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Abstract 
Britain is the earliest industrialized country in the world and the birthplace of the 
modern factory system. From the root, the early British factory production methods, 
namely workshop system, family system and manual workshop system, are the basis for 
the emergence of modern factory system. After the mid-18th century, with the 
advancement of technology and the emergence of hydraulic and steam engines, a new 
type of production method began to appear in Britain. The industrial world first 
emerged in the industry with the most serious contradiction between supply and 
demand, and gradually spread to other industries at the end of the 18th century. 
Compared with the traditional handicraft industry, the modern factory system gradually 
showed many new characteristics in the process of its rise, such as: the concentration of 
capital and labor, the strengthening of the division of labor, the standardization and 
institutionalization of production management, etc. The emergence of the factory system 
greatly improved the labor productivity of the UK, and to a certain extent promoted the 
UK's "world factory". Therefore, this paper proposes a research on the emergence of the 
factory system based on Arkwright's investment strategy. 
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1. Introduction 

The factory system is by far the most far-reaching and still mainstream production organization 
form in human society. Britain is the birthplace of the industrial revolution and the birthplace 
of the factory system [1]. The industrial revolution not only brought about changes in 
production technology, but also brought about a new mode of production—factory system. In 
the second half of the 18th century, with the progress of production technology changes, 
especially the invention and application of power machines, the pattern of production 
organization in Britain began to undergo qualitative changes [2]. The workshop system, family 
system and workshop system in the original industrialization period gradually subsided, and 
factory production characterized by machine production began to rise [3]. The factory system 
is not a tree without roots or a source without water. Although it originated in the early 
industrialization period in the second half of the 18th century, it sprouted in the traditional 
production organization form in the original industrialization period. The modern factory 
system has become a hot field of international academic attention since the middle of the 19th 
century, with many research results and more in-depth research [4]. In this regard, this paper 
proposes a research on the rise of the factory system based on Arkwright's investment strategy, 
and studies Arkwright's investment strategy and the factory system in depth.  

2. The Origin of the Factory System 

The United Kingdom is the birthplace of the modern factory system, and "the growth of the 
world's factory system has, to a large extent, directly or indirectly imitated the British system." 
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The rise of the factory system in modern Britain, as "the most distinctive feature of the 
industrial revolution", can be traced back to the form of production organization in the proto-
industrial period. Generally speaking, the social production process is always carried out under 
a certain form of production organization, and the form of production organization is subject 
to the level of productive forces at that time. At different stages of human history, differences 
in the level of productivity have created different forms of production organization. In the long 
period of proto-industrialization, the form of production organization dominated by manual 
labor dominated [5]. Although the rise of the factory system is a product of the industrial 
revolution, it sprouts in the form of production organization in the proto-industrial period. 
Therefore, to examine the rise of the modern factory system, we must first start with the 
production organization form in the original industrialization period. 
Britain was still in the pre-industrial stage before the mid-18th century, also known as "pre-
industrialization". The initial industrialization of Britain began in the mid-15th century, and it 
did not gradually decline until the emergence of the industrial revolution in the mid-to-late 18th 
century. Although the initial industrialization was rooted in a traditional agricultural society, 
the initial industrialization was necessary to achieve industrialization. It can be seen from the 
changes in the form of production organization that the mode of production during the 
industrialization period provided the basis for the emergence of the factory system [6]. In the 
past industrialization era, it was mainly done by hand, and in terms of the organizational form 
of production, it can be roughly divided into three types: 
The first is the traditional workshop from the early modern period, which is operated by 
craftsmen themselves, producing and selling as a form, with a small scale, mainly three to five 
people.  
The second is the family production method, which is the so-called outsourcing production. The 
family mode of production is an organizational mode in which commercial capital controls 
production activities, and it is the result of "the infiltration of urban commercial capital into the 
countryside" [7]. They arrange production tasks according to market needs, procure raw 
materials and distribute them to rural workers. The workers rely on their own land and 
equipment to manufacture goods, and then deliver the goods to merchants, who pay according 
to wages. Family labor is a kind of handicraft industry that is part-worker and part-agricultural.  
The third is handicraft, which originated in the 16th century. It reached its peak in the mid-18th 
century, mainly in mining, metallurgy, shipbuilding, construction and other fields. However, 
before industry, handicraft did not occupy a large proportion. The reason why the handicraft 
industry is prosperous is because of the characteristics of certain industries. The scale of this 
industry is relatively large and requires the division of labor among many people, so there are 
a large number of workplaces, where workers gather to work [8].  
In the pre-industrial era of Britain, the above three modes of production have been coexisting. 
The so-called "old-fashioned" here refers to "workshops" and "households"; "new industrial 
system" refers to "handicrafts", because the "new industrial system" already has some 
characteristics of the modern "factory system", as shown in the figure 1 shown. The most 
important manifestation of the transition from traditional industrialization to industrialization 
is that the organizational form of industry has changed. Generally, it starts from handicraft 
industry, then changes from workshop handicraft industry, and finally enters into factory 
production.  
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Figure 1. Features of the factory system 

3. Arkwright Investment Strategy 

Arkwright also favored some small hydropower plants in the future, but in the early and mid-
18th century, the electricity required by these hydropower plants was insignificant compared 
with the real cotton mills [9]. As a result, finding a natural river suitable for a hydroelectric 
plant is very difficult, and even Cromford, at the Arkwright Hydroelectric Plant, is not as good 
as originally expected. Electricity for Arkwright's first Cromford plant came from the Bangsal 
River, a tributary of the Derwent River. Judging by the stone troughs and iron pipes here, the 
second factory in Cromford was not the same as the first. In fact, in 1776, the Bonsal River was 
running low enough to support a water wheel, and Arkwright had to find new power, which led 
to a long legal dispute between him and the local population. In fact, in 1780, part of the Trent 
River was used that way. But the Derwent River, the source of Cromford, is a narrow river valley 
that is difficult to cut off, and its currents threaten surrounding buildings. In 1785, Arkwright's 
cotton factory was destroyed, and much time and more money was spent on preventing similar 
accidents afterward. But Arkwright is good at turning what others see as a "barren place" into 
a place that can bring unlimited wealth, while also showing his foresight in site selection and 
the use of hydropower. In the future growth, Arkwright's factory can fully meet the long-term 
needs of the spinning mill, and the area where he is located, as well as other surrounding 
manufacturers, will rush to build their own factories [10]. 
In the domestic workshop, cotton weaving is carried out in the weaver's home, so no additional 
land is required, because the most expensive production tools required at that time are the 
looms and spinning machines, which are produced by ordinary made by craftsmen and weavers 
themselves. Therefore, the shortage of funds cannot be an obstacle to production. But if you 
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want to build a factory and carry out small-scale centralized production, the lack of funds is a 
big problem. Although Arkwright's fake business made his life very moist, when he got the 
technology of the loom and planned to continue to use it, he did not have enough money on 
hand to apply for a patent. But this did not stop him. In the early days of the industrial revolution, 
most manufacturers were in a dilemma of capital shortage. Partnership investment, loans, and 
continuous profit recovery were the main ways for enterprises to accumulate funds, while 
Arkwright was the Raise initial capital by investing in partnership with others. 
At the beginning, if the founding capital wanted to continue to expand, it had to continue to 
invest, but the hydropower plant had too much demand for hydropower, which led to its limited 
scale. So, during this time, the company's profit return was mainly to build more factories 
everywhere, not to expand. Arkwright was patented in 1775, and he used a series of auxiliary 
inventions to make yarns that were better and cheaper than before, which had a great impact 
on the cotton textile industry. Textile workers can buy high-quality yarn at the right price, and 
the price of cotton will drop, so more cotton is needed. The looms were faster, the wages of the 
textile workers were increased, and there were more and more textile factories. Arkwright's 
massive expansion in the years since then is shown in Table 1. 
 

Table 1. Factory capital size of Arkwright and his partners 1778-1783 Unit: GBP 
Year of establishment Factory site Workshop Machine Stock Total 

1771 CromfordUpper — — — 1500 
1777 Cromfordlower 1050 1050 1050 3150 
1778 Bakewell 1050 1050 1050 3150 
1779 Belper 1050 1050 1050 3150 
1784 Manchester 3150 1050 4200 

 
With his keen insight and mastery of funds, Arkwright easily combined a series of seemingly 
unrelated machines, attracted rich people to provide him with funds, and planned and 
reorganized them, not only in their own It plays the biggest role in the factory, and it can also 
promote and publicize in the form of selling patent rights. These individual inventions were 
obtained from others. However, planning, reorganization and application are all logical 
innovations. This innovation, in the original invention, is secondary. However, it contributed 
much more than the individual inventions, which was a huge turning point. Therefore, 
Arkwright's contribution to the growth of British industry is undeniable. Without Arkwright, 
all inventions, including hydraulic spinning, would have been slower and more difficult, or, like 
the inventor, forgotten. 

4. The Rise of the Factory System 

Factory system is a new mode of production, which is the inevitable result of industrialization. 
The modern factory system includes the use of capital, the concentration of workers, the 
division of labor, and supervision. The economic benefits of the plant are mainly reflected in 
the use of machinery that can speed up production and machinery that can drive it to run 
quickly. This is a mechanized product. A group of units with total power consisting of several 
individual components, the operation of which is operated by a group of trained workers. As 
can be seen from the definition of the factory system, the use of machinery and equipment for 
production is its center. The prerequisite for mechanical manufacturing is the advancement of 
technology. Although the modern factory system was developed from the handicraft system in 
the industrial age, the transformation from traditional handicrafts to modern factories was not 
natural, but a series of technological revolutions driven by external factors after the mid-18th 
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century, which led to the emergence of new power machinery, which laid the foundation for the 
establishment of the factory system. 
The modern factory system is the product of the growth of the British cotton textile industry. 
Technological progress has promoted the progress of production methods and created 
conditions for changing the form of production organization. In the textile industry, the most 
directly related to the emergence of the factory system is the hydro-spinning and the hydro-
loom. "Demand is the source of creation." Since the 18th century, due to the contradiction 
between supply and demand, new technologies have emerged and new products have emerged. 
In 1769, Arkwright invented a hydraulically driven spinning device by improving the multi-
spindle spinning machine, which greatly increased the power of the machine. Each hydro-
spinning machine can accommodate dozens of spindles, which greatly speeds up the spinning 
speed. However, the machine was too large to be manipulated by manpower and had to be 
driven by a water wheel, so it could only be installed on a building near the river, so that it was 
possible to build a new factory. Arkwright's success sparked a trend of replacing manual 
manufacturing with mechanical manufacturing, and modern factories are characterized by 
mechanical manufacturing. 

5. Conclusion 

In short, the emergence of the modern British factory system is the result of technological 
transformation in the era of the industrial revolution. The modern factory system is a new type 
of production method, which is a major breakthrough in the production method of the 
traditional industrial era. The establishment of the modern factory system has concentrated 
capital and labor, strengthened the division of labor, and standardized and institutionalized 
production management, thereby improving labor productivity and driving the growth of 
production and the economy. So, without the emergence of the modern factory system, there 
would be no industrial revolution. However, with the growth of an industrialized society, the 
factory system also has many disadvantages that cannot be ignored, such as long working hours, 
high labor intensity, poor working environment, frequent safety accidents, and widespread 
child labor. After the 1830s, with the emergence of the factory movement and the introduction 
of a series of factory laws, some of the previous shortcomings were gradually overcome, so that 
the growth of the factory system reached a new level. 
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