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Introduction
At the centre of this investigation2 is the history of the British trade policies from the
establishment of a free trade system based on the gold standard in 1861 to the entry into the
Common Market in the form of the European Free Trade Association (EFTA) in 1960. The
paper is to be conducted in the context of the British paper trade and its business
environment. By the paper trade we refer to the manufacture of printing, writing and
wrapping paper both for the export trade and domestic consumption. How did the British
paper trade evolved over a period of a hundred years and what is its significance in
retrospect? These questions will be discussed below.
Since the birth of mechanised and streamlined paper industry in the early nineteenth
century Britain, the outlook of the global paper industry has changed dramatically. In the
course of the twentieth century Britain was surpassed by its much more competitive rivals in
countries like Canada, Finland and Sweden, who became major players in the field of
papermaking. On the eve of the EFTA convention Canadian and the Nordic producers
(Finland, Sweden and Norway) had gained dominance over the British paper markets.3
The EFTA convention abolished trade barriers, tariffs and import restrictions among
the member countries, including Finland, Sweden and Norway, 4 then important pulp and
paper manufacturing countries, who operated in much more competitive business
environment compared to the British producers. Backed by natural advantages, abundant
pulp-wood resources, cheap hydro-electric power, and networks of rivers, lakes and ports as
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well as close geographical proximity, the Nordic producers were able to use price policy to
further their dominance over the British markets5. The collapse of the traditional British
export markets in the Commonwealth countries worsened situation of the British producers
further.
In the 1960s the British paper market entered a period of stagnation with sharply
decreasing demand, which resulted in a wave of mergers and acquisitions as well as closures
of mills. As a result of falling demand, declining prices, relative scarcity of cheap raw
materials together with high energy and labour costs, British paper markets became the least
attractive geographical area for the paper industry. In fact, the first new paper machine to be
installed in Britain in more for than thirty years was that at the Aylesford Newsprint in Kent
in 19956.
A reorganisation of the global paper industry has occurred at the beginning of the 21st
century. An increasing demand of papers of all kinds in quickly developing economies like
China has moved the centre of activities away from western markets. The effects have been
devastating for the Finnish paper industry as well. Pressure on profit margins has forced the
closure of mills all over Finland. Such a dramatic reorganisation of the industry is
reminiscent of the dark days of the British paper industry but also poses an important
question: what we can learn from the history of the British paper trade in hindsight?
The more specific research questions of the present paper concentrate on trade policies
and major historical particularities affecting the paper trade, such as, for example,
technological transformation, raw materials and productivity. They illustrate the often
troubled road the British paper trade has travelled from the free trade Empire to the Common
Market. First, our objective is to conduct systematic research on the history of the British
paper trade utilising hitherto less consulted primary sources. To the best of our knowledge
there is a notable lack of systematic research on the British paper trade. Thus far the existing
literature on British economic development has been produced in the context of the iron and
steel and the textile trades,7 while the study of the British paper trade has been by and large
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neglected.8 The lack of earlier research invites in-depth study of the British trade policies in
the context of the paper trade.9 Second, our objective is to introduce new ways of reading
primary sources. The research so far has firmly advocated paper firm-specific or paper
industry-specific histories. More recently, a more global perspective has evolved from the
realisation that the main aim of business history is to study and explain the behaviour of firms
over long periods of time, and to place the conclusions in a broader framework composed of
markets and institutions in which that behaviour occurs.10 Such global perspective invites to
analyse British paper trade from a global point of view.
The subject matter included in British economic and business history has ranged from
big business to family firms, from technology and innovation to corporate governance and
from entrepreneurship to the roles of the State.11 At first business historical study firmly
advocated firm-specific histories until Chandler12 pioneered the use of firm-specific histories
to develop theoretical frameworks of relevance to the corporate economy. Chandler’s work
prompted the development of a comparative approach to business history and showed that
business history can provide a powerful insight into the evolution of capitalism, thus
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advancing the use of business history methods as part of broader economic history analysis.
Recently methodological issues have become a subject of lively debate among economic and
business historians.13 However, the importance of historical context for studying business
behaviour has retained its prominence because the nature of economic and business history
research requires in-depth investigation based on primary sources.14
To analyse, discuss and answer the research questions, the extended hundred-year
research period is divided as follows in the British paper trade. The introduction of the free
trade principle in October 1861 signified the birth of the world’s chief free market for paper
leading to the increase of imports. After the First World War, Britain failed to take part in the
world boom of 1925–1929 and then sank, with the rest of the world, into the depression. The
protectionist era in the British paper and board industry was inaugurated in 1932. The end of
the free trade era also signified the establishment of the Sterling Area in the form of the
imperial preference system. The Second World War from 1939 to 1945 caused a violent
disruption to the British production capacity, and it was not until 1950 that raw material
rationing was repealed. The Korean War led to a continued boom in the paper market in the
1950s. Finally, British entry into the EFTA in 1960 subjected the British paper industry and
its domestic markets to the Nordic competitors.
The Era of the Free Trade Empire – from 1861 to 1913
In the first part of the nineteenth century, Britain was the world’s largest and lowest-cost
producer of paper.15 It was also the first country in the world to possess the capital, the
enterprise and the skill necessary to develop industrial mechanisation in the field of
mechanical papermaking. The reasons behind this early industrial success were mostly
related to the improvements in papermaking technology, namely the invention of the
Fourdrinier papermaking machine. The experiments with the papermaking technology made
by the Fourdrinier brothers at Frogmore Mill on the River Gade, near Hemel Hempstead in
Hertfordshire, where their first papermaking machines were installed in 1803, started the
slow emergence of the mechanical papermaking in Britain. Despite this early impetus, it was
13
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not until the 1830s that mechanisation became truly widespread in the paper industry in
Britain, owing to capital costs that were too heavy for many manufacturers16. The stimulus
given by this early mechanisation revolutionised the whole process of paper manufacture, and
by 1860 the world of mechanised papermaking was established in Britain. Further, compared
to the other European countries, the manufacturers in Britain were operating with other
significant advantages on their side, including a supply of cheap and accessible coal,
craftsmanship, a relatively orderly society and an efficient transport system17.
In the domestic markets there was an increased effective demand for paper caused by
the growing population. The census of 1861 showed that the population of the British Isles
was 29 million, the total having almost doubled just in sixty years.18 The growth of the
industry indirectly and the increase in the population directly increased the demand for papers
of all kinds, both for domestic consumption and the export trade. New patterns of social
intercourse, increased literacy and heightened social consciousness are all included in the
important reasons for the increased demand for paper. The numbers of literate people were
rising rapidly after the introduction of national education in England and Wales under the
Education Act of 1870. Hundreds of millions of letters went through the Post Office every
year. Penny and halfpenny newspapers, journals, magazines, reviews and cheap editions of
books came within the reach of the very poorest. In the colonial Empire journals and
newspapers were equally important signs of emerging civil societies but also means of
colonial rule and control. In indirect ways the mechanisation of industry gave people and
institutions more reason to need paper. The early growth of mass communication through
new forms of cheap publications was made possible by mechanical printing and
papermaking. Without the paper manufacture many of these cheap publications would have
been impossible to bring into existence.19
There were, however, serious difficulties in raw material production, which threatened
increased domestic consumption. The failure to supply rags, the raw material of the day, for
papermaking to keep up the growing demand for paper recurred at various times up to the
1861. There were two developments that helped to alleviate the raw material shortage: the
continued expansion of textile industry in Britain and an early nineteenth century invention,
16
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the introduction of chlorine bleaching, which made coloured rags suitable for papermaking.
However, Britain continued to need to import rags to meet its raw material requirements from
9 to 20% of its total rag needs. By the 1860s, rag was imported to Britain from various
overseas ports. This was not the most-cost-efficient way to obtain raw materials, since many
papermaking nations increased their existing export duties on rags. Owing to increased
demand for paper and raw materials, the price of rags doubled between 1848 and 1855.20
In the paper trade, over half of all running costs were accounted for by raw materials. It
was thus regarded as essential for the successful introduction of a substitute for rags that the
substance should be cheap and available in abundance. In addition, it should be rapidly
cleansed and bleached and yield a strong, pliable fibre which would produce paper possessed
of permanent whiteness. It was the introduction of esparto grass for papermaking that first
offered a solution to the raw material shortage in Britain. Since the first and fundamental
utilisation of esparto grass in the paper industry by Thomas Routledge, who took out a patent
in 1861, esparto was used especially by the British mills for papermaking. Owing to cheap
freight, it was possible to import esparto cheaply for the British paper mills. Except for the
use of more chemicals, there was little cost difference in processing paper from esparto or
from rag. Together these factors, especially the cost difference in favour of esparto over rags,
led to increased export of esparto and to the opening up of new mills. The import of esparto
reached its peak in 1888, with 249,000 ton compared to 41,000 ton of rags.21
Despite these developments, the demand for raw materials was in no way satisfactorily
met. By the early 1880s, international breakthroughs in the production of chemical wood pulp
made the raw material available for the British manufacturers. Wood pulp began its steady
rise to prominence in Britain at first at the expense of esparto but then later of both esparto
and rag22. The imports of wood pulp to Britain increased accordingly. According to trade
returns23 presented in the table 1, in 1913 British raw material imports totalled about 1.23
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million tons. The share of wood pulp of the total import of raw materials was 79.6%, while
the imports of esparto constituted only 16.7% and rags 2.4%.
Table 1. Imports of raw materials 1913–1949 (tons24)

1913
1919
1929
193925
1949
Total 1913–1949
% from total

Rags

Esparto

Wood pulp

29,538
6,525
19,699
15,232
20,389
91,383
1.2

204,932
70,624
312,711
221,409
360,624
1,170,300
16.0

977,957
937,920
1,638,247
1,129,873
1,305,137
5,989,134
81.9

Other
fibrious
materials
16,927
1,242
9,584
15,485
20,253
63,491
0.9

Total

1,229,354
1,016,311
1,980,241
1,381,999
1,706,403
7,314,308
100.0

Source: Accounts Relating to Trade and Navigation of the United Kingdom

While Britain led the field of papermaking technology, the momentum of being the first
nation successfully to mechanise the production of paper was gradually lost to the overseas
competitors in the course of the nineteenth century. On the eve of the First World War,
British industries had come to increasingly depend on exports to maintain their rate of
growth.
In overseas trade, Britain was committed to mercantilism between 1800 and 1860. The
domestic industry was protected by tariffs and the little that was exported went to her
overseas colonies. In an evolving business environment mercantilist policies seemed not only
unnecessary but even harmful to an export industry that needed to access a wider range of
markets than the British colonies could offer. Furthermore, the more economic methods of
manufacture and larger output to meet larger demand led to a serious raw material shortage
threatened to cripple the British paper trade development.
The introduction of the free trade principle in October 1861 signified the establishment
of the world’s largest free market for paper and raw materials. It also caused the paper
industry for the first time to become an object of general public discussion in Britain and
brought the British Paper Makers’ Association into being. Its aim was to set prices at a
generally profitable level and to bring a greater degree of stability in times of falling prices
and intensifying competition26. The British manufacturers had traditionally supported import
duties to compensate foreign export duties on rags, the raw material of the day, and opposed
24
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the excise duty on paper. The influential campaigners for the abolition of excise included The
Times, connected with influential papermaking families, and Economist, which deplored that
the industry had not grown to be a major national industry like that of cotton manufacture due
to the repressive ‘Taxes on Knowledge’. The papermakers saw themselves as being sacrificed
to the dogma of free trade as they were forced into the ironic position of opposing the repeal
of excise against which they had been campaigning for one hundred and fifty years. 27
As it turned out, the British paper industry was not ruined by the removal of the
protective tariff barrier. However, foreign competition became a major feature of the paper
trade. As can be noted from table 2, by 1913 the imports into Britain totalled 0.64 million
tons of paper and board. Census of production report of the year 1912 reveals that the total
paper and board production in the UK was 1.018 million tons28.

Table 2. Imports and exports of paper and board (thousand tons)
1913

1919

1929

193929

1949

1959

Imports

644.1

381.1

996.7

823.5

463.9

1,203.7

Exports

175.0

46.8

252.4

118.7

188.5

244.7

Source: Accounts Relating to Trade and Navigation of the United Kingdom

By 1913 the biggest importers of paper and board as well as printing and packing paper
were the emerging pulp and paper producers in Canada and the Nordic countries, which
could best utilise wood pulp as raw material. The passage of the Underwood Tariff Act in the
United States in 1913 eliminated duties on newsprint and helped to boost newsprint industry
in Canada30. Due to large and profitable markets in the United States especially, newsprint
became Canada’s most valuable export commodity by 1939. Further, favourable tariff policy
within the free trading British Empire, created profitable secondary export market for
Canadian producers31. The removal of the tariff barrier in Britain did not lead to similar
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decisions elsewhere in Europe. Protectionist trade policies continued to be enforced
throughout Western Europe. As a result the British orientation to the Empire countries in
paper trade remained strong. By the outbreak of the war over 70% of the total exports went to
the British colonies and dominions, countries like Australia, the Union of South Africa,
British India and New Zealand.32
The End of Free Trade Era – 1914 to 1931
The dominant belief system in the late nineteenth century British society was classical
liberalism, which asserted that the economic sphere within civil society could be left to itself.
For the most part of the nineteenth and the early twentieth century, the economic arguments
based on the doctrine of free trade remained in essence similar to those already expressed by
Cobden and Mill. By the late 1880s, a varied protest was being made against the sort of
civilization that was emerging under free market competition and mechanized capitalism.
Once Socialists had questioned the efficacy of the market as a deliverer of justice, wealth,
peace and happiness, they had to redefine the value of liberty. The leading figures in British
Socialism turned to the State to correct the failings they believed were inherent in the market
economy. To them the State became a vehicle for promoting liberty.33 As it turned out, the
Liberal’s defence against socialism was social legislation rather than trade of financial policy
measures. The clearest indicators of the altered relationship between the individual and the
State were the new social programmes which the Liberals introduced between 1906 and
1914.34
The nineteenth century beliefs in free trade and in an unlimited expansion of markets
parallel with the expansion of productive capacity were shattered by the experience of the
First World War.35 Before the war Britain had been the world’s chief free market, but in 1931
was forced to abandon the free trade principle which had been close to a national ideology for
70 years36. During the inter-war period regulation in the form of tariffs, quotas and pricefixing agreements spread widely to the paper industry. As a consequence free competition,
which had hitherto characterised the paper trade, nearly disappeared from the British business
scene. Britain had been formally off the gold standard since March 1919 (de facto from the
32
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outbreak of the war), but by April 1925, the pound had reached its pre-war parity with the
dollar, and it returned to gold. It has been estimated that the pre-war parity was over-valued
to the extent of 10%. Such a significant price differential encouraged imports while it
handicapped the export trade37. It can be termed from table 2, the imports of paper and board
increased 161.5% from 1919 to 1929. Canadian paper especially was increasingly exported to
Britain.
Another permanent threat came from Finnish papermakers, who were aggressively
searching new markets. Finnish forest industry enterprises established their central
association, the Central Association of Finnish Forest Industries soon after independence in
1918 to co-ordinate interests of forest industry companies and of the associations formed by
them38. The collapse of the Russian Empire and the continued Allied blockade of trade in the
Baltic blocked Finnish producers’ traditional export markets in Russia and Germany, leading
to efforts to open up western markets for their products. Devaluation of the Finnish Mark in
1919 gave Finnish producers an advantage over Norwegian and Swedish producers in the
British markets, forming thus the main market area for Finnish producers.39
Intensified competition in the British markets led to the quest for new trade policy in
the UK. Protection was first extended for wrapping and packing paper grades, on which
import duties were imposed in 1926 under the Safeguarding of Industries (Customs Duties)
Act. This was a defensive tariff intended to grant protection to British industries if imports
compared with British products enjoyed unfair advantages such as subsidies or bounties or if
imported goods were sold below the cost of production40. Then, following the economic
upheaval of 1931, the Abnormal Importations (Customs Duties) Act was passed to prevent an
inrush of imports in anticipation of later duties, and in February 1932, the Import Duties Act
inaugurated the protectionist era in the British paper and board industry41. The only exception
was newsprint, which was among the manufactured articles exempted from duty, subject to
limits on quantity.
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The Forming of the Sterling Area – 1932 to 1959
The end of the free trade era signified the establishment of the Sterling Area42 in the form of
the imperial preference system, aimed at expanding trade among the members of the British
Commonwealth in a world of shrinking commerce and rising trade barriers.43 Imports from
the countries of the Empire were exempt from the original tariff of 1932, and in an Imperial
Economic Conference assembled in Ottawa in July–August 1932, it was hoped to expand
trade among the members of the British Commonwealth. However, the pre-1861 mercantilist
conception of an industrialised mother country linked with primary produce countries had
become grossly anachronistic by 1932. Dominions were determined to protect their industries
even against Britain. The introduction of the imperial preference system did not increase
trade volumes as such but rather directed trade to the Empire.44
During the inter-war period, newsprint manufacture was largely responsible for leading
the industry with ever wider and faster machines and increased production. This was a logical
development because newsprint was one of the cheapest paper grades made, and because it
was required in large quantities. By the early twenties, British-owned mills independent from
newspaper groups had become rarities, and the British paper industry was on the whole
dominated by newspaper owners. Established papermakers like Albert E. Reed, along with
newcomers like Eric Bowater, built large newsprint empires by the end of the 1930s. In
Scotland, large producers included Inveresk Paper Company and Tullis Russell. In 1928, the
total production capacity of newsprint mills in Britain had exceeded 650,000 ton, but only
about 100,000 ton was produced by newsprint manufacturers independent of the publishers45.
After the slump of the 1930s, the living standards started to rise, and there were plenty
of potential customers. Between 1930 and 1937, the Daily Mail was ousted from first place
among the dailies both by the Daily Express and the Daily Herald. By 1937, each of these
three papers reported circulation figures above two million. Among the Sunday papers, the
News of the World and The People reached over three million readers. The British acquired a
reputation as the keenest newspaper readers in the world46.
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In 1935, British production of newsprint stood at 857,300 ton, which furnished 38.1%
of the total production of paper and board (2.25 million ton) in that year. The newsprint
imports were, in 1935, 366,000 ton and exports 70,400 ton. The total of 1.15 million ton of
newsprint was available for use in the UK47. With that figure, more newsprint was being
consumed per head of the population in the British Isles than in any other country of the
world48. The war changed it all, and in 1950, the consumption of newsprint in Britain was
46% less than in 1939.49
In spring 1940, the Germans conquered Norway and blocked all trade between
Scandinavia and Britain. Wood pulp and newsprint imports ceased from that direction until
Germany was defeated, and all future imports of both commodities would have to make the
long, hazardous passage across the North Atlantic. During the Second World War, the price
and quality of raw materials, being under government control, were not open to negotiation.
Above all, output was severely restricted. The British paper mills experienced a number of
difficulties in the years during and following immediately after the war. A rising demand for
paper was frustrated by the weakness of the economy. There was no adequate source of
domestic raw materials, and lack of dollars prevented the import of either of raw materials or
of newsprint. In the world market, there was a general shortage of pulp. There was also a
general shortage of coal and labour. Paper control measurements continued until 1950 when
the paper industry could determine its own selling price50.
The Empire dominated the geographical horizons of British trade after the Second
World War. Paper and board imports rose from 1949 to 1959 159.5% (table 2). The major
importers were Canada, the global leader in newsprint production51, along with the Nordic
countries (table 3).
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Table 3. Imports of paper and board by country in 1959 (cwt and %)
cwt
Canada
Other Commonwealth countries
and the Irish Republic
United States
Finland
Sweden
Norway
W. Germany
Netherlands
Belgium
France
Austria
Other foreign countries
Total

%

8,736,846
475,206

36.3
2.0

3,274,843
3,675,145
3,609,334
1,445,781
193,204
2,338,025
51,452
57,330
52,684
163,832
24,073,682

13.6
15.3
15.0
6.0
0.8
9.7
0.2
0.2
0.2
0.7
100.0

Source: Accounts Relating to Trade and Navigation of the United Kingdom

The main bulk of the paper and board exports went to the English-speaking world. In
1959 the major export countries were Australia (33.4%), New Zealand (11.7%), the Union of
South Africa (9.1%) and the Irish Republic (5.9%) (table 4).

Table 4. Exports of paper and paperboard by country in 1959 (cwt and %)
%
Commonwealth countries
Ghana
Nigeria
Union South Africa
Rhodesia and Nyasaland
Tanganyika
Kenya
India
Pakistan
Singapore
Federation of Malaya
Ceylon
Hong Kong
Australia
New Zealand
Canada
Jamaica
Trinidad
Others

cwt
3,705,220
77,282
181,382
445,862
76,677
14,948
58,260
71,747
27,777
38,384
48,403
92,407
30,903
1,633,640
570,934
38,489
57,460
47,690
192,975

75.7
1.6
3.7
9.1
1.6
0.3
1.2
1.5
0.6
0.8
1.0
1.9
0.6
33.4
11.7
0.8
1.2
1.0
3.9

Other English-speaking countries
Irish Republic
Egypt
Burma
United States of America

391,182
291,175
4,846
14,083
81,078

8.0
5.9
0.1
0.3
1.7

Continental Europe
Sweden
Norway
Denmark
W. Germany
Netherlands
Belgium
France
Switzerland
Italy

493,714
74,130
21,586
58,851
67,650
95,778
73,914
51,983
18,625
31,197

10.1
1.5
0.4
1.2
1.4
2.0
1.5
1.1
0.4
0.6

Argentine Republic
Other Foreign Countries
Total

25,050
277,926
4,894,092

0.5
5.7
100.0

Source: Accounts Relating to Trade and Navigation of the United Kingdom

Imports of raw materials rose also rapidly. In 1919 the total imports of raw materials
were about one million tons but doubled in quantity by 1929. The share of wood pulp imports
of the total imports of the raw materials were constantly over 80% (table 1). The biggest
importers of wood pulp were the Nordic countries. For instance, in 1929 1.3 million tons of
wood pulp or 80% of the total raw material imports were imported from the Nordic

countries52. Domestic wood pulp production stood at 209,000 ton in the same year53. By
1959, the British papermaking industries imported over two million tons of raw materials54.
For instance, within the Bowater Organisation, the sources of supply were in Scandinavia for
mechanical pulp and in Newfoundland for pulp wood and sulphite pulp55. The early esparto
and wood pulp preparation plants established in Britain during the interwar period did not
survive the post-war period but were closed down by the end of the 1950s as they could not
operate economically56. By 1960 the paper mills in Britain depended for survival almost
entirely on foreign imports of wood pulp.
Into the Common Market – 1960
In 1960 formed Common Market in the form of EFTA abolished import restrictions among
the member-countries, who however retained their autonomy in deciding their separate
national tariffs against imports from the rest of the world. Compared to the removal of
protective tariffs a hundred years earlier in 1861, the situation was more serious for the
British papermakers, because the Nordic producers operating in the Common Market were
now in a much stronger competitive position compared to them. British paper companies
were under great price pressure due to the increased imports by the Nordic paper producers.
Consequently, there was great deal of rationalisation and mill closure in the 1960s as
producers lost their faith in their business environment. There was no single reason for the
closures; they were due to intensified competition in the domestic markets, diversification of
the production, the lack of abundant domestic raw material as well as factors arising from the
global market situation.
In an attempt to maintain its competitiveness against overseas producers, the British
paper industry was forced to operate on low-profit margins. This prevented major
investments in new plants and machinery suitable for reprocessing greater proportions of
waste paper until the 1990s. Further, the need to modernise the industry was delayed by the
continuation of protection for the first 15 post-war years, and this proved too overwhelming
for the survival of the British-owned paper industry in the changed global business
environment.
52

TN, 1929.

53

LN, 1938–1939.

54

TN, 1959.

55

Reader 1981, 209, 245.

56

Hills 1988, 142.
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