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The Baltic States, Finland, and British Economic 
Expectations in the Early 1920s 

Esa Sundb~ick, University of Turku, Finland 

Abstract. After the First World War, the Baltic states -- not Finland -- attracted 
the British as a bridge to Russian markets. The article deals with the rank of these 
states in British economic expectations. It is shown that whereas the Baltic states 
were highly prioritized, in 1920, by 1926 the British preferred Finland as a more 
trusworthy trading partner than Estonia, Latvia and Lithuania. The article thus 
shows how the rank of the Baltic states and Finland changed in British 
expectations when all of these states were seen as markets in and of themselves. 

A fter the First World War, the newly independent ex-Russian provinces 
dn the Eastern Baltic came into the focus of  British attention because 

of  German and Bolshevik activities. After the turbulent years 1918-19, 
however, Britain abandoned her active political and military interest in 
Baltic affairs. In the early 1920s her interest in that area was of  a 
commercial rather than a political nature (Max Muller 23.3.1921 to 
Curzon. BDFA, II, F, 59, 180-1. See also Hinkkanen-Lievonen British 
Trade, 112 and White British and American, 150). Seeing the Baltic states 
as a potential bridge to the Russian market prompted this economic-based 
interest in Estonia, Latvia and Lithuania, which, according to Hinkkanen- 
Lievonen, lasted until 1921 (Kirby, 370-1 and 375-6; Hovi, 50-2; 
Hinkkanen-Lievonen British Trade, 114-5, 120-4, 134-5, 148-56 and 269- 
70; White British and American, 150-1). Only in 1923 did their 
overestimation finally become apparent. Thereafter the economic attraction 
of  the Baltic states for the British was as independent national markets 
(Hinkkanen-Lievonen British Trade, 136-40, 273-4 and Bridges and 
Barriers, 435). By taking these conclusions as a starting-point, this article 
explores the image and the ranking of  the Baltic states and Finland in 
British expectations. 1 The article argues that after the collapse of  British 
high-level expectations toward the Baltic states and when Estonia, Latvia 
and Lithuania were purely seen as markets in and of  themselves, witlaout 
access to Russia, British expectations toward Finland exceeded those 
toward Estonia, Latvia and Lithuania. 

When comparing different states in terms of  British expectations, one 
point has to be noted, that is, the difficulties o f  finding sources outlining 
exactly their ranking in British economic expectations. Trade statistics do 
not necessarily show the position of  different countries in British 
expectations. For instance, in 1921, imports from Finland to the UK were 
three times bigger than from Russia, a country of  great significance in 
British expectations at the time. This fact alone hardly justifies the 
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conclusion that in British expectations Finland would have been more 
important than Russia. Therefore, research on this topic should be aimed at 
finding sources indicating more exactly the British ranking of different 
countries. As such a source, the material of the Department of Overseas 
Trade and the Export Credit Department allows drawing conclusions on the 
rank of the Baltic states and Finland in British expectations. 

The superiority of the Baltic states in British economic expectations in 
the early 1920s 

After the end of World War I, the Baltic states and Finland became 
objects of concrete British economic interest. In 1919, for instance, the 
Baltic states and Finland (together with Poland, Yugoslavia, 
Czechoslovakia and Romania) were included in the Export Credit Scheme 
(Board of Trade Council 26.8.1919. BT 198/5). The scheme was 
established to strengthen British trade to the European countries in which 
individual British traders' transactions were strained by uncertainty of 
payment. 2 However, it is misleading to speak about equal British economic 
expectations vis-fi-vis Finland and the Baltic states in terms of  motives and 
of interest• This fact can be seen, for instance, in the enquiry of an 
engineering company, Guy F. Dowding & Co. Ltd, in 1924. This enterprise 
asked the Foreign Office (hereafter FO) for advice on how to "obtain 
financial and managerial control of an engineering work in one of the 
Baltic countries bordering Russia". The aim was to take advantage of  the 
cheap local conditions, to purchase engineering equipment from England 
and, most importantly, to find a trading channel to Russia. Such an enquiry 
was not exceptional at this time. It is of  vital relevance that this firm 
assumed that Estonia, not Finland, would realize its aims (Guy F. Dowding 
& Co. Ltd. 28.7.1924 to FO. FO 371/10379: 151-3. For similar 
assumptions related to the Baltic states, see DOT 10•1.1924 to FO. FO 
371/10367: 62-74). Understanding this logic is the key to understanding 
the image and, consequently, the ranking of the Baltic states and Finland in 
British expectations in the beginning of the 1920s. 

In analyzing the assumptions of  Dowding & Co., we have to note that 
after the First World War, except for British timber traders, there is no 
indication of a general tendency amongst British firms or bureaucrats to 

• 3 see Finland as offering a gateway to Russia. There were very few cases 
found from the Foreign Office or the Board of Trade correspondence in 
which a British firm would have planned to obtain profits from Russia by 
operating in Finland. Beyond the British timber merchants who hoped to 
import Russian timber via Finland, the only case of a British firm planning 
to make profits from Russia by operating in Finland was the British 
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Electric Traction Company's interest in the Imatra falls in 1921. This 
company was a shareholder in a Swiss-Russian-British company 
established to exploit Finnish water-power for use in Petrograd (Clearing 
Office 5.8.1921 to FO. FO 371/6776: 98-9). The lack of the Russia 
connection in general British economic consideration of Finland explains 
the superiority of the Baltic states in British expectations in the early 
1920s. The cause for different British assumptions that related to these 
states' different connections with Russia can be found in Britain's (and 
generally the other European countries') prewar economic experiences of 
these countries. In this respect, the prewar period signified two important 
factors: the different positions of the Grand Duchy of Finland and the 
Baltic Provinces in Russia's trade with the West and, on the other hand, 
their different industrial development after the 1880s. 

Before 1914 one-third of Russia's foreign trade and 75% of Anglo- 
Russian trade had gone through the ports of Riga, Libau and Tallinn 
(Latvian Legation, memorandum: "The Present state of Latvia's railways 
and the views for the future" 10.11.1920. FO 511/9; see also Intelligence 
Department of the Admiralty, "Memorandum on the Russian Empire and 
the Sea" 20.2.1919. FO 371/4356: 369-40; for the significance of the Baltic 
ports, see Attman, passim; Kirby, 362-3 and Tarulis, 45). In 1913 Riga 
handled 18.4% of  Russian exports and 15.6% of Russian imports (Latvian 
Legation, memorandum: "The Present state of Latvia's railways and the 
views for the future" 10.11.1920. FO 511/9). Correspondingly, Russia's 
foreign trade transported via Finland was negligible compared with that 
running through the ports of the Baltic Provinces. This was due to the fact 
that the ice conditions prevented year-round traffic from Finnish ports. 
Between 1897 and 1913 the transportation of foreign goods via Finland to 
Russia consisted of only 5-10% of the total quantity of imports from 
Finland to Russia. There is data on Finnish foreign trade from various 
periods starting with 1856, but it is possible to find data on the transit trade 
through Finland only after 1891. In that year, the transportation of foreign 
goods to Russia via Finland consisted of only 1600 tons. During 
1894-1903, 4000-6000 tons of goods were transported via Hanko. At its 
height, the transit trade via Finland to Russia amounted to nearly 20,000 
tons in 1913. Correspondingly, the transportation of goods from Russia via 
Finland was smaller than the opposite movement of goods: only 200-300 
tons annually at the turn of the century (for the transit trade through the 
Grand Duchy of Finland, see Harmaja Effects of the War, 53 and Pihkala, 
237-40). In consequence of this historical experience, Estonia, Latvia and 
Lithuania came to British economic notice primarily as a bridge to the 
Russian markets (White Gateway to Russia, 48). 
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The difference in the industrial development of the prewar Baltic 
Provinces and the Grand Duchy of Finland was another factor shaping 
British post-war assumptions conceming Finland and the Baltic states. The 
size and volume of industry and the way in which the industries of these 
provinces had been interlinked with Russia are particularly important for 
this discussion. 

The big engineering and textile centres like the Kreenholm cotton mills 
near Narva, the textile factories of Riga, or the Tallinn metalwork factories 
and dockyards were established along the railway lines connecting the 
Baltic ports with the Russian hinterland. These factories had imported their 
raw materials from Russia or abroad, and they had exported their 
manufactured goods to the enormous market of Imperial Russia. Although 
St. Petersburg formed the real hub of Russia's industrialization, Estonia 
and Latvia (see Kahk and Tarvel, 102), then under Russian rule, had also 
developed into big industrial centres (Blackwell, 68-9; Kahk and Tarvel, 
101; K66rna, 264-7 and Siilivask, 230-3). 

The industrial level of the prewar Baltic Provinces differed from that of 
the Grand Duchy of Finland. Finnish paper, engineering and textile 
industries began to develop in the 1850s and 1860s precisely because the 
profitable customs regulations accorded privileges to Finnish products in 
Russia (Myllyntaus Gatecrashing Apprentice, 27-30). Finland formed a 
semi-autonomous customs area with its own schedule of tariffs, and a kind 
of customs union between Russia and the Grand Duchy prevailed. Russian 
imports to Finland were duty-free except for some highly-taxed luxury 
goods. Correspondingly, Finland had her own customs barrier against 
imports from other markets. Finnish exports of raw materials to Russia 
were duty-free, and other products with certificates of Finnish origin were 
duty-free or with lower tariffs than those imported into Russia from other 
countries (Pihkala, 10-2 and Schybergson, 120-33). 

A change in these arrangements then took place in the 1880s. Russia's 
custom policy was changed and, consequently, Finnish engineering and 
textile industries lost their profitable positions in Russian markets. Only the 
paper industry could preserve its privilege and develop into a large-scale 
industry by Finnish standards because Imperial Russia could not produce 
enough paper for its growing demand; thus Finnish paper companies were 
given an exceptional position for exporting their products to Russia, 
compared to the previous situation. However, after the 1880s, the position 
of the Finnish engineering and textile industries was different. When 
Russia developed her own industries, the Finnish engineering industry 
could neither compete in Russia nor expand into large-scale enterprises, as 
happened in the Baltic Provinces. This occurred because the Russian plants 
had a better supply of raw materials than the Finnish factories and because 
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after 1885 Russia protected these branches of industry against imports from 
the Grand Duchy of Finland. During the last decades of the nineteenth 
century, Finnish engineering and textile industries withered to small-scale 
home market industries (Harmaja Tullipolitiikan vaikutus, 210-1 and 
Pihkala, 99 and 118). The demand of the Finnish population living mainly 
in a self-sufficienct economy was not enough to create the conditions for 
the development of Finnish enterprises, i.e., in building large factories 
equal to those in the Baltic Provinces, see Harmaja Tullipolitiikan vaikutus, 
81-7, 108-15, 125-8, 210-1; Herranen and Myllyntaus, 132-4; Hjerppe 
Suurimmat yritykset, 34-5; Myllyntaus Finnish Industry, 40-3, 48-52 and 
Pihkala, 78-90, 94-9, 112-26). In the latter case, the development went 
differently. Being inside Russia's custom barrier (against Western Europe), 
the engineering and textile industries of the Baltic Provinces could take full 
advantage of Russian markets. The big demand of Russian markets 
benefited the industry of these provinces so much so that it has been seen 
as the sole factor behind the establishment of the large-scale industry in 
Estonia (K66rna, 263-7). Consequently, seen from the viewpoint of British 
post-war interest in the new states of the Eastern Baltic, the economic 
development of the late nineteenth century resulted in the fact that in 
Finland those markets and fields of industry that were generally attractive 
to Britain, i.e., engineering and textiles, appeared to the British as relatively 
small home markets in Finland without a link to Russia. In the case of the 
Baltic states, in contrast, the same markets and fields of industry emerged 
in British views as closely interlinked with Russia. 

In explaining the British approach taking for granted the Baltic states 
but not Finland as a gateway to Russia, we should also explore how 
foreigners had generally been involved with the Grand Duchy of Finland 
and the Baltic Provinces before 1914. This consideration is bolstered by the 
fact that in the case of the Baltic states research has pointed out the legacy 
of British and German pre-war experiences as a factor shaping these states' 
expectations toward Estonia, Latvia and Lithuania (Hinkkanen-Lievonen 
British Trade, 115 and Hiden, 100). Seeing the changes of the 1880s from 
another viewpoint, it is worth noting that the change in Finnish-Russian 
customs regulations not only excluded Finnish industry from Russian 
markets, but, as a result, influenced foreigners' prospects for profit-making 
in the Grand Duchy of Finland. 

Before 1885, during the customs union between Finland and Russia, 
few foreign enterprises had established their production in Finland with the 
intention of taking advantage of Finnish customs duties. This was caused 
by the fact that the Russian Government did not want foreign enterprises to 
take advantage of Finnish customs privileges, and the Finnish Senate, 
following Russian Government opinion, did not particularly encourage 



312 ESA SUNDBACK 

foreign investments in Finland in setting up barriers to foreign economic 
activity. (Hjerppe and Ahvenainen, 287 and Myllyntaus Gatecrashing 
Apprentice, 84, 110-1). Therefore, except for Norwegian and Swedish 
investments in Finnish sawmills and Finnish state loans from Russia and 
abroad for the construction of  railways, foreign investments were not 
crucial to the industrialisation of Finland. 4 

The rise in customs duties for Finnish exports to Russia in 1885 and 
1887 was significant for foreign interest in Finland. Now, being unable to 
penetrate the Russian markets through Finland, the foreign enterprises 
reduced even more their intentions to locate production facilities in 
Finland. 5 Seen from the foreign viewpoint, prewar Finland offered little 
opportunity, both before and after the 1880s, to penetrate the extensive 
Russian markets, resulting in modest foreign investment and generally low 
interest in the Grand Duchy of Finland (Hjerppe and Ahvenainen, 287 and 
Myllyntaus Finnish Industry, 110-1 and 59). In the Baltic Provinces, in 
contrast to what happened in Finland, foreign investment and interest 
generally played a decisive role already in the prewar period. The factories 
of these provinces were established in many cases either with the money of 
Russian monopolistic associations, or with Russian and foreign enterprises 
and banks together with French, German, and British capital (K66rna, 268- 
72; Siilivask, 232 and Johanssen, 254). The pre-war international interest 
in the Baltic Provinces set an example for the British in seeing the newly- 
independent Baltic states in a similar to the way in which the British, 
French and the Germans had been used to seeing the pre-war Baltic 
Provinces, that is, as a means making profit in the Russian markets by 
investing in the plants of the area. Due to the different economic 
development of the Grand Duchy of Finland, the British did not have a 
similar idea related to newly-independent Finland. 

The factors mentioned above provide background to the British taken- 
for-granted view in the early 1920s of seeing the Baltic states but not 
Finland as a gateway to Russia. More significantly, the way in which the 
mutual rank of the Baltic states and Finland appeared to the firm of  our 
earlier example, Dowding & Co., was shared by British collective thinking. 
This fact can be illuminated, for instance, in the way the Department of 
Overseas Trade (hereafter DOT) determined the content, form and length 
of its Annual Reports in 1920. The department gave detailed 
recommendations on the number of words suitable for each particular 
country, and it was the DOT's own evaluation of the significance of each 
country that ordered this word length. 6 In the case of the Baltic states, the 
word-length was estimated at 10,000 words, and for Finland 7500 words. 
The clearly stated logic to rank Finland and the Baltic states in different 
categories is more important than the marginal difference between the 
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figures. This high-rank assessment of Estonia, Latvia and Lithuania can be 
explained by the gateway role the Baltic states had in Lloyd George's new 
Russian policy, i.e., to come to terms with the Bolsheviks in order to open 
the Russian market to Britain (see Ullman, 11-19 and White British and 
American, 38, 68, 110-1, 115-21 and 130-1). The assessment shows also 
that British expectations of the Baltic states were exceptionally high if 
compared to British attitudes toward the new Eastem European countries 
(DOT, "Memorandum regarding Annual Reports~ Economic Reports and 
Consular Trade Reports 30.12.1920. FO 511/12). 

British commercial  valuation of  the Baltic states and Finland in 1926 

As compared to the DOT's ranking in 1920, the British saw Finland 
and the Baltic states differently by the mid-1920s. This can be seen, for 
instance, in the way in which the Export Credit Department evaluated these 
countries in 1926. Formulating rates for countries representing high and 
low risks for British traders, the Export Credit Department classified 
Finland and each of  the Baltic states in two different categories. Whereas 
Finland was put in the rank of  the rate of  4% premium per annum, Latvia 
was categorised in the class of 6-7% and both Estonia and Lithuania in the 
class of 8%. As the reasoning of the Department went, the rates for the 
most risky countries should be maintained at a high level because trade 
with these countries was speculative, s We can conclude that, as measured 
by the trustworthiness of these countries and the value of  their currencies, 
Finland exceeded the Baltic states in the Department's prioritization, a 
feature contradicting earlier British valuation in 1920. 

In 1926, Finland and the Baltic states were ranked in two different 
categories, not only in the classification of the Export Credit Department, 
but among British firms as well. For instance, the Managing Director of  the 
Becos Traders stated in 1926 that Finland was "probably in a more 
satisfactory financial condition than any of the other countries" [Estonia 
and Latvia] and continued: "her industries were firmly established and 
showed every sign of doing well". 9 The characterization by the Becos 
Traders and the classification by the Export Credit Department justify the 
question of why the mutual position of the Baltic states and Finland had 
reversed in British thinking. 

To begin with, after the years 1919-1920 new factors began to 
influence the economic images of  Finland and the Baltic states as they 
appeared to the British. These factors can be formulated as follows. 
Finland still existed, in British commercial thinking, as a market area in 
itself without access to Russia, but the content and scale of British 
expectations toward this country became greater. Importantly, this process 
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of change occurred simultaneously with the collapse of British gateway 
expectations related to the Baltic states. 

In his Annual Report for 1921, Ernest Rennie, British Minister in 
Finland, paid attention to this country based on her property and size of 
population. The latter factor gave reason to envisage that "her importance 
viewed from an East European standpoint seems to be in excess of  what 
she would be entitled to be regarded as an individual state" ("Annual 
Report on Finland, 1921", Rennie [Helsinki] 14.2.1922 to Curzon. BDFA, 
2, A, 5, 368-89). Similarly, George Ogilvie-Forbes, a clerk of the FO's 
Northern Department when working in Helsinki, considered Finland very 
highly in October 1922: "while nearly all the countries of  Europe are 
groaning in grave financial and economic embarrassments", he started and 
turned his attention to a "brilliant exception, namely, the present 
prosperous condition of  Finland" (Ogilvie-Forbes [Helsinki] 28.10.1922 to 
Curzon. FO 371/8103:235-39). Correspondingly, in his Annual Report for 
1922, Cecil Mackie, commercial consul in Helsinki, praised the fact that, 
although the financial and economic situation in most European countries 
continued to be unsettled, Finland had been able to show remarkable 
recovery ("Report on the Economic, Financial, and Industrial Conditions of 
Finland for 1922", Rennie [Helsinki] 24.3.1923 to Curzon. FO 511/33). 
Further, President Kylsant, when opening the Anglo-Finnish section in the 
London Chamber of Commerce, maintained that "of the countries of  
Europe, ... Finland could boast of  one of the most stable exchange [rates]." 
(minute of  Anglo-Finnish section 10.12.1923. Archive of  the London 
Chamber of Commerce Ms 16,529/1. Guildhall Library). A new feature in 
all these characterisations so far, Finland was considered exceptionally 
promising for British trade, now on a European scale. The use of such a 
new argument, especially when connected to Finland, is of  vital 
importance. It reflected, firstly, the fact that the attraction of Finland had 
increased compared to what it had been before and, secondly, it exposed 
some of  the factors that contributed to new kinds of British economic 
interests in Finland. What were these factors? 

In 1921 the British were faced with a sharp decline of  the economy. 
The postwar boom with high prices and cost of production ended in April 
1920 when the prices of raw materials fell. Consequently, British 
merchants had to sell their goods at a high price to unwilling buyers, who 
either cancelled or postponed their orders in waiting for a decrease in the 
prices of manufactured goods. The depreciated purchasing power of most 
foreign countries made them unable to buy British goods. This was, 
according to the Board of Trade's emphasis in September 1921, "the 
fundamental cause of  the slackness of British export trade at present" (BT, 
memorandum "'Trade in relation to Unemployment "' 26.9.1921. Minutes of  
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the BT council 9.8.1921. BT 198/9 and Meeting of the Provisional 
Advisory Council 16.2.1921. BT 197/1; see also Medlicott, 91-3 and 
Hinkkanen-Lievonen British Trade, 127). 

The British saw in 1921 that their trade with Germany offered only 
restricted markets as contrary to previous expectations, a fact that worsened 
the situation. Worst of all, German trade exceeded that of Britain in many 
foreign markets in the same year (BT, memorandum "Germany as a 
possible aid for the sale of British Manufacturers" 9.2.1921. BT 90/17: 
paper 55). Therefore, it was not only Britain's postwar stagnation, but the 
discovery of Germany as a dangerous rival in many foreign markets that 
made the British stimulate their exports into foreign markets. The alarming 
analysis of British foreign trade together with the observation that the 
British Export Credit Scheme did not fulfill the expectations laid on it (see 
minute by O'Malley 23.6.I921. DBFP, XXVIII, 57-62 and minute by 
Maxse 20.7.1921. FO 371/6776:5-9), created the circumstances in which 
the rapid recovery, a priori, of countries like Finland gained emphasis in 
British thinking. In the case of Finland, this tendency came out, in 
1921-1922, as a notion of Finland as a country offering exceptional 
prospects for British trade. The British paid, simultaneously with the 
worsening of the British depression in 1921-1922 (for the economic slump, 
see Medlicott, 93, 148-9 and 220-3) increasing attention to the first signs of 
improvement in the Finnish economy, that is, the gradual improvement of 
the Finnish Mark l° and the favourable trade balance reached by Finland in 
1922 (Rennie [Helsinki] 24.3.1923 to FO. FO 511/33). 

The raised British expectations of Finland have to be seen against the 
background of British contemporary views of Estonia, Latvia and 
Lithuania. After the far-reaching expectations of 1920, already in 1922 the 
FO informed British firms that they would go to the Baltic states at their 
own risk (minute by Warner 23.10.1922. British Baltic Development Co. 
20.11.1922 to FO. FO 371/8072:157-60). The formal reason for this 
position was the lack of commercial treaties with the Baltic states 
(Hinkkanen-Lievonen British Trade, 204). Seen from this viewpoint, it is 
interesting that neither the FO nor the BT gave similar advice in terms of 
Finland, although Britain did not have a commercial treaty with Finland at 
this time. Finally, the discovery of the closure of the Russian market forced 
the FO to discourage British firms (Wilton [Riga] 11.5.1922 to Curzon. FO 
371/8067:109-50; Wilton [Riga] 8.3.1922 to FO. FO 371/8063:216-8). By 
1923 British expectations toward the Baltic states proved to be unrealistic 
in terms of what they had been in 1920. In 1923, the FO had no optimistic 
hopes for these states, which were characterized as "not very interesting 
young states".ll Although the Baltic states were considered to possess the 
elements of stability (minute by Carr 13.5.1923 to Vaughan's "Annual 
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Report of the Baltic states 1923". FO 371 / 10378:200-40), the stagnation in 
their business, the enormous falling off in the transit trade with Russia, 12 
the supremacy of German trade in these countries, the unsatisfactory state 
of their finances together with the hindrances created by them against 
British trading, were all factors that ruined the far-reaching British 
expectations (Hinkkanen-Lievonen British Trade, 134-40, 143-7 and 187- 
203). 

When comparing British commercial expectations vis-a-vis the Baltic 
states and Finland, it should be noted that at the outset, British expectations 
toward them were based on different motives. However, the collapse of 
British transit trade expectations related to the Baltic states and the fact that 
after that the attraction of these states existed, in British expectations, as 
internal home markets in and of themselves without the attraction of 
Russia, is important. After that one could argue that Britain viewed both 
Finland and the Baltic states from the same kind of perspective. This 
process played a key role in changing Finland's and the Baltic states' 
respective significance in British expectations. In the circumstances of 
Britain's parallel standpoints toward Finland and the Baltic states, it is 
important that in the Baltic states those signs of economic recovery which 
had underlined the British conception of Finland already in 1921-22, were 
realized later. One indication of the disproportionate economic 
development in Finland and the Baltic states was the fact that national 
currencies were established during the period of independence, whereas in 
Finland it had already in the 1860s. By 1923, Lithuania was the only one of 
the three Baltic states who could balance her budget. However, the 
significance of Lithuania, in this sense, was relative because this country 
was considered the weakest of the three Baltic states. 13 Estonia could 
balance her foreign trade only as late as 1926 ("Estonia. Economic 
Conditions in 1925 and 1926", Board of Trade Journal, vol. CXVIII, no. 
1592, June 1927). It was this disproportionate economic recovery of these 
states that resulted in the fact that when seen as purely national markets in 
and of themselves without a connection to Russia, the British started to see 
differently the mutual economic attraction of Finland and the Baltic states. 

After the first years of the 1920s, the distinction between Finland and 
the Baltic states became visible not only in British abstract expectations, 
but on a concrete level, that is, in trade statistics and in British arms sales. 
Britain exported to the Baltic states each year a decreasing number of 
goods compared to her exports to Finland, except to Estonia in 1921. For 
instance, in 1922 the British export of manufactured products to Estonia 
was 37.3%, to Latvia 40.4% and to Lithuania 4.1% of the total amount of 
British exports to Finland in the same year. Finally, in 1927 British exports 
to Estonia totaled 20.7%, exports to Latvia totaled 35.5% and to Lithuania 
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7.2% of exports to Finland. 14 The British policy of sending military 
missions made visible, in 1924-25, the distinction in British consideration 
of Finland's property and, on the other hand, that of Estonia and Lithuania. 
Major-General Walter Kirke's mission to Finland, which was especially 
sent to safeguard a share of the Finnish Naval program for Britain, 
managed to obtain orders from Finland (Salmon, 225-6). In the cases of 
Estonia and Lithuania, similar missions were not realised because of the 
bad economic situation of these states (Stoker, 128, 176 and 178). 

There is a variety of reasons for the increase in British exports to 
Finland and the corresponding decrease in exports to the Baltic states. 
After the beginning of the 1920s, the transit trade to Russia via the Baltic 
states did not function, which after a while diminished British efforts to 
export to these border states. Furthermore, the low purchasing power of the 
Baltic states compared to Finland became visible in the diminution of 
British exports to the Baltic states when these states used an increasing 
amount of their small resources to buy cheaper German goods instead of 
British ones. 

Finally, it has to be remembered that British imports from Finland were 
distinguished from her imports from the Baltic states in one particular 
sense. This factor was the construction of Anglo-Finnish trade. The 
collapse of Russian timber exports (it was estimated that between 
1921-1924 her production was only one-fourth of her prewar production) 
and the fact that Canadian exports were mainly directed to the U.S., gave 
space for the rapid increase of timber exports from the ex-Russian border 
states in the Baltic. In the case of Finland, this resulted in the foreign 
exports of Finland consisting mainly of timber exports especially directed 
to Britain. Timber exports to Britain amounted to 36-44% of the total 
volume of Finnish timber exports in the early 1920s. 15 The remarkable 
one-sidedness of the Finnish exports and the fact that Britain imported the 
major share of main Finnish export articles stimulated British expectations 
to increase their (corresponding) exports to Finland. This was the factor 
significantly strengthening the British vision of Finland as a country having 
more prospects for expanding British exports than the British trade 
statistics showed (Mead, 119. See also DOT 7.3.1921 to Kidston. FO 
511/16). When this is viewed in light of the fact that British imports from 
Finland were 2-3 times bigger than those from Latvia, the best importer to 
Britain from the group of the three Baltic states in the early 1920s, 16 it 
becomes clear as the last reason why, in spite of the high estimation of 
Estonia, Latvia and Lithuania in 1920, Finland exceeded these states in 
British economic expectations in the mid-1920s. 
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Notes 

1. The article has been excerpted from the author's doctoral dissertation, "Finland in 
British Baltic Policy. British political and economic interest regarding Finland in the 
Aftermath of the First World War, 1918-1925." Finnish Academy of Science and 
Letters, Humaniora 315. Helsinki 2001. 

2. For the Export Credit Scheme, see FO circular letter 6.9.1919. FO 511/12; note on 
President of the Board of Trade (A. Geddes) "Overseas Trade (Insurance against 
unnormal risks) bill" 28.6.1919. CAB 24/82. GT-7580, Public Record Office; Board of  
Trade (hereafter BT) memorandum, "Export Credits. Extended facilities under scheme 
as amended, November 1921". BT 20.10.1921 to the FO. FO 511/16. 

3. After the outbreak of the World War, Finland was a transit country for Allied 
transportation to Russia. Although Scandinavia and Finland were not essential for the 
Russian war effort, the cargoes transported via this region made Finland known as a 
possible trade route to Russia. Accordingly, some British merchants traded with Russia 
through Finland, and in many cases these cargoes were halted in Finland during the 
Finnish Civil War. These discouraging experiences meant that in the FO 
correspondence only one single British tradesman considered Finland, in early 1918, as 
having some significance as a possible route for British trade to Russia. However, we 
must doubt how far these ideas had spread amongst British traders as a group. More 
obviously, British timber merchants who were connected with Finland form an 
exception to the general ignorance of Finland. At least in 1920, the idea was presented 
that after the normalization of circumstances, Finland would be in an excellent position 
for drawing large quantities of timber from Russia. See Kelly Trading Company Ltd 
27.2.1918 to Robert Cecil. FO 371/3287:144-6 and 151-6. For conclusions based on 
this same firm, compare White British and American, 42 and 143-4, note 3. For the 
expectations of timber traders, see A.B. Raper 4.8.1920 to Cecil Harmsworth. FO 
371/4090/210720; for Anglo-Lithuanian timber trade generally, see Hinkkanen- 
Lievonen British Trade, 172-8; for cargoes transported via Scandinavia and Finland, 
see Lyytinen, 69-70. 

4. The required capital for Finnish industrialization was collected from private trade 
companies, traders, investments of landowners or the credits of the state. Hjerppe 
Suurimmat yritykset, 116; Hjerppe and Ahvenainen, 287-9; Kuuster~i, 155-8 and 
Myllyntaus Finnish Industry, 31-7. 

5. Due to the lack of a British example, we have to be satisfied with a Swedish example. 
The Swedish family enterprise Wicander had started the production of cork stoppers in 
Sweden in 1868. Three years later it moved its production to Finland with a view to 
produce for the northwest Russian market. At that time Finland provided optional tariff 
conditions for competition inside Russia. The raw material passed into Finland, and 
Finnish cork stoppers went into Russia free of duty, while changes were levied on all 
other importation of cork stoppers and its raw material into Russia. However, in 1888 
the Russian-Finnish tariff regulation was changed, eliminating the advantage of 
producing in Finland for the Russian market. In this situation, the firm transferred its 
production to Libau in the Baltic Provinces in 1886-1887. The firm prospered, and on 
the eve of the World War Wicander controlled about 50% of the Russian market for 
various cork products. For this firm, see Johanssen, 247-9. 

6. As the DOT put it, "this schedule has been drawn up in order to show, by scale, the 
relative importance which the various countries seem to have acquired, as at the 
present time and taming all circumstances into account, in the yeas of the reader for 
whose information (of) the reports are intended". DOT, "Memorandum regarding 
Annual Reports, Economic Reports and Consular Trade Reports" 30.12.1920. FO 
511/12. 
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7. The figure for France and Germany was 40,000 words, Sweden 15,000, for Romania, 
Czechoslovakia and Poland 7,500. 

8. The basis of the rank was to "formulate rates for each countries, and in so doing we 
have had regard to the general conditions which affect the stability of credit and the 
risks on commercial bills in each of the respective countries." Further, the Export 
Credit Department considered that "the rates for the most risky countries should be 
maintained at a high figure for the reason that trade with these countries is speculative 
and generally yields a margin of profit which can bear an appropriate premium for 
insurance. Dealing with the other extreme, we [the Export Credit Department] consider 
that the rates on the best countries should, having regard to the value of money in those 
countries, be lowered." Based on these criterions the Department formulated the best 
rate (3%) for countries like Australia, the USA, France, Canada and Germany. Export 
Credit Guarantee Department, "First Report of the Meeting of the Sub-committee 
appointed to consider Premium Rate" 17.11.1926. ECG 1/8. 

9. This statement has to be taken as an expression of the general mutual significance of 
Finland and the Baltic states for Britain more than representing the prospects of the 
Becos Traders in this country. The report mentioned later the harsh competition in the 
Finnish market. Managing Director's report in the general meeting of the shareholders, 
27.10.1926. Notes in the possession of Merja-Liisa Hinkkanen. 

10. The strengthening of Finnish mark in 1921-1922 has to be seen as a remarkable 
improvement after the devastation starting in 1919. After the First World War the 
Finnish demand for imports caused a negative trade balance and, consequently, it 
influenced generally the decrease of the Finnish mark. Due to the dissolution of 
restrictions in the fiscal policy and the fluctuation of the Finnish mark after that, the 
rate started to weaken in 1919. However, from 1921 onwards there seemed to be 
prospects for improvement. This meant that the annual fluctuation was in 1921 
between 108 and 310, and in 1922 between 175 and 237. In 1913 the rate had been 21 
FIM to pound sterling. Mackie (Helsinki) 12.2.1921 to Curzon. FO 371/6770:10-22; 
"Finland: Annual Report 1922". Rennie 20.1.1923 to Curzon. DBFA, II, F, 59, 344-63; 
Rennie 24.3.1923 to the FO. FO 511/33. For Finnish fiscal policy, see Harmaja Effects 
of the War, 54-7. and Tudeer, 110-1,146-8. 

11. This was the attitude of the Prime Minister, not the FO. However, it was not far from 
the views of the FO. In the following year Gregory characterized the Baltic states as " a  
helpless outpost of Western Europe". Minute by G. Mounsey (private secretary of the 
Prime Minister) 12.5.1924 to Vaughan's "Annual Report of the Baltic states 1923". FO 
371/10378:200-240; minute by Gregory 2.12.1924. FO 371/10371:23-4; see also a 
private letter by Sir Herbert Gough 28.10.1924 to Gregory. FO 371/10373:41-6; for 
British previous suspects on the Baltic states' economic breakdown, see Tallents 
(Riga) 13.8.1920 to Curzon. DBFP, First ser., XI, 484-6. 

12. In 1924 British trade with Russia amounted only to 40% of the prewar exports and 
accounted only to 2% of British total exports. As related to British huge expectations 
on Russian trade, the above figures have been seen as indicating the failure of British 
gateway expectations. See Hinkkanen-Lievonen British Trade, 133 and White British 
and American, 215-6. 

13. "Annual Report, the Baltic states 1923". Vaughan (Riga) 29.2.1924 to the FO. FO 
371/10376:150-92. There were numerous reasons for this assessment. Firstly, what 
strained the general reliability of Lithuania was a possible conflict not only with 
Russia, but with Poland. Secondly, in the beginning of the 1920s this country did not 
have access to the sea. Her factories and agricultural infrastructure were ruined by 
Russian, German, Bolshevik and Polish occupation. In addition, the use of two 
different currencies, Ostmarks and Ost roubles, up to the year 1922, lowered the 
reliability of the country. See "Economic Report on Lithuania for the year 1920". W.L. 
Btennerhassett (Kovno) 23.3.1921 to the DOT. DBFA, II, F, 59, 181-7. 
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For the figures of the year 1922, see Annual Statements 1922. I, 152-3, 162-3, 174-5. 
In 1927 Britain export to Finland amounted to 3,234,010 pounds meanwhile to Estonia 
the figure was 671,834, to Latvia 1,150,565 and to Lithuania 234,865. Annual 
Statements 1927, I, 156-7, 166-7 and 172-3. 

15. In 1920, 44% of the whole product of Finnish timber was shipped to Great Britain. In 
the following years the figures were as follows: in 1921, 36%, in 1922, 40%, in 1923, 
42% and 1924, 42%. Seen from the other side, Finnish timber formed a noteworthy 
share in Britain's total imports. In 1920 the Finnish import amounted to 27% of the 
total British import of timber. In 1924 the corresponding amount was 24%, in 1925, 
26% and in 1927, 28%. Ahvenainen, 324, 328, 330. 

16. Imports from Finland to Britain (in pounds) were 3.4 bigger than from Latvia in 1921, 
in 1922 the proportion was 2.3, 1923, 2.1 and 1925, 2.5. See Annual Statements 1922, 
I, 152-3, 162-3, 174-5; Annual Statements 1928, I, 156-7, 166-7 and 172-3. 
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