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TheStudyonRepublicofEstonia

Thewaytoliberaleconomicstructure

NaotakaIkenoue

Estoniaisasmallbutveryoldnation.Culturaly,EstoniaisclosettoitsNordicneighboursFinlandandSweden.

BecauseofEstonia'sstrategiclocationatthecenterofNorthernEurope;ithasalwaysbeenonthetrade

crossroadbetweenNorthandSouth,EastandWest.

In1918,EstoniadeclaredindependencefromtheRussianEmpireandbecameademocraticquickly,moderatry

prosperousEuropeannation.

ForEstonia,WorldWar2endedwithrestorationofindependencefromtheSovietUnionin1991and

withdrawalofRussiantroopsin1994.

EstoniahasbeenacceptedquicklybytheinternationalcommunityalongwithotherEuropeanpostcommunist
nations.

NowadaysEstoniahasFreeTradeAgreementandanAssociationAgreementwiththeEuropeanUnion.The

applicationforbecomingafullmemberoftheEUwassubmittedattheendof1995.

Politicalandmacroeconomicstabilityhavebeenabasisfor4-6%growthsince1994.Estonia'seconomic

policyare;

1stablecurrencyandbalancedbudget;

2rapidprivatization;

3thepromotionofforeigninvestment;

4liberalforeignpolicy;

5exportpromotion;

Finally,radicaleconomicreformsweresupportedbytheWorldBank,theIMF,theOECDandmanyother

countries.Forinstance,friendlynationsuchasFinland,Sweden,Denmark,UK,Germany,andtheUSA.

InJapan,they、arenotsomuchknowncountry,thei℃fore,Iwishtoreport,especially,asaeconomic

management.

EstonianEconomy

1Introduction

TheEstoniagovernmenthasadoptedveryliberaleconomicpolicies,inwhichthegovernments,rolein

economicmanagementhasbeenreducedtoaminimum・So,theparliamenthaspassedover3000legalactsin

fouryears,therebycreatingafunctionlegalfremeworkforeconomici℃form.

Thegovernment,mainobjectiveistoimplementeconomicreformasquicklyandeffectivelyaspossible.

Currently,thehighestpriorityistheprivatizationofstateproperty,andtofacilitatethis,theEstonianPrivatization

Agencywasci℃atedinJune1993.

2StablecurrencyandBudget

InJune1992,Estoniaunderwentaradicalcun℃ncyreformandadoptedacurrencyboardsystem.
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TheCurrencyBoardpeggedtheEstonianationalcun℃ncy,theKroon,totheDeuscheMarkatarateof8:1.All

kroonsincirculationai℃fullybackedbythegoldandhardcurrencyi℃servesofthebankofEstonia.

Thesereserveshavestabilisedatthelevelofapproximately680millionDEM・TherEisnodangerofa
devaluationofthekroon.

ThemostimportantcharacteristicoftheEstoniaGovermentbudgetisthatitisinbalance.The1995state

budgetwasthefirstonebasedonthebudgetlawadoptedin1993andthefirstonetoapplytoatermlongerthan

oneyear.In1995,budgetaryrevenuesamountedto9.043millionkroons,ofwhichstatetaxesandotherduties

constituted8,947.3million.Themainsoui℃esofrevenuewereincome,corporate,salesandexcisetaxes.

accountingfor89､7/ofrevenues.Thesizeofthe1996budgetis13,185millionkroons.In1997,15billion
kroons.

GDPisexpectedtobe51,250millionin1996and60,150millionin1997.

3Privatiz誼ion

Theprivatisationisveryinterestingsubjecttoour,Inthatcaseofreformfromundercommunismtoliberal

economy.

Howtosuccesstoaprivatization,inthisreport,Iwishtodiscussit,sframeworkforprivatization.

ByInvestmentGuideforEstonia,firstoccupationistoadoptedthelawonprivatization.Itwasadoptedbythe
ParliamentinJune,1993.

Thelawcoverstheprivatizationofallassetsofsate-ownedandmunicipal

enterprise.

Thelawonprivatizationdefinestheterm[organiserofprivatization],whichmeanstheEstoniaPrivatization

Agency・AndEPAisresponsiblefortheprivatizationofpropertyandotherissuesrelatedtotheprocessof

ownership-reform.
WhattodoE恥？

1compilesthelistofstatepropertysubjecttoprivatization;

2holds,uses,anddisposesofthepropertyonprivatizationlist.

3fulfilsfunctionoftheowneroftheenrolledpropertyincompliancewithproceduresabdtotheextent

providedbylegalacts;

4determinesandmanagesreorganisation,restructing,stabilizationandliquidationoftheenterprises;

5negotiateswithentitiestoparticipateinprivatization;

6organisesdenationalisationofstateproperty;

7organisesdispositionofstatepropertyontheprivatisationlistintoeconomicactivities,including

allocationofstatepropertyinto=initialcapitalofenterpriseswithforeigncapitalparticipation,and

leasingofstateproperty;

8exei℃isescontrolovertheconcludedsalescontracts.

4Privatizationprogramme

Privatizationprogrammescompilesincooperationwiththeministerandthecabinet,anddeterminedasnext;

1prioritiesofprivatization;

2privatizationmethodsindifferentspheresofeconomicactivity;

3restructing,i℃organisationandstabilizationprinciplea;

4theextenttowhichprivatizationsecuritieswillbeusedinprivatization;

5sectorswheiErestrictionmaybeapplied;

6principlesofapplyingadditionalrEquirment;

7privatizationprinciplesforagriculturalco-operatives.
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5Asaothers,importantlaw.

1LawontheBankofEstonia

2LawontheEstoniaCurrency

3LawonBackingtheEstoniaKroon

4LawonCi℃ditInstitutions

5LawontheSecuritiesMarket

6LawontheStateBudget

7LawonCellectiveContracts

8LawonIndividualContracts

9LawonVacation

10LawonWagesandSalaries

11LawonWorkingHoursandBreaks

12LawonLand

13LawonNaturalResources

14LawonTaxation

15etc.

6Thepromotionforeigninvestment

Estoniaisanattractivedestinationforforeigndii℃ctinvestment[FDIl.Attheendof1994,FDIinEstonia
totalledUSDO皿.ER340Million.

InteamofFDIpercapitalfrom1992through1994,EstoniarankedthirdinEastemEuiopeafterHungaryand

IheCzechRepublic.

Companisefrommorethan100countrieshavealreadyinvestedinEstonia,withover8700Estoniafirmswholly

ofpattybasedonforeigncapital.Amongthewellknownnamestohaveestablishedproductionordistribution
basedinEstoniaareaABB,COCA-COLA,NOKIA,SIEMENS,SHELL,andTOYOTA.

Initialy,mostinvestmentscamefromEstonia,sNordicneighboursinFinlandandSweden,however.

increasingly.NorthAmericaandEastAsiahavebeenattractedtoEstoniabyitsgeographicallocation,highskill
andlowcosts.

7Thebenefitofinvestment

AmongthemanybenefitsofoperatinginEstonia,explainedinmoredetailinotherfactsheets,ai℃：

1ahighly-educated,western-mindedpeoplewithexcellentlanguageskills.

2areadysupplyofrawmaterials,includinglocallygeneratedelectricity.

3arapidlydevelopinginternationaltelecommunicationnetwork.

4convenientair,sea,androadconnectionstomajorrapitalcities.

8TheEstonianInvestmentAgency[EIA]

TheEIAisagovernmentalagency,establishedinMay1994toassistandprmoteforeigndirectinvestmentinto

Estonia・TheAgency.smainactivitiesare;

1promotionworld-widetoincreaseawarenessofbusinessopportunitiesinEstonia.

2creatingcontactswithboththepublicandprivatesectorsinEstonia.

3supplyinginformationandprovidingvariouskindsofassistantintheestablishingforeigninvestment

throughoutEstonia.

ActivitiesoftheEIAarefinancedbytheEstoniaGovernmentandtheEuropeanUnion'sPHAREProgramme.
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9TheFigureforreference
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ElhnicstructureoftheEstoniaPopulation

StructureofEstoniaindustryin1994

Estoniaimportin19944Foi℃igndirectinvestmentbysecter

Numberofenterprisewithforeignpaticipationbycountryoforigin.

Summarize

EstoniaismosteffectedbyFinlandinthethreeBalticstate[Estonia,Latvia,LithuaniaJ.Estoniagained
independencefromtheSovietUnionin1991,andadoptedliberaleconomicreform.

However,thissmallcountrymaderapidprogress,becauseithadsomecouses・Itwascopedwithprivatization

ofgovernmentrapidly,andforexpantionofGDP.Estoniaconsideredgovernmentsystem,taxsystem,administer
apersonalproperty,foreignexchange,receiveforeigninvestmenteasily.

Astothemonetarypolicy,EstoniawasconnectedwithaDeutschMarkandgainedforeignconfidenceso
succeededstabilizationofexchangeratesinparticular,and

Distribution,communicationsmedia.completedwithairportandEstoniaCentralBankactivitieswereessential
forgoodtradewithforeigncountries.

ThissortofchangethatEstonianpride,highleveleducationandcommunicationhadmadeitpossible,and
70%peoplecanspeakEnglish,nottomentionEstonian.

Theyareahard-workinganddiligentpeople,adesiretoimprovethemselvesmakemainenergy.
EstoniaisjustonetoconfirmofNorthEuropethatsucceedtotheliberaleconomicpolicies.

TheFigureIbrrelおrence(Source:TheBankofEstonia.)
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5Numberofenterpriseswithforeinparticpationbycountryoforigin
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