, both of the 

acceptance of the lower price and the selling of cut-price goods. Any breach of 

prices below the minimum was reported instantly to the directors who demanded an 
interview with the manager or salesman concerned. Control over the way branches 

conducted business was tightened still further. 

Yet the process of monitoring and evaluating market data in the first decade was 

slow and reactive. All too often the board closed capacity on the grounds that it 

was losing money rather than because demand was slack. The basis on which 

performance could be judged was distorted. This was certainly true of the 1905-6 

closures which took place against firm export demand. The board's ability to 

evaluate data effectively was still in its infancy. The directors' stock reaction to a 
decline in branch profitability was to form an investigative committee, which 

occurred in 1904.38 1906,39 and again after Lee took over 1908.40 Although 

consisting mainly of executive and full board members, these committees were short- 
lived and added no lasting value to the monitoring process; indeed it is questionable 

whether CPA's administrative officers were the ideal people to be gathering the 

data at all. Their function was best served by evaluating strategy and suggesting 

courses of action. But this process was consistent with the company's early 

tendency for blurred functions and over occupation with detail. The picture 

conjured up by these occasional committees was of ill-informed directors pursuing 

strategy in the dark. The 1908 committee's conclusion that the centre was 'not 

fully informed' on the placing of customer orders could be echoed in most other 

functions of CPA. 

3.3 Lee Takes Charge 1908-1914 

RP Hewit resigned as chairman of CPA on 30 June 1908,41 and was replaced by 

Lennox Lee. He was the obvious choice, having served CPA as either managing, 

executive or full director from the company's very beginning. On 25 August Otto 

38 DMB, 1,21 April 1904, op cit. 

39 DMB, 2,28 February 1906, p. 67. 

40 Ibid, April 1908, p. 267. 

41 See above, n. 2. 
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Ernst Philippi, the former Chairman of the 1902 Special Committee, was elected to 
the board. 42 The next decade was marked by greater singlemindedness of purpose 
and a change in strategic direction. CPA increased the emphasis on merchanted 
cloth and steps were taken to improve its market positioning. Lee's personality and 
his inherent suspicion of delegating any responsibility to people he could not trust 
(which included just about everybody) led to a greater degree of centralisation of 
power and authority at head office. 

Lee's promotion also coincided with a significant downturn in demand. By March 
1908 the downward trend in sales was beginning to bite and one director, 
Macmillan, drew up some proposals for regaining orders for lower class prints. On 

10 March, the board agreed to appoint a sub-committee consisting of the executive 
and Macmillan to devise a plan and put it into effect. 43 The committee admitted 
for the first time that the key to the whole operation was adequate information. 

The report recommended two things. The first was the establishment of a new 
department under the leadership of Walter Whittaker, to collect and evaluate data 

on all forms of competition. This was to determine such fundamental information as 
the volume of print business given by each customer, both the CPA itself and to its 

rivals; to determine the reasons for the loss of any business; to take steps to 

recover lost orders; and to review offers of new business. Secondly, in order to 

carry these tasks out effectively, the executive would interview branch managers 

and others individually and allocate to each those customers with which CPA was on 

the friendliest terms. 44 The branches would then keep in close contact with these 

customers and report regularly to head office. By 12 May, Whittaker had assigned 44 

42 Ibid, 25 August 1908, p. 303. Philippi, born in Germany in 1847 of Greek 
extraction, spent most of his early life working (unsuccessfully) as a cotton broker 
in Hamburg before joining J&P Coats as their South American Agent in 1878. By 
the 1890s, Philippi was in charge at Coats and it was he who made the Paisley 
thread combine into one of the largest and most successful firms in the UK. When 
he joined the board, he had formally retired from Coats (he suffered throughout his 
life from a bad heart and poor eyesight) to his home in Surrey. In October 1908 
he waived his salary part of which was given to Macmillan as an extra allowance. 
He rarely attended Board meetings (not more than a dozen times between 1908 and 
his death in 1916) and communicated either by letter or telegram since he refused 
to have a telephone installed at his house. His advice was always keenly sought by 
the CPA Board and they never took action without his knowledge. I am grateful to 
the secretary of Coats Patons Ltd for supplying additional biographical material. 

43 lbid, 10 March 1908, p. 259. This enquiry held eight meetings and heard 
evidence from 14 Group and Branch Managers. 

44 Ibid, April 1908, p. 267. 
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of CPA's customers to twelve of its salesmen. 45 One member of the executive, 
John Roberts, was instructed to devote his energies entirely to an examination of 
CPA's productive capacity. On 14 July, the competition committee drew up its first 

list of 'fighting' branches. 46 

This process of centralisation increased. On II August the board agreed to reduce 
the number of branches accepting native styles and sampling done for the Japanese 

market was cut. Higginbotham blamed the lack of progress on overcatering on the 
inability of the trading committee to agree to accept the executive's decision. The 

board appointed a sub-committee to examine the issue in more depth. 47 This 

committee identified overcatering in the domestic market in four basic styles: 
fancies, drills, foulards, white grounds and covers. 48 The number of branches 

manufacturing these styles were respectively, eight, nine, eight and seven, although 

many branches were active in two or more styles. Some branches49 were ordered 

to cease catering for certain styles in all markets. Most managers accepted these 

recommendations. 50 The other branches manufacturing these styles were told to 

reduce their costs, to sample fewer designs and to spend less on wasteful engraving 

charges. But this, the committee conceded, touched only the fringes of the issue. 

They made no attempt to tackle the vexed question of product standardisation but 

felt that it was necessary. They also believed that further concentration of 

production was inevitable but undesirable immediately since it would disrupt 

customer orders and affect continuity of production. 51 

45 lbid, p. 271. 

46 Ibid, pp. 286-7. These were divided according to styles. Four branches, 
including the Calvert Group, were instructed to win orders for Rangoon Paras and 
another three were given the task of increasing CPA's share of blouse fancies and 
white grounds. 

47 Ibid, II August, p. 296. 

48 Ibid, overcatering committee report, 4 September 1908, pp. 315-9. 

49 Ibid. FW Grafton in fancies, Dalglish, Falconer in drills, white grounds 
and covers, James Black in foulards, white grounds and covers, 

50 Ibid, p. 317. The board did rebuke the manager of James Black for 

grumbling about the decision on the grounds that it was a question which should be 
looked at from the perspective of CPA as a whole. 

51 lbid, p. 319. 
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CPA's drive to compete more fully on all styles cut across the informal agreements 
the company had with Steiners and UTR. Indeed CPA's fighting branches 

concentrated on beating competition in plain dyed indigoes and turkey reds which 

were the speciality of Langworthy Brothers and UTR respectively, and products in 

which BDA were interested. BDA expressed no objection to CPA"s new attitude. 
UTR proved less accommodating. The board, however, was confident that CPA was 

gaining an upper hand. All the reports compiled by the executive in the last 

quarter of 1908 suggested that CPA's main competitors were running at barely half 

capacity and that the pressure should be maintained. 52 By November, the executive 

were able to report that they had devised a sufficiently flexible and effective 

organisation to be able to transfer both patterns and rollers from one branch to 

another in order to meet competition in specific styles as it arose. 53 

Lee's believed it was necessary to improve CPA's marketing capability. Lee and 

Philippi also drew up a new strategy in 1908 to increase the amount of own branded 

cloth. The justification for such a strategy was that the margins chargeable were 
higher and that it removed CPA's dependence on shippers' prices when demand was 

thin, permitting greater freedom of distribution to the final customer who became 

more readily identifiable and thus a source of goodwill. Ideally, branch names 

would not actually represent work done at particular works but would henceforth 

act as brand names for particular styles. 54 The strategy had higher margins 

because the risks were greater, demanding considerable amounts of working capital 

for stock and management skill to control stock efficiently. The strategy was not 

wholly novel: its viability had been discussed in the 1902 committee and had been 

raised in 190655 by one of the directors, Schwabe. The strategy could not hope to 

succeed given CPA's current market stance and Lee set about introducing measures 

52 The board agreed to press ahead with competition and not to make any 
agreements. This was the reply given to UTR's Christie and MacMurray who were 
informed that CPA could not abandon competition in turkey reds otherwise they 
would lose the trade to The Sabden Printing Co and Sackville & Swallow. UTR's 
offer of a deal on prices was refused, and the board sanctioned the expenditure of 
E2000 on further turkey red capacity on 8 December. DMB, 3,8 December 1908, p. 
36 ff. 

53 lbid, 24 November 1908, p. 30. 

54 See the concentration committee memorandum, lbid, 4 November 1908, pp. 
23-7. 

55 DMB, 2,28 February 1906, pp. 67-8. 
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to improve its marketing. 

On 26 May 1908, he suggested that the company's selling departments should be 

thoroughly examined. 56 Lee and Macmillan joined forces to consider what steps 

should be taken to centralise marketing. They recognised that such reforms would 

arose opposition within the branches and that not all of them should necessarily be 
57 included in the scheme. The committee's report, written by Forrest Hewit, a 

Philippi prot6g6, planned fundamental organisational changes within CPA's branch 

structure. It concluded that CPA should become a more fully centralised body as 

quickly as possible. In order to achieve this, the branches would be organised 

principally according to the markets they served; where, however, there were 
distinctions in the grades of prints, these too would constitute a separate 
department. The works would rationalise their productions to concentrate on those 

styles for which they were best suited; the branches would cease to exist as 

separate entities, with only the name (and supposedly the goodwill attached to it) 

being retained. The management and selling departments were amalgamated into a 

single organisation based at head office. 

CPA's productive capacity was divided into three sections: A; B; and C. The 

committee stressed that this allocation of machine power was not to be treated as 
binding. Section A consisted of seven branches with 215 machines between them. 

Section B had nine printing branches with 167 machines and three merchanting 

branches with no productive capacity. Section C had four printing branches 

allocated to it with 89 machines and three merchants. The management of each 

section was vested in a committee of not more than seven chaired by a member of 

the executive. The sectional committees were responsible for general management, 

the eradication of overcatering and internal competition. All information regarding 

costs for each styles was to be sent to the sectional committees which were 

expected to reduce costs and expenses. 

Each section was divided into a series of departments consisting of national markets 

and a further series consisting of groups of styles. These are listed in Figures 3.1 

and 3.2 below. A representative, aided by a salesman, was put in charge of each of 

the market departments (1-9). The 27 representatives and an executive nominee 

56 Jbid, 26 May 19081' p. 273. 

57 DMB, 3, 'Policy of the Board', 4 November 1908, pp.. 23-7. 
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would meet together in a market council to confirm all prices; prevent all 
intersectional overlapping and overcatering; collect information with regard to 

outside competition; and to specialise in the selling methods required for each 

market. It was their job not only to administer each section but to ensure that 
board policy was carried out. Departments A-F were put in the hands of a group 
of managers, assisted by a small number of salesmen. This group was organised into 

a trade council, established on lines similar to those for the market council and 
with identical responsibilities. 

Figure 3.1: Market Departments 

Dept 1 
Home Trade 
Colonies 
USA 
Continent 

Dept 5 
Persia 
Baghdad 

Dept 2 
India 
Ceylon 

Dept 6 
Cent America 
Mexico 
W Indies 
Colombia 
Venezuela 

Dept 9 
China 
Japan 

Dept 3 
Straits 
Rangoon 
Java 

Dept 7 
Brazil 
River Plate 
Chile 
Peru 

Dept 4 
Egypt 
Levant 
Balkans 
Greece 

Dept 8 
W Africa 
E Africa 

The works in each section would manufacture according to instructions passed on by 

the sectional committees which would determine the styles to be produced, the run 
lengths and at what cost. The accounts of works, sections and departments were 

separated to allow the sectional committee members to compile more accurate 

costings for each style. Seven works58 were not attached to any section, but were 

to specialise and manufacture for any section when necessary. The report 

emphasised that the arrangements for selling would have to be changed gradually in 

order not to disrupt client-salesman relationships. By 8 December, all the sectional 

58 Higginbotham (19 machines), Gateside (6), Hardie Starke (7), Ferryfield 
(10), Heys (27), Macnab (12), Lennoxmill (20: total 101). 
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and departmental appointments had been completed. 59 

Figure 3.2: Product Departments 

Dept A 
Hank'chfs 
Flags 

Dept D 
Dyes 
(plain) 

Dept B 
Cretonnes 
Art Muslins 
Blinds 

Dept C 
Flannels 
Wools 
Delaines 
Flannelettes 

Dept E Dept F 
Sarries Merchant Trading 

Hoyles Prints 
Moir & Co 

3.5 Reform at the Centre 1902-1914 

These structural reforms were enacted to make the company's competition strategy 

more effective. They were partly also a response to the widespread belief on the 

board that the advisory committees had not acquitted themselves adequately. In 

October 1908, at the height of CPA's drive to secure a greater market share, the 

executive complained that the trading committee was not providing the board with 

sufficient data on costs. 60 In early January 1909 it was clear that the new 

sectional organisation had made the trading committee redundant and on 19 January 

the board confirmed that the appointments of the members of this committee had 

not been renewed. 61 

Up until the creation of the market scheme, the board was responsible for the 

formulation of strategy and the executive's task was to ensure that it was carried 

59 DMB 3,8 December 1908, pp. 36-8. The committee of Section B consisted 
of seven works managers and Section C of six. All three sections were chaired b" 
Whittaker, aided by Charles Nevill in Section A, George Bolden in Section B and 
John Helm in Section C. 

60 lbid, 27 October 1908, p. 8. 

61 Ibid, 5 January 1909, p. 49 Lee declared there was no need for the 
sectional vice-chairmen to constitute a ne", trading committee for theY could al%k, a\-s 
call a conference amongst themselves if the need arose. 
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out. The executive and the board met together at least twice a month. Although 

the executive was crucial to CPA's operations, acting as it did as a conduit of 
information and authority from the centre to the branches, only board members 

were permitted to vote on matters of policy. The board and the executive were 

advised by a series of advisory committees, formally established on 21 November 

1902.62 There were six of these in all and were responsible for trading; 

concentration; designs; works production; works; and cloth. 

The trading committee was the centrepiece of the committee system and was 

composed of the executive and six other members. The committee was concerned 

with all aspects of trading policy and it collected statistics from branches, 

customers and foreign markets. The concentration committee worked in tandem 

with the trading committee. It had the important job of rationalising branches' 

designs, catering and styles and it formed a link between the executive, the trading 

committee and the branches when attempting to tailor capacity to the demands of 

strategy. Its two sections dealt with England and had six serving members in 

addition to the executive; the Scottish section had four members. This structure was 

mirrored by the works production committee which put the concentration 

committee's instructions into effect on the shop floor. Its English section was made 

up of seven members, its Scottish section, of four. The designs committee regulated 

the flow of designs from the company's ateliers in London, Manchester and Paris to 

the branches which used them to print customers' styles. It had five members in 

addition to the executive. The cloth committee bought stock on behalf of all the 

branches and was composed of the executive and two other members. The smallest 

committee was the works committee which had only two members and was concerned 

with matters not covered by the works production committee. 

This system of management had been designed to supply information from the 

branches to the board at the centre and relay authority from the board back again. 

The element of control was in theory implied by the presence of executive directors 

on all the committees except one, and it was their membership which provided a 

common link between them. The trading and the concentration committees were 

further linked by a small overlap in membership: Robert Arthur and Robert 

McKechnie served on both, but they were the exceptions. The committees were all 

staffed by former vendor-managers serving for a period not longer than three years 

and each received approximýtelý- f 100- 150 a year for attending meetings. 

62 DMB. 1, pp. 157-8. 
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In late 1905, the attitude and constitution of the trading committee became a cause 

of concern as it was not providing the board with useful advice and it was agreed 

on 28 November to form a sub-committee, consisting of the whole board, to examine 
its functions. 63 In September 1906, Schwabe advocated reducing the trading and 
works production committee membership to three each. Their function was to carrv I 
out the policy of the board for which task they would need to be in possession of 
full information. 64 Schwabe's plan allowed these committees a degree of flexibility 

in setting out their priorities, so long as these complied with central policy. These 

proposals were opposed by Charles Heape, supported by Hollins, who wanted the 

principal department overseen by a single director. On 5 November 1905, the board 

adopted Heape's proposals. Decisions affecting each department would be decided by 

the whole board, briefed by the relevant director. The number of departments was, 

therefore, increased to fit the number of directors and the board considered that 

the scheme would greatly enhance the efficiency of the executive. 65 The central 
issue of information and the status of satellite committees, however, remained 

unresolved. 

These changes were designed in part to facilitate the workings of the executive, but 

they altered its character from CPA's supreme advisory body to a forum for 

thrashing out the details of the board's policy decisions. This change can be 

readily seen in the nature of the executive's minutes, which, prior to these changes, 

had been full and revealed the degree of debate within its membership about the 

effectiveness, even the advisability of central policy. After November 1906, it 

became a channel of authority from the board to the branches and a means of 

channelling information to the centre. Its minutes became less well documented and 

after 1906 the sequence of separate minute books ends. The executive survived as a 

separate body until the First World War and in the years immediately preceding 

1914 its numbers were increased to four. The reforms, however, left the board 

directors in full personal control over both the broad outlines of policy and the 

details of departmental organisation. It was a degree of central control which the 

old managing directors of CPA had been demanding since 1900. 

63 DMB, 2, P. 54. 

64 Ibid, 27 September' 1906, p. 115. 

65 lbid, p. 126. 
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The reform of CPA's structure was widened in early 1909 when the functions of the 

executive were redefined. The increasing volume of work caused by the 
intensification of competition followed by the reforms of late 1908 resulted in a 

steady increase in executive numbers. John Roberts was appointed on 24 July 

190766 and he, Higginbotham and Whittaker were joined by a young accountant, 
John Hamer, on 12 October 1908.67 In January 1909 the board outlined executive 

members' responsibilities and insisted that each executive member should account for 

his actions in a written report to be sent to the secretary once a month, verbal 

reports of their activities would be unacceptable. 68 In March, the four executive 

members agreed to a voluntary salary cut in the name of economy. 69 

These reforms were summed up in a five page memorandum dated 18 February 1909 

and entitled, perhaps optimistically, as "the Ultimate Form of the Association". 70 

This largely repeated the changes made by the concentration committee in November 

1908, but it added some important details of how the new system would operate. 
First of all the executive gained responsibility for the internal management of the 

works. For management proposes, CPA was divided into two sections, a production 

end consisting of the works, and a 'town end' consisting up of the selling and 

catering departments. The town end was divided into six: selling; allocation; 

designs; catering; general stocks; and cloth buying. The selling department 

consisted of the nine market sections and the special product departments which 

now numbered eight. 71 

The allocation department, under Roberts, was responsible for distributing designs 

and styles among the branches. It was further entrusted with the gathering of 

intelligence on costs, styles etc. Price fixing, however, was beyond its competence. 

The design department, under Mr Hesketh, was responsible for registering new 

designs and could decide whether additional catering for specific markets was 

66 Ibid, 24 july 1907, p. 193. 

67 DMB, 3, p. 6. 

68 Ibid, memorandum on executive functions, 8 January 1909, pp. 65-8. 

69 lbid, 2 March 1909, p. 90. 

70 Jbid, 18 February 1909, pp. 85-89. 

71 Flannelettes were hived off to form a section all of their own and another 
department was added to deal with job printing for middlemen. 
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necessary. The catering department acted as a central atelier where the new 
designs would be created. Commercially, the designers were expected to have to 

sell their ideas to works managers but they were not permitted to sell or merchant 

cloth in their own right. The general stock department, run by George Bolden, was 

responsible for the efficient management of all stocks, both grey and printed. Each 

department was allocated a capital amount with which it would buy cloth. Cloth 

purchases were centralised under the guidance of the cloth buying department, 

which consisted principally of a six man cloth committee, chaired by Sir Frank 

Hollins. CPA retained its home trade selling agencies in London and Glasgow and 
the board planned to examine the question of setting up another one in Paris. 

3.5 Persistent Failures 1909-1914 

Now that the new strategy and structure were in place, Lee and the other directors 

expected to see better results flow from it. CPA registered greatly improved results 
in 1909, with a strong second half year bringing in a gross profit of f 180,000 to 

offset the f42,000 loss in the previous six months. 72 Nevertheless the subsequent 
history of the market system between 1909 and 1914 showed that it was deeply 

flawed and continually failed to yield the results expected of it. 

Control of the new market strategy was more centralised but responsibility for 

production and selling was fragmented leading to confusion and a lack of market 
knowledge in the branches. The market managers and salesmen were no longer 

responsible for filling certain works and had a tendency to refuse business if it was 

at low prices. In 1910 a delivery committee observed that after the split works 

managers had stopped visiting the selling departments. 73 Another committee noted 

that "broadly speaking it is considered that the centralisation of detailed work has 

the tendency to prevent the close market supervision which is so essential to the 
74 successful working of the sections". CPA's salesmen always had to refer to 

Manchester before they could take a price. Two years earlier the board were told 

that market managers were no longer in touch with the market for cloth and 

bought within their limits rather than according to market conditions. 75 A further 

report to the board of December 1913 repeated a similar story: there was a 

72 Ibid, 6 September 1909, p. 201. 

73 DMB, 4.19 July 1910, p. 48. 

74 DMB, 4,11 April 1912, p. 283. 

75 Ibid, 24 May 1910, p. 20. 
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complete lack of co-ordination between caterers, salesmen and production managers. 
Prices were depressed and CPA had a shortfall of 7 million pieces. 76 

The directors were reluctant to modify or even abandon the market strategy on the 
grounds that it would signify confusion to their customers. *To throw it [the 

strategy] over, " Lee told his colleagues in 1910, "without having time for 

consideration would not only be a mistake but would lead customers to believe that 
77 we never knew our own minds". There was a tendency for the directors to blame 

their managers for the failure of the strategy: "assuming that the present lines of 
policy were wrong", the board noted in 1913, "they [the managers) had not put 

78 forward any new suggestions with a view to bringing about the desired results". 
Yet, subordinate managers were given short shrift if they failed to deliver. Lee 

criticised the "want of energy on the part of branch managers in taking the 

competing business up". 79 In March 1910, Lee repeated that "most of the managers 
" 80 did not appear to know how to approach the subject [ie competition] , 

particularly regarding trade with China and Japan. Philippi echoed these sentiments 
in a letter saying "I cannot understand why the board's instructions are not carried 

out without having to be reiterated at every meeting. The board intends to have 

the business and has made it known to the managers that they are not to wait for 

instructions but to act". 81 At the same time there was increasing evidence that the 

centre was being overburdened with information. Lee was asked whether the 

volume of statistics could be reduced as they occupied an army of clerks at both 

head office and at the branches for no apparent benefit. 82 

An inappropriate market strategy and internal mis -organ isation saw CPA trapped in 

a vicious circle. The board persisted with the strategy in spite of repeated 

criticisms, vainly searching for an administrative formula to secure better results. 

The board insisted that production managers make weekly visits to the selling 

76 DMB, 5,2 December 1913, pp. 78-81. 

77 Ibid, 19 July 1910, p. 53. 

78 Ibid, 12 August 1913, p. 53. 

79 DMB, 3,12 October 1908, p. 1. 

80 lbid, 8 March 1910, p. 302. 

81 DMB, 4,3 May 1910, p. 6. 

82 lbid, I November 1910, p. 99. 
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departments. Roberts was instructed to have "a quiet and unhurried talk with the 

works" managers" whenever branch losses were recorded. 83 Cloth capital was 
increased. 84 But after bad half -year results in December 19 11,85 and throughout 

1912-1914, the administration of the market departments had to be overhauled. In 

1912, the works' catering system was reformed with the appointment of market 

caterers to each branch to monitor the number of designs reaching each works. 86 

A year later, with 13 CPA works reporting that they were slack in one of the best 

export years for calico prints ever recorded, 87 the market system was again 

reformed into three: home trade, colonies and stock staples; eastern (India and 

China) and western (America and the Mediterranean) markets. But the approach to 

these markets remained largely unchanged and inflexible. Each was granted a fixed 

catering allowance; designs were approved by a sub committee. The costings were 

still based on an average for the group rather than for a style or by each 

manufacturing plant. 88 Selling and production remained separated, incentives to sell 

were low and the whole system centralised, slow and bureaucratic. In December 

1913, the board switched selling responsibility to the caterers, 89 and the following 

January overall management was vested in the trading committee with anew 

committee devoted to monitoring the passage of prints from works to the 

warehouse. 
90 Finding the correct formula proved as elusive as ever. 

83 lbid, 9 January 1912, p. 243. 

84 The executive monitored changing stock positions and the limits allowed 
for cloth buying were reduced in May 19 10 for the home market from f 320,000 to 
f 150,000; the Levant section's allowance was increased from f 35,000 to f 50,000 and 
the East and West African market received an extra f 15,000 stock allowance. Ibid, 
3 May 1910, p. 3. 

85 Showing a net profit on CPA's activities of only E26,000 compared with 
L176,000 for the previous half year. Ibid, 15 February 1912, pp. 260-1. Lee had 
been utterly dissatisfied with the earnings for 1910 and was even less pleased with 
those for 1911. CPA's bank overdraft in mid 1911 stood at over E350,000, an 
increase over twelve months of E180,000 and the amount owed to the banks was as 
great as during the bad years in 1900-02. Ibid, 7 November 1911, p. 223. 

86 DMB, 4. memorandum from market managers, II April 1912, p. 283. 

87 DMB, 5,3 december 1912, p. 8. 

88 DMB, 5,1 April 1913, pp. 29-31. 

89 lbid, 17 December 1913, pp. 82-3. 

90 Lee's memorandum, ibid, 7 January 1914, pp. 92-3. 
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Continued shortfalls in capacity under the prevailing system were met by plant 

closures. By the end of 1913 the directors were convinced that further closures 

would be necessary. On 7 July 1914, the board agreed in principle to close at least 

one plant, focussing on Thornliebank, one of its larger works and the largest in 

Scotland, which had lost L30,000 from 1910 to 1912 competing with UTR, and 
Ferryfield. Altogether the board were envisaging cuts in capacity of between 50 

and 100 machines, up to a one fifth of its entire machine power. 91 This outcome 

was only prevented by the onset of a greater crisis caused by the outbreak of war 
in August 1914. 

3.6 Crisis and Reorganisation 1914-1916 

After August 1914, CPA's persistent market problems were compounded by the war 
in Europe. In the half year to 31 December 1914 CPA lost E276,000 after charging 
for depreciation and six months' debenture interest. 92 In 1915 exports plummeted 

and all CPA plants were affected by acute shortages of coal and colours from 

Germany. Margins were obliterated by rampant inflation. Seven works were 

temporarily closed. 93 In the full year to 30 June 1915, its performance improved 

slightly and overall losses were reduced to f 179,000.94 CPA's branches showed 

losses across the board. Plants such as Potter (f 30,000), Graf ton (f 10,000) and 

Gartside (f 10,000) manufacturing the highest quality prints lost more than the 

middle grade (Hewit & Wingate, E3000) and low grade plants such as Syddall (f 9000), 

Locherf ield (L690), and Gateside (f 480). Altogether branch losses were substantial: 

Higginbotham lost f 20,000, Dalglish E21,000 and Strines another f 12,000.95 As 

profits collapsed, CPA's debtors increased. At the end of 1915, the accounts 

outstanding for more than six months equalled f265,000.96 In the same month 

branch cloth capital was restricted to a maximum of f200, OOO a month, less than 

was necessary for fully efficient use of plant. 97 These restrictions were necessary 

because CPA was desperately short of working capital. This had its roots in the 

91 DMB, 5,7 July 1914, p. 126. 

92 lbid, 19 February 1915, p. 177. 

93 Jbid, 2 February 1915, p. 170. 

94 Ibid, 17 August 1915, p. 22 1. 

95 DMBI, 6, November 1916, pp. 38-40. 

96 DMB, 5, January 1916, p. 2'87. 

97 lbid, p. ý89- 
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immediate pre war years when CPA's profitability was hit by the restructuring of its 

works to warehouse procedures. In August 1915, CPA's bankers intervened and 

granted the company an overdraft of EgO0,000.98 CPA was forced to finance its 

cloth purchases out of this money and at its worst, came within E 11,000 of 

exceeding the limit in February 1915.99 

The financial crisis of 1914-16 underlined the limited extent of past consolidations. 
But it did lead to a new selling strategy. In March 1915 the board issued 

instructions to all market caterers insisting that they became fully conversant with 
the costs of every style manufactured at each branch. 100 The following October, 

Railton and Bolden introduced an experimental scheme in which each style was 

costed according to the works at which it was produced. They maintained that this 

method was more efficient since it put constant pressure on the works to reduce 

costs; shifted the emphasis on price maintenance to the MM; could be introduced 

gradually; and would have the effect of raising prices because previous prices to 

warehouse, calculated according to the old method, had been too low. 101 

Neither group managers like Rumney and Neild, nor directors like Hewit and 

Roberts, were enthusiastic. The new system, they argued, put pressure on the MMs 

to reduce the price offered where it was known that the cost was lower. This led 

to internal competition and created a tendency for the selling branches to introduce 

heavier, more expensive, patterns of the same style. The idea that the cost of a 

piece should set the selling price was met with universal disapproval: the branch 

managers held the view that the price should be whatever the market was prepared 

to pay. Neild argued for retaining the old scheme of average prices, claiming that 

it would be difficult to maintain consistent prices for specific styles when it was 

known that different works manufactured the same styles at different costs. Hewit 

believed that the proposals would inevitably lead to a different price for every 

order taken, causing price confusion, internal competition and destroy all means of 

controlling prices. When put to the vote, the changes were extended to a limited 

number of styles, on a majority verdict. Both Lee and Macmillan supported the 

98 lbid, August 1915, p. 231. 

99 lbid, February 1916, p. 291. 

100 lbid, 2 March 191.5, p. 180. 

101 DMB, 6, June 1916, pp. 6-8. 
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proposals because of the pressure to reduce costs that it would create) 02 

It was clear that the preferred approach of some directors, even in a period of 

acute financial uncertainty, had not altered. Trying to secure satisfactory prices, 

rather than pushing for scale benefits, or improving the company's competitive 

advantage on cost, was the main issue in the early war years as it had been for 

most of the previous dozen. The switch from average costings to a system of 
individual works costs in 1916 was an explicit admission that trying to keep price 
levels high in a period of lower demand was useless. The focus had to be shifted 
to works' costs. As such it was a considerable breakthrough; but the caution of 

many directors and their fear of a recurrence of inter-branch rivalry on a scale 

similar to 1900-02 acted as a significant barrier to change. Ironically, when the 

new system was reviewed in June 1917, the price position had improved dramaticallý 

and the prices of goods from works to warehouse were running higher than cost. 103 

The crisis prompted by the war shifted much of the focus for action away from the 

market strategy of firms to stabilising supply conditions in the calico printing 
industry as a whole. The emergence of the Federation of Calico Printers (FCP) in 

late 1916 was a direct response to wartime constraints and price fluctuations. It 

was a characteristic response common throughout British industry at the time (Reece 

1922; Hannah 1983: Chapter 3). 104 

The FCP had its roots in the abortive price ring negotiations between CPA, Steiners 

and UTR in 1915.105 At the time, however, CPA played little part in the FCP's 

creation. In July 1916, Bolden noted that it was desirable to bring the calico 

printers closer together when dealing with labour relations, but little was said at 

the time about forming a price cartel. 106 By August, variable prices had brought a 

significant number of printers together. Although CPA played little evident part in 

creating the Federation, they were keen early members. The FCP gave the 

102 Ibid. 

103 lbid, p. 96. 

104 In August 1916, the board noted that they were involved in seven price 
cartels ranging from the FCP to the Aniline Black Manufacturers Association. DMB, 
6, p. 2 2. 

105 DMB, 5,16 Mar'ch 1915, pp. 183-4. 

106 DMB, 6, July 1916, p. 10. 
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directors a means by which to address specific areas of competition. 107 

The precise effect of the FCP on CPA's profitability is hard to determine: prices in 

general more than doubled between 1914 and 1918. A combination of inflation and 
industry price listing helped to revive the fortunes of calico printers like CPA 

whose results in 1917, when analysed on a branch basis, showed plants, which had 
been losing money, making healthy profits. Price stabilisation was accompanied after 
1916 by a revival of export business. CPA's branch results for 1916, ie before the 
FCP was formed, showed a net profit of E664,000,108 which was due to higher 

wartime prices and savage cuts in works and other costs. For the rest of the war, 
CPA declared similar profits, L578,000 in 1917 and E569,000 the following year, 109 

against a background of stable prices and margins, which in 1916 had stood at 
approximately 12% on average, climbed to over 15% in the following twelve 

months. I 10 By the end of the decade, CPA was making some of the biggest nominal 

profits in its history. In 1920 it paid a dividend of 15%, the highest on record. 

CPA's administrative structure was reformed simultaneously. In May 1915, the 

committee structure was put on a more permanent footing. The three non-salaried 
directors, including Philippi, were removed and the finance committee was dissolved 

to be replaced by the board sitting as an ad hoc committee whenever it chose. III 

Ten permanent committees were also created. The trading and works committees 

were responsible for the general management of (respectively) selling and 

manufacture, including the recruitment, training and salary levels of its employees. 
The cloth buying committee monitored stock turnover rates and set the capital 
limits for each manufacturing plant. The other committees oversaw the mills; 

107 In November 1916, the matter of competing with Schmidlin Brown, a non- 
FCP member, was referred by Hewit to the FCP council and the board agreed that 
they would meet this competition within the framework of the FCP so long as no 
other member objected. Ibid, p. 42. 

108 lbid, p. 2 1. 

109 Board, 4,20 August 1918, pp. 169-70. 

I 10 DMB, 6, October 1917, p. 123. 

III 'Proposal' DMB, 5,27 April 1915, pp. 197-8. At the end of the war this 
was considered to be insufficient. On 19 March 1918 the board agreed to form a 
separate accounts committee consisting of Lee, Bolden and Railton with the brief to 
furnish the board with management accounting data whenever the need arose. The 
following week, the committee was joined by John Hamer, CPA's former chief 
accountant. Yet the board retained the option to operate as a finance committee. 
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Malaunay, CPA's French subsidiary, insurance; legal; and credits. They were joined 
by two special committees dealing with document and transfer sealing and the 

employee benevolent fund. All these committees met weekly with the exception of 
the cloth buying committee which met daily. The membership was kept small and 
each was chaired by a salaried director. Their subordinate relationship with the 
board was re-emphasised. Salaries were set by Lee and each appointment was 
restricted to a period of twelve months. The committees were prohibited from 

altering either financial or strategic policy; each chairman was responsible for 

seeing that board policy was carried out to the letter and even the data which the 

committees were entitled to collect was prescribed by the directors' dictat. 

These centralising measures were accompanied by a division of responsibilities within 
the board itself. In the summer of 1915, a special four man committee was 

established to advise the main board on plant rationalisation. 1 12 In October, when 
the new committee structure came up for its first review, this special committee 

was established as the Management Committee (MC). 1 13 Initially it performed many 

of the functions replicated by the other committees. It focussed on CPA's 

manufacturing and selling strategy, codifying much of the work done by the 

separate works and trading committees without actually replacing either. At the 

time of its re -establishment as the MC, this committee, made up of four directors, 

was made responsible for creating other sub-committees and monitoring those 

committees which dealt with specific company functions. The more general 

committees, such as insurance and credit, reported to the board via the secretary. 

The creation of the MC in 1915 was of major significance in the history of CPA's 

administrative development. ' 14 The MC filled the vacuum left by the decline of the 

executive and it remained at the centre of CPA's administrative operations for the 

next twenty years. It acted as a buffer between the departmental committees and 

the directors helping to regulate the flow of information to the centre and directing 

the flow of orders from the board to the operating branches. It controlled the 

satellite committees, all of which, with the exception of the accounts committee, 

were chaired by one of the four MC members. The MC was thus involved in both 

112 Ibid, September 1915, p. 240. 

113 Ibid, October 1915, p. 259. 

114 The importance of the MC can often be overlooked: it kept no formal 

minutes of its own and its procedures were never codified. Its influence can, 
therefore, only be gauged indirectly. 
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Strategy evaluation and implementation as -k-ell as directing most operations at the 

centre. The MC quickly extended the scope of its operations. In September 1916 it 
acquired control of the central staff bureau in order to monitor staff deployment 

more effectively. The MC met with Lee on Monday afternoons to set the agenda 
for the following day's board meeting. 

The creation of the MC did not, however, represent a separation of policy and 

administration in the manner of the Chandler model; quite the reverse. It was a 
device to make central control more effective not to devolve management 

responsibility at the centre. MC members were not elevated above their colleagues 

and all of them were still bound to administer their respective departments. At 
first the MC operated as an inner cabinet, and its emergence did not immediately 

lead to the executive's disappearance, but it furthered weakened its raison d'etre. 

At last CPA appeared to have discovered a formula for administrative success. The 

MC lasted for nearly twenty years but it had taken over fifteen to reach this stage. 

Board membership during the war was fluid as founding directors gave way to 

younger men. In June 1914, the board consisted of seven directors (Lee, Heape, 

Macmillan, Philippi, Lennard Bolden, succeeding his father George, Roberts and 
Hewit) and a two man executive (Ashton and Stewart). In May 1915 Cecil Railton 

was elected to the executive. 115 Between that date and 15 February 1916, Railton 

replaced Philippi as a full board member. 116 On 25 August 1917, the directorate 

was increased from seven to nine with the election of William Neild and James 

Addison, the former a production expert and the latter a salesman. 117 Macmillan 

died, after a long period of illness, in November 1918,118 and he was replaced by 

Hamer the following May. 119 

115 DMB, 5,4 May 1915, p. 192. 

116 The precise date is obscure as the monthly directors" reports filed after 
March 1915 in the DMB make no reference to it. 

117 Board Minutes (hereafter cited as Board), 3,2 August 1917, p. 163. After 
November 1917 the practice of filing monthly board reports, introduced as a %vartime 
economy, was abandoned and the series of DMBs comes to an end, to be replaced 
by a new series of board minutes. 

118 Board, 5,26 November 1918, p. 10. 

119 Ibid, 27 May 1919, p. 101. 
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3.7 Conclusion 

CPA's market strategy in the years immediately preceding WNVI consisted of trYing 
to secure a less risky environment with regard to prices. This strategy failed to 

work with the net result that its profit record was inconsistent. The cyclicality of 
the market and the deep flaws inherent in the fixed price strategy particularlý- in 

cheap styles, exaggerated falls in profitability when demand was weak. The board's 

response, a tightening of central monitoring and control, was entirely consistent 

with the assumptions and perceptions of the company's management. This approach, 
however, only served to underline the problem it was trying to solve. It took a 

grave financial crisis coinciding with the war in Europe to bring about a change in 

direction. While this accomplished much in terms of organisational design, CPA 

suddenly found themselves operating in an environment in which the principle of 

minimum prices was now acceptable practice. It is not surprising therefore that the 

company's profitability rose accordingly since these were just the kind of market 

conditions for which the company had been created and for which it was organised. 
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4: Protecting Overseas Markets: 1920-1940 

4.1 Introduction 

During the interwar period, CPA made a number of key overseas market 

investments. Changing market dynamics led to changing distribution patterns for 

overseas markets. For a number of years the directors toyed with the idea of 

integrating distribution capacity within CPA's own organisation, but shrank from 

doing so for fear of offending established distributors. Worsening competitive 

conditions in what the directors considered to be CPA"s key foreign markets 

resulted in a series of direct investment decisions. Manufacturing plants were 

erected in China (Shanghai), Egypt (Alexandria) and India (Mettur and Bhopal). By 

the beginning of WWII, CPA was seeking to establish further plants in Java, 

Australia and South Africa. 

Changing methods of transacting business abroad, particularly when a company shifts 

from exporting to establishing manufacturing plant in foreign markets is a process 

described in Aharoni's (1966) conceptualisation of overseas investment. According 

to this step model, opportunities within and threats to export markets act as the 

trigger for investigations, the accumulation and evaluation of market data. It is 

during this stage that companies may become committed to investing in a particular 

location. If this committment is not strong, then it is unlikely that any company 

will agree to invest no matter how compelling the arguments in favour. In order 

for foreign investments to be realised, this committment has to be sustained. 

Approaching the same phenomenon from a different angle, Nicholas (1987) argues 

that companies go through a number of stages from exporting to establishing plant. 

His transactions cost model emphasises the frequency of transactions as the spur to 

setting up a salesforce and then plant. This process he characterises as a decision 

to invest under uncertainty. Both models agree, however, that the crucial element 

is the acquisition of knowledge and information and the reductions in the 

uncertainties inherent in arms-length selling, particularly through agents. 

The geographical spread of CPA's direct investment showed the board's predilection 

for protecting established markets under threat, rather than developing new ones. 

In 1920, CPA's core overseas markets were largely colonial and eastward: Egypt, 

India, West, East and South Africa, China, Java, and Australia. These were 
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overwhelmingly low-income, high volume markets to which CPA sold the bulk of its 

long run 'native' styles. The timing of direct investment was a combination of 

responses to market opportunity, but mostly a reaction to tough price competition 
from rival low-cost, largely Japanese, imports and insurgent economic nationalism in 

the form of tariff barriers. Strategically, these investments were a new departure 

for CPA and implied learning new management techniques. In the main, CPA cloned 

their UK business abroad as far as it was able, following models of strategy and 

ownership familiar to the directors at home. Throughout this period, the board 

focussed narrowly on preserving traditional markets in this manner. Alternative 

markets for both exported prints and manufacturing plant were briefly considered 
but almost wholly ignored. 

Table 4.1 Domestic and Foreign Sales 
Two Half Years (1920,1921: 000 pieces) 

Market 1920 1921 

Home Trade 660 255 
Colonies & Continent 204 129 
India & Ceylon 1521 285 
Rangoon & Straits 687 321 
Levant & Egypt 1752 566 
Persia & Baghdad 761 229 
South & Central America 709 160 
East & West Africa 641 65 
China & Japan 343 41 

Linings 355 96 
Others 1517 na 

Total 9150 2051 

Source: Secretariat, Box 1178 (1915- 1921 ). 
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The underlying causes for the new investment strategy lay in radical changes 

occurring in key foreign print markets. Prior to the mid 1920s, CPA exported 
between 60% and 75% of its output abroad. Although statistics on CPA's share of 

particular markets are hard to find, I Table 4.1 above shows CPA's total trade 

broken down by markets for two half years, 1920 and 1921. This gives some 
indication of the state of CPA's business in domestic and foreign markets. 2 In the 

half year to June 1920, CPA's most significant export markets were Egypt and the 

Levant (1.7 million pieces), India and Ceylon (1.5 million), followed by Persia and 

Baghdad (0.76 million), South and Central America (0.70 million), Rangoon and the 

Straits (0.68 million), East and West Africa (0.64 million), China and Japan (0.34 

million), and lastly other colonies and continental Europe (0.2 million). Domestic 

sales in the first six months of 1920, at 660,000 pieces, represented only 9% of total 

production. 

The dynamics of these shifting forces are conceptualised in Figure 4.1. It shows 

the links between CPA's home manufacturing base on the one hand, and CPA's 

principal markets on the other. Prior to 1926, the majority of CPA's manufacturing 

plant was located in Lancashire and the west of Scotland. Its satellite plant at 
Malaunay, France, was in the process of being sold. In the home market, the 

destination of approximately 40% of its output in the early 1920s, the majority of 
its output consisted of commission prints, for which it had few distribution 

responsibilities. Its cloth -and -printing (merchanting) output was manufactured and 

sold loose in the piece. 

I Many of the financial and market statistics produced for the board's 
consumption were destroved as soon as they ceased to be relevant. What remains 
has survived either by accident or is buried in board minutes and memoranda. 

These figures provide only a broad indication of CPA's domestic and export 
trade and suffer from two obvious weaknesses. First of all they cover only two 
half-, not full-years. Secondly neither half year could be described as typical. 
19,20 was a boom year for prints, 1922 1 was one of the worst recessions experienced 
in the UK before the 1930s. 
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Figure 4.1 Interwar Print Market Dynamics 
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At the beginning of the 1920s, CPA's overseas distribution network was centred 

around a mass of agents, linked to Manchester by groups of independent merchant 

shipping companies. CPA's arrangements appear typical of many contemporary 

companies (Nicholas 1983). The agents took the orders which were passed on to 

CPA for delivery; other orders, particularly in commission prints, were put up for 

tender by the shippers. Goods would then be consigned to a shipper, who accepted 

the counterparty credit risks until delivery of the goods was made, although the 

goods themselves remained the property of the principal. The agent, or the shipper 
in the case of those markets where CPA had no direct agency representation, took 

possession of the cargoes and distributed them to his customers, accepting both 

stock and credit risk until he received final payment. A standard agency contract, 

and in the interwar period, CPA had anything up to 100 agents working for them, 

yielded between 2% and 3% in net commission. Small markets, such as Belgium or 
Ne, vA, Zealand had single agencies; bigger ones, such as the USA, were covered by 

agency teams. Both the agent and the shipper carried varying mixes of commission 

prints and CPA's merchanted cloths. 

Nicholas (1983; 1987) has drawn attention to the asymmetry of information existing 

between principal and agents. The principal possesses product specific knowledge 

while the agent has market -specific knowledge. Such contractual arrangements 

between manufacturers and their agents had important implications for UK based 

manufacturers such as CPA. Information concerning market demand and taste 
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flowed from the agent/ distributor/shipper network back to the UK. CPA was 

therefore distanced from its principal markets: intelligence took time to be relayed 

back to Manchester and did not always arrive in an entirely accurate form. The 

control of such data gave the shippers powerful bargaining leverage with the 

manufacturers regarding price and quality, particularly in periods of stagnating or 

variable demand. UK calico printers tolerated this so long as the overall export 

market for prints was large and the competition moderate. The scale of credit risks 

involved acted as a powerful barrier to entry into the shipping market by the 

manufacturers. 

in the 1920s, this pattern of manufacture and distribution was radically altered by 

the appearance of three market threats, two internal and one external. CPA's 

foreign market share was threatened from within key export markets by the 

development of indigenous cotton enterprises nurtured by protective tariffs. At 

first CPA had little to fear from these companies since they lacked access to the 

raw materials and skilled labour necessary to compete effectively against European 

prints. The danger to CPA lay in the erection of tariff barriers and in the long 

term potential for such enterprises. The second internal development was a market 

change in taste from bulk, so-called 'native' towards more western styles. Native 

prints were simpler to design3 and were manufactured in long runs on medium to 

course count yarns. Western styles were the opposite: they involved more 

speculative sampling, a greater design content were manufactured in shorter runs 

and were printed on long staple, fine count cottons. The costs associated with 

manufacturing both styles were different and the risks involved in selling the latter 

greater. Admittedly the decline in the popularity of native styles was gradual but 

it represented a significant trend. 

The external threat was more serious. The arrival of cheap Japanese prints into 

key markets such as India, Egypt, China, Java, and South Africa, put most British 

prints at a considerable cost disadvantage, sometimes in the region of 50-70%. 

Indeed, taken with the changing pattern of demand in colonial markets, into which 

the penetration of Japanese prints was greatest, served to underline the weaknesses 

of the prevailing distribution networks. Shippers and agents alike, faced with the 

choice of selling Japanese or British prints, took orders for those in which there 

3 The exception was batiks manufactured for African markets, a highly 
specialist and skilled operation. Batik manufacturers constituted a separate niche 
within calico printing and had their own trade association. 
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was the readiest market. Reduced demand, as channeled through the shippers, 

squeezed CPA's margins and eroded its market share. Relying on the merchant 

shipper in a cyclical and declining business had important consequences. These 

became evident in the depressed 1920s and 30s. Any competitor who could give a 

shipper more attractive rates in styles priced at a significant discount to the 

average would quickly secure the shipper's blessing. This is precisely what the 

Japanese did, to the extent that in the late 1920s CPA could sell practically nothing 

in some markets, notably in India. 4 

Changing market dynamics caused total UK print exports to fall and traditional 

distribution patterns to splinter. For CPA and the shippers alike, the final market 

became the focus of attention and investment. Those merchants keen to protect 

their goodwill moved their central offices from Manchester and London abroad. 

This was most noticeable in Egypt, where many established shipping houses became 

established as distributors with shipping capacity. The trends, and their implication 

for CPA in foreign markets, were outlined in a letter written in 1925 by Ernest 

Gibbs, a representative of Adam Murray & Co, one of CPA's selling branches. His 

remarks centred on Australia, but it was true of other markets as well. 

"If we review the Australian trade at the point when the Calico Printers 
as an Association was formed, we find that at that time, most of the 
buying was done from London and shipped by London houses to the 
subsidiary Companies in Australia; at that time a single agent in Australia 
for the whole of the CPA products would undoubtedly be a wise and 
money-saving idea 

..... 
Gradually, with the growth of Australia itself, its 

increased population and resources, the position of these concerns is 
being reversed; the main and principal houses are now in Australia itself 
and more and more are filling their requirements from manufacturers and 
agents on the spot; the London houses are becoming the subsidiary 
branches, with the power only to fill the small surplus enquiries and 
needs which cannot be dealt with so far away from the market". 5 

As a result of these trends, CPA's agents were isolated and overburdened. The 

single Australian agent and the showroom managers elsewhere were quite unable to 

offer customers the full range of CPA samples. Many agents, Gibbs quoted one 

serving Canada, could not meet their expenses out of their commissions. in some 

4 CPA's most successful designs in the Indian market were repeatedly pirated 
by Japanese manufacturers. ' 

5 Secretariat (19'22-1928), Box 1182, fol 27.1, Ernest Gibbs to Hewit, 25 
November 19.5. 
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cases, shipping capacity precluded the need for direct distribution. However, he 

noted, 

"When we turn to other markets, such as Egypt, Near East, India, Java, China, 
Japan etc., the position is infinitely worse, as we have no direct selling 
representation whatsoever; hence our merchant competitors find it possible and 
worth while in many instances not only to have agents, but to send out special 
representatives; whilst we are content with showrooms only and these so 

6 constituted that they are not allowed to quote merchant prices". 

Fierce price competition and national tariff barriers caused the total volume of 

CPA's export trade to decline. In the 1930s CPA's exports fell from 10.8 million 

pieces in 1928 to 4.2 million in 1938. Total exports by the industry as a whole over 

the same period, declined from approximately 76% of domestic production to just 

54%. CPA's share of UK exports declined at a faster rate from 52% of the total to 

41% (Table 4.2 below). 

Table 4.2 Total Exports and CPA Share 1928-1938 
(Million Pieces) 

Year UK CPA CPA % 

1928 20.8 10.8 52 
1929 18.4 9.9 54 
1930 13.2 7.1 54 
1931 10.8 5.5 51 
1932 15.2 6.5 43 
1933 13.9 6.4 46 
1934 14.7 6.3 43 
1935 15.2 6.2 41 
1936 14.5 6.4 44 
1937 15.2 6.8 45 
1938 10.3 4.2 41 

Source: Secretariat (1929-1939) Box 1241, fol 58. 

Evidence culled from reports on different export markets confirms that the decline 

6 Ibid. 
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of CPA's business in its biggest markets was very acute. In October 1926, the board 

noted with alarm that CPA's share of the Board of Trade returns had dropped below 
7 the psychological 50% mark to 45% . In 1927, it was calculated that CPA did fI 

million worth of business in Egypt, but its customer base was declining. 8 Customer 

debts in 1920 stood at E900,000.9 A report prepared by Lennard Bolden in May 1929 

showed that the average level of imports of prints into Egypt was 1.8 million pieces 

a year. CPA's share, which was roughly equivalent to the total share of all UK 

exports to Egypt had dropped in the same five year period from 82% to 56%. 10 In 

the early 1930s, economic recession drove most of the shippers out of Manchester 

into Egypt itself where they acted as importers, shipping goods, offering credit and 

distributing the goods to the wholesale and retail trade. Many of CPA's Egyptian 

customers either went completely bankrupt (as in the case of A Ydlibi, one of 
CPA's longest standing Middle Eastern debtors) or lost the confidence of the banks 

(As Btesh, CPA's largest Egyptian customer did in 1933) reducing their credit and so 

the amount they could purchase from CPA. Moreover, by the 1930s, Japanese 

competition was eroding CPA's market share. In November 1932, Japanese prints 

captured 32% of the import market; by early April the following year, they had 

captured over 50%, having greatly reduced their prices to 30-40% below CPA's for 

cottons and 60% for rayons. II 

This picture was replicated in most other markets. In South America, where CPA 

had once been the largest British exporter of cotton goods, by 1933, it was 

exporting 62,000 pieces to the whole market, a mere 6.5% of all cotton imports; in 

Argentina, by far the most important country, CPA had an even smaller share: 
4.23%. This state of affairs was compounded by a wave of agency bankruptcies in 

1931.12 In South Africa, CPA's share of total print imports declined from nearly 
100% before 1914 to 17% in 1929 and to 14% two years later. 13 In India, Japanese 

7 Board, 10,26 October 1926, p. 26. 

8 Board, 10,12 July 1927, pp. 128. 

9 Board, 6,21 December 1920, p. 178. 

10 Board, 11,4 June 1929, pp. 199-200. 

11 Board, 15,4 April 1933, pp. 123-124. 

12 Secretariat (1929-1939) Box 1182, fol 32.2, Report on South American 
Trade, September 1934, p. 4. 

13 Board, 12, ýA September 1929, p. 45, ibid, 16,19 December 1933, p. 83. 
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cloth in 1928 was being sold for 1.5d cheaper per yard and CPA fought numerous 

actions in the courts to protect its design copyright. 14 In 1930 CPA's trade in 

Australia was only E300,000 out of a total print business worth L4.5 million. Its 

share of the market in 1930 according to volume was 24%. 15 In New Zealand, in 

1932 its share was 17%. 16 In Java, Japanese imports accounted for 1% of the total 

in 1923; by 1928 this had grown to 33%. 17 No figures exist for the decline in 

CPA's China trade but it was undoubtedly substantial. 

4.2 Overseas Strategy 

The principal problems facing the board as far as international markets were 

concerned focussed on two aspects of competition: price and distribution. The 

Japanese followed a ruthless price strategy designed to gain for them important 

footholds in the largest export markets. CPA's price strategy was, by contrast, 

largely dictated by the list prices agreed by the Federation of Calico Printers. The 

onset of the depression in the late 1920s, had the effect of bringing the bulk of 

calico printers together and led to a tightening of the minimum price scheme. 

Hewit suggested in November 192918 that CPA, as the principal print exporter, 

should be allowed the right to discretionary prices for export markets, and a plan 
devised for the Indian market in 1931 emphasised that freedom of price was 

essential if it was to have any chance of success. 19 CPA gained its freedom of 

price in January 1932, but only at the expense of the collapse of the FCP as an 

effective cartel. In any case, it was clear, even with price freedom that the scope 
for price competition with the Japanese was limited and that other solutions to loss 

of market share would have to be found. 

The directors' response to the changes in competition and market structure was to 

focus very narrowly on protecting key markets. They aimed to forge closer links 

with their traditional customers rather than tackling new competition at source (by 

establishing plant in competitor countries) or developing new markets. The option 

14 Board, 11,2 October 1928, p. 103. 

15 Board, 12,4 March 1930, p. 117. 

16 Board, 14,14 June 1932, p. 130. 

17 Board, 11,17 July 1928, p. 74. 

18 "1 9, p. 7 0. Board, 12,12 November 19- 

19 Board, 13,14 April 1931, p. 110. 
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of establishing plant in foreign competitor countries in an attempt to gain some of 

their cost benefits was not pursued. On 5 May 1924, the board sold Malaunay, 

their French subsidiary for E450,000.20 The board had plenty of offers to establish 

plant in Europe. In May 1925, the Federation of British Industries asked if the 

board was interested in acquiring an Italian works for sale. The board declined. 21 

Two years later they gave a similar response to an offer of a controlling stake in 

the largest Italian printing combine. 22 They refused offers of plant control in the 

Soviet Union'23 Portugal, 24 Brazil (twice), 25 Belgium, 26 Poland, 27 and Persia. 28 

The only case where the directors displayed any interest was in a plant in Rumania. 

It was characteristic that the motive for this interest was the scale of Rumanian 

debts, which in 1923 stood at E75,000, half the total for Europe as a whole of 

f 145,000.29 Negotiations to purchase the whole plant for f 50,000, or a51% stake 

for f 26,000 dragged on between 1926 and 1929 before the board finally declined. 30 

4.2.1 Direct Distribution 

One option was to build overseas distribution capacity. A means of achieving this 

aim would be to absorb CPA's agency structures to internalise their market 

knowledge (Nicholas 1987,68). Here, however, the directors tried to steer a 

middle path between losing share of markets to low cost competition on the one 

hand and incurring the displeasure of the shippers and other FCP members on the 

other. The board had flirted with the idea of joining the ranks of the shippers in 

their own right during WWI when they bought two specialist merchant firms, 

20 Board, 8, p. 55. 

21 Board, 9,26 May, p. 15. 

22 Board, 10,26 May 1927, p. 118. 

23 Ibid, 16 November 1926, p. 36. 

24 Ibid. 

25 Ibid, 29 November 1927, p. 186; Board, 11,15 January 1929, p. 147. 

26 Board, 12,23 July 1929, p. 19. 

27 Board, 15,18 October 193-1, p. 3. 

28 Ibid, 4 July 1933, p. 175. 

29 Board, 7,9 January 1923, p. 274. 

30 Board, 12,24 September 1929, p. 46. 
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Marshal Fabrics, and Beales Powner Plowright. After 1929, CPA did not possess the 

financial resources to buy other shippers. The board considered direct distribution 

on numerous occasions but their concern at the potential loss of shipping business 

swayed their hands. In October 1922, the MC advised against purchasing a stake in 

Kempton & Co, a shipper with branches in Java, the Straits and Buenos Aires on 

the grounds that such a step would upset other customers. 31 In 1924, the board 

declined a similar venture in Yugoslavia for the same reasons. 32 In 1926, after a 

survey of foreign distribution by the MC, the board were advised that in the view 

of the Market Managers33 markets dominated by shippers could not be challenged. 

They advocated increasing the merchanting ratios in domestic, colonial and European 

markets and to rely on commission printing, for which no distribution capacity was 

required, for the other markets. 34 The following year, as CPA's share of print 

exports dipped below 50%, Railton admitted in a review of distribution strategy that 

an ad-hoc policy was the only option in the prevailing circumstances. He promised 

to monitor systems operated by CPA's competitors; otherwise, all cases of direct 

distribution would be dealt with according to their merits. 35 

The board's chosen expedient was to increase its links with specific merchant 

shippers by agreeing to underwrite credit risks. In 1927 they negotiated a close 
distribution deal in Persia'36 followed by a series of others with Myrtle Burt, a 

31 Board, 7,17 October 1922, p. 243. 

32 Board, 8,29 April 1924, p. 51. It is significant that in this case CPA told 
the merchant concerned, Mr Stern, that if he established a Manchester office and 
took CPA goods only, and provided that his bankers references were in order, CPA 
would provide him with f6000 in credit. 

33 Responsible for co-ordinating CPA's selling effort. 

34 Board, 10,26 October 1926, p. 26. 

35 Board, 10,12 July 1927, p. 132. The review was prompted by a suggestion 
by the BA that the three combines should commonly invest in market representation. 
At a three combines meeting in June 1927, BA changed their minds and were 
hostile. lbid, 21 June, p. 119. 

36 Between July and September 1927, the MC negotiated an agreement with 
Zieglers. CPA agreed to consign the goods to Zieglers, retaining discretion 
regarding price and production. Zieglers were responsible for selling for which they 
received expenses and a commission of 5%, higher than average. CPA agreed to 
reimburse the shipper if any of his other customers defaulted as a result of the 
agreement. CPA additionally agreed to cover all its outstanding debts and 33% of 
Zieglers' own borrowings. Board, 10,26 July 1927; 16 August; 20 September. 



merchant specialising in shipments to Java. 37 Neither was particularly successful-38 

A third case arose in South America. Before 1914, South America, which for 

practical purposes meant Argentina and Chile, had been one of CPA's largest 

markets but decline had set in as early as 1907. In August 1927, Hewit reported to 

the board that merchant trading there was proving difficult. Again the principal 

difficulty was price. CPA entered into an agreement with Messrs Stenthall whereby 

they would have first call on output from the top merchant branches at a 10-15% 

discount, sold under CPA's label with Stenthall carrying the stock risk. The 

agreement did not preclude CPA from taking other business at standard prices. It 

ran for a year but was not a conspicuous success and was not renewed. 39 

So far CPA had been experimenting with half measures. In 1929, however, the 

board took a radical step and bought a specialist shipping company, S Arning & Co, 

on the advice of their principal South American market representative, G 

Anderton. 40 After initial staffing difficulties (advertisements failed to produce any 

response), CPA struck an agreement with a native Chilean, Mr Uhde, who 

contracted to act as the resident distributor for five years at a salary of L1800 tax 

free with a commission. At a meeting of the board held on 17 September 1929, the 

explicit justification for the agreement was made in terms of lower transactions 

costs for the first time: "the board agreed that the policy of the Association was to 

use the company [ie Arnings] to secure additional business by 'reducing the charge 
for merchanting which might result in the company otherwise making a loss'". 41 

Two years later, the scope of the agreement was broadened to allow Uhde to bid 

for the Lancashire Cotton Corporation's general South American agency business, 

37 CPA sought to preserve their relationship with Myrtle Burt by agreeing to 
take Soviet prints at 30-40% below CPA's list price. (Board, 11,17 July 1928, p. 75). 
In August 1930 MB agreed to take these prints up to E200,000 to sell alongside 
CPA's own productions for a commission of 6%. (12,26 August 1930). CPA 
underwrote the credit risks up to E75,000; in June a salesman was dispatched to 
Java with a salary and commission of 1.25% for all prints sold above 100,000 pieces 
(lbid, 13 May; 3 June). 

38 Zieglers appear not to be mentioned in the board minutes after the credit 
deal was struck. MB nearly went bankrupt in 1931 and was only saved in 
September by further consignments of Soviet prints. Board, 13,7 July 193 1, p. 15 1. 

39 Board, 10,23 August 1927, pp. 146-147. 

40 Arnings was bought for an undisclosed sum. Board, 11,14 May 1929, p. 
193. 

41 Board, 12,17 September 19Z " 9, p. 4 2. 
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and a chain of shops was started. 

This agreement represented a start towards direct trading, but stopped well short of 

a full scheme: CPA, instead of underwriting the risks, was running them on its own 

account, but still relying on an outsider, Uhde, to manage the show. The timing 

wa. s inauspicious. By the end of 1931, a significant number of South American 

agents had gone bankrupt and trading ceased for practical purposes for a 

considerable period. Uhde died suddenly on his first selling trip in the same year; 

and the agent in Buenos Aires proved to be very lax. Summarising the position in 

a report of September 1934, Roger Lee agreed: "the results of SA Co have been 

disastrous". Between 1929 and 1933, the cumulative losses exceeded E40,000, an 

average of E10,000 a year. More significantly, CPA's share of the print import 

market in 1933 was only 6.5% an increase of 0.3% when compared with 1931. 

Overall the results were described as "disappointing" but Lee was inclined to be 

lenient towards Arnings : "this is not altogether the fault of SA Co as our 

merchant departments have not had South America in mind when producing new 
42 lines". 

An embryonic distribution plan was not launched until early in 1939. Previously, 

the scale of credit underwriting required deterred the board from pursuing the 

direct distribution route in South America. In October 1934, Arnings were refused a 

rebate of 5% on the grounds that it wiped out all profit margins. 43 Even the 

persistence of Japanese imports despite a 25% tariff did not convince the directors 

of the need to establish plant in Argentina. 44 In January 1939, however, prompted 
by the apparent success of Tootal's white trade in South America'45 CPA forged 

links with an importer, Dandridges, and began a pilot scheme importing dresses, 

42 Secretariat (1929-1939), Box 118 1, fol 28.4, Roger Lee, Report on SA Co, 
August 1934, p. 5. 

43 Board, 17,30 October 1934, p. 65. 

44 The possibility was raised three times, on 7 May 1935 (Board, 18, p. 12); 3 
November 1936 (Board, 20, p. 106) and I February 1938 (Board, 22, p. 149). 

45 This turned over approximately f 100,000 a year backed by annual 
advertising worth E5-6000. Tootal catered for repeat orders by importing them 
through a Spanish indent house which held the stock and took the risks in return 
for a 20% price premium. CPA's turnover in South America at this time was barely 
half that of Tootals. Board, 23,10 may 1938, p. 24. 
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later expanded into shirtings. 46 

CPA's reluctance to build distribution capacity was matched by the board's 

insistence on serving traditional markets. As in establishing plant, the board was 

wary of experimentation. The directors made no attempt to distribute to alternative 

markets, such as the USA. North America was, admittedly, as depressed after 1929 

as any other country, but it possessed numerous advantages which CPA's other 

markets did not share: a common language, an integrated, homogeneous market and 

some of world's richest consumers. CPA's agency representation in the USA was 

negligible during this period and remained so for a long while afterwards. In 1939, 

CPA merchanted barely E7000 worth of prints in the USA. 47 

The idea that CPA could not hope to prosper in the USA apparently became a part 

of the directors' collective mind set from a very early stage. It was reinforced by 

a number of market surveys. In 1923, a report on America from EB Clegg 

concluded, 

"it should be repeated that though the population of North America is 
now 120,000,000 and may well rise to 200,000,000, of a very high standard 
of living, it is useless for us to hope at any time, for any considerable 
import trade either into the USA or Canada, because the whole tendency 

48 of their development is against this". 

In America, cotton prints were divided into a mass market business with long runs 

and large economies of scale, and a small luxury, often silk, segment. Clegg's 

qualms about barriers to entry appeared to focus on the distribution organisation 

there: merchants were vertically integrated and concentrated their trade on either 

segment with little overlap. CPAs American agents did not agree with Clegg's 

analysis and argued that CPA should 'jump in there with a plant for high quality 

46 The board agreed to hold f 15,000 worth of stock in Buenos Aires. Board, 
24,31 January 1939, p. 31. 

47 Secretariat (1939-1949), Box 1240, fol 54: LB Lee, "Report and Proposals 
for the Development of Merchanting inside the Association", May 1944, p. 31. 

48 Nly emphasis. Secretariat (19. "I - 1928), Box 1196, fol 95: EB Clegg, "Visit 
to USA and Canada", 20 February 1923, pp. 34-35. 
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printing on extremely favourable terms". 49 This attitude to the world's biggest 

market persisted unchanged for the rest of the interwar period. 

4.3 Plant Investment: Geography and Timing 1925-1940 

CPA's fear of alienating its established shipping customers and the sheer scale of 

the credit risks involved limited CPA's investment in direct distribution between the 

wars. Investment in manufacturing plant, by contrast, was considerable. Direct 

investment in plant was made in China, Egypt and in two Indian factories. The 

motivation for these investment followed a common pattern. All three were key 

markets under threat from cheaper competition. The spur to move beyond the 

protection of market share and the liquidity of their debtors was provided by 

incipient economic nationalism. Entry into these markets also appeared to be barred 

by powerful merchant interests. These factors combined to persuade the directors 

of the benefits of establishing manufacturing plant. 

Since the board had fixed views about where to invest, market reports on specific 

overseas markets tended to confirm the directors' prejudices. Market information 

on demand came largely from their agents or the shippers, while general data was 

compiled by travelling salesmen or interested parties such as the Foreign and 
Colonial Offices. In most cases, CPA declined to make their export markets the 

focus of any systematic intelligence gathering. When the board was seriously 

considering making an investment in plant, it relied on local sources, such as the 

managing agents in India, backed up by what those directors charged with 

negotiating each deal could ascertain. This tendency to trust local information 

without validating the sources had a significant impact on the board's attitude to 

the relationship between each subsidiary and the parent organisation in Manchester 

and the way general management links with the subsidiaries were maintained. In 

general, CPA's strategy was to build local strength and to manage at arms length or 

not at all. Links between the foreign plants were loose and informal, if there was 

any linkage at all, it was confined largely to technical personnel who were trained 

at CPFC and posted to other plants. These management attitudes grew out of the 

directors' approach to CPA's overseas markets and created precedents of strategy 

and management which persisted after WWII, often with dire consequences. 50 

49 Ibid, p. 20. The MC investigated the offer but nothing came of it. Board, 
7,2 October 1923, pp. 375-377. 

50 See below Chapter 6. 



115 

4.3.1 China 

The Chinese venture, begun in early 1924, grew directly out of CPA's Chinese 

agency structure established at the end of the First World War. The Chinese 

market had always been important to CPA: an early market report dating from 1903 

noted that it was one of the principal destinations for the company's bulk native 

styles. 51 In November 1915, Mr Bruce, CPA's China Market Manager devised a 

scheme to increase agency representation. His plan centred on having two agents 

in three major Chinese ports: Hong Kong, Tientsin and Shanghai. CPA consigned 

33,000 pieces worth in an initial shipment the goods to a shipper on the strict 

understanding that "credit [was] not to be encouraged". The total cost of this 

shipment was f 18,579. Insurance, packing, freight, selvedge stamping and eight 

months' interest at 6% amounted to 16.25% of the total. 52 Bruce was put in charge 

of this operation and sent to China to organise distribution and monitor the agents' 

progress. By March 1919 some 220,000 pieces had been sold. 53 

Unlike many other direct investments abroad, China was chosen because it presented 

opportunities. Lee considered in early 1918 that "the developments in China after 
54 the war will be considerable". In 1918, there was only one dyeworks in China 

and the local cloth was "too coarse and unsuitable" for finishing. 55 By 1924 

increasing Japanese competition in what was a low tariff market, and a considerable 
increase in investment in Chinese cotton manufacture, led the directors to consider 

at least looking for a site for a finishing mill. The Chinese market was big, and 

cheap labour in plentiful supply; good quality cloth could be imported from 

Japan. 56 On 4 March the board agreed to sanction the purchase of a 17 acre site 
for not more than L58,000.57 In November 1924, CPA bought a French printworks 

51 EB Clegg, Two Reporis on the Three Years' Work in China and Japan, 
March 1905. Secretariat (1929-1939), Box 1199, fol 22.3. No figures are quoted. 

52 Secretariat (1915-1921), Box 1171, fol 28.3 "Schemes of 2nd and 18th 
November 1915", 26 November 1915. 

53 lbid, Brubro Dept Position as at 31 March 1919. 

54 Ibid, letter secretary to JH Macmillan, 29 April 1918. 

55 Ibid, letter secretary to JH Macmillan, 22 April 1918. 

56 Board, 8,26 Februarý, 1924, p. 27. 

57 lbid, p. 30. 
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in Shanghai for 180,000 Taels, or approximately E30,000.58 Director James Ashton 

agreed to manage the company 59 and left for China in May 1925. On 4 Januarý- 

1927, the firm was formally christened the China Printing and Finishing CompanN- 

(CPFC). 60 

At first CPA poured money into China. The board voted E18,000 for plant in June 

1925.61 In September Ashton asked for E80,000 of investment including f41,000 for 

extensions, f 20,000 for a spinning mill and another f 8000 to finance a handkerchief 

business. 62 On 30 November 1926, the Management Committee noted that f 111,431 

had been invested in China. 63 By May 1927 expenditure was running at f 122,085 

against an amount voted of f 118,670. There were delays encountered in erecting 

the buildings and the management expenses were heavy. 64 In April 1928, the board 

learned that the cost of buildings estimated at 00,000 was now reckoned to be 

E42,000; 65 on I May, the were informed that Ashton's underestimate was in fact 

f 22,000.66 A week later, expenditure was limited to f 307,000, of which f 257,000 

already voted. 67 

In the early 1930s, CPA took a major investment decision to build a spinning mill 

after a series of management inadequacies and worsening competitive position in 

China. Under normal conditions it was cheaper and quicker to import Japanese grey 

cloth. The Chinese boycotts of Japanese goods changed this. 68 Ashton's 

expedient, importing English cloth and then mixing it with Japanese supplies, was a 

58 Ibid, p. 13 1. 

59 Ibid, 10 February 1925, p. 164. 

60 Board, 10, p. 55. 

61 Board, 9,15 June, p. 18. 

62 lbid, 16 September, p. 61. 

63 Board, 10, pp. 41-42. 

64 Ibid, 10 May, p. 105. 

65 Board, 11,24 April, p. 36. 

66 Ibid, p. 4 1. 

67 lbid, 8 May, p. 45. 

68 Ashton had to pay extortionate sums to have his cloth imports released 
from the harbour. Ibid, 7 May 1929, p. 189. 
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short term, expensive, and ultimately fruitless exercise. He had long campaigned for 

the finance to build a spinning mill. By October 1931 Bolden, now installed in 

Shanghai directing operations before the arrival of Clive Hargreaves (Ashton's 

eventual successor as chairman of CPFC), argued for capacity as well. 69 On 27 

September 1932 they opted to import, hoping that the Chinese would not seize their 

cloth. 70 Within a month, this policy was exposed as a failure. They agreed to 

build the mill. 71 

The erection of the mill in the 1930s coincided with a period of relative calm for 

CPFC. Losses for the year to 31 December 1932 were E46,000. The results for the 

equivalent period in 1936 and 1937 showed profits of L65,000 and E55,000 

respectively, a return on capital of about 6.3%; reserves in 1937 amounted to f 33,000 

and a dividend was declared of 41%. In August 1936, the board agreed that the 

company's capital should be in sterling. There were inherent risks, mostly to do 

with violent fluctuations in the value of the C$, 72 which exposed CPFC to exchange 

losses. On the other hand, the move improved the financial stability of the 

company. But these years of calm were short-lived. Japan invaded China in 1937 

and occupied Shanghai. By 1941, CPFC was empty: all the machinery had been 

cleared out by the Japanese and most of the European managers and staff and their 

families impounded. 

4.3.2 Egypt 

Like China, Egypt was one of CPA's principal export markets. It was also the 

source of some of the world's highest quality cotton. The Egyptian print market was 
73 worth approximately EI million, and during the 1920s and 30s, it became the focus 

of severe price competition. Egypt was contested by Italian, Roumanian and Czech 

prints; the most significant price competition came from the Japanese who undercut 
CPA's production by up to 25%. Between 1924 and 1928, CPA's share of the market 

69 Bolden estimated that spinning and weaving capacity would cost E300,000 
and print plant extensions a further E90,000. By now the company was financially 
desperate, owing approximately f 150,000 and threatened by boycotts. Board, 14,20 
October 1931, pp. 8-9. 

70 Ibid, p. 189. 

71 lbid, II October, p. 197. 

72 In January 1937 CSI was worth 2-id. 

73 Board, 10,1. - 
July 1927, p. 1,2-8. 
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dropped from 82% to 25%. 74 

Between 1927 and 1933, CPA attempted to enter the market on its own account as 

an importer with little success. An approach by one shipper led to nothing. 75 A 

plan to distribute directly into the market, proposed in 1929, got no further than 

the opening of a shop in Cairo in March 1930 which lost money. 76 In the early 

1930s, price competition intensified. In 1933 the Japanese cut their prices to 40% 

below CPA's for cotton and 60% for rayon. In six months their share of the 

Egyptian market climbed from 27% to over 50%. None of the shippers were selling 

British prints: Btesh, who owed CPA E32,000 in 1932, gave notice that he would 

cease to trade with CPA, and other shippers, Ades, Sachs and Bigio, were being 

forced to follow suit even though none of them were making any profit from selling 

Japanese prints. Lee wrote to the Foreign Office in April 1933 to consider imposing 

a quota on Japanese imports. 77 

CPA's inability to import prints in Egypt or to establish effective distribution in its 

own right led the board to consider a number of joint manufacturing ventures 
between 1933 and 1935. By this point the stakes had been raised. Even if the 

tariff negotiations, which stuttered to a conclusion only in 1936, were successful, it 

looked increasingly likely that Egyptian spinning and weaving firms would enter the 

finishing market as manufacturers in their own right. The board was faced with 

three options, all concerning joint ventures. The first was to set up a plant 

consisting of 200,000 spindles and 5000 looms with the Banque Misr to cater for 50% 

of all Egyptian prints. 78 Another proposal was to form a company made up of 
finishing and shipping interests. 79 The board preferred the third option to form a 

74 Board, 11,4 June 1929, pp. 199-200. 

75 The importer, Rofe, had done E35,000 worth of business with CPA in 1904 
but this had fallen to f6000. CPA proposed to purchase and finance the grey cloth 
up to the printing stage and would then give the shippers, Rofe, Casdagli and 
others credit for three to six months. This was not what Rofe wanted. In common 
with many shippers, he was closing his Manchester operations and wanted capital to 
set up in Cairo. Board, 10,12 and 26 July 1927, pp. 128-9,134-5. 

76 Board, 12,4 March 1930, p. 118. 

77 Board. 15,4 April 1933, pp. 123-4. 

78 Board, 16,31 October 1933, pp. 47-48. 

79 This proposal came from Btesh who suggested forming a group consisting 
of his own firm, CPA and the Bleachers Association. Ibid, 29 August, p. 3. 
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modest company in conjunction with the SociW Nationale de Filature (SNF) 

manufacturing 400-500,000 pieces a year at a cost of E70-80,000.80 An attempt to 

buy shares in SNF proved unsuccessful8l and negotiations continued for two months. 

In February 1934, the two companies agreed to form a separate finishing company, 

the SociW des Industries Textiles (SEIT) which received a royal charter as a 

limited liability company to trade for an initial period of 20 years. The initial 

capital was E80,000 with another E20,000 for machinery, all financed by CPA at 10% 

interest. Almost immediately, the capital was increased by E20,000.82 

Delays over the tariff issue forced CPAs hand on distribution. In August 1935, the 

board was forced to grant SEIT a sole agency for CPA's imports to Egypt to stop it 

distributing other firm's products. 83 The directors concluded, after the collapse of 

the negotiations in October to offer a stake in the company to other British 

finishers. 84 In December, SNF agreed to devote all its finishing business to SEIT 

for at least eight years and the Bleachers were allowed a stake in the company 

worth E40-50,000.85 Nevertheless, SEIT's competitive position was still threatened 

by the Japanese who continued to import at low prices until June 1936 when a 

tariff quota agreement came into force, limiting their imports from 160 million to 

just 20 million square meters; 86 it was short of working capital and had to rely on 

the shippers for distribution. The effect of tariff protection on SEIT`s profits was 
instant. In 1936 the company made a net profit of LE5817 on capital of E80,000 

and paid a dividend of 7%. 87 The following year profits increased to LEI 7,318.88 

80 SNF was run by a Swiss family partnership, Robert and Linus Gasche. Ibid, 
12 September, p. 14. 

81 lbid, 6 December, p. 75. 

82 Ibid, 26 February 1934, p. 117. 

83 Board, 18,20 August 1935, p. 75. 

84 lbid, 1,15 and 22 October, pp. 114; 129; 137-8. 

85 lbid, 3,9 and 10 December, pp. 173-6; 181-3,187-8. 

86 The tariff system worked according to the degree of Egyptian cotton 
consumed. It also barred the import of cheap cotton prints bearing the same marks 
as high value productions. Board, 19,23 June 1936, p. 182. 

87 Board, ý- - '10, '4 November 1936, p. 124. 

88 Board, . 22,18 January 1938, p. 134. 
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In 1938 the capital was increased by EE100,000 to LO-5 million and profits to 
89 E23,854; the dividend, at 71% was still paid only on the LE80,000 called up capital. 

These results were modest but without the tariff protection they would undoubtedlý' 

have been much worse. In January 1938 Hargreaves reported that SEIT was still 

short of working capital and finding it difficult to sell prints in a large but volatile 

market. 90 At the outbreak of war in 1939, SEIT was establishing its position in the 

market without any spectacular success. In many respects the Egyptian deal was 
far from satisfactory: they had no managerial influence in a company which could 

theoretically be thought of as controlled by two outside firms, the Filature and the 

Bleachers' Association. It was not until the Second World War, that SEIT began to 

earn its backers any significant profits, despite being bombed and shelled during the 

war's early stages. 

4.3.3.1 ndIa 
CPA's two Indian ventures at Mettur and Bhopal grew out of circumstances similar 
to those experienced in Egypt. In the early 1920s, India and Ceylon were CPA"s 

second largest export markets. Prints manufactured from medium and coarse count 

yarns sold particularly well. The board had examined the prospects of entering the 
Indian market as manufacturers since 1920.91 As in Egypt, CPA was confronted by 

severe price competition from the Japanese. 92 The timing of entry was influenced 

by the imposition of tariffs in 1933. CPA's failure to establish direct distribution 

links in India also mirrored the Egyptian experience; attempts to form a joint 

venture with Indian manufacturers were equally unsuccessful. By the mid 1930s, 

89 Board, 23,21 November 1938, p. 178. 

90 Board, 22,18 January, p. 124. 

91 Between 1920 and 1922, the directors negotiated a plan with UTR and 
Steiners to establish plant in India. Nothing emerged from them apart from an 
agreement to open a showroom in Bombay. Board, 6,23 November 1920, p. 162. 

92 By 1928, Japanese cloth was cheaper by I Id per yard (Board, 11,2 October 
1928, p. 104); five years later Japanese prices were 20% lower than any equivalent 
European manufacturer's and CPA's share of business ývith big shippers like Rallis 
and Glazebrook Steel, was only 20% and 25% respectively. Board, 15,14 March 1933, 
p. 105. 
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CPA, in conjunction with BA, forged links with two managing agents'93 Forbes, 

Forbes Campbell & Co (FFC) and William Beardsells and in 1936 set up plants in 

Bhopal and at Mettur, near Madras. 

In the early 1920s, India did not look a very attractive market in which to establish 

plant. A market intelligence report by Mackay Wood reported that there were only 

two machines in India and concluded that "from a purely manufacturing point of 

view there is nothing very attractive about calico printing in India". It was hard to 

find ideal sites, suitable water was scarce and coal deposits too far to be easily 

transported to those places where water was plentiful. 94 By 1931 circumstances had 

changed. Price flexibility was crucial to successful trading in India and a report by 

Mr Hodgkinson urged the directors to reconsider the plan to establish plant. 95 

The collapse of the FCP in early 1932 freed the principal UK exporters from the 

straightjacket of their minimum prices. For CPA the problem was not only price 
but the cost of distribution as well. After the onset of the Indian boycott in 

January 1932 and after receiving a detailed report from McCulloch on India in May 

1933,96 the directors agreed to mount a two-pronged strategy. The first was to 

establish a nucleus direct trading organisation. The second line of attack was to 

establish a plant. Negotiations concerning direct trading with a favoured shipper 

were a complete failure. Links with Grahams forged in late 1931 collapsed when 

the Indian boycott was declared. 97 Talks with Rallis, one of Manchester's biggest 
98 merchanting organisations, fared no better. In November 1934, Sasoon's also 

93 Managing agencies were an institution in India, responsible for distributing 
a wide variety of goods and services throughout India. Links with such agencies 
were essential: they had a deep knowledge of local conditions and provided a ready- 
made distribution network. 

94 Secretariat (1922-1928), Box 1198, fol 95: Makay Wood "Indian Market", 3 
June 1922, P. 25. 

95 Board, 13,14 April 193 1, p. I 11. 

96 Board, 15,9 May 1933, p. 144-145. 

97 Board, 14,15 March 1932, p. 87. 

98 The directors had agreed by a majority to approach Rallis in September 
1933. One of Rallis' directors, G Dimetriadi, proposed a small distribution 
organisation, not confined soJely to CPA's products, financed by f 125,000 in capital 
split between Rallis and CPA (40% each) and outside parties (20%). Board 16,12 
September 1933, p. 13. In early November, Sir Strati Ralli told Bolden and 
McCulloch that he would only act as sole distributor, an offer which CPA declined. 



refused to link with CPA to form a managing agency. 99 In June 1935, negotiations 

with the Bombay Dyeing and Manufacturing Company to form a joint printing 

venture collapsed. 100 

The failure of these negotiations led CPA approached its fellow finishing combines 

with the idea of a joint British venture in India. 101 The Bleachers were keen 

enough and BDA, albeit reluctantly, also agreed. In August 1935 the three firms 

each put up E60,000 for a plant in India and formed a separate company, Overseas 

Industries Ltd (OIL) in 1936, to finance it. 102 By January 1936, the only solid 

proposal was to form a plant in the native state of Bhopal. The directors noted 

that the only neglected sector of the industry was finishing, but this situation was 
fast changing. By 4 February they agreed that horizontal operations on the 

Lancashire model would be inadvisable and a majority of directors agreed that the 

venture should start as a small spinning plant. 103 The Bhopal scheme was finally 

approved by OIL on 3 March 1936.104 The plan, budgeted at L150,000, was 

underwritten by the Nawab of Bhopal to the tune of 00,000, and his support, which 
included generous tax allowances, tipped the balance in favour of this project rather 

the rival offer of a plant at Nagpur (18,000 spindles and 220 looms) made by FFC, 

who would give OIL 50% of the shares in return for a twenty year managing agency 

agreement. 105 

With the details of Bhopal settled, the board turned its attention to an embryonic 

lbid, 7 November 1933, p. 51. 

99 Board, IT, 13 November 1934, p. 78. 

100 CPA proposed to establish a small joint venture of 6 or 12 machines 
costing f 180,000. As in Egypt, the expectations of the local company far 
outweighed what CPA could offer. The Bombay company demanded sole use of 
CPA's designs and later all of CPA's Indian business. Even so, negotiations lasted 
for six months. Board, 18,4 June 1935, p. 30. 

101 Ibid, 30 July 1935, pp. 61-62. 

102 lbid, 13 August, p. 67. 

103 Hewit argued for a distribution network on the grounds that spinning 
course counts in India was unrenumerative. Board, 19,4 February 1936, pp. 47-49. 

104 Jbid, p. 73. 

105 FFC were granted a 50% stake in the managing agency for Bhopal. Ibid, 
31 March 1936, p. 102. 
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scheme in Madras at Mettur. the Mettur plant, 10,000 spindles and 300 looms, was 
designed to manufacture medium count cloths and budgeted at E120,000 of which 50% 

(L60, OOO) would come from OIL, E20,000 from William Beardsells and the rest from 

other Indian subscribers. Mettur was situated 30 adjacent to the Mettur dam, 30 

miles north west of Salem on the northern boundary of the Indian cotton fields. It 

was linked to Salem by a railway and had a water supply of 168,000 gallons a day. 

Two other sites at Erode and Ponneri were considered but rejected. It appeared 
financially sound: Samuel Jackson of Beardsells noted that even 'inefficient' firms in 

the region earned 7-8% on their capital employed, 106 while the project had the 

explicit backing of the Imperial bank of Madras. On 25 August 1936, the Board 

agreed by a majority to proceed with the Mettur plant. 107 

CPA's last significant investment in India before 1940 arose in September 1938 when 
Sir William Beardsell inquired whether they would be willing to buy him out. The 

capital of Beardsell's agency was valued at Rs I million and the company had made 

an average profit of Rs 133,000 over the previous seven years. CPA were at first 

unwilling but were finally swayed by a number of factors. The firm was debt free 

and aside from its cotton interests, Beardsell acted as an agency for Courtaulds, 

Bowaters, Pearl Insurance and the Indian Tyre and Rubber Company among 

others. 108 CPA bought the company, with BA's blessing, on 18 January 1939 for 

slightly less than the V5,000 original asking price. In so doing CPA increased its 

stake in Mettur Industries by E7500 and acquired a distribution focus for all its 

Indian activities as well as for products outside its normal sphere of activity. 109 

4.4 Imposing UK Models 

CPA applied models of strategy, ownership and control to its subsidiaries based on 
its experience in Lancashire. These models were later changed as the directors 

acquired more experience of managing enterprises on an international scale. Even 

so, as in strategy, CPA's approach to its subsidiaries focussed almost exclusively on 
building local productive strength at the expense of distribution. In terms of 

ownership, CPA covered their risks in Egypt and India by inviting familiar third 

106 Secretariat (1929-1939), Box 1219, fol 102.4, letter from McCulloch to the 
board, 20 March 1936, para 19. 

107 Hewit and Boral dissented. Board, 2'0, pp. 44-45. 

108 Board, 23,13 September 1938, p. 1-12. 

109 Board, 24, pp. 14-15. 
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parties, the BA and the BDA, as shareholders. The foreign enterprises were 

managed as autonomous units, with little attempt to build links between them and 

their British based parent, or between the subsidiaries themselves. The blurring of 

ownership patterns diffused lines of control and in the case of Bhopal led to sloppy 

management. 

In China, CPA's production strategy was modelled directly on Lancashire. CPFC 

was originally conceived of and built as a horizontal finishing unit sourcing its 

cloth stocks externally from Japan, and distributing its goods through a network of 

agents. As local economic circumstances grew worse, the board inclined to a more 

vertical production strategy, starting with an efficient spinning and weaving plant 

to which finishing units could later be added. This shift in emphasis was 

undertaken with some considerable reluctance. Ashton had asked for a spinning mill 

as early as September 1925110 and it was not until the board's preferred import 

strategy failed in October 1932 that they agreed to sanction the expenditure. In 

1936, when the board voted in favour of setting up at Bhopal, Hewit had argued 

against establishing a plant in favour of spending money on distribution capacity to 

steer CPA's Indian ventures away from some of the worst problems encountered in 

China. III This form of approaching subsidiaries became the model on which all 

subsequent ventures were based. The board was happiest with following established 

precedents rather than creating uncertainty. It was easier to effect the change 

with overseas plants because the board was dealing with greenfield sites rather than 

an established manufacturing base. 

In the foreign model, as in the UK, distribution was tailored to fit local 

circumstances, but was generally externalised. In Egypt, all of SEIT's productions 

were distributed by SNF direct to retailers. 112 In India, this responsibility lay in 

the hands of the managing agents. In China, distribution was considered a key 

element in the company's development. It was the failure to create any durable 

system which was to cost both Ashton and Bruce their jobs. Bruce's favoured 

Chinese distributors offered unrealistic prices and failed to sell anything. 113 In the 

I 10 Board, 9,16 September 1925, p. 6 1. 

III Board, 19,4 February 1936, pp. 47-49. 

112 Board, 19,1 March 1936, p. 61. 

113 Secretariat (1929-1939), Box 1203, folio 18.4, Report from Bruce to CPA, 
13 July 1931, p. 7. 
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mid 1930s steps were taken to put distribution in the hands of European agents, 

many of whom were keen to accept the job. However the annexation of Manchukuo 

in 1932 robbed CPFC of a large and valuable market. The Japanese presence in 

certain regions led to a huge smuggling trade; one report emphasised that the 

British were reluctant to travel up country. It was hardly surprising that much of 

the distributive trade fell into the hands of enthusiastic young Germans. The 

invasion of mainland China in 1937 effectively ended any distribution to the 

hinterland and CPFC was forced back on its up-market trade with Europeanised 

Chinese living in the ports and its small export trade to Java and India. 114 

Relying on familiar patterns was a feature of ownership abroad. Although CPA had 

stakes in four plants by 1940, only CPFC was owned outright. The other three 

ventures involved local partners and CPA's fellow finishing combines. Strictly 

speaking, CPA was in a minority position in all three. In Egypt, SEIT was jointly 

owned by SNF, with 50%, BA with 12J% and CPA the remainder. Bhopal was 

nominally owned by Overseas Industries Ltd (OIL), which held E70,000 out of a total 

equity of E120,000, with balance in the hands of the Nawab of Bhopal and FFC the 

managing agents. 115 The shareholding was split equally between the BDA, BA and 
CPA; although BDA declined any further investment after January 1936. CPA held a 

majority shareholding in Mettur, the other shareholders being BA, Beardsells and a 

small minority of Indian shareholders. CPA extended its control over Mettur when 
it acquired Beardsells in 1939. 

At SEIT, CPAs influence was limited to technical matters only and although they 

had two representatives on the board in Alexandria, strategic direction was firmly 

in the hands of Gasche father and son. The directors' principal complaint was that 

the Gasches were inclined to unilateral action without consulting their British 

partners. This happened almost immediately in 1936 when Gasche senior called up 

the additional share capital without CPA's consent. ' 16 Yet by and large, the 

directors were happy to fulfill their role as technical advisors and occasional 

collectors of dividend cheques. When Lennox Lee visited Egypt in early 1938, his 

report was concerned almost wholly with technical and political matters, such as the 

114 Ibid. 

115 OIL acted asa pure holding company and had nominal capital worth f 100. 
Few board meetings were e'ver held and OIL directors met only once a year to 
present the accounts. OIL files are found in Secretariat (1929-39), Boxes 12-21-2. 

116 Board, 20,5 January 1937, p. 157. 
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renewed efficiency of the Misr (one of SEI-Ps suppliers) and the attitude of the 

young King. 117 

In India, control of Bhopal was vested in OIL which appointed all personnel. As in 

the case of Mettur, this was a rupee company with little formal strategic control 

exercised directly from Manchester. Mettur was run quite autonomously with 

monthly consultation between Mettur's chairman and Manchester. In China, strategy 

was controlled by the Shanghai board with monthly reports sent to the board. In 

practice, more information poured out of China than from any other CPA subsidiary, 

particularly during the 1930s when the economic position in China grew more 

perilous. CPFC was a sterling company and after the invasion of the Japanese in 

1937 came under pressure both from them and from the native Chinese. In an 

anonymous report on Chinese activities, dated March 1938, the author noted: 

"On the question of control Mr Hugill [CPA's Secretary] is seeking to 
convince the authorities that no check is exercised by the CPA directors. 
An important point is that no letter should be written from them 
indicating an order and that the last word is with the holding 
company". 118 

The development of overseas subsidiaries brought new management problems out into 

the open, which no amount of reliance on British models of production or 
distribution could hide. The most crucial of these was how to plan and control a 

subsidiary over considerable distance. CPA put much stress on the quality of the 

personnel sent out to manage. Yet this could not account for CPA's very loose 

management style in China. Adequate and accurate information was instantly at a 

premium and the failure to provide often led to periods of confusion in Manchester. 

This was underscored by the subsidiaries' distance from London. Letters from China 

could take anything up to a week to arrive by which time the situation could have 

changed dramatically. 

The need for quality personnel was demonstrated both in China and Bhopal. When 

Ashton arri, --ed in Shanghai he was inclined to take the advice of Bruce a little to 

readily and supported Bruce"s distribution systern without fully investigating the 

H7 Secretariat (1929-1939) Box 1205, fol 18.4, LB Lee "Report", 23 May 1938. 

118 Secretariat (1929- 1939), Box 1205, fol 18.4, anon, "Report on a Visit to 
the CP & FCs mills and works in Shanghai", March 1938, p. 10. 
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alternatives. Ashton also developed a taste for scale and lobbied the board for 

increasingly large sums of money for investment in plant at CPFC and to finance 

cloth stocks. Since all the directors had to go on were Ashton's own reports, they 

did not hesitate to grant him all he asked for. This was in itself puzzling. Part of 

the explanation for this was probably that Ashton was himself a director of CPA 

and he went to China with all the prestige and authority that this status conferred 

on him. This can be the only reason why it was that the board acceded with 

almost all of his requests for finance (except for a mill) for nearly six years, by 

which time almost E300,000 had been spent and barely a single penney in profit 

earned. 

The directors compounded matters by trusting Ashton even when there was growing 

evidence that all was not as it seemed. They had little or no independent means of 

assessing the company's performance. When it was agreed to send out a monitoring 

representative, Gill, in 1927, the move was bitterly resisted by Ashton, ' 19 as was 

the board's later decision to dispatch a commercial manager. 120 Even though Gill's 

report immediately uncovered accounting irregularities, 121 Ashton was allowed to 

manage CPFC much as he had before for another four years. 122 Worse still, those 

responsible for the faulty distribution system, notably Bruce, were all elected to the 

Board of CPFC in 1930.123 It was only the worsening international economic 

climate and continuing losses that forced the directors' hand. Almost certainly, 

Ashton's status as a director, coupled with the board"s collective ignorance of 

running a subsidiary in a difficult country several thousand miles away, were the 

main reasons why the flawed system was allowed to last so long. 

When Bhopal was established in 1936, the directors had learned their lesson and 

119 Board, 11,5 June 1928. p. 54. 

120 Board, 13,18 April 1931, p. 190. 

121 Board, 11,29 January 1929, pp. 153-4. 

1 '12 The board responded to the management crisis by sending Bolden to 
Shanghai in March 1930. Bolden's report (Board, 12,29 July 1930, pp. 185-6) led to 
an attempted strategic re-orientation (eg substitution of merchanting for commission 
printing and the establishment of direct distribution), but left CPFC"s management 
structure and personnel intact. Growing disaffection with Ashton's reporting in 
1930 led to Lee confirming that he should return in March 1931, but Clive 
Hargreaves, his replacement, was not appointed until April the following year. 
Board, 14,19 April 1932, p. 102. 

1123 Board, 12,129 July 1930, pp. 185-6. 
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insisted on regular independent reporting to supplement the official version from the 

managers on the ground. This meant that when mistakes happened they were 

spotted sooner. The Bhopal operation was something of a disaster from the 

beginning. One independent report, by TV Baddeley dated 17 April 1939, 

catalogued a litany of faults: the foundations of the weaving shed were laid wrongly 

such that they had to be dug up and relaid, costing valuable time and money; the 

humidifier was badly constructed; several acts of sabotage had been carried out; the 

spinning machinery was inadequate; and the workforce was prone to going on 

strike. 124 

Moreover, the man chosen to head the spinning section, Mr Jackson, had no 

experience of foreign conditions, although he had come to CPA from a leading 

Lancashire spinner with good references. Baddeley's assessment was damning: 

"I still think that Jackson has a lot of knowledge of spinning and 
weaving... 1 can only think that both we and the CPA failed to realise 
that this knowledge was not backed by the ability to put it into 
practice ..... the knowledge that Jackson possesses appears to be almost that 
of a very advanced technical student ... despite his eighteen years [of 
experience] he has apparently had a sheltered career and lacks hard 
experience ... he failed to even organise [sic] his own daily work". 125 

Good personnel were just as hard to find in China. Hargreaves was reckoned by 

the directors to have played a major part in bringing CPFC up to the status of a 

standard manufacturer after finding the factory closed and unoccupied on his arrival 
in 1932. During the bombardment of Shanghai in 1937-38, Hargreaves refused to 

evacuate the European staff which made a great impression on the other 

manufacturers in his district. His lieutenants were not considered so courageous. 

Hargreaves' deputy Sinclair was described in a 1938 report as "steady, reliable, 
devoid of initiative or drive and is what is called a 'clock' man". Ballard, the 

works manager "has more ability and initiative but his manner is not ingratiating 

and he has the tendency to overstate his case". 126 Two of the mill managers, 

Ramsbottom and Southworth resigned in 1937 alleging bad management on the part 

of Hargreaves and demanding E2000 in compensation. Nothing was granted and on 

their departure spinning and weaving efficiencý, increased from 50% to 97% in less 

124 Secretariat (OIL), Box 1222, TV Baddeley, "Bhopal", 17 April 1939. 

125 lbid, "Summary of Report", 25 February 1939, p. 5. 

12 d. 6 Secretariat, Box 1205, "Report", op cit, p. 6. 
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than a year. 127 Their departure did leave a gap in the supply of skilled managers. 

Hargreaves' response was to promote one of the bright students he was training and 

to take on a Chinese mill manager, but a shortage of good staff (and as the report 

indicated, with good wives) in China was endemic. 

4.5 Conclusion 

CPA's changing emphasis from exporting to building overseas plants appears to have 

followed the path predicted by the models. The pattern of CPA's overseas 

development reflected the desire of the board to protect traditional export markets. 

The timing of many foreign investments was influenced heavily by a worsening 

competitive position, particularly regarding the Japanese, increasing tariffs and the 

availability of local finance and distribution networks. The largest markets for CPA 

prints, or those considered to have the biggest potential, were those which received 

direct foreign investment. Otherwise CPA tried to establish some embryonic form 

of direct trading network in other traditional markets but with only limited success. 

The urgency which underlay the investment in the 1930s stemmed directly from the 

worsening domestic position and the early development of a policy to erect one 

machine abroad for every one closed down by CPA in the UK. 

By the time of the war in Europe in 1939, most of these projects were in their 

infancy but the company was beginning to build a valuable resource of talent and 

training. Many of CPA's future directors and one future chairman were trained in 

a foreign subsidiary rather than in the Lancashire heartland. 

7 lbid, pp. 8-9. 
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5: The Decline of Domestic Calico Printing 1920-1940 

5.1 Introduction 

The decline of export sales in the interwar period affected output in the entire 

calico printing industry. In 1919, at the peak of production in a boom year, the 

Federation of Calico Printers estimated that there were 1100 machines in operation. 

By 1935, that number had shrunk to 890, of which only 648 (72.8%) were actually 

working, and not all of those to full capacity. 1 In 1928 (the first year for which 

figures kept by CPA have survived) aggregate output by the industry as a whole (ie 

not just FCP members) were equivalent to 772 million linear yards; in 1938 this 

total had declined to 536 million yards (see Table 5.1 below). CPA's share of 

domestic production declined over the same period from 393 million yards (51% of 

the total) to 219 million yards (40.9%). 

Tables 5.1 and 5.2 chart the effect of declining exports sales on of domestic calico 

printing production in the interwar period. The fall in CPA's total production 

derived from statistics submitted to the board at each weekly meeting. 2 The figures 

extreme volatility of demand persisted, although at levels lower to those recorded in 

the first decade of the twentieth century. Good years in 1918 and 1919 were 
followed by a boom in 1920, when CPA manufactured over 16 million pieces. This 

was followed almost immediately by a massive slump. Production plummeted to 

approximately 6.6 million pieces, less than half the figure for 1920. In March, the 

board was informed that production at the English works was running at 40% of 

capacity, while in Scotland, output was barely 20% of capacity. 3 

I PRO BT/67/21, 'Wartime Concentration Scheme: Calico Printing', p. 3. 

2 These figures make an interesting comparison with those shown in the 
following table. The series from which they are derived is by no means complete. 
Statistics were sometimes either not recorded or not submitted to the board. Few 
transcripts of weekly branch bookings and production have survived. The figures in 
Table 5.1 are therefore considerably understated. The degree of discrepancy can be 
seen by comparing both sets. of figures for 1927. In the first, output is measured 
at 247 million linear yards for the whole year, in the second they are calculated at 
296 million vards for only eight months. 

Board, 7,1 March 1921, pp. 5-7. 
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Table 5.1 CPA Output Statistics 1918-1927 

Year Out Put Pieces Linear Yards 
000S 000S 

1918 10992 329,760 
1919 11556 346,680 
1920 16317 489,510 
1921 6602 198,060 
1922 10180 305,400 
1923 9983 299,490 
1924 10526 315,780 
1925 12145 364,350 
1926 9240 2771,200 
1927 8242 247,260 

Source: Board Minutes, 1918-1927. 

Between 1929 and 1938, industry output averaged 21.5 million pieces, with big 

troughs in demand in 1930,1931 and 1938. Although demand recovered in the mid 
1930s, it was at a lower average level than in the 1920s. In the interwar period 

generally, the level of output was less than half all exports recorded before 1914.4 

CPA's output level declined from a five year pre-war average (1910-1914) of 22 

million pieces5 to between 13 and 7 million after 1928. Moreover, CPA's share of 
domestic production drifted steadily lower in the 1930s, from a peak of 53% in 1927 

to a low of 41% eleven years later. CPA's loss of market share abroad was matched 
by similar declines in the UK. The company was switching foreign sales from 

imports to foreign based manufacture, casting doubt on the status of UK based 

manufacturing capacity. Loss of UK market share underlined these doubts and 

underlined CPA's inability to compensate for lost foreign sales with others in the 

domestic market. 

4 See above Table 3.2. 

5 Board, 6,17 February 1920, pp. 26-28. 
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Table 5.2: Aggregate/CPA Invoicings Compared 1927-1939 
(Pcs 30 Yards and Linear Yards) 

Aggregate Invoicings CPA Involcings CPA 

Year PCs Lin Yds PCs Lin Ycls % 

1927* 18596 557,887 9880 296,405 53 
1928 25754 772,164 13123 393,690 51 
1929 24743 742,316 11945 358,356 48 
1930 19527 585,827 9460 283,814 48 
1931 17685 530,563 8022 240,666 45 
1932 21799 653,972 9550 286,520 43 
1933 23242 697,261 10091 302,731 43 
1934 23597 707,926 10213 306,392 43 
1935 22715 681,450 9722 291,677 42 
1936 21822 654,662 9807 294,238 45 
1937 23203 696,093 10315 309,450 45 
1938 17888 536,650 7313 219,406 41 
1939** 17116 513,507 7751 232,540 45 

Eight months' data only. 
Ten month's data only 

Source: Secretariat (1929-1939), Box 1218, file 98. 

The effects on CPA's profitability can be seen in Table 5.3 below. The years 1919 

to 1923 were conflated into two double year declarations as CPA argued with the 

authorities on the issue of its liability to Excess Profit Duty. From 1923 to 1939, 

CPA's gross profits declined from fl. 7 million to L335,000. Despite the squeeze in 

profits in the 1920s, CPA continued to cover the preference dividend and paid 

modest amounts on the ordinary shares. During the 1930s, this level of return was 

not sustained. Preference dividends were suspended in 1936, although a half year 
dividend of E75,402 was paid the following year. No dividend was paid on the 

ordinary shares after 1929; dividend payments on either class of share were not 

resumed until after 1947. 

The data on share of domestic production, exports and profitability indicate that 
CPA was unable to break out of the cý-cle of domestic decline. The board found 

the market signals confusing. As a consequence, CPA's strategy became muddled. 
The directors perceived (albeit dimlý, ) that international market place had grown 
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more competitive, that the pattern of demand was changing and that this impacted 

on the size, scope and location of its manufacturing base and affected supplier- 

distributer relations. Faced with a number of options, the board retrenched 

manufacturing operations and attempted to spread the burden of risk by diversifying 

its product base. Production was partly shifted overseas and attention turned to 

improving distribution in the domestic market. The fact that none of these 

measures had any beneficial impact on profitability prior to the end of WWII shows 

that they were small-scale, hesitant and insignificant. The board responded to 

muddle with muddle. 

Table 5.3 CPA Profits and Dividends 1923-1939 (LO00s) 

Year Gros Pro Depcn Deb Int Net Pro Pref Div Ord Div 

1923 1763 597 128 1038 151 251 
1924 1427 523 128 776 151 201 
1925 01550 503 128 919 151 302 
1926 1073 512 128 433 151 151 
1927 991 508 128 355 151 151 
1928 1105 503 128 474 151 151 
1929 938 497 128 313 151 101 
1930 **810 309 128 181 151 0 
1931 **665 383 128 155 151 0 
1932 649 360 128 161 151 0 
1933 **679 367 128 184 151 0 
1934 698 371 128 198 151 0 
1935 **694 375 128 191 151 0 
1936 **550 379 128 43 0 0 
1937 659 287 128 159 75 0 
1938 **535 367 128 40 0 0 
1939 **525 357 128 40 0 0 

Key: 

1925: includes f 168,000 for the sale of Malaunay. 
1930: includes f 50,000 from reserves. 
193 1: includes f 300,000 from reserves. 
1933: includes f 50,000 from reserves. 
1935: includes f 100,000 from reserves. 
1936: includes 00,000 from reserves. 
1938: includes f50,000 from reserves. 
1939: includes f 150,000 from reserves. 

Source: Board Minutes, DQ Henriques & Co, Leading Textile Companies 
1923-1929. 



135 

5.2 Strategies to Combat Decline 

The board was therefore faced with a number of options concerning the fate of its 

manufacturing base. The strategies which the board could have pursued with any 

realistic hope of success were, in fact quite varied. Since calico printing depended 

upon chemistry as much as on textiles, it was possible for the board to examine the 

possible economies of scope available. Possible economies of scope, that is the 

ability to use non-product specific knowledge in the manufacture of more than one 

product, existed in the printing side of manufacturing and in the management of 

other plants. Economies of scope could therefore have been exploited to aid a 

programme of diversification or vertical integration. 

Another alternative was to accept that production was lost to both foreign 

competitors and CPA's own plants. This strategy would have required a savage 

rationalisation programme to cut capacity, reduce the numbers of employees and 

compete aggressively in the domestic market on the basis of what plant remained. 

A third alternative was to concentrate on the chemistry and reap a premium from 

the use of more sophisticated finishes which could be branded (these two 

alternatives were not necessarily mutually exclusive). The fourth alternative was to 

vertically integrate without reference to economies of scope. Finally, CPA could 

collude with its domestic partners to keep domestic prices high. Some of these 

options were analysed with varying degrees of enthusiasm. Perhaps unsurprisingly, 

as a worsening economic climate hastened further declines in demand during the 

1930s, the directors pinned their faith most readily to the collusion option. By 

pinning their faith mainly on a solution from within the industry or from 

government, the directors were forced to close much of their printing capacity in 

the 1920s and 30s. 

5.3 Vertical Integration: In,,, esting in Distribution 

One option which the board pursued was a strategy based on better downstream 

vertical links in distribution. New distribution methods were established for the UK 

market but the board were characteristically compelled to make changes by force of 

circumstance. Little of any positive value, therefore, was done until the late 1930s. 

Prior to this date, CPA followed the cycle of demand. At the depth of the 

recession in prints in October 1921, the number of market managers was cut to four 
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and the five man trading committee was disbanded. 6 In 1924, the MC decided that 

the whole distribution network was inefficient; most of its recommendations 

concerning agency representation were, however, confined to CPAs overseas 

markets. 7 

In the 1920s, direct trading to retailers was considered but dismissed. 8 The 

directors were unsure whether to concentrate on reducing works capacity or to 
improve efficiency in the distribution channel. During the late 1920s, most of their 

attention was devoted to the former. The board recognised that distributing 

directly to retail customers implied a complete overhaul of their selling strategy. 
Direct selling would create a tension between themselves and their traditional 

agency customers whose terms would appear less favourable. To be an attractive 

proposition, direct distribution would have yield bigger margins to offset the costs 

of setting up a structure. The directors agreed to wait and judge the results of 
Tootal's direct distribution techniques. In the meantime Lee suggested joining with 

wholesalers but did not favour buying any capacity. A month later direct 

distribution was rejected on the grounds of the small margins it offered. 9 

Any reorganisation of CPA's selling channels were concerned with obtaining 

maximum benefits from existing arrangements. In May 1931, Bolden centralised the 

entire merchanting organisation under with the aim of preventing the managers 

printing speculatively and thus overbuying on their cloth account. 10 Salesmen were 

exhorted to visit markets regularly and to use these intelligence gathering exercises 

as an opportunity to sell. The plans implied greater selling effort mther than new 

selling networks; it also operated at lower margins but Bolden hoped to balance the 

effect of this with bigger turnover. 

6 Board, 6,18 October 1921, pp. 97-99. 

7 Board, 8,18 March 1924, pp. 38-39. 

8 Hewit calculated that the domestic market was worth about El million to 
CPA, of which E500,000 was done with making up customers and L600,000 through 
middlemen with wholesalers acting as distributors. The board were concerned that 
this business would be sacrificed if CPA traded direct. Board, 10,5 July 1927, pp. 
123-125. 

9 The board were unsure whether the increased cost of distributing direct 
would be counterbalanced by savings in production costs. Board, 10,16 August 
1927, pp. 142-144. 

10 Board, 13,12 May 1931, pp. 125-128. 
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Reform of the selling system came as a reaction to declining turnover through 

established channels. in August 1936 the MC reviewed CPA's wholesale selling 

strategy. Between 1930 and 1935 CPA's wholesale trade declined from E380,000 a 

year to just E180,000.11 The wholesalers were spreading their risks and had partlý' 

integrated backwards into manufacturing in their own right. The board considered 

the options facing them. They could sell direct to the retailers as did Tootals and 

Ferguson Brothers. They could tie themselves to specific wholesalers, a strategy 

favoured by Simpson & Godlee. Otherwise they could allow wholesalers to sell CPA 

cloths without the CPA tickets. The directors' response was confused. Railton 

argued that CPA was too large to attempt the second option, and ill equipped for 

the first, although establishing direct retailer links was described as their ultimate 

goal. The board distrusted any notion of joint ventures, fearful that the 

partnerships might be unequal. Buying distributors would consume funds earmarked 
for foreign expansion. Railton's strategy, which the board accepted, 12 was to 

provide short-term financial support for selected distributors. He approached the 

largest firms (those with capital in excess of L100,000) and offered them credit 

cover up to 50% of their turnover and two or three times their capital employed. 

In March 1937.13 when this system was reviewed, the directors co-opted one of the 

merchant department managers onto the Credit Committee to provide a better link 

between merchant department selling and its credit operations. 

But such arrangements were no substitute for an established network and did little 

to build CPA's presence in the domestic market. In the latter half of 1937, the 

print cycle dipped downwards. Although in the first three months of the 1937-38 

season, turnover was up to f442,000 and the gross margin also up by 2.31% to 

18.4%, 14 orders were declining significantly. Increased sampling rates were inflating 

costs and short runs became increasingly common. In December, the directors learnt 

that domestic bookings were down by 300,000 pieces. 15 Lee warned his colleagues 

that direct trading was inevitable and that CPA would be forced to sell direct to 

II MC minutes 17 August 1936: Board, 20, p. 33. 

12 Board, 2'0,18 August 1936, pp. 37-39. 

13 Board, 21,2 March 1937, pp. 12-14. 

14 Board, 22,26 October 1937, pp. 57-59. 

15 lbid, 7 December 1937, pp. 98-101. 
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retail customers at short notice. 16 A five man committee was established to 

examine the issue. Its report] 7 concluded that CPA would have to offer its whole 

range to the retailers, possibly jeopardising other making-up business worth ff 

million. It advocated an experimental operation concentrating on a selection of 

dress goods to which other garments could be added over a three year period. 

The directors were keen to sell to a broad retail customer base. They were warý- of 

selling to the largest retail chains. In November 1937 Marks & Spencer offered 

CPA a contract for one million yards of standard printed cloth to be delivered over 

a period of twelve months. The board were as unenthusiastic about this deal as 

they were about challenging the shippers in overseas markets. Hewit summed up the 

board's mood. He described M&S as "a great menace to producers who could not 

hope to make profits from such business for any length of time". 18 M&S's 

overtures exposed many of the contradictions inherent in the board's position. They 

were largely committed to establishing direct links with retail customers, yet were 
frightened of building up relationships which they felt they could not control. 

Their reluctance to build links with M&S stemmed from a desire to protect their 

other making up customers; yet this only underlined the hesitancy with which they 

approached the changes. In the prevailing business climate of 1937,1 million yards 

was not an offer they could refuse lightly. In May the following year M&S 

smoothed the path by offering to give selective assurances to these other 

customers. 19 

Railton unveiled his plans on 5 April 1938.20 The starting turnover was set at 

E60,000 and aimed to give CPA an increased margin of 10%. The plans were costed 

at E10,490 per annum. The nucleus salesforce was set at a limit larger than the 

turnover implied in the hope that demand would increase. The break-even point 

was calculated at L100,000. By August, CPA had hired a dozen salesmen and 

proposed to spend D2,000 advertising Grafton's highest quality dress fabrics. 21 

16 Ibid, 18 January 1938, pp. 133-137. 

17 lbid, 30 November 1937, pp. 90-93. 

18 lbid, 26 October 1937, p. 59. 

19 Board, 23,31 March 1938, pp. 39-41. 

20 lbid, 5 April 1938, pp. 3-5. 

21 Ibid, 16 August 1938, pp. 96-98. 
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The merchant departments hoped to sell significant quantities of prints treated with 

an anti-shrink special finish whose quality offset its higher retail price. Later that 

month CPA acquired a small wholesaler, Barton & Williams, for f 3000.22 

The early results showed some grounds for optimism. In the first half-year of 

operations (to December 1938), merchanting turnover in general had declined. 

Direct sales to retail were E24,000 (below E60,000 for the season, and way short of 

the break-even target), of which anti-shrink prints accounted for all but MOO of 

turnover. The salesmen had called on 600 retail customers and had opened accounts 

with 250 of them. In retrospect, the policy of allowing retailers a margin of only 

28% was considered ungenerous. As the scheme progressed it emerged that it was 

not enough to sell summer ranges only as these would not cover the costs of all- 

round distribution capacity: they needed to carry other ladies goods to hedge their 

risks, or menswear. The salesmen had proved only partially (Railton estimated 70%) 

successful and Railton advocated a two-year in-house training programme to bring 

them up to the required standard. 23 

The position improved slightly in the next six months. Railton announced in May 

1939 that sales for the whole 1938-39 season would amount to the planned E60,000, 

roughly equivalent to all of Grafton's wholesale business. 24 Accounts had been 

opened with 7-800 retailers. Anti-shrink fabrics were the real success of the whole 

enterprise accounting for two-thirds of all retail sales. Costs, however, had 

increased. The break-even point had climbed from L100,000 to f 120,000, all of 

which was absorbed by Grafton's selling organisation. At the outbreak of war, the 

retail selling strategy was still in its infancy and further development was cut short 
by the onset of government controls. 

The early successes of the direct retail selling programme underlined the costs of 

procrastination. The board regarded the process of change from a manufacturer to 

a producer- distributor with a great deal of suspicion. Their reluctance to establish 

more enduring selling networks led to a surrender of advantage to other printing 
firms. The board's approach to new selling methods was defensive: their acceptance 

of the M&S deal in 1937 hinged upon the assurances given by the retailer to CPA's 

22 Ibid, 26 April 1938, pp. 10- 12. The company was based in London. 

23 24,20 December 1938, pp. 4-7. Board, ý 
24 JBid, 9 May 1939, pp. 111- 115. 
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other making-up customers. This deeply entrenched conservatism tended to be 

shaken only when the board was faced with diminishing options. They established 

direct retail selling not as an anticipation of future market trends but as a measure 

of last resort. As a consequence, the failure to increase CPA's presence in the UK 

market at an earlier opportunity had grave implications for UK printing capacity. 

An earlier expansion of merchanted goods sold direct to retail would have expanded 

the board's options for the level of printing. As it was, procrastination on selling 

did nothing to improve the burden of works costs and led to the inevitable decision 

to close capacity down. 

5.4 Diversification 

CPA's policy of diversification in the interwar period was similarly tentative and 

small scale. There was some confusion among the directors whether they wished to 

spread their risks by exploiting economies of scope, or integrate downstream (ie 

different) operations, such as making-up, within CPA's structure. Both strategies 

would have contributed to balancing the potential loss of printing capacity in the 

UK. Diversification according to the economy of scope paradigm, which in this 

period meant either silk or rayon printing, would have provided alternative sources 

of income to replace lost cotton print sales, and an opportunity to fill redundant 

capacity. Making-up, on the other hand, offered CPA a potential market for its 

merchanted prints. The first option was not pursued; the latter brought 

considerable management problems. 

The board investigated the possibilities of rayon and silk printing with some 

diligence but were unable to reach satisfactory terms. CPA first examined the 

potential of rayon manufacture in September 1924.25 In December, Bolden was 

approached by an individual with a 'secret" formula for its manufacture and the 

directors agreed to start production if the terms were favourable. 26 The board's 

enthusiasm for rayon began to wane almost immediately. In the following 

January, 27 Hamer warned his colleagues that it would be many years before CPA 

could print any rayon fabrics. The following May, the board agreed not to take up 

the process on offer, a decision confirmed two months later when talks with the 

15 Board, 8,23 September 1924, pp. 107-108. 

26 Ibid, 23 December 1924, pp. 143-145. The plan was to establish a joint 
venture to exploit the process with capital of not more than E150,000. 

27 lbid, 13 January 1925, pp. 151-154. 
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Tayon giant Courtaulds collapsed without agreement. 28 

The addition of silk printing to CPA's repertoire was considered a serious possibility 

throughout the 1920s. The attraction of silk printing lay in the high margins. It 

was a specialist product, manufactured mainly in the Cheshire town of Macclesfield. 

Volumes, however, were small. At the time it was quite unlike mainstream CPA 

productions, requiring a skill which was not common among even its highest class 

factories such as Potters or Graftons. In June 1923, the board agreed to send 

selected printers abroad to learn the craft. 29 That same month, the MC suggested 

a silkworks on the site of Slack's, a redundant CPA plant. 30 In September, the MC 

calculated that if a suitable plant, Hayfield was a prime candidate, was converted to 

silk printing, it would cost E170,000 to convert; a Macclesfield silk printing works, 

on the other hand, would cost approximately E30,000 to buy. 31 For the next three 

years, the directors examined suitable sites and prospective partners. 

They had plenty of offers. The first came from an unlikely source. In October 

1923, CPA's principal American agent informed the board of an offer of a silk 
factory on the East Coast. The offer was declined. 32 Nearer home, in January 

1925, J Whiston & Co of Macclesfield offered their printworks for sale; the board 

entered negotiations and allocated a maximum of E300,000 towards the venture. 33 

In July they were approached by a Swiss firm, Clavel & Lindenmeyer34. The board 

pursued both cases simultaneously for some while, 35 but neither yielded a firm 

28 Ibid, 17 March 1925, pp. 178-180; Board, 9,21 July 1925, pp. 37-38. 

29 Board, 7,12 June 1923, pp. 331-333. 

30 Ibid, 5 June 1923, pp. 328-330. 

31 lbid, 4 September 1923, pp. 366-367; 18 September 1923, pp. 372-373. 

32 lbid, 2 October 1923, pp. 375-377. 

33 Board, 8,6 January 1925, pp. 147-149; ibid, 10 March 1925, pp. 174-176,9, 
12 May 1925, pp. 8-9; ibid, 15 June 1925, pp. 17-20. 

34 Ibid, 21 July 1925, pp. 37-38. 

35 Whiston's proposal called for investment of f 125,000 in total of which CPA 
would contribute f 25,000. Clavel's plan was more grandiose, consisting of a plant 
costing f250,000 with C&L taking 60% and CPA 40% of the equity. 
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proposal. 36 After 1926, CPA was no longer interested in silk printing. 

CPA's diversification stratgey (and integration stratgey for that matter) centred 

around its purchase of the Brook Manufacturing Company (BMC) in 1932. Founded 

in 1913, BMC specialised in middle-quality, ready-made ladies dresses and had done 

moderately well after the slump of 192 1. It turned over approximately L260,000 and 

the principal shareholders were willing to sell for E60-70,000. At first the directors 

were not keen and the offer was refused. 37 In March, they changed their minds. 

Both Railton and Hamer visited the company and pronounced themselves impressed 

with the chairman, Mr Ashworth. CPA extended its credit limit to L15,000 and 

loaned BMC E5000.38 The board was also keen to forestall a rival bid by British 

Celanese which planned to use the company as a tied outlet for celanese products 

at the expense of the E150,000 worth of prints which BMC turned over annually. 39 

On 3 May, CPA bought BMC for E80,000, of which E20,000 was for the equity (6/- a 

share), another L20,000 was loan finance and the remaining E40,000 credit. In 

return, CPA expected BMC to provide it with a guaranteed market for prints worth 
L100,000 a year. CPA preserved managerial continuity and appointed only one 

nominee to the board. 40 BMC's preference shareholders agreed to forego arrears in 

dividend and their bankers extended the overdraft to L25,000. Further credit was 

underwritten by British Celanese. 41 

It appears that CPA bought BMC simply to forestall the loss of a moderate market 
for prints to a competitor. If the directors had hoped to use BMC as a vehicle for 

a major shift into making up, then the timing was unfortunate. During the rest of 

the 1930s, CPA's liquid resources were devoted largely to establishing overseas 

plant. The development of BMC was small scale. In November 1934, the company 

36 Negotiations with Whiston collapsed in May 1926 after he refused CPA's 
nominees on the board of the new company (Board, 9,4 May 1926, pp. 154-156). In 
the case of C&L, the board found their royalty terms prohibitive (ibid, 13 April 
1926, pp. 144-145). 

37 Board, 14,25 February 1932, pp. 74-76. 

38 Ibid, 15 March 1932, pp. 85-88. 

39 Ibid, 26 April 1932, pp. 103-105. 

40 lbid, 3 May 193.2', 'pp. 107-110. 

41 Ibid, 24 may 1932, pp. 114-118; 14 June, pp. 128-131. 
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acquired a high quality making up factory. 42 Two years later it bought an overall 

factory for L6000.43 Other developments were cancelled due to bad timing or a 

change of heart. In 1937 a plan for a small up-market frock atelier to design 

ready-made dresses from Grafton fabric was abandoned because of the downturn in 

demand. 44 The board decided against buying a knitting company, J&G Steel, on 

the (ironic) grounds that the firm distributed direct to retailers, a policy which ran 

counter to that at other CPA subsidiaries. 45 

The directors found it easier to sell prints to makers-up than to run a profitable 

making-up business. In 1937, CPA had 8-900 accounts, of which 200 were for 

menswear and the rest ladieswear. Business ranged from E30 to E30,000 a year and 

totaled E600,000.46 BMC, on the other hand, was not profitable. In 1933, the 

company showed a six month loss f 15,000 on turnover of f 132,000.47 Six years 

later, the loss for the full year to 30 June 1939 was f 133,000.48 Buying BMC did 

not yield CPA any advantage. It represented only a moderate market for prints and 

one which the directors could not expand without questioning their established 

approach to distribution. In the mid 1930s, CPA tightened its grip on the 

management, appointing Thomas Rushton as managing director. By 1937, it had 

injected a further f49,000 of capital into the company. 49 By the end of the 

period, however, BMC was simply tied down with debt. 

5.5 Special Finishes 

Calico printing, by virtue of the finishes and preparations required to bind colours, 

involved a fair degree of chemical knowledge and each works had at least one 

chemist attached to it to oversee this aspect of production. By the end of the 

interwar period, CPA had developed a small research department attached to one of 

42 Board, 17,27 November 1934, pp. 88-91. 

43 Board, 19,24 March 1936, pp. 92-96. 

44 Board, 21,8 June 1937, pp. 90-94. 

45 lbid, 6 April, pp. 39-41. 

46 lbid, 8 June, pp. 90-94. 

47 Board, 15,18 July 1933, pp. 186-187. 

48 Secretariat (19-19-1939), Box 1199, folio 4.10. These are the only pre-war 
accounts to have survived for BNIC. 

49 Ibid. 
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the works, Rhodes. Such a unit was not unique amongst textile combines: both ESC 

and J&P Coats, the thread giants possessed similar facilities and of the finishing 

firms in Lancashire, Tootals had a highly productive laboratory operative in the 

interwar years. 

CPA's commitment to research stretched back to 1902 when Sir William Mather 

persuaded his colleagues on the Special Committee to endorse the creation of a 

small laboratory. At the end of 1904, the board unanimously agreed that "the 

interests of the Association required[d] that it should secure the services of the 

best and most highly educated chemists available whose services should be utilised 

at the works". 50 Their search for a British chemist proved fruitless and the board 

agreed to look for a suitable foreign appointment. 51 Accordingly, Dr EA Forneaux, 

an American, was hired at a salary of L 1000 a year and commission52 and a plot 

attached to Rhodes bought for L3000.53 

Much of the work undertaken in this laboratory was low key investigative research 
into finishing techniques such as colour fastness, anti-shrinking and crease 

resistance. Separate research was undertaken on machine printing techniques, 

particularly the various processes involved in creating and transferring new designs 

from the drawing board and onto copper rollers. The precise size of the research 
54 department in this period is unknown, although by the beginning of WWII, the 

laboratory was under the direction of Norman McCulloch employed 68, of which 38 

were engaged in pure research costing 04,553 a year in salaries and equipment to 

50 DMBI 1 14 December 1904, p. 305. 

51 lbid, 8 February 1905, p. 315. 

52 DMB, 2,4 October, p. 43. This level of salary was equalled within CPA 
by only three of the directors and exceeded only by the chairman who received 
f 1200 a year. 

53 Ibid, 25 October 1905, p. 48. 

54 Most of the output of the research laboratory, in the form of technical 
reports and the specifications of CPA's innumerable patents, has not survived. What 
remains is contained in the files M/75 Addendum in the section marked 'Research 
Department". Details of CPA's patents have like, ývise been destroyed except for 
correspondence between Manchester and the company's London patent lawyers. See, 
eg Secretariat 1929-1939, Box 1205, fol 18.22. 
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maintain. 55 Nevertheless, although not large when compared to the resources 

applied to research in ICI'56 the quality of the work undertaken was probably as 

good as anything else Lancashire had to offer at the time57 and by the end of the 

1930s, CPA was to benefit from patents taken out on anti-shrinking and crease- 

resisting finishes. Moreover, in the last year of this decade, two CPA scientists, 

Whinfield and Dixon, were conducting early experiments on threads derived from 

polymers which were to result in the momentous discovery of Terylene in 1941 

(Jewkes el al 1958; Reader 1975,381-3; Whinfield 1953). 

Most of these discoveries came rather too late in the 1930s to be fully exploited by 

CPA before the onset of wartime restrictions effectively obliterated the market. 

The first patents for special finishes, an anti-shrink process and a calendering 

technique, were taken out in September 1938, although in the case of the former, 

the specification was thought to be similar to another patent held by Tootals which 
limited its use to fabrics and products which the latter company did not 

manufacture. 58 By early 1939, CPA were advised that the patent was valid and 

could not be challenged by Tootal. 59 The success of the anti-shrink finishes even 
in the last months of 1938 showed just how much value they could be in the 

domestic market. In two months, the merchanting department had sold L40,000 

worth and demand was strong in what had been a very bad season. 60 Admittedly, 

the figure represented only 1% of total merchanting sales of E800,000 for that year 

but considering the technique was novel and the range of styles to which it was 

55 Skinner's report, 16 February 1942, p. 6. Secretariat 1939-1949, Box 1240, 
fol 54, sub f ile 2. 

56 Over fI million alone in 1937 and over 400 scientists (Reader 1975,88). 

57 Or any other firm for that matter. But, as Edgerton (1987,85) points out, 
unfortunately no British business history has provided a sustained treatment of 

research and development or innovation and its place within the firm". Beyond 
Mowery's (1986) and Sanderson's (1972) reviews there is little in the writings on 
British businesses to rival comparable work on American research and development, 
eg Jenkins (1975) and Reich (1985). Edgerton (1987,100-2) estimated from a limited 
sample that by the mid to late 1930s, ICI were the largest with 481 scientists, 
followed by Metro-Vic (350), General Electric (150), and British Thomson-Houston 
(104). In 1941, Courtaulds had about 125 scientists. 

58 Board, 23,6 September 1938, p. 116. 

59 Board, . 4,7 March 1939, p. 58. 

60 Jbid, 24,20 December 1938, p. 6. 
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applied was limited, its performance showed considerable potential, and when 

compared to all direct sales to retail (excluding these finishes) was far superior: 

sales of L53,000 in March 1939 compared to just E29,000 to retailers. 61 The process 

also carried higher margins. 

5.6 Investment and Rationalisation 

Another potential option was to rationalise the company's manufacturing base and to 
invest in new plant. This was tried with some limited success. After 1930, the 

crucial factor affecting the board's manufacturing strategy was excess capacity at 
industry leve, 62. The printers' price cartel, the FCP, broke down in late 1931 

under the pressure of severe price competition in overseas markets. The board's 

attitude to excess capacity was interlinked with its stance on competition with 

other print manufacturers. Lee declared in November 1931 that "the Association on 
its formation acquired 80% of the machine power of the trade and was entitled to 
its share without mentioning any figure as a minimum percentage it would require; 

any suggestion respecting this should come from the other side". 63 CPA's insistence 

that excess capacity should be dealt with in concert with other manufacturers led 

to prolonged negotiations throughout the 1930s to find a formula acceptable to all 

parties. As a consequence, the board included these negotiations in its agenda 

when considering the scale of its manufacturing operations. The board 

procrastinated on both issues of distribution, diversification and excess capacity 

with the result that many of their print works were sacrificed. 

Table 5.4 below shows the pattern of plant closures in the interwar period. The 

61 Ibid. 

62 The depression of the 1930s hit the Lancashire cotton industry severely. 
The scale of the depression led to several government initiatives and direct 
intervention either from the banks or government itself. The banking response in 
the spinning and weaving sections of the industry was the formation of the 
Lancashire Cotton Corporation 1929 (see Bamberg 1983). Government schemes 
included the Spindles Act passed in 1936 which offered a subsidy for scrapping 
redundant equipment. The heterogeneity of the finishing section of the industry 
and the presence of large firms in each sector led to protracted negotiations with 
little result. 

63 Board, 14,17 November 1931, pp. 22-24; my emphasis. 
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fragmentation of the calico printing market into a cluster of niches put large 

integrated manufacturers such as CPA, carrying big overheads, at a cost 

disadvantage. The gradual shift in CPA's productive focus from mass-market to up- 

market branded prints suggested that the future for its mass manufacturing plants 

was limited. Throughout the interwar period, the directors trimmed capacity in line 

with demand by either closing whole plants or by rationalising machine power. The 

pace of closure and rationalisation was dictated partly by the cycle of demand. In 

the 1930s, when the wave of closures came to an end, the board tried to tailor its 

strategy to industry level negotiations concerning excess capacity. 

Table 5.4 Works Closures 1919-1939 

Date Works Location Capacity 

16/12/19 Thornliebank Scotland 45 
26/ 1/23 Springfield Scotland 7 
25/11/25 Belfield England na 
25/ 1/27 Agecroft England 12 
6/ 7/27 Tottington England 19 

17/10/28 Oakenshaw England 11 
23/ 1/29 Brinscall England 13 
9/ 2/29 Gateside Scotland 6 
9/ 2/29 Lennoxmill Scotland 20 

30/ 6/29 Lillyburn Scotland 28 
30/ 6/29 Watford Bridge England 18 
4/ 3/30 South Arthurlie Scotland 23 
4/ 3/30 Dalmonach Scotland 19 

12/ 8/30 Whalley Abbey England 25 
6/12/38 Hayfield England 12 

Total 258 

Source: Secretariat (1929-1939) Box 1205, fol 18.3; Board Minutes. 

In the 1920s closure was not the reaction uppermost in the directors' minds. Until 

the onset of the depression, the board examined other alternatives to closure. In 
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July 1920, the board agreed in principle to rebuild Agecroft for L53,000.64 In 

October 1921, the board agreed to a full reconstruction of Strines, one of its 

largest plants, on the other side of the river for E440,000 in an attempt to save 
E24,000 in wages (or 5j% of the capital cost) per year. At the same meeting the 
directors agreed in principle to spend f 162,000 on improvements to Springfield and 
Dalmonach in Scotland. 65 The previous July, the MC expressed a reluctance to 

close Tottington as it manufactured productions not made elsewhere and advanced a 

plan to rebuild it over a seven year period at a cost of E350,000.66 In August 1924, 
67 a plan was floated to spend E8 1,000 on improvements to Belfield, while in May 

1925, the MC explored the possibility of amalgamating Rossendale with Low Mill. 68 

Of these proposals, only the Strines reconstruction was ever completed and all the 

other plants were eventually closed. It is significant that Strines was a key plant 

specialising in quality productions; the other plants manufactured low price prints or 

marginal products. In the interwar period closure and rationalisation became a way 

of life in CPA. 69 

Closure and other rationalisations fell into three distinct phases. The first took 

place from the end of the war up to 1925. Closure was piecemeal, concentrating on 

the least profitable of the Scottish works, Thornliebank and Springfield, and 
Belfield, which was something of a special case, doing dyed para red styles not 

commonly manufactured elsewhere. Even before the recession of 1921, Lennard 

Bolden argued that no more capacity should be constructed in Scotland on account 

of difficulties with labour and coal, the cost of carriage and late deliveries. 70 In 

1919, the directors agreed to concentrate handkerchief and sarrie manufacture in 

64 Board, 6,20 July, 1920, pp. 99-101. 

65 Board, 7,25 October 1921, pp. 100-102. 

66 lbid, 5 July, pp. 56-57. 

67 Board, 8,26 August 1924, pp. 94-95. 

68 '15, pp. 14-15. The cost of this and a transfer of Board, 9,26 May 19. 
machinery from Birch Vale to Furness Vale was estimated at f 48,000: ibid, 4' 1 Julý', 
p. 3 7. 

69 In the 1930s, this strategy caused an open rift between Lennard Bolden 
and the rest of his colleagues. Bolden, while advocating the closure of Scottish 
capacity, fought hard to have money spent on improving the medium quality English 
plants. He resigned in 1936 after failing to secure further investment for the UK plants. 

70 Board, 5,18 February 1919, pp. 54-57. 
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Scotland where the styles were best understood. At the end of that year, slack 

trade in handkerchiefs and sarries caused the board to amalgamate Springfield and 

Thornliebank into one branch, closing the latter and maintaining the name as a 

merchanting organisation based in Manchester. 71 The recession of 1921 spelled the 

doom of Springfield which was closed in January 1923 but whose fate had really 

been decided two years earlier. 

The second wave of closures came in a burst from 1927 to 1930 when eleven plants 

were closed including all Scottish capacity. The future of manufacture in Scotland 

was called seriously into question during the recession of 1921. On 19 April Bolden 
72 called for the closure of all the Scottish works still left open. Running at only 

20% of capacity and specialising in long run, low cost goods like handkerchiefs, the 

cost of equivalent goods made in Lancashire and Derbyshire was 121d per piece 

compared with 174d in Scotland. 73 The other directors were not, however, 

convinced that wholescale closure was required and decided to keep Scottish 

capacity running. 

In the mid 1920s both sets of productive capacity in Scotland and England were re- 

organised. In Scotland, in January 1929, the five remaining plants were grouped 
into a single organisation with a specialist marketing organisation attached under 

the overall control of a General Manager, Norman McCulloch. 74 Capacity was at 
first reduced: four machines (50% of capacity) was shut at Lennoxmill in December 

1924, and similar reductions were made at the other plants. In the late 1920s, the 

competitive position in Scotland worsened considerably. In the year to June 1927, 

they lost L98,000 and needed to run at full capacity to make even a modest 

profit. 75 By March 1930, all the Scottish plants were closed. 76 In England, 

reorganisation was more complicated. In February 1926, The board agreed 

71 Board, 5,16 December 1919, pp. 190-192. 

72 Board, Vol 7,19 April 1921, pp. 26-28. 

73 lbid, I March, pp. 5-7. 

74 Elected a director in 1929. Board, 8,29 January 1924, pp. 13-16; ibid, 5 
February, pp. 17-19. 

75 Board, 10,29 November 1927, pp. 184-186. 

76 Board, 12,4 MarA 1930, p. 118. 
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reluctantly to regroup productive capacity in England. 77 But further closures came 

the following year. Agecroft was closed in January 1927, followed by Tottington 

and Oakenshaw. Five more plants were shut in 1929. At the end of 1930, CPA's 

productive capacity had fallen from approximately 21 million pieces to 12.75 million. 

The final phase of plant rational isations occurred towards the end of the 1930s. 

Production varied from 9.7 million to 10.3 million pieces between 1932 and 1937. 

Plant closures were contemplated on the basis of the failure of specific markets. 

For example in 1933 the future of Hayfield was put in doubt by the tariffs levied 

on imports to Egypt and India (see below Chapter 5). Dinting Vale's future was 

likewise threatened in January 1935. But in 1938, CPA produced only 7.3 million 

pieces, which was its worst year for prints since 1921. In January 1938, the board 

learned that bookings were 700,000 less than usual and the directors took steps to 

reduce capacity further from 13 million to 7 million. 

But the causes ran beyond the normal cyclicality of calico printing. The collapse of 

the printers' cartel in January 1932 brought about a measure of price freedom but 

also more than a measure of unrestrained competition. In January 1936, the board 

reviewed its entire trading strategy. This review was prompted by the state of 

negotiations between Colin Skinner, the Federation's accountant, and individual 

calico printing firms in an attempt to find a common basis for removing excess 

capacity in the industry. If a majority of firms accepted a quota scheme (the 

directors' favoured choice) then CPA could use its protective umbrella to 

concentrate on profitable business at the expense of unprofitable lines. Should the 

industry decide against quotas, then unprofitable business would have to be 

abandoned in any case. In February, Railton announced that average piece prices in 

the previous six months had increased by about 4d but works costs and engraving 

had advanced 6d. 78 CPA ceased tendering for the non profitable lines, but business 

was down by 200,000 pieces and the average margin had fallen cutting 05,000 off 

operating profits. 

The implications of this were stark. Between 50% and 60% of all calico printing 

77 English plants were split into three groups with a single plant manager 
responsible for production and selling. Bolden 'was supported by Railton but most of 
the other directors were against it. Hewit voted against the proposals while Neild 
and Boral expressed grave doubts. Board, 9,2 February 1926, p. 117; ibid, 9 
February, p. 12-0; ibid, 16 February, p. 123. 

78 Board, 19,11 February 1936, p. 57. 
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failed to make a profit, the only profitable firms were those occupying niche 

markets. Excess capacity was estimated to be 40%, perhaps more. If CPA were to 

concentrate wholly on profitable business, then Railton estimated that CPA would 

have to scrap half of its existing capacity and be left with no more than 25% of its 

current turnover. Moreover, the trend had always been that when capacity was cut 

and business redistributed among remaining plants, CPA always lost a measure of 

goodwill and its market share shrank further. Hewit persisted in arguing for 

another round of cuts and urged the Board to think about using CPA's oligopolistic 

power for its own ends. The other directors procrastinated, arguing that since the 

results of Skinner's investigation would be known in six months, they should wait 

until then before acting. 79 

Skinner's proposals for a pool and quota scheme were bitterly unpopular with both 

the majority of calico printers and the Board of Trade. Nothing came of them as a 

result. But the possibility that a scheme might be acceptable to all parties persisted 
for approximately eighteen months, during which time the board did nothing to 

damage the state of negotiations. Capacity remained at approximately 230 machines, 

running at about 70% until the slump of 1938, when only 50% of the machines were 

operative. The directors agreed to another review of capacity and in 1939 made 
further cuts in machine power. 

Unlike the second phase of rationalisation, capacity cuts were met not by closing 

whole plants but by selective pruning of machines in various plants. This policy 

had been anticipated a year earlier when the directors agreed to cut capacity at 

Dinting Vale from 40 to just 12 machines. 80 In August 1938 plans to reduce 

Buckton Vale from 36 machines to just 15 machines was postponed while the 

directors awaited the outcome of the Cotton Bill which was before Parliament, but 

Hayfield was closed three months later. 81 

In January 1939 the board reviewed its productive capacity and agreed to make 

further reductions. Production was concentrated at seven works and machine 

capacity was reduced at all of them. Birch Vale lost two machines; Love Clough 

seven; Buckton Vale II and Rhodes 14. Other plants were converted or renovated. 

79 lbid, 14 January, pp. 26-28,21 January, pp. 33-36. 

80 Board, 20,12' January 1937, pp. 166- 167. 

81 Board, 23,6 December 1938, p. 194. 
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The total cost of these improvements was f 375,000 and left CPA with a productive 

capacity of between 130 and 150 machines, or approximately 8 million pieces with 

the new machinery running rates. 82 CPA had lost nearly 100 machines in ten 

years; 150 was only a sixth of CPA's machine power at its peak before 1914. 

5.6 Reorganisation at the Centre 

Throughout most of the interwar period, CPA retained a highly unified 

administrative structure in which the directors were responsible not only for policy 

making but were heavily involved with the daily administrative duties required when 

carrying out agreed strategy. In 1919, CPA's administrative structure consisted of 

the eight-man board, a small three-man Executive committee and a four-man 

Management Committee (MC), created during the First World War. Surrounding the 

board was a cluster of specialist administrative committees dealing with various 

aspects of production, marketing and finance. Executive members sat in on board 

meetings but had no vote. Each MC member was a board director in his own 

right. 

In 1917, there were seven main committees: Trading, Works, Credit, Estate, Cloth, 

Mills and Drugs. The Trading Committee controlled an advertising sub-committee 

and the Drugs Committee likewise controlled a sub-committee regulating coal 

supplies. All these committees met weekly (as did the board and the MC) with the 

exception of the Cloth Committee which met every day. The busiest board members 

sat on the MC: Roberts (later replaced by Addison), Hewit, Bolden and Railton. 

These men also chaired all the other committees. Three years later, the number of 

committees swelled to 15, still managed by MC members, except for those dealing 

with finance and the staff benefit schemes set up to provide welfare for employees 

at the end of 1918. 

The central importance of the MC effectively made the Executive Committee 

redundant. At the end of April 1922, the primacy of the MC was fully established 

and the Executive was formally abolished. Under the new rules, which were later 

written into CPA's Articles of Association, the MC were entitled to whatever 

assistance they required. James Ashton, a former Executive member was elected to 

the board full time. It was made explicit that any appointments would be for a 

82 Board, Vol 24,24 January 1939, pp-19-23. 
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limited period only. 83 The spectre of anarchy haunted CPA's head office still and 

the directors were keen to ensure that nobody's expectations were aroused. This 

arrangement lasted unchanged in substance for the rest of the 1920s. 

The onset of the depression brought renewed pressure to bear on the companý`s 

administrative capabilities. Between 1927 and 1929 there was a flurry of plant 

closures. By 1931 the pressures brought about by this and the collapse of the FCP 

affected practically everybody's health to some degree. Lennox Lee and John Hamer 

both took prolonged sick leave in 1930-31. Lee had an operation on his leg in 

Czechoslovakia; 84 Hamer went Bournemouth to convalesce after a serious eye 

infection which almost left him permanently blind. 85 Robin Boral had a series of 

unsuccessful operations in 1934.86 Moreover, by the early 1930s, CPA were 

technically short of a director. Between 1925 and 1930, CPA lost the services of 

Roberts and Charles Heape who died in 1925 and 1926 respectively, while James 

Ashton left to take up semi-permanent residence in China after June 1925. Roberts 

was replaced by Robin Boral and Heape by Lord Emmott, the former chairman of 

the Debenture Trustees. He died within six months of his election and was replaced 
by Harold Cox in 1927. Two years later, Norman McCulloch, the former manager of 

the Scottish plants, was elected to supervise production strategy. This brought 

CPA's directorate up to nine with Ashton as a 'floating' director occupied in the 

Far East. 

In early 1930 the loss of financial stability brought on by the depression made the 

appointment of a merchant banker as a director an attractive possibility. The need 

to visit markets and gather more intelligence was also becoming more vital. Lee 

proposed that the executive should be revived, allowing the four MC members to 

make visits to foreign markets. 87 The question of Executive responsibility was 

underlined immediately in February 1930 by the death of Stewart, the sole remaining 

ex-executive member who served as administrative back-up to the MC. On 18 

February, however, the board agreed to leave the directorship vacant (merchant 

83 Board, 7,25 April 1922, pp. 173-175. 

84 Secretariat (1929-1939), Box 1204, letter Hugill to Lee, 27/7/31. Lee had 
threatened to resign if the operation had been unsuccessful. 

85 Ibid; letter CPA to Neild, 26/3/30. 

86 lbid, sub fol 6, letter Hugill to Lee 12/1/34. 

87 Board, 12,14 January 1930, p. 95. 
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bankers tended to be Londoners and Manchester men were suspicious of the London 

mentality) and to leave the MC unaltered. 88 In July they agreed on a compromise. 
All administrative points could be settled by the responsible director with Lee 

before the start of the 10.30 Tuesday board meeting. The integrity of the MC was 

guaranteed and financial matters were dealt with on an ah-hoc basis. 89 

During the 1930s, the directors looked for an administrative formula which would 

solve their problems. But because the 1930s was a period of uncertainty, strategic 

muddle and nervous transition, the administrative changes made were not definitive. 

In April 1934 the committee system was centralised and one director was made 

responsible for a particular area of selling and production. Commission printing was 

allotted to McCulloch, selling to Railton, foreign subsidiaries to Bolden. Finance 

became the preserve of the Accounts Committee (chaired by Lee and Hamer). 90 On 

I May the remaining subsidiaries were apportioned between the directors. Most of 

the UK subsidiaries became the responsibility of Roger Lee, Lennox's son, elected in 

1933 after the death of Neild. The Mills Committee was abolished. 91 

In September 1935, the pressures on CPA's finance were such that the board 

reorganised its collective responsibilities once more. At the core of this round of 

changes was the increased importance of the Accounts Committee, whose 

membership was enlarged to include Hewit and Railton. 92 Otherwise the changes of 

1934 remained unaltered, except for the responsibility for the foreign subsidiaries 

which passed to George Buckley for a trial period after Bolden's resignation. 

On 24 August 1937 the central structure was reorganised for the third time in four 

years. These changes sought to give a greater form to the administrative tasks 

undertaken by each director. For the first time, each director was given a 
formalised executive structure for his sphere of competence. CPA's activities were 

divided into four groups (I to 4). Group 1, chaired by McCulloch, was responsible 
for all productive capacity and all the subsidiaries engaged in ancillary productive 

88 Ibid, 18 February, p. I 11. 

89 Ibid, 15 July, p. 177; 29 July, p. 183. 

90 Board, 16,17 April 1934, p. 148. 

91 lbid, I May, pp. 160-161. 

92 Board, 18,3 September 1935, pp. 90-92. 
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processes. Group 2, chaired by Railton, contained all CPA's selling capacity, the 

central warehouse, the packing company (Crawford Easton), the advertising 

department and the proposed Grafton making up factory. CPA's UK based 

subsidiaries were split into two Groups, 3 and 4. Group 3 was centred around the 

cloth manufacturers and making up companies such as BMC, Marshall Fabrics, and 

Newman Smith & Newman; the shippers Arnings, Beales Powner Plowright, and Welsh 

Warburton, all run by Roger Lee. The other subsidiaries, those engaged in chemical 

merchanting, Sizing Materials Ltd, Arnfields and the joint BA/BDA/CPA chemical 

company, J McNab, were put into Group 4 under the chairmanship of McCulloch. 

Groups 1,2 and 4 were run by Executive Committees of between one and three 

members. Group 4s Executive was split in two with Buckley retaining his 

responsibility for foreign subsidiaries. 93 

The Group structure was backed up by a set of 13 committees, of which four dealt 

with each overseas subsidiary and Overseas Industries Ltd, the joint holding 

company owned by the three finishing combines. All outside bodies, such as the 

FCP and other trade organisations, were given to Hewit. Roger Lee ran all the 

purely administrative departments (traffic, insurance, canteens etc) except for the 

counting house which remained Hamer's preserve. The Management Committee was 

abolished and its Monday afternoon meetings were replaced by a meeting between 

Lee and the directors at II am to set the agenda. The board met as usual on 
Tuesday mornings at 10.30arn and reconvened at 2.30pm as the Accounts Committee. 

This set of changes represented part of a gradual shift away from the highly 

centralised bureaucracy that had been the dominant feature of head office control 

and culture ever since 1902. The growing scope of the company's activities made 
fully centralised control of policy and administration uneconomic. The foundation of 

overseas subsidiaries required such long term and detailed negotiations by full 

directors abroad that personal administration could no longer function properly 

without delegation. Significantly enough, however, the abolition of the MC did not 

result in the decentralisation of all its powers, one of which had been the 

formulation of strategy. This function, the most crucial, was re-invested in the full 

board. The daily administrative control of business still rested with each 

responsible director and the small sizes of the Executive Committees (or their 

complete absence in the case of Group 3) showed that the full separation of 

administration from strategic planning, described by Chandler, had not yet been 

93 Board, . 22,24 August 1937, pp. 5-8. 



156 

achieved. Indeed this was not the aim of Lee and his colleagues, whose primary 

objective was to solve the company's pressing administrative problems, not its 

strategic ones. 

5.7 Conclusion 

CPA failed to make the sort of strategic breakthrough in the 20s and 30s that took 

place in most of the UK's successful companies (Hannah 1976, Chapter 6). Bad 

timing was partly to blame. CPA's directors had neither the resources nor the 

ambition to consolidate their activities in the finishing industry by taking over 

either the Bradford Dyers or the Bleachers' Association. This attitude was shared 

by both their rival combines which explains why all three companies were so keen, 

and so able, to come to terms with competition at the margin and to make 

allowances for it. 

Nevertheless, the company had made a little progress and some actions at the end 

of the 1930s were to develop into strong opportunities ten years later. CPA had 

made significant cuts in its manufacturing capacity, although admittedly this 

strategy was shaped by its attitude to outside events and a hankering after old 

cartels. At the end of the decade too, there was a growing feeling within CPA 

that the company hd to become more market orientated. The development of a 

strategy of sales direct to retailers was evidence of this new approach. And, 

although few would have guessed it at the time, CPA scientists were laying the 

groundwork for the momentous discovery of Terylene in the 1940s. However, the 

management team which guided CPA through the interwar years remained largely 

intact and although there were some attempts at changing direction, the underlying 

ethos at the company's Oxford Road headquarters permitted few new ideas and no 

radical departures in thinking. 
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6: Old Formulae Overseas 1940-19601 

6.1 Introduction 

Prior to the Second World War CPA's investment in plant overseas was motivated by 

a desire to protect its most important foreign markets. These plants were located 

in parts of the British Empire or in countries with a strong European presence. 
Between 1940 and 1960 this investment strategy was continued to include further 

plants in Australia and the Dutch East Indies (1939-40), South Africa (1945), East 

Africa (1949 onwards), and Jamaica (1952). In the late 1950s, there existed plans to 

invest in either Nigeria or Ghana. At the same time, however, increasing economic 

and political nationalism forced CPA to retreat from China and Egypt. CPA was 

also compelled to retire from Jamaica and East Africa due to a combination of poor 

management and unfavourable political circumstances. By 1960, foreign expansion 
had come to complete halt. CPA's post-war investment strategy overseas was 
largely an abject failure. 

6.2 Working to Formula: Overseas Investment 1940-1960 

CPA's overseas investment strategy failed because it was driven by a series of 
formulae which rested heavily on the directors' experience of running overseas 

subsidiaries in the 1920s and 30s. These formulae were applied, with little 

substantive changes, for twenty years after 1940. The directors followed them 

blindly, paying scant attention to whether their strategies yielded long term 

advantages or not. In 1940, CPA's overseas factories manufactured relatively low 

cost bleached goods or prints and were located primarily in those parts of the 

British Empire threatened by low-cost competition. In the 1950s, CPA's overseas 

plants contributed approximately one tenth of all gross profits earned, not including 

I The sources on which Chapters 6-8 below are based are more limited than 
those which provide the core of previous chapters. The openly available 
correspondence files and board memoranda kept by the secretariat finish after 1949. 
These three chapters are therefore based on material contained in the board, 
Management and Managing Directors' Committee minutes supplemented by intervie%k, s 
with surviving directors, none of whom are identified. The quality of the official 
minutes also changes from the copious verbatim recording common under LB Lee's 
chairmanship to a more condensed, but still full, version of events under his 
successor Roger Lee. Much. of the incidental data on overseas market share and 
general competitive positioning is omitted from the minutes after 1947. After I 
January 1948, references to the minutes are recorded thus: agenda number, board 
meeting number, followed by the date. 
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Terylene royalties. By 1960 what remained of CPA's overseas network continued to 

fit these categories. Although much had changed in the world market for prints, 

practically nothing had changed in the board's approach to it. 

Figure 6.1 below shows the relationship between CPA's foreign manufacturing plant 

and its Lancashire heartland and the potential for growth in both. In 1940, CPA 

owned, or partly owned a cluster of largely autonomous manufacturing operations, 

linked very loosely to the British centre in Manchester. 

Figure 6.1 Subsidiary- Parent Potential 1940-1960 
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As the level of exports contracted in the 1950s, the directors were faced with the 

option to go for growth at home by adding more value to their existing products 

and diversifying into other areas. Abroad, they had similar options, increasing the 

value of locally manufactured products, expanding the geographic coverage of the 

markets they served to substitute exports with local production, while developing 

those markets in which CPA already had a productive and distributive presences. 

Such a process implied investigating and forecasting likely market demand for 

prints, an investment in local market intelligence, and consolidating distribution 

networks. CPA was also presented with the opportunity of donating some of its 

home based strength, notably in special finishes, to its overseas plants. The 

concomitant of such a strategy was closer administrative and controlling links 

between the centre in Manchester and the foreign subsidiaries. While the directors 

were undoubtedly aware of such options, their reliance on trusted formulae limited 

their vision and led them to reject unfamiliar risks in favour of established 

patterns. 

The directors employed four basic formulae when making overseas investment 



160 

decisions. The first concerned the choice of markets. CPA consistently opted for 

traditional colonial markets, the so-called 'safe haven of empire'. In the interwar 

period, the board concentrated on substituting locally manufactured bleached cloths 

for print exports lost to low cost Japanese and European prints or by the erection 

of national tariff barriers. The pattern of choice was sustained after 1940, when 

the board agreed to lay down plant in the Dutch East Indies, Australia and, later, 

South Africa. All three were former key export markets in which CPA's share of 

print exports had dwindled. 

As far as the directors were concerned, the case for investment was strengthened 

by the opportunity for CPA to act as monopolists in each particular market under 

review. In Java, CPA and its local partner Borsumij did not secure the monopoly 

status they sought, but the Dutch East Indies government agreed to warn the 

company should any other firm consider entering the market. 2 The principal motive 
for entering the Australian market was a conscious desire to keep other 

manufacturers, notably the Bleachers' Association, out and the plant was deliberately 

constructed of such a scale to act as a barrier to entry. 3 In South Africa, CPA 

agreed to establish GHTC as a joint venture with the South African Industrial 

Development Corporation (IDC) in 1945 on the basis that it would act as a 
4 monopolist, a principle which was copied in Uganda. 5 CPA invested in Jamaica 

along similar lines. 

The directors invested most willingly in markets which they felt they knew. The 

board used past investment precedent as a guide to deciding which options to take 

and which to reject. In the late 1940s, this mould came close to being broken 

when the directors turned their attention to North American. Two market 

investigations in September 19486 and July 19497 revealed that CPA had no presence 

either as a commission printer or as a seller of branded lines. The board's initial 

preference was to develop a special department to manufacture and sell prints in 

2 Board, 27,10 June 1941, pp. 54-55. 

3 Board, 24,16 May 1939, p. 122. 

4 Board, 31, '14 April 1945, p. 12. 

5 Ibid, 12 June, p. 47. 

6 Board, 35,11/26, '48', 7 September. 

7 Board, 37,27/22-/49,26 Julý!. 



161 

Canada, but by late 1950, an entry into both Canada and the USA as a 

manufacturer was under consideration. 8 Both options were quickly rejected. The 

Canadian market appeared to be too small while the capital cost blunted the 

enthusiasm of at least one director. 9 In the directors" view, the unfamiliarity of 

American practices, printing companies were vertically integrated with chemical 

manufacturers, added to the narrowness of American ranges helped to offset the 

cost advantages of manufacturing in the USA. 10 Moreover the cost of taking the 

stake on offer, El million, and the large amount of working capital required for 

marketing branded lines acted as a powerful disincentive for the board at a time 

when the world textile market was looking overbooked and its resources were being 

heavily invested in other foreign ventures. II 

Admittedly the timing of such an investment did not appear propitious and the 

board's (probably correct) calculation that the Treasury's consent to over fI million 
being invested in the USA would probably not be forthcoming, 12 tipped the balance 

against the negotiations being carried any further. The significance of the decision 

not to enter the American market, however, went deeper than simply a matter of 
bad timing. The directors were equally persuaded that any American venture would 

vitiate its advantage in special finishes and Terylene. 13 This was singularly ironic 

since one market report, undertaken in November 1950, stressed that these were the 

only things which interested the Americans. 14 The directors therefore sacrificed 

potential long-term advantage in preference for short-term peace of mind. The 

USA was never again canvassed as a serious market opportunity and the down turn 

8 By I August 1950, the board had agreed to draft a plan for Canada 
including provisions for a separate sales company including an office to manage the 
agencies and a warehouse backed by a five year advertising campaign. Board, 38, 
11/33/50,1 August. In November 1951, CPA were offered a stake in a printworks 
operated by the Apponaug Co, an American chemical firm, at a cost of $2.75 million 
or approximately fI million. Board, 40,8/28/51,4 December. 

9 In this case Ashworth. Ibid, 16/18/51,14 August. 

10 Ibid, 13/25/51,6 November. 

11 Ibid, 8/28/51,4 December. 

12 Ibid. 

13 In Canada, so the argument ran, special finishes were less advantageous 
because Canadians used dry cleaners more than the British did. Board, 38,11/33/50, 
1 August. 

14 Board, 39,15/45/50,28 November. 
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in Canadian sales in 1954 was taken as conclusive evidence of the wisdom of 

avoiding that market. 15 Neither market fitted the board's model of operations and 

neither looked like being serious contenders for investment. This pattern was 

repeated in other developed economies. 16 

The formula governing which countries received direct investment led to another 

focussing on the nature of the enterprise itself. After the mid 1930s, the board 

preferred to build their operations from scratch starting with spinning, weaving and 

bleaching capacity to which more sophisticated finishing plant would be added. By 

1940, this vertical model of operation and development became standard for all 

those foreign companies directly owned by CPA. No doubt there was a certain logic 

in approaching the subsidiaries in this fashion but it committed CPA to a long term 

development programme and limited the transfer of printing technology and 

techniques from Manchester. The only case in which CPA made any use of its 

special finishes outside the UK was in Egypt where a special licencing agreement 

was agreed in 1954, on the condition that none of the production was exported. 17 

This agreement was cut short by the Suez crisis and the subsequent nationalisation 

of British assets in Egypt. 

CPA's foreign subsidiaries therefore operated at relatively low margins and added 

little value to their products. In many cases, these enterprises were not 

competitive on cost with imports and could only flourish behind protective tariff 

barriers. The South African, Australian and Indonesian plants prospered in the long 

term only because the local governments introduced and sustained stiff tariffs on 

competing textiles. CPA also concentrated on building local strength in production. 
CPA succeeded in establishing an effective distribution network only in South Africa 

and Australia. ' 8 In Java, distribution was vested in the hands of Borsumij. Similar 

attempts to build a distribution organisation in East Africa quickly became a 

15 Board, 42,9/2/54,19 January. 

16 For example, in 1949, CPA established a Japanese office in Tokyo, later 
moved to Osaka. CPA's representative there, Markham, was considered a good 
investment so that they could monitor design infringements by Japanese 
manufacturers. Board, 38,8/20/50,25 April. Although CPA bought quantities of 
Japanese grey cloth in the late 1940s to ease the constraints on the merchanting 
departments, using Japan as a manufacturing base was never discussed. 

17 Board, 42,10/4/54,16 February, 43,10/13/54,6 July. 

18 The South African Lebel company became the largest textile distributor in 
the Cape after merging with a local firm. 
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shambles. The failure to develop any lasting distribution network in Jamaica was 

one of the principal reason why the Ariguanabo Co performed so badly in the 1950s. 

The narrowness of this strategy became more apparent towards the end of the 1950s 

when the UK market came under threat from a growing volume of imports from 

Hong Kong, India and Pakistan. This development had two implications for CPA. 

At home it emphasised the need to concentrate on adding more value to their 

products either in terms of the prints themselves or through better service. 

Abroad, it should have only underlined the value of CPA's subsidiaries. In fact 

quite the reverse was the case. None of CPA"s overseas plants had been erected 

with the idea of exporting any of their output and by the end of the 1950s, the 

board was too preoccupied to consider using them as a means of confronting the 

dilemmas facing them in the UK. Robert Cowan suggested developing a low cost 

base in Hong Kong to export prints in the early 1960s, and although the notion 

flickered briefly, it never secured enough support to become a practicable 

proposition. 19 By this point the board was dangerously close to losing its will and 

collapsing in utter despair; it certainly had no energy or inclination to consider 
further foreign investment. 

The directors applied a third formula to their choice of invesIment partners. CPA 

preferred to build local bridges rather than establish wholly owned operations. The 

experience of working with other British partners, notably BA and BDA in Egypt 

and India, underlined by the long standing argument between CPA and BA over a 
20 new ownership structure for the foreign subsidiaries in the 1940s, persuaded the 

directors to forge local joint ventures. 21 Such a joint investment strategy had been 

decided as early as 1939 with regard to the Dutch East Indies. 22 With the 

exception of Australia, all of CPA's overseas investments in this period were 

undertaken in conjunction with local partners. The Australian project was 

deliberately undertaken alone in an attempt to keep other British finishing combines 

19 MC, 6,9/16/62,26 June. 

20 See below, pp. 170- 173 

21 Thus when Ewing, BDAs chairman, suggested a joint venture between the 
two companies in Canada in late 1950, the board refused, even though BDA was the 
only commission printer operating there. Board, 39,24/36/50,5 September; 40, 
16/18/51,14 August. 

Board, 24,6 June 1939, pp. 1321- 133. 
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out of the market. 

In most cases, CPA's local partners brought to each venture a combination of 

market knowledge, an established business presence and strong political links. The 

latter was true in South Africa, where CPA's investment partner was the Industrial 

Development Corporation (IDC) and Uganda, where the government had a direct 

stake. In Java, Nebritex was co-owned by the Borneo-Sumatra Co (Borsumij), a 

textile manufacturer and distributor. The Jamaican plant at Ariguanabo was owned 

jointly by CPA, its bankers Benson, Lonsdale and the Hedges Group, a local 

management and distribution company. The political links weighed very heavily with 

the directors in the investment equation. In practically every case, the board 

realised that in order for the type of plant they envisaged to be a success, 

government support in the form of either investment capital but particularly tariff 

barriers, would be essential. They believed that by forging direct political links in 

those countries keen to establish a nucleus textile industry such as South Africa 

and Uganda, they were securing the commercial future of each enterprise. 

If the directors felt they were building bridges and minimising the risks, they were 

cruelly deluded. While the history of the South African, Ugandan, Australian and 
Jamaican enterprises demonstrated they were right to assume that tariff barriers 

would affect profitability, they were wrong in thinking that their political partners 

would judge the ventures according to purely commercial criteria. In South Africa, 

the IDC proved to have very little influence in matters of government policy on 
imports. Similarly, the Australian government proved less than helpful in the early 

stages of Actil's existence, by not giving the amount of protection CPA wanted 

against Japanese bleached goods and by levying too much duty on Actil's Pakistan 

cotton imports. 

The weaknesses of CPAs political assumptions were most ruthlessly exposed in 

Uganda and Jamaica. CPA had not bargained for the inter-state rivalry which broke 

out in East Africa almost as soon as the licence to establish plant at Jinja was 

granted. In Jamaica, CPA clung on to its investment for most of the 1950s on the 

premise that the government would protect the company and increase import duties; 

it did neither willingly. In the pursuit of easy market entry and lured by promises 

of monopoly power the directors appear to have overlooked some fundamental 

political realities. Certainly iny suggestion that having such allies in a commercial 

enterprise increased rather than diminished the risks involved does not seem to 

have been raised among the directors. Throughout the dealings with their new 
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partners, the board displayed neither political insight nor any particular skill. 

All the evidence suggests that CPA's strategic vision, such as it was, remained fixed 

regarding its foreign subsidiaries. This was particularly true of the 1950S. 

Understanding why this was so is crucial to a grasp of CPA's subsequent strategic 

development. CPA was often dealing with poor or second hand market data which 

led to a series of ill-informed decisions. Before 1939, CPA relied on agents' reports 

and the odd visit to key markets by executives. Apart from Hargreaves, few 

directors ever visited foreign markets, and most of its links with particular markets 

were informal. Hargreaves' election to the board in 1938 signalled a change in 

attitude. Roger Lee's tenure as chairman after 1947 saw more directors visiting 
foreign markets than ever before, notably Lee himself who undertook at least a 

dozen major foreign mission between 1947 and 1960. McCulloch and Davenport made 

regular trips to Alexandria to discuss SEIT with the Gasche family and Hargreaves 

was out of the country more often than he was present. After his death, this role 

was taken over by Robert Cowan who travelled abroad as much as his predecessor. 

This flurry of foreign visits was doubtless made easier by the development of safe, 
long distance air travel denied previous directors but it was evidence of a 

willingness to invest in direct market research. Other CPA executives made regular 

visits to overseas markets, notably the USA and Canada. 

However, the timing of the visits and the quality of the information gathered left a 
lot to be desired. This was especially noticeable in two of CPAs most disastrous 

investment decisions, Uganda and Jamaica. Although Roger Lee explored the East 

African market prior to establishing the mill at Jinja, the decision to invest had 

already been taken. The Jamaican venture was undertaken largely on the 

information supplied by their bankers Benson, Lonsdale; it took two years for a 
director to make a visit to check for himself. Second-hand information explains 

partly why this set of investment decisions was undertaken in the way it was. 

The net result of this consistently unyielding approach to establishing foreign 

subsidiaries was predictable enough. CPA was forced out of China and Egypt by 

circumstances beyond their control in 1950 and 1956 respectively. Further 

withdrawals from Uganda and Jamaica followed in the late 1950s. What was 

surprising in these latter cases was not so much that the directors decided to cut 

their losses, but that they persisted with both ventures long after there was any 
hope of recouping anything from their investment. Both shareholdings were sold at 

a heavy discount. Consequently, by 1960, CPA had contrived the worst of all 
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worlds. At home its domestic manufacturing base was under siege from low and 

medium cost imports, while abroad the directors had failed to build any sustainable 

long-term growth. Indeed, quite the contrary had happened. By trusting the 

formulae, CPA had made a series of ill considered investments, building on rather 

than spreading risks, and had taken easy instead of difficult options. Of its post- 

1940 investments, South Africa and Australia survived rather by luck than 

judgement. After 1960, CPA no longer looked abroad. The formula was exhausted 

and the board could think of nothing to take its place. 

6.3 The First Wave. 

6.3.1 Actil 

The decision to invest in plant in Australia grew directly out of the collapse in 

CPA's export business there. In May 1939, the board was alarmed to learn that 

Bakirgians, a Manchester based indent house, had managed in ten years to build up 

an export business rivalling CPA'S. 23 The directors were also aware that it was a 

matter of Australian government policy to build up industrial capacity there. 24 In 

July, the board agreed in principal to establish a factory in Australia. 25 At the 

time of the Japanese attack on Pearl Harbour on 7 December 1941, CPA had spent 
E 113,000 on Actil, including E9000 for the site and E91,000 on installed machinery. 

A further f 13,000 of plant remained in England waiting for shipment. 26 In April 

1942, the Board agreed to issue f A300,000 in shares to cover initial spinning and 
27 weaving production. 

For the rest of the war, Actil's two biggest constraints were stocks and labour. 

The government forced it to carry six months" cotton stocks instead of the three 

months' budgeted for. Labour was always scarce, expensive or unreliable. In 

October 1942 of the 21 spinning frames erected, only 14 were operative. 28 

Conscription denied Actil of a steady labour base; idle capacity was blamed for 

Actil's losses of fA5778 (approximately f4622) in the first five months of 

23 Board, 24,16 May 1939, p. 122. 

24 Ibid, 1 3 June 1939, p. 141. 

25 Ibid, 4 July, p. 163. 

26 Board, 27,25 November 1941, pp. 162-63. 

27 Board, 28,28 Apri'l 1942, p. 122. 

28 lbid, 27 October 1942, p. 144. 
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operations. 29 After 1945, continued inflation and the poor basis of price control 

operated by the government30 made progress difficult. In the year to March 1951, 

Actil lost LA55,968 (approximately E44,774), bringing the total debit to the profit 

and loss account to EA18,600 (f 14,880). 31 

In the early 1950s, Actil's commercial future appeared uncertain. The market was 

small, concentrated in six principal cities, and highly seasonal. The company's labour 

costs were higher than in the UK and productivity lower. Large sums of working 

capital (fA300,000 - f240,000) were tied up in stocks in transit (sometimes for as 

much as 16 weeks); Cotton from Pakistan was dutied by the government which 

would allow no dollars to be released preventing Actil from using the American 

cotton futures market. 32 It also had to compete against with two other firms and 

with a flood of imports. The board's willingness to commence printing in August 

1951 was constrained by the uncertain outcome of their application to the Tariff 

Board for increased duty on sheets and pillow cases. Working on three shifts, it 

could satisfy 80% of Australia's demand for bleached white goods profitably but 

catering for the dress trade would require an estimated 500 automatic looms in 

addition to the 160 narrow looms already operating. But more than anything, its 

sales organisation was poor and Frank Maughan was sent to reform it. 33 

By July 1952, the directors calculated that Actil needed fAl. 45 million (fl. 16 

million) to finance its operations; in April 1953 the interest on all loans was 

cancelled. 34 In July 1954 CPA remitted all past loan interest to Actil and the Lebel 

selling company to avoid UK taxation. This netted each company LA47,532 (07,874) 

and LA9584 (f7667). 35 In the previous April, the Tariff Board announced a grant'of 

29 Board, 29,11 January 1944, p. 176. 

30 In August 1949 the government refused to increase wholesalers' margins. 
Board, 37,3/7/49,30 August. 

31 Board, 40,15b/14/51,19 June. 

32 Board, 42, Ila/8/53,14 April. 

33 Board, 41,1-3/18/52,30 July. 

34 Board, 42,11 a/8/53, op cit. 

35 Board, 43,9/13/54,6 July. 



168 

7d per yard against the 21d per yard applied for. 36 The third spinning and 'ýveaving 

shift was stopped but Actil still made a loss of LAI 00,000 (E80,000) in 1954 followed 

by another of LA30,000 (L24,000) in 1955.37 By November 1955, Robert Cowan, 

Actil's MD, announced that losses had been eradicated but only at the expense of 

much smaller production. The tariff issue remained unresolved for the rest of the 

decade; after 1957 it appeared very unlikely that the Australians would put duty on 

Japanese products after signing a trade reciprocity treaty in that year. In July 

1957, the board decided not to undertake printing in the Australian market and 

plans to double Actil's capital from f A600,000 to EA 1.2 million were abandoned. 38 

6.3.2 Nebritex 

CPA's investment in Java, a joint venture with the Borneo-Sumatra Co of Holland 

(Borsumij), was another attempt to protect a traditional market from collapse. IN 

1939 it was estimated that the Japanese exported 70 million yards of dyes, 80 
39 million of prints and 25 million of whites, while the UK's import quota in Java 

40 was short by five million yards. In April 1940 CPA was committed in principle to 

a vertical plant of 50,000 spindles, 1500 looms and finishing plant sufficient for 35- 

40 million yards of output per year, all marketed within Java. 41 The initial stage, 

assuming two other partners, was budgeted to cost CPA E100,000. Borsumij, 

however, objected to a partnership with the Kian Gwan Co (Java's largest sugar 

producer) which agreed to withdraw, leaving CPA and Borsumij committed to a start 

up plant costing both parties E150,000. On 6 June 1940 the directors agreed to 
invest in Java. 42 

According to the original agreement struck with the Dutch East Indies (DEI) 

government (which gave it its full support), CPA provided the technical management 

and Borsumij distributed the goods as managing agents. CPA received L 1000 and 5% 

36 Board, 42, 11/9/54,27 April. 

37 Board, 43, 12/8/55,3 May. 

38 Board, 45, 15/3/157,9 July. 

39 Board 24, 25 April 1939, p. 100. 

40 lbid, 1 6 May, p. 120. 

41 Board, 25, 9 April, 1940, p. 116. 

42 In spite of the commercial and military threat from the Japanese. Board, 26, 
18 June 1940, p. 15. 
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a year for their management expertise and took 50% of the profits after interest 

and tax. The DEI agreed to exempt all capital goods imported into the country 

from duty along with all grey cloth. They allocated the new company (now named 

the Nederland ische - Britsche Textiel Industrie or NEBRITEX) 75,000 spindles and 1500 

looms but not the monopoly in print manufacture they had sought. 43 In the short 

term this proved irrelevant. In February 1942 it was evident that Java would be 

overrun by the Japanese. All the machinery was shipped to Australia and the 
44 company was closed down for the duration of the war. 

After 1945, Java became part of Indonesia whose government, in 1946, favoured 

returning the mill to its original joint owners. In November 1948 the board minutes 

record laconically that all the points with Borsumij had been settled. Judging by 

later entries it seems that there was little deviation in essence from the agreement 
in 1940.45 CPA were responsible for manufacture and technical assistance and 
Borsumij for distribution. The terms remained unaltered. By 1950, CPA managed an 

outfit of 13,000 spindles and 81 looms. In June of that year a further 3500 spindles 

and 140 looms were added. 46 Nebritex was one of the few overseas companies 

which rarely caused CPA any bother (Mettur was another). The manufacturing 

prospects throughout the 1950s appeared good; the company continued to make 
healthy profits (in 1948, f 108,97 1; in 1949 E74,976; in 1952 approximately E60,000 and 
in 1955 approximately L56,000). 47 CPA's managerial relations with its distributors 

(run by the Schlimmer family) were largely very cordial. 

Their biggest problems were caused by the Indonesian government whose economic 

policies led to financial instability and frequent devaluations of the currency 
(changed from the Guilder to the Rupiah). Moreover, although the company made 

good profits, Indonesia's exchange restrictions made remittance to the UK very 
difficult. In 1955, for example, CPA's share of profit was equivalent to E28,000 but 

only E8000 could be remitted to the UK. 48 The government were also keen to buy 

43 Board, 27, 18 April 1941, p. 16; ibid, 10 June, p. 55. 

44 Board, 28, 17 February 1942, p. 9. 

45 Board, 36, 5/32/48,9 November. 

46 Board, 38, 8/26/50,6 June. 

47 lbid; B oard, 41,20/17/52,29 July; 43,12e/8/55,3 May. 

48 Board, 43, op cit. 
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a portion of the equity and to share in the distribution. Borsumij were 

accommodating on the first but not the second principle. As a precaution, they 

agreed in 1952 to revalue the company's assets which could then be transferred to a 

holding company if necessary to preserve strategic continuity. After the redrav, -ing 

of the balance sheet in July 1952 CPA was left with a net investment of f90,000, 

the amount retained for technical assistance shrank from f20, OOO to f8000.49 In 

October of the same year, the capital was increased by 20 million Rupiahs from the 

reserves, to 25.1 million Rupiahs. 50 

In the latter part of the decade, as the commercial position in Java deteriorated, 

Borsumij negotiated for a release from the contractual agreement. Borsumij was 

keen to maintain its Dutch links while preserving the peace in Java. It therefore 

accommodated many of the Javanese government's demands. In 1954 they raised no 

objection to the government's invitation to a Japanese textile company to come and 

erect a mill in the country. 51 By June 1958, however, Borsumij had lost interest in 

the venture. Borsumij offered to transfer all of their holdings to CPA but the 

Indonesian government would allow only the transfer of the distributor's profit. 52 

6.3.3 GHTC 

The South African market had long been targeted by CPA as a likely candidate for 

investment, particularly as the company's share of total UK trade dwindled to just 

over 10% of all print imports in 1939.53 South Africa divided into two distinct 

market segments: a higher value European market and the 'Native trade'. CPA 

catered very largely for this latter segment but even in 1946, the merchant branch 

Hewit and Wingate accounted for only 2% (03,000) of this business. 54 In 1943, 

Lennox Lee had reminded his colleagues they were committed to at least an 
investigation which, if implemented, would reduce Hewit & Wingate's native business 

49 Board, 4 1, op cit. 

50 Ibid, 1 1 /27/52,21 October. 

51 Board, 43, 9/24/54,23 November. 

52 Board, 44, 13/12/58,24 June. 

53 Board, 29, 17 May 1940, p. 120. 

54 Board, 32, 2 July 1946, p. 173. 
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further still. 55 On 16 February 1945 Lee chose South Africa as a site for 

preliminary investment and a total commitment worth f 1.25 million, comprising 

42,000 spindles, H 30 looms (M 1,000), a printing plant of two machines (f269,000) 

and contingencies (estimated at E89,000). 56 

The investment in South Africa was part of a broad programme which included 

related plant in East Africa and a potential site in Southern Rhodesia. In April 

1945 a site at Kingwilliams Town in the Transkei had been chosen and surveyed. 57 

In the following June an agreement with the Industrial Development Corporation 

(IDC) of South Africa was signed. The board felt confident that they had the 

backing of a government which was committed to establishing a 'first class' textile 
58 industry, but did not feel confident enough to ask for tariff protection. At first 

this alliance appeared to come with large constraints. In the draft agreement 

between CPA and the IDC, one clause sought to exclude all other prints 

manufactured by CPA from entering the country. By December, it was amended to 

allow for other CPA imports "whether such imports compete with the production of 
59 the company or not". On 23 January 1948, the first 240,000 il shares in the 

company (The Good Hope Textile Co - GHTC) were issued divided equally between 

CPA and the IDC. 60 

GHTC was part of a dual South African selling strategy. The goal was to expand 

sales of CPA's branded lines form E50,000 to over E400,000 a year. 61 To achieve 
62 this, a selling organisation was proposed for Johannesburg, Capetown and Durban. 

At first, the creation of GHTC caused considerable disquiet among CPA's traditional 

55 Board, 28,25 May 1943, pp. 54-55. 

56 Lee's unilateral decision to invest was taken largely as a matter of 
personal taste (he had travelled extensively in South Africa during his youth and 
knew the country well). The board members were divided on the issue but accepted 
Lee's leadership. Board, 30,12- February 1945, pp. 168-9. 

57 Board, 31,24 April, p. 12. 

58 lbid, 12 June, p. 48. 

59 BOard, 32,4 December 1945, p. 4. 

60 Board, 35,18/4/48,10 Februarv. 

61 Board, 32,2 July 1'946, p. 172. 

62 lbid, 30 July, p. 1921. 
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South African commission print customers. These points, followed by a visit to 

South Africa by the now retired Lennox Lee in the winter of 1948-49, led to a 

long-term review of CPA's selling policy. 63 It was evident that while CPA's name 

was well regarded its deliveries were worse than most. Cepea Fabrics was, 

however, well established in the market. CPA's main UK competitor was identified 

as Tootals. 64 In April 1952 Cepea Fabrics (SA), CPA's marketing company, was 

merged with Lebel (SA) Pty Ltd, the import company. 65 In the following August 

the selling organisation was increased with a stake in Fine Wool Products of South 

Africa Ltd, making the Lebel Co the largest textile distributor in the Cape. 66 

GHTC was opened in April 1950. The fully completed mill and plant were finished 

three years later. At that time, there was stiff Japanese competition. Any further 

investment would be dependent on the readiness of the government to impose tariff 

walls. The government had powers to impose duties up to 100%. In September 1950 

these amounted to 35% or 7d per yard for cottons (which ever was the greater) in 

addition to current duties of 15% or 2d per yard. Rayons were subjected to a 

heavy 'suspended' duty. 67 This was considered sufficient protection and Hargreaves 

was prepared to recommend investing a further L650,000 of which CPA would find 

50%. In May 1951 this was revised to f 1.6 million for 460 looms, instead of the 300 

originally envisaged. 68 The prospects looked initially favourable: estimated profits 
for the year to June 1951 were L106,000.69 Although the board was concerned in 

70 March 1953 that the 5% import duty on whites was insufficient, they agreed the 

following September to commence printing within twelve months, 71 a decision which 

63 Secretariat (1939-49), Box 123 1, fol 39.11, LB Lee, "Report on G HTC", 6 
April 1948 (see Board, 35,11/10/48). 

64 Board, 37, 4/25/49,21 June. 

65 Board, 41, 15/9/52,1 April. 

66 Ibid, 1 3/19/59,12 August. 

67 Board, 39, 23/36/50,5 September. 

68 Board, 40, 11-12/12/51,1 May. 

69 lbid, 15/8/51,14 August. 

70 Board, 41,1-)/7/53,24 March. 

71 Board, 42,12/18/53, -"-' September. In April 1954, they agreed to finance 
printing and finishing with an extension costing f 1.75 million. CPA and the IDC 
capitalised their outstanding loans and provided the balance with ne-ýv loans. Ibid, 
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appeared vindicated after the government placed a 50% tariff on all Japanese goods 

in January 1954.72 

Yet at this stage, GHTC was losing money. The accumulated losses to 31 March 

1954 stood at E179,000. GHTC sold its goods for id under cost; on three shifts, 

however, its productions could not compete with those from eastern Europe. 73 The 

effectiveness of government tariffs proved critical. GHTC's profitability mirrored 

the rise and fall in duties. In 1957 GHTC recorded a profit of E40,000 and it was 
74 felt that the company had turned a significant corner. Within a year, however, 

these duties were removed and production at GHTC came to a standstill. 75 

Representations to the South African Prime Minister led to increased tariffs in June 

1959.76 These were big enough for CPA and the IDC to continue extending the 

plant. These extensions cost fl. 5 million including working capital over three 

years. 77 

6.4 Searching for Structure 

The broadening of CPA's foreign asset base raised questions of how they were to be 

managed from the centre. The result of CPA's early wartime structural review had 

been the creation of two groups in July 1940 responsible for UK and foreign 

manufacturing and selling respectively. 78 In September 1941, the idea of a holding 

company for foreign works was raised again by the directors. 79 At this stage, 

they were still collectively pessimistic about the prospects for UK textile printing 

after the war was over. John Hamer noted that the post-war world 'was most 

9/9/54,27 April. 

72 Ibid, 13/3/54,2 February. 

73 Board, 43,12b/8/55,3 May; 44,8c/15/56,31 July. 

74 Board, 45,13c/12/57,25 June. 

75 Board, 46,10/14/58,22 July. 

76 Board, 47,10/27/59,15 December. 

77 Ibid, 8/24/59,3 November. 

78 Board, '. '-'6,23 July, pp. 4043. 

79 Ibid, .3 September, pp. 120-21. 
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likely to be [concerned with] the mere avoidance of losses. 80 Under this plan, 
CPA would become a finance and investment company holding concerns in 

manufacturing in the UK and abroad. The model they had in mind was either that 

of the CPFC which was a finance operation monitoring the production in Shanghai 

while keeping the directors separate, or Overseas Industries Ltd, the nominal 
holding company for CPA and BA's Indian assets. 

Board opinion was decidedly mixed when Hargreaves' proposals were discussed in 

detail on 28 October 1941. Only Hewit supported them outright, arguing that 

foreign and domestic works' development should be kept separate. Railton was 

prepared to advocate sending young potential directors out to foreign works to gain 

practical experience of management, but deprecated the plan to sever selling abroad 
from the general selling organisation. Hamer believed that the split was only 

necessary if the directors felt that the current management structures had been a 
failure. He believed such an organisation would prove divisive: managers of specific 
foreign works would lobby for their own interests (mostly for increases in working 

capital) and fail to consider the strategy of the foreign assets as a whole. 
Monitoring performance from the present head office building was impracticable. 

Moreover, CPA 'could not afford another failure. McCulloch argued that domestic 

business had not suffered too greatly and that recent co-operation between printing 

and merchanting had actually been a great success. 81 The outlines of a similar 

scheme were examined by Lord Plender at about the same time; his verdict was 

unfavourable. 82 

In the early 1940s, the issue of integrating all the foreign subsidiaries under a 

single administrative umbrella was given fresh impetus by the negotiation between 

BA and CPA over entry into Australia and South Africa. On 13 April 1943, CPA 

proposed that both companies should pool their resources into one holding company 

80 lbid, 9 September, p. I 11. 

81 lbid, 28 October, pp. 140-144. 

82 Plender advised against grouping the foreign assets under a single 
administrative framework as the timing was inopportune. He suggested instead a 
Far Eastern Consultative Committee, with representatives from each company's board 
to secure the maximum managerial efficiency. The biggest disadvantages were that 
such a company would be subject to both local and British taxation. Secretariat 
(1939-49), Box 1236, fol 39.9 (sub 1), 'Review", 13 March 1946. 
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and then divide the shareholding pro rata. 
83 Negotiations lasted for over twelve 

months, but it was clear that BA's chairman, Sir William Clare Lees, was interested 

only in gaining entry to Australia and South Africa, and the wider question of 

separate overall control for all the companies in which they had a joint interest 

was swamped in mounting acrimony. In 1944, CPA turned to Sir Harry Peat to 

adjudicate. Their frustration was not diminished when Peat's initial report was 

favourable to BA. 84 The board responded in December 1944 with an offer to form a 

holding company of E5 million in which CPA would have 77.5% of the shares and BA 

the rest. 
85 CPA had not helped their case by tying it to the issue of BAs 

marginal print production, but the result was mutual anger and hostility. 86 BA were 

excluded from Actil and GHTC, but an opportunity to consolidate the foreign 

holdings had been lost. 

The immediate post-war world brought with it new political uncertainties but, in 

spite of the problems with reaching an acceptable solution with BA, the directors, 

urged on by Lee, were still keen to persevere with the idea of a holding company. 

In the latter half of 1945, in view of the British government's ambivalent attitude 

towards the position in China, Egypt and India, the board drew up further plans to 

shift the management of its offshore operations out of the UK. The concluded that 

from the tax point of view, it would be imperative to have the board of this 

company sitting overseas with only a minority of directors sitting in the UK. They 

concluded that the ideal location for such a holding company would be a crown 

colony, such as Hong Kong, Penang, Ceylon or Singapore where UK company law 

was valid and where the unit of currency had links with sterling. CPA would have 

83 Board, 29,13 April 1943, pp. 37-8. 

84 Peat suggested that BA should have a 26% stake in Actil and Nebritex, 
while BA would reimburse CPA with the cost of the original investment and all the 
expenses incurred. A holding company should then be formed consisting of 8% 
cumulative first preference shares, 10% cumulative second preference shares and a 
tranche of ordinary shares. All the jointly owned companies would be transferred 
to this company, with the exception of CPFC, and the first preference and ordinary 
shares allocated accordingly. CPFC would be exchanged for the 10% preference 
shares. Secretariat (1939-49), Box, 1236, fol, 39.9, Sir Harry Peat, "Report", 26 
October 1944, section viii, pp. 21-3. 

85 Ibid, anon, "Draft of the Association's Final Offer of Terms of 
Settlement", 18 December 1944. 

86 Lee's response to the negotiations was characteristically blunt. In a letter 
to Hewit, he declared, "they [BA) are nothing but a lot of leeches. They batten on 
us and the), haven't done a hand's turn to help us... ". lbid, letter, Lee to Hewit, 24 
February 1945. 
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no formal links and would only exercise policy by virtue of their 75% shareholding. 

In March 1946, Lee and his colleagues submitted these proposals to another 

accountancy firm, Deloittes. Between March and May 1946 Lee had a series of 

meetings with H Read of Deloitte's. For a number of reasons, mostly financial, 

Read suggested a consultative committee much as Lord Plender had done in 1941. 

The directors considered the arguments against this were stronger than they had 

been in at the beginning of the war. A holding company would co-ordinate 

subsidiary activities, provide the framework for possible joint ventures with other 

companies, and supply a measure of continuity. A consultative committee would be 

capable of none of these. Read suggested the creation of a small management 

company, on the model of a managing agency, based in Singapore as an 

alternative. 87 This in effect would be a consultative committee with the legal 

structure necessary to perform some of the tasks that the Board had in mind for its 

overseas subsidiaries. Lee was forced to concede that in view of the political and 
financial difficulties, not to mention the problem of insurgent nationalism, a holding 

company was not feasible. In September 1946, they accepted Deloitte's verdict and 

the idea was allowed to lapse. 88 

6.5 Investment and Retreat 

6.5.1 China and Egypt 

CPFC was inoperative for much of the Japanese occupation of mainland China; in 

1945 as a precaution the board authorised the transfer of the company's base and 

liquid assets to Hong Kong. The directors calculated that restarting the mill would 

cost at least fI million. Although operations began again in the late 1940s, the 

outbreak of civil war in 1948 led to a prolonged attempt to evacuate Shanghai 

which took over a year and nearly degenerated into farce. Eventually, in mid 1950, 

CPA found a tenant for CPFC and negotiated a sale of CPFC's assets in December 

for f20, OOO, E14,000 less than the Chinese valuation. The company continued to 

exist nominally in Hong Kong and its associated Lebel company continued to 

distribute textiles throughout much of the western Pacific. 

The sequestration of all British property in Egypt in December 1956 brought to an 

end a decade of uncertainty. SEIT operated throughout the late 1940s and the first 

87 Ibid, 39.9 (sub 1), -meeting with Lee el al and H Read of Deloittes, 13 
March 1946, pp. 2-3. 

88 Board, 33,17 September, p. 33. 
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half of the 1940s under heavily restricted conditions. 89 In the late 1940s, Lennox 

Lee had argued that the commercial future in Egypt was limited since the economic 
incentives for SEIT's European technicians were negligible (they could not be paid 

at a higher rate than native labour); few qualified technicians therefore opted for a 

career in Egypt. Management relations with the Gasche family were never cordial 

and in November 1951, the board agreed to sell their shares in SNF. 90 Although 

the economic and political situation in Egypt was never encouraging, the directors 

successfully pressured SNF for better management terms. 91 The board agreed to 

strengthen SEIT's commercial prospects by agreeing to licence CPA's special finishes 

in mid 1954,92 and on the eve of Suez, Cowan recommended printing extensions 

costing EE60,000.93 The Suez crisis brought this programme to a halt. By June 1957 

SEIT had been nationalised. 94 

The loss of CPFC was significant for many reasons. First of all it altered the 

focus of CPA's multinational focus from the Pacific Rim to Africa. Secondly, CPFC 

had played an important role as the model on which nearly all of CPA's other 

overseas investments were based. Its value as a source of technical expertise was 

never equalled in any other plant and its demise as an operating company often left 

CPA perilously short of development personnel. 

SEIT was potentially one of the most valuable plants in which CPA had invested. 

In the early 1950s, SEIT shares, worth LE4 at par, were quoted at f E250.95 It was 

also the one venture which proved the least satisfactory. The managerial 

relationship with the Gasche family was businesslike but rarely cordial, the directors 

were frequently irritated by the Gasches' tendency to act without any consultation. 

89 Output and prices were regulated by an increasingly nationalistic 
government which was keen to boost production and decrease unemployment without 
regard for profitability. A law of 1950 demanded that 51% of the shares in any 
enterprise had to be owned by Egyptians. 

90 Board, 40,6/26/51,13 November. 

91 In July 1952 Gasche allowed the British works manager more authority 
while CPA repaid SEIT's outstanding loan of LEO. 4 million. 

92 Board, 4-1,10/4/54,16 February; 43,10/13/54,6 July. 

93 Board, 44,13/13/56,3 July; ibid, 8a/15/56,31 July. 

94 Board, 45,13b/1: 2, /57. 

95 Board, 40,11/19/51,228 August. 
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After 1950 growing nationalism and anti-British feeling made profitable trading in 

Alexandria virtually impossible. Nevertheless, CPA recognised that SEIT was a 

valuable strategic plant selling considerable qua ntities of prints in the Egyptian 

market, fulfilling the role for which it was established in 1934. This value was 

underlined by CPA's willingness to sub-licence their special finishing techniques, an 

arrangement which was never repeated with any other foreign subsidiary. 

6.5.2 East Af rica 
The Nyanza textile plant established at Jinja on the shores of Lake Victoria in 

Uganda was part of a westwards shift in the centre of CPA's foreign operations 
from the Pacific to Africa. CPA was invited to bid for a licence to establish the 

sole textile mill in the British East African Territories (Uganda, Tanganyika and 
Kenya) in June 1945.96 At that time, East, West and South African markets were 

among CPA's most important. The evidence does not conclusively show that there 

was a 'grand design' for Africa but there is no doubt that there were plans to 
integrate East and South African production, particularly on the selling side. In the 
late 1940s, the Board considered establishing a third plant in Southern Rhodesia to 

97 complete the process of integration but this plan never came to fruition. At the 

time it was announced, only one director, Hugill, attacked it as speculative. By the 

end of the 1950s, Nyanza proved to be one of CPA's costliest failures. 

In June 1945 CPA envisaged forming a partnership of five broad groups in which it 

would have an overall controlling stake of 51%. 98 The plant was sponsored by the 

Ugandan government and the Gujerati Indians resident there had considerable power 

as retailers. The mill, to be situated at Jinja by Lake Victoria, was to be a 
"pioneer' textile plant spinning and weaving African cotton. 12,000 spindles and 300 

looms was budgeted to cost f 325,000 of which CPA's share was f 166,000. Tariff 

support at 10% was promised. The board proceeded with the negotiations, insisting 

to the Liverpool Uganda Co that the plant should be economically viable. They also 

pressed for the Ugandan government to take a stake to preserve a measure of 

96 Board, 31,12 June 1945, p. 47. 

97 See, eg, Board, 32,24 September 1946, p. 36; Secretariat (1939-49), Box 
1234, fol 39.12, letter, High Commissioner of Southern Rhodesia to CPA, 9 November 
1949. 

98 The other investorý were the Liverpool Uganda Co (20%), Indian and 
African representatives (10% each) and other third parties (9%). The latter three 
were partly forced on CPA by nature of the invitation. Board, 31 above, op cit. 
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strategic continuity. 

By March 1948 both the plans for the plant and the identity of the partners had 

changed. The plant had grown in size to 16,000 spindles and 400 looms costing 

initially E1.03 million rising eventually to E3 million. 99 In May Barclays' Overseas 

Development Corporation and the Colonial Development Corporation both agreed to 

subscribe 110,000 ordinary shares; 100,000 would be made available to Ugandans, 

8000 for local companies and the rest (642,000) were taken up by CPA. 100 This 

provisional agreement was followed by a visit to Uganda by Roger Lee. 101 Atthe 

same time the Board applied for a licence on this basis in competition with the 

Bradford Dyers and an unnamed Indian company. 102 Official confirmation of the 

success of their tender arrived in January 1949.103 

CPA's political difficulties began almost as soon as the licence had been granted. It 

took another twelve months for it to be extended in principle to the other two 

territories, and by February 1951 it was clear that CPA had failed to achieve sole 

manufacturing status throughout East Africa. 104 Neither Kenya nor Tanganyika 

were willing to offer Nyanza any form of tariff protection. It was perhaps at this 

point that the board should have seriously considered withdrawing. They persisted 
due to the direct intervention of the Ugandan government which in February 1951 

offered to invest E750,000.105 Added to another E100,000 pledged by the Bleachers' 

Association as far back as December 1949, the board calculated they could dispense 

with the services of the CDC and BODC. On 20 March 195 1, the Ugandan 

government confirmed its decision. 106 

99 Board, 35,5/8/48,16 March. 

100 lbid, 9/15/48,11 May. 

10 1 Ibid, 16/17/48,15 June. The visit was pronounced a 'great success', but 
no details are recorded. 

102 lbid, 16/12/48,20 April. 

103 Board, 36,15/4/49,18 January. 

104 Board, 39,2/5/51,13 February. In April 1949, for example, CPA 
protested to the East African Industrial Council after Kenya granted a similar 
licence to a machinery broker. Board, 36,1/11/49,29 April. 

105 Board, 39, op cit. 

106 Ibid, 15/8/51 20 March. 
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By allowing the Ugandans to take the initiative, CPA may have made their most 

significant mistake. First of all, the decision squeezed out the Development 

Corporations. Admittedly they had initially been committed to a very low level of 

financial risk in comparison with CPA. 107 However, what they would have brought 

to the project was a level of expertise which neither CPA nor the Ugandan 

government possessed. The value of the government's investment was dependent not 

on any commercial consideration but on its willingness to protect Nyanza from 

Japanese imports. If the Board were counting on the Ugandans to consider their 

investment in this commercial sense, then they were either highly optimistic or very 

naive. When Hargreaves visited the Governor of Uganda in early 1952 he returned 

feeling very cautious; the Governor did not appear very well-informed. 108 These 

doubts persisted. In 1954 the three countries were allowing V million worth of 

Japanese textiles into East Africa and the powerful Indian retailing lobby was 

demanding import licences for Japanese goods. 109 In September, just after the 

plant at Jinja began manufacturing, the board was advised by Sir John Barlow to 

lobby the Territorial governments to offer adequate protection; 110 in October 

Cowan asked the Ugandan Governor to repeat earlier assurances concerning 

protection and the level of duty. 111 

The tariff issue was not still not resolved when Jinja became fully operational in 

July 1956. When Lee visited the market again in late 1956 he found the building 

well constructed, the morale good and the quality of the labour better than 

expected. The plant was also making heavy losses. 112 Cowan was still pressing for 

tariff protection. Of more immediate concern was the lack of distribution capacity. 
CPA had established the customary Lebel company to distribute both CPA's UK 

products and Nyanza's own goods in July 1951 with capital of f 10,000.113 Yet by 

the time of Lee"s visit in 1956, CPAs volume of goods sold in East Africa had 

107 They had agreed provisionally to buy 11.8% of the equity each. 

108 Board, 41,7/8/52,25 March. 

109 Board, 43,17/18/54,14 September. 

110 lbid, 1/20/54,28 September. 

lbid, 13, '122/54,26 October. 

112 Board, 45,10/242/56,18 December. 

113 Board, 40,17/16/151,17 July. 
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shrunk to practically nothing. Nyanza could not compete with either Japanese or 

(surprisingly enough) American imports. Thomas had campaigned for a direct 

distribution organisation in East Africa in August securing some measure of 

support. ] 14 

But it was clear that the board saw the solutions to Nyanza's difficulties in the 

corridors of power. When Cowan met the new Governor, Sir Frederick Crawford, in 

June 1957, CPA were demanding development subsidies of E500,000, an interest free 

loan to replace Nyanza's overdraft in addition to multilateral tariff protection. ' 15 

Cowan was confident of securing the Governor's support. This confidence proved 

misplaced. He informed CPA in July that he could accede to none of the 

demands. ' 16 Cowan advised the board to sell their shares to the Government at a 
huge discount and to take Jinja over in the capacity of managing agents. 117 

The sale was negotiated by Cowan, Barlow and Lee in Entebbe between 28 and 30 

September 1957. CPA had to sell their shares before the government could increase 

the company's capital. Progress was hampered by the Minister for Trade and 
Customs who argued strongly against CPA's appointment as managing agents. 
Crawford was embarrassed and offered CPA 5/-per share (ie 50% of their value) in 

lieu of a managing agent's fee to be paid in installments of f 15,000. CPA's demand 

for a seven year agreement was flatly ref used. 118 In November 1957, af ter f urther 
difficulties, CPA were awarded a three year agreement at f 12,000 plus ten percent 

of the profits. 119 It fell far short of what CPA had wanted but the board refused 

to countenance continuing as a shareholder. 120 Cowan was voted off Nyanza's 

Board in 1960 and the company was run by a nominee of the Ugandan Development 

114 Board, 45,9/16/56,14 August. 

115 lbid, 13/12/57,25 June. 

116 Ibid, 45,13/12/57,23 July. The first two required special legislation 
agreed in the tri-partite parliament which, given the overt hostility of Kenya and 
Tanganyika, had little chance of success. Nor would he support a tariff increase 
from 12 cents to 70 cents a yard, offering only 50 cents from April 1958. 

117 Ibid. 

118 Board, 46,16/20/57,8 October. 

119 lbid, 9/23/57,19, November. 

120 Board, 47 8/25/59,17 November. 
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Corporation. 121 By this time the government had belatedly introduced tariff 

barriers and Nyanza's fortunes revived accordingly. 

It is difficult to estimate how much CPA lost in the East African venture since its 

failure was not confined to the diminished value of their shares at the time of sale 

to the Ugandan government. CPA also suffered an acute loss of market share in 

East Africa. CPA's monetary losses were confined to the E250,000 initially invested, 

discounted at 50%. Some of this was later recouped under the terms of the 

managing agency. Nevertheless Nyanza was a cardinal disaster which should never 

have been allowed to happen. In their rush to secure yet another oligopolistic 

market position, the directors lost sight of several important objectives. The most 

obvious of these was that they subordinated Nyanza's commercial viability to 

political considerations over which they exercised no control. All the evidence 

suggests that few, if any, of the directors had done their homework. One is left 

wondering what Roger Lee and Robert Cowan were doing on their extensive African 

surveys. Evidently neither cut much ice in Ugandan political circles; nor do they 

seem to have taken the wider political context (the extent of inter- territorial 

jealousy) into consideration when the union with the Ugandan government was first 

proposed. CPA's inability to develop any sustainable distribution capacity, on the 

other hand, was another error which cost them dearly in terms of overall lost sales; 

without this, their managing agency agreement was worth less than it appeared. 

6.5.3 'A Most Unsatisfactory Investment': Jamaica 

The decision to invest E140,000 in the Ariguanabo Co, Jamaica in the late 1940s 

must be viewed within the context of their proposed entry into the American 

market being contemplated at the same time. In September 1949 CPA were 

approached by their bankers Benson, Lonsdale with an offer to invest E50,000 in a 

spinning and weaving plant being set up by a Cuban cotton bleacher. 122 In 

October, the board agreed that in view of a potential move into the US market, the 

investment could prove invaluable. 123 Lee, McCulloch and Hargreaves met with 

representatives of Benson, Lonsdale, the Colonial Development Corporation (CDC) 

and the Hedges Group, Ariguanabo's management company. The latter estimated 

that the Jamaican plant could sell 10 million yards of shirtings, cambrays and 

121 Jbid, 15/8/609 10 May. 

I IN IN Board, 37,15/39/ 49,20 September. 

123 Ibid, 8/40/39,4 October. 
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denims. The Jamaican government promised tariff protection and tax relief in the 

first five years of operations. The total cost of the plant would be E900,000.124 

By January 1950, the CDC had backed out, leaving CPA as the leader of a group of 

British investors with a total 26% stake in Ariguanabo. 125 In March most of the 

contractual points were solved with CPA demanding cloth protection as a condition 

of entry. 126 

Up to this point the directors had taken everything on trust. They had ordered an 
investigation into the Cuban operations of the parent company at the time of the 

initial investigation, but there was no direct examination of the Jamaican market 

beyond what their bankers and the management group provided. They agreed to the 

investment even though Japanese imports in 1950 were greater than Ariguanabo's 

planned production127 and tariff barriers not instantly forthcoming. Perhaps, since 
CPA had at this time no direct involvement in the company technically or 

otherwise, such an investigation was considered unnecessary. It was not until May 

1952 that the bankers reported on the mill's progress. 128 Hargreaves visited 
Jamaica at the end of the year to find sales targets had not been reached and 

distribution in a shambles. 129 The company did have the explicit support of 

Jamaica's Governor who was convinced that the company needed import protection. 

The board considered the first task was to improve distribution, the value of their 

investment would be reduced severely if this was not solved satisfactorily. The 

directors were faced with two options. The first, which had limited support among 

124 Of this amount, 000,000 would be issued as shares and the rest as 6% 
secured notes. The Hedges Group, acting as managers, would invest E550,000 in the 
shares and the British group the remaining shares and all the secured notes. CPA 
and the CDC would take L65,000 in shares and f 75,000 in notes each and Benson, 
Lonsdale the rest (L20,000 and E50,000 respectively). Ibid, 1/52/49,8 December. 

125 CPA's financial commitment remained unaltered but their share allocation 
was changed to f 40,000 in notes and f 100,000 in shares. CPA also secured the right 
to nominate two of the three British directors. Board, 38,16/14/50,24 January. 

1-26 Ibid, 14/12/50,7 March. On 18 April the first installment was sent to the 
bankers and Lee and Hargreaves were appointed to the board. Ibid, 12/19/50. 

127 lbid, 10/7/50,7 February. 

128 The building was sound but the management was poor. Board, 41,9/12/52, 
6 May. 

129 Only one distributor in three was prepared to support Ariguanabo, and all 
"8/52,4 November. opposed the limitation of Japanese imports to 10 million yards. Ibid, 12, ', 2 
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the key directors, was to establish CPA's own distribution capacity in the form of a 

Lebel company to market both CPA's imports and the Ariguanabo's products in 

parallel. 130 This plan was abandoned. 131 The alternative was to secure the 

services of an outside distributor. In February 1954, ER Hanna, offered to buy into 

Ariguanabo for L250,000 (either in new shares or old ones) in return for sole 

distribution rights. This option was also turned down. 132 

In April 1954 CPA took a significant step. They agreed with the Hedges Group to 

assume managerial responsibility for Ariguanabo. 133 They appeared to h9ve the 

support of the Jamaican government which commissioned a report from a consultant, 

JW Yaxley, praising the factory and its products but criticising the management 

and the lack of market research. Losses for the year 1953-54 were E62,000 and the 

total debit to the company was E232,000.134 Ariguanabo's finance needed 

restructuring since its working capital supply was exhausted. CPA and the other 

British participants agreed to subscribe a further E100,000 while in return the 

Hedges Group agreed to extend its loans. In May, after a meeting with Dayton 

Hedges in London, the British consortium issued him with f 100,000 in debentures as 

security for his loans and as payment for sufficient Hedges shares to give the 

British group overall control. In Jamaica, the government imposed temporary import 

restrictions while Yaxley's report was put into operation. 135 

The reasons for this decision were never fully explained. There is no doubt that 

CPA's overriding motivation for investing in Jamaica was pecuniary rather than 

commercial. The directors believed they could make a profit at Ariguanabo on 50% 

capacity. 136 When negotiating with Hedges in London, the board refused to limit 

their option on Hedges' shares to four years because they hoped the value of their 

130 lbid, 11/l/53,1 January. 

131 Quite when this decision was taken is unclear. 

132 The directors were worried that E250,000 worth of shares at their current 
value, 141-, would give him over 51% of the equity and de facto control but for the 
British group's A shares. Board, 42,11/4/54,16 February. 

133 Ibid, 8/9/54,27 April. 

134 Ibid, 11/8/54,13 April. 

135 Board, 43,12/11 ý54,25 Maý'. 

136 Board, 42,8/9/54, op cit. 
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shareholding to rise (at that time they were trading at a discount of 30%). And yet 

by 1954, the directors were no longer interested in exploiting the commercial 

potential of the American market and were wavering on the issue of whether to 

invest in a distribution network in Canada. Moreover the board were agreed that it 

would be unwise to erect a printing plant as the Jamaican market was too small. 

Before June, the directors were confident they had the support of the Governor; 

when Lee visited Jamaica in May, he found him most helpful. 137 Nevertheless, the 

board were taking on management responsibility for a firm which had no effective 

distribution network to speak of and which was commercially at odds with CPA's 

current export strategy. 

The support of the government was critical, but ran into immediate problems. The 

temporary import restrictions caused a storm in both the press and the Jamaican 

Parliament. The government was facing a general election and its support for 

Ariguanabo waned dramatically. The promised import restrictions did not 

materialise. They offered a 25% import quota for two years. CPA gave Hedges an 
immediate credit of E10,000 against deliveries to prevent the company becoming 

insolvent. 138 Hargreaves recommended suspending operations until Yaxley's report 

was implemented in full. The following month they lobbied to have Yaxley made 

MD, a move bitterly contested by R Wightbourne, MD of the Jamaican IDC. 139 

Some grievances were resolved; 140 but the central issues of finance, protection and 
distribution remained. The company's strategy was confused. Its distribution was 

stunted and its export capacity negligible. Bayliss, the new MD, introduced savage 

economies by sacking all the European technicians. In March 1956 it seemed 

evident that the Hedges group wished to withdraw. Hargreaves advised against 

buying them out: he reckoned their value to be only 6d a share. Ariguanabo was, 

as he laconically remarked, 'a most unsatisfactory investment'. 141 

137 Board, 43,12/11/54, op cit. 

138 Ibid, 11/12/54,22 June. 

139 It is a measure of CPA's desperation that they were prepared to alienate 
the JIDC to get Yaxley appointed. In the meantime Hedges accused CPA of 
temporising while CPA told the Jamaican government that a 25% quota was 
insufficient. Board, 43,12/15/54,3 August. 

140 Behind the sceneg at a GATT session in London, CPA dropped its tariff 
demands in return for securing Yaxlev"s appointment. lbid, 12/2 1/54,12 October. 

141 Board, 44,12/6/56,13 March. 
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It remained unsatisfactory for another four years. Why CPA persisted 'kh'ith it is a 

mystery. Liquidation was raised as a serious possibility in January 1957.142 

Certainly there appeared little prospect of the investment adding any appreciable 

value. The following February, Cowan estimated that the fixed assets were worth 
25% of their original cost ensuring that any sale would reap little financial benefit 

for CPA. 143 The board continued to clutch at straws. That year Balyliss' 

replacement as MD, JW Millichamp impressed Cowan as efficient. It also looked as 

though Bayliss' cost-cutting strategy had paid off, for Ariguanabo registered its 

first profits. 144 

CPA quit Jamaica in 1960 when the secured notes were due to be redeemed. On 10 

May, the board was informed that Hedges had bought all the shares for 7/6d each, 

a sum of E37,500-145 Jamaica was a disaster but one perhaps not as severe as the 

debacle in Uganda. The company's monetary loss was not great (approximately 

E60,000), but the incidental cost to CPA was beyond valuation. The Jamaican 

venture was undertaken for mostly financial reasons; the commercial considerations, 
how this investment fitted into CPA's overall foreign strategy, were marginal to 

begin with and soon shrank to nothing once the decision to avoid the USA and 

postpone setting up in Canada was taken. 

Jamaica was, therefore, a very odd investment indeed, and the board's persistence 

with it, even though the likelihood of any value accruing always appeared remote, 

odder still. Jamaica failed because the directors made some very elementary 

mistakes. They took the risks on board at their face value and never invested in 

primary market research which would have guided their decision making better. The 

directors remained timid in the face of distribution problems. They were more 

concerned to protect control over the project to admit outsiders and lacked the will 

to establish a distribution network of their own. They never grasped Ariguanabo's 

strategic muddle, perhaps not surprisingly, given that they assumed managerial 

control very reluctantly. Once again, the board was slow to take account of the 

political factors involved once they had assumed control. 

142 Board, 45,8/2/57,22 January. 

143 lbid, 14/3/57,5 February. 

144 Board, 46,12/25/57,17 December. 

145 Board, 47,17/18/60,10 May. 
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6.6 Conclusion 

The history of CPAs post war investment decisions shows that they relied too 

heavily on the oligopolistic, mass market strategy for which many of the plants 

were simply not suited. Their success or failure was often determined by factors 

lying outside the directors' control. More importantly, it became increasingly clear 

in the 1950s that protecting colonial markets in this manner was not enough. 

Empire, once thought a safe haven, had proved very costly indeed. 

These adverse factors were, however, often clouded by the lack of information 

provided for or demanded by the board, on which to base their judgement. The 

board's command of information was poor. This was particularly evident in Jamaica 

where there was no market investigation until two years after the initial investment 

was made. These errors of judgement were compounded by a reluctance to exit the 

market and cut their losses. In East Africa, the lack of information came packaged 

with a degree of political innocence remarkable even by CPA's standards. The early 

negotiations with the Ugandan government were carried out largely by CPA's 

technicians who carried less weight than the directors. The directors themselves, 

however, made no more progress politically than their subordinates. 

But the directors' most grievous error was that they learned nothing from their 

misfortunes. At about the time that they were considering liquidating their holdings 

in Uganda and Jamaica, they were embarking on similar ventures in Nigeria and 

Ghana, using the same strategic criteria and the same means of assessing risk. This 

in itself is powerful evidence of a deep rooted strategic malaise at the heart of the 

organisation which by the late 1950s had developed into a sclerosis. The directors 

were still applying the same models of competition to overseas markets in the 1950s 

as they had in the 1930s; they still thought in terms of overseas plant occupying 

oligopolistic positions in shrinking native markets; they made little attempt to build 

on their strengths in the UK (Terylene and special finishes) and most significantly 

of all made no lasting investment in distribution or brands. The severity of this 

strategic illness can be gaged by the panic reaction to the collapse of the printing 

market in 1961. 



7: Opportunity Spurned 1940-1960 
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7: Opportunity Spurned 1940-1960 

7.1 Introduction 

In the 1940s, the board embarked on a strategy of greater vertical integration, 

diversification into related businesses and organisational reform. Much of the 

impetus for change came from developments in the market which were building up 

the pressures for integration of some degree. However, the full force of change 

was muted by the need to plan the wartime economy; CPA was effectively granted 

the control of supply conditions for which it had consistently campaigned for most 

of the 1930s. The uncertainty caused by the war ensured that CPA's strategy 

emerged molded by circumstance. In 1940 the board, prompted by Lee, looked likely 

to break with the past and pursue and independent strategy based on individual, not 

collective, action. Once the government had granted CPA the security of 

production it demanded, and once the post-war boom began to take hold, all 

pretence of a market-based strategy was abandoned. 

In the 1950s, however, CPA stagnated. Despite increasing international competition 

the directors were slow to create flexible strategies that played to the company's 

strengths. They were even slower to foresee the onset of international competition 

in the domestic market. And yet the 1950s was also a decade of opportunity. As 

the market became more hostile, the number of UK based competitors dwindled, 

while the power of the merchant converters was fractured and diminished. For UK 

manufacturers, competing with foreign producers on cost was no longer a viable 

option, leaving them with the choice of concentrating on niche product markets, 

increasing product and service value, or face insolvency. Under these conditions, 

CPA appeared to be very favourably placed. It manufactured high value prints with 

special finishes which were rivalled by only a few other manufacturers. It had the 

resources to invest in new technology and further product research and 

development, alternatively, the money was available for investment in diversification. 

Its printed textile brands, Cepea, Calprina and Calpreta, were some of the best 

established in the domestic market. Moreover, in terylene, it had a product with 

enormous commercial potential. 

Whatever advantages CPA appeared to have at the beginning of the decade were 

severely depleted by the end of it. Although market and competitive conditions 
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altered significantly, a slump in 1952 was followed by inexorable decline, CPA's 

strategy and asset base changed hardly at all. There was little or no investment in 

either new capacity, technology, brands, products, finishes or better services. 

Reductions in capacity were at best marginal. The commercial, as opposed to the 

pecuniary, potential of Terylene was almost wholly dissipated. Abroad, as we have 

seen, the opportunity to build integrated manufacturing and distribution capabilities 

was not grasped. Instead, the directors affirmed the strategic agenda laid down in 

the 1940s, trying to fill productive capacity with own brand merchanted cloth and 

increasing CPA's retailing outlets by investing in further shop chains. In 1961, 

when demand for domestically manufactured prints collapsed, the board was left 

dispirited and in despair. What had gone wrong? 

The directors chose to preserve the status-quo for two reasons. They subordinated 

all decisions regarding the level and focus of productive capacity to the wider 

politics of excess capacity within the cotton industry and calico printing as a whole. 
The government's attack on restrictive practices in the industry, highlighted by the 

Monopolies Commission's report on calico printing of April 1954, caused widespread 

outrage and two years of quite fruitless negotiations. It is significant that although 

the directors were aware of both the investigation and, presumably, its conclusions 
in advance, they took no premeditated action to forestall its effects. Non- 

competitive advantage in the domestic market was so ingrained in the directors' 

psyche that they could not contemplate a world without it. In 1959, when the 

government conceded Lancashire's demands for a subsidised buy-out of excess 

capacity, CPA waited to view the outcome even though the Cotton Industry Act's 

focus was directed more towards the spinning and weaving sections of the industry 

(Miles 1968). Waiting for either the Federation of Calico Printers or the 

government to come up with acceptable solutions wasted valuable time, blunted the 

board's responsiveness and led to the critical surrender of commercial initiative. 

This habit, entrenched since the 1930s, became endemic. 

The other reason why the directors did little to change CPA's strategic direction 

was that, in one important respect, they did not perceive any need for it. 

Financially, the company did much better in the fifteen years following 1945 than in 

the ten years preceding 1939. For most of the war, CPA and other calico printers 

worked within set production quotas which were maintained in some form up to the 

mid 1950s when thev were specifically forbidden by the Monopolies Commission 

Report into Calico Printing (Monopolies Commission 1954), and this in a period of 

expanding demand from 1946 to 1952. The security this afforded CPA was 
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translated into renewed profitability. In 1945, for example, the profits earned from 

commission printing were over E450,000 and in the following year were E534,000. By 

the mid 1940s, profits were sufficient to enable the arrears in the preference 

dividend, dating from 1938 to be paid in full, representing an outlay in excess of fI 

million. The board felt sufficiently confident to resume paying an ordinary 

dividend in 1947 (5%, or E100,000), the first since 1929. Despite cyclical and 

declining demand in the 1950s, CPA never made a pre-tax loss (see Table 7.1 belo%v); 

and by the end of the decade, profits on ordinary activities were boosted by the 

rapidly increasing terylene royalty income. The board therefore felt able to 

recommend dividends of between 10-15% of after-tax profits from 1950 to 1959, 

topped up with bonuses in 1958 and 1959. 

Table 7.1 Profits and Dividends 1945-1959 

Date Profits Dividends 
(is) M) 

1945 308,119 0 
1946 313,611 0 
1947 4071,237 5 
1948 429,701 5 
1949 436,150 8 
1950 771,814 121 
1951 951,564 121 
1952 466,319 12f 
1953 216,255 12+ 
1954 274,587 15 
1955 394,973 15 
1956 538,041 na 
1957 750,598 15+71 
1958 601,116 10+ 1 2f 
1959 232,431 71+15 

Source: CPA annual reports. 

In theory, this renewed financial security gave the board a much greater degree of 
freedom than it had ever enjoyed in the 1930s. If the postwar period, particularly 

the 1950s, could be thought of as a time of opportunity, the directors largely 

ignored it and concentrated on old policies. The directors perceived there was no 

need for change, while relative prosperity did nothing to create a sense of urgency. 
This led to sloppy strategic thinking. Whenever the board came to review strategy 
it was always in response to a calamitous market event, such as the textile slump 



19- 

of 1952, or the collapse in print demand in 1958. Even so, the alternative courses 

of action laid before the board were admitted or rejected according to whether they 

conformed to the strategic formulae laid down in the 1940s: when Hargreaves put 

forward a plan to concentrate on adding value and service, l it found little favour 

with his colleagues. The directors appeared united in a complete lack of strategic 

vision. 

7.2 War, Surge and Slump In the Calico Printing Market 1940-1960 

The post war boom in textiles came to an abrupt halt in the slump of 1952. The 

signals that the market was overbought became evident in July 1951 and by 25 

September merchant bookings were at an all time low. 2 Although it was evident 

that most merchants were cutting back on their stocks, Thomas went to the Board 

on 4 December 1951 and asked for a further increase in his department's cloth 

capital limits from L5.75 million to L6.5 million. 3 Thomas had no trouble in 

persuading his colleagues: Hargreaves felt they were good proposals and noted that 

he was not worried about individual sections making losses so long as the overall 

results were satisfactory. 

By April 1952 the full extent of the collapse became known. In the light of market 

signals, the decision in December to increase cloth capital limits seemed quite 

unjustified. Print production fell by 50% from 180,000 pieces per week to 90,000 
4 pieces. The level of stocks rose to a peak of L4.6 million in May. 5 The overdraft 

I Board, 44,7g/12/56,19 June. 

2 Board, 41,19/21/51,25 September. 

3 lbid, 19/28/51,4 December. A fortnight later Thomas defended his request 
in terms of an obligation to the rest of CPA's manufacturing capacity, notably the 
mills, which produced part of the merchant departments' standard cloth requirement. 
lbid, 13/29/51,18 December. 

lbid, 13/23/52,23 September. 

5 Ibid, 8/13/52,20 May. This peak was caused not merely by the slump. 
Some 25% of the total was destined for Australia, a market which had been 
cultivated in order to iron out some of the seasonality inherent in merchanting. 
The Australian government responded to the collapse in demand by refusing to grant 
CPA a cotton import quota. Further stocks proved unsalable due to the end of 
clothes rationing and the cessation of the government's utility programme. At the 
stocktake of December 1951 fO. 4 million was written down; a year later this had 
trebled to f 1.2 million. At the beginning of 1953 stock values were still running at 
0.8 million. Stocks were constantly monitored and reduced to roughly fI million 
throughout the rest of the decade. 
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stood at J705,000 and trade debtors were the worst since 1921.6 The mills and 

printworks were put on short time working. In his review of the situation, Thomas 

described it as "worse than a slump". 7 

Thereafter output in the UK calico printing industry declined in the 1950s from 501 

million yards in 1953 to a low of 337 million yards in 1961. Between 1950 and 1961 

output averaged 432 million yards per annum, and output remained steady around 

400 million yards or better for most of the 1950s, dipping below this figure in 1958, 

1959 and 1961 (see Table 7.2 below). Immediate post war demand swelled for six 

years until 1951-52 when demand collapsed and production fell from 667 million 

yards to 449 million yards. Even at its peak, the highest level of output in the 

post-war boom failed to match the levels recorded for 1937,720 million yards; after 

1952 output levels ran at only 60% of this pre-war figure. Part of this collapse was 

accounted for by the decline in printed rayon output (excluding rayon-cotton mixes) 
from 157 million yards in 1950 to 49.8 million yards in 1961. Rayon's share of total 

calico print output declined over the same period from 24% to under 14%. 

Table 7.2: Calico Printing Output 1950-1961 (Million Yards) 

Year Cotton Rayon Others Total 

1950 465 157 23 645 
1951 463 180 24 667 
1952 302 128 15 445 
1953 363 120 18 501 
1954 358 119 19 496 
1955 332 108 19 459 
1956 318 96 16 430 
1957 322 76 16 414 
1958 276 52 15 344 
1959 314 51 16 381 
1960 335 50 22 407 
1961 268 46 22 336 

Source: Cotton Board, Quarterly Statistical Review. 

The sources of international competition in the 1950s were little different to those 

before the war. The Germans and particularly the Japanese rebuilt their textile 

6 Ibid, 6/9/52,1 April. 

7 Ibid, 18/10/52,22 April. 
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finishing industries with remarkable speed. Restraints on Japanese competition, 

either formal treaties or simple protective tariffs, slowed their re-entry into some 

markets, but not others. In the Belgian Congo, one of CPAs most important post- 

war markets, the Japanese gained a quick re-entry due to the continuing validity of 

a mutual trade treaty signed between Japan and the Congo in the 1930s. For many 

calico printing firms, including CPA, the focus of their business was directed 

towards export markets and the exclusion of British firms from some formerly 

important markets (Egypt, India, Indonesia etc) was compounded by increasing 

Japanese competition. 

The decline in calico print demand, caused largely by falling exports, led to an 

increase in excess capacity. Figures released by the Cotton Board between 1950 and 

1957 showed a decline in capacity employed from a peak of 91% in 1951 to 51% in 

1957 when the figures were discontinued. Employment in the industry did not 

decline so rapidly. In 1951, the industry employed nearly 12,440; by 1961 this figure 

had fallen to 8,370 (see Table 7.3 below). Machine printing productivity, calculated 

on a single shift basis declined from nearly 53,000 linear yards per worker in 1950 

to a little over 40,000 yards in 1961, at a time when spinning and weaving 

productivity per operative was improving (Singleton, 1985). 

Table 7.3: Employment, Productivity and Capacity 1950-1961 

Year Employees 

1950 12220 
1951 12440 
1952 10440 
1953 10810 
1954 10720 
1955 10660 
1956 10090 
1957 9840 
1958 9180 
1959 9330 
1960 9720 
1961 8370 

Productivity Capacity Empd 

52782 88% 
53617 91 
42528 61 
46345 69 
42537 69 
43058 65 
42616 63 
42073 51 
37472 na 
40836 na 
41872 na 
40143 na 

Source: Cotton Board, Quarlerly Staiislical Review. 

If the loss of overseas markets prompted the first wave of closures in the 1950s 
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(2000 employees left the industry after the slump of 1952), in the late 1950s, 

domestic firms started to suffer from increasing import penetration as well. Table 

7.4 below shows that the pace of import growth was particularly striking. In 1956, 

the first year that the Cotton Board recorded statistics, printed cotton imports were 

running at 3% of total domestic output and printed rayon imports at 2%, giving a 

total import penetration of about 3%. By 1961 a total of 42 million square yards of 

printed cottons and 14 million square yards of printed rayons were imported, 

representing 16% and 32% of domestic production respectively. 

Table 7.4: Imports as a Percentage of Domestic Production 
1956-1961 (Million Square Yards) 

Year Cotton % Rayon % Total % 

1956 10 3 2 2 12 3 
1957 12 4 3 4 15 4 
1958 11 4 5 10 16 5 
1959 19 6 11 23 30 8 
1960 36 11 16 33 52 13 
1961 42 16 14 32 56 18 

Source: Cotton Board, Quarterly Statistical Review 

Unable to compete on price, and lacking the resources to diversify into other areas, 

many British calico printers went bankrupt. The precise number of insolvencies is 

difficult to determine, figures show that in the finishing industry generally, some 28 

firms were declared insolvent between 1959 and 1959.8 In printing itself, some 
famous names left the industry, including Steiners and Marsdens (Clayton) in 1955.9 

CPA bought out part of Blue Printers and all the issued capital of UTR in 1959. 

When the Federation of Calico Printers met in 1958 to discuss the government's 

plans for rationalising the cotton industry, there were barely 20 members present. 

After the 1959 Cotton Industry Act, a further 29 finishing firms left the industry 

(Miles 1968: x). These forces had a similar effect on merchant converters whose 

numbers declined in the 1950s. Those that survived, like the United Africa 

Company, did so by becoming market specialists, shifting the focus of their 

8 See Ormerod (1963). p. 13. 

9 Board, 44,13/23/155, 29 No-vember. 
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operations away from Manchester to concentrate on their chosen markets. The 

processes which had begun in the interwar period were accelerated in the immediate 

post-war era. 

After the slump of 1952, domestic manufacturers had to contend not only with 

increased international competition but also variable demand. The emphasis switched 

away from manufacturing to predicting levels of demand and satisfying customer 

orders, thereby increasing returns to those firms willing to invest in shorter 

delivery lead times and quicker repeat ordering. Managing stock risks effectively 

became increasingly important. Customers usually ordered two seasons in advance, 

orders which could be cancelled if demand suddenly declined. Prices were likewise 

determined at the time of sale not at the point of ordering. Swings in market 

demand were hard to predict but were often compounded, in the case of fashion 

goods, by bad weather or by shifts from rayon into cotton. The popularity of dyed 

fabrics held up strongly in the 1950s, putting further pressure on print 

manufacturers. 

7.3 Domestic Competition and Deregulation 

In the 1950s many aspects of CPA's way of competing in the domestic market were 

affected by direct government intervention. The calico printing industry was 

effectively de-regulated by the publication of a Monopolies and Restrictive Practices 

Commission (MRPC) report into the process of manufacture and selling in April 

1954. The MRPC had been investigating the industry since June 1951 and its 

findings, that the Federation of Calico Printers' P&Q scheme and its minimum price 

list which underwrote it, were contrary to the public interest shocked an industry 

grown used to covenants, gentlemens' agreements and general restraints of 

competition at the margin. The MRPC Report was one act in a series of measures 

aimed at restrictive practices in textiles. 10 The Restrictive Practices Bill 

convinced CPA in 1956 to terminate its closed works and overlapping agreements 

with BDA and BA. 1 I 

10 In 1958 the Restrictive Practices Court ruled against the price agreements 
maintained by the Association of Ring Spinners. Those with access to government 
departments, such as Sir Raymond Streat, were aware that but for the slump of 
1952, the Ring Spinners' agreement would have been dismantled earlier. This was 
an important decision for it- put the burden of shock on the 1954 Calico Printing 
Report. 

II Board, 44,5/5/56,28 February. 
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The calico printing industry"s response to the MRPC Report was predictable 12 and 

wholly understandable. The wider reaction of many within the cotton industry, even 

amongst those smaller firms which had traditionally been suspicious of combines 

such as CPA, was likewise one of shock. Raymond Streat, chairman of the Cotton 

Board spoke for many when he wrote in his diary, 

"I really was astonished. I had thought for weeks or months past that the 
Commission would find little to condemn in the practices of the Calico 
Printers Federation and I had expected their Report to be mostly a few 
criticisms and a few conditions which they must henceforward observe. 
What I found was that they were recommending that the Price Ring and 
the Pool and Quota Scheme be forthwith abandoned ..... [and] the Act 
setting up the Monopolies Commission provided that by an affirmative 
resolution of both Houses a statutory injunction could be applied to the 
Federation to 'cease and desist. This took my breath away. I did not 
think anybody in Lancashire would have expected such a result" (Dupree 
1987, ii, 717-8). 

There were two basic reasons why calico printers and other businessmen in the 

cotton industry reacted to the Report as they did. The first reason was that the 

legislation on which reports, such as that into Calico Printing, was based was a new 

phenomenon in British business. Earlier attempts to limit monopolies and restrictive 

practices in the 1920s came to nothing and British anti-trust law remained retarded 
in comparison with practice in America which had outlawed certain types of 

monopolies in the Sherman and Clayton Acts of 1980 and 1914 (Hannah 1983,41-6). 

Moreover, although in general successive interwar governments remained aloof from 

the process of either promoting or hindering cartels, particularly in the 1930s, the 

depression and its effects on certain heavy industries led to a series of specific 

statutory interventions. In cotton, the most notable of these was the Spindles Act 

of 1936. Both this, and the earlier formation of the Lancashire Cotton Corporation 

in 1929, had been prompted by local banks keen not to see their debtors disappear 

entirely (Bamberg 1983). In CPA's case, some practices which were specifically 

condemned by the Report, such as the tying out agreements between CPA, BDA and 

BA, had been in existence since 1912 or even earlier. As Streat noted in a private 

letter to Sir Maurice Dean, "the vast bulk of the finishers have been under price 

rings for more than twenty-five years" (Dupree 1987, ii: 719). 

1-1 ý Ferguson declared that the Report displayed "a complete lack of 
understanding of the problems of the industry". Board, 43,10/10/54,11 Mav. 
Negotiations with the Board of Trade proved quite fruitless, but the industry only 
accepted the Report"s conclusions after the BoT applied for a statutory order to 
enforce compliance. Board, 44,8/22/55,15 November. 
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The second reason for the shocked reaction to the Report was its comprehensive 

condemnation of all industry practices. Within the industry, these consisted of two 

major and interlinked elements: the P&Q scheme and the minimum price lists. The 

1949 P&Q scheme was an extension of the nucleus factory system which had 

operated during the war, and could not be called either novel or unknown to 

central government. What hurt the Federation and its members most was that when 

the scheme was devised, the Board of Trade, while giving only reluctant consent to 

it, did admit that the legislative basis for the scheme (the 1936 Finance Act) was 

sound and the principal objections came not from Board officials but from the 

Inland Revenue. 13 The Federation was fully aware of the potential effects of the 

Monopolies legislation on their proposals and felt that a moving quota of +/- 10% 

would be sufficient to meet the Act's main provisions. 14 The system of 

recommended wholesale prices certainly annoyed many merchants but the Report put 
forward little actual (as opposed to theoretical) evidence to support its case. 15 

And, as Streat again pointed out in the same letter to Dean, the practice did 'take 

some of the anxiety out of buying' (ibid, 719). It could be argued that it offended 

the public interest no more than ordinary retail price maintenance which persisted 
in most retail outlets until the early 1960s. 

If price rings were contrary to the Public interest, then the Report's condemnation 

of the P&Q scheme went much further. Of course, the P&Q scheme had only been 

accepted within the Federation (and not least by CPA) on the understanding that 

minimum prices were to be included as part of the deal. But the industry had 

greater justification in arguing (as it did for the next two years) that the prime 

purpose of the scheme was to increase the industry's international competitiveness 

by eradicating as much excess capacity as possible at minimal cost to all parties 

concerned and at limited cost to the government (mostly in the form of some 

marginal tax losses). Earlier precedents, notably the Crepe Dyers scheme in the 

1940s (although admittedly limited in its scope), showed that such private sector 
initiatives could work, 16 and were perhaps more effective in their aims than 

13 Board, 35,14/22/48,10 August. 

14 Board, 36,20/l/49,4 January. 

15 A thorough search of the relevant BT files in the Public Record Office for 
surviving evidence of customer complaints proved drew a blank. 

16 lbid, 3/13/49,22 March. 
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publicly sponsored buy-outs such as the 1948 Cotton Spinning (Re-Equipment) Act 

which, of course, did not apply to the finishing section of the industry in any case 

(Lazonic 1983; Miles 1968). 

Whatever the reactions to the MRPC report, industry practices were forced to 

change, although the dire disruption which the Federation predicted did not happen 

(Rowley 1968). The minimum price lists were immediately replaced by voluntary 

ones and in general the printers stuck together and adhered to these lists unlike 

the dyers where competition soon broke out for the largest share of total finishing 

output. The significance of the Report for CPA lay in the question of overall 

capacity. The directors viewed the fate of CPA's printing plant within the wider 

context of excess capacity generally, and had done so for at least twenty years. As 

far as the directors were concerned, the abolition of the P&Q scheme left "the 

major problem of redundancy unresolved". 17 The negotiations with the Board of 

Trade coincided with doubts about the level of commission print demand and delayed 

a decision on the closure of capacity for at least twelve months if not longer. 

If private buy-outs (with incentives) were not to be allowed, and given the 

government's insistence on Commonwealth preference as an article of faith, 18 it 

was perhaps inevitable that further central assistance to the cotton industry would 
be forthcoming. Cotton was the last of the UK's former primary industries to 

escape nationalisation. The 1959 Cotton Industry Act19 led to the realisation of a 

strategy within CPA which until 1959 had been only latent. In the strategy debates 

of 1959, Hargreaves argued that under certain circumstances CPA might have to 

solve the problem of excess capacity by buying out other firms. In 1959 it 

exploited the terms of the Act to buy out UTR (for EO. 5 million) and to bid 

unsuccessfully for Bollington Printers Ltd. In the 1960s, this grew into mainstream 

strategy. More importantly, the directors delayed any decision on the correct level 

of printing capacity until the terms of the Act had run their course. By 1961, the 

17 lbid, 8/22/55, op cit. 

18 Import duties on Commonwealth textiles were not imposed until 1973. 

19 This was the last attempt by any government to use statutory measures to 
solve the cotton industry's adjustment problems. It was first envisaged as a means 
to help firms re-equip. Later the government added a scheme by which firms could 
quit the industry if they so. wished. It was not principally designed to help the 
finishing section of the industry and a redundancy scheme for calico printing was 
only devised at the last minute. The provisions of the Act ran until 1961 when the 
money borrow for re-equipment would have to be repaid (Miles 1968, passim). 
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bottom was dropping out of the print market generally, leaving CPA with severe 

excess capacity. Had the legislation not existed it is possible (although CPA's past 

record on this issue was not encouraging) that the board would have sanctioned 

cuts earlier. 

By the end of the 1950s, therefore, the old cosy world of price agreements, 

production cartels, with some limited movements towards reductions in capacity, was 

over. As far as CPA and other finishing firms were concerned, the possibility of 

meeting international competition from a basis of stable domestic supply was 

completely undermined by government legislation in the 1950s. Under the old 

system, the focus had been on stable prices and reducing capacity at the expense of 

cost competitiveness or differentiation through service and special products. Having 

effectively won British company's former export markets on the basis of price, 

foreign manufacturers turned their attention to conquering the unprotected UK 

domestic market. Those companies like CPA which turned their attention to cost 

competitiveness only at the end of the 1950s found themselves at a significant price 

disadvantage in the face of cheap Commonwealth and Japanese print imports which 

only underlined the long-term weaknesses of adhering to gentlemen's agreements. 

In this respect, it was largely irrelevant whether or not the MRPC's report was an 

accurate analysis of the industry's conduct. What mattered was that there was no 

appeal against the Report's conclusions and recommendations. Whatever quid pro 

quo the government was prepared to offer in the form of state aid for the industry 

was small change in comparison with the security which the calico printing industry 

had supposedly lost. In fact, subsequent events quickly revealed this security to be 

little more than a dream. It is a fair guess that, given the price differentials 

between domestic and foreign prints at the end of the 1950s, the Federation would 

have collapsed in the face of a flood of imports in much the same way as it had in 

1928-32 on the issue of price freedom in colonial markets, regardless of the Report. 

And indeed, that is precisely what happened at the beginning of the 1960s. Price 

agreements and quota sharing without greater efficiency contained within themselves 

the seeds of their own destruction. 

7.4 Vertical Integration vs Di%ersification 

In only a very limited sense can CPA's 1940s strategy be described as a policy of 

vertical integration. There was some movement towards integrating upstream 

activities, most notably the ýompany's spinning and weaving production, with its 

merchanting output. The opportunity to develop a fully integrated merchanted cloth 

strategy was limited by wartime constraints, particularly on the supply of cloth, 
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which CPAs meager spinning capacity on its own could not solve. 20 By 1949, 

CPA's total merchanting output was barely I million yards, only an eighth of total 

commission print output. Moreover, although the directors invested considerable 

sums in downstream activities, notably making up and retailing businesses, there is 

little evidence to suggest that this was part of a sustained strategy of integration 

and more of a case of opportunistic investment in assets with highly desirable rates 

of return. 

During the war, large sections of British industry, including calico printing, were 

brought under the control of the government. CPA did very well out of the war and 

the post-war boom that followed. When the Board of Trade issued the certificates 

for nucleus status in early 1942, CPA received one for each works except 

Bingswood. 21 In addition, under the terms of a concentration agreement negotiated 

throughout most of the preceding year, CPA attracted a large group of firms, some 

25 in all which were mothballed for the duration of the war and received a 

production quota of 41.88%. 22 

These agreements, notably the pool and quota scheme which persisted in one form 

not just for the duration of the war but for the rest of the decade, had significant 

consequences for CPA's wartime and post-war strategy. As in 1916 with the 

creation of the FCP, CPA gained a measure of stability in both price and quantity, 

giving it a sound financial base on which to build other strategies. Although the 

revival of demand after 1945 simply restored output to the levels recorded at the 

beginning of the war, the level of prices and CPA's guaranteed quota reversed the 

cycle of unprofitability in commission printing at least (Table 7.5). 

20 CPA's mills manufactured approximately 10-15% of the merchant 
departments' cloth requirements in the 1940s. 

21 Ibid, fol 54.1, letter BoT to CPA, 27 January 1942. 

2 111 d- lbid, list of concentrated vvorks, 18 February 1942. 
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Table 7.5 Branch Statistics 1939-1949 (Thousand Pieces) 

Date Commission Merchanted Commission Merchanted Total 
Prints Prints Dyes Dyes 

1939-40 8310 1871 603 198 10982 
1940-41 5532 1508 474 144 7658 
1941-42 3741 874 391 82 5088 
1942-43 4552 602 468 89 5711 
1943-44 4851 636 373 66 5928 
1944-45 4101 685 376 55 5217 
1945-46 4550 678 402 67 5697 
1946-47 5575 664 440 83 6762 
1947-48 7391 913 450 92 8846 
1948-49 8740 1022 477 110 10349 

Source: Secretariat, Boxes 1223/4, fol 2. 

In 1939-40, CPA printed 8.3 million pieces, and merchanted a further 1.8 million 

pieces; 603,000 pieces were dyed on commission, mostly at Chadkirk, and 198,000 

dyes merchanted. The full effects of wartime regulation were not felt until 1941-42 

when CPA was printing less than half of the 1939-40 total of prints on commission. 

A year later, the volume of commission print business revived but the number of 

pieces merchanted collapsed to one third of 1939-40 levels, where it was to remain 

for the rest of the war. The number of commission dyes held up at around 50% of 

the level in 1940 but the number of merchanted dyes fell off to only 55,000 pieces 

in 1944-45. The scheme therefore not only stabilised commission print output, it 

increased its significance to CPA in terms of its value. The shorter runs 

necessitated by the scheme lead to increased costs per piece, but this was more 

than compensated for by the level of Federation prices. Such was the value of 

commission printing to CPA at this time that between 1939 and 1945 average profits 

were 000,000 whereas between 1928-1945 the figure was only f200,000.23 

The stability and profitability of commission prints in the 1940s actually created 

considerable dilemmas for any expansion of own-brand output. Clearly, the market 

trends in both the volume and the nature of demand were readily apparent. 

Commission printing production had declined from 27 million pieces in 1928 to 15 

'13 'A' Committee Report, Board, 31,28 August 1945, p. 123. 
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million in 1942,24 mainly under pressure from cheap lower cost goods manufactured 

in Europe and Japan. This decline in volume production, much of which was 

destined for foreign markets, was accompanied by changing taste at home from 

loose prints sold in the piece to ready made up goods bought in dress and other 

clothes shops. Although in theory own branded productions carried higher margins, 

no strategy based solely on merchanted prints was ever likely to succeed, 

particularly under wartime conditions, if only because the scale of operations was 

too small. This meant that some reliance on commission printing would continue for 

the immediate future, calling into question any strategy based on vertical 

integration. 

In 1942, however, the aim was clear enough, that by "building up an ostensibly 

independent, semi-vertical organisation ... will ultimately be big enough, when taken in 

conjunction with the Cepea Fabrics Trade, to enable the Association to adopt a 

more independent policy with regard to commission printing". 25 In late 1942, 

merchanting was only 2.3 million pieces but the committee planned to add another 

2.7 million pieces to merchanting turnover, of which 3.5 million would be under the 

Cepea brand name and the rest sold by CPA's merchanting subsidiaries. The total 

cost of these proposals was estimated to be fl. 7 million. Two years later, in May 

1944, Lennox Lee drew up a more detailed memorandum laying down more precise 

targets. Lee considered that the department should aim for a total turnover of 

L5.25 million, or 3 million pieces printed and a further half million dyed. These 

targets, more modest than those proposed by Hugill, were to be achieved over a 

period of five to eight years. Lee broke the market down by geographical area, 

measuring the planned turnover against an average of three (unspecified) pre-war 

years. Turnover in the domestic market would be doubled from El million to E2.5 

million, and export markets similarly expanded from just over fI million to f 2.4 
26 million. 

The programme, which remained at the core of CPA's strategy for most of the 

1950s, was highly ambitious and never achie,,, -ed its targets. From a strategic point 

of view the plans implied a number of transfer costs which at the time were only 

24 Secretariat, Box 1241, fol 58, report of the trading committee, November 
194", Appendix 3. 

25 Ibid, p. 42- 

26 Secretariat, Box 1240, fol 54, Lee, 'Report and Proposals for the 
Development of Merchanting Inside the Association', May 1944. 
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dimly perceived. Whereas in commission printing, where CPA and other printers had 

to accept the information given by principals, particularly the shippers in export 

markets, merchanted cloth depended on a different selling apparatus and implied 

different kinds of customers, most notably the chain retailers like Marks & Spencer. 

The strategy envisaged a selling team of 81 travellers selling in both domestic and 
27 foreign markets, but little mention was made of developing channels to retailers. 

In the 1950s all the market signals pointed to smaller scale operations, a greater 

emphasis on value at the expense of volume, concentrating on the customer instead 

of production. Some directors were not unaware of the seriousness of the market 

trends nor were they totally blind to the strategic implications for firms such as 
CPA. In mid 1956, Hargreaves argued that CPA's strategic goals should be, 

"high standards of service, quality of production, technical 
efficiency, supported by research into new methods and types 

29' of products and an efficient distribution organisation". 

At the same time Hargreaves argued that vertical integration was the means of 

escaping from the dilemmas posed by the contraction of Lancashire"s export 

business. 

"one of the principal reasons for Lancashire's loss of its export 
trade was the traditional system of horizontal organisation, 
under which a finisher was dependent on the goodwill of his 
commission finishing customers; while on the other hand, 
merchanting of branded lines could establish a goodwill with 
the ultimate consumers with whom qualiýy and reliability in a 

'29 product were more important than price 

In their strategy debates, the directors made much play of the distinction between 

horizontal and vertical approaches to markets and products. Nevertheless, the 

central focus of both approaches was still productive capacity. Vertical integration 

meant matching the productive output of CPA's mills with the merchant 
departments' demand for cloth. Moreover, although Hargreaves stressed the need to 

move the focus away from mass-market, low quality productions, the need to match 

27 lbid, p. 37. 

28 Board, 44,7g/12/56,19 June. 

29 Ibid. 



205 

existing capacity to market demand was always one of the board's highest priorities. 

At least until the collapse of the market in 1952, the directors viewed merchanting 

as another exercise in mass market textiles which created huge stock risks and 

swallowed up considerable amounts of working capital. Even after 1952, the vertical 

integration issue was more to do with protecting, in the case of the mills, 

subsidising, existing capacity. To lose the mills was thought in 1952 to be 

"regrettable", but to lose printing capacity would be "a catastrophe and the board 
30 

might be powerless to prevent it happening". 

CPA's strategy only maximised the company's risks. The links between printing , 
making up and retailing were diffuse. This followed naturally from the production 

led strategies adopted by the board. There is little evidence that the directors 

invested in distribution capacity beyond Brilkie Fashions, a small part of BMC, 

Marshall Fabrics, a merchant distributor bought in WWI, and its own peripatetic 

salesmen employed by the merchant departments. As more than 60% of the 

merchant departments' output was exported, CPA's UK salesforce was never 

significant. Moreover, the board retained its deep suspicion of the large chain 

stores such as Marks & Spencer, fearing their ability to dictate terms and lower 

prices. As a consequence, CPA's sales to M&S and similar retail customers were 

thin and distribution capacity was never fully internalised. Moreover, in the mid 

1950s, Marshals was making considerable losses. 

The expansion of CPA's textile retailing interests, therefore, was not part of the 

process of vertical integration, although it might have outwardly appeared so; rather 
it was a separate strategy undertaken with quite different aims. The shop chains 

were nominally one a part of Brook Manufacturing Co. They had been bought on the 

grounds of high profitability and because they represented a potential outlet for 

BMC's manufactured goods. In practice, they were perceived more as cash cows 

than for any synergic value for BMC. The manufacturing and wholesaling arms of 
BMC performed dismally throughout the 1950s while the shops continued to make 

quite handsome profits. It seemed natural to the board that the shop chains should 
be expanded. 

Expansion raised questions about competitive focus which were never satisfactorily 

answered. Retailing did appear to be like merchanting. The shops had to cope 

with similar stock risks and their managers needed to predict fashions trends 

30 Board, 41,18/10/52,23 April. 
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accurately. However, the shops were working to much shorter lead times and could 

not afford to tie themselves to BMC's manufacturing output, if the garments did not 

sell. Moreover, there was a significant difference between a few shops acting as an 

outlet for BMC's goods and a large integrated chain selling clothes sourced from a 

variety of manufacturers. This brought the shops into direct competition with the 

established chains, including Marks & Spencer, to which CPA also supplied goods. 

Serious moves into retailing threatened to alter CPA's entire strategic focus and 

created the possibility of a conflict of interest. 

It seems clear that the board treated fashion retailing as another formula with little 

regard for how an expanded shop group would fit within the making up side of the 

business or, on a wider scale, within CPA itself. Yet not only were the directors 

building risks in their downstream strategy; they also failed to develop any lasting 

management and administrative capability. At both board level and elsewhere, CPA 

tended to rely on the managerial powers of individuals. In the late 1940s, CPA's 

solution to managerial diseconornies of scale had been to create the post of 

managing director. It is significant that the post was designed to fit the individual, 

not vice-versa. After Hargreaves' death in 1958, the post of MD was allowed to 

lapse. This tendency was undoubtedly a direct outcome of the centralised form of 

the company's management. The erection of the Manage ment/Manag i ng Directors 

Committee in the late 1940s, sustained despite Hargreaves' tenure as MD, was a 

direct response to the dilemmas posed by downstream expansion. But the centralist 

tendencies at head office remained in spite of the MC/MDC; the Committee acted as 

a forum not for discussing strategy but for working out the details of decisions 

already taken and as a monitoring filter of market and other information. 

Centralisation, however, did little to cover management weaknesses. The 

multiplication of business activities stretched the board's capacity to manage each 

section individually. The directors personally lacked any experience of retail 

management. Pushing their managerial limits to this extent inevitably resulted in 

inefficiency since the main board directors brought to BMC a highly centralist 

model of administration. Expanding the shop chains required specialist expertise; 

when Anne Brook Fashion Shops was acquired in the late 1950s, the board placed 

the chain's former chairman, Charles Braham, at the head of CPA's shop empire. 
When the directors reached the limits of centralisation, they improvised. It \". as a 

testament to the enduring management system at the centre of CPA and the failure 

of the board to build any alternative administrative apparatus to cope \'. 'ith new 

acquisitions. 
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7.5 Filling Capacity Upstream 1952-1961 

The board's strategy towards what remained of its manufacturing heartland was 

complicated by many factors. The directors never doubted that there was excess 

capacity in both the industry and among its own works, but the debate concerning 

the right level of capacity was influenced not simply by the needs of the merchant 

departments but also by the wider debate about how to rid the industry of its 

excess capacity. In November 1958, Ferguson summed up these dilemmas: 

"the immediate need was the preservation of the Association"s 
assets under present trading conditions pending the formulation 
of a policy based on the long term prospects for the printing 31 section of the industry". 

Deciding CPA's printing capacity on the basis of the rest of the industry led to a 

postponement of any decision awaiting the outcome of the government's 1959 

rationalisation scheme. 

After the slump of 1952, the directors had little confidence in the ability of the 

commission printing section to make money. CPA had approximately 110 machines 

capable of manufacturing 9 million yards per annum. 50 customers provided a total 

of 3 million pieces of business. 32 24% of all production was speciality finishes. 33 

Its markets were heavily concentrated: in March 1955 figures confirmed that East 
34 and West African business accounted for nearly a quarter of all turnover. By 

November 1955, Ferguson doubted whether CPA could secure even 6 million pieces. 35 

Given that capacity was too large, and since after 1955 it was unlikely that the 

government would sanction another P&Q scheme, it became imperative to close 
36 plants. Hayfield"s screen print works had already been shut in June 1952. The 

most likely target for closure appeared to be Mere Works, capacity bought from 

Caulfields for E150,000 at the time of the textile boom. This plant was capable of 

31 Board, 46,6/23/58,25 November. 

32 Board, 42), 14/6/54,16 March. 

33 Board, 45,10/19/56,9 October. 

34 Board, 43,14/5/55,8 March. 

35 Board, 44,7/21/55', 1 November. 

36 Board, 41,15/15/52,17 June. 
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manufacturing 10,000 pieces a week but at its peak could manage to book 4500 

pieces. 37 On 8 January 1957 Mere Works was. finally closed. 38 

The closure of Mere was, however, only the beginning of the process. On 2 April 

1957 Ferguson announced that the volume of commission printing was proving 

difficult to maintain. CPA's production was hit across the spectrum. For the first 

time the company was finding it increasingly difficult to secure orders in higher 

value goods. Moreover, much of CPA's finishing capacity was designed to cater for 

rayon goods which were suffering a heavy decline in popularity. Broad Oak was 

especially vulnerable: its accounts were small and its products uneconomic. 39 The 

decline in volume spelled doom for the Thornliebank engraving works which was 

sold off for E10,000.40 A year later in April 1958 Ferguson called for another 

review. Competition was increasing, particularly from the Germans who specialised 
in finishing cheap Asiatic cloth, and Ferguson feared that CPA would be left with 

only its speciality finishes. He argued that lower capacity would benefit the 

merchant departments since they would be responsible for fewer machines. 41 The 

first step, the closure of a part of Broad Oak, was taken in mid 1958, leaving only 

the atelier and a section dealing with some merchant department productions. 42 

By contrast, the board did little to boost output of special finishes and dyes, for 

which there was a ready and increasing demand. 43 The board declined to pursue 

McCulloch's suggestion that CPA should invest L200,000 in a special finishing plant 

with sufficient capacity to manufacture 10,000 pieces per week. 44 His colleagues" 

concern that commission printing and commission finishing did not sit easily 

together weighed heavily against the proposal. It was a short sighted decision: by 

37 Board, 44,11/19/55,14 October. 

38 Board, 45,12/1/57,8 January. 

39 Ibid, 13/7/57,2 April. 

40 Ibid, 12b/7/57,2 April. 

41 Board, 46,12/7/58,1 April. 

42 Board, 9/9/59,21 April. 

43 In the financial year 1953-54, CPA manufactured 195,000 pieces of its 
'Carefree" dyed brand; two years later this had increased to 304,000 pieces. MDC, 
3,6/, "41-3/56,11 December. 

44 Board, 40,9/6/521,4 March. 



'109 

1956 the continuing popularity of special finishes was putting severe strain on CPA's 

manufacturing capacity. Birch Vale was producing 9-9500 pieces per week while the 

continuous dyeing plant was capable of handling a similar amount. It was not 

enough and orders were having to be rationed. 45 The directors were sympathetic to 

the idea that capacity should be increased but balked at the cost of either 
46 

converting an old plant (f 350,000) or building a new factory f 0.5 million. By May 

1957, the board agreed to buy special machinery, increasing production by a few 

thousand pieces a year at best. While the directors admitted that lack of capacity 

was costing them business, the cost and time it would take to construct a special 
47 finishing plant inhibited further expansion. 

in May and June 1956, the board reviewed its own brand production and distribution 

strategies in the light of uncertain commission print demand. In March 1954, 

Thomas emphasised the change in market conditions from mass production to 

specialist niche positions. CPA's distribution organisation was designed to cater for 

volume not specialities. 48 The season 1954-55 had been poor, but from 1952 to 

1955, the merchant departments earned an average profit of E107,000. Nevertheless, 

Thomas was convinced that while sales to the UK retail trade were justified, it was 

"essential" that the department's organisation was overhauled. The management was 

highly centralised, leading to inefficiencies. The important question for Thomas was 

to define their role within CPA: whether they were true merchant converters or 

simply CPA's distributors. It was evident that any review of organisation would 

have to take into account the merchant department's relationship with the mills and 

the printing branches. 49 

In the strategy debates of May and June 1956, the importance of own brand 

manufacture took centre stage. 50 Turner wondered whether the amount of capital 

tied up in merchanting was really justified by the returns. He advised the board to 

45 MDC, 3,6/20/56,30 October. 

46 lbid, 9a-c/22/56,27 November. 

47 lbid, 6/10/57,21 May. 

48 Board, 42,14/6/54,16 March. 

49 Board, 44,11/20/55,18 October. 

50 These debates are recorded in Board, 44 7a-e/10/56,8 May and 7a-k/12/56, 
19 June. 
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concentrate on commission printing only. Turner was worried that the board was 

basing its decisions on the basis of a return of the post-war boom which had seen 

the merchant departments earn exceptional profits. But nevertheless, he agreed 

with Thomas' belief that in the domestic market at least, the only hope was for a 
fall in the number of merchants trading and a decline in the power of the chain 

stores, particularly Marks & Spencer. On 19 June Turner repeated his doubts 

concerning the merchant departments: the amount of capital available was onlv 

enough to support their expansion. It was unlikely that they would increase their 

share of the domestic market while their competitive position in foreign markets 

was being increasingly threatened. He also advocated the sale of the mills which 

were unrenumerative and simply subsidised by the merchant departments; most 

challengingly of all, he advocated diversifying out of textiles altogether. 51 

Turner's doubts were answered by Hargreaves. His rejoinder was characteristic of 

the thinking which lay behind the board's approach to strategy: 

"Present trading conditions would not allow a true examination 
of merchanting activities which had, in the past, made CPA 
substantial rofits and would again under more fayourable 
conditi . ons".? 2 

The board, it seems, was not interested in adopting radical strategies to cope with 

challenging times; rather the directors were concerned with tinkering at the margin 
in the hope that demand would improve, as it had after the slump in 1952. 

Hargreaves also saw no virtue in diversifying out of textiles as the liquid resources 

to do so were slender and the managerial talent lacking. As for the mills, he did 

not agree with Turner that they should be sold. Compstall Mill, for example, was 

old by modern standards, but still sold yarn profitably in the American market. 

These two meetings simply led to a confirmation of the existing strategic agenda. 
Given Hargreaves" emphasis and the board's determination to improvise, this outcome 

51 Ibid, 7/12/56, op cit. On 29 May, Turner wrote an open letter to his 
colleagues outlining his opinion as a commentary to the May meeting: "the problem 
of selecting the most renumerative method of surplus funds had arisen in a number 
of large firms in the textile industry as a result of the decline in the volume of 
their main business and it would be helpful to consider whether the Association 
ought to acquire interests in non-textile businesses ..... packaging .... offers considerable 
scope for development". Ibid. 

52 lbid; my emphasis. 
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was hardly in any doubt. Turner was isolated on every issue he raised. His points 

concerning the danger of relying on continued merchanting profitability at the 

expense of commission printing were pertinent but were largely ignored. The 

reorganisation of the merchant departments went ahead. On 17 October, Thomas 

wrote a memorandum outlining the basic changes. The ranges had been rationalised: 

handkerchief production was scrapped and the Grafton furnishing department given 

new lines to sell. Thomas was loth to separate selling and office management until 
further analysis had been carried out. 53 

These rational isations grew naturally out of the analysis of CPA's market position in 

merchanting and followed on from Hargreaves' goal of having a sound system of 

distribution at the core of CPA's organisation. The slump of 1952 convinced the 

directors that the key to merchanting's success lay in the proper management of 

stock risks. Despite Turner's prompting, the relationship between the mills and the 

merchant departments remained untouched. Yet at best the directors were tinkering 

at the margin. The strategy concentrated on production at the expense of selling 

and was the result of timid thinking. Even Turner, who at least brought some 

different ideas to the strategy debates, wholeheartedly agreed that CPA would only 

consolidate its own brand presence when the power of both the merchants and the 

domestic chain stores was diminished. It was essentially a strategy of reduclio ad 

absurdum; and as demand slackened further still in 1958, the board was left looking 

for more solutions to its production policy. In late 1958, the board sanctioned a 

small committee to look into matching capacity to demand. 54 

The JEC's report dated 12 June estimated that commission print production would 

vary between 3.25 and 4.75 million pieces. Productive capacity would have to be 

trimmed to meet these targets. It recommended that merchanting should be retained 

and expanded. It reiterated the idea of closer connections between merchanting and 

printing works and indicated Birch Vale and Dinting Vale as the best candidates. 
The Management Committee accepted this in principle and the debate concentrated 

53 Board, 45,9/20/56,23 October. 

54 The special committee, later renamed the Joint Executive Committee (JEC), 
%, as created on 18 November 1958 after a report from Thomas (presented at the 
previous week's board meeting, Board, 46,10/22/58,11 November) advocated greater 
verticality between the merchant departments and the printing plants. The JEC 
consisted of five senior executives chaired by RT Earnshaw, the cost accountant. 
The committee's task was simple: to estimate future demand for roller printed 
products, seasonal variations and to recommend changes in the level of capacity 
%k, ith particular reference to the merchant departments' needs. MC, 4 7/25/58,18 November. 
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on how this was to be achieved. Ferguson pointed out that this had been tried 

before in the past between Broad Oak and FW Grafton without conspicuous 

success. The novelty of the plan was that for the first time the merchant 

departments would assume the financial responsibility for a particular print works, 

allowing the management to budget for each production and thereby exercise 

increased control. Moreover, the department would be debited with the cost of idle 

capacity. The committee also recommended a closer liaison between the two 

departments in the choice of colours and designs. In the merchant departments 

themselves, the committee recommended the separation of selling from production 

and the creation of a separate selling unit under merchant department control to 

take over the selling responsibilities undertaken by each branch. 55 

The merger of both merchant and commission print departments, was quickly 

rejected. 56 The MC remained unconvinced, however, that the merchant departments 

could take responsibility for two works. Ferguson was particularly worried that 

CPA would emerge with the worst of both worlds, being neither fully vertical nor 

horizontal. On 27 October 1959 it was decided that the dress section would fill 

Birch Vale. It was considered a momentous step: "this is a fundamental change in 
57 policy which could be expected to have far reaching effects". The JEC 

recommended putting the report before the board in January 1960 and dealing with 

each problem as it arose. Although the plan was accepted by the MC in principle 

there were still some aspects which led to a feeling of unease. The JEC had made 

no headway on the vexed issue of accounting procedures. Thomas felt the timing of 

the changes was too optimistic. 58 Most of all, the MC were concerned that the 

new merchanting executive was too large and would lead to unnecessary expense. 

But these details were minor and the MC unanimously recommended that the plan 

should be put to the board. On 12 January the board accepted the Report. 59 

55 lbid, 1-6/13/59,30 June. 

56 It was pointed out that Ferguson Bros of Carlisle operated as merchant 
printers and accepted commission printing orders as well. However, this model was 
dismissed as the latter accounted for only 10% of Ferguson's business, whereas in 
CPA the proportion was much greater. The MC voiced the usual concerns that such 
a merger would alienate CPA's commission print customers. MC, op cit. 

57 MC, 4,6/23/59,27 October. 

58 lbid, 2/-'8/59,29 December. 

59 Board, 47,14/1/60.12 January. 
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In many respects, the plan to increase verticality was quite sound. On the practical 

side, the task of accommodating the dress departments into Birch Vale was made 

easier by the decline of that plant's commission orders from Whitworth & Mitchell 

and particularly Marks & Spencer, while it had already established links with one of 

the dress departments, Hoyles Prints. In broader terms, the chief strengths of the 

plan lay in its greater accountability. For the first time, the board could monitor 

how many inputs were used to create a unit of output of merchanted cloth. Thomas 

hoped that the new systems would eventually lead to creation of continual stock 

monitoring rather than relying on the biannual stock checks. This was essential if 

stock risks were to be kept to a minimum. 

However, the strategy had one cardinal weakness. It had been introduced at least a 
decade too late. The JEC made no account of the likely demand for merchanted 

cloths and simply repeated the old formula that merchanting should be somehow 

expanded. Merchanting and commission printing demand were complementary, not 
different, parts of the same competitive picture. The change from partial to full 

vertical integration for the dress departments was calculated to take two years by 

which time demand for all prints could have fallen further still, invalidating many 

of the assumptions on capacity on which the changes were based. 

7.6 Making Up and Retail Strategy 1942-1960 

One logical extension of the 1944 merchanting plans was the move into made-up 

goods. Lee projected that E197,500 of the turnover would come from CPA's own 

making-up factories and a further E886,000 would be sourced from outside. 60 When 

the Grafton merchant department first began to sell directly to the retail trade in 

1938, the board had not yet contemplated the idea of completing the vertical chain 
by buying its own shops. The expansion of making up business was a direct 

extension of the merchanting strategy. The investment in shops was a separate 

venture, although interrelated with piece good selling and manufacture, and not 

originally conceived as part of the strategy of integration. The board's willingness 

to invest in retailing capacity opened new dilemmas and demanded new formulas to 

be found. 

On 16 March 1943, CPA were offered a 50% stake in the British Wear Ltd, which 

comprised a chain of 28 dress shops trading under the name Duval, and part of the 

Wallis Group, centred on a NOrthampton factory equipped with 100-200 machines and 

60 Secretariat, Box 1240, op cit, p. 39. 
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a turnover of approximately f400,000.61 By June, these facilities had been bought 

including a minority stake in a wholesaler, WT Brown. 62 Railton's Making Up 

Committee envisaged increased sales up to 715,000 pieces and recommended the 

acquisition initially of four extra shops bringing the total to twenty. Shops could be 

acquired more easily if a sum for goodwill, say f 500, was included in the bid price 

of f 1000, the rest being fixtures and fittings (f 150), and stock (050), the first two 

being written off out of profits. 63 Brown and Wilkinson, a distributor of made up 

goods, was also acquired in mid 1944. Results to 30 June 1945 showed the combined 

turnover of these three groups was f934,000 and profits were over f83,000.64 

After the war, the board began to invest in making up and other downstream 

activities with considerable gusto. The appeal of the making up factories was 

obvious: they provided a ready source of productions which could be merchanted by 

CPA and whose quality could be more easily controlled than if they sourced from 

outside manufacturers. Moreover, in 1945, the gross profits earned by BMC before 

EPD (E40,800) represented a respectable return on sales of 7%; the shops by 

contrast earned similar profits (02,900) but on only half the turnover (f232,394 

compared with f 566,926), a return on sales of nearly 12%. Moreover any expansion 
in retail capacity, at approximately f 1000 per shop, was small in relation to the 

profit potential. 65 Between 1945 and 1951 therefore, BMC was the nucleus of most 

of CPA's making up expansion plans (with the exception of the Grafton making-up 
factory for its Rosecroft Fabrics brand agreed in June 1945) and British Wear Ltd 

formed the focus of its shops policy. 

61 Board, 29,16 March 1943, p. 18. 

62 lbid, 22 June, p. 65. 

63 Ibid, 19 October 1943, pp. 129-30. The report visualised ultimately a chain 
of 200 stores built up over 10 years. They would sell a total of 21.5 million yards 
80% of which would be merchanted or manufactured by CPA itself. The stores 
would cater for dresses, ladieswear, childrenswear, lingerie, overalls, etc and might 
compete with commission print customers. A young CPA executive, Roland Thomas, 
was put in charge of overall management while day to day affairs were vested in 
the hands of a small three man committee. BMC was split into two groups: the 
manufacturing wing was concentrated around Brook Manufacturing's Northampton 
factory and the shops were hived off to form a separate grouping, British Wear Ltd. 

64 Board, 31,28 August )945, p. 118. 

65 Ibid. 
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The scale of the board's commitment can be seen in it capital expenditure 

programme for BMC and its related companies. BMC's turnover in 1947 had been 

fl. 35 million and had earned a profit of E110,000. The board estimated that 

turnover and profits for 1948 would be approximately E1.75 million and f 140,000 

respectively. In all they planned to expand manufacturing turnover by E800,000, 

wholesaling by E400,000 and retailing by E500,000. To that end they budgeted for 

increased capital requirements of E40,000, E20,000 and 115,000 respectively, with a 

further L6000 for a factory purchased in Durham and E20,000 for the Grafton 

factory, making a total of f 10 1,000.66 Part of BMC's capital programme for 1947 - 
48, E35,000, would be found from the allowance already voted for the previous year; 

the remaining E40,000 would be financed out of the company's profits for 1947-48. 

The Durham factory had been acquired in November 1946 for E12,500 with a further 

f 35,000 for working capital. The prospected turnover of f 96,000 was to be 

distributed partly to the retail trade direct (02,000), to chain stores (E10,000) or 

through Brown & Wilkinson (f54,000). 67 

The directors were keen to make BMC as self-financing as possible. In February 

1948 BMC had an overdraft of 00,000 which was double its limit. CPA extended its 

loan finance with an advance of E20,000 at 4% repayable within five months, and 

encouraged its subsidiary to finance further expansion out of bank borrowing. 68 In 

May 1949 when the company wanted to buy another factory at Stony Stratford, CPA 

again loaned the asking price, E3000, at 4%. 69 In December 1949 a plan to expand 

BMC's cloth turnover to 10-12 million yards was rejected, but BMC's capital 

expenditure programme of L100,000 with a further E57,000 in contingencies was 

agreed, both in the form of loans. 70 

66 Board, 33,16-17 December 1946, pp. 115-16. 

67 Finding a suitable site for the Grafton factory took two years. In April 
1947, TB Rushton submitted a list of possible sites, none of which the directors 
felt were suitable; they were particularly annoyed that Rhodes had been rejected as 
a candidate. On 15 April they agreed to invest E120,000 in a factory either at 
South Kirkby or on Merseyside. By August, however, CPA were offered a factory 
in Whitehaven, Cumbria, for E40,000 at a site owned by Hindley Brothers and the 
Bradford Dyers. They prevaricated but eventually agreed to buy. Ibid, 15 April 
1947, p. 196. 

68 Board, 35,3/4/48,10 February. 

69 Board, 36,7/23/49,31 May. 

70 lbid, 29/53/49,20 December. 
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It was equally clear that the directors considered making up and retailing could be 

expanded very rapidly into a very large organisation. A combined making- 

up/retailing turnover of nearly L2 million for 1947-48 would have made it as large 

as the merchanting departments for that year alone. The directors planned 

considerable expansion at British Wear as well. By the end of June 1944, BWL had 

20 shops turning over E120,000. In May 1945 a further three had been acquired at 

a cost of E4000 and authorisation was given to expand the number by a further 20 

at a cost of up to LION each. 71 In February 1946 BWL had 43 units and an 

authorised limit of 53.72 McCulloch felt that a limit of 500 shops would not be too 

high; Rushton went further and suggest a chain of 1000 stores. Such a programme 

would require years of steady investment. In March 1949, CPA had 51 shops 

operating and another two in the process of being acquired. 73 

They were managed in groups of 10-12 by regional supervisors and all stocks were 

held centrally in Northampton. 90% of the goods sold were manufactured by BMC; 

all the cotton and rayon lines (60% of the total; the rest were woolens) came via 

CPA's merchant departments. Despite the expansionist mood in CPA, they were 

aware that the cost of units was increasing: purchasing an additional 10 shops would 

require an initial outlay of L20,000 (ie shop prices had doubled since 1945) and 

another f 15,000 for fixtures and fittings. Stocks would be extra. On the other 

hand, 50 stores might cost E100,000 but would result in lower manufacturing and 

distributional costs for BMC. Roger Lee, by now chairman of CPA, suggested a 

target of 25 more units by the end of June 1950. Rushton was cautious: the best 

was of exploiting CPA's printing capacity was to sell large volumes to Marks & 

Spencer. Ideally, the best units were the largest ones, turning over f25,000 a year 

at a profit of f4-5000. On 29 March 1949, they agreed to acquire a further 25 

stores by June 30 1950 at a cost of approximately f 1500 per store to be financed by 

a loan of f 37,500 at 4%. 74 

The extent of CPA's interest and investment in making up activities can be gauged 

from the results. In December 1949 it was estimated that BMC was taking about 

71 A Committee Report, Board, 31,15 May 1945, p. 37. 

72 A Committee Report, Board, 32,5 February 1946, p. 75. 

73 Board, 36,20 (a-j)/14/49,29 March. 

74 Ibid. 
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one-twelfth of all merchant department productions which at that time were running 

at one million pieces per annum. 75 But by the end of the decade, BMC's profits 

were faltering. In 1945 the company turned over E500,000 for a profit of f 40,000, 

in 1949 BMC turned over fI million and made profits of only f 56,000. In the 

following year, admittedly a disastrously wet season, the figures were f 1.25 million 

and E57,000 respectively. 76 BMC was one of the first casualties when the post-war 

textile boom burst in 1951-52; but it is evident from these figures that the company 

was not performing as well as it had at the end of the war. In their haste to 

establish a significant bridgehead in the making up trade, CPA directors had 

increased production at a lightening pace with little or no regard for how the 

company was to manage its affairs vis-a-vis the merchant departments. 

The manufacturing activities of BMC suffered the same stock risks as the 

merchanting departments in 1952 leading to heavy losses. BMC was subsequently 

re-organised along line recommended by external consultants. 77 It was brought 

under closer direct control of the board. TB Rushton resigned at the end of 

October 1953 and the Frisbies, who had remained in charge at BMC for so long 

were finally ejected. 78 The object of these changes as summed up by ferguson was 
"to provide a more satisfactory output of lines while retaining flexibility with 

reliable and prompt service". 79 On 9 November 1954, BMC elected a new board 

consisting of Hargreaves as Managing Director, Ferguson and five others. 80 

Nevertheless, the making up operations continued to lose money. In the year to 30 

June 1956, BMC lost a further f 81,000.81 BMC's manufacturing activities were 

rationalised in early 1957 and its factories at Stoney Stratford, Thornliebank and 

Daventry were shut leaving the rump of operation centred in Northampton with a 

75 Board, 37,18g(i)/51/49,6 December. 

76 Board, 38,13/26/50,6 June. 

77 The consultants, Orr & Boss & Partners, were called in during September 
1953. They acted as BMC's surrogate managers while their recommendations were 
being put into effect. Board, 42,17/17/53,15 September. 

78 lbid, 15/21/53,27 October. 

79 Board, 45,9c/22/56,20 November. 

80 Board, 44,17/23/5-4,9 November. 

81 Board, 45,17/16/569 14 August. 
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satellite underwear factory at Margate. Wholesaling, never thought likely to make 

significant profits, was concentrated around a single brand seller, Brilkie; stock Nvas 
kept to a minimum and produced only for sale in the retail outlets. 82 This action 
had no appreciable effect on BMCs manufacturing operations. On 30 June 1958, the 

subsidiary lost another f75,000.83 

While the manufacturing side of BMC was being rationalised, the board expanded the 

number of retailing outlets. The directors were united in agreeing that the retail 

side of BMC should be expanded. In the May/June strategy meetings of 1956, this 

was the one proposal that Turner did not disagree with. In 1954, however, the 

shops were losing money and "drastic reorganisation" was called for. 22 of the 57 

shops operated were considered unsuitable and were sold. 84 Two years later, the 

core 37 shops were turning over EO. 5 million and losses had been slashed from 

L160,000 to E80,000.85 In 1956, Edward Partington, who ran the shops on behalf of 
BMC, presented the board with an ambitious plan to create a shop chain of 500 

units within five years. The directors were not out of sympathy with the target but 

decided to proceed cautiously. 86 Negotiations were in hand to buy a further set of 

shops, 26 in all, for a sum between f 300-350,000. The purchase of Ann Brooke 

Fashion Shops (ABFS, consisting three chains: Van Allen, Ann Cole and Anne 
Graham) in February 195787 was the first in a series of acquisitions which included 

H&J Wilson Ltd in September 195888 and Westons (Brixton) ltd in late 1959.89 By 

1960 CPA owned nearly 160 fashion shops. 

Once restored to profitability, the shops returned more than 15% on capital 

employed, the guiding target set by Turner. ABFS, when added to the existing shop 

82 Ibid, 45,16/4/57,20 November. 

83 MC, 49 4/20/58,9 September. 

84 Board, 44,12/25/549 7 December. 

85 Board, 45,18/17/56,11 September. 

86 Ibid. 

87 Board, 45,15/3/57,5 February. 

88 Board, 46,16/17/58,2 September. 

89 Board, 47,14/26/5'9,1 December. 
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chains, turned over E1.25 million, produced profits of E80,000 at a margin of 6.4%. 90 

In fact the Van Allen chain was more profitable than forecast. 91 The shops were 

also regarded as a natural outlet for BMC's manufactured piece goods. On 30 April 

1957, the board agreed that the ideal target for the shops was to take 50% of 

BMC"s productions; 92 a year later, in July 1958, in a review of retailing progress, 

the purchase of ABFS was praised on both these grounds. 93 The process of 

acquisition, was, however, cautious and incremental. Shop chains did not come 

cheap. 94 CPA had to finance these acquisitions by short-term borrowings rather 

than by capitalising their reserves. ABFS was bought in the first instance not by 

BMC but by CPA itself. 95 In 1958, the directors seriously considered selling their 
96 shares in Actil to finance the purchase of H&J Wilson. It was also partly a 

matter of timing. They agreed that buying individual stores was not cost-effective 

and individual chains did not often come onto the open market. 

And yet, there were some inklings of unease within the board about where these 

acquisitions were taking both BMC and CPA. On I April 1958 Partington asked the 

board"s permission to buy further stores. The directors grumbled. They were 

worried that the stores strategy was of only marginal interest to CPA. 97 The 

expansion programme brought two issues into the open. The first was strategic. 

The strategic focus within BMC was tilted from making up to retailing, especially as 
it was unlikely that the shops would be able to take as much from BMC as many 

would wish. Expanding the shops also brought CPA into direct competition with 

other chains stores like Marks & Spencer, with whom CPA also did business. 

Ferguson agreed that any strategy of vertical integration for the shops would not 

be successful. At best they might take 30% of their dress stock from BMC and the 

90 Board, 45,18/17/56,11 September. 

91 MC, 4,4/20/58,9 September. 

92 Ibid, 8/9/57,30 April. 

93 Board, 46,14/13/58,8 July. 

94 The full cost of CPA's acquisitions in the 1950s was never fully recorded 
in the board minutes. ABFS cost nearly f 400,000, (Board, 45,9/2/57) and there is 
nothing to suggest from the existing record that the other two chains were any cheaper. 

95 Board, 45,15/l/57,8 January. 

96 Board, 46,12/14/58,22' July. 

97 Ibid, 16/7/58,1 April. 
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half of the remainder (ie 35%) in Cepea fabrics with Calpreta finishes. 

The second issue was managerial. In the late 1940s, CPA's first shops had been 

part of a small company, British Wear Ltd, which was integrated within the overall 

structure of BMC. As the importance of the garment manufacturing side of BMC 

diminished while that of the retail side increased, both the structural and the 

managerial imbalance within BMC became more obvious. It was also clear that 

neither BMC nor CPA had the managerial expertise to cope with an expanding shop 

empire. Some degree of integration and a framework for monitoring efficiency and 

progress was essential, particularly after the purchase of ABFS shifted the focus of 

operations away from Manchester to London. 98 One of the reasons for calling in 

the consultants in 1953 had been the lack of proper co-ordinating links between 

Manchester and Northampton. 99 The board hoped to improve their management 

team by appointing Charles Braham as joint MID of ABFS in 1957.100 It proved a 
highly significant decision. 101 In June 1958, BMC's structure was overhauled and a 

new holding company, Brook Holdings Ltd (BHL), created with a capital of L292,100, 

later increased to E330,000.102 

Despite these reforms, Brook Holdings' manufacturing dilemmas remained unresolved. 
The directors could not determine BHL's proper role. Its manufacturing operations 

did not fit easily beside CPA's printing capacity on the one hand, nor could it be 

vertically integrated with the burgeoning shop empire on the other. BHL had been 

bought originally as an outlet for CPA's finished cloth. In the 1950s this strategy 

was no longer possible. It was increasingly obvious that the shops could not 
function flexibly if tied to BMC`s manufactured output. The manufacturing base had 

to be continually trimmed in the face of uncertain demand. The hope that with 
increased volume generated by the shops BHL's manufacturing operations would 

98 Board, 46,18/20/57,8 October. 

99 Board, 41,16/32/52,16 December. 

100 Board, 45,15/3/57,5 February. 

101 Braham later assumed greater responsibility within BMC, or Brook 
Holdings as it later became, directing the retail expansion programme both as an 
executive and later in the 1960s as a main board director. 

102 Board, 46,17/10/58,13 May; ibid, 14/11/58,10 June. 
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break even, proved unfounded. 103 In May 1959 the board decided that 

manufacturing capacity was still too large. All the childrenswear ranges were cut 

and the adult lines were reduced by a third. Some of BMC's employees were laid 

off and outworkers used to increase flexibility. 104 In March 1960 a further round 

of reorganisations took place. The selling organisation was built around three 

outlets: Brilkie (the most important), the shop chains and through sales to mail 

order houses. At the same time the directors looked into the possibility of 

employing a brand name for underwear. 105 

By the time of the collapse in printed fabric demand in 1961, BHL had undergone 
its third re-organisation in a decade. It seems clear that the directors were 

applying the same corrective formulae to the manufacturing wing of its Northampton 

subsidiary as they did to its own printing capacity. By the early 1960s, CPA's 

traditional garment manufacturing capability was effectively redundant. In their 

haste to establish a significant presence in retailing, the directors did not fully 

think through the implications for BHL's manufacturing base. Given the speculative 

element in fashion retailing, the links between the shops and the factories were 

always likely to be diffuse. The arrangements might have succeeded had the 

factories been totally subordinate to the shops. This, after all, was the logical 

implication of expanded retail capacity. This was not part of the original plan for 

retail expansion and would, in any case, have required a marketing approach and 

specialist managerial resources which CPA did not possess. 106 

The sacrifice of garment manufacturing capacity was perhaps the inevitable 

consequence of a blind strategy. The board bought shops because they offered 

short-term profitability; all forecasts of synergy with garment manufacture proved 

103 See, eg, MC, 4,4/20/58, op cit. 

104 Board, 47,13/10/59,5 May. 

105 lbid, 19/4/60,8 March. 

106 It is interesting to compare, for example, CPA's relations with Marks & 
Spencer in this respect. In early 1958, Hutchinson reported to the Management 
Committee that M&S had given frequent hints to CPA on their quality control. 
Goods which arrived at CPA works were accompanied by a list of instructions; CPA 
Complained that the tests required by M&S did not folloxx 6 accredited methods' and 
CPA were allowed to drop them after negotiation. Yet M&S kept up the pressure, 
asking for details of CPA's. finishing methods and requesting a visit to a CPA 
factory. Hutchinson countered by directing all M&S inquiries to the research 
department. CPA's reaction to M&S's quality controllers was usually a mixture of 
contempt and pleading. MC, 4,11/8/59,14 April. 



to be over optimistic. Once again, the directors faith in increasing volumes of 
business as a means of guaranteeing profitability were undermined by the prevailing 
drift of the market. By the end of the 1950s, retailing had become another 

strategic formula which the directors applied as a solution to their worst dilemmas. 

It is significant that when the directors finally woke up to the deepening market 

crises of the early 1960s, it was retailing to which they turned for comfort and 

hope. 

7.7 The Development of Terylene 

The discovery by two CPA scientists, JR Whinfield and JT Dixon, of a process 

which polymerised esters at CPA's research laboratory at Rhodes in 1941 is by now 

well-known (Reader 1975,381-383). This breakthrough, which CPA later called 

"Terylene", was one of the most significant discoveries in textile fibres ever made 
in the UK, ranking beside Carothers' discovery of Nylon in America in the 1930s. It 

opened up the possibility of developing an entirely new market for artificial fibres 

in the UK using a wholly British product. 

The discovery of Terylene in 1941 was a slice of good fortune for CPA. Its 

subsequent development, particularly in the late 1950s, however, showed that the 

directors underestimated its significance. The fibre's financial potential lay on two 

levels. In the case of the development of the fibre itself, the directors could have 

chosen in-house manufacture, a course requiring considerable investment in plant 

and development personnel. The alternative, subcontracting or selling the 

manufacturing rights in return for royalties on each sale, would save the investment 

expenditure and provide CPA with a steady royalty income during the lifetime of 

the patent, provided they chose the right partner. At another level, there was 
further potential in developing the markets for finished Terylene products which 

would give CPA an edge over rival UK textile printers and finishers. The added 

appeal of this strategy was that it would provide a powerful weapon against any 
foreign imports. 

The board rejected the option of developing the fibre in-house and consigned the 

patent rights to ICI. The financial results showed the wisdom of contracting -out. 
The cost of in-house development, on the basis of ICI's and Du Pont's experience, 

would have absorbed all of CPA's cash resources. By 1956, ICI had invested f 15.5 

million in Terylene capacit'N, at Wilton, out of total of f57 million in capital 

employed at that plant (Reader 1975,408). In America, Du Pont spent even more 

on its Dacron facility and as eafly as 1947 had invested over $If million in 'Fiber 
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V' (Hounshell and Smith 1988,416). The cost to CPA, however, would in all 

probability have been much greater. Both ICI and Du Pont saved on some of the 
development costs because the manufacturing process used for Terylene was derived 

from Nylon spinning techniques. This machinery was patented and CPA would have 

required a licence from Du Pont and ICI to operate it. Moreover, CPA would have 

been at the top of the learning curve in terms of capital costs, unlike ICI which 
had had experience in manufacturing Nylon since 1940. 

But in-house development of Terylene would also have stretched CPA's management 

resources to the limit. Unlike either ICI or Du Pont, CPA invested modest sums in 

research as an aid to the textile printing plants and the overwhelming majority of 

all CPA's patents consisted of incremental improvements to the printing and 

engraving processes. CPA did not have the research resources or the research 
focus to make the in-house development of Terylene a possibility. Further up the 

hierarchy, none of CPA's executives had any research or chemical experience, and 

most were highly reluctant to invest in additional chemical plant in the 1950s. 

McCulloch, the director responsible for the research department, usually found 

himself in a minority of one whenever he advocated extensions to finishing capacity 

or further research. Research was, therefore, a marginal activity in CPA. And as 

long as it remained so, CPA could not hope to compete with ICI and Du Pont which 

could muster respectively 1034 and 1500 scientists each (Reader 1975,450; Hounshell 

and Smith 1988,287), 107 compared to the twenty odd people employed at Rhodes. 

In 1952, ICI spent over E6 million on research and development (Reader 1975,449), 

dwarfing CPA's total outlay of no more than E30,000.108 

In these circumstances, contracting out the development process made perfect sense. 
However, in one respect, this decision further weakened CPA's research capacity as 

there was now less incentive to invest money in more Terylene development other 

than in finishing techniques. Work on the fibre itself passed to ICI and Whinfield 

left CPA in the early 1950s to join the Terylene team at ICL Once ICI had 

established the manufacturing process, CPA began to receive significant amounts of 

royalty income. By the 1960s these were running into millions of pounds. 109 

107 The figure for ICI refers to 1952 and that for Du Pont to 1942. 

108 f6 million was in fact greater than CPA's entire turnover in 1952- of f5 
million (Monopolies Commission 1954,84). 

109 See Table 8.3 below. 
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Although there is a question mark over the sale of the patent rights to DuPonts in 

America, elsewhere the sums earned from fibre sales doubtless exceeded even the 

most optimistic calculations of its worth. I 10 

If the sale of the manufacturing rights to ICI was an unqualified success, the same 

cannot be said of the other development opportunities. As the patent holder, CPA 

was in the privileged position of being first in the new market for artificial fibres. 

Terylene possessed a number of advantages over its artificial fibre rivals, notably 

Nylon. Nylon's low water absorbency levels made it less than ideal for printing 

while its relatively low meting point initially restricted its use to stockings and 

other garments which did not require ironing. Terylene could be printed and 

finished generally much better than Nylon, although it was evident that any 

development work would require investment in special finishing plant and technical 

personnel if the chemistry was to be properly understood. At the beginning of the 

1950s, the board made this commercial development of Terylene a high priority. By 

the end of the decade, it would appear that attention had shifted from commercial 

exploitation to the royalty income. The relative underdevelopment of Terylene is 

another example of how CPA stagnated at the centre in the 1950s. This lost 

opportunity, although not an uncommon tale among contemporary British companies, 

could not be excused, as in the 1930s, on the grounds of a lack of financial 

resources. CPA made sufficient profits in the 1950s to finance such plant and in 

any case, this short-term investment could have been recouped later from the 

royalty income itself. What was lacking was will and vision. 

At first, polyester research was concentrated on the chemical properties of the 

resin. The Ministry of Supply took over the discovery and CPA agreed to abide by 

the wartime restrictions covering the exploitation of materials used for the war 

effort, even though it was evident that full-scale production was unlikely before the 

war ended. On 17 August 1943, CPA filed for a patent for Terylene. 111 The 

substance was given to ICI for trials and the results of these announced in 

February 1944 looked encouraging: Terylene was practically water resistant, 

absorbing only 2% to nylon"s 7%, and had the potential to be even cheaper to 

manufacture. What was the correct approach? They could sell the patent outright 

to a second party, grant a licence; or commence commercial exploitation out of 

110 This can only be conjectural because no director ever officially speculated 
how much money sales of the fibre would generate in royalty income. 

III Board, 29, p. 96. 
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their own resources) 12 

Lee suggested either exchanging the patent for an interest in British Nylon 

Spinners, a UK firm joint owned by ICI and Courtaulds, or granting it to ICI alone. 

On 19 April 1944, McCulloch, Davenport and GS Hibbert of the Research 

Department met with five representatives of ICI. They did not favour joint 

exploitation since relations between ICI and Courtaulds over BNS were not good. 

They also did not favour joint CPA-ICI development on the grounds that first it 

would require machinery different to that used for the manufacture of nylon; 

secondly, ICI and DuPonts had an agreement covering a two-way transfer of 

technical information and CPA would lose out if polyesters were included; finally, 

ICI would be the supplier of the chemicals in any joint venture and they had 

experienced difficulties with this in the past. The ICI representatives therefore 

advised CPA to adopt the royalty option. ICI would manufacture Terylene and 

market it as well; they reacted unfavourably to the suggestion that CPA should be 

responsible for selling it. McCulloch was impressed with the arguments and the 

board agreed to accept his judgement. A licence would cover a period up to 1956 

and negotiations on this basis were set in motion. 113 

In May 1945, while negotiations were progressing, Dr Lanz, Chief CPA Chemist, 

visited the USA. DuPonts conceded that Terylene was a new product although its 

manufacture was covered by their process patent. Lanz therefore suggested that to 

get a successful patent in the USA, CPA should emphasise the qualities of the fibre 

and ignore the method of manufacture. They could, by this means secure a 

"continuation in part" agreement: receive full patent rights in the USA while 

manufacturing under licence from DuPonts. This forced ICI and DuPonts to reach 

an agreement about Terylene before its manufacture in the USA could proceed., 14 

In the meantime, CPA applied for patents in Argentina, Australia, Belgium, Brazil, 

India, France, Sweden, Switzerland, Egypt, South Africa and Spain. 115 

A draft agreement with ICI was on the table by December 1945. In return for a 
licence to manufacture and sell Terylene, ICI would pay CPA a royalty based on a 

112 Ibid, 2.1 February 1944, pp. 200-1. 

113 Board, 30,25 April 1944, pp. 34-5. 

114 A Committee Report, Board, 31,15 May 1945, p. 37. 

115 lbid, 31 July 1945, p. 100. 
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sliding scale according to weight, up to a maximum of 7.5% of the selling price. 

CPA were responsible for worldwide patent applications; granting licenses to other 

companies throughout the world; and defending those licenses. ICI agreed also to 

bear 50% of the cost of policing these licence agreements in the first six years of 

the contract. 116 These were generous terms and the board recognised them as 

such. Negotiations over the contract licence with ICI were very swift and there 

were initially no grounds for complaint on either side. In June 1946, Wendell R 

Swint of DuPont agreed to buy the rights to Terylene from ICI for a lump sum of 
$500,000, a sum which CPA found quite satisfactory. 117 

During the rest of the 1940s, ICI continued to develop Terylene at a plant in 

Huddersfield and CPA conducted tests on the finishing properties of the fibres using 

samples sent from ICI plants. ICI protected their investment by taking out further 

patents covering the manufacture of Terylene. When McCulloch visited the 

Huddersfield plant in June 1949, however, he noted that progress on manufacturing 

commercial quantities of the fibre was very slow. 118 In January 1950, CPA sent a 
letter to Dr Caress, the ICI director in charge of overseeing Terylene's 

development, asking them to consider setting up a joint plant to spin and weave the 

fibre, costing an estimated EO. 5 million. ICI refused to consider the offer. 119 

Instead, P0 Allen, head of ICI's Plastics Division, reported to CPA the following 

May that he was very satisfied with the fibre's commercial potential and would 

shortly recommend full production to the ICI board, he had also offered the fibre 

rights to a Canadian company for CS1 million. 120 

By early 1951, ICI were manufacturing Terylene at a rate of 600,000 lbs per annum, 

of which 60,000 lbs was reserved for ropes. The balance was reserved for knitters, 

sewing thread and weavers. Of the 100,000 lbs set aside for the latter, CPA would 
be entitled to approximately 50,000 lbs. ICI changed their minds, cut the weaver's 

116 Board, 32,4 December 1945, pp. 7-8. 

117 At least, that is the official version. Private sources suggest that the 
British government were under considerable pressure from the US to settle the 
American rights on Du Pont for a sum which far undervalued the commercial 
potential of the fibre in the world's largest consumer market. Secretariat Box 12-16, 
fol 6.31 (red file), letter Swint to CJT Cronshaw, ICI, 12 June 1946. 

118 Board, 37,3a/24/49,14 June. 

119 Board, 38,13/4/50,24 January. 

120 lbid, 17/23/50,16 May. 
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limits to 40,000 lbs and asked if CPA would accept 20,000 lbs instead. They agreed 

to accept the lower limit; the mills were, in any case, not fully equipped to deal 

with large amounts for Terylene trials. 121 On 17 April 1951, the board was 
informed that ICI had set up a Terylene council with the intention of developing 

this structure into a separate division. Terylene was manufactured at a series of 

sites, the most important being at Welwyn Garden City. They also agreed that any 

excess in production over the 40,000 lbs available for weaving would be sent 
immediately to CPA. 122 

Even at this early stage, there was more than just a hint that CPA, by yielding 

their patent to ICI were distancing themselves from the true income potential of 

the fibre. Admittedly, ICI were incurring all the development costs; nevertheless, 

the ICI directors monitoring the development of the fibre, Caress and Allen, had a 

much fuller appreciation of the money that could be earned from Terylene. It is 

equally clear that the board were dilatory in providing the mills with the necessary 

equipment to ensure speedy and effective trials. The development of Terylene was 

undoubtedly slow; but it seems that CPA regarded it increasingly as a lucky windfall 

the costs of whose development could be very effectively externalised. This 

attitude towards Terylene was displayed in other aspects of the company"s 
development in the 1940s, most notably making up, which was financed almost 

wholly at their subsidiaries' expense and without much though of how the activities 

would fit into CPA's overall strategy and management plan. Unlike making up 

activities, which in the 1950s proved to be a major strategic headache, Terylene 

turned out to be the biggest banker CPA were ever to have. 

In the early 1950s, therefore, the board had two Terylene strategies. The first was 

a direct consequence of the development contract with ICI. Under its terms the 

directors sought to drive the best financial bargain they could. The initial contract 

was undoubtedly fair to CPA; the only friction with ICI came later when the 

commercial applications of polyester (not necessarily in fibres) became more widely 

apparent. The company's second strategy focussed on its Terylene product 
development, particularly on the finishing side. At the beginning of the 1950s, the 

board had some inklings of an integrated strategy for synthetic fibres. By the end 

l-" Board, 39,3/5/51,13 February. 

122 lbid, 9/11/51,17 April. 
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of the 1950s, this vision had been dropped from the agenda. 123 

The manufacture of Terylene was one of the successes of the 1950s. ICI established 

manufacturing facilities at Fleetwood and Wilton. At the beginning of the decade 

production was confined to sample lengths only, but by 1957, Wilton was 

manufacturing 8 million lbs, extended to 30 million lbs by the end of the decade. 124 

In addition to domestic sales, ICI negotiated a series of manufacturing sub-licences 
in Europe, North America and Japan. The commercial potential of the new fibre 

was not lost on other European manufacturers. ICI fought off a nullity suit filed 

by the Dutch rayon giant AKU in early 1954; 125 later in the same year, British 

Celanese accused CPA of infringing one of their own patents. The suit was 
dismissed by counsel as largely irrelevant, but it was a measure of other firms' envy 
that they were prepared to resort to court action, even though the chances of 

success were negligible. 126 When the patents came up for renewal in 1958, British 

Celanese again challenged them but without success. 127 In March the following 

year the patent was extended for a further five years to 1963 on the grounds that 

an equivalent amount of development time had been lost due to the war. 128 

CPA and ICI therefore were in possession of a product with enormous commercial 

potential which extended beyond textiles into general plastics and even photographic 
film. The board was less interested in the commercial possibilities of these 

products; they were significant only in relation to the royalty income which they 

might generate. It was inevitable that this should be the case, since CPA had 

123 To be fair, the full details of CPA's terylene product development are 
incomplete. Although a few development projects were debated, particularly by the 
Managing Director's and Management Committees (among whose functions lay the 
monitoring of new product development), little of any substance remains. While it 
would be wrong to argue that this lack of evidence is equivalent to the non- 
existence of any such projects (it could simply be a question of non-recording in 
the minutes), it does appear that the directors were less interested in developing 
new finishes and new products for terylene by the end of the decade, and more 
concerned by the overall level of terylene royalties. 

124 Board, 45,11/3/57,5 February. 

125 AKU eventually settled for the same terms as other European sub- 
licencees. Board, 42,8/4/54,16 Februar). 

126 Board, 43,8/25/54,7 December. 

127 Board, 46,14/10/58,13 May. 

"8 
It. Board, 47,9/7/59,17 March. 



a 

229 

effectively surrendered the development initiative of the fibre to ICI in their 

original agreement. ICI acted as a barrier between CPA and the fibres eventual 

customers, and there was always the possibility that ICI would feed only as much 
information to the patent holder as it wished. The directors realised that thev 

were dependent on ICI for the best possible terms in their sub-licence negotiations. 

As one director observed in 1954, "ICI was concerned only with the patent rights in 

countries where there might be potential producers and were not directly interested 

in marketing goods manufactured from the fibre". 129 

Negotiations between CPA and ICI were therefore concerned almost wholly with the 

extent of the former's monetary gain. Given the success of Nylon, the board were 

undoubtedly correct in pressing for the best possible deals from each separate 

application to which the process could possibly be put. Thus while CPA's relations 

with ICI were largely amicable, the directors were always conscious of the need to 

monitor every negotiation between ICI and third parties. On at least one occasion, 

over the issue of fixed payments, the board stuck out for higher terms. The 

question of whether CPA should benefit from lump sums paid to ICI for technical 

assistance was first raised by McCulloch in April 1953,130 and was pursued in 

meetings with Dr Caress of ICI on 17 and 21 March, 131 and later in September. 132 

The board argued that these were 'other payments' as classified under clause 6 of 

the original agreement, an argument that Dr Caress of ICI totally rejected. 133 This 

issue was the nearest the two companies came to an open rift. Hargreaves was 

annoyed that ICI had withheld details of its sub-licencing agreements in the early 

stages; ICI countered in October 1953 with the threat that by pursuing with the 

question of lump sums, CPA was in danger of damaging the 'amicable relationship' 
between them. 134 A few days later Hargreaves backed off from an open 

confrontation, hoping instead that the issue could be arbitrated 'on friendly 

129 Board, 43,11/10/54,11 May. 

130 Board, 42,8/9/53,28 April. 

131 Ibid, 17/15/53,18 August. 

132 Ibid, 10/17/53,15 September. 

133 Board, 42,8/19/53,29 September. 

134 lbid, 10/21/53,14 October. 
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terms'. 135 An agreement was finally reached in late 1954 when ICI agreed to pay 
CPA M% of all sub-licence jump sums, 136 and 50% of all fixed payments for sales 

of polyester films, netting CPA approximately E8-9000 per year. 137 

There is no question that CPA's financial rewards from the Terylene royalties were 

an unqualified success, underlining the wisdom of the original agreement with ICI. 

By 1957, royalty income had grown to the point where Roger Lee felt it could be 

accounted as a separate item in the profit and loss account. 138 Between 1957 and 

1960 Terylene earned CPA fl. 8 million. 139 CPA's record on the commercial 

development of the fibre was more mixed. At the beginning of the 1950s, CPA was 
ideally placed to develop the fibre's potential in the textile market. In 1951 the 

board declared it was "essential for CPA to be the first in the field" in terylene 

development, 140 while in early 1952, Lee pressed his colleagues to make terylene 

and nylon finishes high on the board's research and development agenda. 141 Early 

trials suggested that the fibre was most readily suited for shirtings fabric rather 

than dress goods and CPA directed most of its research effort to applying its anti- 

shrink, crease resist and permanent lustring techniques to polyesters. 

The evidence, admittedly very patchy, suggests that CPA's Terylene finishing 

suffered from the same constraints as its core finishing business. From the 

beginning CPA was not able to keep the costs of Terylene finishes under controll 

even though finishing capacity in the early 1950s was small, consisting of only two 

machines. 142 The board was embarrassed in March 1953 when ICI advised all its 

customers to use CPA's Terylene finishing facilities, even though its prices were 

135 Ibid, 10/21/53,27 October. 

136 Board, 43,12/18/54,3 August. 

137 Ibid, 10/8/55,3 May. 

138 Board, 45,12/13/57,9 July. 

139 1957: E237,000; 1958: 000,000; 1959: L418,000; 1960: E853,000. 

140 Board, 40,13/20/51,11 September. 

141 Ibid, 14/5/52,19 February. 

142 CPA's terylene finishing machines, a pin stenter and a heated rolling 
machine, were housed at Whalley Abbey. The stenter could manufacture 4000 pieces 
Of light fabric a week on three shifts, the heated roller between 3 and 5000 pieces 
of heavier fabric. MDC, 1,6/9/52,2 September. 
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greater than those of its nearest rivals, the BDA. 143 Even while the directors built 

better links with shirt manufacturers in the 1950s, their efforts were undermined by 

their refusal to invest in greater finishing capacity. Harry Rael-Brook, a young 
London shirt manufacturer with a factory in the East End and later in Brixton 

wanted to consign all his polyester and cotton shirt finishing to CPA, even though 

their prices were higher. The board declined since there were not enough machines 

to cope with the volume. 144 

This refusal to invest in greater finishing capacity for what was a key market is 

one of the more remarkable aspects of the Terylene story. The reasons for it have 

to be seen within the context of CPAs overall research activities and how these 

fitted into the underlying strategies pursued in the 1950s. Terylene finishing was 

part of CPA's overall finishing capacity which concentrated largely on the special 

finishes, Crease Resist and Anti-Shrink. CPA's plant was manufacturing 

approximately 9,000 pieces of these in 1956, and demand was rapidly outstripping 

supply to the point where production had to be rationed. 145 Hargreaves demands 

for a more long term solution to this problem produced a series alternatives: 

conversion of an existing printworks such as Mere at a cost of E350,000; adaption 

of existing facilities (f450,000); or the erection of a wholly new plant adjacent to 

Chadkirk (j500,000). 146 By early 1957, the MDC was already in favour of closing 

Mere works ir any case and the scale of the investment and the time scale involved 

(two years) made them reluctant to propose any extension to finishing plant. 147 

The reluctance to invest in Terylene finishing plant seems to have been prompted 

by similar objections, although the record is very unclear on this point. Perhaps a 

better guide to understanding this failure can be seen in the conduct of research 

generally within CPA. The under development of Terylene can be seen as one of a 

number of activities pursued in the 1950s which were never brought to fruition. 

One of these was screen printing which was seen in the mid 1950s as essential to 

143 lbid, 7/7/53,31 March. 

144 MDC, 3,8/20/56,30 October. 

145 MDC, 3,6/20/56,30 October. 

146 lbid, 9/22/56,27 November. 

147 Ibid, 8/24/56,31'December. 
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the production of special finishes. 148 Screen printing, located at Broad Oak 

works, never reached its full potential because the MDC and its successor the MC 

could not agree on the type of machinery to be used and after Broad Oak was 

closed in 1959, screen printing became a dead issue, even though it constituted 

almost 10% of domestic print production in the late 1950s. 149 

Another example of CPA's inability to turn research ideas into commercial reality 

was in the field of bonded fabrics. The initial concept had sprung from a member 

of the Federation who suggested that CPA and the Lancashire Cotton Corporation 

(of which Roger Lee was also chairman) should collaborate. The MDC agreed this 

was a field which CPA could not ignore. 150 Although it was felt that there was 

sufficient expertise in the UK to develop the fabrics, it was decided to send a 

representative to the USA to examine techniques in existence there. 151 Two 

reports dated 21 February and 7 March 1958 of visits to the USA convinced the 

new MC that CPA should begin to sell non-wovens and the committee was advised 

that opportunities for non-wovens existed in milk filters and surgical fabrics, niche 

markets with considerable profit potential. In addition, an American company, the 

Kendal Co Inc, was prepared to offer CPA assistance. The LCC were in favour and 

an initial plant was costed out at E30,000.152 The project never materialised as 

certain MC members, Cowan in particular, did not trust the LCC and would not 

grant the investment money until the Kendal Co released information. The latter 

objection was perhaps understandable, but the former was remarkable given CPA's 

personal links with the LCC. 153 

It does seem, from these examples, that CPA directors were quite able to spot the 

commercial potential of particular innovations but in the 1950s at least were unable 

148 lbid, 13/17/56,18 September. 

149 In 1959 screen prints were nearly 37 million yards out of a total of 380 
million. Cotton Board, Quarter1j, Stativical Revieýv. 

150 lbid, 10/17/57,1 October. 

151 lbid, 9/19/57,29 October. 

152 MC, 6a-c/8/58,8 April. 

153 The development of the non-woven fabrics story can be seen in the NIC 
minutes, particularly MC 3,2/9/58,17 April; 5/16/58,15 July; MC 4,14"18/58,1 ' 
August; 11/19/58,26 August, 8/21/58,23 September; 10/23/58,21 October; 14/24/58 
4 November. 
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to manage the process of bringing these innovations to the market place. Part of 

the reason for this was the fact that research and development was not central to 

the company's activities: R&D and corporate strategy were not interlinked as they 

were at say Du Pont or ICI (Hounshell and Smith 1988, passim; Reader 1975,85; 90). 

Otherwise, it was noticeable that wherever there was doubt in the directors' minds, 

they tended to refuse investment and reduce risk. Many of these doubts sprang 
from perceived uncertainties in the market for new products. This, of course, was 

a part of the directors' collective ignorance of market trends. They could not gage 

the opportunities for new products in the same way that they were unable to spot 

the effects of the decline in domestic demand for CPA's core printing products. In 

the end, what mattered was CPA's ability to monitor and understand the movements, 

threats and opportunities in each of its major product- markets. The inability to 

master such market information bred complacency on the one hand and led to 

stunted opportunities on the other. 

7.8 Personality and Structure 1942-1961 

The first movement towards strategic re-alignment evident after 1942 was paralleled 
by structural reform during the war and as a prelude to the secession of executive 

authority at the centre after the retirement of Lennox Lee in 1947. The lines of 

causality are somewhat blurred. The wartime structural reforms grew partly out of 

a perception that head office was over centralised, bureaucratic and expensive, and 

partly as a result of the need to take into account the growing international 

character of CPA's manufacturing operations. As Lee and his fellow septuagenarian 

colleagues neared retirement, structural reform was seen as an essential means of 
facilitating the transfer of authority to younger directors as well as consolidating 

the administrative gains of the war years. 

CPA's first attempts at self analysis in the early 1940s were not always successful. 
Many concurred with Hewit, who noted that "the prevailing view in the textile 

industry was that the Association was a well-managed concern", 154 although the 
identity of these admirers remained obscure. Given that such views were well 

entrenched in an organisation which had not been reformed in essence for o,., -er 

twenty years, it was perhaps understandable that an independent enquiry into means 

of reducing head office costs by the accountant Colin Skinner met with scathing 

154 Board, 25,30 April 1940, p. 185. 
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incredulity. 155 Skinner's report exhumed a bureaucratic, antediluvian structure at 
head office which, in his view, could be effectively reduced by a third from 

E100,000 to just over E70,000 a year. Since it left no-one's fiefdoms unscathed it 

was unpopular with everybody and although Skinner was forced to retreat on almost 

every point, his investigation at least convinced some directors that changes were 

necessary. 

There is some evidence that Lee was aware that CPA's central organisation was 

suffering from incipient diseconornies of scale. For most of his remaining time as 

chairman, Lee focussed his attention on two problems. The first was how to make 

the centralised administrative structure more responsive and efficient without the 

whole apparatus degenerating into a fight at the centre between personalities. As 

Lee wrote in 1945, 

"anyone who looks through the history of the Association will be struck 
by the frequent changes in the form of its management and will note that 
these all arise from the individual desire to control a part, sometimes a 
very large part. In time the board found that it was deciding its policy 
on facts, based not on the real issues but those presented by a member 
to fit in with his policy". 156 

At the heart of reforms in mid 1940 was an attempt to separate administration from 

strategy. In July, the central production and selling functions were amalgamated 

under one roof into two departments, A and B (one for domestic, the other for 

foreign capacity), with the express aim of releasing the directors from their 

departmental responsibilities. "The whole object of these proposals was to free the 

board from the details of administration and to give it time for discussion of the 

future, the policy and the better conduct of the Association". ) 57 

But Lee and his associates were equally aware that it was increasingly necessary to 

promote junior talent quickly to take executive responsibility. It was this 

imperative which prompted Lee to suggest to his colleagues that CPA should create 

155 Secretariat, Box 12-40, fol 54, sub file 2, Skinner's report, 16 February 
1942. 

156 Secretariat, Box 1234, fol 40, Lee's notes on the A Committee, 27 
February 1945, p. 1. 

157 Board, 26,23 july 1940, pp. 40-43, quotation p. 41. 
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9 _158 a junior board in the manner of the Bradford Dyers Association in earlý- 1 4" 

it was symptomatic of the directors' unwillingness to consider any devolution of 

authority that most were unresponsive. Yet this led to informal meetings between 

the board and departmental managers between 18 March and 16 June 1942 which 

were considered a success. 159 On 21 July the board agreed in principle to the 

creation of an executive whose main justification was the provision of better 

information from the branches to head office. 160 On 15 September, three small 

executives, merchanting, commission printing and mills, were created. 161 The twin 

needs for increased junior responsibility and less administrative work for the 

directors was combined: "the board is agreed that these matters [ie strategy] cannot 

be given the requisite information unless the directors are relieved of departmental 

work". 162 A year later, the principle was endorsed with the creation of four (later 

five) groups, A-D (E), 163 bound together by an 'A" Committee, acting as an analyser 

of information and reporting to the board at weekly intervals. 164 

The creation of the executives and the A Committee was a significant step in CPA's 

administrative development. Central control had been the fundamental goal of 

succeeding generations of CPA managers for the previous 35 years. Yet, although 

the A Committee became a model for subsequent committees in the 1950s, there was 

evidence that the purpose of separating administration from strategy was not readily 

accepted at head office. In March 1946, Lee complained that the purpose of the A 

Committee was being subverted; members were spending too much time on 

management functions. 165 The function of the Committee was plainly established: 

"it was essential that the A Committee should co-ordinate the various activities of 

" 166 the Association, bearing in mind the relationship of each part to the whole . 

158 Board, 28,3 February 1942, pp. 1-2. 

159 Secretariat, Box 1238, fol 49 (red file)minutes of meetings. 

160 Board, 28,21 July 1942, p. 86. 

161 lbid, 15 September 1942, pp. 117-121. 

162 Ibid, p. 117. 

163 The fifth group was created on 25 January 1944, Board, 29, p. 186. 

164 Ibid, 23 November 1943, pp. 156-63. 

165 Board, 3.2,19 March 1946, p. 110. 

166 lbid, 2 April 1946, p. 128. 
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After 1945, the most senior directors, Lee, Forrest Hewit and John Hamer, did not 

need reminding that securing a smooth managerial succession was imperative. All 

three had joined CPA at the end of the nineteenth century and had over 130 years 

of continuous service in the company between them. The pressure of working 

through yet another war was telling on the older board members. Cecil Railton, the 

popular and talented amateur actor, in charge of CPA's selling organisation, died on 

26 April 1944. Roger Lee spent the bulk of the war on secondment to the Roý, al 

Ordnance Factories in the north west, Clive Hargreaves, CPA's dynamic overseas 

market expert spent most of the it abroad. It was therefore left to the senior 

directors to manage CPA's domestic operations. Lee, who celebrated his 80th 

birthday in 1944, suffered periodic bouts of incapacitating illness, most notably in 

1940 and at Christmas 1943. The latter was a highly serious lung inflammation 

which spread to the heart. At one point it was felt he would not live but people 

reckoned without Lee's indomitable spirit. He was absent from Manchester, 

convalescing at his Herefordshire home How Caple Court for almost four months 

until April 1945. No matter; he continued to lay down the agenda from his bed. 167 

The need for a smooth executive succession during the war was one reason for the 

creation of the Executives and the A Committee in late 1943. On I February 1944, 

the first of the new executives, Vernon Davenport, who had joined CPA in 1909, 

was elected to the board with the responsibility of overseeing commission printing 

which had already been transferred to a separate grouping. In July 1944, John 

Hugill, Chief Accountant and Company Secretary was elected to the board, to 

replace Railton who had died the previous April. The Secretaryship passed to Major 

FA Jones. Railton's death created a serious gap on the selling side which was 

solved partly in September 1946 when Davenport was moved into Railton's old job. 

Davenport's responsibilities were given to Malcom Hewit Ferguson, although he was 

not elected to the board until January 1947. 

But these changes were not simply to ensure the succession of executives from 

junior to senior posts. By the end of the war, CPA's strategy was changing: 

Merchanting was being built up to match commission printing in turnover; the 

company had moved further downstream into making up and retailing; it was 

167 His personal secre . tary James King wrote to the Board that "in spirit he 
is, of course, the same as ever". Secretariat, Box 1230, fol 25.7, letter from King 
to Hugill, 28 December 1943. 
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focussing much more on branded lines and special finishes; the scale of its overseas 

activities was about to be expanded considerably. The sort of centralised control 

which had prevailed in the company since 1902 was no longer practicable. New 

forms of central administration were essential. It was obvious that the Committee 

system which had served CPA during the latter years of the war was far from being 

the directors' ideal and would soon be reformed. 

Throughout August 1946, the board debated and approved a series of organisational 

changes. Essentially these split CPA's activities into a series of groups. in all, 

eleven groups were envisaged: works and commission printing; mills; merchanting; 

chemical merchanting; overseas subsidiaries; finance; government and trade 

organisations; stock house; making up, the secretary's department and a final group 

called board control. Each group was managed by one or two directors or a Group 

Manager, reporting to the board. The board debated all matters relating to 

strategy, particularly CPA's financial policy. Salaries above a certain limit were 
referred to the salaries committee; requisitions were noted by the directors. 
Directors on outside companies, such as Brook Manufacturing, required the board's 

authority before they could act. Group managers were expected to submit reports 
once every three months, and group budgets would be approved six months in 

advance. It was still essentially a fully integrated and centralised form of 

management. 168 On 26 August, the works and commission printing group was split 
into two; and non textile merchanting established as a separate group. The central 

warehouse at Poland Street was transferred from the making up group to form a 

separate department. Roscoe and Cockroft, the Grafton make up factory was placed 
in the merchanting group as a temporary measure. The responsibility for managing 
these thirteen groups was then divided among the following directors and 
departmental managers. 169 

This new group structure was superimposed onto the existing Executives. The A 

committee was abolished on 2 September with nothing to replace it-170 The groups 

were responsible for their own administration but strategy remained the preserve of 

the board. Under the new system, the scope for the departments to initiate strategy 

was limited: they had no forum in which ideas could be thrashed out, other than 

168 Board, 32,12 August 1946, pp. 195-7. 

169 Board, 33,26 August 1946, pp. 8-9. 

170 lbid, p. 14. 
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their own executives, which were largely pre-occupied by the details of 

administration. 

Within a year, this cumbersome arrangement was replaced by a Management 

Committee (MC) in September/October 1947.171 The aim was to create the link 

between the groups and the board which they obviously needed. This committee 

consisted of those directors in charge of the works, merchanting, commission 

printing and overseas groups, under the chairmanship of the deputy chairman. In 

effect this meant, McCulloch, who was elected to the vice-chairmanship on 12 

August 1947 after Hewit's resignation on 29 july, 172 Hugill, Davenport, Ferguson 

and Hargreaves. The MC was responsible for the administrative details arising out 

of board discussions requiring the joint discussion of directors. The directors were 

worried that at the time of its creation, the MC was composed of a majority of 

board members; major policy decisions were therefore excluded from its remit of 

activities and decisions were to be as unanimous as possible. The main task of the 

MC was to ensure the co-ordination of the groups; each group reported to the MC 

every quarter and directors in charge of groups who served on the MC were 

permitted to raise any questions relating to their groups. The fact that the groups 

were required to prepare periodic reports for the board raised the question of 

whether they should also do so for the MC. On 28 October 1947, The board agreed 

that The quarterly group reports would be made available for the use of directors 

and confirmed that the functions of the MC were to be largely administrative. 173 

In particular, the MC was not permitted to meddle in group affairs. 

In between the reformation of the board and the creation of the MC, the character 

of board personnel completely changed. The posts of chairman and vice-chairman 

changed hands within the space of a few weeks. Lennox Lee had indicated at the 
Annual General Meeting of shareholders in November 1946 that he would be stepping 
down and making way for a younger man and this he confirmed to his fellow 

171 Board, 34,23 September 1947, p. 119. On 22 July, Roger Lee, who had 
succeeded his father as Chairman, submitted a memorandum to the board broadly 
suggesting that the principal of the A Committee should be revived in the form of a 
Management Committee. Ibid, p. 68. 

172 lbid, p. 82. 

173 lbid, p. 139. 
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directors on 16-17 December. 174 He wanted a ballot to take place as soon as 

possible to enable him to relinquish the chair at the beginning of the new financial 

year starting in July 1947. This ballot was held on 6 January 1947.175 Seven 

nominations were received for three candidates: Lee's son Roger, Norman McCulloch 

and an unnamed outsider. McCulloch was the most senior director not approaching 

retirement; Roger Lee was an obvious candidate in view of his father's reputation 

and prestige within CPA. The nomination of an unnamed outsider may have 

indicated a preference for a principle rather than a specific candidate. In the end 

Lee was elected (by an unknown majority) and after an open breach with his father, 

was confirmed as chairman on 10 June. 176 

There can be no doubt that Roger Lee was a completely different man to his 

autocratic father. His uncertainty of accepting the chairmanship when it was 

originally offered to him reflects more on the fact that the majority of the major 

decisions regarding policy had been taken in his absence while he was working for 

the Royal Ordnance Factories in the North West; the retirement of his father came 

at a time when he was still familiarising himself with the job of running an 

expanding and strategically targeted department. His demand that no further 

directors be created before he took up the job suggests a lack of confidence: he 

was concerned that the board would not give him the unyielding support they had 

always given his father. The directors were at pains to assure him of their total 

confidence. Altogether, Roger Lee was a quieter man of immense charm and board 

proceedings after 1947 were not peppered with querulous outbursts of temper 

directed at the directorate that characterised his father's tenure. 

The succession of personnel on the board after 1947 was caused entirely by the 

replacement of retiring members: the expansion of the directorate to include non 

executive members did not occur until the 1950s. Lee senior's retirement was 
followed by that of Forrest Hewit, first as vice-chairman on 29 July 1947177 and 

174 Board, 33,17 December 1946, p. I 10. 

175 lbid, p. 119. 

176 Board, 34, p. 28. The precise reasons for the rift between father and son 
are difficult to determine from the record since the correspondence extant in the 
Secretariat files does not tally with the official record presented in the board minutes. 

177 lbid, p. 70. 
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later as a director on 2 September 1948; 178 John Hamer resigned as a director on 

the same day as Hewit, and died two months later on 6 November. Lennox Lee died 

on 14 December 1949, aged 85 and only a few days short of celebrating CPA's 

jubilee. It was the end of an era. The vacancies were filled by the younger 

executives who had been groomed for service on the board since 1942. Roland 

Thomas and Charles Ashworth joined Malcom Ferguson on 25 November 1947 

responsible for the merchanting and mills groups respectively. 179 Norman 

McCulloch replaced Hewit as vice-chairman. John Hugill, former secretary and chief 

accountant, resigned in May 1949 over the issue of the government's Pool and Quota 

Scheme reducing the directorate from eight to seven members. This was the last 

time the board would be so small. 

It was generally accepted by the board that the group system was fine from an 

administrative point of view; the creation of the MC had been an experiment. Each 

group, however, was absorbed in its own affairs and the MC had become a forum 

for these sectional interests. Lee presented the directors with two options on 9 

November. The first was to make the board the sole arbiter of policy with the aim 

of making the groups more autonomous. The alternative was to create one or more 
Managing Directors, responsible for administering the groups and in whom would be 

vested all board authority. Thomas and Ferguson, only recently appointed as 

directors, argued for the retention of the group system and pressed for greater 

executive authority for group managers. 180 

On 23 August 1949, Lee reminded the board of the proposal to create a Managing 

Director and this was unanimously approved. 181 Clive Hargreaves was elected to 

the post with effect from I September. Hargreaves, in charge of works overseas, 

was a man of considerable experience. He had set up CPA's first subsidiary, the 

China Printing and Finishing Company, in the 1920s and 30s, turning it into the 

model on which all of CPA's other foreign subsidiaries were based. By 1949 he had 

been a director for over ten years and was the most energetic and well-travelled 
director on the board. His appointment was logical: he knew most if not all of 

CPA's products and markets and was well respected by his colleagues; he had, in 

178 lbid, 2/25/48,2 September. 

179 Board, 34, p. 157. 

180 Board, 36,7/32/4 8,9 November. 

181 Board, 37,14/36/39,23 August. 
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any case succeeded McCulloch as chairman of the MC after 23 August 1948. The 

group system was indeed retained under these reforms but the MC was abolished: it 

met for the last time on 26 August 1949. 

The flirtation with a personalised form of authority did not last long and a 

Managing Directors' Committee was reconvened in 1952 lasting until Hargreaves" 

death from cancer in 1957. CPA's administrative form in the late 1940s, endured 

until the crisis in printing led to the adoption of the multidivisionalised form in 

1964. In the 1950s therefore, CPA"s administrative structure welded together 

elements of the unified model and a much freer organisation in which functions, 

particularly the administrative and the strategic, were more carefully separated. In 

this sense, CPA existed at a stage between the functional unified corporation and 

the truly devolved and multidivisionalised structure evident in some American 

corporations in the interwar period. 

That the directors' approach to strategy and organisation remained constant in the 

1950s was a measure of the continuity at head office. The directors who retired in 

the 1940s created in their successors mirror images of themselves. The directorate 

created in the 1950s was a mixture of old CPA experience mingled with younger 
internal executives and a trio of experts hired from the world of finance and the 

corridors of power. The latter were all personal friends of the Chairman, Roger Lee. 

Sir Ronald Mark Cunliffe Turner and Sir John Barlow were elected to the Board in 

September 1952.182 Turner was a representative of Benson, Lonsdale, CPA's 

merchant bankers. Barlow was Conservative MP for the Lancashire constituency of 

Middleton and Prestwich and was a well respected figure in the cotton industry. 

Although only a back-bencher, Barlow had influence with Tory grandees in matters 

relating to Lancashire industry. These non-executive directors were joined in 

January 1956 by Edmund Hall-Patch, a retired Treasury civil servant. 183 These 

three men were hired principally for their inside knowledge of government, although 
Turner's appointment was a measure to forge more direct links with finance from 

the City of London. This made Turner a central figure in the strategy debates of 

the mid to late 1950s. 

Other changes to the directorate were caused mainly by the retirement of senior 

182 Board, 41,1/22/5.2', 16 September; ibid, 1/24/52,30 September. 

183 Board, 44,1/3/56,31 January. 
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members (see Figure 7.1 below). Norman McCulloch was the first to leave in 

September 1953, to be succeeded by Robert Cowan. 184 In January 1956, Vernon 

Davenport, then aged 70, was awarded a silver salver for long service, but he 

remained on the board until the early 1960s. It was during 1956 that Hargreaves, 

deputy chairman and Managing Director, fell ill with cancer. Much of the burden 

of his work was taken over by Norman Eric William Hutchinson. After Hargreaves' 

death in November 1957, Ferguson took over Hargreaves' duties as Deputy 

Chairman and chairman of the reconstituted Management Committee. The post of 

Managing Director was allowed to lapse. Two years later, in May 1959, Geoffrey 

Collier Potter was elected to take over some of Ferguson's responsibilities. Finally 

in September, the secretary, Francis Jones was made a board member. Hutchinson 

and Potter were both production men. Potter was promoted from manager of the 

Broad Oak works after closing down the printing section. Cowan had learned the 

business as managing director of Actil and the ill-fated Nyanza Textiles projects. 

In spite of these successions, the character of the board did not change. Roger 

Lee remained Chairman until his retirement in 1964 and both he and Thomas, the 

merchanting director provided the continuity with the post war policies of his 

father. Lee also became chairman of the Lancashire Cotton Corporation elevating 

him to a position of some influence among other Lancashire textile manufacturers. 
The election of the non-executive directors did little to break the continuity of 

culture. Most of the directors, including Lee himself, had come up through the 

ranks of the Lancashire side of operations, and were steeped in the traditions of 

rule from the centre. They were all imbued with the politics of Lancashire textiles. 

The younger directors were used to the idea of head office setting the strategic 

agenda. 

184 Aged 71, McCulloch had joined CPA in 1900, progressing from manager of 
the Scottish works to production director and co-ordinator of CPA's research effort. 
He received a CBE in Queen Elizabeth's first Birthday honours list. 
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Figure 7.1: Board Personnel Changes 

Name 

Roger Lee 
Clive Hargreaves 
Norman McCulloch 
Malcom Ferguson 
Roland Thomas 
Vernon Davenport 

Sir John Barlow MP 
Sir Mark Turner 
Robert Cowan 
Edmund Hall-Patch 
Norman Hutchinson 
Geoffrey Potter 
Francis Jones 

Election 

1933 

25/11/47 
25/11/47 
1944 

16/9/52 
30/9/52 
22/9/53 
31/1/56 
25/9/56 
15/5/59 
8/9/59 

Retirement 

22/9/53 

Death 

Oct 57 

7.9 Conclusion 

On the eve of the greatest market calamity CPA was ever to experience, the 

company was in the midst of another round of re -organ isation. The aim of this was 

to increase verticality. This process and the assumptions which underlay it were 
indicative of CPA's biggest problems. The first was a lack of strategic focus. The 

directorate did nothing to question the validity of particular strategies so long as 

operations continued to make short-term profits. Yet the evidence suggests that 

there was some considerable confusion surrounding the precise relationship between 

the merchant departments, commission printing/finishing and the overall limits to be 

put on capacity. The strategies of greater verticalisation demonstrated the 

weaknesses inherent in the earlier policies which emphasised not verticality as such 
but more of a closer relationship between production and distribution. This 

strategic confusion was compounded by the expansion of retail outlets which while 

offering good short-term profits, did not seem to fit neatly into any particular 

strategic goal. CPA in the late 1950s could be characterised as a company with a 

shrinking core product, with a distribution policy that bred more problems and with 

a bit of retailing on the side. By 1961, CPA was in a strategic mess. 

At the root of these dilemmas lay entrenched attitudes of mind. The directors 

appeared convinced that re-organisation was the solution to their strategic short- 

sightedness. They took the task in hand, whatever that might be, and sought to 
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streamline it in the hope that this would lead to more satisfying results. They did 

not once stand back and wonder whether what they were tinkering with was 

actually necessary to their business goals at all. The reasons for this way of 

thinking are not hard to find. The directors were nurtured in a culture in which 

crisis and response (usually a market failure of some sort followed by re- 

organisation) had been endemic for a number of years. There is good evidence for 

suggesting that CPA was a company which had always seen its competitive position 

in terms of getting the organisational structure 'just right'. By the end of the 

1950s, this had been a process which had been going on for nearly 60 years. 

In the wider competitive field, CPA were reluctant to take a lead in securing its 

future commercial prosperity and chose instead to look to the government to allay 
its fears regarding excess capacity. This was a further sign that the directors were 

defensive about their prospects. At the end of the 1950s, they were on the 

threshold of a short period of momentous strategic change. Yet since the end of 

the textile boom, the board had done little to build any lasting value into its 

operations. The deal with ICI over Terylene ensured that the company would have 

the money to finance survival but the timing of its latest re-organisation had 

weakened its capacity to respond flexibly to any new crisis. 
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8: Panic 1961-1968 

8.1 Introduction 

In the 1960s CPA underwent a process of profound strategic and structural change. 

The old core businesses, commission printing and merchanting, were perceived to be 

in terminal decline. By November 1961, the directors realised that urgent action 

was required to preserve CPA. From 1962 until late 1967 the company was 

thoroughly reorganised around a new divisional structure and its making up and 

retailing activities were expanded. In order to finance this expansion, CPA enlarged 
its equity base from around E6 million to E20 million. In November 1967, however, 

it was evident that the strategies of growth and diversification could not be 

sustained and in February 1968, Raymond Cullen, CPAs chairman after 1964, 

announced that CPA would merge with another cotton multinational, English Sewing 

Cotton, to form English Calico. 

The directors' response to the crisis in calico printing was characteristic. At first 

they appeared to have exhausted their ideas. They rejected wholescale exit from 

commission printing and merchanting from the outset, but trimming capacity was an 

exercise which could not be carried on indefinitely. In the early 1960s, they 

realised that buying out excess capacity was defensive and could not 

comprehensively solve the question of the industry's excess capacity without 

assistance. By this time, excess capacity had been overtaken by imports as the 

most important political issue on their agenda. 

As was so often the case in CPA's history, the board sought a remedy for their 

strategic ills in structural reorganisation. At first this was conceived as part of a 

series of cost cutting measures, including decentralisation, which were sought in an 

attempt to stem the losses incurred from traditional activities. Later, this 

developed into whole-scale reorganisation. This was accompanied by a strategic 

realignment but the links were only cursory. In November 1961, it was recognised 

that some diversification was essential, but this process was not harnessed to any 

u-ider strategic plan but grew incrementally. The programme was kept within "the 

general context of textiles". I The failure of CPA to build upon a coherent strategic 

1 Board, 48,14/13/61,14 November. 



247 

goal explained in part the reasons for its demise. After the merger with ESC in 

1968, there was a major blood letting: most of the CPA directors on the board of 

English Calico were forced out and many of their businesses were sold off. It was 

a sad indictment of a sorry past. 

8.2 Crisis 

The fall in demand for British cotton goods and the increasing import penetration 

of the domestic market by foreign cotton products had a significant impact on the 

corporate structure of the UK cotton industry. Other companies, notably English 

Sewing Cotton, Carrington Dewhurst and Viyella International pursued strategies of 

vertical integration and diversification similar to those employed by CPA. However, 

the most important development came from the entry of the fibre manufacturers ICI 

and Courtaulds. This entry was prompted in part by the failure of ICI's hostile bid 

for Courtaulds in 1961 (Knight, 1974; Coleman, 1980). But by far the greater 

motivation was the fear that their core market, British fabric manufacturers and 

users, would collapse in the face of rising imports. The two fibre giants invested 

in their market by either buying firms outright (Courtaulds' strategy) or by offering 

them financial assistance (ICI's strategy). 

CPA's strategy and the merger with ESC in 1968 should be viewed within the wider 

context of corporate development in the British textile industry. The pace with 

which the largest groups bought out their smaller rivals made it increasingly likely 

that CPA would receive a bid. All the other finishing combines were taken over in 

the early 1960s: Tootal by ESC, and BDA by Viyella International, both in 1964. 

Both Roger Lee (as chairman of the Lancashire Cotton Corporation as well as CPA) 

and Cullen were in contact with other textile companies during the negotiations 

surrounding the 'Northern Plan'. By 1967, however, the nature of these acquisitions 

changed. The larger companies started to bid for each other. There were indeed 

rumours during in 1963 that CPA had been taken over by ESC and in the following 

year an unnamed company approached the Board with an offer of a merger. CPAs 

close links with ESC and the changing character of textile mergers in the late 

1960s explains not only why it was these two firms which chose to merge but also 

the circumstances within which the merger took place. 

The entry of the fibre manufacturers was further evidence that "the mass market 

strategy [in textiles] had failed in the terms the industry set itself' (Shepherd 198 1, 

38). After forty years of decline, many of the larger textile companies, of which 
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CPA was a prime example, appeared too demoralised to adjust. As one commentator 

has observed, "in fact the entry of outsiders into the textile industry in the early 

1960s revived the political fortunes of the industry and enabled it for the first time 

to move towards an active re-adjustment strategy, even if this strategy was not to 

prove commercially successful" (ibid, 45-6). CPA's re-adjustment strategy took place 

largely independently of these other concerted moves but proved to be no more 

enduring. 

On 16 January 1962, Ferguson reviewed the background to the crisis. The 

government's programme to rid the printing industry of excess capacity had not 

worked. Moreover, the government's liberal trade policy towards Commonwealth 

textile imports had led to these countries, notably Hong Kong, India and Pakistan, 

gaining a high percentage of the UK cotton market, including prints. There was 

excess capacity in merchanting as well as production and most converters had 

become importers. Slackening demand for British prints both nationally and 
internationally was compounded by poor summer weather in both 1960 and 1961 

resulting in very slow seasons for dress goods. 2 

Clearly there was a crisis in calico printing but the fall in demand evident in the 

early 1960s was not itself a new phenomenon. Domestic and international calico 

printing demand had been failing every year since the slump of 1952. Sales had 

plummeted equally badly in 1958 without eliciting the same response. It seems that 

in the crisis of the early 1960s, several important boundaries had been passed. 
Output for the industry as a whole in 1962 fell below 300 million yards (Table 8.1 

below). The level of CPA's own bookings to 3 February 1962 fell to 68% of the 

previous yead Imports, which in 1958 accounted for only 5% of total UK 

production, by 1962 had grown to 22% (Table 8.2). But more significant than any of 

these factors, as far as the board was concerned, was the decline in CPA's share of 

the UK dress market, which fell below 50% for the first time since before the war. 
Moreover, as the MC admitted, dress products were highly unprofitable and since 

many works were dependent on them, CPA had pursued a strategy with a high 

degree of in-built inflexibilitý,. 4 In the financial year 1961-62, CPA made a loss on 

ordinary activities of over fI million, after a profit of fI million in 1960-61. This 

11 lbid, Il/l/62,16 January. 

3 Ibid, 16/3/62,13 M arch. 

lbid, 3e(ii)/-"6/62, op cit. 
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loss only offset by terylene royalties of f21 million. 5 The failure of the 

government's redundancy legislation, coupled with further market entry by merchant 

converters, had lead to a steady erosion of CPA's market strength in dress goods. 

CPA had therefore entered a period of absolute, as well as relative decline. 

Deprived of old market sharing agreements and worried by increasing import 

penetration, this finally was a crisis which the directors could no longer ignore. 

Table 8.1 UK Print Production 1962-1967 (Mill Yards) 

Year Cotton Rayon Others Total 

1960 335 50 22 407 
1961 268 46 22 336 
1962 217 41 20 278 
1963 209 32 18 260 
1964 219 34 20 273 
1965 193 40 22 255 
1966 164 38 20 222 
1967 154 35 23 212 

Source: Cotton Board, Quarterly Statistical Review 

The board was highly pessimistic about the trends in demand for prints. Few 

disagreed with Hutchinson who declared in a meeting of the Management Committee 

in February 1962 that "a full recovery was unlikely". 6 But it was clear that 

reducing commission print capacity would not achieve much. The bulk of CPA's 

capital was tied up in merchanting and "it was agreed" at the same February 
7 meeting "that a reduction in capacity would alone not offer a complete solution". 

Company policy in the past had been to book at least 50% of the UK's total dress 

market in prints, but this had led to a proliferation of customer accounts and had 

actually raised costs as customer run orders shortened. They agreed with Ferguson 

who in January 1962 advocated a delaý, to see what business was available to them 

and to take steps to eradicate marginal business and to reduce costs. This was 

echoed by Earnshaw the Cost Accountant who argued for capacity to be rearranged 

5 Board, 49,13/9/6-2,18 September. 

6 MC, 5,12/3/62,6 Februarý,. 

7 Ibid. 
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to make it more efficient rather than reduced, to make the plant more flexible. 8 it 

was a characteristic short-term response. 

On 27 February, Potter calculated that domestic bookings would run at 2.45 million 

pieces. The merchant departments, now operating vertically with Birch Vale, 

accounted for 600,000 pieces (or 24.4% of the total); CPA's principal commission 

customers provided 1.6 million pieces. This was not enough to fill total commission 

capacity of 1.9 million pieces-9 Although CPA was maintaining its market share, 

and despite "confidence that there would eventually be an improvement", 10 it was 

clear to the Management Committee that plant would have to be closed. On 10 

April, the Board agreed to close Bingswood and the engraving department at Dinting 

Vale. At the same time the Board sanctioned a series of cost cutting measures 

including a measure of decentralisation of certain head office functions to the 

works. II 

Table 9.2: Imports as a Percentage of Domestic Production 
1962-1967 (million square yards) 

Year Cotton % Rayon % Total % 

1960 36 11 16 33 52 13 
1961 42 16 14 32 56 18 
1962 43 21 16 42 59 22 
1963 39 20 12 39 52 21 
1964 34 16 18 56 52 20 
1965 33 18 22 58 55 23 
1966 34 22 22 61 56 27 
1967 42 29 23 70 65 32 

Source: Cotton Board, Quarierly Statistical Review 

These measures were part of a short-term tactical effort to reduce the scale of 

8 MC, 6,11/2/62,23 January. 

9 Ibid, 1/5/62,27 February. 

10 Board, 49,11/4,162,10 April. 

11 Ibid. 
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CPA's losses on traditional trading activities. The directors had still to come up 

with a means of gaining new business in prints. As Cowan perceptively pointed out 

to his colleagues, the MC "was in danger of adopting short-term remedies which 

might not be equally valid over a longer period". 12 It was at this stage in their 

deliberations that some of the directors began to realise they were pushing against 

the limits of what was possible with the information they had at hand. Cowan, in 

particular, was acutely aware that there was "a shortage of reliable information on 

which to base policy", and suggested a working party. 13 His remedy underlined hoýv 

the task of collecting internal and external information was tackled in CPA. 

Regular market analysis had never been a board priority. Earsnshaw, CPA's cost 

accountant answered Cowan's proposal by noting that while there were figures for 

total printing, dyeing and bleaching, a "full trade analysis was not possible". 14 

Earnshaw assumed that the total output was 'static' at 300 million square yards. 
The crisis of the early 1960s therefore contributed to a growing awareness of the 

need for more sophisticated management techniques, including operations research 
(OR). As it was explained to the board, "the principal advantage of OR was that it 

reduced the need for an intuitive approach to problems and provided a quantitative 

basis for management decisions". OR had already been used in the merchant 
departments to a limited extent, with some 'striking' results, and there was some 

sympathy to the idea that the board should buy a computer. 15 

The MC considered three options: to focus on cost, drive out all other domestic 

competition or differentiate their products. On 4 December 1962, Cowan suggested 

a price war. 16 This was swiftly rejected. Although the accountant reckoned that a 

10% price reduction would result in an additional 10% of business, Potter noted that 

"price was now to some extent a secondary consideration; customers were more 

interested in quick deliveries and other services". 17 Price competition tended to 

12 Mid, 3e/26/62,30 October. 

13 lbid, 3e/26/62 op cit. 

14 lbid, 3g/26/62, op cit. 

15 This suggestion brought forth one of Ferguson's classic asides: "such 
formulae, " he observed, "would not eliminate the need for management or policy 
decisions and could not, for example, anticipate changes in the weather or in 
fashion 

..... Ibid, 3b/26/62, op cit. 

16 MC, 6,12b/30/629 4 December. 

17 lbid, lb/31/62,13 December. 
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destroy customer goodwill. In any case, the directors noted that price cutting as a 

tactic to gain more business had been tried unsuccessfully in the past. The 

justification for a price war, reducing the scope of domestic competition by driving 

other firms out of business, was also dismissed. This had been discussed in the 

context of raising prices. Ferguson, in one of his more acute asides, remained 

"doubtful about the effectiveness of price cutting as a means of reducing 

competition, as, in spite of economic theory, textile printers often appeared to staN, 

in business even when it was no longer profitable to do so". 18 The directors 

declined to take this particular route since it was "impolitic ... however justifiable its 

aim might be". 19 A possible alternative was to buy out other domestic firms with 
CPA's own resources. Thomas warned his colleagues against adopting a policy of 

acquisition which he considered defensive. The government's re-organisation scheme 

had prompted some large scale purchases of other firms, notably UTR, without any 

conspicuous success. In the aftermath of the 1959 Act, the possibility that the 

remaining independent firms would combine re-emerged. The directors agreed to 

adopt whatever strategy they deemed appropriate once this had taken place. 20 

Equally unattractive was Cowan's proposal to turn CPA into a company distributing 

finished foreign cloth from Hong Kong. Indeed, there was never any suggestion in 

these early strategy debates of using CPA's foreign capacity as a base for importing 

finished goods into the domestic market. This course was explicitly rejected on the 

grounds that they would be competing directly with other import houses, while such 

an operation would strike at the roots of the board's cherished strategy of vertical 
integration. 21 None of CPA's foreign plants had built up any export expertise and 

the directors themselves had conspicuously failed to integrate their overseas 

subsidiaries, preferring instead to build local structures. Throughout the remainder 

of CPA's independent existence, the company's foreign capacity did not enter the 

domestic strategy equation. 

This left the board contemplating a possible option based on greater value through 

service. The MC was, however, not explicit about its commitment to service to 

CPA's customers and indeed most of its recommendations to the board were 

18 Ibid, l2b/30/62, op cit. 

19 lbid, 1/31/62, op cit. 

20 Board, 49,14/12/62,11 December. 

21 MC, 6,9/16,6, '-', 26 June. 
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concerned with reducing costs and filling capacity. Apart from rejecting price wars, 

the MC advocated steps to reduce overheads, increase market share, and to mix 

production of dyes with prints. Demand for dyes was strong and more than 32% of 

all merchanting business was in dyes. 22 The vertical arrangement between the 

Merchanting Group and Birch Vale was reaffirmed. 23 The Committee was vague 

about what the steps were that it could take to increase market share since every 

move to eradicate marginal accounts would lead to a further loss of business. 

Finally, "it was agreed that opportunities for expansion in suitable fields in addition 
24 to the retail trade would justify consideration in the future". 

8.3 A Change of Leadership 

CPA's last years as an independent company saw the membership of the Board 

expand and a change of leadership. Roger Lee was succeeded as Chairman by 

Raymond Cullen on I October 1964. The retiring age for directors was brought 

forward from 65 to 63 and the Board increased its membership from 12 to 15 (for 

the elections and retirements see Figure 8.1 below). Cullen's election to the Board 

and the MC on 9 September 1962 signalled the end of the Lee dynasty's hold on 

CPA, stretching back to 1909. Cullen had worked for CPA all his life but had spent 

the majority of his service outside the UK heartland, joining first the China office 

in the early 1930s (after leaving Cambridge) before progressing to become Managing 

Director of Mettur Industries in the late 1940s. In the late 1950s, Cullen returned 

to the UK to take over the management of the merchanting subsidiaries, Marshall 

Fabrics and Beales, Powner, Plowright. This post was the traditional route to the 

chairmanship of the board. Roger Lee had served his managerial apprenticeship 

doing a similar job in the late 1920s. 

Cullen began a period of acclimatisation at head office with a tour of all the 

Groups. He became Chairman of the Management Committee on 24 September 1963. 

Within two months, on 17 December 1963 he was elected as Chairman designate and 

made Vice-Chairman. Other executive appointments after Cullen became Chairman 

proper on I October 1964 included the resignation of Frank Jones as secretary and 

the appointment of Arnold TyIdesley; Jones was later elected Vice-Chairman on 

Ferguson's retirement in September 1965. 

22 Board, 49,14/10/62,9 October. 

23 MC, 6,7/2/63,29 January. 

224 Ibid, le/31/62,13 December. 



254 

Figure 8.1 Board Membership 1962-1968 

Name 

Roger Lee 
Malcom Ferguson 
Roland Thomas 
Vernon Davenport 
Robert Cowan 
Sir John Barlow 
Sir Mark Turner 
Edmund Hall-Patch 
Norman Hutchinson 
Geoffrey Potter 
Francis Jones 

Election 

1933 
1947 
1947 
1944 
1953 
1952 
1952 
1956 
1956 
1959 
1959 

Retirement 

30/ 9/64 
30/ 9/65 
26/ 2/66 

/61 
9/ 8/67 

Raymond Cullen 
Charles Braham 
John Bulmer 
Dereck Easter 
Harry Rael-Brook 
Francis Maughan 
John Champion 

9/9/62 
22/1/63 
14/4/63 
22/6/65 
22/6/65 
8/2/66 

13/9/67 

Cullen's leadership style of leadership was not noticeably different to that of Roger 

Lee, whom he both like and admired. Lee, unlike his father before him, governed 

Board meetings as a final judge of policies which the directors initiated and 

debated. Cullen's tenure coincided with a period of profound change (for which he 

was mainly responsible); and while there is some evidence that he played a more 

direct role in shaping strategy (he combined the roles of chairman and chief 

executive and was responsible for drafting the divisional plan which became the 

model for CPA's operations while he was Chairman), this does not emerge from the 

official record. 

The expansion of board membership from 12 to 15 was caused by the diversification 

programme. In January 1963, retailing was separated from garment manufacture and 

Braham was elected as a director. 25 Bulmer"s election strengthened the 

representation of making-up. Dereck Easter was elected personnel director in Jul\ 

25 Board, 49,1/2/63,22 January. 
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1965 on the same day as Harry Rael-Brook, whose shirt company had been taken 

over. Frank Maughan replaced Thomas in February 1966 and a year later, prolonged 
illness cut short Cowan's turn of office as director responsible for the overseas 

subsidiaries. His replacement, JC Champion, had the distinction of being the 
director with the shortest ever tenure in CPA's history. 

All the appointments, with one crucial exception, were of insiders. Even Braham, 

who had joined CPA as a retail specialist after the purchase of ABFS in the late 

1950s, could have been called an insider at the time of his election to the board in 

1963. The only outsider was Harry Rael-Brook, a young entrepreneur whose shirt 

company was bought by CPA in mid 1965. Young, dynamic and highly ambitious, 
Rael-Brook was the only outside chairman of an acquired company ever to sit on 

the board. The directors were mostly in their forties, Ferguson and Thomas in 

their early sixties. The board, despite these changes, retained much of its former 

character. Someone once remarked that as a group, "they were gentlemen, but not 
26 streetwise". It was a common combination in the large established companies 

operating in Lancashire at the time. 

8.4 Reorganisation at the Centre 1962-1968 

As in the past, the directors reacted to a period of uncompetitiveness or market 
decline by calling for structural change. It is significant that Roger Lee sought to 

resolve CPA's strategic impasse in by changing CPA's structure as early as February 

1962. "In [my] view", he told the Board, "it would not in any case be sufficient 

merely to reduce productive capacity; there was an urgent need to reappraise the 

whole organisation, which had remained largely unaltered, in spite of the continued 
27 decline in business and the closure of numerous works". His sentiments were 

echoed ten months later by Cullen who expressed the view that, 

"he was not convinced that the organisation of the Association in its 
present form best served the interests of economy in relation to the 
printing activities as, although a centralised structure had doubtless been 
advantageous when the Association was established, it now appeared that 
decentralisation might permit individual units to operate with greater 

28 simplicity, enterprise and efficiency". 

26 Private information. 

27 Board, 49,10/2/62,13 February, my emphasis. 

28 MC, 6, Id/31/62,13 December. 
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The board, prompted by Lee, saw structural re-organisation as a means of 

overcoming a deep seated strategic crisis. At first this process took the form of 

marginal cost reductions. 29 

These changes, which took the best part of eighteen months to bring into effect, 
did little to solve CPA's immediate crisis. They had a negligible effect on CPA's 

current account loss for 1962-63. It was in July 1963 that Turner brought the issue 

of CPA's organisational inconsistencies into the open. He suggested that CPA 

should become a proper holding company in which the subsidiaries would have 

control of the groups. 30 A week later, the Management Committee took over 

responsibility for finding an appropriate structure. 31 On 9 August, Cullen circulated 

a report advocating the creation of a holding company. This would created a 

stimulus for staff, encourage greater "managerial decisiveness" and thus to greater 

profitability. Group directors were asked to submit outlines for their Groups in 

early September. 32 

On 20 August, the MC created a small fact finding group (the Reorganisation 

Committee, or RC) to provide information from which the MC could debate the 

merits of the divisional structure. 33 The RC's report, dated 29 November 1963, 

29 In early 1962, various administrative activities were decentralised: the 
delivery departments and branch administration were transferred from Oxford Street 
to the printing plants. Board, 48,2/10/62,13 February. At the same time the 
directors seriously considered vacating St James Buildings for a smaller head office. 
Any sale of the Oxford Street site would release a fair degree of capital which 
could be invested in diversification. By May 1963, the directors had received five 
offers for the building, none of which they found acceptable. They agreed instead 
to modernise the fabric of the building, installing new lifts and toilets, and to raise 
the rents for tenants. Board, 49,10/7/63,14 May. 

30 lbid, 13/9/63,16 July. 

31 MC, 7,12/16/639 23 July. 

32 lbid, 1/19/63,9 August. 

33 Jbid, 11/20/63,20 August. The RC was staffed with the company's senior 
administrative officers: C Davies, RT Earnshaw (the cost accountant), D Moody and 
A Tyldesley (assistant secretary). The scope of the RC's enquiry was limited at 
first to data collection. They were instructed to estimate future demand, 
particularly in dress goods and to determine how this would be affected by price 
cutting and acquisitions. In addition they examined the structure of the merchant 
departments (vertical and horizontal), the advantages of reorganisation, the location 
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dealt more with the nature of demand than with CPA's structure. However, it 

showed conclusively the complete interdependence of the commission printing and 

merchanting departments. 34 On New Year's Eve, Cullen produced a memorandum 

advocating the creation of divisions within the company. There was broad 

agreement within the MC for this idea. 35 On 20 January 1964, the MC noted that 

"in order to preserve Merchanting Group business for the printworks it would be 

advantageous to proceed without delay to reorganise the Association into trading 

divisions with suitable financial and management structures". 36 Cullen reiterated 

the benefits of the new divisional structure in a board meeting held the follo%k-ing 

month. Not least of these was that it would provide the board with better 

information about the amount of capital in each division and the rate of return that 

each was earning. This in turn would stimulate the divisional managers to run their 

operations more efficiently. 37 

A fuller plan, also by Cullen, was put to the board in the following May. It 

envisaged the creation of five divisions: Industrial Division (formed from the 

amalgamation of the old Commission Printing and Works Groups), Merchanting 

Division, Overseas Division, Retail division and Making-Up Division. Each of these 

new Divisions were responsible for the efficient operations of the business allocated 

to them. The divisions were administered by a Divisional Board made up of five or 

six senior executives, including a Chairman and a Managing Director. A measure of 

central Board control was preserved since all the posts of Divisional Chairman were 

given to Board members, but their functions were largely administrative and the 

executive authority rested with the Divisional Chief Executive. The Divisions were 

collectively administered by the Management Committee in its role as co-ordinator. 

Above the MC, Cullen informed the Board on 12 May that he would be combining 

the roles of Chairman and Chief Executive and that all aspects of divisional 

administration would pass through his office to be monitored. 38 The changes 

of traditional activities and the size of the head office establishment. They were 
given three months to complete a preliminary report. 

34 Ibid, 6/36/63,10 December. 

35 lbid, 4/40/63,31 December. 

36 lbid, 2d/5/64,20 January. 

37 Board, 50,11/2/64', 11 February. 

38 lbid, 11/5/64,12 May. 
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became effective on I July 1964.39 A further Division, Menswear, was created on 10 

August 1965.40 

In committee, several problems had emerged in composing each Division. One 

proposal, to keep some departments separate charging out their services for work 
done for other Divisions was abandoned as uneconomical. 41 Hutchinson's plea for 

certain Divisions to be charged for idle capacity and credited with excess capacity 

was likewise dismissed. 42 The biggest problem was how to accommodate the mills. 
On 20 January 1964, Thomas claimed that the problems of the Merchanting Division 

would be such as to preclude taking over the mills as well. 43 In April Cowan 
44 repeated the same plea for the Overseas Division. In the end the MC took over 

the running of the mills themselves as a short term measure, until a more 

permanent administrative structure could be found. 

At first the amount of autonomy allowed the Divisional Boards was limited to 

administration, setting salaries and all requisitions. Major items of capital 

expenditure, particularly on acquisitions, were relayed to the Board for final 

approval. In October 1965, each Divisional Board was given an accountant, after a 

disastrous acquisition by Making Up Division of a clothing company, Stiebel Ltd, 

whose stock values had been falsely audited, increasing the purchase price and 

reducing the amount available after the stocks were liquidated. 45 The divisional 

boards were given greater financial autonomy after a review in January 1967, but 

more main board members were given seats on the divisional boards. 46 The status 

of the Management Committee was downgraded: it became a co-ordinating committee 

and formal minute taking of its proceedings ceased. 

39 MC, 7,5/22/64,19 May. 

40 Board, 51,7/10/65,10 August. 

41 Ibid, 1/18/64,23 April. 

42 Ibid, 10/17/64,21 April. 

43 Ibid, 2e/5/64, op cit. 

44 Ibid, 1/18/64, op cit. 

45 MC, 8,4/18/65,5 -October. 

46 Board, 52,9/2/67,10 January. 
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At the same review, Cullen expressed his satisfaction with the Divisions" progress. 
The new organisation "appeared to have achieved the objectives for which it was 
established". Some doubts were raised about the structure"s long term viability in 

the form in which it operated. A key to the efficiency of the American and British 

multidivisional structures was the creation of a separate inner office staffed bv the 

company elite whose job was to propose and analyse company strategy. In July 

1964, the Management Committee performed this function, but its scope was limited. 

The divisional boards were largely entrusted with forming their own strategies 

which the Management Committee then reviewed, approved in principle, and then 

passed on to the board for final acceptance. The MC, staffed by board members 

who were also divisional chairmen, in theory provided a forum for co-ordinating 

overall strategic direction. In practice, the MC's role as a monitoring committee 
did not last beyond 1966; even in this time it failed to prevent the rivalry between 

Retail and Menswear division competing for resources. After the review in 1967 
further powers were devolved to the divisional boards making it increasingly likely 

that the divisions would act self -interested ly. 

Fundamentally, however, CPAs organisational problems were caused mainly by its 

incremental strategy of growth by acquisitions. This created management problems 
for the new divisionally focussed administration. CPA had effectively divisionalised 

its manufacturing operations, rather than establishing the new form around brands 

or specific product groups. The acquisition of the Rael-Brook shirt business, along 

with the Harry Fenton shop chain, led to the creation of a vertically integrated, 

product- focussed division, selling menswear. In organisational terms, the Menswear 

Division was practically a firm within the firm. The directors had sanctioned a 

wholly misplaced structural re-organisation which in this hybrid form served only to 

make CPA more, rather than less, complex. The new divisions did little to solve 

CPA's fundamental business problems, particularly those concerning its printing 

capacity, since the new form did nothing to address the central issue of creating 

value for or releasing it from these traditional activities. 

8.5 An Acquisitive Strategy 

The directors had discussed diversification as a realistic strategy in the mid 1950s 

yet had done little to spread the risks inherent in the decline in printing demand. 

In November 1961, the board was convinced that diversification of some sort was 

essential. By this time Turner's long-term diversification programme based in part 

on non-textile products such as packaging was replaced by a much shorter-term plan 

which kept within "the general context of textiles". The need for diversification 
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was self-evident; however the timing and form of the strategy were constrained by 

the directors' previous lack of vision. 

CPA concentrated its acquisitive effort in four areas: excess printing capacity, 

garment manufacturers, retail outlets and mail order. The mail order houses 

represented a new departure but the other purchases were in areas of traditional 

expertise. Yet in the early 1960s there was every evidence that the Board was 
beginning to panic. On 13 November 1962, one of the retail companies under 

negotiation was proving difficult and the directors observed that if it fell through 

then (which it did) the expansion of Make Up and Retail Groups would never take 

place. On 16 July 1963 the areas into which CPA could effectively diversify were 
limited: outfitting, footwear or furnishings. The board were not excited by any of 

these prospects, but they agreed to examine them "with a view to seizing any 

opportunities for profitable expansion". 47 The air of desperation can be glimpsed in 

the plan to set up an integrated vertical retail outlet in France. They had little 

experience of managing retail outlets in foreign countries, but the board was 

genuinely attracted to the commercial possibilities of Britain's potential entry into 

the EEC. 48 

As a strategy it was not guided by any overall goal. At no time did the directors 

gather to define their ambitions for CPA. But it is not surprising that CPA 

invested in these particular areas. Retailing and garment manufacture were 
businesses in which the bulk of the company's non printing experience lay. The 

acquisition of defunct printing plant and printing firms in financial difficulties was 

predictable in view of the failure of the 1959 Act and CPA's own obsession with the 

industry's excess capacity. But more than anything, these purchases represented a 

gut-reaction to the decline in traditional activities which could have been foreseen 

but which the board had chosen to ignore until too late. The liquid resources 

available for diversification came partly from profits on core activities but mainly 
from the income from terylene royalties which reached their peak in the mid 1960s 

at nearly 0 million (see Table 8.3 below). Yet the UK patent expired in 1963 and 

the last of CPA's foreign sub licences (with Japan) was due to run out in 1973. 

The pace of diversification was affected by these constraints. It was also 
incremental: appropriate shop chains and garment manufacturers only came onto the 

47 Board, 49,19/9/65,16 July; my emphasis. 

48 Board, 48,13/13/61,14 November. 
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market periodically. 

The diversification programme appeared to have some sound features. Not least of 

these was the rate of return earned, particularly by the shops, which in some cases 

topped 20%. Any managerial worries that the board had were in part solved by the 

adoption of a divisional structure. Yet the programme worked under a number of 

constraints which altered its character and eventually brought it to a halt. 

Table 8.3: Profits and Terylene Royalty Income 1960-1968 

Year Ended 
(30 June) 

Royalties Profits 
(im) (im) 

1960 0.9 1.0 
1961 1.7 0.9 
1962 2.5 (1.0) 
1963 2.8 (1-5) 
1964 2.8 1.6 
1965 2.8 2.2 
1966 3.1 2.8 

Year Ended 
(31 Jan) 

1967 
1968 

1.5 1.1 
2.2 3.2 

Source: CPA Annual reports. 

By the mid 1960s it was clear that the pace of acquisitions had outstripped CPA's 

ability to finance them. CPA's liquid resources and the short term loans and 

overdrafts provided by their bankers were sufficient for the first acquisitions, but 

by 1965 the directors finally agreed to expand the equity base from E6 million to 

L16 million and later to E20 million. Later acquisitions were paid for partly by cash 

and partly by exchange of shares. However, the money necessary to buy other 

companies represented only a part of the total cost. Significant outlays were 

required to refurbish and expand the shops and to provide working capital for the 

garment manufacturers. Kleinwort Benson, in which both Turner and Braham had an 

interest, were prepared to provide up to fI million in acceptance credits but the 

sums required could only be justified if the acquisitions continued to earn the rates 
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of return forecast. Faltering textile demand generally after 1966 brought the 

acquisition programme almost completely to a halt. 

The programme's biggest weakness was its lack of strategic focus. CPA bought a 

series of businesses which were loosely within the fields of fashion manufacture and 

retailing. This was particularly true of the shops. These were bought for their 

investment value and few attempts were made to develop a coherent image -within a 

unified chain. Anne Brook Fashion Shops, for example, traded under at least 14 

different names for at least a decade. Moves to unify its image under one name, 
Van Allen, were only taken in late 1967, prior to the merger with ESC. 49 

The acquisitions also created considerable managerial tensions. The successful 

acquisition in December 1965 of Rael-Brook Holdings, one of the UK's largest shirt 

makers with whom CPA had long had commercial dealings, altered the whole balance 

of the portfolio and led to the creation of a separate Menswear Division in direct 

competition with its sister Retail Division for resources. In Harry Rael-Brook, CPA 

had taken on board a young, very ambitious businessman who quickly tried to turn 

his Division into the central focus of CPA's activities. His presence was deeply 

resented by Charles Braham, Retail Division's managing director, who had been 

directing CPA's retail activities in an executive capacity since the mid 1950s. The 

departure into mail order demanded a specialist manager which CPA were never able 

to find. 

The suddenness of the merger between ESC and CPA did not give the board 

sufficient time to weigh the long term success of their acquisitions. But it must be 

doubted whether the mix of businesses they bought actually spread risk in the way 

the directors had hoped. Business analysts, notably in The Economist, wondered 

whether the shops represented any added value. 50 The Menswear Division operated 

as a fully vertical unit but could not hope to succeed without becoming a large 

scale enterprise. The other retail outlets were disjointed and forged only tenuous 

links with the garment manufacturers. The latter were subject to cyclical swings in 

demand and did not attempt to build up any business with the chain fashion 

49 Board, 52,19/27/67.13 December. 

50 "So the CPA directors some years back", the weekly's acid scribe wrote, 
"believing they had a surfeit of management resources, entered the field of 
retailing. If this diversification had to be undertaken at all, there might have been 
better ways of doing it". The Economisi, 221 (1966), p. 196. 
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retailers which the board feared as being too powerful. The fact that the new 
board of English Calico quickly divested many of CPA's acquisitions speaks volumes 
for their view of their long term viability. 

8.5.1 Printing Plant and Related Acquisitions 

The practice of acquiring nearly defunct commission printers and merchants, 

although considered a defensive measure and not the best manner of spending CPA's 

scarce liquid resources, was continued in the 1960s. Table 8.4 below shows the 

principal printing and merchant acquisitions made in this period. The Board spent 

over fl. 25 million on outside printing businesses. Most of these acquisitions were 

confined to 1963 when finishing insolvencies reached a peak in the wake of falling 

demand. This strategy was essentially an extension of the practice of buying out 

excess capacity which had been started in 1960 with the purchase of UTR for LO. 5 

million and was continued because of the failure of CPA's fellow domestic printers 

to reach an amicable decision to merge. 51 

Table 8.4 Printing and Related Acquisitions 

Date Year Business Price 

July 1962 Printer f 17,000 
April 1963 Printer 315,000 
July 1963 Printer 235,000 
August 1963 Printer 50,000 
November 1963 Printer 160,000 
November 1963 Labeler 218,750 
December 1964 Printer 255,000 

Total 1,250,750 

Some of this expenditure was recoverable. The acquisition of Mark Fletcher and 
Sons in December 1964, for example, gave CPA the right to plant, water rights and 

the fittings, including the copper rollers which were liquidated for E100,000.52 CPA 

51 One of the Federation's last acts was to try and merge all UK printing 
firms, other than CPA, in late 1962-early 1963. The plan met with almost complete 
hostility and was formally abandoned in April 1963. Board, 49,15/6/63,9 April. 

52 Board, 50,15/12/64,8 December. 
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also gained some of Fletcher's business, some E400,000; the printer bought in April 

1963 also transferred most of its business. 53 In the same period, CPA were offered 

a merchant, Davies & Luke, a printer, Alexander Dean & Son and another printer 

operating in Belgium. All of these offers were rejected. 54 

8.5.2 Garment Manufacturers 

For thirty years after the purchase of Brook Manufacturing in 1933, CPA maintained 

only a small garment manufacturing base, and much of this was rationalised in the 
1950s. The 1960s began a new period of expansion into garment manufacture. 
Table 8.5 shows the principal acquisitions in this area. The first company bought 

was the Luton Knitting Co (LKC) in May 1963 for E210,000,55 followed by two even 
bigger purchases, of a dress manufacturer in January 1964 and a branded coat 

maker, London Maid, in December 1964.56 LKC remained the core around which 

most of CPA's other manufacturing enterprises were based. 

Table 8.5: Acquisitions - Garment Manufacturers 

Date Year Business Price 

May 1963 Knitter E21 0,000 
January 1964 Dresses 637,500 
December 1964 Coats 46,000 
December 1964 Coats 525,000 
June 1965 Shirts 3,000,000 
October 1965 Childrens 21,000 
July 1966 Knitter 375,000 

Total 49814,500 

These acquisitions were mainly in the outerwear section of ladies fashion. The most 
important acquisition, strategically, was Harry Rael-Brook's shirt company, bought in 

53 Board, 49,9/16/63,9 April. 

54 MC, 5,6/28/61,19 December. 

55 Board, 49,21/7/63', 14 May. 

56 Board, 50,17/l/64,14 January, 24/12/64,8 December. 
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June 1965 for B million in cash and shares. 

8.5.3 Retailers 

At the end of 1961, as the collapse in print demand worsened, the directors were 

particularly attracted by retailing in France and Turner suggested they operated a 

string of vertically integrated garment retailing shops on the continent. 57 Later, in 

June 1963, Braham outlined negotiations for two private shop chains, one of 16 

shops on offer for E205,000 and another of 67 shops valued at E0.5 million. 58 Both 

of these negotiations fell through at the time but acquisitive expansion in this field 

was established. Retailing was another formula learnt initially in the 1940s but one 

which acquired increasing significance in the 1950s. On 22 January 1963, the 

significance of retailing was underlined when it was separated from the making up 
section of Brook Holdings Ltd. Braham was elected to the board as director in 

charge of retailing. 59 

Table 8.6 below shows the pattern of retail acquisitions. At first the pace was 

slow. The shop chains under negotiation in mid 1962 refused to sell. The 

breakthrough occurred in December 1963, when CPA made a successful counter-bid 
for Hide & Co, a large department store shop chain (34 stores in all) being 

contested by Selincourt. CPA's offer of 5/- a share was accepted on 19 December 

and added approximately L4 million to the company's commitments. 60 The Hide 

Group consisted of a number of chained department stores of which the most 
important was Barnett-Hutton, which CPA had been chasing a year previously. 

These shops were transferred to ABFS and H&J Wilson. The 'Sands' millinery shops 

became dress outlets. 61 After the acquisition of the Hide Group, the Retail 

Division expanded slowly, adding individual department stores to the nucleus when 

they became available. In December 1965 Thomas bid successfully for three stores, 

one in Blackpool, another in Harrogate and a third in Dewsbury. 62 

57 Board, 48,13/13/61,14 November. 

58 Board, 49,21/6/62,5 June. 

59 lbid, 1/2/63,22 January. 

60 lbid, 17/17/63,17 December. 

61 Board, 50,17/2/64 ,II February. 

62 Board, 51,21-22/14/65,14 December. 
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Table 8.6: Retail Acquisitions 

Date Year Shops Price 

June 1963 7 f 170,000 
December 1963 32+ 4,000,000 
December 1965 1 350,000 
December 1965 2 68,500 

Total 

8.5.4 Mail Order 

4,588,500 

In December 1964 CPA acquired Oxendale Ltd, a large mail order business with a 

return on capital calculated at 71%, for fl. 8 million in cash. The balance was paid 
for by the transfer of 3.6 million ordinary CPA shares, 55,000 First Preference and 
412,000 Second Preference shares. 63 CPA had long established links with other mail 

order houses in its dealings with Brook Manufacturing but this acquisition was the 
first attempt to make profits from it directly. The company had a turnover of 

approximately fI million. The risks inherent in mail order were well recognised and 
in March 1965 and May 1966 Oxendale attempted to extend its coverage by buying 

64 an agency business. In September 1966, they agreed to buy 75% of the equity in 

an agency house turning over fI million for E600,000 with a further E800,000 to be 

spent on stock. 65 

8.5.5 Financing Acquisitions 

CPA's ambitious programme of acquisitions led to a high degree of financial 

exposure. The board attempted to hedge some of this risk by enlarging the 

company's asset base. The directors could therefore pay for their acquisitions by 

swapping equity. It was also a useful expedient to create bigger overdrafts, which 
had been CPA's traditional means of financing take-overs in the past. The pace 

and development of acquisitions was determined primarily by the availabilitý, of 

63 Board, 50,21/12/64,15 September. 

64 lbid, 16/4/65,9 March; 51,15/10/66,10 May. 

65 lbid, 20/19/66,6 September. 
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money rather than by any strategic logic of the businesses acquired. When the 

means of financing purchases ran out, the programme was halted. 

These acquisitions called for an expenditure of at least f 13 million in cash and 

shares between 1963 and 1966 when the programme was finally brought to a halt 

(see Table 8.7 below). CPA's strategy was broadly supported by their bankers and 
it was not lost on the board that the company's borrowing powers would be 

increased if the equity base expanded. This was of crucial importance in any 

strategy of growth financed by short term bank loans. In February 1964, the 

directors agreed to an immediate scrip issue. They used the opportunity to dilute 

the yield on the shares by subdividing each ordinary El share into four shares of 

5/- each. 66 On 10 April an extraordinary general meeting of shareholders agreed to 

these measures and over f4 million was capitalised from the reserves. 67 This 

nominally increased the company"s capital from E6 million to E17 million. 

By January 1965 CPA had overdraft facilities of f 3.5 million and owed their bankers 

f2.5 million. Kleinwort Benson agreed to provide over fI million in acceptance 

credits and Turner tried to guarantee bigger overdrafts by placing some of the 

unissued preference shares with a financial institution at a discount to their market 

price. 68 CPA's exposure, particularly at a time when Harold Wilson's Labour 

government was tightening its credit restrictions, came not simply from the amount 

of cash required to buy other companies; they also took on their subsidiaries' 

overdrafts. Kleinworts also had difficulty in placing CPA's shares after the 

acquisition of London Maid. One solution, to issue another tranche of debentures 

(f 3.5 million at 7% redeemable in 1985-90), was considered impracticable since it 

reduced CPA's borrowing powers. 69 Nevertheless, the board needed a large amount 

of money quickly if it was to avoid being swamped by its subsidiaries' debts. 

66 Board, 50,10/2/64,11 February. 

67 Ibid, 14/3/64,10 March. 

68 lbid, 3/l/65,12 January. 

69 Ibid, 4/2/65,10 February. 



"68 

Table 8.7: Cost of Acquisitions by Year 1963-1966 

Year Cost 

1963 E5,348,750 
1964 3,263,500 
1965 3,439,500 
1966 975,000 

Total 13,026,750 

In September 1965, the Board agreed to issue a further 12 million shares, increasing 

the equity base from E17 million to L20 million. 70 They agreed also to an issue of 

unsecured loan stock by which means they hoped to raise their borrowing limits to 

il I million if they could liquidate subsidiary overdrafts. 71 Rael-Brook Holdings and 

the Hide Group owed a combined sum of f 1.4 million to their bankers. These 

overdrafts were liquidated with the loan stock, while CPA became essentially a 

central bank from which the Divisions were empowered to borrow. On 12 July 1967 

the Board amalgamated each subsidiary's banking arrangements into one account at 

Barclays, saving approximately f40,000.72 

8.6 Competing Strategies at the Centre 

CPA's most significant acquisition came in June 1965 when they bought Brook 

Holdings Ltd, comprising a series of companies manufacturing and selling shirts, and 

a chain of fashion stores, H Fenton. The total cost, E180,000 in cash and the rest, 

nearly E3 million, in shares, was large even by comparison with Hide & Co and 

London Maid; the company's size and the ambition of its former owner, Harry Rael- 

Brook, transformed it into one of the key strategic focusses within CPA. On 22 

June, Rael-Brook was elected to the board and a new Menswear division was 

created, under the ostensible leadership of Thomas. 73 At first the division was to 

have been given a divisional board and a management board but on 10 August 1965 

the latter was scrapped and an eight man divisional board was created instead, 

70 Board, 51,8/11/65,14 September. 

71 Ibid, 8/2/66,11 January. 

72 Board, 52,6/15/67,12 July. 

73 Board, 51,2/8/65,222 June. 
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74 chaired by Thomas, with Rael-Brook as Managing Director. When Thomas retired 

on 26 February 1966, Rael-Brook took over as divisional chairman. 75 

Rael-Brook's strategy was ambitious. He outlined it in a memorandum to the 

Management Committee in November 1965. He argued that it was necessary to take 

'calculated risks'; if the division was to have a target of fI million profit it needed 

another 0.5 million in capital investment. In December 1965 he outlined a series of 
bids to strengthen the division's manufacturing base: Daylin Ltd, Chartfern and an 
Irish company, Kieran and Corcoran Ltd. All three were shirt manufacturers and 

were budgeted to cost approximately E165,000. Rael-Brook also planned to transfer 

an Italian shirt manufacturer, San Carlo Shirts producing 160 dozen a week, to the 

UK, upping production to 200 dozen backed by E50,000 a year in advertising. 76 The 

bid for the Irish company was blocked as unsuitable and the negotiations for 

Chartfern collapsed. 77 On 8 February Menswear division bought four-fifths of 
Daylin's equity for L50,000.78 In June 1966 they strengthened their yarn and 

shirting supplies with the purchase of Boothtown mill from Wrn Yates & Sons for 

El 10,000. The division spent another E50,000 on its mill capacity on the basis that 

an extra shift would result in profitability of E70,000, a return on capital employed 

of approximately 10-12%. 79 

Menswear's strategy was thus built around a mixture of manufacturing and retailing. 
The scale of this strategy became apparent in the divisional budget, submitted to 

the MC on 28 June 1966. The three year budget called for expenditure of 

E4,012,767, of which retailing took half (E2.2 million), manufacturing EI million and 

the rest split between two Rael-Brook companies, Gartside & Co (E150,000 for the 

purchase of Boothtown mill), and the E50,000 spent on Daylin. This plan envisaged 

74 lbid, 7/10/65,10 August. 

75 Ibid, 18/2/66,11 January. For administrative purposes the Division was 
divided into five separate branches, comprising three former Rael-Brook companies 
(%k, holesale, sales, service; production; and merchandise), the Harry Fenton mens 
shops and a new group containing the spinning, weaving and cloth activities. Each 
section had its own board all chaired by Rael-Brook himself. 

76 MC, 8,14/21/63,30 November. 

77 Board, 51V 22/3/66,8 February. 

78 lbid, 23/3/66. 

79 Ibid, 17/13/66,14 June. 
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that the manufacturing companies would sell one-third of their output to the shops 

and would show a return on capital of 15-20%. Rael-Brook planned to open 20 

shops a year, up to a target of 200, at a cost of f 14,000 each. 80 On 12 Julý, he 

outlined two bids, one for a shop chain which he wished to merge with H Fenton, 

and the other a menswear company selling directly to H Fenton. 81 

Neither purchase took place. Rael-Brook's plans brought about fierce competition at 

the centre of CPA for control over the lion's share of the resources available. 
With expenditure planned at fl. 3 million a year, Menswear's strategy threatened to 

turn it into the core company activity. This was resisted by Braham, who 

effectively blocked Rael-Brook's acquisition of the shop chain by refusing to allow 
it to merge with H Fenton, a move which would have made Fenton's the largest 

single chain within CPA's shop empire. 82 By 9 August 1966 the squeeze on credit 

and borrowings effectively brought Rael-Brook's strategy to a halt: future 

acquisitions would be made only if major opportunities came the division's way. 83 

In April 1967, Rael-Brook submitted a revised plan making Fenton the core activity 

and limiting shop expansions to just three a year. The shops had a youthful age 

profile (up to 35) and were reckoned by contemporary analysts to be the best in 

CPA's portfolio. The margins were kept deliberately low in an attempt to boost 

turnover. Rael-Brook argued that another chain was needed, to subsidise shirt 

manufacture. The shirt side of the business was very sensitive to slight variations 
in demand: a decline of only 8% would wipe out all profits earned. Rael-Brook's 

pleas went unanswered. 84 On 13 June, he told the board that he was bringing all 

retail expansion to a halt, concentrating on what was in position to make it viable. 

Within four months, he had left CPA, to build up another shirt and clothing 

business. His last known Board attendance was 8 October. With his departure, 

Braham assumed control of both Retail and Menswear Divisions. 

The collapse of Rael-Brook's strategy and his abrupt departure from Manchester was 

80 MC, 8,19/7/66,28 June. 

81 Board, 51,24/16/66,12 July. 

82 Ibid. 

83 Ibid, 28/18/66,9 August. 

84 Board, 52,20/8/67,5 April, 
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an example of the fundamental dislocation of strategy at the centre. There were 

many reasons why the menswear episode faltered so badly. It suffered from an 

acute clash of personalities. Rael-Brook and Braham never got on very well. 

Braham perceived that retailing was his province and was doubtless jealous of the 

Fenton empire and indeed the whole set up in Menswear Division which was 

structured to operate as a mini company. Rael-Brook's drive and self-evident 

ambition to place menswear manufacture and retailing at the centre of CPA's 

activities placed demands on CPA's finance to the extent that all other Divisions 

would be starved of resources. The friction between the two men resulted in a 
breakdown in co-operation, causing considerable damage. On 8 November, Cullen 

expressed his 'disappointment'. His solution, a temporary co-ordinating committee, 
85 

was resisted by Braham. 

But there was another more important reason for the menswear debacle. The 

division paid the price of CPA's ill-focussed acquisition strategy. Certainly the 

timing was unfortunate. The sudden decline in the UK economy in the late 1960s 

coincided with a downturn in demand for UK textile products. CPA were thus 

caught between tightening credit restrictions on the one hand and a cyclical 

downturn in demand on the other. By the end of 1966, CPA was short of cash and 

saddled with many debts. Rael-Brook thus introduced his strategy at a time when 
CPA was least able to afford it. 

And yet, much of the blame for the inability to raise the money for menswear 

expansion rests directly with the broad-based acquisitions policy. The worst 

example was the L4 million paid for Hide & Co, considered by many analysts to 

have a dowdy image, and which never performed particularly well. Many of the 

shops within the chain were small and it was not until the end of 1967 that Braham 

decided to rationalise the chain, concentrating on large department stores. These 

were by nature very expensive to start from scratch and impossible to buy regularly 

on the open market. In the 1960s, Retail Division bought only three more shops. 

ABFS suffered similarly, trading under 14 separate names. This chain was likewise 

not brought under a unified name (Van Allen) until December 1967. 

The manner in which Retail Division was managed stands in contrast to Menswear 

Division. The acquisition of the Hide group was perhaps one of the board's biggest 

mistakes. It resulted in Retail Division atrophying. Further development came 

85 Board, 52,20/23/67,8 November. 
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effectively to an end. The company was overburdened with debt and altogether 

unattractive. The Group unluckily suffered from a series of devastating fires. The 
Division's development strategy was tightly constrained by the cost of indi.. "idual 
department stores, which came on the market from between E70,000 and f 350,000. 

Part of the cost was recovered by re-selling and buying the leases, but the 

procedure was complicated and few stores came onto the market in the right 
locations. 

Perhaps the division's biggest failing was its management. It's Divisional Board was 

chaired until February 1966 by Thomas, whose grasp of the issues in retailing (he 

had previously been the director responsible for merchanting) was not always 

comprehensive. On 16 November 1965, Thomas' argument that two stores be bought 

as a matter of urgency was supported by the MC in spite of the criticisms leveled 

by the other directors at the Division's incoherent presentation of its case. After 

Thomas' retirement, the Division was managed by Braham whose energies were 
largely taken up by managing three disaggregated shop chains: Hide, ABFS and H& 

J Wilson. There is more than just a hint that Braham was guilty of empire 
building. 86 It is a measure of both Thomas and Braham's failure to establish an 

enduring management structure that it took until December 1967 to rationalise some 

of the shops' inadequacies, while at the same time calling for an executive director 

to oversee the Hide shops. Braham's victory in his struggle with Rael-Brook 

uncovered a catalogue of poor management and inefficiency. 

These management failings had their counterparts elsewhere in CPA's strategy. 
Another questionable purchase was Oxendale, the mail order business. Its price, 
fl. 8 million, appeared inflated in comparison with its size and likely returns on 

capital employed. Certainly the business suffered from the severest constraints. All 

the directors agreed that mail order would never be profitable unless its operations 

were expanded. Oxendale's managing director, F Cretney, campaigned to buy an 

agency business in late 1966, allowing the combined group to increase its turnover 

from El to 0 million. The target of LIO million looked absurdly optimistic. This 

strategy required considerable development finance. In 1966, the board estimated 

86 When Braharn assumed control of Menswear Division in 1967, he proposed 
to expand the division by adding another chain of 79 shops, to be merged with H 
Fenton, costing f 1.3 million. Although private sources active in CPA at the time 
confirm that the purchase was bitterly resisted (CPA simply did not have the 
money), the acquisition was allowed to continue after the merger with ESC. Board, 
52,15/8/68,3 April; 20/11/68,8 May. 
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that expansion would cost E600-800,000 over five years. 87 A year later, this sum 

had grown to over B million, twice CPA's original investment. 88 Oxendale was 

critically short of good managers and never succeeded in finding an executiN"e 

director for the agency house which continued to lose money. The board even 

considered buying a useless childrenswear mail order company simply to acquire its 

dynamic manager, but with no success. 89 

The plan to extend mail order business underlined the rivalries on the board for 

resources. Individual divisional strategies became inextricably linked with the 

personalities of their divisional chairmen. The history of strategic decision making 

after 1966 underlined the mistake of downgrading the role of the Management 

Committee. The process of adopting strategies became a matter of informal 

lobbying and persuasion. This can be glimpsed on a number of occasions. When 

Bulmer submitted a policy document in February 1967, which advocated buying 

further mail order companies, Braham criticised it for being an "inadequate guide to 

the total commitments involved". 90 Bulmer, however, managed to persuade sufficient 

board members to accept the degree of risk involved (up to E50,000) and the 

purchase went ahead. Either Braham was wrong in which case he was fighting to 

preserve his share of resources; or he was right and Bulmer had made poor, over 

optimistic calculations. Braham's behind -the -scenes negotiations in 1967-68 for the 

shop chains was another example of the art of persuasion outside formal and 

recognised management structures. 91 In these circumstances it was up to Cullen, as 

both chairman and chief executive, to inspire his colleagues with a sense of mission 

and persuade them to accept priorities, or to create an inner cabinet to monitor 

strategy making. He failed to do the former and his attempts to create the 

necessary monitoring apparatus in November 1967 were successfully blocked by 
92 Braham. 

The result of competing strategies and misplaced organisational change can be seen 

87 Board, 51,20/19/66,6 September. 

88 Board, 52,18/17/67,9 August. 

89 lbid, 19/23/66,13 December. 

90 lbid, 20/4/67,14 February. 

91 See above, note 84. 

92 See above, note 83. 
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in Table 8.8 below. In the year 1967-68, the only year when divisional activities 

were accounted for separately, CPA's domestic operations represented f6l million 
(87%) of turnover and L2.5 million (78%) in profit. The results confirmed that 

retailing had overtaken the old core printing activities as the biggest activity within 
CPA, yet its margins, at 3.6%, were the second lowest. Terylene royalties were still 

almost as big as the entire profit from domestic business. Ironically, profits from 

the overseas division, at E700,000 on a turnover of E9 million, were the biggest of 

all, yielding a gross margin of over 7%. And yet this was the one dimension of 

strategy which had been completely ignored in the 1960s. 

Table 8.8: CPA Divisional Results 31/1/68 

Division Sales Trading Profits 
(im) (EM) 

industrial 
Merchanting 20 0.7 
Making-Up 13 0.7 
Retail 22 0.8 
Menswear 6 0.3 
Overseas 9 0.7 

Total 70 3.2 

Royalties 2.2 

Less charges 1.7 

Profit before tax 3.7 

Source: CPA annual report, 1968. 

8.7 Merger with ESC and Aftermath 1968-1973 

On 4 March 1968, CPA and English Sewing Cotton issued a joint press release 

announcing their intention to merge. 93 Given the climate existing in the UK textile 

in the 1960s, it was always likely that CPA would either be bid for or would team 

up with another company; the entry of the fibre manufacturers in the early years of 

the decade had increased the pace of acquisitions. Indeed, the board had already 

93 Board, 52,10/5/68,13 March. 
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been approached by an unnamed suitor in December 1964, but the overture was 

rejected. 94 By the end of 1967, Cullen, who was known to have built up links with 
Courtaulds, was engaged in informal talks with a number of other textile companies 

with a view to a possible merger. 95 Yet in December, Cullen informed his 

colleagues that the likelihood of these talks coming to fruition was slim. 96 What, 

then, had brought CPA and ESC together? 

Events were to prove that this was a union of convenience. It was precipitated by a 

bid for ESC by Joe Hyman's Viyella International on 8 February 1968. It was 

swiftly rejected by the ESC board. It also brought into the open the negotiations 

between ESC and CPA which had been progressing since late October 1967. The 

merger between the two companies was therefore the ultimate defensive measure 

undertaken by a board beleaguered by uncertainty and whose strategic drive had all 

but petered out. 

English Sewing Cotton's development was in many ways similar to that of CPA. 

Incorporated in 1897, ESC was formed as a defence against the market power of the 

giant J&P Coats cotton thread combine. For years ESC's products were marketed 

by Coats' Central Agency, leaving the company to concentrate on production, 
including a highly profitable US subsidiary. When the Central Agency was abolished 

in 1958, ESC established its own selling organisation which was later used to 

distribute other textile products. In 1960 the company became a fully vertical 

company with the acquisition of McIntyre, Marsh, Hogg & Co, manufacturers of 

'Radiac' shirts. 

ESC was one of the main beneficiaries of the collapse of Courtauld's Northern Plan. 

In 1963 both Courtaulds and ICI injected L6 million with the promise of a further 

f4 million for selected development. ESC used the money to acquire fully vertical 

manufacturers of branded textile goods. The first was Tootal, bought in 1963 for 

f 5.6 million followed by Barlow & Jones ('Osman' household textiles, f 2.5 million), J 

Haywood & Sons (Worsteds, both 1964) and Winterbottom Products Ltd (industrial 

fabrics, f 1.4 million in 1965). Overseas thread production was boosted by the 

94 "It was agreed that such a merger offered no apparent advantages ..... and 
did not warrant further investigation". Board, 50,14/12/164,8 December. 

95 Board, 52,14/23/67,8 November. 

96 Ibid. 13/12/67,13 December. 
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acquisition of Rhenania A G, Germany's third largest thread manufacturer. In 1966, 
ESC was restructured to take account of these purchases around nine divisions 

owned by a subsidiary English Sewing Ltd: 1) spinning; 2) thread; 3) apparel fabrics, 

4) industrial fabrics; 5) household textiles; 6) knitting and lingerie; 7) men's wear; 
8) worsted; 9) licencing of group know-how and techniques. 

ESC's results for 1967 showed that perhaps in spite of domestic expansion, overseas 

activities still accounted for nearly 50% of turnover and over half of gross profits. 
Apart from thread and cotton spinning activities, all of ESC's other domestic 

manufacturing businesses were losing money (see Table 8.9 below). ESCs 

acquisitions, unlike those made by CPA, were small scale, contributing f 22 million 

to turnover in 1967, as much as total turnover for CPAs Retail Division alone in 

the same year. The balance of turnover and profits in ESC was precisely the 

opposite of that prevalent in CPA. ESC was managed by Sir Neville Butterworth, a 
forceful (some might say ruthless) man. The subsequent development of the newly 

merged company hinged significantly on Butterworth's personality and approach to 

business. 

Table 8.9: ESC Turnover and Profit 1967 by Activity 

Sales Trading Profit (Loss) 

m) 

UK Textiles: 
Thread & 
Spinning 13 2.0 
Apparel fabrics 7 (0.3) 
Industrial 3 (0.1) 
Household 2 (0.1) 
Knitting 2 (0.2) 
Men's wear 7 (0.2) 
Worsted I 

Total UK 35 1.1 

American Thread 28 2.4 
Other overseas 6 0.6 
Non-textile 6 0.4 

Total 75 4.5 

Source: De Zoete & Bevan (1973). 
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A week after the Viyella International bid had been rejected by ESC, Cullen and 
Butterworth reached a tentative agreement to merge. 97 In their joint press release 

of the following March, the two companies endorsed the union in the following 

terms: "through rationalisation and economies, the merger is believed to hold out 
better prospects for shareholders". 98 This declaration had an ominous ring, echoing 

a similar statement made nearly sixty nine years previously. 

On 13 March the board debated the terms. ESC proposed a scrip issue and would, 

on this basis, acquire CPAs share capital, offering one new ordinary share of 5/- in 

ESC plus 2/3d of 7.75% unsecured loan stock for every ordinary CPA share. CPA 

was required to pay an interim dividend of 71% in lieu of a final dividend, bringing 

the total for the year to 121%. ESC also paid 23/- for CPA's 7j% second 

cumulative preference shares and swapped 110 5% ESC preference shares for every 
100 5.25% first cumulative preference shares. The alternative offer, of 100 5.75% 

ESC loan stock for every 100 5.25% CPA preference shares proved unacceptable in 

view of their lower capital value. Kleinwort Benson advised the Board to accept 

these terms and the directors did not demur. 99 The merger scheme was approved 
by CPA's shareholders on 29 April and the merger became effective on 28 May 

1968.100 CPA ceased to exist as a separate company. 

The new group, now called English Calico, had a combined capitalisation of L91 

million (compared with the fIOO million figure of the proposed VI-ESC merger) 

strengthened ESC's position in printing and dyeing (it was CPA's largest fabric 

dyeing customer) adding to the finishing capacity of Tootal, Broadhurst and Lee. In 

addition, ESC had a 25% share of the UK sewing thread market worth f 12 million; 

175,000 Lancashire spindles and 2,600 looms and produced 1.5 million lbs of 

crimplene annually. The board of English Calico was reconstituted with Cullen 

joining as deputy chairman and all the CPA directors, except Hutchinson, joined the 

Board to balance each company's representation. 

97 lbid, 10/2/68,14 February. 

98 lbid, 10/5/68, op cit. 

99 Ibid. 

100 Ibid, 2/12/68,24 May. 
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On the surface there appeared to be logical reasons for the ESC-CPA merger. The 

two groups' operations in the manufacture and marketing of fashion goods and 
furnishing fabrics were highly complementary. The combined menswear operations 
looked more comprehensive and took up less working capital, releasing money to 
finance other activities. The retail outlets had the service of a broader range of 

goods. Overseas there was potential for substantial combined activities in both 

South Africa and Australia. Finally, there were economies of scale in management 

and research. Yet there were also significant differences. ESC's structural 

organisation was based around products and services and not processes as in CPA. 

One of the first changes proposed in EC was a regrouping of businesses according 

to the ESC model. 101 There were also significant cultural differences. Whereas the 

CPA directors and senior mangers were used to conducting their affairs in some 

style, including generous lunches and perks, such as expensive cars, 102 Butterworth 

ran ESC on a much tighter budget with few concessions to luxury. Butterworth 

also had a reputation for tough management. 

The first year's results indicated that some of these advantages were being realised, 
but a comparison of the actual with the forecast results showed ESC's former 

activities to be on a rising path whereas CPA was continuing its slide. The setback 

on the CPA side, excluding the losses from Oxendale which was sold before the end 

of 1968, came from the trading losses in four printworks which were closed during 

the year (see Table 8.1.0. below). In the following year, 1969-70, the forecast of 
L10.4 million was not reached caused by the continuing inviability of many ex-CPA 

operations. Two garment businesses and a stretch cover firm were closed having 

incurred trading losses of E750,000. The decision of English Calico's board 

(effectively Butterworth's) to reorganise radically was resisted by Cullen and the 

rest of the former CPA directors. Cullen resigned in December 1968,103 barely six 

months after becoming vice chairman. Braham had resigned the previous October. 104 

Potter continued as chairman of CPA for two years until 30 June 1970 when he was 

101 Ibid, 14/10/68,17 April. 

102 For example, the Fischer brothers, who managed one of CPA's London 
clothing subsidiaries in the 1960s, both continued to drive Rolls Royces. Private information. 

103 Board, 53,1/3/69,13 January. 

104 lbid, 1/25/68,31 -October. 
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succeeded by E Roberts. 105 The last recorded board meeting of CPA took place on 
16 November 1973. 

Table 8.1.0: EC Forecast and Actual Profits 31/1/69 

Forecast 
(fm) 

ESC 03 months) 5.0 
CPA 2.0 
Royalties 1.9 

Total 9.8 

Source: de Zoete and Bevan (1973,178). 

8.8 Conclusion 

Actual 
(f M) 

6.7 
1.7 
2.3 

10.7 

There was an impending sense of inevitability that in a more sharply competitive 

world CPA would merge with another company on disadvantageous terms. The Board 

sought shelter in the ultimate defensive act. It was characteristic of their entire 

history. The directors should not have been surprised, as they reputedly were, 

when much of CPA's old core activities, the printworks, and some of the newer 

activities were sold off. ESCs vigour and its apparently sounder-based strategy put 

their directors in an unassailable bargaining position in the round of post-merger 

rational isations. CPA's ambitious and confused strategy of acquisitions burdened the 

company with debt. Its traditional operations turned over almost as much as the 

retail outlets but earned negligible amounts considering the total capital employed. 

The directors were so wedded to the traditions of being the UK's largest calico 

print manufacturer that they maintained this plant way beyond its economic 

usefulness. 

CPA failed to survive as either a separate or even a predominant entity because its 

directors had a consistent inability to look beyond the boundaries of their own firm 

to consider what the options might be. Successive generations of top management 

looked to structural re-organisation as a means of solving strategic crises. For a 

105 lbid, 1-2/21/70,14 August. 
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while this worked, but only at the expense of growth. If it had not been for the 

lucky windfall of the Terylene royalties, the company would have been swallowed up 

earlier, much as BDA and BA were in the early 1960s. 

Eventually, CPA's luck ran out. It was typical of the priorities and the agenda 

operating in CPA that they began to divisionalise their operations before they had a 

glimmer of a coherent strategy. Cullen was a man who knew about structural 

innovations, but unlike other textile chairmen such as Frank Kearton and Joe 

Hyman, he had no sense of strategic vision, at least not one which he could 

effectively communicate to his colleagues. Ironically, CPA's transition from a 

tightly centralised bureaucratic organisation to a decentralised, divisionalised one 

required just that sort of leadership to give the divisions a feeling of shared 
identity. In fact, precisely the opposite happened. Cullen and his colleagues were 

only too keen to delegate further responsibility to the Divisions without any binding 

co-ordination at the centre. The result was a confusion of competing demands for 

resources which the Board could not hope to satisfy. What they ended up with was 

the worst of all worlds: a decaying, uneconomic printing base and a series of half - 
formed, cash-starved, poorly interlinked business centred around activities rather 

than products as was the case at ESC. Under these conditions, it is rather less 

surprising that CPA was eventually swallowed; rather that they should have survived 
for so long. 
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9: Conclusions 

9.1 CPA: How Typical? 

The history of CPA's strategic development and its eventual disappearance in the 

patently unequal merger with ESC has a number of implications about the 

performance of similar British companies over the same period and raises a series of 
issues which could form a research agenda for future studies of strategic change 

when viewed from a long-term perspective. 

The first set of questions concerns CPA's place within the history of the UK 

corporate economy. On the face of it, although this is an issue which has yet to 

be tested systematically, CPA seems rather grimly representative of British 

companies of this period, similar to both other large cotton firms in Lancashire and 

to companies in different industries. Published business histories of large and 

successful companies reveal a number of themes which show how typical CPA was. 
Like many British companies, CPA was dominated for thirty years by a forceful 

chairman, Lennox Lee, and remained run by a member of the Lee dynasty for 

another fifteen years. One by-product of Lennox Lee's longevity was that he 

almost turned the company back into a family firm, although there is no evidence 

that this was a deliberate intention. It is also questionable whether Lee senior 

ever quite fitted the model for the 'dynamic Schumpeterian entrepreneur ... responsible 
for creating the structure of many dominant firms' (Coleman 1987b, 1). And yet it 

is undoubtedly true that his personality was stamped upon the company and his 

influence and memory was felt at CPA long after he was dead. He thus seems to 

have had much in common with other strong contemporary business personalities 

such as Sir Eric Bowater at Bowaters, Sir George Kenrick at Kenricks, Harry 

McGowan at ICI and Viscount Pirrie at shipbuilders Harland and Wolff. One 

measure of the extent to which this was true can be seen in the reaction to Lee 

senior's illnesses at the beginning of the 1930s and in 1944, and also the reluctance 

with which he was succeeded by Roger, his son. Lennox Lee was a tough act to 

follow and Roger Lee was conscious of wanting to be his own man. The disruptions 

caused within established businesses by the death of a powerful central figure is a 

common theme in many British companies and CPA was no different. 

The corollary of the powerful figure within many UK firms, ie cabalistic (often 
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family-based) decision- making, secrecy, limited executive authority and organisational 

structures set in stone (seen, for example, at Pilkingtons in the 1920s (Barker 1977, 

333-5), at Bowaters (Reader 1981,90) and WH Smiths (Wilson 1985,347), seems 

not, however, to have taken place at CPA. Although Lee senior usually had the 
final word at board meetings, and was capable of withering attacks on colleagues 

and subordinates alike as a matter of routine, the other directors were allowed their 

say and had full executive responsibility for their respective departments. This was 

a result of CPA's origins as a product of merger rather than a family firm: Lee's 

scope for excluding the other directors from decision-making was limited (even if he 

was the company's largest shareholder) because he had not founded the business. 

Moreover, the kind of secrecy maintained between head office and the branches, 

particularly on the matter of costs, common at Harland and Wolff (Moss and Hume 

1986,173-4; 234-5), Pilkingtons (Barker 1977,260-3), and Courtaulds (Coleman 1969, 

ii, 234-5) was largely absent at CPA. If plant managers were ignorant of costs it 

was unlikely that the directors were any the wiser and it was certainly never a 

matter of policy to keep them in the dark. 

Indeed, if CPA could be said to possess a problem at the centre it was precisely the 

opposite of the one experienced in many British firms. Far from being set in stone, 

the company's organisation was constantly being changed. Indeed it is a central 

argument of this thesis that the company suffered from a confusion of two quite 
distinct aims: strategic advantage and structural efficiency. More often than not, 

whenever there was a crisis, the directors altered the structure as a means of 

achieving strategic change. There seems a strong case for arguing that this 

confusion arose out of the company's early troubled history when experiments in 

finding an acceptable and workable structure took precedent over almost all other 

activities. This practice became so common that it effectively trapped many 

directors into making some grievous strategic mistakes. 

However, the record of other businesses makes it clear that on the crucial matter 

of information, CPA's managers were often no worse off than their contemporaries. 

In other words, CPA's record of poorly-based investment and other strategic 

decisions has its counterpart in many British firms. At ICI, for example, in 1949, 

the chairman Paul Chambers observed that often a lack of communication between 

the centre and the departments created circumstances of mutual ignorance: 

"We do not kno", what total capital to be raised will be because we do 
not know ....... the likely demand from the Divisions for capital. Divisions 
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do not know whether projects should be put forward because the), do not 
know what the policy of ICI is or whether the capital will be 
forthcoming" (Reader 1975,463). 

Similar problems of costing and the flow of information were experienced by the 

British Transport Commission which employed nearly 900,000 people. Communications 

between the railway regions and the Commission were often poorly organised with 
little co-ordination between operating and commercial functions. This situation 

persisted despite the Beeching reforms of the 1960s (Gourvish 1986, Chapter 5). 

One interesting outcome of these circumstances was that directors at CPA and 

elsewhere were ill-informed and yet still spent much of their time directly 

responsible for running a particular department. While it was reasonable to expect 

this to breed departmental sectarianism and left many directors ill-prepared to 

undertake strategic planning and manage change, it does not seem to have led to 

more expert executives (even if this expertise could be defined in only a narrow 

sense). Directors were, therefore, both largely ignorant and unversed in the 

management of new strategies. Again, in this respect, CPA's experience was little 

different to other companies. A consultant's verdict of Pilkington's board made in 

1933 that 'the Managers collectively do not form the Management' (Barker 1977, 

320-6) could equally have applied to CPA's own directors; indeed, Skinner's report 

on central management in 1941 said more or less the same thing, echoed forcefully 

by Lee senior in February 1945.106 The inescapable conclusion that directors 

added much less value to their enterprises than they could (and should) have done 

was by no means confined to CPA. It was a common trait in British business. 

CPA's record of foreign investment and the management of its foreign plants also 

appears to have followed decidedly British trends. CPA invested in familiar markets 

threatened or already eroded by foreign competition. Like many British companies, 

these markets happened to be situated wholly in colonial territories rather than in 

developed economies. In some respects, this total concentration on empire was 

unusual. At least four other large UK textile companies possessed North American 

subsidiaries (English Sewing Cotton, Tootals, the Bleachers Association and 

Courtaulds), two of which (those belonging to ESC and Courtaulds) were highly 

successful. Moreover, even after 1945, CPA persisted with colonial investments 

when a significant portion of British FDI was moving away from underdeveloped 

106 See Chapter 7 above, note 143. 
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economies and towards continental Europe and the United States (Dunning 1981). 

CPA's relatively poor returns from its overseas subsidiaries, however, could be 

ascribed largely to the original reasons for investment and the management of the 

plants themselves. The evidence suggests that CPA were always protecting 

established markets rather than conquering new ones. They chose to concentrate 

on threats at the expense of opportunities. This fitted into a pattern of 
defensiveness evident in CPA's approach to domestic strategy which was built on 

notions of industry consensus and security rather than competition. The 

demoralisation that this sometimes produced (most notably in East Africa and 
Jamaica) was not uncommon among other British firms. It was, for example, 

exhibited in the British motor industry which consistently argued after the war that 

there was little point in attempting to build positions of strength in Europe and the 

USA because of the entrenched power of resident manufacturers and the absence of 

any competitive advantage amongst British mass market producers. This timidity, of 

course, merely became a self-fulfilling prophesy. The double irony for British car 

makers was that some (for example Rootes) entered into joint ventures with 
Japanese manufacturers which later destroyed them (Stopford and Turner 1985). The 

same thinking was evident at CPA, particularly with regard to the American market 
from which, for reasons which were never fully articulated, the company felt 

excluded. 

This approach led to a series of unco-ordinated, stand-alone foreign enterprises. 
Wartime attempts to build some semblance of international management based on a 

common ownership were prompted because of a perceived need to deal with the 

question of outside shareholders (most notably the BA's) who were seen as a 

necessary evil but also something of a threat. When this was exposed for the red 
herring it was (further evidence in itself of CPA's defensive tendencies) there were 

no further attempts at international system building. As other case studies of 
international investment have shown (see, for example, Jones 1986b), CPA's strategy 

towards foreign investment and management was part of a general trend, and even 

those companies like ESC and Courtaulds which had powerful American subsidiaries 

managed them as stand-alone enterprises. ESC executives, for example, only ever 

visited the American Thread Corporation once a year to collect the dividend cheque. 

The 'free-standing' phenomenon which Mira Wilkins (1988) has identified as a 

powerful tradition in British foreign investment was evident in those companies 

which were not strictly speaking free-standing. 
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9.2 Organisational Failure 

It seems reasonable to argue that CPA failed to remain either a separate company 

or the predominant member of a merged grouping because market conditions and 

management failures called its survival increasingly into question. It seems equally 

clear that the company's management was largely responsible for ignoring the 
incipient effects of market conditions. Declining demand was not difficult to 

observe and the directors had known in the different context of selling into foreign 

markets how quickly market shares could be eroded. The collapse in print demand 

in 1961 which was viewed as such a crisis by the directors was not an entirely 

unsurprising event. By failing to spot the potential effects of decline and 
increasing import penetration, the directors" competence was called into question. 

What is interesting about CPA's management approach to changing markets, 

opportunities, and strategy making is not so much that individual managers failed to 

grasp the full significance of their actions, or that they were prone to making 

mistakes; this, after all, is common to most individuals and not simply businessmen. 

What is of greater significance is that different individuals made similar sorts of 

errors in similar circumstances over a long period of time. In CPA's case, this is 

particularly true of the investment decisions made after 1945 both abroad and in the 

domestic market. And yet these decisions were made in a context which was 

significantly different to that which had prevailed in the interwar period and, most 
important of all, the evaluation of opportunity was being made by a management 

team quite different in character from that which had first approached the problems 

of decline in the 1920s and 30s. 

What is at issue here is organisational learning. The evidence suggests that CPA, 

as an organisation, was highly selective about the lessons it learnt from its actions. 
On the one hand it appears that it was unable to adjust its strategy to meet 

changing market circumstances; in other words, the level of corporate learning was 
limited. The company did, however, have a very deep corporate memory. Many of 

its actions revealed a deeply entrenched defensive attitude which manifested itself 

in a number of ways: the adoption of familiar options, and the minimisation of 

perceived risk. CPA's managers had a tendency, which developed into a pathological 

obsession, to look inwards at themselves, at the expense of a more balanced view. 

The predominant agenda within the company centred around a few key areas: 

stability of price; non-competitive advantage wherever possible, and reduced risks in 

foreign options amongst others. The result was that the organisation atrophied. 
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Succeeding generations of managers were promoted on the basis of their acceptance 

of the status quo. There was little attempt to break the mould. The dynastic 

succession from Lennox to Roger Lee assured a measure of continuity that even 

their different personalities could not disguise. Even Cullen was really an inside 

appointment, although he had spent most of his career abroad. He was imbued with 

the spirit of the CPA foreign subsidiary and did not represent a radical break 'ývith 

the past. Risk-takers and visionaries were not welcomed with the result that 

mediocrity thrived. 

9.3 Organisational Learning and Defensi%e Routines 

Many of the research findings presented here describe important errors of 
judgement and action when managing strategic change which have counterparts in 

many other empirical studies (see, for example, the contributions to Pettigrew, 

1987). This prompts a number of questions about why senior executives make these 

kinds of non-trivial errors in the first place. 

Argyris (1985; 1987) explains the process by which these types of errors are 

habitually repeated by classifying them into two orders: first- and second-order 

errors. First order errors are of the sort described above: the inability to match 

strategy to opportunity, the inability or unwillingness to monitor adequately the 

complexity of environmental change and so forth. Argyris (1987) argues that 

executives may act the way they do, not because they are necessarily unaware of 

market decline or the appropriate forms of action, but because their inaction masks 

other agendas or fears that action may have hidden costs which outweigh the 

benefits. It is these checks which lead to the development of defensive routines in 

organisations (Ansoff 1984; Hall, 1984). 

It is possible that behind these first order errors lie others of a second and more 

serious order. "The reason that these second-order errors are more profound is that 

they have the quality of being self -reinforcing" (Argyris, 1987,325). Moreover, 

" organisational defensive routines are any routinised policies or actions 
that are intended to prevent the experience of embarrassment or threat 
and simultaneously make it unlikely that they can help to reduce the 
factors which caused the embarrassment or threat in the first place. 
Organisational defensive routines are anti-learning and over- protective" 
(ibid). 

The significance of these routines is that they are different from those developed 
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(for similar reasons) by individuals. They exist even though individuals move in and 
out of the organisation; psychologically different individuals use them in the same 
ways; the source of learning them is socialisation; and the trigger to use them is 

concern and being realistic rather than personal anxiety (Argyris 1985). The 

corollary of this is, Argyris contends, a pervasive attitude to strategic change and 
stratgey formulation which can spread throughout any company, with significant 
effects, 

"Error- producing activities that are self -reinforcing, difficult to manage, 
self-sealing and self -proliferating [can] easily spread and influence other 
strategic decisions and changes. Once this happens, the management of 
strategic change can be inhibited by organisational defensive routines that 
make it difficult for executives to act on what they know or to know 
what they do not know in order to act to acquire the knowledge they 
lack" (Argyris 1987,325). 

This encapsulates perfectly CPA's record of managing strategic change. 

9.4 Perceiving Change 

One of the most powerful conclusions to emerge from this study is the centrality of 

perception and its effect on strategy formulation. CPA's managers were guided, not 
by some abstract notion of objective reality, but how they saw the world. Their 

interpretation of the principal forces at work in the industry had a critical bearing 

on the kinds of strategies which they were prepared to contemplate. A case in 

point is the dislocation of strategic planning evident in the 1930s, and to a certain 

extent in the 1950s. The directors never seemed able to decide whether they were 
building a strategy based on collusion or on competition in the domestic market. 
Their predilection was for the former but they were sufficiently aware of the power 

of market change to attempt changes which built on their own advantages. 

However, this flaw at the heart of CPA"s planning system ensured that the first 

agenda was always present when matters affecting the second were being discussed. 

Faced with the dilemma of a choice which most found they could not answer, the 

directors opted for easy solutions. 

However, the history of CPA shows that in order to understand how perceptions are 

shaped it is necessary to probe into the contexts which shape those perceptions and 

which colour strategic visiorf. Not only is the context crucial for an understanding 

of the evolution of perception, origins also play an important role. This is a point 

which relates to the issue of corporate learning and corporate memory. On the 
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question of origins two important things stand out which had a direct bearing on 
CPA's strategic development. The first was the confused circumstances of its 

creation and the near collapse which followed. In the decade following the early 

management debacles, the board tightened their grip on all aspects of the 

organisation in an attempt to impose a measure of uniformity. At the same time, 

however, CPA's strategy remained largely unaltered. Centralisation and central 

control therefore became an enduring theme of CPA's management style. The 

second crucial factor was the longevity of Lennox Lee's tenure as company 

chairman. If Lee had succumbed to his leg infection in the early 1930s, the crisis 
in the company's strategy making might have been brought to a head. As it was, 
Lee survived to hand over at a time of relative prosperity and hope for CPA; and 

although the transition of power was not without acrimony, it was, nevertheless, 

smooth. Lee senior's attitude shaped the direction of CPA for the best part of 
forty five years. It was an enduring legacy. 

9.5 Transaction Cost Economics 

The methodological issue of the usefulness of the transactions cost model in 

explaining CPA's organisational development has been left unresolved. It is clear 

that the model has some value in this case, particularly in describing the stages 

through which international markets were internalised by CPA. 

However, significant doubts remain. These arise largely because of the very nature 

of CPA's history. The company went through at least two major restructurings in 

the seventy years of its existence as well as a series of minor structural 

adjustments. Comparative descriptions of the context of change and the nature of 

the prevailing strategies at the time reveals that, while the structure altered, the 

basic underlying pattern of stratgey did not change significantly. Because it is 

difficult to match structural change with changes in strategic intent, it is 

practically impossible to determine whether or not the changes which were 

undertaken were explicitly undertaken because of their transaction cost advantages. 

Economic opportunity was not signalled by structural change. These results do not 

therefore constitute a test of Williamson's paradigm. 

What is perhaps more clear is that in CPA's case at least, the linear relationship 
between structure and strategy described by Chandler does not hold. In most cases, 

strategic change was confounded because it was conceived of in structural terms. 

The overriding early pre-occupation xith subordinating chaos with order elevated 

central control to a high position on the board"s agenda. Getting the structure 
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correct was so ingrained in the corporate memory that it is perhaps hardly 

surprising that managing change in CPA meant for the most part managing 

alterations in structural design. What was true of the formal structure also held in 

the case of informal arrangements as well. The opportunities for innovative change 

latent in CPA's structure were suppressed. 

9.6 Future Research 

The findings presented by this research raises a number of questions which this 

thesis could not hope to answer in any detail. The research shows that the lack of 

corporate learning is a crucial factor in determining ultimate corporate failure and 

outlines many of the implicit and explicit obstacles which managers encounter when 
trying to adapt organisations to market change, threats and opportunities. 

The future agenda suggested by this research focusses on two key areas. The first 

is a methodological point. This thesis has concentrated very narrowly on a single 

example. The limits of the single-firm paradigm have already been outlined and do 

not need to be elaborated here. In many cases, the full extent of CPA's 

significance as an example of the absence of corporate learning (among other 

things), can only be inferred 
. Quite where the company can be placed in terms of 

overall UK company experience is a matter for future research. In other areas as 

well, the research findings suggest potentially fruitful lines of enquiry. It is 

noticeable, for example, that detailed cases explaining why British companies were 

so slow in building durable systems of international organisation are lacking. This 

research shows that in the CPA case, the inability to build such structures was part 

of the much wider issue of erecting structures which would facilitate learning. 

The second point has more in common with the dynamics of the processes being 

analysed but it also turns on this methodological point. The study of how structure 

shapes information and stratgey formation would benefit greatly from a comparative 

approach showing how the same problems were approached in different companies in 

similar time frames and across time. Such an agenda which concentrates on the 

contexts in which perceptions are formed and strategy choices exercised might also 

provide a new impetus to the rather stale arguments about the structure -strategy 
interrelationship. 

Such a research programme would, however, not be easy. In the historical 

tradition, conclusions are derived from an interpretation of the available evidence. 
Very often this evidence does not exist. This is a serious handicap when it comes 
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to analysing the background of strategic -structural relationships. Even where 

surviving management personnel are available to be interviewed the implicit, as 

opposed to the explicit, agendas under which they operated will not always be a 

readily apparent. They may, indeed, never be revealed. However, being aware of 

the limitations of the evidence should not inhibit a preliminary investigation into 

possible approaches. The study of perceptions as an important element of strategic 

choices is a neglected area and deserves to be investigated further. 
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Archive Sources 

Calico Printers Association Archive 

Central Library, Manchester 

Copyright holder: Tootal Group pic 

The collection of archives relating to the Calico Printers' Association and housed in 
the Central Library in Manchester is a vast collection of documents, memoranda, 
correspondence, minute books, patterns etc covering CPAs history from 1899 to 
1973. Although the collection easily runs into many thousands of documents, the 
most important materials, those most quoted in the thesis, consist of the following 
(reference number is M/75 throughout). 

Minute Books 

Managing Directors Minute Books: 

Directors Minute Books: 

Executive Directors Minute Books: 

Board Minute Books: 

4 vols 1899- 1908 

6 vols 1899-1916 

3 vols 1899-1906 

53 vols 1916-1973 (vol I missing) 

Management Committee Minute Books: 3 Vols 1947-1949 

Managing Director's Committee 
Minute Books: 3 Vols 1952-1957 

Management Committee Minute Books: 5 Vols 1957-1966 

NB: the Managing Director's Committee reverted to the Management Committee after 
Hargreave's death in 1957, and the numbering of the volumes continues 
uninterrupted (ie the last five volumes of the MC minute books are nos 3 (a) to 8). 

Secretariat Files 

The Secretariat contains all board and other papers filed in large cardboard boxes. 
each holds about seventy files covering the years 1899 to 1948 when the series 
ends. The most important files are: 

Secretariat Boxes 1-12: containing all the papers relating to the merger of 
1899. However, practically no material on the 
constituent firms has survived. 

Secretariat Boxes 1080-1246: Correspondence files for years 1900- 1948. 
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These are broken down as follows: 

1900-1908 Boxes 1080-1100 
1908-1910 Boxes 1101-1114 
1910-1915 Boxes 1115-1157 
1915-1921 Boxes 1158-1178 
1922-1928 Boxes 1178-1196 
1929-1939 Boxes 1196-1222 
1939-1949 Boxes 1223-1246 

Files for Overseas Industries Ltd (OIL) are to be found at the end of 
Secretariat 1929-1939. 

Public Record Office 

BT64/2469: Cotton Board: inventory of excess capacity in calico printing. 
1949 

BT64/223: Finishing charges investigation 1945 
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