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In its election programm@ in 1957 the Labour Party stood
by 1ite policy of protection through import control, and the
National Party by its policy of protection through tariff

control.

The new Labour Government introduced wide ranging import
controls. The Minister of Industries and Commerce,
Mr Holloway, said: "All industries in New Zealand can look to

the Government and my Department for help."4

Tne Minister of Finance, Mr Nordmeyer, declared: "The
stern realities of the pesition demanded that immediate action
should be %aken."B

These two men, key members of the Cabinet Economic Committee,
and Dr W.B. Sutch, a key figure in the officials' committee
which advised the Economic Committee and Jecretary of the
Department of Industries and Commerce, were the architects of
the new policy of "industralisation in depth", Mr Nordmeyer
because of necessity, Mr Holloway and Dr Sutch because they
believed in the policy for its own sake. Dr Sutch said: "New
4ealand faces the alternatives of rapid substantial industrial

development or slowly falling living standards."6

In 1958 the renegotiation of the Ottawa Agreement reduced
the quantity of goods imported from the United Kingdom on
favoured terms, and a trade agreement with Japan gave that
country most-favoured-nation statues but allowed easy access only
for goods which offered no threat or serious damage to New Zealand
industries. In that year the Cabinet Economic Committee instructed
the Department to formulate a philosophy for future

industrial development. In the pre-election campaign of 1960

/"industralisation
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saving in overseas exchange and a major reduction in the price

of cotton goods.lo

Early in August 1960 Directors of the Company, satisfied
that the, were in a strong bargaining position, arrived in New
Zealand. Negotiations were conducted by Mr Whittaker and the
Company's New Zealand representative, lir A.H. Giles, on the one

hand, and officerc .. ULe Department led by Mr Lewin, with

Mr Boord, the Minister of Customs, on the other. Agreement was

finally reached after seven days. In a letter to Mr Whittaker

dated 12 August, Iir Holloway set down his understanding of the

position reached and de.lared imself satisfied. This ~onstituted

the offer to contract. A brief letter dated 11 August (a curic
carelessness in such an important context) from Mr Whittaker
sald: "“%e have for acknowledgment the memorandum dated 12 Augus

1960, in regard to the proposed termse covering the establishment

of a cotton industry in New Zealand. e have carefully studied

this and agree with the terms as set out therein." This was

1a A further letter from Mr Holloway dated

the acceptance.
15 Afugust acknowledged the acreptance and allowed for the
agreement to be assigned to any Company formed to sarry out the
establishment of the industry. New Zealand after all was to

have 1ts own Cotton Mill., The Commonwealth Fabric Corporation

was boum.

Before considering details of the contrast itself it would
be appropriate to consider the development of events leading to

its rescission, but we must pause for a moment here and look

us

t

briefly at certain zspects of it. The agreement as we have seen

took the form of an exchange of letters and bore little overt

resemblance to the usual form for a binding legal contract.

/This
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This in its 1f was no ber to its validity and no 1nnovation,12

but it is significant in the light of later developments that
the agreement was not submitted to the Crown's legal experts at
the Crown Law Office. Negotiations were conducted in secret
and neifther the full Cabinet nor the Prime Minister himself, as
was later evident, were aware of the exact details or their
implications. This again was not unusual. The agreement was
cearly in line with the industrial development policy of the
Department and the declared policy of the Government, waich saw
a combination of tariff and import protection as the optimum
means of facilitating industrial development, a policy implemented
in several other secret industrial agreements made by the
Government from 1957 to 1960.13 The cotton mill agreement has
been chosen from this group for study both because it was a
relatively uncomplicated agreement with a clear pattern showing
its development, its decline and its final fall, and because, as
will later become evident, it differed in an important respect

from +the other major agreements of the time.l4

HISTORY OF THE OSECOND AGREEMENT

Let us now trace this "decline and fall". Representatives
of the Company called on Mr Holyoake, the lLeader of the
Opposition, on the day of the acreptance but no details were
discussed. The following week, on 17 August, Mr Holloway, 1in
answer to a question in the House, said: "The completion of
negotiations having been announced a week ago by the Directors
of the Company, a £5,000,000 plant is to be established at Nelson

and is expected to begin production in 1961."15 He gave no

details to the House of the terms of the agreement.

/The
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The General Election in 1960 resulted in a change of
Government. Soon after it assumed office the National Govern-
ment ordered an immediate review of the cotton mill agreement,

It was investigated by the Economic Sub-Committee of Cabinet and
by an officials' committee which acted in an advisory capacity.

It was discovered that the agreement was loosely structured and
ambiguously phrased but the Sub-Committee, on advice from the
Department of Industries and Commerce, and after inspection of

the relevant documents, declared that ambiguous clauses were
clearly to be interpreted in the Government's favour. On

14 December the Company was assured of the Governmental support
which it needed if it was to proceed with the project. In a
letter dated 16 December the Company set out the progress made

and commitments undertaken, and sought an assurance of

cooperation and goodwill. Later remarks in the House showed that
at that time members of the Government felt that "it was a binding

agresment and should be honoured in the letter and spirit"l6

and "the contract, having been made by a New Zealand Government,
had to be kept".l7 Mr Holyoake in London for the Prime Ministers'
Conference from 8 March - 17 March, reaffirmed the Government's

support for the proposal.

Already, however, public demand was growing for the release
of the terms of the agreement. In July, after consultation
between lir Marshall and Mr Giles, the New Zealand Director of
the Commonwealth Fabric Corporation, a joint statement was issued
stating briefly the major points of the agreement. Mr Marshall
sald: "Work is progressing in the establishment of a cotton mill

2."18

and production is to commence in 196 Ten days later he

declared (ironically in the light of future events): "I think I

/may
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may claim thut New Zealand is a country in which an overseas
concern may invest with full confidence in an expanding market,
an intelligent labour force, strict financial probity and a high

measure of official assistance."lg

Publi~ pressure, however,
continued to build up for the release of the terms of the
agreement. Concern was expressed about the few facts which
were known. Differences of opinion emerged in Cabinet,
particularly between the Minister of Industries and Commerce
and Mr Chand, the Minister of Labouyp, over the degree of

protection which should be afforded to 1ndustr1es.20

Mr Marshall advised Omith and Nephew of his intention of
releasing tﬁe full text to interested parties, and indeed began
to carry out this intention. The text was released to the
Textile and Garment Manufacturers Association on 13 August, and
to the Textile and Garment Council and to the Wholesale Softgoods
Council on 14 September. The parties concerned were pledged to
secrecy. On 4 Deptember the Company, aware that it needed the
goodwill of its potential buyers if such a venture were to succeed,
became concerned- about the intensity of public feeling in New
sealand against the agreement. The Chairman wrote tc the Prime
Minister: "I am sure my Company would be willing even at this
stage to withdraw from this scheme entirely and megotiate with
the Government for reasonable compensation. I am afraid the
latter would be of considerable size ... we are not asking for
any compensation for breaking of contract or actual monies lost.“21
This appears toc have been the first time that any suggestion had
been made that the venture might not proceed. It is interesting

to see a party which hints that it might itself withdraw

magnanimously allowing that it would seek no damages for breach

/of
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