
ABSTRACT

This article examines the use of the concept of competition by three
Finnish cartels in the period between the two world wars. Cartels
were designed to restrict the scope of competition in the economy
by controlling it. Their existence rested on the concept of competi-
tion, underscoring the importance of defining their relationship with
it. A distinctive vocabulary of competition evolved within cartels as
part of an anti-competitive discourse reflecting the view that com-
petition was fundamentally detrimental. First, competition was seen
as a threat comparable to a disease, an idea reflected in value judg-
ments branding it as “destructive”, “depressive”, “unhealthy” or “in-
sane”. But the cartels also employed moral judgements to legitimize
cooperation, not justifying their position primarily on the basis of ra-
tional arguments, but stressing the “fairness” of excluding competi-
tors from the market. The anti-competitive discourse was employed
as a tool of the cartels’ strategy to attain two objectives: first, to re-
strict competition in the domestic market and, eventually, to secure
their own existence by legitimizing their monopolistic nature.

1. Introduction

Although the concept of competition has always been central
to economic thinking, economic agents have generally accepted it
as a given and historically have had, at least tacitly, to take com-
petition and its implications into account. It could be argued that
competition is not only a natural and objective concept of econom-
ics (or other academic fields), but also a subjectively determined
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notion whose meaning depends on the historical context in which it
is used. It is a commonly recurring concept whose object, breadth
and impact have been defined over and over again in innumerable
everyday situations. Medieval merchants, early industrialists in the
nineteenth century and, later, antitrust legislators, for example,
viewed competition differently.

Nor has the concept of competition remained unchanged in ac-
ademic circles. For Smith, competition was much like a race, which
explains why a reduced supply of a good led to a higher price: com-
petition would immediately begin among buyers, who would bid
up the price. The first precise analytical treatment of competition be-
tween producers was provided by Cournot (1838), who showed that
“the result of competition is to reduce price.” In nineteenth-century
mathematical economics literature, two contrasting views of com-
petition prevailed, associated respectively with peace and war. In
one view, competition is, independently of market structure, char-
acterized by the peaceful price-taking conduct of consumers and
producers, while in the other it is cast as an aggressive strategic in-
teraction between producers. Later, Kirzner emphasized the role of
entrepreneurial rivalry in competition, rivalry that is non-existent in
a perfectly competitive equilibrium. Demsetz has proposed a con-
cept of laissez-faire competition, in which freedom to move re-
sources into any use is the linchpin.1

More recently, competition policy questions have become in-
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1 Dos Santos Ferreira (2012, pp. 854-860); Ekelund and Hébert (2007, pp. 524-525); Stigler
(2008, pp. 55-56); Vickers (1995, pp. 3-5). The concept of competition has been surpris-
ingly difficult to pin down. Stigler (2008, p. 51) defines competition as a rivalry between
individuals (or groups or nations), which arises whenever two or more parties strive
for something that all cannot obtain. This is of course a very loosely drawn definition,
encompassing all sorts of forms, instruments, objects as well as types of rivalry. Com-
petition is widely deemed to be important for productive efficiency. One natural idea
is that competitive pressure makes organizations internally more efficient by enhancing
incentives to avoid sloth and slack. Another is that competition causes efficient organ-
izations to prosper at the expense of inefficient ones, and that this selection process is
beneficial for aggregate efficiency. A third is that competition to innovate is the major
source of gains in productive efficiency over time. Vickers (1995, p. 1). See also Case
(2008, p. vii).
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creasingly important, once again underscoring the central role of
competition in economic theory. In antitrust economics, competition
is generally seen as a public good that can be fostered by antitrust
laws designed to maintain certain basic rules.2 The historical devel-
opment of the concept of competition in economics as its compass
has broadened is beyond the scope of this article. However, the con-
cept has expanded, as the logic of competition has gradually en-
veloped more and more functions in society. Today, the debate about
competition is no longer restricted to economics. Cerny coined the
concept of “competition state” to describe a process whereby con-
temporary states shift the focus of their attention to activities in-
tended to ensure their international competitiveness in global
markets. The present-day state was forced to act increasingly like a
market player that shapes its policies to promote, control and max-
imize returns from market forces in an international setting, concep-
tualized by Cerny as a shift “from the welfare state to the
competition state”.3

To understand the use of the concept of competition in economic
history, cartels are an illuminating case in point. They aimed if not
to totally eliminate competition, then at least to restrict the scope of
competition in the economy by controlling it. As Fear pointed out,
one of the main misconceptions about cartels is that they halt com-
petition and innovation. Instead, they reshape the rules of the game
on which competition rests. A case could be made that the very ex-
istence of cartels was fundamentally based on the concept of com-
petition, stressing the importance of defining their relationship with
competition. The way cartels see competition may even affect their
success. Van Driel suggests that the executives’ views about the
proper kind of competition determine, along with their group iden-
tification, mutual trust and social relations, whether or not a sus-
tained collusion is actually realized.4
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2 Buccirossi (2008, p. xiii); Whinston (2006, p. 1).
3 Cerny (1990, p. 220). See also Fougner (2006, pp. 166-167).
4 Driel (2000, p. 402); Fear (2008, p. 269).
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Cartels raise important questions regarding the risks and bene-
fits of competition. Studies of historical cartels have devoted sur-
prisingly little attention to competition, concentrating instead on the
role of cartels in restraining production and raising prices. Research
has focused on how cartels are formed, how they restrain production
and raise prices, whether price-fixing agreements affect economic
outcomes, and similar questions. The discussion of cheating and its
prevention particularly dominates the theoretical literature. Several
studies have sought to explain why collusive agreements risk being
undermined by secret price cuts or other forms of opportunism, or
why, in some cases, there have been cartels that have had success in
solving the “cartel problem”.5

This article examines cartels from a very different angle, namely
the use of the concept of competition in their business strategy. It
shares the basic idea of discourse analysis that language is central
in shaping and creating meaning systems that dominate how we de-
fine our world. Cartel members and other economic agents in the
past have not been powerless subjects of the forces of competition,
but they have themselves aspired to determine how competition af-
fects their activities. More importantly, they may have used the con-
cept of competition as a tool to advance their agenda, for example,
to limit competition’s impact on business. Language does not de-
velop in isolation, but in specific social contexts between people.
Competition should be treated not merely as a neutral, naturally oc-
curring phenomenon, but also as a socially constructed notion
shaped in part by the agents’ language. Accordingly, this study em-
ploys discourse analysis to examine the ways in which language
bearing on competition was used in the documents produced by
Finnish cartels in the 1920s and 1930s. The aim is to systematically
analyse the discursive practices of the cartels, as well as those of the
public debate concerning cartels, to explore what kinds of meaning
were ascribed to competition, and secondly, how those discursive
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5 Grossman (2005); Kallioinen (2015, pp. 512-513); Levenstein and Suslow (2006, pp. 45-
46); Peters (1989, pp. 419-420); Pindyck (1979, pp. 155-156); Suslow (2005, p. 705).
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practices were employed in order to justify the existence of the car-
tels and especially their monopolistic restriction of competition in
the Finnish economy.6

Cartels are defined here as formal or informal agreements be-
tween independent firms belonging to the same branch of economic
activity that are designed to restrict production and raise prices. I
examine three central cartels – those in sawmills, mechanical engi-
neering and the cotton industry – that open a manifold empirical
and comparative perspective on the use of the concept of competi-
tion in the Finnish economy in the interwar period. The Finnish
Sawmill Owners’ Association (FSOA), founded in the 1880s, sought
to control the European market for sawn timber by setting uniform
prices with foreign sawmill cartels, but this succeeded only inter-
mittently. In the engineering industry, dozens of companies failed
to establish a strong cartel, despite many attempts. However, the
Finnish Mechanical Engineering Association (FMEA), formed in
1918, succeeded in setting quotas and sharing the production of cer-
tain products between firms. It also campaigned vigorously for
higher import tariffs in order to ease the pressure of foreign compe-
tition in the domestic market.7 Among the tightest cartels in Finland
was that in the cotton industry. All six Finnish cotton companies
started negotiations around 1900, leading to the creation of the
Finnish Cotton Cartel (FCC) in 1903. After a number of vicissitudes,
the Cotton Cartel ended up as a formal, solid cartel, the Sales Agency
of the Cotton Companies (SACC), in 1933. From then on, the Sales
Agency, and not individual companies, was responsible for all pric-
ing decisions and sales. The new organization put an end to contract
violations that were all too familiar in the former cartel. Although
the Sales Agency dominated domestic production, it was far from
having monopolistic control of the market because of intense foreign
competition.8
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6 Cf. Angermüller (2013); Bargiela-Chiappini (2009); Blackledge (2008); Fairclough
(2008).
7 Olin (1938); Paloposki (1970).
8 Kallioinen (2015).
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These cartels and their participant firms have left extensive
records of their board meetings, correspondence and confidential
memoranda of the firms’ CEOs, giving us a unique, detailed body
of evidence about cartel behaviour, including the participant indi-
viduals’ own preferences, concerns and analyses regarding compe-
tition. Subsequently, cartels were unlikely to produce such
documents because of legal issues.9

2. The cartelization of Finland

Most Finnish industries were too weak and small to make a
breakthrough in Western markets, which were regulated by strong
national and international cartels, protected by customs tariffs and
controlled by large multinationals. After the First World War, Finnish
firms could be classified into two sectors. The first – the open sector
– consisted of companies in the sawmill, pulp and paper industries.
These industries competed in global markets, relying on cooperation
and close connections to the government. Exporting over 80 per cent
of their output, the wood-processing industries controlled the dy-
namics of the Finnish economy. The closed sector, on the other hand,
led by the metalworking, textiles and food-processing industries,
operated in the home market. Finnish engineering and cotton com-
panies, among others, had to adapt to serving the very narrow do-
mestic market for their products.10

During this period, cooperation was a typical mode of behaviour
in both sectors. Cartels and broader interest groups, representing
whole industrial sectors, emphasized the importance of self-suffi-
ciency and the need for a more protective customs policy, becoming
an integral part of Finnish economic policies. The export cartels in
the wood-processing industry in particular became the key element
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9 The records of all three cartels are kept in the Central Archives of Finnish Business
Records, Mikkeli, Finland.
10 Heikkinen and Kuusterä (2001, pp. 31-32); Kuisma (1993, p. 256); Lamberg and Skip-
pari (2001, p. 35).
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of the national survival strategy. They gained the at least tacit ap-
proval of the state, as evidenced by the regular participation of the
cartels’ representatives in government-appointed trade delegations.
Like many others in Europe, the Finnish government regarded car-
tels and interest groups as useful tools for the coordination of mar-
kets.11

The first cartels were established as sales associations in the
1880s and 1890s to compete in Russian markets. The various associ-
ations or cartels12 were particularly important in finding new mar-
kets in the West to replace the Russian markets that Finland lost after
gaining independence in 1917. Although detailed data are lacking,
it is fair to say that all the major industries in Finland were cartelized
by the 1910s or 1920s. According to Schröter’s four-part classifica-
tion, interwar Finland belonged to the top tier of highly cartelized
states. This was, however, not exceptional in the European context.
Indeed, the Finnish cartels were patterned mostly on the German
model, though cartels were already widespread in the industrialized
world during those years.13

The founding of the first cartels profoundly altered existing eco-
nomic structures. Entrepreneurs who had sworn by free trade and
competed with each other moved behind closed doors to agree on
prices and to share markets. Liberal economic policy was supplanted
by a new model called “organized capitalism”, “cooperative capi-
talism” or the “organized market economy”. The relatively rapid
change in the industrial organization caused numerous problems.
First of all, companies had to adjust their production to the quotas
jointly decided in the cartel meetings. In some cases, there were al-
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11 Eloranta (2009, pp. 27-28); Kuisma (1993, p. 258); Lamberg (1999, pp. 59-76); Lamberg
and Skippari (2001, pp. 37-38); Ojala and Karonen (2006, pp. 107-108).
12 None of the known Finnish cartels called itself a “cartel”, but rather went by the name
of “association”, “pool”, “ring”, or “office”. Originally the Finnish Cotton Cartel, for
example, was called “Cotton Ring”; Kallioinen (2015, pp. 516, 520). As Fear argues
(2008, p. 270), it is difficult to generalize about cartels because they display such a va-
riety of forms, objectives, and effectiveness. What constitutes a cartel is by no means
an easy question.
13 Alfthan (1920-1921); Schröter (1996, pp. 134-141).
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most unending struggles for quotas. Cartels were also said to have
impeded technological development because their member compa-
nies were passive, satisfied with the status quo rather than inclined
to seek innovative ideas.14

The interwar period turned out fairly favourably for the Finnish
economy, although it is impossible to assess the role of cartelization
in the country’s overall economic development. Industries experi-
enced a breakthrough, rapid growth and rising productivity. Fin-
land’s process of “catching up” with the leading European
economies began during this period, which, for most countries, was
one of slow growth. During the period 1920-1938, Finland’s econ-
omy grew at an average annual rate of 4.6 per cent, a very re-
spectable figure. Even the Great Depression, although severe in
some sectors, was shorter and, measured by GDP, not as deep as in
some other industrialized countries.15

Even if cartels gained at least tacit approval of the government,
no legislation was passed to protect the Finnish cartels along the
lines of the Norwegian Trust Law of 1926 or the Dutch Business
Agreements Act of 1935.16 On the other hand, there were no regula-
tions controlling or even restricting Finnish cartels in the interwar
period. In Finland, the adoption of antitrust policies proceeded
slowly and was not completed until the 1980s and 1990s. The first
competition law was passed in 1958, in the same decade as in vari-
ous other European countries. This law, however, did not prohibit
cartels or seek to prevent them, but aimed to make them public by
requiring certain cartels to notify the authorities of their existence
and to register themselves. Thus, in Finland, a deep tradition of col-
laboration was created that lasted for a century and resulted in ex-
tensive cooperation within industries.17
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14 Ojala and Karonen (2006, p. 108); Rinne (1948, pp. 29-30).
15 Fellman (2008, pp. 156-157).
16 Bouwens and Dankers (2010, pp. 751-752, 754); Sandvik and Storli (2011, pp. 233, 245-
246).
17 Fellman (2008, p. 179); Virtanen (1998, pp. 229-230, 240-265).
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3. Competition within cartels

For the most part, cartels in all industrialized countries have
sought to establish horizontal control over similar product markets
in order to avoid ruinous competition.18 In Finland, the by-laws of
all three cartels under examination made it clear that their purpose
was to restrict and regulate competition. In the engineering cartel,
the aim was “to try to accomplish measures in order to stop the un-
healthy and destructive competition”.19 The cotton cartel aspired to
regulate competition between the Finnish cotton companies “as far
as possible” by means of an agreement on prices and other terms of
sale.20 Similarly, the goal of the sawmill industry was to unify both
the pricing and the terms of sale, in order to avoid “unhealthy mu-
tual competition”.21

The by-laws adopted by the meetings founding cartels or re-es-
tablishing them after a hiatus show that what was perceived as “un-
healthy” or “destructive” competition was the driving force behind
cooperation. Despite their explicit goals, the Finnish cartels were un-
able to put an end to the competition between their member com-
panies, which continued to strive for high profits even at the expense
of other companies. It was a challenge for the cartels to reconcile
their collective interest with those of individual member firms.

This was especially true in times of economic recession. When
companies’ order books were fast being depleted, the temptation to
maximize sales was often too great, even if this meant infringing the
newly signed contracts. Companies could make subtle distinctions
in deciding whether to pursue their own immediate interests or to
give priority instead to the common needs of the cartel and in so
doing possibly achieve better or at least longer-lasting results. Car-
tels had to invest a great deal of time in monitoring and supplement-
ing contracts, in order to keep competition in check. Their records
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18 Fear (2008, p. 272).
19 FMEA, Board, 11 Nov 1918, 3 March 1936.
20 FCC, Board, 14 Oct. 1911; FMEA, Board, 11 Nov. 1918, 3 March 1936.
21 FSOA, Board, 14 Dec. 1918.
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contain repeated references to the undesirability of mutual compe-
tition.

Mutual competition was usually denounced as “unhealthy”. In
the sawmill industry in the 1920s, there was a concern about the pos-
sibility of running out of forests and the related increase in the price
of timber. The president of the Finnish Sawmill Owners’ Association
argued for cutbacks in the production of sawn timber, in order to
stop the increase in the yard price. In the future, the Association
could reduce “unhealthy competition” only through joint voluntary
restriction of production.22 In similar terms, the domestically ori-
ented cotton industry also condemned competition. When the cotton
cartel decided to strengthen its organization during the depression
of the early 1930s, it spoke of the demoralizing impact of contract
violations and unhealthy competition. Once a new organization was
introduced, the cartel stated, the “paralyzing mutual competition”
could finally be ended.23

In the engineering industry, the early 1920s brought a slump in
demand compared with the years before the Great War. According
to the industry leaders, “unhealthy competition gives rise to diffi-
culties in the domestic industry”. As a solution, the cartel planned
for each member company to specialize in specified suitable prod-
ucts, in order to avoid “overly harsh competition” among the mem-
bers. The cartel admitted that some degree of competition was
appropriate, or at least could be accepted as a necessary evil, pro-
vided it did not endanger companies’ profitability. After the market
had improved by the mid-1920s, the cartel referred to “unhealthy”
competition less frequently than before, and it even observed that
companies had been able to “avoid painful competition, which had
not been the case in previous years”.24

Together with “unhealthy”’, “destructive”, “painful” and “para-
lyzing”, “disloyal” was another evaluative expression commonly
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22 FSOA, Board, 23 May 1928.
23 FCC, Annual Report 1935.
24 FMEA, Board, 28 April 1921; Annual Report 1926.
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used to characterize mutual competition. In the cotton cartel, in 1908,
a firm was found to have sold its products more cheaply than had
been agreed upon, a relatively common breach. The CEO of another
member firm asked the president of the cartel why this kind of “dis-
loyal” competition had been possible in the first place. Compared to
the Cotton Cartel, collusion in the engineering industry was less
highly organized. Some members were annoyed that there was no
way to interfere with mutual competition, having instead to trust each
other’s willingness to avoid “unnecessary” competition. However, if
a member company had committed such “disloyal acts”, the others
had the right to initiate measures to bring pressure to bear on it.25

“Disloyal competition” implied a specific manner of competing
with other companies in the same industry that was distinct from
normal or “unhealthy” competition. When a firm was found guilty
of “disloyal” activities, it was for violating the jointly agreed rules.
Competition of that kind was not only considered “unhealthy” or
“destructive”, but was stigmatized by a more severe moral verdict.
As Table 1 indicates, the cartels examined in this article used five dif-
ferent expressions to characterize competition. It is worth noting that
the cartels operating in the domestic market employed a more diver-
sified vocabulary than the export-oriented sawmill industry cartel.
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25 FCC, Board, 12 Dec. 1908; FMEA, Board, 24 Feb. 1938.

TABLE 1
Expressions used by the Finnish cartels to describe competition, 1919-1939

FCC FMEA FSOA

Unhealthy 4 9 4

Destructive 3 5 1

Painful - 2 -

Paralyzing 2 - -

Disloyal 5 3 -

Source: The annual reports and the board protocols of the Finnish Cotton Cartel (FCC), the Finnish
Mechanical Engineering Association (FMEA), and the Finnish Sawmill Owners’ Association (FSOA),
1919-1939, Central Archives of Finnish Business Records.
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On moral grounds, the cartels condemned domestic companies
that had not joined them. This was a particularly severe problem in
the Finnish Sawmill Owners’ Association. There were always almost
as many firms outside the cartel as there were in it. The Association
tried to force outsiders to join the “ring” or at least to follow joint
pricing, because outside competitors effectively depressed prices in
Britain and other leading export markets. In the 1920s, several new
small sawmills were established in Finland by “speculators”, accord-
ing to the cartel.

The quality of the products of these new competitors was al-
leged to be poor: “Usually these sawmill owners do not fulfil the
standards that are expected from those who can successfully carry
on export trade”. The market was flooded with “irregular” products,
forcing the cartel’s members to pay attention to this “provocative
factor in the regular Finnish market of wood products”.26 The cartel
referred to its competitors with such terms of disapprobation as
“speculator” and accused them of turning out products of poor qual-
ity (“irregular products”), even though the competitors had in fact
succeeded in export markets by lowering prices. Invoking moral
standards, the cartel divided market players into two distinct
groups: cartel members, operating “in the regular markets of wood
products”, and outsiders, producing shoddy goods. Although it was
never explicitly stated, only production based on the terms laid
down by the cartel itself was considered acceptable and respectable.

Within cartels, a strong consensus on the necessity of coopera-
tion generally prevailed. In the sawmill industry, it was hoped that
all Finnish sawmill owners would recognize the benefits of cooper-
ation. This was especially important during the hard times of the
1920s, when the high prices of timber and “mindless” Russian com-
petition lowered the profit margins of Finnish companies. The
sawmill owners engaged in lively discussion about the need for “in-
timate cooperation”, suggesting that the Finnish sawmill industry
could only prosper if all the firms unanimously adhered to the prices

MIKA KALLIOINEN

22 THE JOURNAL OF EUROPEAN ECONOMIC HISTORY

26 FSOA, Board, 5 July 1921; Annual Report 1922.

01-kallioinen (II)_9_36_01-kallionien (II)_9_36  01/06/17  16:49  Pagina 22



set by the Sawmill Owners’ Association.27

In the cotton industry, too, the importance of cooperation was
repeatedly stressed, even though the cartel was more solid than the
collusions practiced in the engineering or sawmill industry. Within
the cartel, the members deliberated on the nature of cooperation and
competition. One member of its board, Kaarlo Rautio, contended
that within the industry the only option was “organized competi-
tion”, which could be expected to guarantee the highest profits for
the entrepreneurs, but in such a wide field that there would be room
for private initiative. Competition had to be fair, and it had to
strengthen the public image of the industry. For Rautio, organized
competition should not prevent healthy, dynamic development. Fail-
ing an enduring consensus on cooperation in the cotton industry,
the result, Rautio warned, would be “free competition with all its
destructive and moral consequences. Moreover, the struggle would
be harsh and bitter, and it would harm the positive image of our in-
dustry for a long time to come. Our country is too small for our kind
of big industry to prosper without cooperation.”28

Interestingly, Rautio did not aim to ban competition outright.
Competition had to be organized, but the arrangement should not
abolish all the incentives for success that competition offered firms,
nor should it prevent the “healthy” progress of the industry. Above
all, competition had to be “fair.” Accordingly, the cartel members
were allowed to compete with each other under certain conditions,
but they were not to harm other firms by employing “dubious meth-
ods” and above all not to violate joint agreements restricting com-
petition. Rautio’s comments corroborate the idea that cartels did not
abolish competition, but rather rechannelled it. Many historical car-
tels did not seek to eliminate competition totally. Competition per-
sisted within the cooperative framework through a number of
mechanisms, especially competition for quota share.29 In the eco-
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28 FCC, Correspondence, Rautio to Johan Henrik Ek, 25 Oct. 1933.
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nomic literature, cartelization is almost universally decried as a phe-
nomenon that demoralizes competition and is detrimental to eco-
nomic performance.30 The cartels of the interwar period clearly
identified this problem, and they even sought to solve it, though
open competition was of course out of the question.

4. The campaign against foreign competition

The Finnish cartels, apart from the cotton cartel, were unable to
control all domestic production, and were vulnerable to imports.
They did not exercise truly monopolistic control over the domestic
market or, in the case of the sawmill industry, the export markets.
After World War I, the cotton and engineering industries, operating
behind a rather low tariff barrier, were relatively unprotected in the
face of mounting foreign competition. In the interwar period, eco-
nomic policies, the export-oriented sawmill industry and other
forestry industries played a central role, and the industries oriented
to the domestic market had to come to terms with this reality. By the
1920s, safeguarding the competitiveness of the wood-processing in-
dustries became the cornerstone of what could be called the eco-
nomic nationalism of the time. The export sector and the cartels in
these industries, including the Finnish Sawmill Owners’ Association,
pursued low tariff barriers with good success, because, in return, the
Finnish firms could expect tariffs also to be low in their leading ex-
port markets, most notably Germany and Britain.31 On the other
hand, the policy of favouring the export sector and the low tariffs
this entailed posed a serious problem for industries selling mainly
on the home market, one clearly reflected in their views on foreign
competition.

Uncontrolled imports were considered harmful to the domestic
industries. In engineering, as in cotton, the demand to ban free im-
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30 See, for example, Grossman (2004, p. 1).
31 Lamberg (1999, pp. 38-39, 70, 126-127); Lamberg and Skippari (2001, pp. 41-42). See
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ports was grounded on the fact that these industries had to compete
with foreign overproduction.32 The foremost argument was that for-
eign firms would sell their products in Finland below cost. It was
normal to refer to “unhealthy” dumping each time Finnish cartels
and their member companies lost out in their domestic market. The
cotton industry was particularly concerned about the dumping of
Japanese and Czech fabrics and yarn, while in engineering the main
threat came from imports from Germany. By referring to dumping,
the cartels pushed the government to raise import tariffs, usually
with scant success.33

From the early 1920s, the Finnish Mechanical Engineering As-
sociation demanded that the government impose import tariffs to
protect domestic industry from “foreign competition and dumping”
– a revealing statement, in that the cartel identified foreign compe-
tition with dumping in general. At the same time, dumping by for-
eign companies was used as a justification for the cartelization of
Finnish industries. The engineering industry expressly stated that
companies had agreed on pricing and sharing production because
this was the best way to resist dumping.34

A strong sense of injustice was evident in the arguments put for-
ward by the home-market industries, whose firms, it was argued,
were unable to compete fairly with foreign companies as foreign
overproduction poured into Finland at cut-throat prices. The finger
of blame pointed at the Finnish government for failing to raise tariffs
sharply enough, at exchange rates that gave foreign companies an
overwhelming competitive advantage, but also at cooperation
among foreign firms and the resulting threat to Finnish industries.
The Mechanical Engineering Association singled out German cartels
for especially fierce criticism, asserting that the Germans had made
an agreement with the company that would make the cheapest offer
in exports to Finland, so that “the domestic industry will remain out
of work or at least will be pressed below the break-even point”. The
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sawmill industry, on the other hand, condemned as “immoral” the
fact that British buyers of sawn timber were able to lower prices by
their mutual cooperation.35 Thus, within their own ranks, Finnish
cartels considered cooperation and pricing agreements part of the
natural state of things, but similar practices were deemed undesir-
able and harmful when foreign competitors engaged in them.

Although the export-oriented sawmill industry considered co-
operation among British firms to be immoral, its attitude towards
foreign competition differed substantially from that of the industries
doing business mainly in the home market. In export markets, it
faced competition at least as fierce as that in the Finnish market for
cotton products and machinery and equipment. In the 1930s, drastic
overproduction in the sector led to a campaign for an international
arrangement embracing all the major European timber producers
(Finland, Sweden, the Soviet Union, Poland, Czechoslovakia, Roma-
nia and Yugoslavia) as well as the largest importer, Great Britain.
The upshot was the European Timber Exporters Convention of 1935,
which limited the production quotas of all European producers.
Until then, Finland, Sweden and the Soviet Union in particular had
been competing aggressively in the important markets of Central
and Western Europe.36

Considering that competition was a constant in the sawmill in-
dustry and that there had been no international cartels before 1935,
the industry was more inclined to accept it as natural than were the
home-market industries. The Finnish sawmill industry paid much
attention to improving its own competitive advantages, so that the
Finnish exporters could “successfully compete with the other coun-
tries”. It focused on the systematic and effective purchase of timber
and on improving the quality of sawn timber, considered to be one
of the foremost competition strengths of the Finnish sawmill indus-
try in the world market.37
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Sawmill owners had thus come to the conclusion that improving
their competitiveness hinged on their own initiative. Evidently the
sawmill industry was used to operating in the more open competi-
tive environment of foreign markets, which could not be influenced
by Finnish economic policies in the form of protective tariffs or other
governmental measures. Sawmill owners could advance their busi-
ness primarily by improving their companies’ performance, and this
made their outlook more liberal and anti-protectionist than the
views of the domestically oriented business elite.38

5. Public debate about cartels and competition

The Finnish cartels in the 1920s and 1930s were at least relatively
successful in their ambition to restrict competition. Finland attained
a high GDP growth rate in the interwar period, and industrial out-
put grew even faster than GDP. In spite of the Great Depression, de-
mand on the home market was quite stable, and industries generally
were profitable. In the absence of more accurate evidence, it is fair
to conclude that the cartels established in Finland exhibited a sub-
stantial monopolistic potential, despite foreign imports, of which
consumers, political actors and even the cartels themselves were not
fully aware.39

Before World War II, public debate about cartels and their role
in the economy was confined to surprisingly narrow circles. Con-
sumers were evidently satisfied with market conditions, most likely
because the Finnish market continued to be reasonably exposed to
foreign competition. Some academic writers criticized cartels and
defended free competition, but their arguments fell on deaf ears
among both the public at large and policymakers. The first academic
text that dealt with problems caused by cartels was published in the
journal of the Economic Society of Finland in 1913. Bank manager
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Rune Grotenfelt protested “disloyal competition”, which he identi-
fied with various kinds of “entrepreneurs’ associations”. In his view,
competition was beneficial to the national economy because it pro-
vided people with an incentive to “enter into their work with eager-
ness”. Competition was also the only guarantee that consumers
would get a wider range of goods and better quality products. Al-
most a decade later, Ferdinand Alfthan, the owner of a major mer-
chant house, opined that “every monopoly carries with it the seed
of malpractice”. Like Grotenfelt, Alfthan stressed that it would not
be in the interest of the national economy if “the cartels operating in
the home market totally suppressed competition”. In his view, how-
ever, the export cartels did not pose a problem at all.40

Apart from articles in academic journals with only limited cir-
culation, the first instance in which public attention was called to
the “cartel problem” in Finland was a 1928 communiqué of the meet-
ing of representatives of the Central Union of the Consumers’ Co-
operative Societies (CUCCS), an organization chiefly devoted to
protecting the interests of the urban working class. The communiqué
called on the government to place “rings and trusts” under state con-
trol. The government was also urged to undertake an official inves-
tigation with a view to proposing necessary legislation and other
measures to prevent future abuses. However, the communiqué re-
jected the idea of banning cartels outright.41

Opposition to cartels was confined almost exclusively to the
working population. The left-wing parties stressed the importance
of competition as a remedy against cartels and other monopolies
detrimental to consumers. For example, in 1929 Suomen
Sosialidemokraatti, the organ of the Social Democratic Party of Fin-
land, advocated lowering the import tariffs on cotton products in
order to undermine the Finnish cotton cartel and foster competition:
“High import tariffs have always tended to hinder technological
progress within the industries they were supposed to ‘protect’. They
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discourage the progress of production and hold up the implemen-
tation of better, more advanced machinery and working methods.
Behind the customs barrier, the domestic producers will gain a dom-
inant position where competition will not press them, and they will
therefore not give a damn whether their production plants will re-
main in up-to-date condition or not. Solid, healthy competition is an
important incentive of productive progress.”42

The few attempts to call cartels into question did not lead to leg-
islative or regulatory proposals. It is surprising that competition pol-
icy issues got so little attention, considering the lively debate on
cartels and competition that had taken place in many countries of
Western Europe, not to mention the anti-trust movement in the
United States in the late nineteenth century. Arguably, the Finnish
cartels simply had not succeeded in gaining dominant market posi-
tions, despite their monopolistic potential. The Finnish market was
relatively open to foreign competition, and the wholesalers of many
consumer goods marshalled sufficient market power to exert a coun-
tervailing force against the producers’ cartels, which may also ex-
plain why there was almost no public debate on cartels.43 On the
other hand, the export cartels in the forestry industries were not con-
sidered a problem because they were not players in the domestic
market for consumer goods. In the interwar period, companies were
allowed to organize their activities as they saw fit, and it was there-
fore not in the public interest to regulate economic cooperation and
competition.

6. Conclusion: the vocabularies of competition

The records of the cartels examined in this article and, to a much
lesser degree, public debate indicate that competition played a very
distinct and more restricted role in interwar Finland than nowadays.
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Discussion of competition was restricted almost exclusively to the
sphere of business; the concept was not part of the vocabulary of the
public sector. Similarly, the use of the concept of competition in eco-
nomic decision-making and in promoting the interests of Finnish in-
dustries was left almost entirely to companies and particularly to
the cartels that represented them. Public debate about competition
issues was remarkably rare, and neither the government nor the po-
litical parties participated in it.

A distinctive vocabulary of competition had evolved within its
limited sphere in business life. Generally speaking, an anti-compet-
itive discourse existed. Cartels were unable to put a stop to compe-
tition, although they were largely created for this purpose. Not only
did they face harsh foreign competition, but the members of the car-
tels competed with each other, especially for quota shares. The pro-
tocols and other documents of the cartels reveal a deep-seated belief
that competition was fundamentally detrimental and undesirable.
This is shown in the cartels’ by-laws that defined the restriction of
competition as their primary reason for being. The discourse
adopted by the cartels reflects a business ideal according to which
the cartels were to control all activities and the companies did not
have to take competition into consideration. The cartels put forward
a simple tenet: the goal was the abolishment of free competition. The
desired state was the opposite of free competition, one the cartels
usually referred to as “organized” or “intimate” cooperation.

Within the anti-competitive discourse, two sub-discourses can
be identified. They both were aimed at legitimizing cooperation in
the Finnish industry and keeping foreign competitors out of the
Finnish market. We can call these sub-discourses competition as a
threat and moral resistance to competition. The former is reflected
in value judgements such as “destructive”, “depressive”, “un-
healthy” and “insane” competition. Cartels often resorted to differ-
ent kinds of metaphors when characterizing competition. While
metaphors allow us to structure the surrounding world and so are
an invaluable part of thinking and communication, adopting a spe-
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cific metaphor entails selection, and metaphors therefore represent
only a certain part of reality.44

The expressions used by the cartels of the interwar period – e.g.
“depressive”, “unhealthy”, “insane” – convey the idea that compe-
tition is a disease, even a manifestation of insanity. This discourse
reveals the real state of affairs as the cartels viewed it. Competition
was a threat comparable to disease and should therefore be kept at
bay in every possible way. The metaphors, on the other hand, do not
touch the economic aspects, particularly the role of competitiveness
and efficiency. Because cartels operating in the domestic market
were apparently not efficient enough to compete with foreign firms,
it was sensible for them to condemn competition as a disease.

Moral resistance to competition reflects a different kind of sub-
discourse. Moral judgements were employed as a means to legitimize
resistance to competition. The cartels did not seek to ground their po-
sition on rational arguments, but stressed the fairness of excluding
competitors from their market. This moral legitimation was based on
the national interest: if foreign competition could be avoided, there
would be more work and welfare in Finland. The cartels therefore
portrayed themselves as patriotic in promoting cooperation among
domestic firms even as they condemned similar cooperation arrange-
ments among foreign firms, notably German cartels.

The cartels examined in this article argued that Finnish indus-
tries could not compete with imports, because foreign competitors
dumped their products below cost. The moral argument of “unfair-
ness” was also used in connection with internal competition within
the cartels. In contrast to “fair” competition, the cartels referred to
“disloyal” competition, which was much more blameworthy than
“destructive”, “hard” or even “insane” competition. A company was
found guilty of disloyal competition when it violated the jointly
agreed rules, which was considered a particularly grave infringe-
ment.
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The cartels in the interwar period were well-adapted to cooper-
ation, despite occasional contract violations. Along with cooperation,
they had developed a distinct discourse intended to restrict compe-
tition. Plausibly, their anti-competitive discourse was employed as
an instrument serving a competitive strategy having two objectives:
to restrict competition in the home market and, eventually, to secure
the cartels’ existence by legitimizing their monopolistic nature. From
the cartels’ point of view, competition plainly meant an aggressive
and strategic struggle between firms and especially between Finnish
and foreign companies (“war”), not interaction between peaceful
price takers.45

The reasoning based on the anti-competitive discourse was built
on three elements: threat, promise and conclusion. First, competition
(and particularly foreign competition) posed a threat to the existence
of the domestic industries and, ultimately, to welfare in Finland. Sec-
ond, the cartels made a promise that if (foreign) competition were
restricted and the cartels were left to control the domestic industries
by themselves, general well-being would increase. Finally, the cartels
came to a simple conclusion: it was justified to restrict competition
that was fundamentally detrimental. Notably, they did not concern
themselves with the effects of restricting competition, such as the
blunting of incentives and the discouragement of productive effi-
ciency. The cartels made innovative use of the discourse they had
created to advance their own interest, namely profitable business
based on steady cooperation.
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