~ A Service of
’. b Leibniz-Informationszentrum

.j B I l I Wirtschaft
) o o o Leibniz Information Centre
Make YOUT PUbllCCltlonS VZSlble. h for Economics ' '

Friedrich, Peter; Reiljan, Janno

Article

Estonian Economic Policy during Global Financial Crises

CESifo Forum

Provided in Cooperation with:
Ifo Institute - Leibniz Institute for Economic Research at the University of Munich

Suggested Citation: Friedrich, Peter; Reiljan, Janno (2015) : Estonian Economic Policy during
Global Financial Crises, CESifo Forum, ISSN 2190-717X, ifo Institut - Leibniz-Institut fir
Wirtschaftsforschung an der Universitat Miinchen, Miinchen, Vol. 16, Iss. 4, pp. 37-44

This Version is available at:
https://hdl.handle.net/10419/166622

Standard-Nutzungsbedingungen: Terms of use:

Die Dokumente auf EconStor durfen zu eigenen wissenschaftlichen Documents in EconStor may be saved and copied for your personal
Zwecken und zum Privatgebrauch gespeichert und kopiert werden. and scholarly purposes.

Sie durfen die Dokumente nicht fiir 6ffentliche oder kommerzielle You are not to copy documents for public or commercial purposes, to
Zwecke vervielféltigen, 6ffentlich ausstellen, 6ffentlich zugénglich exhibit the documents publicly, to make them publicly available on the
machen, vertreiben oder anderweitig nutzen. internet, or to distribute or otherwise use the documents in public.
Sofern die Verfasser die Dokumente unter Open-Content-Lizenzen If the documents have been made available under an Open Content
(insbesondere CC-Lizenzen) zur Verfiigung gestellt haben sollten, Licence (especially Creative Commons Licences), you may exercise
gelten abweichend von diesen Nutzungsbedingungen die in der dort further usage rights as specified in the indicated licence.

genannten Lizenz gewahrten Nutzungsrechte.

Mitglied der

WWW.ECONSTOR.EU é@“}


https://www.econstor.eu/
https://www.zbw.eu/
http://www.zbw.eu/
https://hdl.handle.net/10419/166622
https://www.econstor.eu/
https://www.leibniz-gemeinschaft.de/

EstoniaN EconoMic PoLicy
DURING GLOBAL FINANCIAL
CRISES

PETER FRIEDRICH AND JANNO REILJIANF

Introduction

Estonia was in the final phase of economic transfor-
mation when it was struck by the financial crisis. Its
population was shrinking thanks to emigration
(Friedrich et al. 2014), people working outside Esto-
nia and a low national birth rate. Traditional markets
had vanished, the economy had to be rebuilt and the
country’s agricultural sector underwent severe crises
(Eesti Instituut 2015). To attract foreign direct in-
vestment and offer investment opportunities, Esto-
nia’s government implemented some very attractive,
entrepreneur-friendly policies (Estonian Chamber of
Commerce 2015). In addition to a currency reform,
these policies included trade liberalisation, a refor-
mulation of private law, rapid privatisation in the
manufacturing, trade, service and transportation sec-
tors, a system of Scandinavian-owned banks and
capital market development (Estonian Chamber of
Commerce 2015).

The taxation of profits was low and re-invested profits
were kept tax-free (Lundeen and Pomerlau 2014). The
theory holds that firms should create reserves, and not
depend solely on loans for their development.
Participation in the European Union helped Estonia
to establish a market-oriented economy. Its exchange
rate was rather fixed due to the introduction of a cur-
rency board mainly linked to the Deutsche Mark, and
subsequently thanks to the introduction of the euro as
Estonia’s national currency (Stachr 2013). An imbal-
ance in foreign trade and a pre-boom occurred before
the banking crisis in 2008. However, decision-makers

University of Tartu, Estonia. This paper was written with the sup-
port of the Ministry of Science and Education foundation project No
TMJRI 0107 “Strategies of the Sustainable and Balanced
Development of Estonia in Joining with the European Union” and
EU structural funds.

accustomed to high growth in inflation and growing
consumption proved unwilling to take any measures
to curb this boom.

As a result, Estonia managed the financial crises dif-
ferently to the neighbouring Baltic countries and
Scandinavian countries like Finland and Sweden. This
paper therefore deals with the following questions:

1. Why didn’t Estonia pursue traditional monetary
and fiscal policies to combat the crises?

2. Which measures were chosen to overcome the
crises?

3. How has Estonia developed in the wake of the
crises?

4. Such differences in Estonia’s fiscal policy com-
pared to that of other EU countries are highlighted
by an analysis of data concerning those countries
and their policies.

Anti-crisis policy recommendations based on
macroeconomic theory

There is a never-ending debate over the best macroe-
conomic policies for overcoming a depression
(Blanchard et al. 2012), and particularly over wheth-
er to apply monetary or fiscal measures. However,
there are few insights that can be used as a basis to
formulate new policies (Davies 2015). Moreover, re-
cent discussions primarily focus on asset price
booms, which were of extraordinary importance in
the United States (Blanchard 2009). In Estonia, real-
estate prices also increased significantly, but the
boom of the ‘Baltic Tigers’ was primarily due to an
acceleration in growth (Staehr 2013) once the key
steps of economic transformation had been per-
formed successfully (Erikson 2010); although this
growth was necessarily supported by inflows of for-
eign capital. The Scandinavian-owned banks in par-
ticular flooded Estonia’s private households and en-
terprises with cheap, euro-based loans.

With respect to an asset price boom, the main policy
recommendations (Blanchard 2009) concern mone-
tary policy. They stipulate that this policy should not

CESifo Forum 4/2015 (December)



only consider price stability targets, but also system-
atic risks related to asset price booms, but difficult to
identify in the course of a transformation process.
Estonia followed these recommendations to some ex-
tent by trying to restrain credit growth before the cri-
ses. Higher capital down payments were requested
from mortgage applicants and bank reserve require-
ments were increased. Moral suasion and talks with
individual banks were also used to restrict the credit
boom, but the build-up of imbalances could not be
avoided.

As far as fiscal policy is concerned, countries are ad-
vised to avoid and reduce budget deficits during an as-
set boom (Blanchard 2009). In the pre-boom years,
Estonia followed up on its commitment to downsizing
government activities and pursued a budget surplus
policy, despite tax cuts. Yet this policy did not restrain
the pre-boom significantly. These measures have to be
distinguished from those that seemed adequate when
the asset bubble burst.

However, the pre-boom in Estonia was not only asset-
driven. It was also triggered by the success of Estonia’s
transformation (Erikson 2010) and inspired by the EU
integration and accession process, as well as sharp in-
creases in GDP (see Table 1).

The aforementioned credit and high, uncurbed de-
mand led to an inflation rate of 10.6 percent in 2008
(see Table Al in annex). As the exchange rates were
fixed by Estonia’s currency board and as a result of
necessary investments and high imports, foreign trade
(in terms of the difference between exports and im-
ports) turned negative. The boom was therefore not
only driven by asset prices, but also reflected the im-
pact of Estonia’s transformation and adaptation to
the European single market. It was difficult to predict
whether it was a long-lasting phenomenon caused by
the inherent characteristics of the Baltic Tigers, a de-
viation from a smooth transformation path or related
to a short-term real-estate boom.

However, developments in Estonia certainly proved
that its anti-crisis policy had to differ from standard
anti-cyclical policy. The policy primarily signalled an
end to Estonia’s smooth transformation, at least as far
as the private sector was concerned. Secondly, it had
to ensure a fixed exchange rate policy to preserve the
gains and wealth created by Estonia’s transformation
in the ongoing process of European economic, mar-
ket, legal and monetary integration. Some traditional
anti-crisis policy measures concerning external policy
— including flexible exchange rates and fiscal policy
measures like huge budget deficits — could not be im-
plemented as a result. The priority was not a short-
term recovery from the crises, but rather the stability
and security of the country, especially in Europe. This
led to the dominance of an integration policy in 2004,
with accession to the EU and the introduction of the
euro in 2011.

Estonia’s national anti-crisis policy was only viable in-
sofar as it supported the country’s long-term stability
within the EU. Monetary policy was also only effec-
tive to a limited degree, as Estonia had established a
currency board and entered the ERM II. As a result,
Estonia’s basic interest policy was dictated by the
ECB, which also influences the fiscal policy pursued
by the euro countries through its new debt manage-
ment policies. For this reason the traditional recom-
mendations for combating recessions in a self-deter-
mining national country could no longer be applied to
Estonia. Even predicting the state of cyclical processes
and forecasting and calculating fiscal measures be-
came more difficult. Estonia’s inflation rate was far
too high for it to join the Eurozone, although it satis-
fied the EU’s debt and budget deficit criteria. However,
the currency flexibility required to enable prices to
drop and bring the current balance deficit into line
with the Maastricht requirements had already been
lost, and the euro debt levels of Estonian citizens were
too high. The austerity policy pursued to overcome
the banking crisis gave Estonia the chance to address
problems created by its transformation and adapta-

Table 1
Real annual GDP volume growth rate (%) 2005-2014

2005 2006 2007 2008 2009 2010 2011 2012 2013 2014
EU28 2.0 3.4 3.1 0.5 -4.4 2.1 1.7 -0.5 0.2 1.4
Estonia 9.4 10.3 7.7 -54 —14.7 2.5 7.6 5.2 1.6 2.9
Latvia 10.7 11.9 10.0 -3.6 —14.3 -3.8 6.2 4.0 3.0 2.8
Finland 2.8 4.1 5.2 0.7 - 8.3 3.0 2.6 -14 -1.1 -0.4
Sweden 2.8 4.7 3.4 -0.6 -52 6.0 2.7 -0.3 1.2 2.3

Source: Eurostat.
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tion boom, which was on the verge of collapsing
anyway.

Estonian economic policy to combat the crises and its
results

The banking crisis led to a sudden halt in capital flows
to Estonia. Demand for investments dropped as a re-
sult and the negative current account balance turned
positive in 2008 and 2009 (Staehr 2013), financial mar-
kets were disrupted, credit standards were tightened
and stock markets became less accessible. Production
in the construction, manufacturing and retail sectors
were particularly affected. Output in Estonia dropped
by around 20 percent. Unemployment rose to over
19.5 percent in 2010 and started to fall to 12 percent in
2013, partly due to emigration to other countries (see
Table A2 in annex).

The problem of how Estonia should react to the crisis
raised the question of whether to apply monetary or
fiscal measures, although this was no longer a central
issue, as the interest policy was heavily influenced by
the ECB by that point due to fixed exchange rates and
obligations within the ERM II system. Fiscal policy
therefore constituted the best instrument for taking
action. The ‘normal’ fiscal policy strategy in such cas-
es is to opt for a deficit budget strategy by accepting
falling tax revenues and increasing expenditure to cre-
ate a budget deficit with payment. However, this would
have stabilised demand and prevented prices from fall-
ing substantially, thus reducing the inflation rate to
0.2 percent in 2009.

This expansive policy would have lowered Estonia’s
chances of fulfilling the price level criterion for the in-
troduction of the euro, and the same would have ap-
plied to the deficit criterion. Estonia’s public debt to
GDP ratio would also have deteriorated and a strong
floating currency would have harmed the currency sta-
bility criterion for introducing the euro. The long-
term interest rate requirements in ERM II and the
euro system also had to be taken into consideration.
Prior to the crisis Estonia had no problem meeting the
other Maastricht criteria (see Table A3 in annex). In
addition, its government wanted to protect borrowers
who had to service credits in a foreign currency from
higher interest payments and amortisations. Moreover,
the Estonian government was not forced to bail out
ailing banks via budget expenditure, as the latter were
saved by their Scandinavian owners and governments.

The government tried to address the development cri-
sis by applying a short-run, austerity-oriented fiscal
policy to get rid of inflation, weaken external trade
positions through internal devaluation, and to pro-
mote integration with the common market and over-
come the banking crisis at the same time. Estonia’s
hard-working population showed no discontent with
austerity measures and re-elected the government in
2011. It was convinced that budget surpluses were in
accordance with positive economic growth and ac-
cepted unequal income developments.

The Estonian government therefore tried to increase
and stabilise revenues by:

» Increasing the Estonian tax burden by stopping de-
creases in income tax, raising VAT from 18 percent
to 20 percent, eliminating tax exemptions for stu-
dent loans (Mez6 and Bagi 2012) and raising excise
taxes (Stachr 2013);

» Increasing social security contributions, stopping
planned pension increases, transferring social in-
surance payments partly to central government;

» Allowing transfers from state-owned enterprises to
the central government to take place (Staehr 2013)
and selling land;

» Selling shares in Estonian Telecom;

» Selling pollution quotas;

» Using reserve funds accumulated in pre-boom
times; and

e Attracting EU structural funds (Trasberg 2012).

There were also some reductions in expenditure:

e Cutbacks in public employment and public sector
wages were implemented (Akkermann 2013);

* Investment cuts and delays;

* Downscaling of social programmes, pension cut-
backs, restrictions on health care benefits (Parts
2013); phase-out of sickness payment (Mezd and
Bagi 2012);

e Mergers of hospitals and schools (Staehr 2013);

* Reductions in defence spending; and

* Decreases in farming subsidies (Parts 2013).

These fiscal policy measures were also accompanied
by a shift in means between central government and
the municipalities via cuts in block grants, purpose
grants, and the refusal of financial assistance, which
resulted in many unfunded mandates and forced the
municipalities to cut their budgets (Friedrich and
Reiljan 2015). The Estonian public sector ended up
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with small deficit budgets of — 3 percent in 2008 and
— 2 percent in 2009, still satisfying the Maastricht defi-
cit criterion before they turned into budget surpluses
(Table A3 in annex).

These fiscal measures were also flanked by additional
measures. There was a labour market reform featuring
programmes for job seekers. Measures to support
companies and boost innovation were implemented,
while firms were also offered financial assistance.
Infrastructure projects were enforced, e.g. for roads,
airports, and broadband networks (Parts 2013).
Finance was provided by the EIB, European Union
funds and Estonian funds.

These policy measures achieved:

¢ A short-term containment of the crises;

» Correction of Estonia’s economic transformation
and adaptation crises; and

* More intensive integration into the EU, strength-
ening economic and political ties to Middle,
Western, Scandinavian and Baltic Europe.

As Table A4 in annex shows, Estonia increased the ra-
tio of budget revenues to GDP from 36.7 percent in
2008 to 42.8 percent in 2009.! This was mainly
achieved thanks to an increase in tax revenues as a
share of GDP from 30.8 percent to 35.5 percent in
2009 (Table A5 in annex).? After joining the Eurozone,
Estonia reduced this ratio by 3 percent, but it still re-
mains higher than in the neighbouring states.

The situation described is also reflected in the ratio of
budget expenditure to GDP. A low ratio of 33.6 per-
cent® prevailed in 2006, whereas by 2009 this figure
had reached 44.7 percent (Table A6 in annex).* The
budget expenditure ratio was decreased, but it is still
higher than in other Baltic states.

During the pre-boom times, the rise of the ratio of
government output and services to GDP was rather
high at 5.1 percent.’ It turned negative in Estonia,

! Latvia and Lithuania have overcome their decrease in public reve-

nues in the course of the banking crises and the transformation and
adaptation crises by increasing public debts and budget deficits. They
had to bail out banks and were less advanced in the transformation and
adaptation process. There the level was quite stable whereas for the EU
average it decreased from 44.6 percent in 2008 to 44.1 percent in 2009.
2 In 2006 the budget revenues and tax to GDP ratio was similar to
the Baltic States, but now the Estonian level is higher.

3 Estonia was followed by Lithuania (34.2 percent) and Latvia
(38.3 percent).

4 This value is close to that of Lithuania with 44.9 percent and
Latvia with 43.6 percent.

5 It was higher than in Finland, Lithuania, Latvia and Sweden and
the average of the EU28.

where the level shrunk by 2.5 percent (Table A7 in an-
nex). Estonia also pursued a pro-cyclical investment
policy, with the ratio of general government relations
increasing during periods of fast economic growth
and declining during the crisis years.® In Finland and
Sweden, as well as in the EU on average, a slightly an-
ti-cyclical policy took place. The ratio of government
expenditure on social protection to GDP was 12.1 per-
cent prior to the crisis (Table A8 in annex). It rose by
7.9 percent between the crisis period of 2007 to 2009,
or more strongly than in the other Baltic and Scan-
dinavian states. After the crises, Estonia decreased this
ratio by 2.5 percent.

Estonian fiscal policy led to the lowest debt burden in
the EU, at about 10 percent of GDP in 2013 (see
Table A9 in annex). Before the crises this level ranged
between 5.7 percent and 3.7 percent. The level in-
creased after the crises in 2008 from 7.1 percent to
10 percent. The EU28 average, for instance, was
58.8 percent and rose after the crises to an average of
97.1 percent. In addition, the other Baltic States in-
creased their public debt ratio from under 20 percent
before the crisis to around 40 percent after it. They in-
creasingly resorted to a deficit spending policy to over-
come the crisis (European Commission 2010), al-
though not as intensively as the other EU member
states on average did.

The impact on Estonian macroeconomic policy

Estonia underwent an internal devaluation with fall-
ing employment and prices and a kind of parallel pol-
icy by fighting the tax decrease and reducing expendi-
ture. The internal devaluation was eased because fall-
ing income and higher unemployment were accompa-
nied by a drop in prices. Some of the measures to in-
crease revenues like the transfer of public profits and
the sale of land did not have a short-term impact on
private households. The diversion of pension pay-
ments into the budget instead of private funds (Staechr
2013); or the additional attraction of EU funds did
not negatively affect private households.

It was not easy for private households in Estonia to
see consistent policies behind the public sector wage
cuts, sales reductions, and project management meas-
ures. Estonian society is accustomed to flexible legal
relations in the private and the public sector, where the
transformation process is still ongoing and few power

¢ In Lithuania the reduction rate was higher.




positions and social claims are fixed in laws, planning
and binding social rules. The power enjoyed by trade
unions in Estonia is also restricted. This meant that
there was little opportunity to develop social resist-
ance and organise countervailing power, and public
discontent was relatively low. Even the central govern-
ment responsible for the internal deviation policy was
re-elected.

Estonians accept that the government budget needs to
be balanced. Moreover, it is argued that a deficit fiscal
policy with or without spending would have required
too much time to predict and analyse the crisis and
plan the appropriate measures. Estonia lacks debt
management experience, has no national bond market
(Staehr 2013) and the Central and European Bank is
not allowed to support deficit policies.

As previously mentioned, the transformation process
was driven by externally financed demand for FDI
and consumption demand of private households in
the framework of an open economy with almost fixed
currency rates. In a large closed economy, the trans-
formation process is easier to steer using supply side
measures based on predictions of necessary and de-
sired industrial structures. The change process can
also be promoted via the independent development of
core industries the pursuit of a sophisticated FDI and
joint venture policy, and by opening up the economy
slowly and more gradually introducing the key fea-
tures of a social market or market economy. This path
was not available to Estonia, which, due to general ex-
ternal political necessities, also had to integrate as
quickly as possible with the EU and Scandinavian
economies.

However, the demand-driven transformation process-
es led to imbalanced developments and structures,
which had to be corrected through adaptation crises.
The banking crises and their consequences partly su-
perseded the need for such adaptation crises. The
breakdown in demand, free capacities and lower reve-
nues forced companies to focus on the export market,
which also enhanced Estonia’s economic recovery in
the relatively short term and ensured the survival of
the fittest enterprises. The banking and transforma-
tion crises, as well as the integration drive related to
the introduction of the euro were therefore harmo-
nised using internal devaluation.

There are still some discussions whether a different fis-
cal policy — such as a deficit policy linked to a flexible

floating currency policy and a nationally-defined mon-
etary policy, would not have been more effective than
Estonia’s internal devaluation. In the framework of an
effective European CGE-model (Donaghy 2009), pre-
vailing economic circumstances were analysed to
identify the effects of deficit policy and those of Esto-
nia’s chosen policy of internal devaluation. However,
such a model including Estonia does not yet exits for
such purposes.

We therefore embark on a very simple two country
model featuring a goods and capital market. The com-
petitive situation between the two regions, the EU
without Estonia and Estonia, can be interpreted as a
two-person non-zero-sum game, in which the regions
as decision makers represent the players, who apply
fiscal policy measures as strategies to maximise their
revenues (Friedrich 1986). The currency values are ei-
ther fixed or one currency like the euro is in use in both
strategies spending,
Haavelmo policy (no deficit) and no fiscal activity. The

countries. The are deficit
latter strategy would be just to accept the budget situ-
ation, or to reduce expenditure to decreasing tax re-
ceipts if a formal budget balance is legally necessary.’
Both players seek to maximise income. Inserting the
fiscal policies of the players into the equation system
leads to pay-off matrices for region 1 (EU) and re-
gion 2 (Estonia). These matrices have 3 columns and
3 rows. If we assume no financial crowding-out effect
in region 1 (EU), but such a financial crowding-out ef-
fect arising in region 2 (Estonia), the EU would in-
crease its income by choosing deficit-spending poli-
cy 1. Estonia, by contrast, would have to opt for the
Haavelmo strategy to avoid crowding-out effects in its
region. The outcome of the game would therefore be
deficit spending for region 1 (EU) and Haavelmo poli-
cy for region 2 (Estonia), with both regions actively
implementing fiscal policy measures.

The results are influenced by the parameter values, the
size of the countries (EU and Estonia) and the possi-
bilities of selecting strategies. With respect to the pa-
rameters the crowding-out parameter turns out to be
low during crises (Mirdala 2009; Borys, Cizkowicz
and Rzonca 2011; Miiller 2013), or partly different
(Broner et al. 2014). During crises the EU country
stand to benefit (reduce its revenue drop) by applying
a deficit-spending policy. This becomes a dominating

7 In the model presented by Friedrich (1986) only the effects of poli-
cy changes are shown. Here, the result without active policies pursued
by both players will result in income change produced by the crises for
the regions if one or both players are inactive. The payoffs from the
other strategies show the change in this ‘inactive’ income as deter-
mined by the strategies chosen.
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strategy whatever strategy Estonia would have chosen.
As previously mentioned, the Estonian government
had to choose a kind of Haavelmo strategy to fulfil the
Maastricht criteria and overcome difficulties accessing
capital markets, implying a high degree of crowding-
out in the country. This outcome conforms with the
model.

The question of whether Estonia would have experi-
enced higher growth rates in future if it had adopted
another policy is hypothetical, as no other policy was
viable. If Latvia and Lithuania are experiencing high-
er growth rates than Estonia at present (see Table 1),
this does not mean that they pursued a more effective
policy, as their policy was similar and also dealt with
austerity. Moreover, Latvia and Lithuania are under-
going transformation processes and their higher
growth in the last two years may indicate that they are
still being in the earlier stages of development.

Conclusion

Estonia’s fiscal policy for combatting the crises shows
that golden rules for anti-cyclical economic policies
are very difficult to postulate. Political reactions to cri-
ses differ according to a country’s size, its exchange
rate and currency system, the power of its national
bank, its stage of economic development or transfor-
mation, its economic structure and prevailing credit
conditions, labour markets, goods markets, the nature
of the crisis in question, the stage of a country’s inte-
gration with other countries; and the general political
dependencies to be taken into consideration by
politicians.

In the case of Estonia, the banking crisis triggered a
general crisis, at a time when the country was already
struggling with the process of economic transforma-
tion and integration with the economic union of the
EU. In the case of Estonia, the effects of the banking
and transformation crises had to be dealt with at a
time when Estonia was entering the EU currency un-
ion and introducing the euro. This heavily restricted
the range of policy instruments available — especially
in terms of floating the Estonian kroon, pursuing a
nationally-determined monetary policy and a special
Estonian capital market policy — and led to the selec-
tion of internal devaluation as the main policy strate-
gy. The policy measures were shaped so as to minimise
the impact of the Haavelmo-type policy on private
households.

As most other European countries tended to pursue a
deficit policy, this boosted the success of Estonia’s
policy. Assistance from the EU was welcomed. The ac-
cumulation of reserves in boom periods helped to
shape the austerity policy and enabled the central gov-
ernment to gain electoral support. The question as to
which fiscal policy will prove most effective in the long
run has yet to be answer, as scope for political action
in Estonia was limited in the past and the three prob-
lems cited above had to be solved simultaneously.
Experiences with the economic policies pursued by
Estonia as an EU member highlights the need to ana-
lyse and further develop theories of regional anti-cy-
clical economic policy.
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Annex
Table A1l
HICP - Inflation rate in (annual average rate of change, %) 2003-2014
2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011 2012 | 2013 | 2014
EU28 2.1 2.3 2.3 2.3 2.4 3.7 1.0 2.1 3.1 2.6 1.5 0.6
Estonia 1.4 3 4.1 4.4 6.7 10.6 0.2 2.7 5.1 4.2 3.2 0.5
Latvia 2.9 6.2 6.9 6.6 10.1 15.3 3.3 -1.2 42 2.3 0.0 0.7
Lithuania | —1.1 1.2 2.7 3.8 5.8 11.1 4.2 1.2 4.1 3.2 1.2 0.2
Finland 1.3 0.1 0.8 1.3 1.6 3.9 1.6 1.7 3.3 3.2 2.2 1.2
Sweden 2.3 1.0 0.8 1.5 1.7 3.3 1.9 1.9 1.4 0.9 0.4 0.2
Source: Eurostat.
Table A2
Total unemployment rate in % 2005-2014
2005 2006 2007 2008 2009 2010 2011 2012 2013 2014
EU28 9.0 8.2 7.2 7.0 9.0 9.6 9.7 10.5 10.9 10.2
Estonia 8.0 5.9 4.6 5.5 13.5 16.7 12.3 10.0 8.6 7.4
Latvia 10.0 7.0 6.1 7.7 17.5 19.5 16.2 15.0 11.9 10.8
Lithuania 8.3 5.8 4.3 5.8 13.8 17.8 15.4 13.4 11.8 10.7
Finland 8.4 7.7 6.9 6.4 8.2 8.4 7.8 7.7 8.2 8.7
Sweden 7.7 7.1 6.1 6.2 8.3 8.6 7.8 8.0 8.0 7.9
Source: Eurostat.
Table A3
General government budget deficit (-)/surplus (+) (% of GDP) 2003-2013
2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013
EU28 -32 -29 =25 -1.5 -0.9 -24 -6.9 - 6.5 -4.4 -39 -33
Estonia 1.7 1.6 1.6 2.5 2.4 -3.0 -2.0 0.2 1.1 -0.2 -0.2
Latvia - 1.6 -1.1 -0.4 -0.6 -0.7 -4.4 -9.2 -8.2 -3.5 -13 - 1.0
Lithuania | —1.3 -15 -0.5 -04 - 1.0 -33 -9.4 -72 =55 -32 -22
Finland 2.6 2.5 2.9 4.2 5.3 44 =25 =25 -0.7 - 1.8 -2.1
Sweden - 1.0 0.6 2.2 2.3 3.6 2.2 -0.7 0.3 0.2 - 0.6 -1.1
Source: Eurostat.
Table A4
General government budget revenues (% of GDP) 2004-2014
2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014
EU28 43.8 44.2 44.0 44.0 44.0 43.6 43.6 44.0 44.7 454 45.2
Estonia 35.6 352 36.5 36.8 37.1 43.8 40.7 39.2 39.6 38.5 39.4
Latvia 34.8 354 35.5 33.3 33.0 34.5 35.9 35.5 35.7 35.3 35.5
Lithuania 32.5 33.5 34.0 34.4 35.0 35.8 354 33.6 33.0 329 34.3
Finland 52.5 53.0 52.3 51.9 52.4 52.2 52.1 53.3 54.0 55.2 55.5
Sweden 54.6 55.8 53.5 53.0 52.3 52.4 52.0 51.4 51.7 51.9 51.1

Source: Eurostat.
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Table AS
General government budget tax revenues (% of GDP) 2005-2014

2005 2006 2007 2008 2009 2010 2011 2012 2013 2014
EU28 39.4 39.4 39.2 38.6 38.5 39.0 39.6 40.0
Estonia 30.0 30.5 31.2 314 35.1 334 32.1 32.2 32.0 33.1
Latvia 28.0 28.9 28.4 28.0 27.4 27.6 27.9 28.3 28.1
Lithuania 29.2 30.0 30.0 30.6 30.2 28.5 27.4 27.2 27.2
Finland 42.3 42.3 41.6 41.3 41.1 40.9 42.2 42.8 44.0
Sweden 47.5 46.8 45.8 44.9 45.1 45.0 443 444 44.7 44.6

Source: Eurostat.

Table A6
General government budget expenditures (% of GDP) 2004-2013

2004 2005 2006 2007 2008 2009 2010 2011 2012 2013
EU28 46.7 46.7 46.2 45.5 47.0 51.0 50.6 49.0 49.4 49.1
Estonia 34.0 33.6 33.6 34.0 39.7 44.7 40.5 37.6 39.5 38.3
Latvia 35.9 35.8 38.3 36.0 39.1 43.6 43.4 38.4 36.5 36.1
Lithuania 34.0 34.0 34.2 35.3 37.9 44.9 42.3 38.7 36.1 34.4
Finland 50.2 50.3 49.2 47.4 49.2 56.1 55.8 55.1 56.7 58.5
Sweden 54.2 53.9 52.7 51.0 51.7 54.9 52.3 51.5 52.0 52.8

Source: Eurostat.

Table A7
General government investments to GDP in 2003-2012

2003 2004 2005 2006 2007 2008 2009 2010 2011 2012
EA17 2.56 2.48 2.50 2.52 2.59 2.64 2.82 2.56 2.35 2.13
Estonia 4.36 3.79 3.96 4.68 5.06 5.39 5.07 3.87 4.13 5.43
Latvia 2.38 3.11 3.11 4.63 5.69 4.86 4.29 3.72 4.25 4.39
Lithuania 2.99 3.48 3.48 4.17 5.20 4.93 3.89 4.56 4.36 3.67
Finland 2.79 2.81 2.51 2.33 2.44 2.53 2.83 2.49 2.52 2.59
Sweden 2.94 2.95 2.99 3.05 3.07 3.29 3.52 3.48 3.40 3.53

Source: Eurostat.

Table A8
General government expenditure on social protection (% of GDP) 2004-2011

2004 2005 2006 2007 2008 2009 2010 2011
EA18 27.6 27.6 27.3 26.8 27.5 30.4 30.3 30.0
Estonia 13.0 12.6 12.1 12.1 14.9 19.0 18.0 16.1
Latvia 13.2 12.8 12.7 11.3 12.7 16.9 17.8 15.1
Lithuania 13.4 13.2 13.3 14.4 16.1 21.2 19.1 17.0
Finland 26.7 26.7 26.4 25.4 26.2 304 30.6 30.0
Sweden 31.6 31.1 30.3 29.2 29.5 32.0 30.4 29.6

Source: Eurostat.
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