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Background

� Need to ensure that crisis-pressured decisions are 
smart also in longer perspective

� Plus need to emerge from crisis as painless as possible

� Not enought global context considered so far!

� EDF gathered a group of external experts , who � EDF gathered a group of external experts , who 
together with EDF staff authored the paper
� Experts: Urmas Varblane and Marju Lauristin (University of Tartu), Jaan 

Pillesaar (AS Helmes), Erik Terk (Estonian Institute for Futures Studies), 
Taavi Veskimägi (Riigikogu), Raivo Vare (Estonian Cooperation Assembly)

� Draft introduced at EDF Futures Forum 2 on April 27

� White paper delivered to 
Riigikogu on June 19



Foreseeable opportunities and
limits from the global economy

Limits

� Access to foreign markets 
is getting harder

� Foreign capital is hard to 

Opportunities

� Global megatrends have 
not reached ‘breakpoint’, 
but continue� Foreign capital is hard to 

find
� The role of states in 

economy is increasing

but continue
� Innovation capacity 

determines biggest winners
� Economic power continues 

to shift towards the East 
and the South

Main conclusion:
to utilise opportunities and overcome limits, we 

need the will and effective changes



Estonian challenge:
several crises at once

� Global financial and economic crisis

� But already before our internal crisis: structural 
backwardness and loan-based domestic boom

� Structural weaknesses is still the main problem: 
also the reason why Estonia does not stand to gain 
much even if foreign markets start rising again

� At the same time we need to live through the crisis

� The hardest times in Estonia are still expected to 
come in autumn 2009



Main message: a need for an
effective crisis package and fast

� Systemic measures are needed
� Double strategy = ease the direct impacts of the cr isis + 

support quick restructuring of the economy
� There are no single simple solutions that do the trick –

state budget cuts and even the euro alone are not enoughstate budget cuts and even the euro alone are not enough
� Plus – better to have ‘plan B’ if euro transition comes later 

than hoped
� Effective action requires new ways of acting and thinking –

have to be ready to review, upon need, some point of views 
rooted in economic policy 

� We as a state need to be more active in supporting and 
activating the economy!!



An effective crisis package:



I. Steps for attracting new capital 
necessary for investments

� Motivation packages for (foreign) investors

� Establishing a high-level representative or “czar” 
by the government for investor communication

� Lower taxation rates on dividend income� Lower taxation rates on dividend income

� Cornerstone investments into private equity and 
venture capital companies

� Tax relief on securities investments for private 
persons

� Improving governmental coordination for EU Funds 
utilisation



II. Steps for developing 
the human capital

� Increasing the flexibility of retraining , incl.: 

� allowing for another state-paid university degree

� creating mechanisms to ensure the training of the 
workforce required for investorsworkforce required for investors

� Attracting top specialists with international 
experience to Estonia: a cap on (social) taxes 
as a recruitment incentive for companies

� General reduction in employment taxes 
together with rearranging health and social 
insurance funding



III. Steps for supporting
export capacity growth

� Direct communication with current major 
exporters

� More intensive state sales work and � More intensive state sales work and 
establishment of supporting (infra)structures 
in promising foreign markets 

� More emphasis on national economic interests in 
foreign policy



IV. Steps for empowering the 
labour force and sustaining jobs

� In retraining, a special focus on increasing 
entrepreneurial abilities and skills

� Significantly increasing the availability of retraining

� Favouring establishment of new enterprises : � Favouring establishment of new enterprises : 
� a “new entrepreneur’s wage” scheme

� smaller capital requirements & bureaucracy of registration

� Temporary tax preferences for enterprises that 
create or maintain jobs, especially for young people

� Supporting maintenance of jobs in internal market 
with state orders (infrastructure investments)



Once more, the bottom line: 
strategic action is needed 

for overcoming the crisis and turning the economy around –
not just budget cuts and euro hopes!



The white paper (in Estonian) can be found at: 
www.arengufond.ee/publications
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