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Author's Note

This paper is a part of the United Nations University Project on
Technology Transfer, Transformation, and Development — The Japanese
Experience. | am much indebted to Dr. Charlotte Erickson for her
advice when | was working in the London School of Economics, though |
am responsible for what | express in this paper.

- This paper is being circulated in a pre-publication form to elicit comments from readers and generate
. dialogue on the subject at this stage of the research. '



While'remarkable progress has recently been made .in the study of organi-_
bzational development in modern firms, it apbeérs'to the author that little
attention has been paid to that in cotton textile firms, the nUcleus‘of
whose manufacturing4processes is spinning. In his recent brilliant and
influential book, for example, Prof. A.D. Chandler, Jr., made no mention
at all of integrated firms, apart from the merger movement. In that bboki
he cited Livermore's article, showing that nearly all the mergers failed
in the textile industry of the usa.!  This may be largely beéause, accord-
.ing to his opinion, 'despite the fact that the integrated textile mills
were the first large factories in this country, the new textile industry

had little impact on the development of modern industrial‘management.”2

Indeed it is true that the single product-single function firm — that is;/
a single mill firm located at a single place — was still dominant in terms
of numbers at the coming of the First World War. This was basically a
copy of mills built in the late nineteenth century; though mills now
tended to be larger. This fact appears to be most noticeable in‘English
cotton-spinning firms, as mentioned below. As a matter of fact, however,
the merger movement at the turn of the century-influénced cotton-spinning.
_firmsvacross the world, though the degree was considerably different from
one country to another. Indeed it has usually been stated that many of
the amalgamated firms could not attain their expected financial achieve-
_ment-.3 However, some of the cotton-spinning companieé, especially in the v
USA, succeeded in proceeding with their business integration. Then, grant- k
ing that cotton-spinning firms were rather slow in their growth, }t.might '
not be concluded that the administration and Qrganizétion of the firms
belonging to this industry remained as simple as in the nineteenth centufy.

It is to be remembered that in the middle of the depression in the 1930s



M.‘Cope]and,put his emphasis on the integrating tendency clearly oﬁserved
in the lndustry and the need to build an organlzatlon flt for each firm to
attaln a good financial result.q A detailed survey of the American
cotton textile industry confirmed his opinion, with the conclusion that
both manpower and organization policies were crucial. In Great Britain

R. Robéon emphasized the same conclusion in 1949.5

After taking a genefal view of cotton textile firmsvcontaihing spinning
units in the world after the Firsg World War, it will be maintained that
their business activities were'very different from each other. Neverthe=
less it may be properly summed up that the business developments towards'
integration and, in some cases, diversification were slow but steady even
in the cotton-spinning firms in the world. ©On the other hand the slow |
growth might appear to tell us that the cotton textile firms, generally .
speaking, did not easily and actively grow up to become the large modern
’corporatiehs. It is widely said that the growth of a firm is closely
related to the building of managerial organization.6 In other words it
might be said that, if the management is not confident of such organi-
zational building or doubts that large firms can keep their managerial
eff|CIency through building the organization best fitted to the strategy
/of the firms, they naturally are hesitant in proceedlng to develop ad-

vanced and complicated organizations.

In thls essay the author will make a survey of the growth, hor:zontal
,and vertuca], of cotton textile firms covering four main cotton textile-

producing countries: the UK, the USA, India, and Japan. They comprised

n _the main cotton textile-exporting countries. Their products were com-

petitive in the world market. Lastly, from the'organfzétionallpoint of
view, some special reference will be made to Japanese firms,;which built
- their managerial organization including overseas networks and proceeded
to diversification to‘some extent before ‘the Second World War. One of
the characterieticsAoF this’jndustry lies in the large number of firms
in comparison with other industries. My interest is in the behaviour of
the .group of Iérgest firms in each country. In the beglnnlng the ten
largest firms will be picked up from the directories of the industry.

The spindle number is selected as a measure of their size at that moment.



It would be suitable for expressing the horiiontal growth, but it would
tell nothing of the vertical growth. So two steps will be taken here.

The first is to find out the ten largest firms in reference to their
spindle number. (The type of the spindle is not taken into account in
this case, though the spindle for lower-count yarns consumes more capital
and labour.) The second is to assess the extent of integrationvin the
firms picked out and further to look for other firms not ranked but listed
in the direétokies as managerially integrated to a considerable extent.

It was sometimes asserted that the Spiné]e number was utterly unsuitable

7

for expressing the size of firms. It is however thought that after all
there is no available figure better than this at this moment. Not. to
make the table complicated, a line between mule and ring was not drawn.
It is to be\rememberéd fhat, while mules predominated overwhelmingly in
“the UK, rings commanded an absolute majority in Japan and the USA. If
it was reckoned that a spindle of ring was equivalent to 1.5 spindles of
mule, the ratio R. Robson used in his book, the'différence in size among

the four countries would have been more remarkab]e.9



It is a well-known fact that thewamalgamation was largely horizontal as
far aé,the merger movement in Great Britain around 1900 was concerhed.lq
The single big result-of horizontal combination in the spinning section
was the Fine Cotton Spinners' and Doublers' Association. The amaTQa-
mation resulting in the Calico Printing Association contained two firms
having spinﬁing and weaving units with more than 100,000 spindles in
'all.]] However, the Association did nbt extend thesé manufacturing’
sections afterwards. In Great Britain, theke;had been a comparatively
small number of amalgamations and absorptions\in the cotton-spinning.
:séction up to the late 1920s. This seems to have necessarily resulted
“in their slow growth. It also seems that the big horizontal amalgamations
caused by the merger movement were so strong as to prevent the formation
ofNEntegrated'firms} The firms ranked in Table 1 were mostly speciélized

just in the cotton-spinning procéss.

It has been said that the spinning and weaving sections were operated by

separate firms in Great Britain in the latter half of the last century.
This means that almost all the large spinning firms_promoted as public

" companies during the period pursued the single process of spinning.]3
Among the ten firms in Table 1 Horrockses and Crewdson was the only firm
that had maintained both processes since the formative period.]h Other
firms all engaged themselves in just the spinning section. It seems that
the management's interest in the growth of the fffm, if there was any,
‘was in building as large a mill as possible at that moment. Génerally
speaking, cotton-spinning firms in Lancéshire took on their producing
activities at a single location. They used to extend their mills and

add one or two new mills at their initial site. ‘Howevéf, the area'origi-

nally selected set physical limits to the expansion of their business
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activities. Some of the firms ranked in the table were exceptional in

this respect. Crosses and Winkworth, with the IargeSt number of spindles,
had five mills at three separate locations in the Bolton diStrict.v Its
initial three mills had 44,000, 55,000, and 68,000 Spindfes resbectively.
Another mill built in 1878 was furnished with 75,000 spindles, and in.188ht
the firm built the fifth mill of 83,000 spindllage.l5 As in this case, the
management usually paid attention to building as large a mill as'possible
at that moment - in the original sité. Thus the mill newly built became so
.Iarge that at the outbreak of the First World War a single mill was usual-
ly equipped with more than 100,000 spindles. The new mill of Times was.
the largest in Middleton when founded ih'}898. fhe'result seems to be

that the majority of the firms ranked in fhe table were ones quite recently
born at the time of observation. General interest in the growth of firms,
if any; was horizontal for the top managers in the twenties and thirties.
Atlas Mills in Table 1 was the amalgamated one of the four firms engaged

in spinning in Ashton. It was properly said that one of the Best examples
was the Lancashire Cotton Corporation founded in 1929 under the spénsorf"b

ship of the Bank of England.

‘Well-known integrated companies werévfound among the firms not ranked here.
J.P. Coats is one of the most successfully integrated firms in the teXtile_
industry. Specializing in manufacturing cotton thread, it controlled the
world market together with the English Sewing Cotton Thread Company.]6 _
The Central Thread Agency remained their common selling subsidiary for the
world thread market. It also had mills abroad.]7 Amalgamated Cotton Mills,
emerging after the First World War, was a holding company till 1937 when a |
drastic reorganization took place.]8 No firm seems to have lost its indi-
viduality. As an amalgamation of large firms including .a selling company
it Would have been expected to succeed. Some old-established firms made
their buéiness integrated to a considerable extent in the nineteenth
cenfury."Joshua Hoyle, an influential integrated firm of spinning and

19

weaving, absorbed a few firms after the War. Tootal, formed by the
amalgamation of two firms in 1888, had several mills in Bolton,"Leigh,.
Radcliffe, and Manchester, making a speciality of jaconets, twills, etc.
John Ryland alsd was a famous integrated firm, having 17 mills in

Wigan, Bolton, and Manchester district.20 Likewise, producing sewing-

6



cotton thread at several mills in Lancashire, Bagley and Wright established
" a number of distributing centres in the world besides a spooling mill ‘in

: Montrea‘l.21 One of the smallest integrated firms might be A. and A.
Crompton. As an old firm located at Shaw near Oldham, it had two mills

in the late nineteenth century. |Its products, dyed coarse yarns, were.

’ mainly expérted to southeastern Europe. The management was so entrepre-
neurial that, in addition to bleach works built in 1885, the firm es-
tablished a weaving mill at Bucharest and took on shipping business. It
was said that "Crompton'' brand could be found in évery town shop in south-

' v . 22
eastern European countries.

In the USA spinning and weaving processes had been integrated in the
cotton textile firms since the time of their promotion. On the coming
of this century the competition from the South became severe for New
England firms, and the location of the igdustry was gradually transferred
3

from New Ehgland to the southern states. Though many firms in New
England had their mills on a sfngle site, like English firms, a consider-
able number of the larger firms built their new mills in these southern
‘states before the First World War.2h

in Table 2.

-This applies to several firms ranked

In due course of time the integration proceeded step by step in many of
the largest firms ranked here. Amoskeag of Manchester, New Hampshire,
abolished its sales agent in 1907 and began direct sales, apparently with

25

- the resulting yearly saving of a huge amount of money. It had ten mills

in three areas of Manchester because it had stemmed from the .amalgamation
of three large firms located in thé city.26 Fall River lron Works origi-
nated in the building of spinniﬁg mills at the site of iron works by M.C.D.
Borden, most influential dry goods agent of New York in the 1880s. At the
same time he controlled the American Printing Company in the same city,

27

one of the largest printing firms. Three processes of manufacturing were
afterwards integrated because the spinning and weaving machines of the
‘iron works were carried over to the American Printing Company. Likewise,
Pacific Mills was best known for its igtegrated business. . It built the

huge print works in Lawrence in 1916.2 It specialized in cotton and

worsted dréss gdods, and expanded the capacity for production by means of
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'buying out. Cocheco Manuf. Co. in 1909. Also Massachusetts Cotton Mills
was integrated in 1928, selling its products at “Pepperell Sales Offices"
29 .

in six large cities.

Union Mills originally specnallzed in knitting women's and children's
“underwear, but afterwards it integrated its spinning section through the
- lease of the mills owned by’the New England Cotton Yarn Company.30

Parker Mills, being e holding company, had not shown good performances.

The failure'of’the cotton speculation of the president brought Parker Mills

into collapse in 1916, and four mills were bought by Pacific Mills.?l On

the other hend American Thread was controlled by English Sewing Cotton
and shared Central Thread Agency as its selling organization with the
latter. It had its mills in Rhode Island and Massachusetts. 32 The only
firm that orlglnated in the South and is ranked in the table is Riverside
and-Dan River. This was founded in Georgia in 1882 and grew rapidly.

Its sales organization took over the sales of all products in l9lil.33

Not ranked in the table, some large firms had integrated their busineés
activities. Graniteville Manufacturing Company, one of the oldest firms
in South Carolina, had four mills, with a finishing mill bUI]t in 1924, 3h
Arlington Mills of Lawrence was proud of its specuallty in dress goods 7
and‘menswear. Cannon Manufacturlng Company specialized in sheetings andf
towels, having many mills in three cities in North and South Carolina.
Nashua Manufacturing Company had several mills in New Hampshire aﬁd ’
Massachussetts;,and its products were cotton flannels, domets, and
blankets. Some kinds of substantial backward.integration were still in
progress in 1928. Cone Export and Commission Company was an lnfluentlal
sole agent for about ten firms in the southern states/at that time, some
3 The birth of Cone Mills -

inil9h6 meant the organizational integration of this group. It may -be

of whom were already controlled by the company.

concluded that many of the largest cotton-spinning and weaving firms in
the USA implemented the pollcy for lntegratlon successfully during the

'perlod consndered in this essay.

In India many spinning firms were equipped with some hundreds of looms in

their mills at the end of the last century. - However, the number of looms

10
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-~ they pessessed'was limited because the firms sold yarns to .hand weavers
even in this century. A number of spinning firms remained single-mill
firms throughout the period considered here ‘They were controlled by
36

managing agency houses. A member of the house was usual]y one of the
largest stockholders of the firm. Though the houses often domlnated
‘more than one spinning firm, they did riot make those mills their operat-
ing Qnits " In a few cases agency houses had some spinning firms amalgam-
ated. E.D. Sassoon and Co., an agency house, controlled five spinning -
and weaving flrms.37 They were amalgamated to form E.D. Sassoon United
Milis in 1920. All products were sold by the agency house. More orgahi-
zationally-integrated business activities were found in the Bombay Dyeing
and Manufacturing Co. Promoted in 1879 aé a dye works, it evolved by
backward lntegratlon, making a spinning firm its subsidiary in 1895 and

.38

adding a weaving section in the mill in 190

There is no room here to make a comparative study in regard to the struc-
ture of the cotton textile industry among the countries mentioned above.
However, it would be useful for us to sum up that the structure of the
~cotton textile industry became highly oligopolistic in Japan.after the

39 It may be

- merger movement began at the beginning of this century.
generally said that the merger movement around 1900 was mostly unsuc-
cessful in this industry in Europe and the USA. On the other hand, the
movement in Japan was most prominent and successful in the cotton textile
industry. All of the largest firms in Table 4 grew by absorbing many
other small firms. Thus the three largest firms respectively took over
teri to twenty firms by the time of the world depression,_although some-
times a new firm resulted from the amalgamation of two firms eqdal in
stkength; The consequence was that they each had a number of mills or
i mill gfoups‘in many districts of the couhtry. One of the most remarkéblej
" cases was Kanegafuchi Spinning Co.ho It absorbed a small firm for the
first time in 1895 and grew so large that it ownedvl7‘groups of mills
acrose the.country in 1928. Each mill was comparatively small. . The
largest mills with evcentral office had 108,772 spindles and 34,620
doubling spindles, besides 760 looms. At the same time the firm owned‘
ten groups‘of mills equipped with 10,000-20,000 spindles, besides

- several hundred looms. In addition to that, Japanese firms did not

12



concentrate their spindles at a single place, or district, even if they
built new mills. In this regard the contrast with firms in other countries

was very noticeable.

Originating in a single process of spinning, the large Japanese firms ,
startedAtheir weaving units in the 1890s and added their finishing section
after the First World War. 'Nevertheless they did hot integrate the pur-
'cha5|ng and selling functions, dependlng, instead, upon large and effiéient
,trad|ng companies. 41 In the late 1930s, some of them tried to divgrsify
their products in the‘antiéipation that the demand for cottoﬁ textile .
goods would not be elastic in the future. Especially, they were very eager
to take on artificial fibres. Thus the 0saka Spinning Co.,ffhe first suc-
cessful cotton-spinning firm in Japan, took on the weaving process in 1900.
Toyobo Spinning Co., the firm formed by the amaigamation of Osaka and Mie,
added dyeing works in the early tWenties, and geared itself for a policy

. of diversification after the world depression.

TABLE 4. The Ten Largest Cotton Textile Firms in Japan

Firm Ranking Place of Mills Spindles Looms Integration
o 1913 1928 1913 1928 1913 1928 1913 1928 - 1928

Kanegafuchi 1 3 15 - 17 465,524 680,852 4,783 8,007 C.Si. S.W.R.
Mie* 2 2 1 19 283,522 859,940 5,330 12,257 C.Si.R. S.W.
Fujigasu 3 i 3 6 245,688 595,952 979 2,713 C.Si. . - S.W.
Nihon L (1) 2 — 173,412 — 0 —_
Osakagodo 5 6 6 8 163,252 476,800 Loo 3,638 c. S.W.
Settsu 6 M) 6 — 157,174 _ 0 —
Osaka 7 (2) 5 — 156,496 — 4,532 —
Tokyo 8 (1) 2 —  138.69% — 88y — S
Amagasaki** 9 1 2 13 132,392 896,676 1,785 9,555 C.Si.(R)%#*S,W.F.
Fukushima 10 7 5 7 103,616 255,308 0 1,99 c. ) S.W.
Nissin under 10 5 2 5 95,156 480,518 0 2,965 C. S.W.
‘Kurashiki under 10 8 2 8 59,032 296,840 0 1,812 C.(R).K.***S W.F,
Kishiwada under 10 9 "3 5 96,840 203,892 0 1,150. ¢ S.W.
Wakayama under 10 10 3 5 63,388 138,822 856" 1,463 C S.W.
Source:  Dainippon Boseki Rengokai [Japan Cotton Splnners ASSOC|at|on]

Menshi Boseki Jijo Sankosho [The half-year's reports].

* Toyobo since 1914 through the amalgamation with Osaka.
~ ** Dainippon since 1918 through amalgamatlon with Tokyo in 1916 and Settsu in 1918.
*%% Rayon by subsidiary.




As mentioned before, large cotton textile firms became integrated and in
some cases diversified up to the Second World War. At the same time a
refined organization of the divisional system was sometimes advocated

for the firms in this industry.

- Kendal Company was a comparatively new firm of rapid growth. The president,
Henry P. Kendal, was also president of the Taylor Society, being enthu-
siastic about the scientific approach to business organization. The firm
had niné mills, mainly in Massachusetts and South and North Carolina, in -
the 1930s. "2

World War. However, since that time delegation of responsibility had

The management was centralized up to the end of the First

been felt necessary with the rapid expansion of the firm. Consequently

a fundamental change in organization was realized in 1929. ‘According to
product lines, four operating divisions were newly created while five
cotton mills in North and South Carolina belonged to Kendal Mi]ls‘di-
‘vision. A general manager was in charge of each division, and in Kendal
Mills division five mills each had a local manager. Each division was
autonomous and the divisional general manager had ''the final responsi-
bility for divisions." On the other hand the committee of céntral staff,
"the Staff Committee,“ was primarily concerned with divisional co-ordination
and ldng-term policy making for the firm, while ""the Operating Committee"
in each division formulated the divisional policy. It ought to be made
clear that, while the Kendal Company made a speciality of things like
the surgicél dressing and ‘absorbent cotton and gauze of "Curity' brand,
'a pért,of intermediate products was sold to other firms. At the same
time the firm bought some sorts of cloth made by other firms.h3‘ Conse-
quently it seems that three autonomous divisions made according to pro-

cesses were suitable because this divisional system made it possible for
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the firm in the 1940s to further the diversification of business activities.

As a matter of fact, it seems that almost all large spinning fikms took
on divisional organization just after World War II;, Nevertheless, several
-~ oligopolistic cottpn-spinning firms in Japan developed a complicated
managerial structure before the War, pfesumably as a result of a number
of mill groups being dispersed across the country. In referring to the
cases of these firms, some evolutional phases of managerial structures in

Ll

Japanese textile firms at large will be descrlbed

It is widely known that the structure was very simple in the case of a
firm composed of a mill or mills built on a single site. Nisshin Splnnlng
Co.‘employed 37 office workers in the formative year of 1907. The manag-
ing director was flnally responsible for the executive function. The
middle management was undertaken both by an office manager (!lmucho) and

a mill manager (komucho). The four lower positions, responsible for pur-
chase and sales, mill building and maintenance, dormitory, and canteen,
were under the office manager's supervision. The mill manager answered
for the operation of mills together with a chief engineer. At the same
time the managing director had three staff sections, namely, secretariat,'
accountancy, and business Aata As a latecomer this firm seems to have
had its organization clearly defined. 45 However, forerunners may have

had difficulties in their organizational building. Though Amagasaki
Spinﬁing Co. experienced many trials and errors up to the formation\of
Daiﬁippon Spinning Co. in 1914, besides the president and three directors
the management was composed of twe or three heads of functional depart-
ments (bu). From an organizational point of view, to add mills in a new
area meant the creation of another local mill manager supervised by a

general mill manager (kdmu shihainin), head of the manufacturing depart-

ment. The emergence of Dainippon Spinning Co., consisting of 14 mills
with around 700,000 spindles and'h 300 looms acrOSS‘the country, made it
essential to reshape functional organization. What came out was the
system of functional sections (53). It was made up of ten sections, some
of which Ead staff functions. The production and commercial managers
remained two departmentalbheads. Each mill had a mill manager and an.‘

L6

assistant mill manager.
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HaQing grown up as one of the progressive local firms, Kurashiki Spinning
Co. seémed aware of the organizational problems. When it absorbed a lbca]
firm in 1908 and éonsequently owned a-group of mills in a separate érea,
the management set up a functional organization, learning much from Kane-
“gafuchi and Mie. It consisted of three departments (bu), namely, pro-
'duction, commercial, and general‘afféirs, of whfch'the first was much
larger thén the others. The production department had four funcfional
sections (53) — spinning, personnel, engine, and maintenance. The presi-
"~ dent himself seems to have answered for the pfoduction department, and

at the same time some directors were heads of these departments. However,
it was learned that this blurred their function and responsibility and
madevall decisions dependent uponrthe president. A fundamenta]Areorgani-
zation was made in 1922 with the consequence that the function of the |
board ‘was made clear, being free from the day-to-day management. The

_ central office had 11 functional sections with their respective heads.
Once again, in 1939, with the growth of the firm and the president's death,
" the central office revised fhe functionally departmentalized organization.
. At this time three departments — production, purchase and sales, and

~ general affairs — controlled nine well-defined subdivided sections. The
top management consisted of the president, a senior director, and six
directors, three of whom were each,responsib]é for a depar'tment:.l*'7 "An
elaborate but basically similar sort of orgénizationfwas’found in Nisshin
Spinning Co. in 1941. The top management was composed of the president,

two senior directors (jomu torishimari yaku), and six directors, some of

whom were at the same time the heads of five departments respectively.
Each department was divided into two to five sections. Each mill was
under the supervision of the production department, while two sales

branches were controlled by the commercial department.

It seems to the author that, despite the clear ménagement policy toward
diversification in Japanese cotton-spinning firms in the 1930s, the
creation of divisional organization was generally slow in coming, because
at first diversification just meant including different sorts of fibres.
In the orgahization of Dainippon S. Co., several/departments were based
on the various kinds of product. However, thése products — cotton,

artificial fibre, silk, and wool — were closely related to each other in

16



regardkto their uses, and were for similar markets. Consequently this
did not lead to diversified organization. It was after the Second World
War that the divisional system came to appear in large cotton textile

firms in Japan.
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Much gmphasis has been put on the trends fn business toward diversified
firms, and my essay has shown that this general conclusion is applicable
to the cotton industry. The tendency toward managerial integrationles-
pecially was clearly observed in American firms after the beginning of
this century. It can also be safely said that these integrafed firms
showed good Financial performances not on]y in the USA but also in other

countries.

However, at the same time, the characteristics of four countrfes in this
regard were also very rgmarkéble. “In the UK the integrated firms were
“comparatively small in number and moreover almoéf all of them were the
old-established Firms>which had their origins in family businesses. It
is worth pointing out that. the large public companies founded since the
‘American Civil War usually specialized just in the spihnihg process
throughout the period observed here. The tendency toward integration
seems to have been rather faint in the UK. This is just an example. To
explain the main characteristics observed in these countries, one'will
need to take the‘business environment into consideration, and thié was
closely related to the firm's manégerial behaviour and the structure of

the industry in each country.
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