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THE SYSTEM OF EXCHANGE CLEARING AND 00lv1PENSATICN 

AS APPLI.ED BY FINLAND. 

I. The Origin and Character of the Exchange Cleo.ring 

System Adopted by Finland. 

1. The exchange clenring system though in itself 
Ionly a new method in the liquidation technics of inter-

na.tiono.l payments is frequently considered o.s n po.rt of 

the "commercial policy11 of the country applying the oleo.r--

ing system; the 11 commercio.l policy" being employed in this 

connection in the modern and the wider sense of the word. 

This may be true in cases where the clearing system, 

especially o.s applied by the exchange restriction countries, 

has been partly deto.ched from its original objects, o.nd 

nctuo.lly becomes un instrument of the cornJJ1.ercial policy of .. 
the countries concerned, In view of this correlo.tion between 

the clearing systems and the commercial policy it would 

seem proper to give a brief survey of the principal 

characteristics of the Finnish commercial polity before 

entering upon the actuul subject of this · study. 

2. In o nutshell, it mo.y be snid that tho cornmorciel 

policy of Finlnnd since her independence ho.s, on the whole, 

romnined faithful to the principles of unrestricted tro.de 

based on the Most-favoured Nation Clause. These principles 

of unrestricted trc.de remo.ining still valid, it mny further 

be stated that those measures of Finnish commercial policy 

which seemingly conflict with the above mentioned, hnve, 

for one ronson or another, been foreed upon Finland by 

external circumstances. Consequently, those bilateralistic 

moc.sures whi eh Finland in certain cc.ses ho.s be en compelled 
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to o.dopt, a_o not in c..ny sense hc.ve their source or 

origin in o.ny Finnish 11 systemt1 They have simply been• 

o.c cepted c.s necesso.ry evils, which, however, f'or the tiri10 

being, must bo endured in order to c.void still greo.tsr 

evils. Of 1}.~,;,-~erG.1 o.rrc.nc;c _cnts ndoptcd in ccrt .'j_n c:-.scs by tllo 

F1nnish commorcio.l policy, the clearing system constitutes 

the r.12 s t importo.n t . 

3. Owing to the general inability of the exchange 

restriction countries to settle their debts, even those 

of cornmercio.l cho.ro.cter, by cm effective transfer of 

currency, there gro.duc.lly c.rose situation which three.toned 

to result in o. genero.l "freezing" of Finnish commorcio.l 

o.ssets in those restriction countries . To counter this 

dc.ngcr, the system of clearing was o.ccepted, c.s wo.s the 

co.so with mcrny other creditor countries. This system h2-s 

remo.inel, ns fnr c.s Finlo.nd is concerned, simply o. measure 

of paynent tochnicnl chnrc.cter, every niH of comr:aercio.l 

policy being excluded from the very beginning . 

4. This, however, does not deny the influence of 

tho cloo.ring system upon the tro.de subjected to the system, 

c..lso o.s fo.r o.s the cleo.ring trc.de of Finland is concerned . 

On tho contrary, o.s will ue seen from To.oles below 

(Soc . V : 3), there hns c.ppeo.red, o.s 0. consequence of the 

cler,ring proceduro, Q distinct tendency towurds D. certain 

equi librium in the relc tions between Finlcmd o.nd her 

''Cloe.ring countries 11 , this, of course, being ma.inly due to 

the compulsory bil.::1toro.l structure of tho cleo.ring system. 

Owing to tho cho.ro.cter of the Finnish cleo.ring 

system o.nd the mode of its npplico.tion a question such 

o.s tho Finnish clearing policy should not be included in 

the present Hemorc.ndum . Consequently, tho survey from now 

on co.n be concontrc.ted upon the technicc.l o.spects of the 
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oxch,~r.i.ge clof'.rinG sys tcm. cts o.ppli od in Finland. On the 

other hcnd due spfi.co must be given to somo brief romnrks 

concer:iing the cori1r::1Grcir.1 offe cts of the sys tsm . 

I T~ • 

1. Th3 excho.n0 e cloc:1.riEg Gys tem v2.s in t·od.ucod in 

the co-,::.r.1 crci2-l rclo.tions of Finlc.nd by o.n c.groornont signed 

with Es tonio. in M::..y, 1933 . Tho sutsoq_uent iwprovcm.cnt in 

Estonia.' s supply of foroi gn oxch\1r,ge, hewover, onnbled t::.10 

two com:."t:cics to d~_.:;ponso with the clcc.ring procoss o.nd 

gradu~lly to ~cstoro ordincry froe trc.nsfer conditions 

bctwocn t!-ion from the beginning of 1936 onwc.rds. The 

1eloC'.1 lng c.groei'Y:.cnt signed with Rouma.ni a. i n December , 1935, 

rms si:-i:dlo.rly cc.ncolled in September, 193? ; since then 

pc.ym.onts c.re offcctod by moc..ns of tro.nsfors in froc 

curronci:::s botwocn the tvrn countries . On the other hc..nd , 

the cloc.rinc; o..grccne:mts concludod vri th corta.j_n other countries 

ho.vo romo.ined jncl.ispcm:o.blo, c,s those coun~rios ho..vo so 

fc.r boon unc.ble to ~bolish tho oxcha.ngo res~rictj_ons • 

.At prosont clec.ring o.grecrncn ts oxis t bs tr;oon rinlo.nd 

nnd : 
Dc.te of Si13,...,_c.ture 

Gorma.ny Oet . 2 , 10J4 

rrurkoy Juno r::o , 1936 

Itc.ly Sopt. 28, 1936 

Pu.lgc.rin Oct . 2?, 1036 

G2.·ccco Nov . l?, 193? 
,. Li thu2nic.. Aprtl 12 , 1938 

Tlloro '"'..ro o..lso cortnin regulations concerni ng pnyments 

in respect of gooas rnanufc..cturcd or produced in Spuin c.nd 

imported into Finlnnd . 

2 . In proceeding to c. closer ro•l i ow of the contents 

8.nd the provisions of the cloa.ring ngrecmonts o.t present 
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in force between Finla.nd o.nd the countries mentioned o.bove, 

o.ttcntion must in the first plo.ce be po.id to the 

ne;rccmen t be twoen Finlnnd c..nd Ge~o.ny . The o.greemen t of 

1934 uhich is, with minor altero.tions, still in force, 

covcr3 ell pc..ymonts (including o.dvo.nces) a.rising out of the 

m.utuo.l trc.do in cmr.JY.Od.i tios produced or ma.nufo.ctured in 
11tho contro.cting countries. Tho cleo.ring origin" of tho 

commodJ.ties is sto.ted by the customs-officic.ls of the 

imP.orting country cccording to the regula.tions in forco in 

thnt country. Trnnsit trnde is excluded. On tho other 

ho.nd, the ngrecment provides for a.11 rcmitt~nces for 

freight, insur~nce, foes, cor.:rrnissions, expenses of commcrcic.l 

trc..vollers o.nd other similar requirements a.rising out of 

the trc..de betuecn the two countries. It is estimo.ted tha.t 

tho sum of those o.ccossory costs c..mounts to 6 % c.pprox. 

of the toto.l dobot clearing circulo.tion of the Finnish-

Gormc..n cloa.ring o.ccount in tho Ba.nk of Finlo.nd. A cloo.ring 

o.ccount is kopt in both institutions in cho.rgo of tho 

cleo.ring: the Bnnk of Finlnnd nnd the Reichsbo.nk, Deutsche 

Vcrrochnungsko.sse. The cloa.ring nccount beo.rs no interest. 

The unit for clec.ring tro.nso.ctions is Finnish mtirkko. . 

Debts oxprossed in other currencies must consequently be 

converted into Finnish mnrkka.s in Finla.nd o.t tho lest 

selling rate of the Bo.nk of Finlo.nd, Gnd in Germuny 

(vio. Roichsmnrk) on the basis of the lust nverago re.to 

of tho Borlin Stock Excho.ngG. The debtors puyment offcctod 

in cccordnncc uith the above stipulations to the clearing 

ngcncy of the debtor 's country is rognrdod ns c proper 

disch~rge of the debt concerned. 

The Agreement furthermore conto.ins provisions for 

tho direct scttlcr.10nt of carte.in contentious debts which 

in sor:1e cc.sos co.n be [;rD.ntcd . This, however, requires o..n 
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o.utho:::izo.tion given by joint agreement between both cleo.ring 

instituticns. 

As far as Finlcnd is concornod, there still are 

provisions stipulc.ting tho.t of all tho sums pa.id on the 

clearing account in the Bc.nk of Finlc.nd, a. certo.in 

proportion must be placed et the free disposal of the 

Rcictsb'.J.21lc. As to the techni co.l o.ppli co. tion of tl e agreement, 

it is stipulo.tod tho.t, should cleo.ring funds avo.ilc.ble in 

the Bank of Finland be insuff i cient to puy all Finnish 

exporters, preferential treo.tment is to be given to tho 

extent of 50 % of pnyrJents thnt arise out of exports of 

Finni:1h butter and cheese, rcnitto.nce for certain nccessory 

comr:iercinl fees o.lso being given priority . 

Roumc.ni..o.. The cloc.ring o.gremnent, concluded with Roumo.nio. in 

December 1935 but cancelled in September 1937, stipulntod 

c cl co.ring rocl<oned in s torling c.nd covered nll po.yments 

arising out of trade between the two countries . In addition, 

the o.ccessorios, such c.s fees, commissions, etc . wore 

sub j ected to the cleo.ring treo.tt10nt . Owing to tho m:i..rkod 

discrepancy in the tro.de concerned in the foITJ. of a 

strong Rouno.nic.n export surplus, the o.greemen t s tipulc. t cd 

tho.t 35 1~ of c.11 pc:ymcnts me.de on the clearing o.ccount 

by Finnish debtors were to be plc.ced in effective sterli ng 

at tho free disposal of the Nntionnl Bc.nk of Roumc.ni o. . 

Since 1937 po.yments are effected in free currency . However, 

there still rcmo.ins o. clearing bo.lo.nce in favour of 

Roumc..nin to bo grnduo.lly settled through Finnish exports . 

Finnish exports to Roumo.nio. up to the present ho.ve in 

fact, boon puid out of those balancing funds . 

Turkey . Tho cloo.ring c.grccmont bot-riecn Finlc..nd and Turlrny
----"-

co.no into force on July 1st, 1936 . The agreement provides 

o. sterling clearing system to cover ~11 ~omm.orcio.l payments 
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between the two countries, Costs nnd commissions nrising 

out of the cleoring trnde nnd due by exporters to their 

represen·tntivos in the other country must nlso be settled 

through clooring. The clearing uccounts nre accordingly kept 

in sterling. Comm.ercio.l debts in Finnish mo.rkko.s or Turld 8h 

pou~~s respectively nre convertod to sterling in Finland 

at the official rates of the Bank of Finland, nnd in 

Turkey . nt the official rate of the Central Bonk of the 

Republic of Turkey. Debts expressed in a third currency 

o.re converted into sterling at the last knovm sight 

selling ro.te of London. The c. greement vvi th Turlrny contains 

provisions concerning private compensations which, except 

for tobncco of Turkish origin, mo.y be granted by joint 

o.greement bot,;10Gn the clec.ring institutions of both 

contro.cting countries. 

Itnly. ~he clearing system introduced betwoon Finlnnd and 

Italy by the provisional agreement in Ncvember, 1936, nnd 

the additional protocol in December, 1937, is somewhat 

unusual. In actual fact the system of payment regulctions 

applied here is in a sense twofold. 

The clearing proper, covering all the payments due 

to Finnish imports from Ito.ly, is applied up to a fixed 

a.mount only in settlement of payments a.rising out of 

Finnish exports to Italy. For the amount by which the 

funds on the clenring account in the Bunk of Finland 

exceed the value of the above fixed Finnish clec.ring 

exports, Italy hns pledged herself to buy Finnish chemical 

woodpulp. Should Itc..lia.n purchc.ses of woodpulp exceed the 

funds a.vailable in the clearing account, the difference 

is paid through trnnsfers in free currency. Thus, in order 

to prevent tho accm1ulntion of n heavier adverse clearing 

bole.nee c.nd to mc.intnin some scope for the free  



of tro.de, the Finnish-Ito.lio.n clec.ring is, to o. certo.in 

extent, supplerr-.ented with the system of effective tro.nsfer. 

~rhe teohni cs of this mixed system according to the 

two o.greements mentioned Qbove run on broo.d lines ns 

followG: Both the Finnish markkQ and the Ito.lion Lire 

a.re to ne rego.rded 0.S cleo.ring units . Therefore, the ro.tes 

for cleo.ring operations o.re in Finlo.nd the officio.I ro. tes 
. of the Bo.nk of Finland o.nd in J'.to.ly the offi cio.l ra.tes 

o.pplied by the Instituto No.zionnle per i Co.mbi con 

L'Estero. Corresponding to the two-curl'ency system, Q special 

clearing rnte of Finnish rnarkkc to Italian Lire is quoted, 

by n joint o.greernent between both cleo.ring o.gencies o.s nn 

nctuo.l base for the working out of the clearing. Owing 

to the provisional no.ture of this ro.te the o.greement 

furthermore canto.ins o. special clcuse stipulo.ting that the 

debtor's payment into the clearing agency of his country 

is considered o.s discharging his clearing debt only when 

the creditor ho.s received the toto.l a.mount claimed. In 

both countries the sums paid in by importers are entered 

in o. "General Account 11 , the bo.lnnce of which is established 

by both cleQring bodies every two months. If the bo.lnnce 

in fo.vour of Ito.ly exceeds 3,500,000 mo.rkko.s, the surplus 

is transferred into o. "Special Account" opened in the 

Bnnk of Finland. On the other hand, if tho bo.lo.nce 

esto.blished o.ppeo.rs to be less than 3,500,000 rno.rkko.s, the 

difference is transferred from the funds of the "Specio.l 

Account" into the nGenero.l Account 11 The c.ssets of the• 

"Special Account" a.re utilised for po.yment of the Finnish 

chemical pulp exported to Italy but exeaeding the 

bi-monthly clecring quota.. If tho funds of the 11 Spec.t. . 

Account" aro insufficient, the rest is paid in free 

currency. 

1 
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Tho agreement hetwoen Finlo.nd o.nd Bulgc.rio. of 1936 

j_s bOZG(:. on the system of privo. te compensation. The sys tor,1 

covers c..·, J_ p:ty_J.ents c.rising out of comrnercia.l trnnsc.ctions 

betwcon the con tro.cti.ng countries . In o. ddi tion, tho provisions 

of the o.g.ree-;:nont o.re c..pp lico.ble to Bulgo.rian goods v:hich 

are on cons:Lgi.:1ent nbroc.d, this however, is subject to tbo 

consent of the Bul gc. rio.n exporter concerned . The o.ccount 

opened f or the working of the cor:rpons" tion operations is 

lrnpt in Finnish 1210.rklms. 

Groo co. The c_eo.ring o.greemont with Greece which co.me into 

force on Dec enber 1st, 1937, provides only for the 

settlement of pa.yraents a.rising out of Finnish tro.nsit 

i mports from Greece . Moa.nwhile, po.yments relo.ting to direct 

tro.do c.ro to be effected in fre e excho.ngo . The cleo.ring 

syst em hc.s therefore been o.dopted norely in order to 

promote direct c or.1r10rcio.l intercourse o.nd direct po.yments 

betncon the contro.ct ing countries. Tho cleo.ring cccounts 

a.re carried in sterling. The o.grecmont furthermore conto.ins 

provisions stipulating that privo.te compensntions, v,ith tho 

oxc option of Greek tobacco, may be authorised by joint 

o.grecrn.ent botwcon the clearing bodies of both countries . 

Lithuenio. . The cleo.ring c.grocment between Finlc.nd end Lithuc.nio. 

co.me into f orce on I\ o.y 1st, 1938 . Tho o.greemont constitutes 

n starling clenring system of the normal typo to cover 

nll comnorcinl trnnsnctions between tho contro.cting countries . 

Tho a.groomont nlso provides for private compensation which 

co.n bo o.u thoriZed by j oint o.groement botvf8on tho Bo..nk of 

Finlo..nd o..nd Li e tuvos Bnnkns respoctivoly . 

Spa.in. Cortnin noa.suros concerning the trndo with Spnin h~vo 

boon introducod by Finla.nd in blocking the po.ymonts a.rising 

out of i 1:iports into Finla.nd of goods produced or mnnufe,cturod 

in Spo.in . Q1,1ing t o tho purely pr o vis iono.l chc.ra.c tor of 
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these emergency measures ecdoptod by Finlo.nd i n the sc.no 

wo..y O!} cy e:rn::y o·~:.rrn:;~ countr·ics r1eI'ely in order to so.feguo..rd 

cormercio..l cJ.o.i-o.s fl'OZ8n in Spcin, more deto.iled revj_cd 

of those ncasures n~y be dispensed with. It is to hopo 

tho.t candi tinns in Spa.in ?.ill C'..S soon c..s possible perLli t 

return to nornc.l conditions in the com.11.ercic.l relc.tions 

between the t~o countries . 

III . The Technical 4.12.J21i cc. tion of the Excho..nge Clearing 

System in Finland . 

1 . As c.ppeo..rs fron Section II, c.11 the clenring 

c.greer_ents concluded by Finlnnd are Govermnenta l agreer:2..ents . 

Thus, they o..pply to the customs territories of the 

contrc..cting countries . Their scope covers o.11 mutunl trc.de 

in ccrmodi tios produced or mc.nufc..ctured in the countries 

concerned . Tho body cho..rged uith the execution of the 

various clec.rings in Finland is the Bank of Finland, where 

the o.pplicntion of the clearing is concentro.ted in o. 

specio.l aloe.ring depc.rtrn.ont established for tbis purpose . 

Tho clearing technique c.pplied by Finlnnd corresponds 

in the ma.in nith that usually nccepted in other countries . 

The suns po.id by Finnish inporters in mo.rkkn.s a.re duly 

received c.nd , in conformity with the cleo..ring agreGincn t 

concerned, onterod in the different clonring o.ccounts under 

nn cdvice to the clearing body of the contracting country . 

C~rresponding y, the Finnish exp0rtors a.re pcid out of 

the funds consti tutod by tho Qbove po.yments of the Finnish 

inportors . PL,3'T1cnt of clearing rcmi ttcnces to the Finnish 

oxportors is nado in chronological order according to the 

rocoipt of tho ~dvices drawn by the clearing body in tho 

country of purch~so, and also tc the extent permitted 

by tho funds available in tho clearing account concerned . 

https://Finlo.nd
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.As a.lreo.dy mentioned, every po.-yment to o. Finnish exporter 

is bo.sGd on Gn c..dvice duly received, thus ensuring thnt 

in the other country the corresponding importer of Finnish 

goocls hns rcmi tted to his clenring body the a.r.1ount which 

he owes to the Finnish ex.porter in question, Thus, in 

Finnish cleo.rlng the syster.i of o.utoma.tic c.dva.ncing is no t 

o.pplied in cns e of an o.dverso clearing bo.lo.nce, Fino.lly, 

it should be noted tho.t in every individuo.l clec..ring thG 

tochnics of npplicntion vo.ry in some degree o.ccording t o 

the specio.l stipulations in the cleo.ring a.greemont concerned. 

2. While the gono ro.l ['.ppli ea. tion c.s such should be 

rogc.1.rd.0d o.s 11 normo.l", the Finnish systora of clonring control 

r.10.y be considered c.s somewha.t unique, In short, the syston 

runs o.s follows: 

In receiving po.yments ma.de by tho Finnish inportors 

f or their clec.ring debts, the Bnnk of Finlo.nd issues a. 

receipt fo;r: ench po.yE1en t or correspondingly sto.mps the 

invoice covering the clearing debt as pnid. The receipt 

co.n be issued or the stamp furnished c.lso by a. Finnish 
. 

J'oint Stock bc.nlc in cc.se the i1:1porter through tbo.t bo.nk 

hc..s affected thG corresponding po.yaent to be duly f or rm.rdod 

to the Bo..nk of Finlc.nd. Such receipt or stc..mped invoicG 

0onstitutes a. proper discho.rge for the nt1ount specified 

therein. The receipt or stcnped invoice must be presented 

by the inportor t o the Cus tor:1s, when the goods concerned 

cro clo2rod. In cnse goods o.re cleared before po.yraent hc.s 

boon nndo, a. copy of the invoice, together with en undor-

to.king tho.t pa.ynont will be no.de to tha Bnnk of Finland 

vii thin a. specified tinG, nus t be supplied to the Custor.1s. 

The invoice \7i th this undeTto.king is returned when the 

original invoice duly sto.npcd or n receipt for tho pnyr.1e~t 

is presented to the Custons. In the CClSO of po.yncnt 
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not being no.do within ths ti•:::w specified in the undc:!.'-

tc. dng, cm c.otion is brought ago.inst the ir.1po1·tor by rule 

und precodcnt. 

'I.1his control s~-ston ho.s o. certc.in influence on tho 

trc.de subject to cloo.1·:tng, nore pQrticulo.rly on the ir~pc rt-

si C.e. This, hor;over, is o. quosti on to be dis cuss8d in 

ScctlJn IV bcloTI. 

3 Spocio.l r.1ention should be r.ia.de of the sys tE::m cf 

This s-: ster.i. is in spocio.l cc.sos r.pplied. 

in Finnish clorwing pro.ctico in order to perr:1i t of s ane 

occc.siono.l tri::mgulo.ri ty of the cleo.ring t:ro.de. The systen 

is of courso purely c.. no.tter of tocltf.\ics c..nd is by no 

nouns to be considered as o.n exception to the cloc.ring 

principlos; it is nn c.rro.nger;ient vvi thin the fro.nevrork of 

ordinary clearing. 

It is o. r.w.ttor o f fc'cct tho.t for the sr.rooth r1crking 

of the cloo.ring systcn, bilo.tero.lisn in the co rresponding 
. 

trnde beconcs Q necessity . It is nevertheless evident thct , 

t o o. certo.in extent, mu.,,: .>.lat~n\15.~.n rena.ins indi sponso..ble. 

This is tho cD.se ospccio.lly when o. certo.in cor.modity 

produced in c. cloo.ring country is purchased by o. tJho le-

so.ler in third coun try C'..nd resold t o Finlc.nd. In this 

ca.sc, po.ynont nus t be no.de in the respective Finnish 

alee.ring. On tho other ha.nd, the Finnish inportcr ronnins 

c. debtor t o the interncdia.ting nholesalcr in tho tl1j::rd 

country, ·who. in his turn owes the original price of the 

cor.1r.1odi ty to the exporter in the cloo.::'ing country . The 

r.i.ntter is further conplica.ted by the feet t o.t tho price 

owed by the Finnish inportor no.turnlly exceeds the ori c;ino.l 

pri co of the cormodi ty, tho excess representing tho costs 

nnd profits of the int.orned j_o. ry in the third country. 

Undeniab ly the interest cf the internedinry c.s such 
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should be rcopectod. On tho otuer hend, however, cleo.ring 

essontinJ.ly co::1tc.ins tho principle of direct settlenent of 

poynents betvwen the country of so.le and thG: country of 

purchase. B8sidec the fnct that o. nodification of clearing, 

in c1 cler to DQlrn possible o. trio.ngulo.r pc.ynent, would 

thus cc,nfli 0t 17i th the lea.ding principle of the cleo.ring, 

it ;,-:ould f·~rthernore give o.ddi tiono.l opportunity for clenrinc 

leo.ko.gos by noo.ns of fraudulent invoicing etc., and thus 

oventu.clly co.use o.dvcrse discrepctncies between the clearing 

bnlcnce and the corresponding bo.lo.nce of the cleo.ring t~Qde 

itself.'. 

In order to reach o. just solution of this conplico.t-

ion, in pc.rticu.lo.r, to secure tho obvious econonic 

o.dvo.ntO.GOS of the trio.ngulQrity for o.11 of the three 

po.rticipo.ting ccuntrios, o.nd, on the other ho.nd, in order 

siriulto.neously to no.into.in o..n unconditiono.l respect for the 

clearing provisions in force, the interim account systen 

nns introduced to conplete the Finnish clearing tochnics . 

Thus in corto.in cases tho Finnish inporter of 

cleo.rinG cor.rr.1odities sold to hin by o.n intermediary is 

authorized to po.y the total o.mount of the intornedio.ry's 

invoice on nn intorin cccount to the favour of the 

rospoctivo into~:.1edio.ry in a third country . This account 

is tochnic~lly o.n o.ux~lio.ry account to the respoctivo 

ordino.ry cloo.ring ncccunt . As fnr QS the Finnish debtor 

is concernod, t .. 0 po.ynent thus effected is considersd 

proper clco.ring po.ynont constituting o. dischnrgo of his 

debt . 'rho po..y-l:1cnt rccoi ved is cdvisod by tho Cleo.ring 

Dopnrtnont of the Bnnk of Finland, to tho corresponding 

in\;ornodio.ry ni th the requost for exo.ct inforno.tion of 

his dobt to the originnl exporter in the Finnish cleQring 

country, this in:::'o:rnc. tion to bo confirr:iod by c.n originc.l 

https://in\;ornodio.ry
https://ordino.ry
https://o.ux~lio.ry
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• i nvoi cG or ott ::;:• con1x..:ro.blo docur:J.Gn t. The equi vc.len t of tLo 

original price clo.iuod ~J ~1 oz:poJ:>te:r in the cleo.ring 

country is then tro.nsferred in due course by the Bc.nk 

j_n o:nl.ina.ry clearing, cmd the r eno. inder placed n t the 

ciisp0r-.c.l of tl:e internodio.ry c,s r epresenting his costs 

o.nd :rrc f i t,s c 

In order to prevent o.ny possible fro.ud concerning 

clearing , the illrnunt of this gross profit, however, should 

be ocononico.lly justified. Thus o. diff er ence exceeding 12 % 
of the c.nount pc.id by the Finnish i nporter is not 

genero.lly o.ccepted by the BQnk of Finlo.nd for placing et 

t G dJ.sposa.l of the internedio.ry. 

V.Jhen cons idering the systen of interin a.ccounts in 

gcnG:i'.'CLl, it Ell.St be enphc.sized tho.t this is c.pplico.ble 

only in thoso spocia.l cc..s es v1hore this kind of II cloo.ring 

r.1odi ficc. tion" c.nd the corresponding tria.ngula.ri ty in co.su 

c.ppeo.rs to be in tho obvi ous interest of o.11 the 

pnrticipnting countries. 

1 s such, t he interin o.c count sys ten a.s c. node of 

Finnish cloo.ring t echnics gives expression t o the trend 
Ichc.ro.cteristic of Finlo.nd' s cor:merci o.l policy in general, /. 

tho tendGncy t o nc. inta. in c.nd secure a.s far o.s possible 

the froo nulto.ngulnrity in hor f oreign tro.de. 

IV. §.y~yen of Privc- te Conpenso. tion.• 

Privo.te conpcnsa.tion r epr esents the nost prinitive 

forn of interna.tionc.l trnde. As bo.rter, it contcins tho 

sinplo oxcha.ngo of c. givon quc.nti ty of n certo.in cor.1IJ.o di ty 

f or a gi von qucmti ty of c.nother car.mo di ty . Thus, in 

c<Jnpcnsa.tion o.rro.ngencnts, no n cney is tra.nsferrod . 

1. In tho p~rt of Finnish f oreign tro.do Tihich is 

subjoctod to rociproco.l po.ynont regulc.tions, the syston c f 

https://certo.in
https://Privo.te
https://nc.inta.in
https://Finlo.nd
https://c.ppeo.rs
https://tria.ngula.ri
https://ternedio.ry
https://Finlo.nd
https://internodio.ry
https://o:nl.ina.ry
https://docur:J.Gn
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pri vc. te cor1penso. tion is o.:pplied to sor.ie extent a.long Hi th 

the or~iunry cleo.ring, by including provisions to th~t 

effe et in the cor1°esponding clca.rir-.g ugro0·.:icnts. Thus t: c 

o.grem1ents conelucled with Turlrny, Greece a.nd Li t:!J.uc.nio. 

contt..,~.n specio.l clo.uses dea.ling with the o.pplicr!tion of 

privQte conpensutions. The o.gTeement with Bulgo.rio., on the 

other hand, is vJ:iolly bo.sed on the system of conpens8.tion. 
the o.gr:esnent2a ConseQuently in Finnish pro.ctice 

the ordino.ry cleo.ring s~~s ton c.ndvii th Bulgo.rio. excepted 

the systen of privo.te conpenso.tion in o. sense overla.p one 

another. Although the two systcns were originally ccnstructo~ 

to pursue identico.l ends, t eir sinulta.neous o.pplica.tion, 

hoTiever, ea.uses certo.in reno.rko.ble inconveniences owing to 

the essentio.l differences between these systens principo.lly 

in their technicc.l structure. 

The ordinary cleo.:i:-ing system is oc-J J.oct:i.'7"'e in ...~,----~~ 
cho.ro.ctor. In other words, cleo.ring rigorously excludes 

0very other transfer nethod nnd subjects o.11 the pcyr1ents 

fo.lling ui thin its scope to o. globo.l o.nd eQuo.l li QUida. tion 

treo.tr.1ent . Thus, for insta.nce, if the cleo.ring liQuido.tion 

owing tc o.n o.dverse cleo.ring bo.lo.nce co.nnot be 

innedio.tely offectod, the cleo.ring remitto.nces a.re treo.ted 

in chronologicc.l order o.ccording to their 11 cleo..ring a.ge" . 

The systen of conponso.tion in turn, is bnsod upon 

withspecio.l o.rro.ngenents . When o.pplied sim.ulto.neously 

cleo.ring , privcte conpen30.tion sinply neo.ns thnt certain 

exports o.nd contentious inport tro.nso.ctions a.re exclud8d 

fron the ordinary cloa.ring treo.tnont o.nd liQuido.ted 

In co.se of cleo.ring delo.y, cam.pen.so. tionsopo.rctely . 
conseQuontly noo.ns preforencio.l treo.tnent of the po.yncnts 

a.rising out of conpenso.ted exports . This is due to the 

fa.et tho.t conpenso.ted inports o.re enployed for o. direct 

https://cam.pen.so
https://certo.in
https://privo.te
https://ordino.ry
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settlenent of conpenso.ted exports, without to.king into 

considero.tion the chronologico.l cleo.ring order in general. 

In the liquidntion treo.tnent, a certain discrininntion 

is co.used by conpensotions ulso owing to the fnct thut, 

as privc.te conpensntions can usuolly becone renunero.tive 

only ·when no.de on o. conpc.rutively la.rge sea.le, po.ynents 

;, a.rising fron sno.11 COL1r18rcio.l tro.nso.ctions a.re left un-

settled. · 

In both the o.bove respects the o.pllico.tion of 

privo.te conpenso.tions thus I:1eo.ns tho. t in the co.se of o.n 

o.dverse clearing bo.lo.nce, i.e. n cleo.ring period, the 

earnoking of certo.in imports for special, direct conpensut-

ion settlenents cnuses o. prolongntion of the clenring 

delo.y o.nd disfo.vours the non conpenso.ted pnynents. 

In order to obvio.te the inconveniences co.used by 

the conpenso.tion systen o.nd to secure us fur o.s possible 

u snooth running of clearing pFoper, Finnish clearing 

o.greenents containing o. compensation clause stipulo.te thut 

the conpensation nrro.ngenents require the o.uthorizo.tion 

in co.su of the clearing bodies of botn the contracting 

countries. By this neo.ns it is ensured thut ordinary tro.de 

reno.ins subject to cleo.ring, and conpenso.tion thus becones 
• o.pplicuble in extraordinary transactions only. In confornity 

with this policy, the Finnish o.greenents with Turkey nnd 

Greece, for instnnce, canto.in provisions stipulating that 

Turkish o.nd Greek tobacco, being the nost important 

connodities inported fron these countries into Finland, 

a.re excluded fron possible conpensa.tion arro.nger:1ents. 

3. On the other hc.nd, it is to be a.dnitted thnt 

tho o.pplico.tion of privnte conpensa.tian is o.t leo.st for 

the tine being, even a.ccepta.ble in certain coses. 

(n) Although the a.pplicntion of conpensntion during 

https://canto.in
https://stipulo.te
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the prevo.lenco of a clearing delo.y, o.s such, is open to 

er .• t.; ''1° ~w1J.. ~- _; ul. ) 1· t •1·.1u~ t' howev::>r) be a.dr1i ttod the. t L1 tl-:o CC.SC 

nf a. vo1:y hecvy r..dverse cleo.ring baln::.1ce the cc-Gponso. ti c, n 

c.rr·o.nr;encn'ts hc;vc proved a.lnos t tho s01~1 r.10c.ns for the 

1 011 nc.inly in irlolves c. po.rtio,.l or to ta.l liquida. tion c f 

certo.in inports ngnlnst frozen o.ssets. 

(~) Furthor , since a hoa.vy clearing balance obviously 

tends to checl<,: the current cloa.:ring trnde, the syston of 

conpons--tion sonotinos bocorl8s tho only vmy of connercicl 

intercourse until the clearing bo.lo.nco is brought tc o. 

rcc.s onc.blc level oi ther by nsa.ns of 11 doblocing11 conponsntions 

or o·chor nrrnngononts. 

Th"is sto.go hns nlnost boen reo.ched in tho Finnish 

trcde with ~1rkey (see Table III C). It is only t o bo 

rogrettod thnt the Turkish nuthoritios do not c.dnit t o o. 

sufficient extant the application of conpensc.tion o.s nocns 

of dcblocation of Finland's fr ozen assets,  tho.t tho 

present o.i:;k,;mrd si tuo. tion in trnde between tho two coun tric~ 

tllreo.tens to becone perno.nent. 

(c) The third a.dvnntcgo sonotinos derived fron tho 

ccuponsntion s sten depends on tho fa.et tha.t in conpensntions 

no nonoy is transferred. As the terns of the trnnsa.cti on 

are thus directly bnsod on the world nnrkot prices of the 

goods to bo conpens~ted, the eventuo.l price difforencos 

cnusod by the discropa.ncy in the ro.tcs of excha.nge in t __o 

tuo coc1pensnting countries can be overlooked. In view of 

the over vcluati on of tho currency in nost cxchc.ngo 

restriction countries this o.spoct of the conponso.tion svston 

is sonotincs devoid cf roo.l significnnce. This, bocauso 

the hm;1pering overprice of the goods to be inported f1·C';.--1 

the restriction country is neutro.lized by the correspondinc 

https://certo.in
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overprice obto.incd by tho contentious conpenso.ti on exports 

of tho free currency country It is in f c. ct nninly fror1o 

this point of view tho. t those co:::1pGnso. ti on o.rro.ngenonts 

should be considoi-·ed, vrh i eh hnve f ound o..pplicn tion in 

Finlnn1's trnde with certc.in South-Eo.stern-Europco.n countries. 

Fino.lly, it should be nent i oned thut thG systcn of 

conpensc.tions owing t o its strictly reciproco.l cho.rQcter 

is Pidoly cppli cd by carte.in restriction countries pursuing 

o. bilc.:.terel bc.lo.ncing of their f oreign trndc. In this f orn 

tho sys tu'.7. cons ti tutes a.n ins trur.rnnt of o.c tive con.Dercio.l 

po licy. This c.spect of the systen is, however, irrolevo.nt 

t o the Fi nnish conpenso.tion systm:i which, o.s explained 

o.bovo, is of n purely t ochnicnl cho.ra.cter. 

V. Effects of the Cleo.ring Systen. 

1. Tho nnin t echnico.l cho.ro.cteristics of tho Finnish 

excho.ngo cloo.ring syston no.y be sur.ID.ed up in the 

f ollowing rono.rks: 

(o.) As enorged fr on Section III, tho cleo.ring 

o.grocnonts of Finlo.nd deo.l only vvi th pnyr,ients a.rising cut 

of cor.~nodi ty tro.nso.ctions between Finlnnd o.nd her cleo.ring 

countries. 

(b) Moro po.rticulo.rly, the cleo.ring settlement is 

confined to goods produced or no.nufactured in Finland or 

in tho cloo.ring country concerned. 

( c) Thus tho trc.nsi t tro.de of the country o.s vmll 

o.s 

(d) tho sottlor.18nt of po.ymcnts concerning vo.rious 

of.._f ipn_n_c_i_n_l__o_r__o_th_e_r__k_i_n_d_...;o..;;f;...__c;__n,..a!p._i;:..t_o....;l__tr_nn_s_f_o_r__c.._r_o_-

exc ludod fr on the cleetring trentment to bo settled by 

ordino.ry means of froo transfer. 

2 . Tho nbovo stntenents, however, do not exhaust 

https://ordino.ry
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tho a.ctuo.l subject. In the f ollowing, thorofore, c.n 

o. ttcnpt is nc-..c1o t o conplete the f oregoing o.nc.lys is ·v;i th 

n study of t:10 q_ucrnti -~o.ti ve effects of tho Finn:Lsh clonrinc; 

ry::: toc.1. 'Iho f ollm-::.ng gcnerc.l res orvation should be ncc,_o 

in ti1is com1oc-:.ii on: 

( n) is obvi ous the. t the a. c tuc.l offects of 

cloc.1'i n.g a.re froq_uontly ro.ther difficult to d6terr.1inc 

ov·.,1ng to tt.o sinul to.neous influence of certo.in other 

rclovnnt fo.ct'Jrs, n ore po.rti culo.rly such o..s inport quotc.s 

o.nd o thor quo.ntito.tivo restrictions of trr.do . 

(b ) Those difficulties bccone even noro obvious uhcn 

cons:i. doring tho. t the cloo.ring sys tern. itself ho.s been 

dcvelopod in the restriction countries to c.n instr11nent 

of their coru.10rcic.l polioies, o.nd tl us is to be rego.rded 

r2croly o.s o.n intogro.l po.rt of the generc..l systcn of 

restrictions~ 

3. In certo.in respects, however, tho effects of ths 

clco.ring sys ter.1 ns··· , such no.y be considered sufficient] y 

obvious o.s to porni t sor.10 specu1.o.tion. 'I'riG trend of the 

Finnish norcho.nd.iso tro.de subject to the oJ.?.!U'ing systor.1 

is shown in the ta.oles below . 

https://certo.in
https://follm-::.ng


I 

TABLE I. 

VALUE OF FINLA1TD ' ,S CL:::ARING TRADE 
ON .AN AVERAGE IN 1926 - 30 .AND IN 1935 , 1936, 1937, 1 938 . 

A. Country of purchase and country of sale. 
B . Country of origin and country of conswnption . 

Finnish Karkkas, .000,000 ' s . 
1926-30 : 1933 1936 

I 

1937 1938 -,---
I IiValue % va:ue : % Value % Value % Value I % 7Clearinp; Trade . . .. . ~. ... .I 

25 . 63 ,18~ . 5, -
Germany + ) 

Roumania 

Turkey 

I taly 

0 
ell Bulgar i a 

I 
Greece 

! Lithuania 

A. 
B. 
A. 
B. 
A. 
B. 
A. 
B. 
A. 
B. 
A. 
B. 
A. 
B. 

: I 

14 . l 3 , 031 . 9 16 . 2 2 , 984 . 9 I 17. 6I 
12.8 I 2 , 726 . 6: 14 . 6 2 , 815 . 8; 16 . 6 

0 . 04 l 
I 

31 . 9 , 0 . 17 ' 16 . 1 : ' 0.09 
0. 07 33. 5 ' 0 . 18! 20 . 7 ! 0 . 12 
0 . 4 33 . 2 0 . 18 32 . 0 0 . 19 
0 . 5 56. 9 . 0 . 3 53 . 2 0 . 3 

I 

I :0 . 6 : 225 . 1 ; 1 . 2 256 . 3 1 . 5 ;0. 6 228 . 0 ! 1 . 2 : 261 . 9 . 1 . 5I 
I 

0 . 03 j 8 . 3 : 0 .04' 4 . 9 ' 0 . 03 
I ,0 . 07 i 14 . 0 0 . 07 12 . 2 0.07 

I 
; ' 0 . 4 77. 6 . 0 . 4 75 . 9 ! 0 . 4 

0. 5 ! 96 . 0 1 0 . 5 112 . 0 0 . 7 
0 . 1 7 l 17 . l : 0 . 09 . 34 . 4 

! 
· 0 . 2 

0 . 1 7 : 22 . 6 0 . 12 32 . 8 0.19 

1,683 . 1 i 
1,509 . 2 \ 

! 
5. 5 i 

31. 9 II 
l

25 . 3 I 
43 . 5 l 

I 
163 . 9 : 
172 . 9 l 

0 . 9 i 
7 .1 ; 

' 22. 8 l 
47 . 1 ! 

6 . 2 i 
7 .4 i 

14. 5 
13 . 0 

0 ,05 : 
0. 3 I 

: 

0. 2 
I 

0. 4 
I 

1 . 4 
1 . 5 

I 

0 . 01 l 
0. 06 1 

I 

0 . 2 i 
0 .4 ! 

l
0 .05 ; 
0.06. 

1 , 920 . 5 
1 ,737.0 . 

5. 0 
8 . 9 

'. 

48 . 2 
67 . 3 · 
76 .6 
80 .1 . 

4 . 3 : 
9 . 3 , 

48 . 6 ; 
69 . 1 ; 
23 . 1 : 
23 . 4 ; 

1 . 2 
-
=·7 1 

I 
82 . 1; 
- ! 

I 

I3 .1 1 
I- I 

16 . 2 1 
- : 

I 
4 . 8 1 - ! 

0 . 01 
-
0 . 02 
-
0 .7 
-
0. 02 
-
0 . 1 
-
0. 04 
- · I \ 

: .lTotal value t ! 
I. I ; : ; I! 

I 

of Clearing i 
f i 

I: I Trade A. 26 .53,296 . 6 1 , 901 .1 l 16 . 4 2 , 126 . 3 15.7 ! 3 , 425.1 ' 18.3 3 , 404 . 5 20.0 
i I 

Ii B. 1 , 819.1 1 15.7 1 , 995 . 1 14. 7 3,177 . 6 ! 17. 0 
: 

3,308,6 19. 5 II - ! -
' 

TOTAL TRADE !12 ,470.9: 100 11 , 584 . 9 . 100 13 , 591 . 6 · 100 18,686 . 1 . 100 17 , 005 . 3 ! 100 

+) Without t he form.er Austria and the Sudetenland . 

., 
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TA3LE II. 
DEVELOR<J~NT OF THE BALANCE IN FINL.Al'JD ' S TRADE •tHTH HER CLEARING COUNTRIES 

IN 1935 , 1936 , 1937 and 1938 . 
Country of o-rigin and co·Jntry of consumption . 

+ Export surplus of ~inJ~nd 
- Import surplus .:,f Fir:lc1.:1d 

Finnish Markkas, OOO,OG0 1 s . 
.. 
II B3.lance in trade 1935 1906 1937 1938 

' t vritli:r----·----------t--- --- -------- ---1 - ------,--- -----
' j II1 

Germany +) 346 . 2 322 . 0 I - 329 . 6 I - 299.2
I ' i R .0Uc.111an1a ++) 29.9 3 . 5 ;' - 20 . 3 14 . 9 

Turkey I + 12 . 5 + 29 . 9 l 
I 

+ 4 . 5 13.0! 
Italy I 

I + 46.3 + 32 . 8 I+ 55 . 0 + 55 . 7 I 

Bulgaria 5.5 7.7 l - 9 . 8 8.6 
r-l 
C'.J Greece 16.5 14 . 5 23 . 6 i 

I 
- 36.8I -

Lithuania , - ...,c .,8 
I 

+ 5 . 0 ! 
I 

- 5.0 2.8 
1 

Balance of clearing
1.trade, total - 34~ . 1 
I!Balance of free 
'.t,rao.e, total I +1,238.2 
r 

T 'T 
I' 

280.0 i - 328 . 8 318.6 
I 

I 
+l,133 . 7 '+ 402 . 1 + 137. 4I 

I·- I j 

'!Balance of total ! 
trade 1 + 896 . 1 + 853 .7 + 73.3 181 . 2 

+) V.::i. thout the former Austria and the Sudetenland. 
++) 'L1e; 0lE:aring with Roumania is discontinued from Septer:iber,1937 , 

after whicl1 da.te there only remains a clearir..g balance ( +Roumania ) 
to be settled through Finnish exports . 

., 
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T a b 1 e I I I.• 
A. TRADE B13:T1'EEH FTl\TLAlJD MTD GEB11i¼lT{ 

Finnish exports- - - Finni sh i mports- ---
~Cill . 

fil:C 
2000 

r 1500 r _,' 
I 

lvfil 1 . 
I mk 

-i 2000 
i 
I . 
i 

~- -- - -·n500 __, 
t 

______ _ ____ ____ ___ , --- ,,// ~10001 000 , 
- - -- / / I 

500 - ------ --------··---------- 500 

II 
1-·---- - -- • · _ I - - - - - .._L _ . --- ··- l • -•• _ _ .....,..._ J.•-- - •·-----1.- •--..1.. I ___ _______ • 00 
1927--?2 1933 - 34 - 35 - 36 -37 - 38 

During 1933-34 a Sonder-Konto system was applied 
between Finland and Germany . The &ctual exchange 
clearing was adopted in Oct . 1934 . 

1927 - 1934 according to country of purchase and 
sale ; 1935- 1938 according to country of origin 
and consumption . 

B . TRADE BET.WEEN FINL.AND AND TURKEY 
Finni sh exports---· Finnish import s ----

Ui l l. Mil l. 
mk 
15 

1 0 

5 

0 

ml\: 
1 5-I _... _,I_ 1 0 V 11 ·· 

L J..____ _ _J ---- -.l-..,-fI _____i.__ , _ __,1____"--- •· -- ___ ---..I.-----L. . - ____ 

1 9-36 1937 1938 1539 

C. THE TURCO -FINNISH CLEARING ACCOUNT 
F i nland ' s credit balance , end of quarter 
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I
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· I 

[ 

40 

30 

10 I - 1 0: i 
t / ' I · I0 __..L ____,_./, __ _ -·--·--'-· --'··-··-'--J._-·- '-~~-
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B0f or0 dr nwing uny conclusi ons fr on the cbovo tablc2, 

t he r easons thQt f orcod Finland t o ndop t the clearing 

systGY.1 n i gh t bo sunr.mrisod onc e i;1or o : 

(n ) Diffi culty 5.n obtai ni ng pa.yn en t fron curren t 

FinniL~ expor t3 to certa.i n restricting countries, 

(b ) Diffi culty i n obta.i ning pnynent of o.ccur.mlo. ted 

Finni sh conmercic.l clni n s fron these countries a.nd the 
J consequent incrca.s~ in frozen Finnish assets. 

(c) Desire t o na.intnin a t lea.st s one Finnish exports 

t o t he said countrios rather tha.n t o l ose t hese na.rkets 

Gntirely. 

Concerning point ( o. ), the clearing systen undeniably 

ho.s provided f or a. new channel of liquida.tion, enabling 

tho s ottleI1ent of po.yn ents nrising fr on thc current Finnish 

exports to t hose r0striction countries with which n 

clonring a.green ent hc,s b Gen concluded. 

Concerning point (b), the cl0aring has also proved 

effective. For instc.nce, the rapidly increa.sing Finnish 

conr.10rcinl ba.lo.nco in Gorn a.ny, which, by showing signs of 

freezing, actually ccused the a.doption of clearing between 

Finlond nnd Gernnny in 1934, wa.s almost toto.lly liquidntod 

during the 0i ght first clonring nonths. Sinilnrly, the 

rolu tivoly considera.blo Finnish cor.nnercial cla.ins o.ccUBulo. ted 

in Ito.ly wore pra.ctica.lly settled during the first alee.ring 

yoa.r. 

Concerning point ( C) ' Finland's trade with her 

clcc.ring countries has beon well na.intnincd, As energes 

fron Tnblo I Finnish clearing trc.de has evon ga.inod 

ground t o s one extent. 

4. It n ny be r e corded thnt nost of the Finnish 

clearings up t o the prGsent huvo worked fnirly woll. The 

cloa.ring trndo of Finlnnd, instead of dininishing ns night 
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ho.ve been expectod, hns on the wholo been nnintained nt 

o. rather high level. It -i,-rnuld, however, be ±:'allaci ous 

to regard these fo.cts o.s nore or loss autonc.tic results 

of tho clearing systen o.s such. Cn the ccntrnry, o. 

closer scrutiny nakes it @vident that those results hnvo 

been influenced cortc.in fc.c tars toto.lly o.li GD to ti1G 

o.c tuo.l clearing sys ten . This will o.ppeo.r frcn the 

following considero.tiona. 

'lh<3 genor 1 ch~rnctor of C\.ny cloaring syst0n nay be 

s ·io.tccl QS a ccrnpuJ.sory glr; bo.l b1.1or ·ter bGtwcon ·tuo oountrios , 

tho tochnicalitios of this bnrter procedure being fixed 

i n c clenring o.grocnent . Fron this it follows, perforce, 

tr..a t tho possibili tios of i.·.1e. in taining and developing the 

nclearing oxportsn of o. given country directly depend 

upon tho bo.la.nco of hor inports and ex1Jorts vvi th hor 

correspondi ng cloaritg coun t ry . In the case of n surplus 

of ic.ports ovor exports, the respective country possesses 

a bnrtening povmr , 17hi eh in 0. bo.rter pro er: 1lure WO rl-cs 

townrds o.n incr00.so of her exports. In the CO.SB of 0. 

surplus of experts O1.·0r inports, the consequences tend 

to beoone just the opposite . 

Tho fo.ct is tho.t tho pre-clearing tro.de of Finland 

with her present olenring po..rtne:rs in 1.:1os t co.ses regulc.rly 

c.nounted to o. consid.ero.blo Finnish inport surplus. li.ccording 

to the above so.id the introduction of o. clearing procedure 

1:ith these countries therefore brought a.bout o.n a.ccunulo.t -

ion of o.bundnnt funds : 

(a ) to the crodit of th0 partner countries; 

(b ) sir.ml t8.neously o.vo.ilnble for the po.yo.ant of 

current Finnish exports to these countries, v1horoby o.n 

undisturbed continue.nee or even a. nodero. te devolopnent of 

those exports was no.de possible; 
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(c) as well o.s f or the liquidat i on of o.cclli~ul nted 

Finnish nsscts in these countries if pernittec1 by the.. 
currosponc1ing cleo.ring o.greonents. 

This develop!:-1ent does not, howovor, depend only on 

tho bc.lo.ncing effect of the clec.ring syston o.s such, but 

o.lso on t he fact that the respective clea ring countries, 

instoc.d of continuing hoarding credit funds on cloo.ring 

accounts, ho.vo preferred t o exchange these assets cgcinst 

incroo.sec1 i npo rts fron Finland. This procedure has boon 

nc.de eo.sier t h r ough the existing systens of excho.ngo 

control, whoroby tho restricti on countries ho.vo boon c.blo 

t o rogulnte c.nd co.nc.lizo their purcho.ses fron o.broo.d 

cm~urntivoly freely dospito of o.ctuo.l price divergencios. 

In this connection tho syston of various, sir.ml to.neously 

o.ppli oc1 , di fferon tic.l exchc.nge rn tes, such o.s the "Aufge ld11 

syster_1, na.y be nontionod. 

5. 1urning now t o clearing ngreenents o.s o.ppliod 

to countries with which FinlQnd ho.s custoncrily hnd o. 

f Gvouro.ble bo.lo.nce of trc.do, we get en entirely different 

pi cturo. In tlrnse cc.scs '\'vhere cleo.ring funds t o the 

credit of Finlo.nd hnvc been o.ccuriulnting in the country 

concernGd, tho nc chnnisn of tho clc o..ring systen hc.s been 
t uncble to provide any neans of rolaxo.ti on. On the oontr~ry, 

as thG prices offered in the cloc.ring countries nostly 

cons iderably exceed those ob to.inod on vwrld no.rlrnts, the 

clearing bringing these high prices theoretico.lly within 

thG ranch of Finnish exporters tcnpts the exporters to 

cont inue thoir s a los. This iH spite of the increasing 

leek of funds in the clearing account and the 0orrospond-

inG nccunulc.tion of intro.nsfero.ble Finnish bc.lo.nc0 in the 

clmiring country . V!hon continued, this in fa.et co..n onnblo 

tho clearing country to ob tain a considerable credit fr0u 
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Finnish cx~orters. This c.ctunlly is the ea.so of the 

prcsGnt stc tc c f :Finnish cloc..ring Hi th Turkey. Finnish 

o.ssots in Turlrcy m.10unting t o 30 nillion nnrkkc.s Qpprox., 

t~o corresponding liquidntion period nust be quoted nt 

(.,
,., 

, hc.lf Hero clenring procedurelenst a. t one ri.nd yoc.rs. the 

hr.s thus proved o. f c. ilure. 
6. The a.na.lysis givGn c.bove of thG quo.ntitntive 

effects of tlrn Finnish clGc.ring o.greensnts r.1ety be sur:i:::1ed 

up by stnting tho.t the cleo.ring systeB in itself docs 

not scc-:1 t o r)rovic1G o.ny c.dequa. te necha.nisr:i for bo.lo.ncing 

the trc.de botuoon the contrc.cting countries. On the 

contro.ry, nnd espocio.lly in ca.ses of divergent price 

structures, the i rmedinto effect of the introducti on of 

such a. systen should be the o.ccu.nulo.tion of intrnnsfernble 

funds in oithor of the contrncting countries. 

It is only in connection v.ri th n gemero.l systcr:i 

of exchnngo control c.t leo.st in one of the contrncting 

countries tho.t the clenring syston reo.lly begins to 

functi r'n in a.n orderly nnnner, c.nd oven in this oo.se 

only provided thc.t t 10 exports fron the restriction 

country t o the ether contro.cting country show c.. surplus 

over the i n:ports. This is just the co.se with nost of 

the clec.ring ngrecnonts concluded by Finlc.nd, o.s nlrec.dy 

P')intod out, c.nd this o.lso explo.ins the fc..ct tho.t those 

c.gro onents hnvo v10rkcd rolo. tively well, fron the Finnish 

~oint of viow. 

VI !__§one Fina.l Rcno.rks. 

1. Tho nbove o.no.lysis of the nc.in technica.litios 

of the clcr.ring syston o.nd of the course of the Finnish 

clc~ring trndo hcve led to tho conclusion thnt clonrin_g 

_i tsolf, bQ.._~_pg in ossenco, o.s fer o.s Finlcmd is concerned, 
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houeve1·, the 

ion syst0;:-i_,3 l"l'. L"".0Jc::.sed by the n clec.ring countries 11 one. the 

policies pursued by neons of those restrictions . As clearing 

in t:'.'.. 8 S8 rG;,triction countries ho.s becone o. link of tbe 

rost:ri tion S"' ston, this ho.s in wide circles given rise 
j 

to o.n identificntion of the cleo.ring with the restriction 

syster.1 in general. This identification is, however, duo 

to u co.afusj_on of thoughts. To its essEmtinl cho.ro.cter 

the clearing is o. systen to overcone the ho.npering effects 

of excho.nge restrictions • .., 

2 . The o.ims pursued by the exchange control countries 

in prnc t:tsing r::lGttiotioLz r:..ny be vo.ried, o.l thm.:::gh nost of 

ti1cn or:i.(_( ·:1c1. to o.-~-~....ully from the lo.ck of foreign excho.nge. 

The o.in, for ex2.r.:.ple, no.y be only the checking of, o. 

disastrous flight of co.pito.l. Again, exchange control nny 

bu used to pursue o.n increo.so of the self sufficiency 

of the country, or it na.y be used o.s a.n instrunont of 

co.no.li~ing o.nd regulating the foreign tro.de towo.rds u nore 

fo.vouro.ble bnlo.nce, or simply of pronoting the exports, in 

which ro.se the systen of differential exchange rQtos is 

frequently practised. 

Mostly, however, two or nore of these o.ins o.re 

sinultnneously pursued. Wha.t0vor the a.ctunl a.in pursued by 

tho excho.ng0 control, it usuo.lly soon becones evidont, tho.t 

if nny definite succoss is to be reached, the control 

syston m.ust be both ,-.ridoned o.nd strengthen0d. In cc.scs 

whore the control has been applied only purtio.lly o.nd in 

o. libo~a.l forri, it hcs proved very difficult to detect 

and chuck, for i~sta.nce, such flight of ccpitnl which 

takes place by nea.ns of norcho.ndise exports . Here goods 
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exported nre fro.udulently invoiced ~t nn undervalued price . 

Tho nnoun t of f orei gn currency corresponding to t he invoice 

is duly surrendered to the control authority, but the 

difference between this nnd the price actually obtnined 

t is l ef t cbroud f or further disposal or s old hone with 

pr ofi tnble prm-:iiun on the "bl ack bourse 11 • 

The ri go r ous o.pplica. ti on of strict exchnnge re gulnt-

i ons, c.0 0. in, t ends inevito.bly t o s ever conpletely the 

econony of the country fron the rest of the world, c.s 

the country is left without c. r ogulc.r transfer service . 

In this junction the cleo.ring sy:s ton hns proved a. uos t 

useful invention . Actually the clearing pr ov ides an cdditionnl 

nediur.1 of exchnoge, viz. clec.ring currency . The clea.ring 

currency should; however, not be cons i dered a.n inter-

nati onal standard of vnlue, 0:s its application is confined 

to the current settlenent of coru.:orcio.l transactions between 

the corresponding clenring countries. 

3 . Returning no,1 t o the exc.nino. ti on of the influence 

of clea ring on internc.t i onnl trade, it nay be lo.id do~n 

tha:t the proc eeds obtaina.ble by exports are forenostly 

desired f or thG securing of i nports. This is the nore so, 

o.s the enployr1ent of c.ccunulnting ~ssets f or debt service, 

tourist expenses, etc ., hns usuo.lly been lin ited or toto.lly 

prohibited by the restriction countries. Due t o the bo.rter 

charncter of clearing, a fre e disposition of clearing 

assets on purchas es in the world ncrket is not possible . 

The funds ho.vo to be rco.lized bilo. tero.lly and vii thin the 

frnnework of the nss e ts o.vnilnble in the corresponding 

clcc.ring o.ccounts. In other v:ords, the der.1c.nd f or certain 

goods co.n not a.1-vmys be r10 t by i npor ts f:rcr.1 tl::.e oheo.pcst 

r-mrket . The purchase nus t be no.de in u country where 

there ure clearing o.ssets o.vailo.ble for the purpose . The 

https://der.1c.nd
https://internc.ti


res tri et ion cc1.·L11tries in nost co.ses directly or indirec tl7 

t 

apply the nothod of differentio.l rates (betweGn the 

clearing currency o.nd thG interno.l currency concerned) 

o.lreo.a.y nentioned. When further considm:-ing the relo. ti ve 

elo.stici ty of :::icst i:iports, this bilo.te:;_•c.l cc.nci.lizi'1.g of 

inports ho.rdly pr".Jduces c.ny un~mr::10unto.ble difficulties 

tc these countries. Therefore if in c. cleo.ring bet,-:reen 

n restriction country ~nd o. froe currency country, tho 

cloetring bo.lnnce c.1'101.:r1ts to the fo.vour of tho restriction 

country, the clocring nost probo.b_y is tending to increase 

the L·:p'.)rts into this country, thus pronoting the clearing 

tr~do in question . 

Fron the point of view of the free currency 

countries, the situc.tion is sonewho.t different . The restrict-

ion countries , owing to their overvo.lued currency, o.re 

usuc.lly able to offer higher prices tho.n those obta.ino.ble 

on the \7orld no.rket . The oxporters of free currenc:' 

country a.re theroforo tm:ipted to :-minto.in c..nd incroo.se 

their oxports , dcspi to of 011. o.ccunulo. ting o.dverse bo.lo.nco 

on the corres~onding clearing o.ccount . As to the bGlancing 

inports, it should be notod thct the free currency 

countries as a. rule, of course, r.1c.ke their purchc.s0s 

\7here tho goods dena.nded nrc obtc.ino.ble o. t the choUl)CSt 

pri cc . A bo.lo.ncing inport fron the debtor clec,ring country 

i n cm export to currency 

c. t o. hiGhor pri co v:culd soon :p:rovo G fai luro ns the 

no.rlrnting of griol1s thus iripcrted ,;rnuld obviously pro -

surposc tho eli~ination of c..11 sinilnr goods purcho.sod 

olsouhore o.t a loucr price . 

Whore tho restriction country herself is interested 

free country, she genoro.llythe 

noutro.lizo the ho.r.~poring effect c<1usod by heris c..blo to 

ovcr- vc.lued currency . This neu tro.li zu tion is o.chievod either 
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directly by u count0rbnlo.ncing exi)ort pren:'.:ur.1 enc.bling n 

rJ:iunf(:..:r pri co q-c:.oto. t~on of h0r produets, or by o. pre f0r01rtL,:. 

ro.to Qppli.od i.11 :fo.vo'..:i.r of the exr orter when ctc;nging t1.1c 

c}cc.:::'~.ctg proceeds of his exports t o internal currency Aso 

a continuous deb t clco.ring bo.la.nce, fro::1 the view point 
t 

o::::' t?10 I'Gctricrcion country, is prncticc.lly eq1,;.c.l to o. 

co£rc~pond1ng nerchundis e credit granted by tho free currency 
j 

country, thor0 ho.rdly seen s a.ny direct rec.son to ho.s ton 

tho li q_110.do. tion of this udvo.n ta. ge by c.ny exceptiona l 

neo.sure o B0sidos , of bo:Ins genero.l ly froe fror.1 interests, c. 

cloc.ring debt in no ~c.y nets ~s o. pressure on the 

controlled interno.l curre~cy. 

If it is once r.10ro a.ssuned thc.t the fino.l a.in of 

corto.i.11 exports , is t o secure the power t o inport cer tGi~ 

ro quisito goods, then in the above insto.nco the cleo.ring 

bo.lc.ncG in fa.vour of the freo currency country only shoTTs 

thc.t these desired i :::1ports ht:...ve c.lreo.dy be0n achieved 

·nithout o.ny exports cla.ined o.s bc.lo.ncing liquidation. If 

these inports further were o.chievo.ble without o.ny pr0'ssure 

o.pponring to thr00. ten tho o.ctuc.l currency of tho coun tr·y 

nnd its bo.lo.nce of pnyn0nts noithor ~ould bo negntively 

affected by those i nports, then the despatching of the 

gcods ori gino.lly intended o.s liquidation exports boconas 

ra.ther pointless, altoge ther . This is evon th0 noro true, 

QC the goods nontionod r;ould pe rhnps prove usoful ns 

bo.rter i nstrur10nts in sone other directions. 

It is pcrh.J.ps unnecessary t o point out, tho. t tho 

insto.nccs discussed bo-th in this c.nd the foregoing paro.gro.r~ 

o.ro to bo consi~~rod ~s nbstro.ctions a.nd by no noc.ns 

represent o. rule . On the other ho.nd, however , they 

undoninbly givo vent to cortnin t endencies rnthor frequently 

chnractoristic of tho course of cleo.ring tro..do . 
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4~ It j_s obvious enough thc..t the cleo.ring systen 

.-:;onplicn.te3 en0rncu.oly the co,:rr.1.orcio.l pro.ctice . This is 

not only due to tnG nunorous forno.lities to be f ulfilled 

bocnuse of the systm~, but o.lso t o a. constc.nt insecurity 

co.usod by thG cho.ngenbility of the cleo.ring situo.tion o.nd 
{ 

correspondingly the clE::.-cing period, v7hi eh, of course, 

no.lees c.::tlculo.tions con~c:_·n.:..:.1g the terns of pa.ynents etc. 

ro.ther ho.zo.rdous . Fi no.lJ.y , o.s r ego.rds the o.ctuo.l cleo.r ing 

forno.li ties, it should be observea. tho.t it will not be 

sufficient f or tho tro.der t o te fmiilio.r with the cle~ring 

provisions o.nd fo:rnnli ties of his ovm country, but nlso 

with those of tho clec.ring country. 

Finally, the techni00.l unwieldiness of clearing 

renders it o.lnost i npossible to o.pply such nodes of 

po.ynont o.s letters of cr0dit, etc., which would o.ssure• 
u greo.tor nobility in t he o.ctuo.l opero. tions of liQuido.tions. 

5. The a.bove o.na..lysis of th0 eff0cts of the clec.rinc; 

tra.do po r ni ts the f ollowing conclusi-:ms: (whi eh, however, 

i nply) o. certain ela.sticity in i nports. 

(o.) In r ego.rd to i nports fr on c.. fr e0 currency 

country to n restriction country there is o.n obvious 

prono ti vo factor cnused by the nn tura.l preference of the 

res tricting country to vo.lue the proceeds of her exports 

by corros1onding i nports. This course of developnent o.ppoo.rs 

cloo.rly, f or i nstnco , in the cons idero.ble docreo.s0 in the 

Gornnn ox1)ort surpl'l-~s in hor trc..do with Fi.nlo.nd since the 

introducti on o f clcnring. The bo.lo.ncing wo.s co.used by u 

r 01 .c. r ko.blo incroo.so of Go:rna.n i oports fron Finl.and ( see 

To.blcs). This fc.ctor r ouo.ins , however, oporo.tive only so 

" C,I..,..., thoro is cloQring bo.lance in fo.vour of the 

r estricting country . 

(b) As r0go.rds i sports fron n rostricting country 

1 
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into n fre0 currency country the overvalued internal 

currency of tho r e2 t:r:t. c ting country cons ti tutcs n horipering 

fo.ctor. to restriction country 

of nn ir: t'"'~--~'~: t frso crcdi t in the fo1.:n of n fr0zen 
d,.,,-,,., +cloai·ir1g V' the r cE'. t:ricting country is seldon vJillingv \.J 

t 
to npr ly ·che ox0har,.g ,) t ochnica.l neo.ns o.t her disposnl 

to prono-te Q bnlo.ncing (:- ~po::..-t to the fx•oe cur:renoy cr8ditor 
-

(c) Owing to tho facts sto.ted in point (b) the 

possible surplus exports fror1 tho free 0urrency country 

tend to decline. In this uny also the pronotive factor 

stated in point (n) is counterbnlnnced. 

( cl) In the cnse of c. bnlo.ncod trc.de betvrnon the 

two countries, clearing usunlly nchieves its purpose o.s 

c nethod of trnnsfer tochnics. However, when considering• 
tho ccnplico.ted buroc.ucrntisn involved in the syster:i tho 

fino.l effect on tro.de night even here be sto.ted to bo 

nego. ti ve. 

As this po.per centers upon the exchange clearing 

systen applied by Finland, the course o'f cleo.ring trnde 

betnoon two oxchno.go control counti'ios ha.s not boen 

discussoa. 

6. As gcnero.l criticisn of cxcha.nge clonring it 

ho.s cfton boon pointed out thnt clearing tonds to divert 

the tro.c:e subjcc-i:;od to it fron its norr:10.l o.nd no..turc.l 
T 

channels, ancl to hcnper or prevent every r:iovoment tmmrds 

nn in0ronso in trnde. Cloaring is thus re 6arded o.s u 

prin o.ry source cf certain negative q_uo.nti to. tive effects. 

However, the c.nalys::.s givon in the 1')resent pe.pcr 

suggests thnt: 

the clonring syston, nlthough no.king :possible thG 

no.! ntcn[mco of intornntionnl trnde to Q certo.in degree, has 
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r 

not provoa. officj_ont enough to noutrc,lizo o.11 tho un-

fo.vonro.ble o.nc1 di.E.: ,.._:d:r 'Y\.'..S offocts of tho oxcho.ugo restrict-

i ons introd~ LcQ by c~vs~~l countries. Accordingly clco.ring 

is 0on.sid.or c ~- ::::.'.):rc : y o..o o.n eT.10rgency nea.suro, nn inporfcct 

substi iat'io~., the quo.nti tc. ti·ve effects 

er:orging frc1 t,:::-io courcc of cleo.ring tro.c1o c.ro no.inly 

clori vcc_ fr on e::~ ch:.in c o r e s t:;..•icticns C'..S vJGll a.s quoto.s, 

tc~.riff L .1pod:i.r:cnts, cmL1 other q_uo.nti to. ti vo restrictions, 

and the various policios pursuGd by neo.ns of theso 

rostrictions. 

Fron this viovr-:point, thorofore, tho vruestion: 

cloo.rin , or no cleo.ring? nust be rego.rded o.s o. vrong 

one . This sirrply o.;ring to the fo.ct tho.t o. now nediur.1 

of po.yr1Gnts to su1)ercode the cloo.ring currency co.n ho.rdly 

bo constructoa. ·withou-t entering the p r oblen of o. roncv:o.l 

c:if tho v:holo systor.1 of intorno.tiono.l noneto.ry co-

oporo.ti on . 

1' 
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