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Prelude
On 3 June 1757, an advertisement was placed in the Liverpool 

Chronicle and Marine Gazetteer:

To be Sold by Auction, At the Merchants’ Coffee House, on 

Thursday, the 16th inst., at one o’clock precisely, 28 bags 

Jamaica Cotton in four lotts [sic]. Samples to be seen with 

R. Robinson, broker.

Thus ran the very fi rst record of a cotton transaction in 

Liverpool. A mere 34 words in a short-lived and long-forgotten 

local newspaper, advertising a paltry 28 bags, to be sold by a 

general broker for whom cotton was still a relative novelty. A 

more innocuous start to the record of cotton transactions in 

Liverpool could scarcely be imagined. The Merchants’ Coffee 

House mentioned in the advertisement was in a corner of the 

church of Our Lady and St Nicholas, known locally as ‘The 

Sailors’ church’ or ‘St Nick’s’, where merchants, brokers and 

One of the earliest paintings of 

Liverpool from 1680. Trade was 

already booming at this time with the 

river is teeming with local craft and 

ocean-going vessels.
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different societies developed the same method of taking the 

raw plant and spinning, weaving and dyeing it so that it 

could be used to make clothes, and developed very similar 

tools in the process, such as combs, bows, hand spindles 

and looms. The speed at which this age-old method 

was overturned was astonishing. Within six decades, a 

handful of brilliant individuals would create machines 

which transformed production methods and created a new 

world altogether. Cotton was at the heart of this Industrial 

Revolution.

The fi rst step had been John Kay’s revolutionary 

Flying Shuttle in 1733. This sped up the weaving process, 

but left the problem of spinning untouched. Kay’s shuttle 

needed at least fi ve spinners for each loom, because 

there was as yet no way for a spinner to produce several 

threads simultaneously. In 1738, it appeared that a 

shipowners could drink coffee, read the day’s newspapers, 

and exchange talk and gossip about trade. 

Cotton had been arriving from the West Indies for 

about 50 years in this way, as part of a much larger cargo 

of more valuable goods with well-established markets 

such as sugar, tobacco, rum and coffee. Since the 1730s, 

much of the cotton imported to Liverpool was done so on 

the third leg of the notorious ‘slave triangle’, when goods 

were bought from the Americas with money from selling 

Africans into slavery there, goods which had usually been 

produced by those very slaves. Liverpool’s fi rst cotton-

importing merchants, therefore, were often slave traders.

If cotton at this time was a minor player on the stage 

of British trade, it was nevertheless showing promise for 

the future. Demand was rising; the decade between 1741 

and 1751 saw imports of raw cotton to Britain almost 

doubling from 1.6 million to 2.9 million pounds. New 

ways of manufacturing were being established; in 1733, 

John Kay had patented his Flying Shuttle, which greatly 

speeded up the weaving process on the loom, halved the 

labour involved and doubled the amount woven over a 

greater width of cloth. Manchester cotton dealers, who 

served the cotton spinners in Lancashire, were increasingly 

being drawn to Liverpool for supplies as a result of the 

increased demand. No doubt the 

Liverpool brokers such as Richard 

Robinson thought that cotton was a commodity of 

some potential.

But the revolution which was about to be unleashed 

would undoubtedly have astonished them. Cotton 

would be the seed crystal for the Industrial Revolution 

which transformed the world so completely that it 

became unrecognisable. It was a revolution which would 

ally engineering genius to a completely new system of 

production; which would foster an explosion in the 

population while shifting it from the countryside to towns 

and cities; and which would create a whole new economy. 

In short, it would create the blueprint for the modern 

world of today. And in the process, the cotton brokers and 

dealers would play a central part in the rise of Liverpool 

to the status of a port of global renown, second only to 

London in its importance to the British Empire. 

The Age Of Invention
Cotton has been grown and cultivated for thousands of 

years, possibly as early as 4,500 bce, by civilizations in 

areas as far apart as India, Mexico, Peru and Egypt. These 

Left: St Nicholas Church, 

Liverpool, c.1820.

Below: John Kay, inventor of the 

revolutionary Flying Shuttle in 1733.

A map of Liverpool in 1725. Ten years earlier, wealthy Liverpool merchants opened the fi rst commercial wet dock in the world (on the right).

This led to a rapid increase in trade as vessels could dock and unload protected from the strong currents and tides of the River Mersey.
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Chapter 2: The Liverpool Cotton Market

Ask the person on the street to conjure up words to 

describe a typical broker, the one word which probably 

no one would use is ‘outdoors’. Brokers are associated 

with buildings, offi ces, exchanges. But the Liverpool 

cotton brokers of the 18th and 19th centuries were 

different. Ever since the earliest days, they had preferred, 

for reasons best known to themselves, to conduct their 

business deals out of doors. Originally, they met in the 

open-air space opposite the ends of Dale Street, High 

Street and Castle Street in Liverpool. In 1754, a spacious 

new building, the New Exchange, was opened with the 

specifi c purpose of moving the brokers and merchants off 

the streets and into the new assembly room; the brokers 

pointedly ignored it, and continued to trade outdoors.

It must have been a sight to behold. Richard Brooke, 

a contemporary, vividly described the men as they 

appeared in the fashions of the day: 

Coats cut much in the form of Court dress coats, often 

with stand-tip collars, and usually with gilt, silvered 

twist, or basket buttons; waistcoats of very great 

length … the fl aps being large and containing pockets 

with a small cover or fl ap over each pocket … short 

breeches with buckles of gold, silver, or false stones 

at the knees, and large buckles of gold or silver, or 

gilt or plated to resemble those metals, in their shoes 

… The young men, and some of the middle-aged men, 

wore their hair dressed with large curls on each side 

of the face, called cannon curls … Wigs of various 

descriptions, such as tie-wigs, caulifl ower wigs, brown 

bob wigs, and bush wigs (with hair powder), were 

also worn by middle-aged and elderly persons.

As Liverpool was a booming port during these times, 

traffi c increased, the numbers of cotton brokers increased, 

and so did their general nuisance value. Their presence 

increasingly began to cause traffi c jams at the top of 

Castle Street, which in turn caused problems on the 

adjacent Dale Street, which was at that point the main 

thoroughfare both into and out of Liverpool. People began 

to complain, especially local shopkeepers. They had good 

reason to, as the brokers would seek shelter by rushing 

into the nearby shops when it rained, which it did quite 

often in Liverpool. W. F. Machin described the scene in his 

Short History of the Liverpool Cotton Market:

When the traffi c was unusually heavy the scene would 

be one of colourful animation. A hopeless jam of 

bobbing sedan-chairs (which were just going out), 

horsedrawn cabs (which were just coming in), with their 

whip-fl icking, tongue-clicking cabbies; elegant turnouts, 

horsemen, urchins, beggars, curious sight-seers, sailors, 

hawkers … messengers and counting-house clerks, all 

mixed up on the outskirts of the central knot of brokers, 

merchants, bankers and dealers … all of them treading 

a soft carpet of well stamped-down horse manure … 

and when it rained, as rain it undoubtedly would … the 

helter-skelter rush to get the best positions in the shop 

doorways would stir up the already animated scene into 

one of colourful chaos.

This could not be allowed to continue, and in 1808, 

another new building was opened, also called the New 

Exchange, at the back of the Town Hall. The Billinge 

Advertiser reported on the change on 7 March 1808:

Monday the 7th March, of that year, was a day of much 

importance in the commercial annals of Liverpool, 

as on that day the merchants abandoned their usual 

place of meeting, at the upper end of Castle St, and 

assembled for the fi rst time in the grand area of the 

New Exchange. No place in the world affords so 

elegant and commodious a situation as this for the 

purposes of a public exchange, and we have often 

been surprised to hear it observed that it would be 

diffi cult to bring the merchants to abandon their old 

situation to which they were so much attached by 

the strong ties of habit and early prepossession. In 

opposition to this common opinion, we are happy to 

observe that the transference was absolutely perfect 

the fi rst day, not a single person being found loitering 

about his old haunts during the whole ‘Change hours’. 

In January 1809 the Commercial Room was opened in the 

New Exchange. This was afterwards renamed the News 

Room. But while the cotton brokers no longer constituted 

the nuisance which had severely and regularly disrupted 

the city’s traffi c, they still could not be persuaded to 

abandon their old habits. Instead of congregating in the 

new building, they conducted their business on the ‘fl ags’ 

which formed the courtyard of the New Exchange, walled 

in by the surrounding buildings, but still outdoors. They 

would remain in the open for another hundred years.

The Open Air Cotton Market
Left: Liverpool Exchange 

Building, 1828.

Below: Exchange Square 

today.

and when it rained, as rain it undoubtedly would … the 

helter-skelter rush to get the best positions in the shop 

doorways would stir up the already animated scene into 

one of colourful chaos.

This could not be allowed to continue, and in 1808, 

another new building was opened, also called the New 

Exchange, at the back of the Town Hall. The 

Advertiser reported on the change on 7 March 1808:Advertiser reported on the change on 7 March 1808:Advertiser

Monday the 7th March, of that year, was a day of much 

importance in the commercial annals of Liverpool, 

as on that day the merchants abandoned their usual 

place of meeting, at the upper end of Castle St, and 

assembled for the fi rst time in the grand area of the 

New Exchange. No place in the world affords so 

elegant and commodious a situation as this for the 



4

Cotton 
Triumphant

1866–1913

The Future of Cotton is … 
Cotton Futures
The date 27 July 1866 proved to be a red-letter day for the 

Liverpool cotton market, even though the event that took place 

had, on the face of it, nothing to do with cotton. Although 

the fi rst communications using a transatlantic telegraph cable 

had taken place as early six years previously, the fi rst system 

operated for only a period of three weeks, as the cable failed 

completely. A new, improved cable was designed and laid, and 

on the date above, the cable was pulled ashore at a village 

called Heart’s Content, Newfoundland, to issue the following 

telegraph message at 9am on the next day: ‘A treaty of peace 

has been signed between Austria and Prussia.’ Queen Victoria 

sent the following message to Andrew Johnson, the President 

of the United States: ‘The Queen congratulates the President on 

the successful completion of an undertaking which she hopes 

may serve as an additional bond of Union between the United 

States and England.’ 

Engraving from the Illustrated London 

News, showing the Liverpool Cotton Market 

thronged with businessmen in 1874.  Initially 

business was conducted on the quayside 

where the cotton was landed. In 1808 the 

New Exchange building was constructed, but 

traders continued the tradition of conducting 

their business in the open air, in a space 

known as Exchange Flags. As well as being 

a space for trading, the fl ags was a location 

where businessmen could meet to exchange 

news, gossip and rumours. The market 

eventually moved indoors in 1906.
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Chapter 4: Cotton Triumphant

The oldest surviving Constitution dates from 1871, 

and contains 58 clauses spread over 16 pages, fi nishing 

with a specimen form of contract for the future delivery 

of American cotton. The rules covered everything from 

to the election of members, the election of the Committee 

(which now consisted of 12 members), the production 

of the circulars, the conduct of meetings, arbitrations 

relating to disputes over cotton sold after arrival, invoices 

and payments, insolvency, brokerage, cotton ‘ex quay’, 

short weight, insurance, cotton sold to arrive, stocktaking 

and samples. This was the fi rst time the Liverpool 

Cotton Brokers’ Association had attempted to create a 

comprehensive code of conduct for its members, to ensure 

that cotton could be traded safely and that contracts 

would be honoured. Although the specifi c rules have 

changed with time, the philosophy inherent in the fi rst 

Constitution of 1871 can be seen in the Bylaws and Rules 

of the International Cotton Association today.

The Problems of an 
Outdoor Market
The growth in prosperity produced some unusual problems 

for the cotton brokers in Liverpool. The increased business 

which the futures market brought did nothing to dampen 

their preference for trading out of doors, in the square 

around Liverpool Exchange Flags. The futures traders began 

to congregate in a circular formation, which became known 

locally as the ring or the pit, and was a popular attraction 

for visitors to the area, who were no doubt much amused by 

those occasions when trading was brisk and a seller would 

be met with a rush of eager buyers who were more keen 

on their business than observing social niceties, and woe 

betide anyone who stood between a buyer and his prey. One 

historian likened the scene to ‘an oversized rugby football 

loose scrimmage in which the players did not bother about 

the formality of the ball. It was no rarity for collars to be 

torn and hats – tall ones, were not infrequent casualties.’

John Rew is a name which has largely been forgotten by 

history, which, given his achievements, shows just how 

unfair the judgements of history can be. He started his 

working life in the Bank of Liverpool when he was aged 

just 15, and that fi nancial experience would serve him 

very well later in his career. After fi ve years, he joined the 

offi ce of the cotton brokers Armour & Co., before setting 

up his own cotton broking fi rm fi ve years later in 1863.

Rew’s principal achievement was what appears to be 

the creation of the fi rst modern ‘hedge’. The transatlantic 

telegraph cable allowed him to exploit the possibilities 

of the simultaneous deal, using the cable to get 

quotations from the Cotton Belt in the USA and buy the 

cotton he wanted in an instant, but which would not be 

delivered to Liverpool for another two or three months; 

then going to the Liverpool arrivals market to sell the 

cotton that he had just bought from the USA, the sale to 

have a date suffi ciently far enough to allow his cotton to 

be delivered and to sell it on. This appears to be the fi rst 

example of the modern ‘hedge’ in action, and its effect 

was immediate. Other traders quickly followed Rew’s 

example, and the hugely important Liverpool cotton 

futures market was born. Rew’s great insight brought 

years of great prosperity to Liverpool and its cotton 

market – its turnover would increase by over 100 per 

cent in the coming years.

John Rew also appears to have invented a new 

form of contract into the bargain. Because 

he had no way of knowing what quality 

of cotton he was buying with his 

purchase over the telegraph, he did 

not specify what grade of cotton 

was being sold; instead, the cotton 

being delivered would be valued 

on the basis for the middling fi xed 

in the contract – the fi rst known 

example of a so-called ‘Basis 

Middling’ in Liverpool. Once again, 

history has been unkind to Rew; the original contract 

has not survived, so we have no means of knowing what 

the terms of the contract were, nor what grades of cotton 

were deliverable. One cotton historian, John A. Todd, 

has questioned Rew’s originality, writing, ‘It is equally 

diffi cult to ascertain where John Rew got the idea of this 

basis contract. It is extremely unlikely that he invented 

it; it is much more probable that the practice of selling 

cotton “on basis” had grown up between the Belt and 

New York.’ But as Todd himself admits, ‘no evidence of the 

growth of this practice can be traced’, and given Rew’s 

history of originality of thought in this area, it seems 

churlish to deny him here. 

Another fi rst he can claim to lay in his election to the 

Liverpool Cotton Brokers’ Association. That Association 

passed a resolution in 1863 which stipulated that all 

future elections of members would be by means of 

ballot, rather than by a show of hands. The fi rst member 

to be elected by this new method was John Rew. As his 

obituary reports, ‘For 18 years he was known in this 

community as a man of high principle and blameless 

character.’

There was more to John Rew, however, than visionary 

thinker and successful businessman. He was regarded 

as a tireless philanthropist, giving money to a number 

of institutions, including the Young Men’s Christian 

Association, the Town Mission and the Seamen’s 

Orphanage, of which he was a committee member at 

the time of his death. He was a prominent Presbyterian, 

holding the offi ce of elder in Canning Street Presbyterian 

church, and was one of the chief promoters of the then-

new Presbyterian church in Sefton Park. His obituary 

recorded that ‘one who knew him well assures us that 

he literally gave away more than he spent’. He had, 

unfortunately, a delicate constitution, and had to spend 

several winters in the South of France on health grounds, 

dying in April 1881 aged just 48. The fi rm that he 

founded, however, would outlive him by over 100 years.

John Rew

John Rew set up as 

a cotton broker at 

the age of 25 and is 

remembered primarily 

for creating the fi rst 

modern ‘hedge’ which 

led to the birth of 

the Liverpool cotton 

futures market.

Oppoasite: It took 

many years to persuade 

Liverpool’s cotton 

traders to ply their 

trade inside. They are 

shown here working 

outside at Exchange 

Flags in 1881. 
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Chapter 6: Total War, Near-Total Decline

The ICA Visitors’ Book

unveiled the Hall of Remembrance and the Roll of Honour, 

which carries the names of the 13,000 military men from 

Liverpool who died during the First World War.

Overseas royalty also came to visit in the 1920s. The 

eighteenth of July 1927 saw the visit of King Fuad of Egypt, 

as part of a trip to see for himself the activities of cotton 

industry in Lancashire. The President of the Association, Mr 

C.S. Hannay, presented his majesty with a golden casket 

in the form of an Egyptian cotton bale. Before he left, King 

Fuad presented the Liverpool Hospital Fund with a cheque 

for £400. Just a few months later, on 21 November, King 

Faisal I of Iraq signed his name in the Visitors’ Book, and 

on 30 March 1928, the Cotton Association hosted a visit 

by King Amanullah of Afghanistan as part of his tour of 

Europe. While the king was in Europe, opposition to his 

rule in Afghanistan grew, leading to an uprising in Jalabad 

and a march on Kabul where most of the army chose to 

desert rather than fi ght. At the start of 1929, Amanullah 

went into exile, eventually dying in Zurich in 1960.

Leaders of governments and politicians are also 

represented in the Visitors’ Book. One of the fi rst entries 

in the whole book is the signature of Arthur James Balfour 

on 13 February 1903, when he was serving as British 

prime minister. He was accompanied by two lords with 

local connections: Frederick Stanley, the 16th Earl of 

Derby, a former secretary of state for war, president of 

the Board of Trade, and governor general of Canada (to 

whom he bequeathed the famous Stanley Cup to the sport 

of ice hockey); and his son Edward Stanley, later 17th 

Earl of Derby, who established the Liverpool Pals with his 

recruitment drive for the army in August 1914, and would 

become secretary of state for war in 1916.

Another distinguished politician with local 

connections who visited the Liverpool Cotton Association 

was F.E. Smith, who came in 1910, when he was MP for 

Walton in Liverpool. Smith was Winston Churchill’s 

greatest personal and political friend, and Churchill 

would later recall that ‘our friendship was perfect … It 

grew stronger as nearly a quarter of a century slipped by 

and it lasted till his untimely death’. Smith had a brilliant 

career as a barrister, became earl of Birkenhead, the town 

in which he was born, and was appointed Lord Chancellor 

in 1919 when he was only 47. Birkenhead was 

also a famous wit, as shown by an entry in 

the writer Evelyn Waugh’s diary in 1924, 

which recorded that an English High 

Court judge, presiding in a sodomy 

case, had asked Birkenhead’s advice 

on sentencing. ‘Could you tell me,’ he 

asked, ‘what do you think one ought 

to give a man who allows himself 

to be buggered?’ Without missing a 

beat, Birkenhead answered, ‘Oh, thirty 

shillings or two pounds; whatever you 

happen to have on you.’

In November 1923, the book was 

signed by Stanley Bruce, the Australian 

prime minister, and three years later, 

his New Zealand counterpart, Gordon 

Coates, also visited the Association. 

On 20 October 1930, the signature 

recorded in the book was that of 

One of the most interesting items in the archive of the 

International Cotton Association (ICA) is the Visitors’ 

Book. From 1902, the Liverpool Cotton Association started 

to keep a record of the visits by the many distinguished 

guests from all over the world by asking them to sign 

their names in this book. Most of the signatories, as might 

be expected, are from trade delegations from countries 

including China, Japan, Bangladesh, Brazil, Egypt, the 

USA, France, Germany, Australia and New Zealand. 

However, the guests who were not trade delegates give 

an indication of the esteem in which the Liverpool Cotton 

Association was held at this time.

Royalty is well represented 

in the Visitors’ Book. Their 

Royal Highnesses the Prince 

and Princess of Wales formally 

opened the new Cotton 

Exchange building on 30 

November 1906, less than fi ve 

years before ascending the throne as King George 

V and Queen Mary. On 5 July 1921, their son, himself 

then Prince of Wales and later King Edward VIII, also 

signed his name after visiting the Liverpool Cotton 

Association as part of a trip to Liverpool in which he 

continued on following page
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Beresford, signed the book on 8 August 1907, as did no 

fewer than six captains of Royal Navy ships. Beresford 

was better known to the public at large by his nickname 

‘Charlie B’, and many saw him as the very personifi cation 

of John Bull – indeed, he was rarely seen anywhere 

without being accompanied by a bulldog. He had been 

the captain of a gunboat during the Egyptian War of 1882, 

when he had distinguished himself by taking his ship 

inshore to bombard the Egyptian batteries at close range.

It cannot have escaped anyone’s notice that all the 

people described above were men. This is a refl ection of 

the simple fact that the members of the Liverpool Cotton 

Association were male, as were their visitors. The few 

female signatories were almost invariably the wives of 

the invited members of the royal family or politicians. 

There is one notable exception. On 25 May 1933, there 

is just one entry: ‘Loelia Westminster’. This was Loelia 

Mary, Lady Lindsay, the only daughter of the courtier 

Sir Frederick Ponsonby. She was one of the leading 

‘Bright Young Things’ of the 1920s, and famously married 

Hugh Grosvenor, the Duke of Westminster, a two-time 

divorcee who was over 20 years her senior. Winston 

Churchill was best man. The Duchess of Westminster 

was a friend of the novelist Ian Fleming, who reportedly 

used her as the model for Miss Moneypenny in his James 

Bond books. She later worked as features editor for the 

magazine House and Garden, covering Grace Kelly’s 

wedding in Monaco. She was a skilled needleworker, and 

bequeathed her collection to the National Trust on her 

death. She is also said to be the originator of the quip, 

which was later attributed to Margaret Thatcher, that ‘A 

man who, beyond the age of 26, fi nds himself on a bus 

can count himself as a failure’.

Wilhelm Cuno, who had been Chancellor of Germany for 

a total of 264 days between November 1922 and August 

1923. He was visiting the Association in his capacity as 

a director of the German shipping company Hamburg 

Amerikanische Paketfahrt Aktien-Gesellschaft, better 

known as HAPAG.

One of the most interesting signatures was that of 

another German, bearing the date 20 April 1914, three 

months before the outbreak of the First World War. The 

guest simply signed ‘Lichnowsky’ – this was Karl Max, 

Prince Lichnowsky, ‘Imperial Ambassador to the Court of 

St James’s’, to give him his full title. The prince was notable 

as the one German diplomat to raise objections during 

the July Crisis to Germany’s encouragement of Austria 

to wage war against the Serbs, as he believed Britain 

would intervene in a Continental war. He even went so 

far as to send a cable to the German government on 27 

July arguing that Germany would actually lose such a war. 

Needless to say, that cable was not shown to the Kaiser. 

His fi nal cable, sent two days later, showed a high degree 

of prescience, stating that ‘if war breaks out it will be the 

greatest catastrophe the world has ever seen’. He later had 

a pamphlet privately printed, entitled My Mission to London 

1912–1914, in which he accused the German government 

of not supporting his efforts to avert the war, put the blame 

for the failure of diplomacy on Germany, and wrote that 

in view of Germany’s actions ‘it is no wonder that the 

whole of the civilized world outside Germany places the 

entire responsibility for the world-war upon our soldiers’. 

Lichnowsky was expelled from the Prussian House of Lords 

when his pamphlet was published in America in 1917.

There are a number of signatures bearing the names 

of senior members of the army and navy. On 5 April 1922, 

the war memorial to those men from the Liverpool Cotton 

Association who had died in the confl ict was unveiled by 

Field Marshal Douglas Haig, who had been commander 

of the British Expeditionary Force from 1915 to the end of 

the war, notably during the Battle of the Somme. 

Admiral Lord Charles Beresford, or, to give him his 

full name, Charles William de la Poer Beresford, 1st Baron 

continued from previous page
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Beresford, signed the book on 8 August 1907, as did no 

fewer than six captains of Royal Navy ships. Beresford 

was better known to the public at large by his nickname 

‘Charlie B’, and many saw him as the very personifi cation 

of John Bull – indeed, he was rarely seen anywhere 

without being accompanied by a bulldog. He had been 

the captain of a gunboat during the Egyptian War of 1882, 

when he had distinguished himself by taking his ship 

inshore to bombard the Egyptian batteries at close range.
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‘Dying on its feet’
The Liverpool cotton futures market was closed for 13 years; 

but it might have been for a century, for the difference in trading 

conditions which applied when it reopened. Firstly, the level 

of imports was in irreversible decline. In the 1911–12 season, 

5,231,000 bales of cotton were imported into the UK; in 1939, 

those imports had dropped by over 46 per cent to 2,837,000, 

and by 1961, they stood at just over 1.5 million, 

another fall of over 46 per cent, and a mere 29 

per cent of the 1911–12 fi gure. In the same 

period, American cotton fell from 4 million 

bales in 1911–12 to under 1.5 million bales in 

1939 and only 0.5 million bales in 1961. 

But not only had the market shrunk appreciably; trading 

conditions had changed out of all recognition. The once-free 

market was now subject to subsidies, duties and currency 

imbalances. In the United States, for example, the Commodity 

Credit Corporation (CCC) ensured that American cotton prices 
The ICA's bull and bear 

in the Board Room.
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is a highly specialized trade, must have persuaded many 

members of the younger generation to look elsewhere for a 

business or commercial career.

With this in mind, the President of the Liverpool 

Cotton Association, Col. W. R. Palmer, appointed a 

commission in 1960 to be chaired by Lord Forster to 

examine the future of the Association with the following 

terms of reference:

To consider how an active raw cotton market in Liverpool 

can best be maintained under existing and anticipated 

conditions; to consider the constitution, fi nancial structure 

and organisation of the Association required for such a 

purpose; to invite and take evidence, written or verbal, 

from members or non-members connected with the 

cotton trade; to take appropriate professional advice; to 

recommend to the board what changes should be made.

The Reorganisation Committee, as the commission became 

known, held 23 meetings, interviewed 33 representatives 

of all sections of the cotton trade, received more than 60 

memoranda, and produced its 10,000-word report in April 

1961. The report called for a root-and-branch reform of 

the Association, pointing out that the contraction into 

larger groups in the spinning industry was very likely 

to continue, and would be paralleled by a contraction 

in the number of individual fi rms trading in the market. 

Furthermore, dwindling membership meant a smaller pool 

of local expertise needed to provide services such as quality 

arbitration, and to serve on Appeal and Value Quotation 

Committees, as well as on the Board of Directors.

And while the futures market had once brought with 

it an enormous amount of business, the Reogranisation 

Committee expressed its scepticism that that market 

could revive the fl agging cotton industry. It criticized the 

Association’s current structure, that of a limited liability 

company with full and restricted membership, which had 

been designed under very different circumstances almost 

80 years previously. Full membership was not as attractive 

a proposition as it once had been, as there was no share 

dividend and the value of those shares had long been 

depreciating. Restricted members, meanwhile, had no vote 

in the running of the association.

The Committee report recommended that the 

Association be converted into a property company 

called the Liverpool Cotton Exchange Company Ltd, 

with a disposable and dividend-paying share structure, 

and a new trade association, very similar to the existing 

one and fi nancially self-supporting. The Committee’s 

report noted that the current membership contained 240 

restricted and associate members, that young people 

had been discouraged from entering the trade, and that 

further contraction of the membership was inevitable 

unless substantial advantages of membership were offered 

to those restricted and associate members. The report 

concluded that ‘There appears to be a clear choice between 

continuing the existing association in its present form and 

creating a new association. The present arrangements will, 

in our opinion, lead inevitably and at an increasing pace to 

progressive decline’, and eventually to ‘the liquidation of 

the present association’.

remained artifi cially high by granting loans to its farmers; 

any cotton which was surplus to the requirements of the 

American mills was kept by the CCC, and by 1955 it had 

acquired stocks of over 14 million bales. In 1956, it aimed 

to solve the problem of stock accumulation by replacing 

the one-price marketing system with a two-price system 

of cotton; the price of cotton in the American market was 

kept high, while the surplus was offered for export at 

prices competitive with those in the international market. 

The Liverpool cotton futures market was therefore subject 

to the whims of the CCC, which could change the price of 

cotton at any time, and spinners and merchants saw little 

point in using the hedging facilities offered in Liverpool. 

As a result, the number of fi rms dealing in cotton fell 

while others merged, as the rationalisation of the spinning 

industry in Britain led to the creation of large-scale 

combines with their own buying offi ces. This necessarily 

meant that fewer and fewer fi rms required the services 

of buying brokers, whose ranks were thus signifi cantly 

reduced. By 1961, over 40 per cent of cotton used in 

Lancashire was bought on either CIF (cost, insurance, 

freight) or spot ex-quay terms. The contraction of the 

scope of the industry, combined with the fact that cotton 
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is a highly specialized trade, must have persuaded many 

members of the younger generation to look elsewhere for a 

business or commercial career.

With this in mind, the President of the Liverpool 

Cotton Association, Col. W. R. Palmer, appointed a 

commission in 1960 to be chaired by Lord Forster to 

examine the future of the Association with the following 

terms of reference:

To consider how an active raw cotton market in Liverpool 

can best be maintained under existing and anticipated 

conditions; to consider the constitution, fi nancial structure 

and organisation of the Association required for such a 

purpose; to invite and take evidence, written or verbal, 

from members or non-members connected with the 

cotton trade; to take appropriate professional advice; to 

recommend to the board what changes should be made.

The Reorganisation Committee, as the commission became 

known, held 23 meetings, interviewed 33 representatives 

of all sections of the cotton trade, received more than 60 


