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c INTRODUCTION

St

This paper contains the buik of the materia) prepared by the representatives of the Institute of
Lconomics of the Estonian Academy of Sciences for a study on “The Future of the Esionian
Industry”. The project was carried out jointly by the Institute of Economics and Elstieto OV
from Finland. Most of the material has been written by Kaarel Kilvits. Information compiled in
this paper was used as background material when writing the above-mentioned study published
under the title "Emerging Estopian Industrial Transformation - Towards a Dual Strategy" in
May 1994, The separaic publishing of this material have been regarded as appropriate because
it containg a jot of valuable information and assessments that have been mpossible (o include
in the final report of the study. In general this paper containg information and evaluations of
the state of the Estonian industry by branches from the end of the Soviet era to mid- 1903, In
addiuon some other more general aspects of the Estonian economy are also covered.

STURE ARD ORGANIZATION OF PRODUCTION
1. Roots of inappropriate structure of indusiry

Before the Second World War the Estonian industry satisfied by iis structure the needs of a
small mdependent country and was quite competitive in international trade. The Estonian and
Fmmsh indusiries were more or less on the same level,

Alter the incorporation of Estonia into the Soviet Union in 1940 the industry was nationalized
and & planned economy introduced, The war that broke out shortly after that caused great de-
structions to the Estonian industry. Many enterprises were destroyed completely or partly.

The extensive development of the Estonian industry that started after the Second World War
was obviously caused by various intertwined goals, reasons and circumstances.

1. Creation of new indusirial enterprises and exiension of the existing ones enabled to create
new jobs and thus had a share in carrying out the most important strategic goal of Moscow -
russification - by way of organized importation of labour, The changing of the economic strue-
ture and national composition of the employees enabled to create the so-called civil Qarrisons
and ensure with that the annexation of BEstonia to Russia. For the sake of thic goal the Estonian
industry was integrated into "the upitary economic complex of the Soviet Union” and made de-
pendent on it

2. However, it 1§ necessary 1o take into consideration that the forced development of the Bsio-
mian mdustry was not & unique undertaking in the Soviet Union then. An industrialization cam-
paign was in progress (continued) i the whole country. A solemn beliel in the i ghtness of the
puiority development of the production of means of production (heavy industry) was predomi-
nating., New manufaciuring enterprises were set up and the existing ones extended all over the
Soviet Union. Therefore many of the direct executers of the Soviet Union industrial policy 1n
the Central Committee of the Estonian Communist Party, in the Estonian SER government and



elsewhere may not have been conscious of all political and strategic goals and consequences at

3. 1In Estoma 11 was possible to make investments much more effectively than in most other re-
gions of the Soviet Union. In Estoma, there was an industry of quite satisfaciory level and rela-
tvely educated working class, historical tradivons, infrastructure that could be made use of,
thanks to the Estoman agriculture (whese the production had, however, considerably declined
by that time as compared with the pre-war period) foodstuffs sufficed for feeding industrial
workers, eic.

4. Estonia had an important energy resource - oil shale. The forced development of indusiry
was also fostered by the availability of forest rescurces and a possibility to produce building
matenals (there were boih natural bullding maierials and brickyards, production of cement,
gle.).

5. Favorable economic-geographical position made 1t possible (o develop so-called manitime
branches of economy in Istonia: sea transport, fish industry, ship repair industry.

6. The majonty of the German equipment dismantled for the reparations were {ransported (o
the Soviet Union by sea through the pert of Tallinn. Since the transport worked very badly and
equipment lended to accumulate 1n the port, 1t was often easier to makes use of them in Fsto-

nid,

Mostly just for the above-mentioned reasons exiensive investments were made in the Estonian
industry in the post-war period {during 1945-1989 over 7.8 billion roubles al comparable
prices of 1989} But it doesn't mean that these investments were made at the expense of other
Union republics or some mystical "center”. Most of the post-war investments into Estonian in-
dustry were made clearly from the reparation payments. Approximate calculations allow io
state that the amortization of the fixed assets for renovation and investments in the Estonian in-
dustry were about equal in this period. It should be taken into consideration that the profit (as
well as other monetary resources) was taken into the centralized funds and only part ofit was
returned, Selective analysis allows one to say that the Estonian industry received in most of the
post-war vears less from the budget than contributed there.

Industrialization in ksionla was casied out according to the previous practice of the Soviet
Union, which meant the demolition of most of the existing structures and disruption of natural
self-regulation in the economy. It was accompanied by structural shifts, social, demographic
and ecological consequences, 3t s conspicucus that investments were made primarily in
branches oriented to the consumers outside the republic (Soviet Union market).

The central power in Moscow tied in every way (o reduce the significance of a Union republic
as a whole, Iiverybody were made dependent on others by downright nonsensical specializa-
tion, extension of cooperation relations, location of production, procurement of raw materials,
etc.. For mstance, Uzbekistan, the biggest cotion producer, who had a Jot of free jabour
power, was hindered in every way from extending its cotion industry. Instead the cotton indus-
try wag extended in Estonia, who was suffering from the shortage of labour power, Since no-
body had heard anything about direct contacts between Union republics, this kind of indusirial
policy of the Soviet Union enabled to increase the dependence of both republics on Moscow.



Uzbekistan could realize its cotten only to Moscow and Estonia could buy (request for the al-
jocation) only from Moscow. This enabled the Moscow central authorities {0 have ful} control
over the industry in Union republics and frame it according 10 j1s own inierests.

JFor the above-mentioned reasons and also due 1o the absurd, arGficial price formation princi-
pally different from that of the rest of the world a rather peculiar structure of industry was
formed in Estonia (as well as in the whole Soviet Union).

Since the prices of raw maienals and cnergy carriers were ariificially low in the Soviet Union
at that time, the whole industinal production was highly raw material, energy and transport in-
tensive. Thanks to the enormous market of the Soviet Union as a relatively closed system this
kind of mdustriaiproduction did not have to consider the world market competition.

The structure of Estonian indusiry was not based on inner development Jogic but rather on the
policy "distribute and rvle” by Moescow. The Hstonian industry was in essence only the com-
plex of individual manufacturing enterprises Jocated op the territory of Estonia, among whons
many were factually departments-subsidiaries of Russian firms. This kind of industrial structure
guite satisfied the interests of Moscow and in the economic environment of that ime could be
considered even logical and effective.

The industrial structure resulied from the post-war development reached its hey-day (maxi-
mum voiume of production} in 1989, But it must be taken into consideration here that in the
case of many individual kinds of products this year was anything but peak year. For exampie,
il shaie production had declined from 32.8 to 23.3 million tons, output of electric motors
from: 309.6 to 215.3 thous. pieces, production of mineral Tertilizers from 267.9 to 214.0 thous.
tons, elc.. But industrial cutput as @ whole was in this year really bigger than in the previous

years.

1.2, The struciure of Esionian indusiry in J989

It s obviously expedient to discuss the industrial structure in Estonia in the year of maximum
volume of production (o find out preduction capacities, poientials, ete,

in this section we try 1o give a survey of the industrial structure of the peak vear of the old
economic sysiem without large tables and detailed statistics, drawing attention only to the most
essential problems. This kind of discossion may be explained by two {acts, First, the year 1989
is the economic lustory in our rapidly changing situation and does not need {0 be discussed so
thoroughly from the viewpaint of planning the future of the Estonian industry. Secondly, many
statistical data on 1989 will be produced i the sections below with a view 1o showing the dy-
nanuces, trends and potentials of the current processes.

To characterize the indusinal structure of Estonia in 1989, we have only the statistics of that
time at our digposal, which did not include many big defense industry enterprises: Dvigatel,
Balujets, Sillamie Chemical-Metallurgical Combine, Factory No 7, ete, Gbtaining information
on these enterprises was extremely difficult or quite impossible.



1 1989 manufactering was clearly the most important branch of economy in Bstonia. 60.2% of
the GDF and 44.2% of the national income was created there. In Estonian industry there were
3567 enterprises in all, who employed 245755 people and productive fixed assets for 5540000
thous. roubles. Commodity production was 6678431 thous. roubles in this year. Main produc-
tion capacities were, however, accumulated in 284 large enterprises, which employed 78.9% of
the working population and 82.9% of the productive fiea assets and which produced 84.7%
of the commodity production,

Unfortunately accounting, data processing and generalization were incomplete also as regards
indusinal cooperatives and small enterprises created jn 1985-1089. 1 is only known that af the
end of 1985 471 cooperatives and 62 small enterprises said 10 be engaged in manufacturing in
Estonia. They had respectively 9449 (4632 in their second employment) and 1717 employees
(32.2% of the wages received for second employment), Productive fixed assets of cooperatives
were mostly leased, those of simall enterprises cost 23486.4 thous. ronbles at ihe end of 1980,
Commodity procuction by cooperatives and small enierprises was 31773.4 and 35787.7
thous.roubles respectively in 1989, Ag you can see, cooperatives and small enterprises ac-
counted for about 1% of the IIstonian industrial produciion in 1989

In 1989 the management of the histonian industry was within the competence of both the So-
viet Union central government and the Estonian SSR government, Manufacturing was planned
and managed by all-Union, Unjon-republican and republican niunisiries and institutions formed
by the branch principle.

Based on that the Estonian industry may be discussed as consisting from Union subordinated,
Union-republican subordinated and republican subordinated industry (Table 1). As you can see
from Table, 58 major mdustrial enterprises were under the direct administration of Moscow.,
These enterprises employed 59.2% of the productive fixed assets of the Estonian industry.

As Tor the branch division of indusiry, almost a quarier of the industirial fixed assets were
thanks o the high cost of the Baliic and Izstonian Thermal Power Plants employed in power
engimeenng. The number of employees was the biggest in engineering and metal industry. The
role of chemical industry was also remarkable in the indusuial structure - it occupied the third
place by the cost of lixed assets afier power enginecering and metal industry.

In 1989 the production of means of production (A-group) accounicd for 56.2% of the Feto-
nian industsial production.

The incustrial strucivre formed as a result of the whole post-war development was not favor-
able from the territorial aspeet either. In 1989 sbout two third of the Estonian indusiry was
concentraied 1 three North-Estonian towns: Tallinn, Kohtla-Yirve and Narva (71.5% of the
productive fixed assels, 66.6% ofthe industrial employees and 64.7% of the commodity pro-
duction).

Narva contribuied the biggest pari - 81.2% - of the energy production (ihanks to the Baltic and
Bstonian Thermal Power Plants), Kohtla-Jirve of the fuel production - 86.1% (thanks (o 0il
shale mining). Kohtla-3érve also contributed a big part of the chemical industry production -
49.1%. In enginecring and metal industry the leading position was occupied by Tallinn -
66.0%. I other indusiries the territorial division was more evern.



Table 1. Subordination of Estonian main industries in 1989
" Numberof | Productive fixed Number of Commodity
enterprises assets, thous, employees, production thous.

roubles (%) (%) roubles (%)
Total industry 284 4595484 193927 56580606
(100.0) {100.0y {100.0)

among this

Union subordinated industry 58 2720435 65867 1650080
(59.2) (34.0) (29.2)
Union-republica subordinated 137 1046637 58570 2019895
industry (22.8 (30.2) (35.7)
Republican subordinated indusiry 89 g26412 69490 JOEHEG3]
{18.0) {35.8) {35.1)

The technical level of the Estonian mdustry was clearly unsatisfaciory i 1989, Unfortunately
detailed results are available only for 1985, when the depreciation of productive fixed assets
was 47.3% (in building materials industry 53.8% even). Indirect caleulations show that in 1988
the depreciation of productive fixed assels was about 52.3% in Estonian industry. In 1985
27.6% and i 1989 about 25.0% of the indusirial workers were occupied with primiiive mantia)
Jlabour.

On the strength of the facts above we can draw a conclusion that in 1989 Estonian industry
reached its maximum volume ofproduction, buf its structure and technical level evidenced seri-
ous internal tensions and development problems. 1t was obvious that the existing system had
exhausted itsell in every respect. Further evolutionary development was impossible. Revolu-
tonary changes were nnperative,

1130 Structural crisis in Estonian indusirvy

The structure of Estoman imdustry described shortly above (which was formed by 1989) conld
in itself be guite Jogical and seceptable system for Moscow central power under the conditions
of the economic system 1 the Sovie! Union at that time. But such stucture of industry did in
no way serve the needs of the newly independent Repubhic of Estonia, who siarted 1o return
from planned economy to a market economy. Enormous amount of investments were made for
creating existing production capacities, but their siructure and technical level were such as in
many cases it would have been more correct (o speak about the cost of liguidation,

And the year 1989 remained the peak year of the old economic system, During the next two
years {1990, 1991) a considerable decline in output level oceurred and a real structural crisis 1y
the Estorman mdustyy staried in 1992,

This structural crisis in the Estonian industsy can be rc—*garded as an objective phenomenon.
Several factors changing the structure worked in parallel (many-fold rise it the prices of fuels
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and raw materials, disorder in banking transactions, decline in the purchasing power of the do-
mestic markel after the monetary reform, ctc.).

sharp dechine in the Estonian industry in 1992 was greatly due to its openness fowards cast.
Since the Estonian industry was (and still is) energy and raw material intensive, the decline in
ther mmport from the east caused both directly and indirectly a considerable decline. The effect
of the collapse of eastern trade was expressed sharply in the second guarter of 1997 - when the
previously obtaimed raw materials run short.

The Bstonian industry, which had previously produced for the Eastern market based on the
plans confirmed by Moscow, found itself in quite new conditions. If previously the manage-
ment of enterprises had 1o sclve mainly production-technical and supply problems, then now
the mam issue was: what o produce and for which market. Afier the considerable dechine in
orders {rom Russia the Hstonian engineering and metal industry fulfills suborders of Westerm
firms, chemical indusiry enterprises work only at half load, practically al} industries and individ-
ual enterprises have some difficultics,

The operation of many enterprises has been restricted by the shortage of circulating media,

The production of building materials industry (excl. cement) is realized mainly in the local mar-
ket Since the construction vohumes have congiderably declined, its Jogical result is also the de-
chine 1n the production of building materials industry.

The decline in the production of food industry is due to the competition from imported food
and Jessening of the raw materials procured from agriculture (decline in agricultural produc-
ton). Due to the high processing costs in meat processing and dairy plants and the monopolis-
tic price formation, high taxes and mark-up prices most of (he agricultural production is sold
directly by agricultural producers in the market-place or behind the doors of the shops, either
in prefabricated {form or raw,

The decline in the ouipui Jeve) of concentraied fodder industry s resulied from the decline in
the number of hivestock, high prices of concentrated fodder and the fact that farmers proeduce
fodder themselves from left-over grain.

The sewmg industry is the only industry which has, thanks to the Western orders, managed 1o
become stabilized.

In the initial period of the structural erisis, uniil the middle of 1992, there were mamly declines
m output levels, Since the number of employees dropped as compared with production threc
tmes slower, the Jabor productivity dechined. It was obvious that such development cannot
Jast. Then started the termination or suspension of productions (along with sending employees
on compulsory leave). Based on the enacted bankrupt law the first bankrupicies occurred.

The structural ensis i Estonian industry continues also in 1993, In January-June the output of
industry was 0890.] million kroons at current sclling prices (excluding sale and excise
tax).State and municipal enterprises contribuied from this 4397.5 million kroons or 64%, Ag
compared with the same period in previous year the industial output decreased 34.7%, from



this that of state and municipal enterprises 36.2%. From these 167 enferprises 137 (82.0%) re-
doced their output.

The author considers it necessary 10 emphasize once more that it is a quite objeclive process.
For example, In Latvia and Lithvania the decline is even bigger {output level in January-June,
1993 55.4% and 48.2% respectively compared with Janvary-June, 1697). Other post-socialist
countries also experience great decline in industria) production,

It s bad that means of production of many manufacturing enterprises of Bsionia are not re-
newed while they continue to drop ovt. Since the price of productive fixed asseis is artficially
Jow the amortization is also small and does not cover actual cogts. And even these unreasons-
bly low sums are not ofien used purposcfully. Many industrial enterprises have not made in-
vestments or a long time. Their activity has been aimed at postponing bankrupicy. They sell
their fed and current assets and Jease production space in order 1o pay debts, (excessively
high) wages, cosis of (freguent and unreasonable) business trips (of the administration) abroad.
The firms are eating themselves away.

The decline of the Estonian industry is, of cowse, enormous, per capita output has decreased
(Table 1) and there are many problems. But the sitwation should not be overdramatized. Whilc
comparing the present preduction volumes with the previcus years it should be considered that
then the production indicators were greatly increased artificially by means of iterative acconni-
ing, price mampulations, etc. Today there simply is no reason for such operations,

The development in recent months shows that the Estonian industry starts gradually (o be sta-
bilized. At the same time, under stabilization should not be meant the restoration of previous
output level destined for the Eastern market but stopping the decline of production and forma-
tion of theindusirial structure suitable for the Republic of Estonia,

Talile 1. Induetrial ouiput per capits i 19€9.1992

1689 1989 199} 1992
Electric energy, kwh 11163 10858 9339 7547
Mineral ferulizers {recalculated to the 100 % 1356 136.2 115.2 38.2
content of agent), kg
Paper, kg 58.2 48.9 445 214
Cement, kg 7159 5028 5718 3083
Cotton clotlh, m’ 118.8 106.9 6.8 70.6
Linen cloth, m° 7.2 0.6 6.5 3.
Isnitwear, pes 15.0 14.5 14.3 10.0
Leather footwear, pairs 4.5 4.6 4.0
Preserves, standard ting 2253 205.0 167.9 712
Meat (including subproducts of 1 ciatepory), kg 118.3 101.0 81.9 51.8
Whole milk products (recaleulated inio milk), kg 2639 260.4 1891 94.5
Butter, kg 198 12.6 18] 16.8
Fish and other sea products, kg 254.0 2339 2027




After the decline in industrial output by 17.2% in Febroary 1993 (parily on account of the
short month) the Estonian indusinal output increased four months running. In March the
growth was 26.5% (it can be parily ascribed 1o the long month), in April 5.8%, in May 7.0%
and m June 4.9%. In July the industriial output decreased by 6.9%, but this was a usual yearly
decline 1n the period of vacations. Since the statistics does not include about 3700 small-scale
productions, among whom many are developing quite fast, the actual growih may be even big-

oer,

And afier all, a considerable part of the economic activityol both Estonia and many other coun-
tries lakes place i "black market". For instance, Greek economisis estimate the turnover of i)-
Jegal econemy at 37% of the official GDP. Approximately hall of the employed population
have @ second, illegal job. The share of illegal production i 20% in ltaly, 22% in Portugal,
25% in Spain, 13% in Sweden, The reason is high taxes and short (40 hours) working weel,
which leaves time for extra work.

The fact that the state is deprived of taxes and the Statistical Office of data is, of course, bad.
It is also bad that the enterpnses who pay taxes have fo compete with those whio do net pay
taxes. But illegal economy reduces unemployment and stimulates the. growth of production.

Since the official statistics does not reflect black market, it provides incorrect picture of the ac-
tual development. But opponents of the reforms use these data to compromise inmovations and
restrain reforms.

Within the first seven months of the year §7.7% of the company income tax planned for 1993
came in i¢ the state budgel. Besides, it should be considered that enterprises can show their
profit smaller by way of revaluating the fixed assets and increasing depreciation. 1t is clear that
the payment of company income tax gives evidence of the growth of economic activity,

Accordmg to the Employment Cffice, there were officially registered 18646 unemployed pei-
sons i Lstoma as of August 1. The uneniployment level was 2.12% of the population in work-
ing age. Within three monihs (May, June, Julv) the unemployment level has dropped 1o 1.64%.
In case of good will one can discover from ihese data {irst signs of Improvement of the eco-
nonie sitwation. But 1t )s understandable that in summer the number of jobseckers declines on
account of those who have found employment in seasonal jobs, in one's cwn household or who
are on Jeave. But when avtom comes a rise may be expected in unemployment, because many
graduates from secondary and higher schools who were not admiited 1o schools and have nol
found a job erther, start actively to look for a job through employment offices,

The Estoman industry has vnexpeetedly {ast been able to reorient to the Western market. Only
a couple of years ago about 97% of the Estonian trade was with the Soviet Union republics,
but 1 1992 the CIS states accounted for 35% of the Hstonian cxports and 40% of imports. In
the first half-year of 1993 the share of the C1S countries had dropped 10 27% both in exports

and mports.

Based on the total Joreign trade turnover {sum of exports and imports) the major trade part-
ners of Estonia (by the 1otal foreign trade turnover) in the first half vear of 1993 were ag fol-
jows:



Finfand - BEK 2103.7 million (24.1%)
Russia - EEK 1743.3 miilion (19.9%)
Sweden - EEK 880.0 million (10.1%)
Germany - BEK 771.8 million ( 8.8%)
Latvia - EEX 402.9 million (4.7%)
Netherlands - BEK. 382.6 million { 4.4%)
Lithuania - EEK 235.3 million ( 2.7%)
Ukraine - BEEK 216.7 million ( 2.5%)
Denmark - ERK 2098 million (2.4%)
Japan - BEK 208.0 million { 2.4%)
USA - EER 1790 million ( 2.0%)
UK - FEK 1113 million ( 1.3%)

In 1992 and the first quarier of 1993 the trade balance of Estonia with foreign comntries was
positive (exports exceeded imporis by EEK 420.9 million in 1992 and by BEK 60.2 million in
the I guarter of 1993}, But in the second guarter of 1993 (he siuation changed, and in the first
half of 1993 the trade balance was negative (EEK -156.6 million). There is o reason for panic,
since according 1o the methodology, imports include alse EEK 141.0 million worth of humani-
tarian and economic aid (e Hstonia.

Table 2. Enterprises with foreign capital as of July 1, 1993
Foreign capital Number of enterprises
{EEK million.) with foreign capiial
Total 2241.3 4052
among this
Sweden 852.1 549
Finland 626.2 1598
CIS 2403 86l
USA 114.1 142
Netherlands 76.8 29
former Yugoslavia 60.1 4
Germany 55.4 P70
China 2572 59
UK 2.0 65
Denmark 17.4 44
Austria 163 27
Capada 15.5 26
Switzerland 15.3 a8
Itaky 15.0 12
freland 14.1 15
India 12.G 13
Cyprus 11.3 10
Poland 10.1 35
Norway 6.7 36
France 3.3 15
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During & short period of time the Estonian industry has attracied a Jot of foreign capital and re-
cerved foreign aid.

As of July 1993, there were 4052 enterprises with foreign cepital participation in Estonia. The
total sum of capital isvested in them was 6.93 billion kroons, from this foreign capital 2.24 bi)-
lion kroons (Table 2). Major investors in Bsionia are Sweden (38.0%), Finland (27.9%), C18
(10.7%), UsA (5/1%), Netherlands (3.4%), former Yugoslavia (2.7%), Germany (2.5%). Ma-
jor part of the foreign nvestments are concentrated in Tallinn and Harju county,

5o far the most atactive branch for foreign investors has been just industry. Investments there
exceed those in wholesale and retail trade as well as transport. In the first half-year of 1993
foreign countries invested in the Estonian industry 194.519 million kroons and 190 enterpriscs
were sel up with the help of foreign countries.

Many small enterprises develop quite fasi. As of July 15, 1993, there were regisiered 6975
manufacturing enterprises and 69 coterprises in mining. Ouly about 4000 enterprises are actu-
ally working, from them 2000 with over 20 employees and 2000 with up 1o 20 employecs.

From 297 tarpe-scale enterprises a fifth had found their place under new economic and political
conditions. They have pot reduced the produciion compared with the previous year. Let's hope
that most of the enterprises presently suffering from economic difficulties will find their place
in the new cconomic system. Some indusirial enterprises will inevitably go bankrupt, be ligui-
dated, reorgamzed, reconstrucied. All production capacities created for alding migration, pro-
viding for the Bastern market or simply in megalomania cannot be maintained even in the case
of the biggest wish and ingenious industrial policy.

The mdustrial structure of Estonia should be changed by creating new enierprises on the one
hand, and on the other hand, by reprofiling the existing large-scale enterprises - or if it turns
ot impossible - by liguidating them.

The use of state budget means of the Republic of Estonia for structural political purposes is
limited. Therefore the majority of mdustry is meant o be privatized. At the end of the last year
38 state-owned enterprises were put on international tender. From them 25 are expected (o be
sold. In May 1993 the next 52 enterprises to be sold were announced, 180 applications were
submitted for buying them - 103 from Estonia and 77 from foreign nvestors, From purchasing
bids 20 concerned the shares of enterprises, 76 whole properties and 7€ individual units of cu-
terprises. Only one of the enterpriscs offered for privatization tender did not get a bid, for oth-
crs the number of bids was between one and ten. The analysis of the bids will becarsied out by
the Estoman Privatization Agency in the near foture, who will alse inform which of them are
selecied by November 5, at latest,

Everything that can be made by private capital should be feft 10 privaie capital, Success and
fagt restructuring of mndustry in Estonia is possible only in case the majority of the property 1o
be privatized will be bought by foreign capital, including by the producer capital with world
stapdaré know+how and contacts abroad. In that case it would be possible 10 use investmient
requirements and guarantees in the process of selling.



Thanks to the monetary reform and sticking to the recommendations made by IMF, the Repub-
hic of Eistonia has in short time become fit for investment., The following factors should in-
erease interest of foreign capital in Estonia:

Contrary 10 the statements by Moscow, our political sitwation is siable, Independence was
cained without blooed.

- We have quite long manufacturing traditions, high educational level, Furopean cultural en-
VIODIMEnt.

Estonia bas a splendid geographical position, good potentials for entering Eastern markeis,
possiility of sea transport, ship repair and fish indusiry.

Low wage level ag of yet enables to produce many Jabour intensive producis cheaper than
m Western countries and the overdevaluated kroon promoies expori,

The availability of Jocal building materials, buiiders and forest conduce 10 the development
of mdustry.

Contrary to the previous stalements, Bstonia is guite rich in natural resouvrces (forest, fish,
oil shale, phosphorite, peat, natural bvilding materials, etc.).

Estonia has industrial infrastructure and there are also vacant production buildings. There-

The Estonian government promotes in every way foreign capital investments in Estonia.
Privatization and selling of industry to foreign capital is a part of the government industrial
policy. Foreigners can buy alsoe land.

Sy today a draft Jaw of priority areas in entrepreneurship has been compleied, which provides
priority areas in foreign wade, export production and entrepreneurship. 1 has (o help to attract
foreign investmenis and promote Estonian industry.

The changing of the indusiria) structure is also the main goal of Estonian industrial policy. At
present it happens mostly by the help of so-called crisis management. The degree of interven-
tion by the government js rather high and it occurs on the microlevel, The disputes are around
which firms can be let go bankrupt and which not, how to "drag enterprises along uniil the pri-
vatization” or reorganize ther before privatization, how to manage stale-owned enterprises
hetier, eic.

Alter departure from the crisis the moulding of the Estonian indusirial development and inte-
gration of the Estonian industry into Burope and the world should proceed only with cconomniic
methods.

In the next chapters we will discuss the present production structure and organization of Bsto-
man indusiry based on the most recent statistics and special studies.



Since the paper is about the Tuture of the Estonian industry, we shall use the data of past years
only for showing the dynamics of processes under way and to stress that the Estonian industry
will be changing fast also in the near future.

M4, Spheres of activity, their organization ond interaciion

As aresult of the post-war development, based on the "distribuie and govern” polbicy by Mos-
cow {see section 11.1), the Estonian industry was fashioned to be a compliex of individual in-
dustrial enterprises (among whom many were factually depariments-subsidiaries to Russian
enterprises) Jocaied on the Estonian terniory only. Therefore the spheres of activity of the Es-
tonian indusiry are very divergent and the braneh structure variegated and dispercing.

As of July 14, 1993, there were 6975 manufaciuning and 69 mining enterprises registered in
Estonia. Actually only about 4000 are working, irom them 2000 with more than 20 employees
and 2000 with up to 20 employees. The Statistical Office maneaged 1o get for the analysis of the
work yesults in the first half-year of 1993 informetion on profi, somse financial indicators and
assets from 3524 enterprises, which divided by ownership as Tollows:

- state property 30Z;

- muncipal property 18,

- private property 2209;

- cooperative property 616;

- property of public organizations 123

- property of leased enterprises 41,

- property of foreign coupiries &;

- collective property of Estonian entreprencurs 35;
- joint property with foreign capital 283,

The latest statistical data on the classification of industrial enterprises by forms of entrepre-
neurship are from the beginning of 1993, when 1955 enierpriscs divided as follows:

- private enterprises 413
- state enterprises 52;
- municipal enterprises 17;
- people's enterprises 4;
- cooperative enterprises 338;
- gconomic socieiles 1275
el joint-stock companies 1235;
from them state-owned joint-stock companies 102;
- leased enterprises 42,
- other forms of entreprencurship 186;
incl. joint ventures 36,
small businesses 67,
stale enterprises who have not changed their entre-
preneurship form 76,
Major spheres of activity are as follows.



1. Power engineering. The majority of electric power produced in Estonia comes from two
oil-shale heated thermal power plants - Bahic Thermal Power Station and Estonian Ther-
mal Powey Station.

2. Fuel mdusiry. The branch consists of oil-shale industry and peat industry,

3. Chemical indusiry, The branch has a highly diverse strocture, There are base chemistry;
manufacture of piastic products, glasg fibre materials, glass plastics (and products from

them); applied chemistry, resin indusiry; chemical and pharmaceuiical industry.
4. Lngineering and smetal industry. This branch also has a divers structure. There are manu-

facture of power engineering eaupment; elecirical engineenng; apparatus building; manv-
facture of chenyeal and petrochermical machinery; instroment industry; manufacture of
agricultural machinery; general enginecring: manufacture of metal products and compo-
nents; vepairs of machinery and equipment (ships, cars, other manufacturing cquipment).

5. Forest, wood. pulp and peper industry. The branch consists of forest industry; wood-
working industry (furniinre industry, skimndustry, manufaciure of building components
from timber and woodboards, manufacture of wooden boxes ¢tc.); pulp and papey indug-

iry.

6. Building matenals indusiry. The branch consisis of cement industry; manufacture of pre-
fabricaied ferroconcrete construciions: manufacture of wall materials; building ceramics
industry; manufacture of limestone building materials; glassindustry, manufaciure of coat-
mg malerials and hydroinsulators.

7. Lightindustry. The branch consists of cotton industry: flax industry; wool industry;
manufacture of nonwovens; extile and haberdashery industry; stockinet industry; sewing
industry; Jeather, fur and footwear industry,

&, Food industry. The branch consists of bread industry; confectionery industry; fat industry;
Hgueur and spints wndustry; manufacture of refreshing drinks: beer mdustry; veast indus-
try; starch and syrup industry; fruit and vegetable indusiry; tobacco industry; food con-
centrates manufactusing: meat industry; dairy industry; fish industry; flour and cercals
mmdustry.

9. Concentrated fodder industry. The branch consists of grain processing plants (elevators
and mille), which preduce fodder from prain,

10, Prnune ndustry. The branch consisis of large and small printers of various purposes.

-

P10 Other industries. This includes production of art obiects; production of musical insiru-
ments; jewelry industry eic,

In connection with the structural crisis in Estonian industry, the proportions beiween spheres
of activity are changing continuously, some spheres disappear and new ones arise.
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tUnder the organization of activities we mean mainly the structare of an indusiry or sub-branch
by the number and size of enterprises, their entreprencurship form, ownership, etc. The rela-
tiops between specialization and diversilication in the spheres of activity are also discussed.
The analysis of the Interaction of the activities is mostly reduced (o studying the clusters.

In many countries the moulding of structural policy has recenily proceeded from the concept
propagated by Forter that the "bundles" of branches, so-called clusiers are successiul rather
than single branches. (Of course, not branches or their associations in general but enierprises in
one or another branch or clusier).

The development of industry in the post-war period signified the destruction of the majority of
existing stroctures and disruption of natoral scif-regulaiion in the cconomy. The Moscow cen-
trai power tried in every way (¢ reduce the imporiance of & Unjon republic as & whaole, By
quitc absurd specialization, extension of cooperation relations, location of production, pro-
curement of raw materials eic. (sce section 11.1.) the interaction of the spheres of production
were {0 @ great exient eliminated in Union republics, including in Estopia, A¢ o consequence of
this as well as due to the smallpess of Estonia one can speak about the polential clusters only i
the Tollowing spheres of production.

1. Power engineering - fvel industry (o1l shale and peat)
2. Qil-shale chemical industry (oil shale)

3. Forest, wood, pulp and paper mdustry {forest)

. Building materials industry (Jocal building matenals)
. Meat, dairy and fish indusiry (focal raw material)

6. Beer mdustry (party local barley)

7. Lagueur and spirits industry (partly local grain)

L I

In other spheres of production (especially in chemical industry, engineering and meial industry,
Lght industry), there are mostly enterprises operating alone, independent of others.

In the Finnish economy, which is yuch bigger than the Eetordan, only Tour clusiers are men-
tioned, and only the clusier of branches connected with forest is considered strong.

Considering everything that bas been said above, there is 1o reason 1o expect that there will be
a cluster with all classical elements (rav material, equipment, research ete.) in Feionian indus-
ry.

115 Producis

The most generic picture of the Estonian industrial products (production) is obtained by view-
g the dynamics of the production in 1989-1993 (Table 13}, The product seleciion in the table
1s based on the nomenclature of production studied by the Statstcal Office v the firet hall-
year of 1993, As the nomenclature studied in the previous periods has been somewhat differ-
ent, the data on earlier years are unfortonately incompleie in the table.

The analysis of the table enables 1o draw the following conclusions.
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In producing many products the Bstonian industry had gained by 1989 the cuiput level which
wils awesome even as compared with the most advanced industiial countries. In this year ihe
production of the means of production (group A) accounted for 56.2% and the production of
consumer goods (group B) 43.8% of the Estonian industrial output, By output per capita Esto-
na was among the leaders in the world in producing many kinds of products (clectric energy.,
muineral fertlizers, cement, cotion fabric ete.).

Due 1o the structural erigis in Estonian industry, the output Jevel hag considerably decreased in
the ensuing years and the production of many kinds of products siopped altogether. But as YOou
see from the table, the nomenclature of Estonian industrial production was very wide and out-
put levels comparatively big. Polentizls for restoring and widening the nomenclature and in-
creasing outpul are good.

Table 1. Dynemie of Estonian industria) production in 1989.310¢3

Upitof | 1989 | 1990 | g99r | 1992 | 1992 | 1993

Produet measure I haif I half
vear yeay
Electric powey bill. kWh 17.6 17.2 14.6 118 585 4.39
Thermal power thous. MWh 3443 2859
Peat, total
May-September thous. 1 389.4 225.8
Peat for fue) 872 648 574 G54 1 3852 | 2248
Peat for agriculiure ’ 1.6 1.0
Peat-briquette - 216 201 195 714 50.5
Electrode coke 177 18.2
Shale oil (commodity) 20.0 21.0
Ol for heating (commodity) 18.1 6.5
0il shale mill.t 233 22.5 19.6 148 9.57 7.51
Mineral fertilizers (re-
caleuiated for 100%
active agent content) thous.t 214 216 18] a0 421 13.6
among this:
mirogen
fertilizers 108 106 32.4 13.6
phosphate fertilizers
{incl. phosphorite meal} 106 100 o 0
Trom ihis:

phosphorite meal for
agriculture 0.4 4.4 0 0
Synthetic ammoniua 08.7 41.0
Sulphuric acid 552 547 460 46 22.8 0
Toluol 16.5 6.3
Benzol 40.0 14.6
Formalin (techn. 37%-/-0.5) 34.3 6.7
Synthetic resin and plastic 13.3 5.0
Rubber feotwear thous.paire 317 223
Drugs (at selling price
with sales (ax) EEK mill. 258 24.3
Analgin mil.amy. 45 6.7




Table 1. cont.
Unitof 1989 1990 1991 1602 1992 1963
Product MCASUIC 1 half 1 halt
year year
Digoxin thous. pack. 210 31
Steel cast t 3065 1478
Cast iron ! 3928 1751
Alternative cwrreni moiors
with the height of rotation
axis 63-450 mm thous.units 215 205 202 66 339 2.
Alternating current motors
with the height of rotation
axis 63-450 mm thous kW 1509 1402 f444 234 87
Power converters with
capacity of 5 kKW or more - 3283 3358 878 120 57
Excavalors units Ho45 1690 1235 103 123 g
Tank cars and lorries with
special boxey 70 O
Apparatug, automation
vehicles and their spare parts | EEK wmill, 38.1 127
Radio-measuring apparatus EEX thous. 5046 0
Contro) and measuring
apparatus for technologics)
processes EEE mill. 33.0 12.7
Power cable Tor tension up (o
1 ¥W (types IRG, NRG
and URG) km 497 328
Power cable {bending) thous.km 12.9 14.3 8.2 0.15 0
Qil processing eguipment EEK mill. 845 11.2
from this
oi) apparatus EER mill, .51 0.93
air cooling equipment ELER . 7.93 10.27
Agricultural machinery EEX thous, 932 G55
Spare parts Tor agricultural
machinery (for repair and
exploitation) EEK thous. 459 4%
Sawen timber” 30.9 thous.ny’ 685 500 462 153 67,1
among this:
sawn tmber from own raw
material" ihousaw’ 58.1 19.4
FPhywood 0.8 230 24.9 6.5 3.33 3.07
Fibre board milkaiy’
cony, 19.3 19.5 P86 7.8 4.15 3.82
from this
hardboard 327 273
Particle board thoug.m®
cony, 178 136 124 6.1 £2.29 11.28
Matches thovs.stand.
hoxes 501 79l 782 228.3 7.6

1y Excluding data of the Estonian Forest Qffice




Tabie 1. cont.
Unit of 1989 1950 199] 1992 1992 1993
Product NICASure Y half 1 half
Vear yedy
Pulp, total thoug. i 22.0 68.4 65.7 24.82 0
from this
cormmodity M 2.45 ¥
Paper - 1ota) 91.8 TE3 Ti5 34.4 25.39 {161
Writing and exercise book { 100 0
papey
Writing and exercise book mill.m? Lo y
paper
Stationery {selling price EEX thous, 3160 5838
minug sales tax)
pastehoard ihous.t 4.8 4.8 4.9 (.87 098
Skis, tota) thous.pairs 1 1031 1020 715 150 80
Furniture, total (selling EEE mii. 253 175
price minus sales tax)
Exercise books thous.umits 5005 0
Wallpaper ihous.conv, 1790 813
pes
Window glass thous, 1y’
phys. units | 1892 1638 1600 78] 572 437
Prefabricated ferroconerete
components and products thous.m’ 995 88y 768 228 172 38
Cement thous.t 1129 938 205 483 324 177
Wall materjals (excl. ferro miil.conv,
concrele pancls) bricks 728 693 T3 383 271 45
Building bricks mill.conv,
bricks 253 203 222 101 25
Linoleum, total thous.m® S5H.1 733
Mineral wool and products thous.an?
irom it (recalevlated into
standard wool) 226 247 59 43,5 3.8
Soft roofing mill.m? 322 237 17.6 2.0 (.53 0
Asbestos cement mill.conv, 71.9 692 0.8 35 59 5.1
slabs
Roof tiles thovs.ny’ 36 33 26 270 227
Rough towels thous.am 2937 1118
Colton varn thous.t 13.4 6.6
Cotton cloth millan® 188 164 168 1] 65.0 25.0
Linen yarn t 398 136
Woollen yars { G985 141
Waoollen cloth thous.m? 100 7100 6600 3500 2509 509
Silk cloth miliay’ 10.8 6.5 5.3 .8 (.68 6.10
Nonwovents (cloth type) mili.m? 20.2 209 1.7 8.01 1.57
Linen cloth millay 11.4 3.5 1.2 4.9 3.0 B2
Textile haberdashery (in EXEK mill. 12.] 5.3
selling price with sales tax)
Carpets thous.m?2 6200 6100 5000 2372 1487 1404
Hosiery mill.pairs 17 18.7 16 4.8 548 3.07
from thig
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Tahie 1. cont.
Unit of j089 1990 1697 1992 1962 1693
Product meaEsure 1 half 1 half
year year
children’s il paire 1.25 ().54
Men’s, socks mill.pairs 204 0.82
Children”s pantyhose mill.pairs 0.69 0.36
Women’s pantyhose mill.pairg 1.66 1.26
Knitwear mill.units 3.6 23 224 15.8 8.96 217
incl. children’s 345 0.8)
Sewn producis (selling price | EEK miil. 194 141
wiih sales 1ax)
incl. children’s 17.8 5.8
Coats, jackets, total ihous.units 122 78
Suiis ! 77 30
Hackeis - 167 a9
Shirts - 81l 308
Products from chrome lesther | mill.dm® 48 20.2
Leather haberdashery EEK midl, 16.9 10.2
(selling price with sales tax)
Furs and fur products " 7679 4685
{seiling price with sales tax)
Footwear thous.pairs {7100 7200 6300 2458 471
incl. children’s 621 108
Meat, el byproducis of
I cat. total thous.t 187 160 128 &1 38 26
Poultry 24 15 15 3 i
Sausapes 50 48 43 34 15.7 16.2
Melied Tat for food 1 1131 781
Hall-finished products thous.t 29 27 20 5.9 6.5
Butter 31 29 28 26 12.3 10.3
Fat cheese 17 16 14 9 4.3 2.7
Whole milk products 410 412 286 148 79.6 61.9
(converied 1o milk) total
Whoele milk and cream 1 103 518
powder and mixlures
Skim milk powder, substitute
for whole milk (TPPA), whey
powder, total thous.t N 1.6
from this
skim milk powder G4 1.5
TPA 0.25 0.04
whey powder 0.08 (.01
Jee cream, total 58 5.8 10 (.8 .6
Canned food mili.conv, 355 324 263 123 82.1 379
cans
from this
canied meat 17.8 17.5 12.0 5.5 0.9
canned fish, inch canned sea 247 235 19} (1.9 3.5
products
condensed miik 14 13 6.5 1.5 0.7
canned fruits and vegetables - G7 49 44 13.2 5.8
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Table 1. cont,

Unit of 1989 196G 1991 1992 1992 1993

Product THeAse 1 half ] half
year yEar

Edible fish produets,
exel. canned fish thous.i 370 317 120 337 303
Fish flour i 3153 2680
Pastries thous.i 151 140 133 64.9 55.0
Baker’s yeast 1 1408 809
Confectionery thous.i 53.8 514 28.3 14.3 T4 5.6
Macaroni produocts 1 6400 5900 6600 6000 3500 585
Margarine i 917 466
Mayonnaise ! 13 258
Crude cthanol thous.dl 145 213
Recufied ethanol - 136 243
Spirits and Houeur products - 1490 1474 1605 589 734
Wine S 250 171 297 G2 21
Beer - 6927 7085 G755 2077 1817
Refreshing drinks 54774 4016 3269 827 b55
Mineral water nul) half

Jiters 0.2 03.2 78.9 1.85 (.76
Starch 1 700 1100 200 518 G50
Syrup 1 4200 4900 2300 287 388
Cigareties nalpes 4726 4165 3577 606 1516
Perfumery and cosmetics EEK mill. 15 2.6
Flour thous.i 159 155 121 62 3%

from this
wheat {Tour 16.8 214
Groats 8.7 1.3
Food concentrates | 87 33
Concentrated fodder thous.t 166 16
Protein and vitamin adds 1 0 G
Protein for feed (micro- 1 790 0]
biological)
Toys and Chrisunas decora- EEE mill 10.6 0.6
tons (seiling price with
sales fax)
Synthetie washing materials 1 2120 1380
Synthetic washing materials thoug 40.8 39.5 143 J.14
in small package
Lacquers and paints 1 363 467
Jewelry (sefting price with EEK mill, 7.79 14.2
sales tax)
High quakity household EEK thous. 8819 275
utensils (selling price with
sales tax)
H l I

1.6, Profitabiliry in differeri industries
] b I

In 1992 manufacturing accounted for 43.7% of the Estonian profit from realization and 32.8%
of the gross profit. The share of mining industry was 2.1% and 1.4% respectively (Table 1),



Profit of Estopian national econemy tn (iferent indusiries in 1997

Gross profit Profit from vealizaiion
Number

Induostry of firms EERK 1060 % ELK 1000 g %
Tolal national ccopomy 16742 557126 100.0 1320084 100.0
Agriculiure, hunting and forestry 1073 392713 7.1 382662 8.9
Fighing 78 32900 .6 17581 (.4
Mining 31 78518 1.4 90062 2.
Manvfactoring 3602 1820888 328 188818¢ 437
Power engineering, pas and
water supply 138 420577 7.6 344634 8.0
Construcsion 1912 263705 4.7 227405 5.3
Wholesale and retaij trade,
repairs of motor vehicles, motor-
cycles and personal requisites
and household machines 4605 562565 100 525662 12.3
Hotel and restauranis 146 100883 Y 95595 2.2
Transport, storage and communication 715 1767760 31.8 F0819] 16,3
Finuncial institutions and insurance 55 G117 .2 2356 .3
Real estate, renting and business
SETVICES 2782 81883 1.5 19045 0.4
Education 110 4109 .1 3190 0.1
Health care and social security i1l 1454 744
Other community, social and
personal services 314 20674 0.3 10748 0.z

In order 1o estmate the profitability of different activities il is most practical (o proceed from
the realization profit and profitability (ratio of realization profit to expenses). The respective
data are in Tables 2-6.

Praofitability of the Kstonian manufacingg

¢ ingustry (ratio of profit from
resfization te expenses) by different owne

chip forms iy 1992

Table 2.

Gwnership form Profit from realiza- Total expenses Profitability
tion (EEK. 1000) (BEEK 1000) (%)
Manufacturing 1888189 8723504 210
among this:
State property 1480014 5126156 291
Municipal property 32 a9 0.6
Privale properiy 248167 1456312 17.G
Cooperative property 115688 647467 17.9
Property of public organization 1167 11988 59.8
Property of leased enterprise 13347 13182 2.6
Praperty of foreign countries -3286 5030 -05.3
Joint property of Estonian enfreprencurs 34644 10594 34.4
Joint property with foreign participation ~17520 857838 -2.0




Table 3. Profitability of the Eclonian mindng Industry (vatio of profit from realiza-
tion: 1o expenses) by different ownership forms in 1992

Crwnership Torm Profit from realiza- Total expenses Profitability
son (EEK 1000) {EEK 1000} (%)
Mining industry 90082 403579 22.3
armnong this:

State property 80270 376740 214
Municipal property - i .
Private property 785 10076 782
Cooperative propesty 5 40 125
Property of public organization - -

Property of leased enierprise 1837 13080 14.0
Property of foreign countries - - -
Joint property of Bstonian entrepreneurs 58 477 ~12.2
Joint property with Toreign participation 153 3166 4.8

I

Tabile 4. Profitahility of the Hetonis ne industry (rato of realization
eRpPenses ezreui m-mmw}n:p :omﬂ in fhf I halivvesny of 1993
Profit from Total
Number realization CXPENSEs Irofitsbility
Ownership form of firms (EEK 1000) {(EEX 1000) (i)
Manufacturing 3810 512049 5727456 8.9
among this:
State property 372 348945 3219548 10.8
Municipal property 17 183 4335 4.7
Private property 2908 7' 171 1271057 5.6
Cooperative property 660 4984 311535 4.8
Property of public arganization 16 3& 13 Y 46.0
Property of Jeased enterprise 46 34017 282003 121
Property of foreign countries 18 -3553 8816 -35.8
Joint property of Estonian
entreprencuis 39 HOS03 62338 16.8
Joint property with foreign
participation 324 32228 558867 5.4

calization profit = Net turnover of realization - Toial expenses.
Net turnover of realization = Gross furmover of realization - Deductions from gross ivrnever.
Dreductions from gross turmover consist of the following compoenents:
1) sales tax,
2) excise duty;

3) customs revenue,
4y other,
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Table 5, Profitability of the Estondan mining indusiry (ratic of realization profit to
expenses) by ownership forme in the firet he alf-year of 19 53

g Profit from Total

i Nurnbey realization Expenses Profitability
Crenership form of firms (EREX 1000) (EEK 1000) (%)
Mining industry 36 20078 311912 4.3

among this:

State property 6 26889 294840 4.1
Ruonicips] property - -
Private property 22 2028 8545 2.0
Cocperative property Z -
Property of public organization
Property of leased enterprise Z &7 5228 1.0
Property of foreign countries
Yoint property of Estonian entreprencurs ] -79 560 14,1
Joint property witl foreign participation 3 322 7438

Expenses consist of the following components:

1) merchandise;
2) supplies;
3) fuel and energy;
4) payroll costs;
5) social security tax,
6) medical freatment contributions,
7Y hand tax;
83 natural resovrce tax within the permitied linuis;
9) pollution tax with pollution Heence within the permiited limits;
10) customs tax(duty) and customs farifis,
11) stamp 1ax,
12) capital tax;
13) other taxes and duties,
14) miscellaneous expenses;
15) depreciation (wear),
16) change i stocks;
17 fixed asseis produced for own needs.

Gross profit 1s not suitable for estimating the profitability of different activities, because 3t con-
tains besides realization profit also other 1,:115,111@.2.&,\ incomes and expenses, as well as Dnancial

expenses and income,

Gross profit = Realization profit + Giher business incomes - Other business expenses -+ Finan-
cial income - Financial expenses.

Other business incomes consist of the following components:



1) proceeds from the hquidation of fixed assets and immaterial objects;
2) fines, penal fines, Hines for delay charged;

3} expired arrears of credit;

4) previcus year's profit turned out during the financial vear;

5) state subzidies;
¢) other,

Talle 6.

€

;
2

Heyvear of 1992

Crofitability of meamufactoring (ratio of profi
mpsee) in the Nirst ha

£

1

rovia realizeilon o ey

Frofit from Total
Number realization expenses | Profitability
Field of activity of firms (EER 1000 1 (EEK 1000 {%:)
Total manufacturing 3810 512049 5727456 8.9
arnong this:
Manmufacturing of feod products and beverages 371 25993 23772453 10.9
- production of meat and meat products 62 20865 576006 3.6
- manufacture of dairy products 37 64347 HA285] 10,0
- production of strong alcoholic beverages 4 61800 239771 25.8
Production of 1obacco producis 2 27765 31453 8&.3
Manufacture of textiies 184 43285 4093781 8.8
Mamufacture of wearing apparc], tanning,
dressing and dyeing of furs 345 21059 185958 113
Manufacture of leather and Tootwear 108 1207 104970 i)
Manufacture of wood 570 -1232) 28066062 -4.3
Manufacture of paper and paper products 3s 9770 42004 -23.3
Publishing, printing and manufacture of
audio records 332 11725 146570 8.3
Manufacture of coke, refined oil products
and nuclear Juels H) 3097 12863 24,1
Manufaciure of chemicals and chemical
products Y3 60180 444761 13.5
Manufacture of rubber and plastic products 114 2798 50075 5.5
Manufacture of other non-metallic mineral
products 237 -24357 343894 27
Manufacture of metals 14 -29 3571 -0.5
Manufaciure of metal progucis 334 423 156749 0.3
(excl. machinery and couipment)
Manufactare of machinery and equipment 257 7410 189309 30
ManuTacture ol electrical machinery and
apparatus 367 6886 226052 3.0
Manufacture of transport vehicles 94 65871 2406449 26.7
Manufacture of furniture 140 P25 302996 5.7
Manufacturing n.e.s. 222 10327 374432 27.6
Processing of secondary raw materialg 33 19277 45844 42.0




Other business expenses consist of the following components:

13 Toss from the liquidation of fixed assets and inumaterial objects;
7y payments of fines, penal fines, fines for delay, ete.;

3) Joss from hopeless and expired debit debis;

4) previous year's Joss turned out during the financial vear;

5) other.

Financial income congists of the following componenis:

1} interests received;

2} dividends received;

3) profit from changes in foreign exchange raie;

4 profit from the sale of shares and other securities;

5) profit from the sale (purchase) of foreign currency at avciions.

Financial expenses congist of the following components:

1) interests pad;

2) Joss from changes in foreign exchange rate;

3) loss from the sale of shares and other securities;

4) loss from the purchase (sale) of foreign currency al avctions.

In the lst half of 1993, for example, other business incomes of industry accounted for 74.5%
of the profit from sealization (BEEK 381,233 and 512,049 thousand respectively). But other
business expenses were even bigger than business incomes (EEK 443,048 Ihous ). Financial in-
comes and expenses were also very important - EEK 134,830 thous. and 312,170 thous. This
makes the analysis of profitability of different industries much more comp hcr_mzd.

Based on the statistical material produced, it is possible (o draw ihe following conclusions:

1. Compared with 1992 the profitability has considerably declined in manufacturing in (e
Tst half of 1993 (21.6% and 8.9% respectively). The profitability of mining industry has
declined from 22.3% to 9.3% within the same period.

2. dtis éifficult o draw conclasions on the profitability of different ewnership forms based
on the short period and inadequate statistics. The low profitability of the property of for-
elgn counties s probably due to velatively high starting cosis and growing pains of enter-
prises.

3. dtis also difficult to draw conclusions on the profitabibiy of individual industrics based on
the short period and insufficient statistics. The negative profitability of wood industry is
probably caused by the undercapacity operation due fo the shortage of current assets, but
the pulp and paper indosiry experiences a yeal orisis.
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Hio SUPPLY CONPITIONS

il Domestic raw material resources

In stedying the objective possibilities of future ndustrial development in Estonia, it is time 1o
stop talks that Estonia is poor i natural resources. This was the propaganda of recent decades
that we lack raw materials Tor developing our cconomy. This myth served the Moscow
authorities o confirm understanding that Estonia has no hope to manage by itself. It was also a
profective reaction by Estonia against building new primary industry units on the territory of
Estonia,

Actually Estoma has big forest resovrces, copvenient location for fishing, a Jot of mineral re-
sources and agricultural produce of its own.

Foresi resources

The Estoman forests belong (o the belt of mixed and coniferous with relatively favourable con-
ditions for forest growth. Through the hisiory forests and forestry have been an important parl
of the Ixstonian economy, although the foresied arca has varied greatly,

First of all the post-war years were very hard on Estoman forests, as well as the forest manage-
ment system. The war and post-war persecution campaigns dislodged most of the qualified for-
estry personnel. Extensive clearcutting arcas soon wiped out many of the valuable forest
stands, reducing the share of mature stands, Spruce and pine stands suffered the most (inordi-
nate Jumbering went on up to 1961).

The forced collectivization of agriculture and the diminishung of rural population created con-
ditions for the expansion of the foresi-covered arca. During the past half-century the area of
forest stands has more than doubled and the growing stock on 1t has increased 2.4 times.

Although area of forest stands was in 1968 1815.6 ha (Table 1), there were in addition the area
of yeung cultivaied forests(up to 5-8 years old) and forest nurseries of 53500 ha, treeless
plaing in {orests or hallows 23000 ha, clear cutting arcas 20700 ha, very thinly scattered forests
3300 ha, burnt woodlands 300 ha.

Tabie 1. Taotal eres of Estonlan forest elande and volume of growing slock

| Year 1940 1958 1975 1983 1088 199]
Area of forest stands {(thous.ha) 8527 i311.¢ 16555 1812.2 1815.6 1615.0
Total volume of growing stock 108.2 135.2 1962 237 2597 270.0
(millm®)




This resulted from the natural afforestation of agricultural lands and first of all from extensive
silvicultural activities - forest sowing and planting as well as forest drainage.

In post-war years the area of sown and planted foresis was almost twice as big as the yearly
clearfelled arca. Mainly pine (seed or 2 years old seedlings) and spruce (4 years old planis) was
culiivated; 1o a lesser extent bireh (seed or 1 1o Z years old seedlings), oak, ash and cven for-
eign species like larch and douglasia. In addition to the afforestation ol clearcut arcas and
wasteland extensive experimental and production cultures covered some of the depleted (oil
shale and phosphoriie) guarries,

Table 2. Tree gpectes end category distribution of forests (1988, January)
Dominating Arca of siands (100 ha) Velume of stands (mill.m®)
ree species; ) Tolal from thig Total from (his
or catepory of Torests :
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{ ¢ e
Al protected preserved
forests 514.6 1308 3173 51.5 5.7 8.0 53.5 13.4
All exploited profitable
forests 1300.0 3999 641.3 258.8 184.0 246 166.9 58.2
Total 1814.6 5397 058.6 316.3 2507 33.9 1542 7.6
Different tree gpecies in
all forests:

Pine 795 237.2 362.8 109.5 1059 17.7 64.3 23.8

Spruce 426.2 1737 146.6 1058 691 11.4 29.6 28.1

Oak 11.1 .06 8.7 1.8 1.3 04 99 27

Birch 511.5 T8 366.7 66.8 65.1 2.3 50.2 12.6

Asp 29.8 5.) 11.3 13.4 5.4 2 1.8 3.4
All tree gpecies, total 1610, 5365 G58.2 316.3 259.6 339 1547 71.5
{exc]. shrabs)

For instance, the guantity of collected seeds was 22793 kg (1991 - £53 kp) (among this 216 kg
pine seeds from vegetative planiations) in state forest enterprises in Bstonia in 1991, there was
252 (1991 - 238) forest nurseries with the total area 391 hectares and 79 greenhouses (1991 -
61) for seedlmps. 9188000 (1991 - 7988000) pine seedlings were grown and 15182000
(13973000) spruce set. The total area of cultivated Jorests was in state forest enterprises 5009
hectares in }990 {4764 1n 1997), from this pine 1880 ha (1991 - 1517), spruce 3715 (3160) ha,
bireh 253 ha, oak 15 ha, larch 20 a.0. The share of pine plantations has decreased. While in
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1963-1975 pine cultures formed 52% of the total and in 1976 43%, it has decreased (o one
third of the total by 1985. It was take-care of cultivated forests on 29845 (1991 - 17872) ha,
Forest production suffers still negative effects from destruction of soil surface, cleaning areas
from renmants of felling and their treading of the surface by heavy machines of forest mdustry,

Throughout the Jast one and a half cenivry the most important measuse for increasing the pro-
ductivity of forest sites has been forest drainage with ditchies, as more than half of the forest ar-
g are excessively moist, During recent decades new drainage of forests has been carried out
at a satisfaciory speed and the drainage net now covers more than 450000 hectares of foresi
fand.

Active measures of Torest proicction - complex of biclogical and chemical mieans, are used
yearly i state Toresis on area of 4000-6000 hectares (1990 - 5532, 1997 - 4897 ha). Dominai-
ing measures are favour of useful bird and insect species, reatment with bacterial and chemical
preparations and hormones,

The central effice of forest management in Estonia js the State Forest Depariment under the
Ministry of Envirenment. It controls 15 state district forest departmenis and 187 forest dis-
tricts, forestry research centres in Tartu (Estonian Institute of Forestry and Nature Conserva-
tion, Fstonian State Service of Forest Protection, Bsionian Centre of Fosest Breeding a.0.). In
the state district forest departments and forest districts specialists are assisting the farms' pri-
vate forest management too, but this system is in the stage of establishing. In the near future
the repression of farmland, the emerging new farmsteads and changing ownership patterns will
change the structure of forest management. In the future about balf of the forests can be pri-
vatized. Up Lo 1990 state forest epterprises have almost two third (1988 - 60.1%), the agricul-
tural farming enterprises 37.5% and others 3% of the total forest Jand area. (From the mature
stands state forest enterprises have §1.9%). Since 1991 the private owners have 55000 ha for-
est Jand and this 1s increasing.

Forest management plans for all {orest owners are drawn up for 10 years by e Estonian Cen-
ter of Forest Survey. The plans determine the annual velume of clear cutting and intermediate
cuthing, the subsequent afforestation goals and other reconumendations.

A big share of Umber is produced by clear-cutting, mainly from restricied cut-over areas in ma-
ture stands. Some of the umber comes from the maintenance felling of protected or preserved
Torests, where natural f'()j'estl'y systems are used. The volume of annual final cuts is in state for-
ests 1.2..1.5 million m® (in all forests 1.6..2.0 million m") and considering ihe total volume of
Lzstomian Umber resourees this is not much. Anpual increment of forest resources is abou! 8.4
million m3 and this is increasing.

Intermediate cuiting comprises cleaning, thinning, sanitary cuts, occasional fellings (and the
felling of young stands (o make way for quarries, amelioration warks, building of roads, ete.).
Thinping is used for regulating the distribution of forests by tree species and for making room
for the young and for perspective trees, previously mostly for spruce and pine, af present for
birch, oak or ash, depending on site conditions, The volwme of annual thinning js about 1.2..1.3
million m" (1 million in staic forests). Volume of intermediate cutting, the thinnings and sani-
tary cuts should be much more extensive (about 25%), as today (broadleaved species about
30-35%). The development of our forest industry must concentrate on using this raw maierial.
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From different ways of intermediate cuiting especially the volume of thinuing in young stands
and samiary cuts must increase.

Table 3. Forest resources Main land-use categories Year: 1997
Total area Percent of Coniferpus No-coniferous
{1000 ka) 1otal % {1000 ha) (1000 ha)
Total land (excl. water) 4310 106
of which:
Forest and other wooded Jand 2016 47 1252 764
- closed forest 1915 45 1181 724
- Exploitable 1907 45 1185 ey
- Unexplotiable & 6 Z
- Other wooded land 101 2 61 A0
- Non-Torest Jand 2704 53
- Agriculural fand 1501 35
- Other 793 8 |

Talble 4 Forest area by ownercship and management status Vear: 1997

Closed forest

Managed according
Total 1o plan
{1000 ha)

Other wooded land

Aren covercd 1915 1915 0
of whicli:

Publicly owned 1860 1860 99
- State 1090 G0 G2
- Other 70 70 37

Privately owned 55 55 2
- Farm forests 55 55 2

Fish resources
The Jepgth of the Hetonian coasi-line 1s 3794 ki, from this thai of mainiand 1242 k.

tn Bstoma, there are about 1200 Jakes and artificial Jakes Jarger than 1 hectare, which fogether
with bog-pools make 2130 km2 or nearly 4.8% of the territory of Lstonia.

There are 7378 rivers, crecks and main drainage canals in Bstonia, with total Jength 31,1573 km.
Most of the rivers are small, only 420 rivers are fonger than 10 km, and ¢ vivers 100 km or

longer.

Thus, Estonia hag preconditions for fishing both at sea and in inland water bodies, as well ag
for fish breeding.



In the post-war period the ccean fishing fleet with the basis in Talling developed fast. Afier re-
gaining independence, Izstoma became the actual owner of a rather big ocean fishing fleet and
the facilities on shore built for processing fish. The ocean fishing {lect consists of 50 fishing
boats of different size and age, and it is capable (o catch 150,000-170,000 tons of fish and
ocean invertebraies a year. The domestic fish market of Estonia can consume only an nsignifi-
cant part of i,

Experts have doubts about the economic expediency of mamtaining the ocean fishing fleet.
Both the market siiuation and access (0 ocean fish resources have changed essentially. Previ-
ously fishing and {ish processing technology were based on the use of cheap energy. Now fuel
and other necessities for vessels are bought at world market prices and this Jias raised the cost
price of {ish considerably. This makes the trading in traditional markets, inc‘}udino in Fat‘if—-j‘n
market difficult. According to the Food and Agriculiura) Organization (FAQ) of the UN, J
mereasingly difficult in the world (o get access (o }.}}'Odl]()fl\f(i fishing areas in economic Zones
of foreign countries. Therefore the Estonian Minister of Environment Andres Tarand and Esio-
mian Fish Office have tumed (o the FAG with the request to help Estonia work out develop-
meni trends in ocean fishing.

in 1988, the fishing and other sca product production was 267 kg per capila in Istoma (in
1980 294 ke even). More than Estonia produced only Norway (464 kg) and Denmark (327
kg). The respective indicator of Finland was 32 kg in 1988

By today ocean fishing has considerably dimimshed but fishing will remain an important branch
of economy also m the future. Its volume depends largely on the {istung limits granted 10 Esto-
1nia.

According 1o the fish research centre of the Estonian Marine Research Institute the resources
of main ish of prey were as follows:

Baltic herring resources and caich have beey stable in Estoman territonal waters, In the
frst half of 1982 2, 3, 4, and 6 years old, in antumn 1-3 years old Baltic hemings were domi-
nating in the caich, According to provisional estimates & generation of at least average potency
was formed. The average age of Baltic herring hag gradually decreased in different age groups
(also 1 992,) which proves that feeding conditions are continuously poor.

Bri.s;IjD"(gzje.SOL‘n“cm: are. quie good in the norihern part of the Baltic Sea. The catch con-
ists mostly from 1-5 years old brishings. Decline in the catch in 1991 was primarily due 1o (he
decrease i frawling and jis relocation.

Codfish resources are small in the Estonian economic zone at present. Considering the

m-flow of Atanuc waters 1nto the Baltie Sea In Janvary 1993, there i¢ hope that in 3-4 veare
tme we can caich codiish in Estonian waiers again.

Flaice catch has steadily decreased and this continued also in 1292, The main reason is
considered to be unfavourable conditions for plaice developed 1n the Baltic Sca.

(Open sea fishing for sabmon decreased in 1992, Previously Estonian fishermen cavght salmon
by dnfl nets i Latvian, Lithuanian and Russian waters. More salmon and salmon trout than in



previous year were caught in the sea shelf, There are 5 spawning rivers for salmon and ca 35
for salmon wont in Estorja, The reproduction of fish is quite stable in them.

Lavaret resources are small as before. The reason for this is the unfavourable breeding
condiions ensuing from cutrofication of the sea.

The situation in smeli resources in the Gulf of Riga are still bad,

Fike resources are poor. The reason is unfavowable breeding conditons.

Munba fishing is concentrated mostly near Pérnn, where the resources mre sufficient. 1
1992 the gencration of 1984 was dominsting in the catch (also in the Finnich Gulf). The gen-

oA

cratnon of 1986 was also strong.

The main e Dishing areas are near the souih-easien: coast of Saaremas and V Hinameri. The
fiee}

resources are sufficient,

Fike-perch is caught mostly in the Gulf of Pdmu. Generations of 1984, 1986, 1988 and

1989 are strong or above the average, those of 19971 and 1992 weak. Present resources are
adequale, but from 1995 on an essenbval dechine in the caick ic expecied.

The resource of perch as an important fish of prey of the whole Estonian sea shelf is sufficient.

Table &5, Cateh from the Baltie Sea (Eeonomic zone of Estonia) in 1992 (tonse)
Species Quantity
Baltc herring 29556
Brisling 4139
Godiish 277
Plaice 164
Salmon 31
Salmon trowut 9
Tl ]
Lavaret 10
Smielt Q2
Pike 37
Vimba T
ide g
Bream 4
Roach, bleak 148
Garfish 15
Burbot }
Fike-perch )
Perch 802
Lamprey ]
Other 165
Tota) 35776




Of the Estonian inland water bodies the most mportant in {ishing are Lake Peipsi-Pskov and
Vérigjirv. As compared with the period 1987-1991, the tota) catch decreased by 2451, and as
compared with 1991 150 tin 1992, The total catch of “other” fishfrom Vorgjiry and Peipsi-
Pskov consist mostly of raff, small perch and roach and bleak, From other lakes of Estonia 661
of fish were caught according 1o estimates.

Total catch of fish from the Baltie Sea and inland waier bodies js given in Tables 5 and 6. The
catch from peither sea noy inland water bodies does inciude the catch » by anglers, which was
400-600 t annually in 19851990,

10000 salmon fingerlings of the same summer and 12000 one year old fingerlings, 10200 2
years old sahmon trovt fingerlings and 145000 salmon trout fry, 45000 one vear old 1'ambow
trout fingeriings, 2.5 million lamprey fingerlings were put into the Beltic Sea in 1962, Into in-
Jand water bodies mainly pike fry and fingerlings and 1-2 years old tench were launched,

Table &, Catel from inland water bodies fn 1997 (tone)
Quantity

species Peipsi-TPsiay Vorigjiry
Sparling 1551 -
Pike-perch 419 13
Bream 224 101
Pike 67 26
Peipsi lavaret 34 -
Perch 403 d
Vimba i -
de ] ]
Roach 151 -
Fel - 30
Burbot & 5
Gther 346 1y

| Total 3205 a0 ‘

Combustible mineral resources

1,.Gil shale (kukersite)

The geologically explored resources of the most important mineral of Fsionia are 3.8 bil lion
tons, from this exploitable resovrces 2.2 billion . Oi} shale ¢ nsed mostly m power engineering
and OJ] shale chemistry, oil-shale ash also for Bming fields and in building materials mdustr V. i
the 1980s up (o 32.9 million t of 0}l shale was mined annuaily, m 1992 18.8 miliion t (from this
9.4 mill.t in underground mines and 9.4 mill.t in open-cass pits).

2. Alum shale

The resources of this up 11l zow unused mineral amount 10 60 billion tons. The shale has been
explored more in the deposit of Toolse, where the reserve resource has been estimated ai



141.4 miliion tons. Though the alum shale is combustible due to the organic substance addi-
tion, it is made attractive by rare and diffused elements contained in it. There are over 20 such
microclements discovered in alum shale, but several of them have quite high content, ¢. 2. ura-
mum, vanadiun and molybdenum. OGf macrocomponents, besides organic substance also
Al203, K20, iron and sulpbur are of praciical interest.

several schemes for complex usage have been made. Main way is burning for setting thermal
energy and cheymcal treatment of the remaining ash and conceniration for getting some con-
ponents. Thus the alum shale can be used in four branches of economy:

i chemmcal incustry - in solid heat carriers for getiing ¢il products and household gas; for
chermical treatment and concentration; for producing alum, microelements, ¢ic.;

- i power epgineering - for buying in special boilers for - getting tiermal and electric en-

ergy;

in building maierials indusiry - in the production of decorative building components from
silica conerete;

m agricultive - ash remaining over from shale s used as potassivm fertilizer (containg also
microclements).

fwould be expedient probably to mine alum ash and use it together with other mineral ye-
sources (e.g. phosphorite).

The area of industrally atfractive peat deposits is 477,000 hectares and (otal resources 1.4 bil-
bon tons.

Estonian peat yesources are used in agriculture as litter moss and feriilizer and for Iproving
soiin borticulture (ameliorative peat) and in communal economy for producing fuel {peat bri-
queiie).

New fields of use in Estonia could be the production of growih stimulants from well-
decomposed swamp peat rich in huminuous substances. Svitable raw material Tor (hat can be
found 57 million tons and it js distribuied evenly across the whole country. The technclegy of
producing growth stimulants from peat is relatively simple.

There can be found also raw material for peat wax (well-decornposed cotton-grass, sphagnum
and sedge peat) in Estonia - 1.6 mill.1,

Besides the above-mentioned ficlds of use, peat can be used also for procueing activated coal
for purihcation plants,pigments, cosmetics, medicaments, filters, coke, resing,

The most recent vse in the world has been the use of peat in balneclogy (substitute for thera-
peutic mud).
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In 1992 the total production of peat was 1,356 (hous.t, including 695,000 1 of litter moss, from
this 662,000 t of bedding peat and 26,000 1 ameliorative peat, and 663,000 1 of heating peat.
As compared with 1881 the total production of peat decreased 25%.

While planning production one should take into consideration that cranberry swamps remain
there, The abandoned peat ficlds are perspective for starting cranberry plantations.

Geologists have pot JM zopc o find oil in the western parts of Sasremaa and Hilvmaa and in
the shelf of the Balic Sea. Bui the search for large gas deposits }Jz-u.. been declared perspectives

jeas,

Fhasphoriie

industyial atraction 3¢ presently offered by the obolus sandstone where the thickness of Javer is
al Jeast 1.0-1.5 metes and the F203 content over 3%, All well-known and explored phos.
phorite deposits are situated i Norib-Estonia. As of January 1, 1992, the phosphorite re-
sources of Bstora were as follows:

- active usable resource - 82,3 millt
- reserve resource - 258.5 milli
- predictive resource - 525.9 mill(

Laboratorial experiments have proved a possibility 1o produce compound fertilizers from Esto-
mian phosphoriie: nivophosphate, ammonium phosphate, etc. as well as superphosphate. The
main problem is the profitability and competiliveness of this indusiry, because there are many
phosphates, as well as high-quabity apatitc available cheaper in the world.

Besides fertilizers, 1 would be possible (o produce also compenents of {luorine, strontium eic.
from phosphortc.

in 1992, phosphionite was not mined iy Estonia.

Nanural biuilding maierials

I Limestone

The fields where limestone is used have developed depending onits chemical composition and
physical-mechanical qualities. Limestone and dolomite wre used as building stone, finishing
stone, technelogical stone i paper and pulp industry, for buming lime, for producing cement,
cic.

Lo Buldine slone

Limestone 1o be used as building stone must be resistant te weather conditions, i.e. with hi ah
cold-registance, pressure resistance, resistant 1o blows and wear.



There are 15 building stone deposits with explored usable resources in the republic. Their ac-
uve usable resources are over 215 mill.3. From them 11 deposits with total resources of 180
mili.3 are in use.

1.2, Fimshing sione

Fimishing stone is actually a kind of building stone which is decorative and easy to process,

Fimshing stone is quarried only in the Kaarma doJomile deposii in Saaremas, where the usable
el il .

resources are 0.4 null.30 Botitis pessible to use as finiching stone the building stene of several

other deposits.

1.3, Technolomcal stong

Ag technologieal stone we repard Hmesione which is raw maierial for various indusiries,

Combugtible imestone. b the balance sheet of the republic, there are 6 deposits with useble ro-
sources of 30 millt Limestone suitable for a small producer can be found also in other depos-
s,

Cement imeslone, Limestone as a yaw material for cement is quarried in Xunda limestone de-
posit, where the usable resource is 44 mll.t and reserve resource 30 mill.i. Besides Xunda de-
posit, there are Xureliiva and Toclse deposits in reserve (usable resource 90 nulhi),

Raw material for paper and pulp indusiry and metallurgy. Limestone deposits satisfying their
requirements are i Fadise and Rummu, where the usable resources are nearly 50 millan’,

Glase dolomite, Dolomite meeting such requirements can be found very little in Estonia. in
Hellamaa dolomite deposit the vsable resource is 1.8 mill.i. 3 is possible 1o nse also low-
quality Jughly ferriferons) Anelema dolormite (resources there are also running short).

In 1997 technologica! imestone production for burning il was 51,600 m* in iimum deposit
(33% of the 1991 production), for pulp and paper industry (Rustonu) 33,000 m*, (206% of the

1991 production). Cement limestone production w &S 280,000 m” (60% of the 1997 produc-
ton). Building limestone production 1,012 thous. m™ (42% of the 1901 production).

Boulders can be used in construction and for rubble (guantiy belove 2 mullan®.

The Maardu granite depesit is at 170-200 metres depth and its reserve resouree 258 millm®,

3 Sand and eravel

There are over 900 sand and gravel sand deposits known, with usable resources 250 millm®
and reserve resources over 1000 millan’, Predictive resources are estimated at 600 mill*
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In 1962 2.2 millan” of sand and gravel was quarried, from which 0.4 mill.m® was used as filling
m construction sites and road embankments. Ag compared with 1991 gravel sand production
was 3 imes sroaller and Hlling sand produciion & tmes symaller.

in Estonian balance sheet, there are 9 clay deposits with usable resources 22 mihm®,

In 1992 the total production of clay was 105,000 m?, wclidimg 700 0y of bacly melimg clay.

As compared with 1991, the production declined 1.8 and 11 tmes respectively.

Fohvi iron ore deposit is pot fully explored as of vet, The diamcire of the whole arca 1s about &
km. Predictive resovrce as deep as 500 metres may be 355 millt and as deep ag 700 m 629
L

Though the deposit is iy quite a handy place (only & km from sea, in the region of o1l shale in-
dustry and otherwise advanced cconomy), ite vilization is problematical at present. Great bed-
ding depth of ore and the existence of betier deposits or those of the same quality i the world
make the foundaton of a profitable and competitive mining enterpnse based on iren ore of
Johvi quite doubtiul.

Pyrite resovrces are esthmated af 100200 million tops in Estonia. For economic and mining rea-
sons pyrite Jayers can be used only {ogether with p i}o‘] horite and ahon shale, At present the
miping for pyrite 1¢ problematcal.

3. Polvmetals (lead and 7ine)

In the 17th century palena was pathered near Vohma and metal melted from il Regardless of
exploratons deposits bave not been found.

4 Urandum

Uranium has been prospecied for and explored over several decades. Unfortunately the situa-
gon 1s that we Jack any nformation on the resulis oblained, since the works were canied ou
by the Soviet Union special secret geological organizations.

The uramium resources in Jower stratums have not beeny calen-lated so {or. Uraniom resources
contained 1 phosphonte may be about 0.2-0.4 mllion tons within the whole bounds of the
Paltuc phosphorite basin, The Kabala mining {field of the Rakvere deposit has been better ex-
plored. There the predictive yesources are 10588 t (average wraniwm content in phosphoriic
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210 gty In Toolse thereserve resource of vranium is estimated at 27149 1. A ot of vramum
can be found also in alum shale (has been produced experimentally),

2. ransuramic ores (lanihanides and viivm)

The phospboriie of the Baltic phosphorite basin may contain up 1o 16-20 million tons of tran-
suranic ores. They have been better explored in 1%)(: experimental ficld of Kabala, where the
predictive resources {)f FR203 wre estimated at 237,400 tons (at the average content of TR
0.0474% in the rock). The viilization and prm;crhw s dopend on the comples use of phos-

phorite deposiis.

0. Molvhdenite and vanadivm

‘The yesources of molybdeniie and vanadium depend on the total resources of alum shale,
where the content of molybdenite i up (o 833 g/t and that of vapadium vp (0 1480 o/t The
abam shale of the Toclse ;.J-hos-;ph(mia deposit contains 400 g/t of 1":703;\,?1‘)(}6.;3iic;1 and 1040 g/t of
vanadionm. The reserve resources of these elements have beer ealeulated within the bounds of
ithe Toolse deposii: 57400 tons of molybdenite and 147100 tons of vanadiom,

L Smontium

Strontium content in phosphorite is 380-3250 o/t In the phosphorite of the Xabala Vmining feld
the predictive resources of 510 are estimated at 851300 tons (at the average conient of
0.17%).

8. Gold. platinum and other ores.

The resources have not been decided on vel, since information s still mmmuma Gold has
been found 0.1-1.0 p/t in Black slates (usnal content 0.002-0.008 ¢/). The concentration of
platinum ore 18 (}.0{]3-‘2. O g/t In the Pakrl peninsula alum chale with the <*o]f; content up 1o 2-2
a/t has been found.

F s

Oiher solid wineral resources.

L MNatural piements,

Of the aporpanic pigments that can be found in the bowels ¢fthe carth in Fetonis the moest i
portant arc ochre or bog ore and gleuconite sandstone (~sand).

Yhere sre no more detailed information on the ochre rescuress. Some twenty or thirty oclire
deposis are known.

The geological resouree of glavconite sandsione is practically unlimdted, Besides producing
paints, it can be used as | )uﬂmno matenal and for producing glavconite (for producing permu-
table filters necessary for softening hard water),

. &
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There are over 150 lake chalk deposits in Estonia. Towa) resources are estimated at about 300
ymilion tons.

lake chelk can be vsed due fo the calcium-carbonsie contained m i jor various PUIPOSES
(feeding chalk, building material, component of glue paint, ¢ic.),

3. Diatomiie

Adter the incorporation of the regions behind the River Marva o RU.‘ES}'EL Estonia lost 1 best
i &
diatomste (j{i.jﬁ}(}Sl‘f.S.

The Leckove deposit is 7-8 hin north-west and 2-2 ki somtb-west from Narva, The ex plored
active usable resource is 7.917 thousan® or nearly 4 million tons, A litde distomite can be
found also i Rannametsa in Pédrmumas.

Dhatomite can be used as filling, insulating and ebsorbent material in various industrice,
4, Mud.

Usable resowrce of lake mud js over 10 mill.3. Besides this, saprope) can be found in swamps
under peat, where the reserve resource is over 8 mill.t and p] edictive resource 50 mill.L.

It3s possible to produce granulated organic fertiiizer on the basis of sapropel and mineral fertil-
J7e18.

s

Lake mud containg vitamins B1, B2, B12 and D15, foil acid and biologically active microele-
ments. Gelatinous sapropel can b{‘ suecessiully vsed also as feed for livestock and pouliry.

I 1992 1000 1 of lake mud was produced from the Virska deposit for medical treatment in the
focal sanalorium, Sea mud. The resources of the three main deposits - Raapsaly Bay, Kures-

saare Bay (Mullatn-Suurlahe) and Kéina Bay - are estimated at 2.6 mill *

In 1992 1300 t of iherapentic mud was produced from the Hazpsalu and Mullatw Svurlaht for
the }:sionmn medical mstitulions.

The avallable therapeuiic mmud resources enable 1o congiderably increase jte use i Estonia o
well as export i,

4. Undersround water

The presumptive underground water resocwrce is 1532.8 thousam™24 b and the confirmed re-
source 682.8 thous.m™/24 ),

6. Mineral water



Mineral waters were discovered quite recently in Estonia. By today mineral water has been dis-
covered in nearly 25 wells. Usabie resource (m*/24 h) is 17-1460 in deposits.

The book rescurces of the major mineral resources of Estonia as of January 1, 199] are pro-
duced in Table 7.

to belence sheet ae of

Minera Resource
Oil shale, millt G396.0
Phosphorite, milli 1340}

recalenisted to 100 % content of P O 167.6
Rav masterial of coment, millt mestone 2808

clay G406

sand 2.4
Glass sand, millt 38
Building sand, millan’ 175.2
Grave} sand, millm® 34.0
Fuel Himestone, mill.t 3.6
Brick ciay, milly 36.7
Sand deluter, mill.m’ 18.0
Building stone, mill.oy 3754
Cover dolomiite, thous.m® 449.0
Peat (deposits over 1000 ha), milli 11873

Agricultural revw materials

Of 4.522 mullion heclares of Estonian terriiory agriculiural land iotalled 2.568 million heciares
as of Janvary 1, 1992, From this 12700 hectares were under horticulwral farms and plants-
tions, 6000 hectares of agriculiural land were on staie-owned wooded land. 1,171 million hee-
tares were arable land,

8412 private farms (with 214,000 hectares in a)l) have been established mainly based on the
Farm Act. Most of the collective and state Tarms were Jiquidated by the Jand reform by the end
of 1992, About 2400 agriculiural cooperatives were Jormed. The creation of state Tarme for
experimenial and breeding works staried,

The average total vicid of agriculiural crops was as follows in 1986- 1990

Girain crops, Trusis and vegelables

storage weight - 1otal - 838,700 1
Winler crop - 172,600 (
Ve - 135,500
wlicat - 37,2001
summer crop and legume - 606,000 1
wheat - 12,3001
bariey - 570,4001

aafs - 50,6001
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mixed crop - 235001

legumes - 400 «

Flax - 800 1

Vegetables - 131,600t

Polatoe - 814,500 1
fForage root crop (mchuding

sugar peal) - 437,200

There are pood conditiens for growing rye, potaioes, beer barley, and in some regions flax in

Fstona.
The averzoe vield of Troits and berries was as follows in 1986-1990:

Fruiis and berries

toial - 39,9001
frudte with seeds - 26,4004
dropes - 1,100
bherries - 12,5001

The production of livesiock producis was as follows in 1990:

Meat in slaughter weight - 719,300
beef - 79,900 ¢
pork - 114,500 1
mution and goal meal - 3,000 1
poultry - 21,6001
rabbit and nutria - 3001

Milk - 1,208,000

Fegs - 547,100 pes

Wool (physical weight) - 205,600 1

The production of agricultural produce per capila in 1989-1992 is in Table &.

Tabie &, Agricuttural proeduce production per capita in 19891992 (ke)

1989 1980 19, 1992
Grain crop in storage weight 613 605 600 388
Potatoe 548 39 378 433
Vegetables 21 66 7 5]
Meat 145 130 117 65
Iilk 810 763 098 505
Yipes, pes 380 346 357 295

Though the agricultural production has essentially dechned due o the great changes ip agricul-
ture in recent years, the restoranon and cven exceeding of previous output levels in appropriaie

fields of production 3 quite feasible in Estonia,



H1.2. Fixed assels and thelr technological level

As of July 1, 1993, the assets in Estonian manufacturing and mining industry were as follows
(EXEK 1000).

Manufacturing Mming
Liguid assels 2681415 JE589¢8
Stock and
Froductive assels 2429331 TE98H
Fixed assele 5280857 5GTRET
Long-term inancial
imvestments and loans 430056 589
The task of tns chapter 18 1o apalyze the technological level of fixed sssets, The Tast thorough

study in this Neld was unfortunately made as of April 1, 1986, Though over seven years have
clapsed since then and the data wre hopelessly cutdated, we still produce she basic conclusions
of that time,

I Depreciation of fixed assets 44%, incl. the depreciation of machinery and equipment 54%.
And 16% of the machinery and equipment bad depreciated over 100%, 17% 76-100%. 22% of
the machinery and equipment were older than 10 years, inc). 11% older than 20 years.

2. 30% of the machinery and equipment conformed by thelr technical-economic parameters (o
the world standards, 44% conformed to the USSR standards, 26% needed immediate replace-
ment. Most important among reasens causing the replacement of machinery and equipment
were Jow productivity (31 %) and insufficient precision and reliability (27%).

3. 22% of the technological processes conformed to the world standards, 61% 1o the USER
standards and 17% of the technological processes needed 10 be replaced.

As we lack any kind of statistics on the technological structure of Bstonian indusirial fixed as-
sels i recent years as well as on their distribution between different age groupe, cic. the Pre-
seni analysis is reduced mostly 1o determining the depreciation.

The structure of fixed assets in Estonian manvfecturing and mining indusiry (by ownership
forms) as of July 1, 1993 ¢ produced in Tables 1 and 2. The analysis of these tables should
proceed from the following connection;

Total fixed asseis (book value) = Total fixed assels (purchase cost) - Depreciation of fixed as-
sets + Unfmished capital works + Unipstalled machinery and equipment.

The depreciation of st onjan mannfacturing fixed assets and productive asseis caleulated on
the basis of Tables ¥ and 30 different ownership forms is as follows.



Fixed assets Productive assets
Jan. 1 93 July b 93 July 1 93
Manufaciuring 27.0 34.4 37.0
including:
Stawe property 9.8 37.4 383
Municipal property 389 40,1 44.0)
Privaie propesty 201 292 304
Cooperalive property 336 357 303
Property of public organization 27.0 24.8 328
Property of leased enterprise 4572 195 50.3
Property of foreign countries A 7.0 7.
loint property of Lstonian entreprencurs 4577 36.5 371
Joint property with foreign participation 17.6 17.9 14.1

The depreciation (%) of fixed and produciive assets in Estonian mining indusiry in differer
ownership forms, caleulated on the basis of Tables 2 and 4 1¢ as Tollows.

Fixed assete Productive agsels
dan. 1 93 July 193 July 1 93
Mining indostry 50.2 471 50.4
meindmg:

State property 50.2 47.3 50.4
Private propertly 19.3 32.1 304
Property of icased enterprise 49,1 435 67.0
Joint property of Estonian entreprencuis 3.4 20,0 229
loint property with foreign parbicipation 4.2 8.3

1t must be taken into consideration that the analysis of deprecigiion is essentially based on ex-
pert estimates made within the course of reassessing the fixed asseis, and that is quality de-
penced both on the methods used and the qualification of the experts. As the fixed assets have
been yevalued twice in recent years (in November 1991 and April 1963), the depreciations of

different years are not comparable with each other.

in order to explain the develepment of the fixed assets' age structure we produce some data on
earlier years.

Depreciation of fixed assets (at the end of the year) in Estonian manufaciuring was

1970 T.3%
1975 - 32.5%
1980 - 41.0%
Yo85 - 47.49%
1986 - 48.6%
1887 - 49.9%
1988 - ‘5] 0%
1889 - 5277%
1990 - 52.5%
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Table 1. Fixed assets of Estoplan manufacturing in different ownership forms as
of July I, 1993 (EEK 1060)

among this
Towal L -
fixed Total From | Deprecia- | From Usn- Un-
A88CIS fixed this ton of this Imished | installed
{boak assets Froduc- fixed Pyoduc- | capital Dmachinery
value) | (purchase tive assels tive works and
cost) 458618 asseis equipment
Manufacturing 5290857 [ T315624 { 54GI8YS | 2514415 | 2020028 | 409477 80236
among this:
State property 2565085 13736052 3020027 11395820 1 1157798 | 171103 53800
Municipal properiy 1874 3127 2366 1253 1040 - -
Privaic property 43282 1102 3653 TEB664 | 798334 | 730820 | 103146 P70
Cooperative propesty 231608 1 326083 ¢ 214030 | 116573 54076 20171 1927
Praperty of public
organization 22330 28130 g7 6977 2978 1107 70
Property of leased enterprise | 476187 | 928322 1 904926 | 450458 | 454178 6290 10233
Properiy of foreign countries £593 ©239 TG 046 REN]
Joini property of Bstonian
CRTEPTEnCUrs 35406 51941 47928 18957 17768 1208 1214
Toint preperty with foreign
pariicipation 11006442 11211362 1 496200 | 216797 70023 | 106387 4900
Table 2. Fived assets of Estondan mining fndustry in different owpershipe as of
July I, 1993 (BEK 1000)
among this
Total ‘ .
fixed Totd | From Deprecia- - From tn- Ui
assets fixed this tion of this finished ¢ insialled
(book agsets Produe- fixed Produc- | capital |machinery
alue) | (purchase five assels live warks and
cost) assels assets equipment
Mining Indusiry SUT98T 11096974 1 B55212 | 516553 | 430029 16620 746
among this:
State property 583029 11078119 843249 | 500521 | 475553 F3836 595
hMunicipal property - - - : - -
Private property 6043 BELZ 04417 2840 1956 3
Cooperative property
Property of public
organization : - -
Property of leased enterprise 8158 9539 550€ 4150 3717 2018 15
Properiy of foreign countries - - -
loint property of Estonian
CNUCPIeneurs 77 30 22 ) A 44
Joint property with Toreign
participation GES 434 - 36 - 287
I




Table 3. Fixea assets and wnfinished capital works in Estonian manufacturing by
the end of 1992 (EEK 1000) in different ovnership formes
Fixed assets Unfinished Uninstatied |
_ Number Purchase Book capital machinery
Owmership of firms Cost value wirks and equipment [
Manufaciuring 3602 3431722 2505492 326022 72434
from this:
State property 340 1435994 1010507 166260 45464
Municipal property 14 923 560 i
Privaie property 2183 5300625 376303 97017 19668
Cooperative properiy 68 155863 103574 43214 633
Froperty of public
orgamzalion 12 6270 4579 860 13
Froperiy of leased enierprise 40 157644 80371 4100 [R$E5
Property of Toreign couniries ¢ 8565 8281
Toinl property of BEstonian
EMFCPTONCUs 34 G773 Je104 1647 298
Joint property with foreign |
partcipation 302 H64005 877202 32828 6230 (

Tabie 4. Fived ascets and sz;r iched capital worke in Estonian mining industry by
the end of 1992 (HEK 1000) in different ownerehip forms
Fixed assets Unfinished | Uninstalled
N}J]}]DGI‘ Purchase ook capital machinery
Crwnership of firms cost value WOrKS and equipment
Mining 31 156073 718G 10520 637
from this:
State property 4] 146302 71367 92332 460
Municipal property - - -
Private property 18 3835 a6ez 3 -
Cooperative properiy } 4 4
Property of public
organization - - - -
Property of leased enierprise Z 3957 2013 1G85 177
Froperty of foredgn covntries
Joint property of Estonian
CRUTEPIENICUrs ! 20 28 -
Foint property with foreign
participation 3 1944 1261 209
! |

The increase m depreciation was due 10 the slowing dovrn in 1he renewin g of fned acsels and
pat &

the dechine i their dropping out.

The renewal coefficient of fixed assets in

1981 - 1985 - 28.6%
1966 - 1990 - 27.1%

Lstonian manufactoring (in factual prices)
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The drop-out coetlcient of fixed assets in Estonian manufacturing (in factual prices)

JORD - 1985 - 7.8%
196 - 1990 - 9.0%

The analysis of the techmiea] condition of the Estonian manufaciuring Nxed asseis allows 1o say
that approximately @ guarter of the machinery and equipment need immediate replacement.
Nearly # third of the employees are engaged in prinitive and hard manual labour.

No cardinal changes have been observed in 1993 either. The amount of unfinished capital
works mereased 1.25 times in manufacioring apd 1.60 times in mining in the period from
Japuaryl, 1993 unnl July 1, 1993, But the total amounts cannot be considered as big (BE¥
409 mull. and 16.8 mull. regpectively). The value of uninstalled machinery and cquipment in-
creased m the same period 1.11 and 1.17 times recpectively. The total amounts are not big here
cithey (EEX 80 mill, and 0.7 mill).

Hi3 Labour force, ity educaiionel level, skills and special skills in different ficlds

The cducational level in Estonia was exposed by the population census in 1989 (Table 1). A
conclusion can be drawn from s results that the cducational fevel of the Estonian wor kn;s: ape
population s rather high.

Tables 2, 3, and 4 give an overview of the number of students and graduates of various educa-
tonal Instituttons, Tables 5, 6, 7 and & the division of specialists by specialtics and sciences.
These data also inspire optinism.

-

Haueationel level of Iietonian working age population (data of the pepu.
lation cencus of 19873

Number of Per 1000
people inhabitanty
Total £50471 1800
among 1his
{higher education §2767 150
mcomplete higher education i3603 16
secondary educaion 208517 245
general secondary education 257424 303
basic edocation 151488 178
primary education 88036 104

Many people with general (—“-ci’ucmion have acquired vocaiional training i production. Unfortu
nately, the statistics used m Lstonia does not produce this number yet.

In recent years, besides the domestic labour training sysiem, the coaperation with foreign firms
and training mstitutions has progressed. Since 1992, foreign Uraining and refraining nstiutions



have started to organize regular aining cowrses in Estonia, whereas several of them plan to

open their branch in Estonia,

Tairle 2.

Number of students in ¢ifferent edue

of selsool year, 1000 students)

tttonal institvtions (at the beginning

1980781

1085/86

1990/91 1991/92 19972/93
Total 28377 289.6 280 2837 2716
General education schools 217.6 223 2254 2230 216.4
day schools 1985 211.6 218.8 21740 2104
svening schools, including
correspondence students 191 115 0.6 6.7 6.2
Vocational sehools 16.7 20.8 17.8 T8 307
Specislized secondary schoois 239 222 18.6 16.3)
i Higher schools 25.5 235 259 256

245

rem

J

£
!

Nuember o
year)

. B “
shile 3,

D stndents per 10,000 inhabitante (st the heginning of school

1980/81

1985/86

1290/91

1991192

1992/93

!
!

General education schools

1466

1447

1434

1421

25|
1375 !
!
|

- among this in grades 10-12 313 257 202 201 1es
| Specialized secondary schools 161 144 F1e 104 93
| Higher schools 172 153 164 163 156

L b

Pable 4, Nupnber of gradueafes fram edveational institutione (1000 ppeoyie)

J

1976-1960 | 1981-1985 | 1986-1900 1990 1991 1902
Graduaie from basic schools 100.7 971 99 4 18.9 102 19.7
Graduates from secondary
schools 73 71.0 50.9 10.4 1.6
Graduvates from vocational
schools 1041 147 N 4.4 7.3
Graduates from specialized {121
secondary schools 278 281 5.2 4.7 4.6
among them on the basig
of basic schools 7.3 13.5 [ 2.3 1.7
| Graduate from higher schools 17.0 j8.4 153 g 3.0 3.0

The Estonian educational system replenishes the Jabour market every year, from whom 16%
have higher education, 20% specialized secondary, 30% vocational and the rest general educa-
tion (incl. those whe have discontinued the studics in higher school, specialized secondary
school or vocational school).
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‘Fable &, Number of epecialiste graduaied frow epecialized secondary schoole (by
epeciatties)

[t 1089 1980 199]

Total graduates 5099 4854 agay 4597

from this
economics and planning 4906 526 398 333
law and business management 149 154 170 140
exploitation of mineral deposits 47 43 32 6%
energetics 57 45 S8 36
engineering and melal processing 187 108 150 155
automobites and traclors 141 143 150 132
cxploitation and maintenance of machinery and
equipment 160 163 169 171
clectrical engineering o 07 &5 75
suiomation and maintenance of means of
automation a8 67 54 52
computing machinery and antomatized sysicms 116 b8 138 142
radio engineering and communicaiion e j28 138 &1
matnienance of transport 110 148 104 3
chemical echnology 26 34 34 31
forest and wood processing a8 9% &y 72
technology of foodsiufls 104 i03 &7 126
technology of consumer goods 211 140 158 200
design and construction 164 180 168 142

Table 6. Nuniber of graduetes from higher schooke by specialiies
H988 1889 1990 1091

Total graduates 2706 2977 3129 3000

among them

natural sciences 157 104 192 198
general coonomic specialiies 303 36 285 358
engineering-economic specialities 282 214 246 221
geology and exploration of mineral resources 4 2 12 7
processing of mineral resowrces 3 20 3 14
energetics 7 30 48 41 37
enginecring and metal-working 16 57 36 48
aomobiles and tractors 12 55 39 35
APPArEIUS CHEINeEring i 25 25 24
elecirical engincering 9 24 17 25
anfomation G & 81 04
cornpuing technics 29 50 49 46
radio engineering end cOmmmIUNICALON 13 23 38 22
chemical technology 24 28 20 13
forest and wood processing 7 21 20 22
technology of foodstoffs 11 o1 94 5
lechnoijopy of consumer gocds 13 20 I 16
construction and design 85 140 113 127



Table 7. Number of Boctors, Candidates and Masters of Arie in sclences in 1997
Doctors Candidates Masters of Arng
Toial 336 2308 36
among them

physics-mathematics 46 316 -
chemistry 16 157
biology 38 22
geology-mineralogy 10 44
technics 4} 515 5
COONOIICS a5 195
law 3 26
pharmacology - 5 i

Number of M. A candidates (posigys

1960 1000 1007
Total 456G 550 417 386
among them

physics-mathematics 50 54 22 720
chemistry 26 30 16 15
hiology 34 50 33 jis)
geclogy-mineralogy 7 9 10 i
technics 112 124 65 163
ECONOMICS 60 70 51 48
law 14 ¢ 3 G
i pharmacology 2 ] - -

These figures characterize the general situation of the moment in Estonia. Though Estonia is a
small country, there are stll regional peculiarities. 5o in the university cities, Tallinn and Tartu,
the share of peopie with higher education is higher than in distant regions from these centres.
The Jocation of people with vocational education s just as unequal, 1o some exient following
the location of vocational schools i Estonia. At the same Gme, the distibution of specialists
witly secondary education is rather even in different regions. This situation can be explained by
the network of regpective educational institntions. Specialized secondary schools are Jocated
much more evenly i Estonia than vocational schools.

I the Estonian educational system the most widely studicd languages by young people are
nglhish, Germay and Finnish.

in recent years great progress has been made in computer instruction. Practically all young
people with secondary cducation have received the regpective elementary H‘ISU‘L]CIJO“.

The structural crisis due fo the regaining of independence and the tansition 1o a market econ-
oy hag not cansed a very great rece ss1om 1n the Esionian educational system cither. At the be-

ginning of the school year of 1992/93, there were 821 educational institations (by 66 or 10%
more as compared with the beginning of the school ym‘u' of 1990/81) in Estonia, from tus 691
(+50, +7.8%) general educaiion day schools, 24 (-3, +1.1%) general education evening (with
shifts) schools, 92 (+11, 4 13.6%) vocational stho()}s and 14 (+8, +133%) higher schools.



The total number of students was 271569 (by 16178 or 5.6% more than 2t the beginning of the
school year of 1990/91) at the beginning of the schoo) year of 1992/93, among this 210191
(-86106, -3.9%) students of general education day schools, 6227 (-365, -5.5%) of gencral edu-
cation evening schools, 300687 (-57C2, -15.8%) of vocational schools and 24464 (-1435,
-5.5%) of ligher schools,

In 1992 19121 people (122 per 10,000 inhabitants) acquired basic education (9 grades), 13265

(85) secondary € dum tion, 12101 {77) vocational education and 2988 (19) higher education.

4. Dependerice on foreign raw maleriols and iniermedioie products

The newly mdependent Hepublic of Lstomwa inherited indost 7y which was mostly producing
poods from immported raw materials for the Eastern market. Though by today the mdusirial
structure has somewhatl changed alrcady, many Eetoman manufactuning enferpriscs depend on
imported raw materials and semimanviacivred products, The dependence is the highest in eng-

neermg and metal mdustry, chemical and Lght indusiry, lower in forest, wood, pulp and paper
incustry, building matenals aud food industries. And this is quite a nermal sitvation both at the

moment and i the feture, In the contemporary open world no couniry - especially a small
country like Egtonia - can develop mdusirial production without foreign raw materiale anc
senumanuiactured products.

The imports of main raw materials and semimanufactured products in the first half-year of
1993 are produced in Table 1. 1 is to be mentioned that with respect to many goods it is very
difficuit methodologically to determine whether they are imported for industyial raw material or
for some other purpose.

Total imports of main yaw maierials and semimanufactured products were 2.44 billion kroons
{(54.9% of the twtal imporis) in the first hall year, Major imports were oil products (18.9%):
machinery, clectric machinery and ihely paric (16.3%); metal products (4.3%). Considering
that 1 the Dirst hall-vear of 1983 the output had decreased by 34.7% (due 10 the stractural ¢ri-
18510 the Fatonian industry) c‘om sared o the same period in previeus year, the imports of main
raw materials and semimanufactured procucts was much smaller than previously. The decline
for that reason has been the biggest in the imports of production materials for chemical indus-
iry and engineering and metal industry.

The statistics of the first half-year of 1993 does not cover the structure of imperts of raw mis-
ternals and semumanufaciured products from individual countries, Selective studies and inter-
viewing of experis enable to state that the share of Russia and other CIS countries i the
yuports of main raw maierials and semimanvufaciured products is somewhal higher (sbout
35%) than i total hmports (27%). This sitwation also ie quite logical for the following reasons:

i Eastern markets the rew materials are cheaper still;

many larpe-scale enterprises have vsed Bastern raw materials for decades and continue (o
do it from halst or inerija;
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Talyie 1. Dmports of mals raw materiale and semimanufactured productsin the ot
haif-year of 1993

Imporis

FProducts EEK thovs, % of 1ota]
Sugar G0E61.8 2.0
Cacao and cocoa products 639854 1.4
Tobacco 459759 1.0
Mineral fuels; mineral 031 el distilation producis;
bitwminous substances, mineral wax 8403522 J8.9
Anorganic chiemicals; organic or anorganic compounds
of precions mesale, rare sarth metals, radioactive clemenis
or jsolopes 14°713.4 (3
Organic chemicals 270082 0.5
Tanning and colowr extracts; tannic acid and derivatives:
pigments; painis, dyes and virnieh; putty and other
masucs; printer’s ink 41548.0 i.0
l:x:pl(‘.}‘k,lvc,k,-, pyrotechnical products, pyroforic alloys,
some combustible preparations 22826.1 0.5
Various chemical progucts 164101 0.4
Plastic and products from it 1227064.7 2.9
Rubber and robber products 256855 0.6
Raw hide and Jeather 16026.6 (.4
Sitk 44903 (1
Sheep’s and other wool; course animal’s hair;
thread and material from horsehair 42012.9 0.9
Synthetic artificial fibre 65001.6 1.5
Chemical staple fibre 619985 1.4
Wadding: Telt and nonwovens; special yarns and
ropes and feather products 12749 0.3
Woven special Tabrie; finishing materials 17560.9 (3.4
Impregnated, coated or Jaminated textile; texiile products
for n'}annfacim'inq 13965 8 0.3
Stockinet fabric 181671 0.4
Ferrous metal 47273.6 il
Products from ferrous mets) 71770.2 1o
Copper and produocts from it 53013 .
Nickel and prodocts from it 280664 0.0
Alrminium and prodoets from it 15950.5 (3.4
Zine and products from it 7154.8 0.2
Lead and prodoets from it 1837 0.0
Ciher nonferrous metals, metal ceramics 6064.3 0.0
Tocls from nonprecions metal 134228 0.3
Machines and their parts 4768288 0.7
Electric machines and their parls 240970.3 5.6
Total 2444881.8 54.9

as many Estonian manufacturing enierprises (especially  engineering CHIEIPIISES) Were o8-

sentally departments-subsidiaries of Russian factories, they have had to nse senpproducis
{loops, components, completable semi-manvfactured products);

- conswmer goods of the CIS countries are not able to compete the respective Westers prod-
uets i the Estonian market,
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The dependence of the Izstonian indusiry on wnported raw maierial and semuimanulactured
products wilj not decrease in the near future. The opposite is more likely - in connection with
the growth of production the need for raw materials will increase. But the reorientation from
Hastern 1o Western markets will continue in the future.
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W o DEMAND CONDITIONE

V.0 Current situation in the domestic market

Domestic market can be conventionally divided into consumer 2oods market and means of
production market. Situation in the commodity market depends greatly on personal money in-
comes as well as on the number of tourisis, especially commercial tounists. The situation in the
means of production market depends on investments in e econony.

I duly 1993 the money income pey capita was ckimm ted ot }:3"5;}-:1 471 and expenditures ai
EEK 732,62, The struciure of expenditures is piven in Table

Talde 1. Strocture of expendifures by fnhabitante in July 19923
xpenditure
Kind of expenditure o
Total expenditures 132.62 100.0
among this
Tolal poods and services 57116 76.9
- Food 24971 34.0
- Alcoholic beverages and tobaceo 19.77 2.9
- Manufactured goods and services 308.88 42.2
from this
1. wardrobe goods 3096 5.2
2. durable goods 14774 2.0
3. housing 09.46 9.4
4. transport 57.34 7.8
Investment 33.65 4.6
Taxes 121.21 16.5
The cost of munimal amount of food satisfying physiclogical needs was BEX 228 (31.1% of
money incames) in July, 1993, and actual expenditures on food EEK 249,11 (7 ﬁéf O% of money

meomes), I appears from these data that the Estonjan population spends a%;om. one third of the
incomes on food at present,

Considering the relatively high taxes, expenditures on ousing and transport, as well as invesi-
ments 5.2% i¢ left for wardrobe goods (BEK. 37.76), 2.0% f{or durable goods (BRK 14.74) and

~

2.1% Tor alcobolic beverages and tobacco (BEER 10,77,

Based on that, the domestic purchasing power can be cstimated as extremely Jow as of preseut.
1118 to be presumed that such a situation will continue i the near future and the consuimption
strocture will change quite slowly. But still, the bottom has been overcome by now. The offi-
cial statistics show that in between October 1992 and June 1993 the average monthly wage in-
creased 42% in Estonia, consumer price index 30% only. In connection with the fast social
stratification the Juxury goods market will probably continue (o increase.



In the first half-year of 1993, the number of tounsts has considerably mcreased compared 1o
the Jast year. According to incomplete data, Estonia was visited by 334,000 tourists {290,000
from Finland, 15,500 from Sweden, 8750 from Germany, 2600 from the USA, 2150 from
Jenmark efc.). According 1o expert estirates, many tourists made 2 Jot of shopping (especially
from Findand) in Estonia.

in the st half-year of 1993, the Estonian refail mrmover was EEK 3C10.5 million (Table 2),
prices of goods 2.5 tmes higher and setail wrmoves (2l comparable prices) 15.5% bigger thay
m the first half-year of 1992, i June 1993 retail turnover was EEX 602.2 million (28.3% big-

ger than i January and 6.8% biggey than i May).

shifts toward increase in vetail tumover are obvious, but experts are of the opinion that the low
capacity of the domestic market will continue 10 cavse headachic 10 Bstonizn manufacturing

and rade enterprises for a Jong thne.

The present situation in the means of production market, which depends highly on mc nvest-
ment i e economy, is even more difficult o be d(-‘ﬂm-‘(. Somewhat reliable statistics can be
found only on industry. According to the Statistical Office (unconirolled data) rea) investments
were EEK 260.3 million in manufacturing (froms this construction works EEX 78.2 million and
equipment, machinery and inveniory EEK 178.3 million) and in mining EEK 15.7 million (from
this constructions EEX 6.9 million and equipment, machinery, inventory EEX 8.8 million) in
the hirsthall-year of 1993, In the same period BEK 208.7 million worth of fixed assets were put
into exploitation in manufacturing and EEK 8.2 million in mining. In other branches of econ-
omy investments were even smaller, 1 is 10 be considered also that besides the low profitability
of enterprises the Estonian means of production market has been reduced also by the shortage
of circulating media.

Tatrle 2. Retail end eatering tuynover iy the Lef hallivear of 1993
Turnover

EEK thous.
Total retail turnover 3010523
turnover of retall rade enterprisecs 2975652
- food 1638908
- Toodstuffs 1338838
- dlcoholic beverages and tohacco 320070
- manuiaciured goods 1336744
- ready-made clothes, footwear and cloth 219839
- motor vehicles, their spare parts and fue] 51210
- other goods 604804
retail wrmover of other enterprises’ 34E71
Cateringturiover 201587

1) Sale of goods by catering and service establishments for whom it is their main activity,



As of July 1, 1993, there were 4052 enterprises with forcign capital participation in Estonia.
The capital mvested in them totalled EEK 6.93 million. This foreign capital has raised demand
also 1o the Estopian means of production market (building materials, construction-installation
works, as well as some equipment ete.). And it seems that the Estonian means of production
marke! will depend just on Toreign investments as well as on foreign Joans in the near future.
Consideralde invesunenis by the domestic capital, which mav essentially increase the Estonian
means of production rnasket, can happen only aficr several years,

IVLZ Present sitwation in export markels

The Lstonian economy has guickly reoriented jiself f wm the Eastern markel 1o Western mar-
ket and increased exports. by the frst half-vear of 1992, when the Estonian exports otalled 4.5
Billion kroons {Table 1), major export articles wese d;s r"y. meat, and fich products; metals: G-

ber. wood products and ;h_unm.nf:., machines and thelr parts; sewing produocis; cotion cloil,

o]

In the Dirst hal-year of 1993 Estonia exported poods (0 &1 countries (Table 23, but over two-
thirds (67.4%) of the cxports were 10 five countries (Finland 27.8%, Russda 18.8%. Sweden
10.9%, Germany 7.9% and Latvia 7.0%).

The share of the CIS countries was below 27% in the tota) exports of Estonia in the first half-
vear of 1993, Jhus, ihe dependence of Estonia on the Eastern market has declined to the Jevel,
which was i Finland I the peak years (26%). Due (o the difficulties in setthing accounis the
role of Rusgia and other CIS countries (rouble zone countries) in Estonian irade will continue
to dechine. Russia will probably fall as a foreign trade pariier of Estonia to the fourih place af-
tey Finland, Sweden and Germany by summer 1994, In ajl Likelibood, ihe role of Russia in Fe-
tonian rade will start growing again after the stabilization of Russian cconomy.

Considering the fast structural changes in the Estonian economy and the passing of the depres-

sion in the Western economy, the Esionian expost polentials may be considered promsing in

perspective,

Vable | Eefonian exporie of goods b the et hallvesr of 1995

] T

Exports
Product EEK thovs, G
Group i S6EAEE.0 157
Javestock 160965 0.4
Meat and edible subproducts 580005 1.4
Figh and shellfish; mollusks end other aguatic
mveriebraies 1597331 3.7
Milk and dabry products; bird’s eggs; natural honey;
other food products 354744 8.2
Gther amimal products A4(07.0 0.0




Tabie ¥, Continued

| Exports
Product EEK thous. %
Group H 258460 .0

Living trees and other plants; holbs, roots etc; cut

flowers and decoragve plants 3300.0 (.1
Vegetable and edible roots and tubers F366.5 G0
Edible frudig; berries and nuig; pecle of citrus frodis and melon 60181 0.7
Coffec; tea; spice and sweet herbg 24220 (.
Grain 131504 0.0
Flour; groats and pear] barley; starch; inubing wheat protein 4177.1 0.1

Oilseed and crops; other seeds and crops; plants vsed as raw
material in perfumery and pharmacentical industry; straw;

0.1
a0
0.0

hay; feed crops
Shellack; gum resing resin and other plant juices ang ext
Plant materials for weaving, other plant products

Grouyp 1F 209763 .5

Animal and vegetable fa1 and oil; their fraciions; various
food fats; ammal and plant wax 209963

R
—
=
i

Group ¥V 306878.0 7.2

Meat products; fish and sheilfish produects; products from

mollusks and other aquatic invertebrates 155018 3.6
Sugar and confectionery from sugar 194375 0.5
51755.6 3.2

Cacao and cocoa products

Products from graip, fovy; starch and milk; confectionery
from flour 2467.9 0.1
Products from vegetables and fruisg; nuts and oiney paris

of plants 109103 0.3
Various food producis 6350.5 0.1

386007 0o

Kefreshing and alcoholic beverages; vinegar
Residues and waste from food ndustry; ready-made {ood
for animals 13001.3 (.3
Tobaceo and industrial surrogates for iobacco 36

Groug ¥ 3412047 79
Sale; suiphur; soils and rocks; plastering materialy; me snd

cemerit 253313 0.6
Ores; seoria and ash Hi384.2 0.7
Mineral juels; mineral oil; their distillaton products;

Hitvminous substances; mineral wax 055702 7.1
Grovp Vi 203328.6 4.7

Anorganic chemicals; organic oF anorganic compounds
of precious metals; rare carth metals: radioactive
elements orisalopes S4185.0 !




Table 1. Continued

LExports

Produci EEX ihovs. %

Crganic chendesls 407959 1.0
Pharmaceutical pioducis AGEZ6.5 (0.6
Ferithzers 292121 0.7
Tanming and colour exwacts; tannic scid and derivatives;

pigments; paints, dyes and varnish; puity snd other mastics;

printer’s ink 236305 0.5
Lthereat ol and resineid {dry porfumery); parfumery,

cosmetic and toilet products TE5G.5 0.2
soap; organic sirface active substances; washing maierials;

fubricanis; synthetic wex; polishing and cleansing sgents;

candles and other analogous products; carving pasies;

denture parafiing and gypsum mixivres vsed in dental care 46175 0.1
Pratein; modified starth; glues; enzyimes GOFET (3.1
Izxplosives; pyrotechnical prodacts; maiches; pyroforic alloys;

somie combustible preparations 5921.3 0.1
Photographic and cinematographic goods 1404, 0.0
Various chemical products 38540 0.1
Group Y1 54418 4 13
Plastic and products from it 42569.0 £0
Rubber and rubber products 11849 .4 0.3
Group VI 65091.7 1.5
Raw hide (excl. pelis) and lesther 391152 0.9
Leather products; saddlery and harness; ravelling requisites;

handhags etc. products; products from animal injestines 8679.2 0.2
Fur and imitation fur; producis from them 1007 A 0.4
Groop B 372963 8.
Timber and wood products; charcoal 22104 .4 8.7
Cork and products from it 1.5 0.0
Products from straw and other wicker materials: basketry and

wickerwork 2304 1.0
Croup ¥ 210023 0.5
Fulp and cellulose from timber or other plant fibre; paper ang

cardboard residoes 2P {.1
Paper and pagteboard; products from pulp; paper or pasichoard PR201.G (.4
Books; newspapers; printe and other printed matier;

Manuseripls; typewriiten texis and plang 30701 (0.0
Sroup 2 S20086.3 123
S 19 (.0




56

Tahle 1. Continued
Exporis

Produet EEK thous, G
Sheep’s and othey animal wool; course animal hair; wead
and material from horsehair 25872 0.0
Cotton 1373872 3.2
Other plant synihetic fibre; paper yarn and cloth from & 16587 0.0
Synthetic and artificial fibre 11445 0.2
Chenical staple fibre 2676.6 .
Wadding: felt and nonwovens; special yarns and ropes ind
leather products 13028.2 0.3
Rugs and texile carpeiings 20055.0 0.7
Woven special fabric; ieased fabric; lace: lapestry: eynbroidery;
finiehing materials 15122 0.0
Impregnated; coated or laminated textle: exile products for
imdusiry RYEYR 0.1
Bmited fahric 347%.6 L0
Clothes from stockinet Gnel. handknitled and crocheied) 85147 .4 2.0
Clothes and accessories 170568.4 4.0
Other texiile fmished products; svhs; sccond-hand clothes and
textile ardicles; rags 647197 1.5
Croup X1¥ 456003 1.0
Footwear and related producis; parts of these products 38907 0.9
Headgear and their pars 54317 0.1
Umbrellas; sunshades, walking sticks; whips; horsewhips;
their parts 204.¢ 0.0
Treated feathers and products from feathers or down;
artificial flowers; producis from haiy 4752 0.0
Group X151 FTI0% 4 1.8
Products from stone; gypsum; cement; ssbesios: mica cic. 32050.0 0.8
Ceramic progducis 5778.4 0.
Glase and glassware 398250 0.9
Group XV NN 1.7
Natwral and cultivated pearls; precions and semi- precious
stones; preciovs metals; meials coaied with precions metals;
products from therm; histation fewelyy; coins 717107 1.7

5272950 123

Group ¥V

Ferrous metal

Producis from ferrovs metal
Copper and products from copper
Nickel and produc:s from it
Aluminiem and products from it
Lead and products from i

Zinc and products from it

Tin and products Trom it

v

102756,
T32ZE 5
037130."

1332003
225838

4901
20036
865.1

pES

N
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Table 1. Continved
r Lxports

Product EEK thous, I G
OGther nonferrous mietals; metal ceramics 815567 2.0
Tools; cotlery; spoons and forks from nenprecious metai;
their parts 6324.2 0.2
Various products from nenprecions melals 485095 1
Sroup BV 295448.0 6.8
Nuclear reactors; bollers; machines and mechanical fittings;
their parts 1545267 3.6
Flectric machines and fiitines: their parts; sudiorecording

& ] &
equipment; their parts and supplementary devices 1408319
Group ¥ Vil 449682.5 1.5
Ravtway or tram Jocomotives; roling stock and their parts;
cquipment for ratiway or trame; their parls; every kind of
mechanical (inch. electro-mechanical) signalling equipment 21887 0.0
Roead trangport vehickes; thelr parts and supplementary devices 416932.5 9%
Adrerafls; space crafis; thelr parts 22268 0.1
Vessels: boats and flosting construction 283344 0.7
Group XV G70633.5 1.6
Cptical; photograpgic; cinemategraphic; measuring; control;
precision; medical or surgical instroments and apparatuses;
their parts and devices S6072.8 1.3
Ciocks and watches; thelr parts 3059 0.0
Musical instroments; thejr parts and sccessories 11254.8 0.3
Group H1X 20543 0.0
Arme and wiunitions; thelr parts and accessories 2054.3 (.0
Group X3 22687073 53
Furpitire; mattresses; matiress springs; pillows and othes
steffed furniture accessories; other lumps; iHominated signs cle.:
prefabricated constructions 4.6
Games; 1oys; sports equipment (L6
Varjous manufsciored products 0.1

i

Grouwp 33 94608 0.2
Works of art; collections and antiquities S460.8 0.2
Total | 42951641 110.0




Eetonisn ey ports ie gifferent countries in the Isf he

(in order of imporia

anee)

aifevear of I

E T %

P

Exparts

Brazil
Kyrgyzian
Gambin
Yugoslavia

35027
34126
314201
24848

Country EEK thous. e
Total exports 47851643 L0
fromm that

Finland 9782052 208
Russia 808163, 18.8
Sweden 4686017 0.4
Germuny 3375602 7.4
Latvig 3005841 7.0
Netherlands 2306485 53
Uraine 143584 .1 3.3
Lithuanis 1028258 2.4
Penmark 940798 2.7
USA 06784 .7 2.0
UK 50464 5 1.4
Kazakhstan 58455.0 i.4
Foland 577908 1.3
Byelorussia 453133 1.1
Mauritania 45160.9 1.1
Namibia 42537.8 1.0
Jaly 33585.0 0.8
Crechoslovakia 31896.8 0.7
Torkmenistan 21370.2 0.7
Switzerland 22520.6 0.5
Hungary 220637 0.5
Azerhaijan 211575 0.5
MNorway 203106 0.5
China 19514 .8 0.5
Foypl 193219 0.4
Japan JER20.6 (.4
Tadjikistan 173380 (1.4
zbelistan 167678 0.4
Bulgaria 12601 .8 0.3
Belgium 11580.1 0.3
France F1500.6 0.3
Auslria 10384 0.2
Poriugs! 16720 0.7
Gieece 87335 0.2
Moldova 8685 .4 {7
the United Arab Emirates 65438 0.2
Canads G256.2 0.1
ATmenia 4565 .4 0.1
Korea DR 40982

Talwan 3931.2

Turkey 36538




Tal

te 7. Continued

p

Exports
Country EEEK thous. i
Rumania 24713
Ireland 23104
Afphanistan 20468
fceland 1788.3
Spain 1697.9
Sudan 13208
Israc) 1296.9
Georpis 12815
The US Virgin Istands GYELD
Argenting 508.9
Liechestemn 489 4
Libya 3905
Hong Rong 3865
Cyprus 3618
Kores 3548
Yemern 2472
Guinea 23279
Thailand 216.6
Australio 172.8
Angola 144.6
Tunisia 4.8
Mexico 61.5
Montserra 60.0
Peyu 41.2
Fiji 0.6
Ghana 30.0
Greenland 16.9
Lesotho 13.6
India 12.4
Loxembowrg 8.6
Iran 6.8
Singapore 2.8
Mavriiius 2.5
Saint Vincent and the Grenadines 2.3
Tokelau (.5
Folivia 0.2
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V. OTHER FACTORS INFLUENCING INDUSTRIAL
ACTIVITIES

Vil Crganizarion of foreign rade

stoms is a trma‘} couniry, who ob coiively has (o develo P cooperation with foreign countries.
e seck ways for e integration inio the world econcmy. (I countries with large population,
lerritory z;-:rzo domesiic market foreign ade - plays not nearly soimportant role).

Effects resulting from the statug of o small couniry divide into positive and negalive offecis,
Megative effecis are ac follows,

I Mags production lacks advantages, wherefor (he (*m;ﬂ,n leved of a firme of technologically op-
tinsal size exceeds the needs of the domestic market in many spheres. 11 means ihat these firmes
depenc essentially on export opportunities, openness, stability and development tendencies of
the external markets. In Estonia this problem is specially acuie due 1o the jarge-scale indns:iry
of the Tormer Soviet Union times, which has Jost the majority of jis traditional Bastern market
Its replacement with the highly competitive Western markets proves for MENY enterprises im-
possible, primarnly due to the Jow quality of production. The Jow capacity of the domestic miar-
ket also is the reason Tor ihe Jack of imerest of foreign investors, until there are no safe and
well-functioning export markets.

2. Hazard of monopolization, because several enterprises have not epough room in the Fsto-
nian market in many industres. Enterprises in monopolistic position may, by the help of mo-
nopoly prices, redistibute possible profit from entrepreneurship for theis benefit and thus
significantly deform the cconomic development. The negative effects of menopolization can be
avorded or at least alleviated by the openness of the domestic market for 1he respECtve 171
ports. There shovld be no import resirictions in monopohmc inGusiries.

3. Fazard of price cartels in the markeis with only two-Uiree s supphers.

4. Great ipfluence of international firms due 1o the Tact thal a subsidie wy Jocated inoa small
country 1s backed by the wholecapacity of the parent firm. Local competitors are easily sup-
pressed by the help of dumping prices introduced with the financial aid from the parent 1
and the monopolistic position is pained. Foreign firms vsually creste also s strong political
tobby. In a small country it is much casier (cheaper) thar in o 2 Jarge one,

5. Great dependence op imports is an enemy of netional sovereign iy Iy the world, where eco-
nomic embargo or other such measures we used for political reasons.

6. Excessive specialization of exports and concentration 10 few countries, which may lead 1o 2
foreign structural dependence. A small country has onl y a few industrics where if has advan-
tages 1 world cconomiic competition. Specialization in these imdusiries js of course expedient
from the viewpoint of economic cfficiency. But the changing of the economic structuse i a




long-time process. A sharp change in the management conditions creates much More Serous
problems in the strictly specialized economy than in & broadly differentiated CConomy.

The export concentration 1o a few countries has analogous effects. For example, in the 1 half-
year of 1993 Estonia exported goods to €1 countries, but over a third (67.4%) of the exports
was 10 five countyies (Finland 22.6%, Russiz 18.8%, .":“W{ den 10.9%, Germany 7.9% and Lat-
via 7.0%). A small country ofien has 1o do it, hecanse it lacks epportunity io open agencies
and obtain Information i many coontiies, Thus the exports market becomes dependent on the
ceonomic and political situation in those few destination counivies, Difficulics in the exporis
markel of & fugh share comntry are borne fagt trough the export branch o the whole ec onomy
of a small country,

7oA small country cannct essentially influence mwt exchange yates, inferest raies and other
cconomic key rates - they fluctuate in harmony with the changes in exiernal environment, This
makes the whole economy of a l}ﬂrl” country dependent on the world economy (forcign coun-

ries) situation.
8. Lack of specialists with adequatc qualification in many ndusiries,

There are youch less positive aspects ensuing from the siatus of & small coun try ihan the nega-
tve ones.

1. The domesue market of a small country is more homogenous, which makes it more compre-
hensibie for the ecopomic subjects and also more easily controllable e by the state, As the Esto-
nian econonty s 1o a large extent an celectic sel of enterprises tom out from the Soviet Union
ecopomuc complex, this advantage cannot be realized in the near future. Iy Bstonis an mtegral
cconomic complex and the domestic market have stil] 10 be formed.

2. Flexibility of reacting to external influence is higher in the markets of 4 small country. Jtis
duc to the Tact that smaller enterprises are b1 itself Jess nert and a small domestic market does
not enable to compensate for the external effects. In Estonia the main problem in thie gphere is
the inertla of Targe enterprises based on state property. This advaniage will be realized in the
full extent after the privatzetion of state-owned large enterprises.

3. A small country may by the help of price concessions fight for itself a place I the balanced
market withoul reducing the general price. This tactics howeves gives positive resulis only so

long as ih;s small country alone uses this method.

4. A small country may bargain for jtself more advaniageous vade conditions compared with
other couniries, because the leading market forces are not afraid of competitors,

In the transiion from the planned 10 a market cconemy the Kepublic of Estonia desisted from
the state administraton of foreign trade. At present the foreign trade is mainly influenced by
customs and tax policy. A major role is played by

- adviging on markets and sales;

- erediting of the organizations which organize sales and help 1o create necessary markets.



Four jnstitutions are mainly engaged in foreign trade organizetion i ihe Republic of Estonia.

1. Department of foreign trade policy of the Ministry of External Affairs,
2. Foreign rade department of the Ministry of Economy.
3. Bstonian Chamber of Commerce and Indusiry.

4. Condederation of Estonian Indusiry.
The tagk of the department of foreign economic policy of the Ministry for External Affaire ¢ 10
wepare lernational economic agreements and cresie favovralble copditions for foreign trade.

J
falso intermediaies iplernaiional rescarch programmes, Uaining programmes, elc. hidividuel

problems are 1ts concern anly in exceptional cases,

The fields of scuvity of the forcign trade depariment of the Ministry of Economy are as fol-

jows:

- elaboration and nnplementation of general and regional Joreign trade policy, issues of in-
ternational rade collaboration;

preparabion of international trade agreements and control over thelr implementation;

participation 1n the work of international trade organizations and collaboration commis-
siong ensuing rom agrecments;

- cooperation with the ecopomic (commercial) agents of the foreign embassies i Estonia, as

well as with those of Izstonian embassies absoad;

- elaborauon of the principles of export credit and participation in the work of the board of
export credit fund, keeping of respective statisties;

elaboration of the concept of state assistance (¢ the promotion of export and Jocking
through the applications for state suppor(;

- registration of the agencies of foreign firms, collaboration with them, keeping of the re-

speciive statisijoes;

g

- analysis of he situation i foreign ade, composition of the estomate end {forecasting o

ey

forcign rade development;
- mitating of the rescarcl in foreign trade;

mmitating of the elaboration of legislative acts regulating Toreipgn trade,

The tasks of the trade policy office of the foreign rade department are:



- collaboration with international trade organizations (GATT, BC, UNO, IMF, EFTAYIn
conmmnercial 1ssues;

- claboration and implementation of national foreign trade policy trends, realization of the re-
gional trade pohicy;

collaboration in Joreign trade issues, preparation of trade sgrecments, control and analysis
of the observation of agrcoments;

parteipation in the work of collaberation commissions in infernational vade:
pariicipation i the work of the comnission coordineting foreign aid;

participa
CENRses).

wion in the claboration of forcign trade policy measures (customs duties, guotas
The tasks of the interpational rade selations office of the foreign trade department are:

pariicipation i the work of interpational economic organizations;

- claboration and implementation of foreign trade trends of the state, realization of regional
trade policy;

- participation in the work of international collaboration commissions i rade;

- elaboration of foreign trade legislation for Estonia, analysis of Ecgm Hve acls and agree-
menis; mierpretaton and analysis of international compnercial acl

- pargcipation in finding out dumping issves;

preparaton of foreign agreements, control and analysis of the observation of agreements
concluded;

representing the Ministry of Econormy i internaticnal trade work groups and collabo-
ration wiih trade representations of other coupiries in Fetonia;

organizing collaboration with trade sepresentatives (attaches) of Estonia, unions, associs-
tons and other organizations engaged in Estontan foreign trade;

orgarizing trang in foreign trade.

Fhe Bstoman Chamber of Commerce and Industy (BKTE) is 2 non-state nonprofii Organiza-
tion, which unites anc helps entreprencurs. The purpose of its activity is 1o represent the Esto-
man eptreprenewrs in the dialopue with the central and local government oreans, help to raise
the export potenual of the industrial production of the Republic of Bsionia, take part in the
preparation of the legislation concerning entrepreneurship, intermediate various commercial jn-
formation, render services and perform other tasks delegated 1o i by the state,
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There have been created three large data bases about entreprencurship at the EXTK. The data
bage of offers Tor collaboration of the commercial information department has a Jot of users
both among Istonian and foreign entrepreneuwss. Through it one can find a collaboration part-
ner, a reliable firm Jor investment, buver for goods, efc.

The 5K ?]i’ i s member of the Blexinfo, an information }I{)}(‘F of the Rerdic Council, Elexinfo
holds backpround data and deseriptions of cusioms practices i 160 countries, Data on Fetonia
are prepared by the EXTE.

The third major data base of the EKTK is the data base of the Estonian (‘cmap:;a.ny regisier,
which containg infonmation on 25,000 fmw A dets bases of the BT are classified accord-
ing to the NACE classification recommended by the Borepean Cormmunity.

The EXTK jssued 2 bosiness reference book 1092/1963 in Enelish, which have been disiib-

wied all over the world and winch containe data sbout 1000 Fetenian firme,

A regulay pubbication s the newspaper "Eaubandus T80stuskols Teatain" (Gazetle of the
Chamber of Commerce and Industry).

The ERTK bas rapidly gained stcady contacts with the business life in major regions of the
world and has been usefu] for the Bstonian entrepreneuss.

The Confederation of Estonian Industry repards the assisting of manufacturing enterprises in
mereasing the export of thelrproduction as one of its most important tasks. For that it organ-
izes exlubitions, performs market research, exchanges information with employers' organiza-
nons of Western couniries, 15sues Imum‘m}s mbroducing Estonian industry and its producijon,
etc. Several conerele progranumes are under way and organization also in unjons of indusiries.

As it appears from the above, several institutions are occupied with forcign trade organization
in the Repubilic of Estonia. There is for sure some firationa) organization of this work and du-
plication, but there are no essential conllicte between them. The purpose of all these instite
uons s the deeper tegration of Bstonian indusiry into the world economy.

The success of Eeioma in reorienting its tacde 1o the West refleets parly the favourable terms
the Exetonian goods have gained for the access o the western markets, A¢ of Scntember 1993
Estonia bad concluded free trade agreements with Norway, Sweden, Finland and Switzerland.
The main benefit of these agreemenis i thet they ensire Estenian manufactored goods duty
free eccess to the respective ZFTA (‘mn'm‘iec (‘}‘("‘&iin? for these goods conditions for increas-
ing vade. Estoma 18 treated by the BEC, USA and Canada «{(O}(l]ii{’ o the GE5T (Generalized
Sysiern of Preferences) principles, i has i} e agreements of the MFN (Most Favoured Nation)

with the BC and 18 A.

These agreements usually neglect agriculoral producis (protection of agriculture by the ad-
vanced industrial countries). There are siill separaie agrecimonts concerning certain processed
agriculiural products in addition to the free wade agreemenis vith Sweden and Norway and
these products are discussed in the main part of the agreements with Switzerland.
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Mam benelit from the apreements for Estonia is that it can on coual terms compete with other
countries, and that i s not left so-called outside of the club.

Free trade agreements with industrial countrics provide also indirect advantages. R elationship
with & foreign partner based on a coniract in terms of trade algo js a powerful weapon against
the presswre groups secking domestic protection and thus ensurethe permanence of Jibera)
trade policy. Agreements concluded with the Nordic and EFTA c*{'mm‘rif-‘;c arc @ legal obstacle
which the goveriment can refer to while motivating the invalidity of the customes Tees i re-
gponse to the protectionist pursuits by the Egtoman imdustry and agriculivre

The whole forcign trade orgamzation proceeds from the principle that the West is the naturs!
rade parines for Estonie. Free vrade agreements with the EFTA and EC countrics wounld have
posiuve offect on Estonia. Tanifly on most of the manvfacivred goods are Jow already, what
means (hat goods have o be produced at internatonally competitive prices.

The Warld Bank 1s of the opinion in the report on the Bstonian irade and tax policy as of
Avgust 1, 1993 that Bstonia has 1o develop betier access (o the Western markets, including
join the GATT and increase cooperation with EFTA and BC.

V.2, Transpori and commusicasions

The Estoman tansport system consists of road, railway, sca, air, river and pipe-line tangport,
i Taliinn also elecinfied city trapsport (rams and trolley buses). From the viewpoint of inier-
nationa) traffic the fow first-mentioned modes of tansport (road, railway, sea and air irans-
port) are important at present.

Due to s favourable geographical position Fstonia has gocd ransport connections with other
I Tt

couniries, ag well as opportunities for intenmedisting vansit both between cast-west and norih-

souih.

Good transport connections and possibility of transit favour the development of Estonian in-
dustry i every way, Therefore we discuss in this section only the general situation in the Fsto-
man transport and Jts development perspectives withowt wiore exhavstive analysis of the
ransport statistics,

Izstonte hag thyee large ports i the region of Tallinn - Muuga, Central and Koph, which are

relatively Jong ice-free and with great depths. In perspective it is possible to reconstruct porte

for international transport also in Pirmu, Paldiski and Kunda. Estonia also has o good roads

and railway network, which enables (o transport gooads arriving throvgh poris both (o east and

south, as well as 1o ransport goods aviving from these divections 1o the parts, For interna-

vonal transport, 3 is essential 1o improve road cover, develop road-side infrastruciure, raise
railway capacity ond affic safety,

Al present there are two iniernational airfields In Estonia: Tallinn and Tartu. Five more air-
fields have become frec from the Russian air force, which creates good opportusities for the
development of international passenger and cargo transport.



The network of inland waierways ic not much developed in Estonia, International waific pessl-
biliics are on Lake Peipsi (between Estonia and Russia). The major inland port is the Tart
river port,

Tallinn will remain the juncton of ternationa) imporiancefor 81! modes of ranspori aleo i the
fuivre.

in West-Estoma, i has the makings of a perspective ansport junction (f 10 devel Op POY
and airport there).

The projeet of buslding a new pori in Kunda 3s alse under elaboration (construction works are
already going). M it s realized, another transpor ii.;i’m‘.'iéo)“s of inerest Jor the interpational
freight raffic may come nfo being in the North-Betonian corsial aves,

-

Tallinn, Tartw and Amari airfields alse have preconditions to become junciions of infernational
air transport. Tallinn may become @ greal passenger transport junction, Tarty and Amar
ircight transport serving airfelds

Estenia has, due 10 its position, preconditions 1o become o termediary of transit between
thyee Jarge geographical-economic regions:

3. Bast, comprising Russia and regions behind ii;

2. North, comprising Finland and Scandinavian countries:

3. South, comprising Central and South-European countries.

As some of the north region countries belong by several features also o the Central Europe

(Denmark, Scuth-Sweden), they are often discossed also in the composition of the south re-
gion or the three regions are supplemented with the fourth one - the west regio.

Trenan transpost corriders through Esionis form according 1o this classification:

gt - West

—
)

North - South

AdlTovtes from Fetonis to Russia are essentially east-western ditectional raffic cordors, (Fal-
b - Narve road, l}mn Tartn - Lubamas road, Narva - Talling - Paldick i railway, Fetserj -

Tartw - Tallinn railway}.

I aiy wapgport east-wesiery direetiona) corridor is Slantey - Véhma - Panme - Sorla air corsi-
dor.

There are two norih-sovthern directional road transport corridors:



1. Via Baltica
Tallinn - Pédrmu - Riga, which in perspective may beceme an imporiant and widely used
international road transport route;

Via Fanseatica

St Petersburg - Na
MOt Iteresting roa
tourists from northern regions of Russia t bjounh the Ealtic sizies (o the Kaliningrad

Oblast and Foland.
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va - Johvi- Taru - Valge - Riga, which will become the shoriest and
d for the moior traffic, Bast- and Souvih-Esionian roead-users and

In reilway transport, there are two porth-southern divectionsl taffic comidors running through
kN
i

Sslonia;
I Taliing - Tartv - Valge,

2. Tallinn - Pirmu - M6isalkiila,
The nerith-southern directional air corvidoy is that from Finlernd over Talling and Vahims
10 Latvia and Lithuania and {rom there on scuthward.

The present state of the Estorian communication linkages and development projects should in
every way promoie the development of inciu.ﬂ;iry. The telephone network (and also iclefan) is
working satisfactorily, digital network also is upder construction. About 80% of the Estonian

teritory, ncluding all major towns, is covered with mobile telephone network. The capacity of
the network s sufficient and everybody whoe wish may have 2 mobile telephone. Telefaxn and
telegraph systems are also working quite satisfactorily, but their usage and share are declining

steadily.

favour in every way foreign

Thus we can see that good ransport and communication linkages
investment in Hstonia and economic developmient on the whole.

VAo Dwvirenmenial effecis of produciion acitvities

he Esionian industry i comparatively environment polluting, but due 1o the considerable de-
(.‘.J.mc. 1 cuiput Jevels the enviy (,,mmmq] problems have :«.omfzw]';a-zi sbated recently.

Pollution Joad by wasiowsale

Wastewsicr cmission was 2692 millon” in 1992, nost of 1t (cooling waler, eic.) neads o puri-
from this 427 im}] m was purified, 37% of
A

Neaston, Sewage waitey emission was 449 millam’, £
ficient purity). 111 millon” of sewage wa-

the purihed water did not satisfy the standards Gnso
ter was purified biclogically.

The continuing decline of production was accompanicd by the decrease i sewage emission.
Wastewater carried sewage into water bodies as follows:



BRT - 23500 tons;

oil products - 154 tons

phosphoras - 673 tons;

NHIOREH - 5835 tons;

phenols - &2 1ons.
The amouni of water needing purification has diminished in Talling (from 147 1o 123 million
) BET emission decreased from 23900 to 11900 ions. Decline in produciion is reflected
also i the decrease in the pollution load in Kobta-Yirve, where the sewage water emission de-
creased from 27.5 10 22.6 mill.. A1 the same time the BHT ensssion fell from 2600 10 1600
1018,

Yables 1-4 give a survey of the pollution Joad with wasiewater in Bstonia.

Fable 1. Drainage of sevage weater inlo rivers i 1996-31992
Amount of sewage wates BEHT
(il lvear) (thous.i/year)
River 1890 198] 1997 1994 1991 1992

Piihajoe 47.0 9.8 35 0.8 0.6 0.2
Purise 69.0 65.4 68.3 4.0 2.9 1.8
Seliajbei 4.1 4.1 3.1 0.7 0.5 0.z
Valgejbo i 1.1 .9 0.2 0.1 (.1
Jdgala 12.4 12.5 7.5 .5 0.4 0.3
Kroodi brock 119 10.4 10.1 0.3 (] 0.1
Narva 107.0 107.8 Q0.2 1.5 1.4 1.0
Kasari 2.0 3.1 27 0.2 0.6 0.2
Pérmu 10.5 1.3 8.9 2.4 1.8 (.9
1§

Timajdel 23.6 227 18.6 8.2 6.0 38
V-Emajbgi 3.0 3.0 7.6 0.2 0.1 0.1
Tinassiima 2.1 2.4 1.8 (1.6 0.6 (1.3

Podusie 1.6 ) 1.3 0.1 4.9 0.2 0.0

Into sl water
bodies 536.0 534.0 4460 452 44,7

jae]
[
L




Table 2. Wagste waier drainage in regions in 1992
Waste waier Needs Un- BT
¢mission purification purified Purified | (thous.t/vear)

City, county (millam™
Tallinn 1275 123 2.7 1204 11.9
Kohila-Jiirve 22.6 22.6 1.8 2008 2.4
Narva 901.5 356 0.8 348 0.8
Pirnu 21.8 5.4 0 5.4 .7
Sillamiie 15.6 4.3 0 4.2 0
Tartu 11.2 1.7 10.8 0.4 2.3
Harjumaa 0.0 13.0 0.1 12.9 0.5
Hitnman 0.6 0.0 0 0.6 0.2
Jda-Virumaa PR 1809 0. 1509 (r4
J6pevaman 5.8 31 I 2.0 0.3
Hirvamaa 14.4 4.8 0.4 4.4 {.5
Lidnemaa 3.2 33 0.5 2.6 0.3
Lisne-Viramaa 54, 9.3 5.0 6.3 0.4
Péalvamaa 2.6 2.0 0.2 2.4 0.1
Pérnumaa 35 3.0 0 30 0.2
Raplamaa 31 2.8 0.6 2.2 0.1
Saareman 52 2.2 0.1 2. 0.1
Tartumaa 0.3 34 0.2 3.2 0.2
Valgamaa 3.4 3.2 0.1 3. 0.2
Viljandimaa 50 5.0 1.8 3.2 0.7
Varumeaa 18.8 3.3 0.1 3.2 0.1
ESTONIA, TOTAL 2692 453 24.6 42.8 23.5

Tabie 2. Peollotion loed in 3994-1992 (ons)

CPoliotam 1980 1993 1997 ;
BRY 49000 44200 23500
0il producis 32% 286 154
sulphates 122000 109000 HIZ000
chlorides 33000 16000 14600
P 792 209 673
IN 7530 8230 5640
{atg 443 168 146

phenoies 153 Q1 &




Tealte 4. Kiain indicatore of wafer management in 1990 - 1992 Guill. m3)
Indicator 1980 1981 1002
Total draw of wateR 3300 3050 2709
- surface waier 2726 2507 2221
- underground wates 495 464 400

from water Geposits 166 162 142
water from mincs 328 302 268
mineral watey 0.015 0.016 0.005
- sea water 85 15 s
Total use of waier 2080 2003 440
in household 19 107 104
- i1 manufacturing 164 158 125
- cooling water 2440 2227 1985
- in agricolure 45 4} 30
- i fish breeding 210 206 153
- othiey 8.8 235 4%
Total emission of waiey 3260 3072 2682
veater that needn 1 be purified any 2554 2430
- water that needs © be purified 536 534 444
- unpurified 39 30 21
- purified 302 91 477
mechanmicaily " s 203
biologically 1
phvsico-chemically 113
- into underground water 3.6 5.1 3z
i

Air poliutant load

Oﬁ"jc“ia} statistical accounts on air pollutents embrace all enterprises to whom the Minisiry of
Eovironme i hae issued a polluton Heepce. In 1992, 499 aiy pollution Heences were issued, o
report on air pollution was rendered by 620 enterprises. Bach enterprise calculates the emission
of air po]lmnmk by him according 1o the methods approved by the Ministry of Environment.
On the bagsig of them, the environmental departments of the counties draw up aggregates of the

counties, the Manstry of Epvironment a national aggregaie.

sohd particles (dust, go0t) and gaseous 802, NOX and €O acceunt for 98% of the aly pollui-
anis from stetiopary pollution sources in }.i.t-i HES A}} aiy pollutants arc divided into four classes
of hazardousness. };\})(‘(‘ESHY hazardous o health and environmment are pollutants of the Ist and
Znd clase (NQ2 belongs to the Znd class of ];zn/,zndous;nr:;s::., SO2, CO and selid pollutants o the
3rd and 41h class of hazardousness).

The emission of the air pollutants of the Jst class of hazardousness was 2.8 1 in Tallim (o
1991 913 0, 1.9 tin Rakvere (}OC‘ - 8.5 1), and 0.1 ¢ ip Marva (1991 - 0.4 1); principal aiy
poliutants are heavy metals (CrP3, CO, P, benzopyrene, cle.

The emission of volatile organic compounds (VOC) was 11.2 11n 1992 (1991 - 16.5 O); these
compounds produce photo-oxidants in troposphere (in air Jayess close 1o the soil), which are



hazardous o environment and homan healih.

Hirve (6.6

Tahle &,

apd Nerve in 1292 (ma/m”)

2

Emussions of VOO were the biggest in Kohtla-

cwillamie (1.6 O and Rividli (1.5 1),

Air pollutien indicators at monitoring stetions in Tallinn, Wahils
& b

Ty
FEFVE

ir Tallinn Kohtla-Yirve Narva
Pollutant X average ma average Max BVErage
Dt (3.2-0.7 (.1 0.1 G 0 0.5-0.8 0.1
Sulphur dioxide 0.26-0.95 | 0.0083-0.004 G.078 O 3 il 0.009-0.( 0.35 0.002
Mitrogen dioxide (.04-0.07 0.01 0.09.0.3¢ 0.01-0. O 0.11-041 0.007
Niregen oxice 0.05-0.372 (.01 0,30 0.04 0,20 0.2
I V(Jl()”(h suiphide 0.010 0.007 J-0.018 0.001
Phenol (0.009 0.007 1+ 0.010-0.029 (.001
Pydrogen fluoride 0.012-0025 (.00%
ESI!
Ammoenia 0.16-0124 0.03-0.04 0.76-0.93 .03
Formaldehyde 0.046-0.064 0.008-0.010 ¢ 0.020-0.07¢ | 0.003-0.0058 (0.038 0.007
Fanle 6. Aly poblutant emdesions frors statfensry sources in 1992 (fong)
Total Sohid NG S0 CO vOC 1 Other
particles

Country, quantity % | quantity | % | quantity | % quantty | % | quantity | % | gquanity | % Gu- G

. P 1991 1e4e) 1991 1941 1901 1 antty 1 100
town =100 =100 =100 =100 =100 =1000 (=100
Totall 479207 ¢ 79 240777 ¢ 87 YARA L T [ 1T92YT | P 37460 ] 57 P1P77 | 68 682 20
Harju G443 1 58 200 | 87 344 1 53 G937 1 53 3013 | A5 148 1 34 7 G
Hiu 291 52 179 1 5% 381 87 A48T 1 o 165§ 35 . - 01106
Ida-Viry 120028 | B9 46007 | 90 SHIG ¢ B3| 60204 7187 | 46 15400 56 VY
Iogeva YV ) LSS B 3] 85 IE N
Jérva 4253 1 38 7351 18 1091 56 184G | 58 - - - -
Lidine 3451 1 65 683 | 80 931 36 1549 | 70 0 - 0
Liline-Viru ! 94242 0 851 &34 1 88 6751 56 1928 1 65 11 & i) 13
Pérnu 4043 | 64 1344 |1 26 P80 1 41 127 70 3 4 131 54
Rapla 069§ 63 6on | g8 146 | 420 1600 | s6 1 1526 | ) 410 1o
Saare a2% | 14 35 4 e 5 206 1 35 142 1 30 - - 1| 167
Valen 2227 | 40 208 | 77 590 110 1087 1§ 48 03 50
Viljandi 5503 | 75 RS 171064 2397 | S0 2004 | 67 §3 1402 | 16 1114
Véru 3697 | 64 710 43 02 | 56 | 1267 | 72| 162a | 7 .
Tallinn Viser b osa | aez | 451 GRES | 6 10297 ST a0i0 | 52 920 1 46| 97| 27
K- Jirve 222001 76 1 4681 7a | 586 1104 L 8641 | vzt 1334 | 530 eedy | us o217 | wa
Narva PIIB60 | 80 01083 | 94| s144 | 82| 75210 | 63 2717 159 1 81wl oon
P cily 4480 § ) 804|128 1931 861 14201 55 1947 | 106 1057 47| 111134
Si”é‘:miic‘ T340 | 94 | PEA i141 5511101 i | 1% 1250 1104 ! P554 ) A8 1 180 13

1y Excluding the ity and country of Tartu and country of Pélva.
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Tabile 7. Iimissione of the aiy pollotante of the Tst ¢ of harardouveness
i 1992
Ist clase of hazardovsness 2nd class of hazardousness
Country, quaniity share, G, guantily share S,
10own | { G 1997= 100 i Ge: 1901100
Total 228 100.0 46 18363 100.0 ¢9
Harju - - - 361 2.0 46
Hiw - - - 38 0.2 a7
Ida-Viry 195 283 81
JBgeva - &4 (.5 it
Jirva 104 0.6 56 ;
Liidine - - - Q3 G.5 56
LEine-Virg 1.0 £.3 G 27 55
Pirnu - . - j81i ] { 25
3\ 'ij)f i "‘G O.L': 26
Haare 28 0.2 ih
Valpa 59 .3 16
Viljandi 1ig 3o 10
Vi - - - o1 (.5 56
Tallinn 208 913 47 1444 A 54
Kaohtla-Jitrve - - - 7605 12.6 Q]
Narvs 0.3 0.4 GO 5167 28.1 82
Pérnu city - - . 130 0.7 56
Sillamiie - - - 2115 il5 6GA

The enussion of CFC compounds was 2.5 1 1992 (1697 - 7.0 1 i}, mehading 3.26 1 of freons
(1991 - 1.43) and 0.25 t of teracarbon-chloride (1991 - 5.6 ). As you know, the use of the
CFCs bas to be terminaied altogether, since they cause (he cecomposition of the earth's sirato-
spheric ozone Jayer, which is shiclding environment from the hazardous effect of heuliravioles
rays of the sun.

cased by 21% in 1991 as compared with 1901, 31 was probablv
) | i N
6 1697 for

Emissions of air pollutants dec
cavsed both by the {:i{::c]mc mmanvfaciuring and measwres introduced in enterpris

reducing air poliution.

ey

The emissions of some pollutants, sulphur dioxide, hydrogen sulphide, for-
maldehyde, and some other specific subsiances exceeded the normaiive concentratons also in
1987, though Jees than in 19970 In Kobila-Trve, for exany ple, the emission of hydrogen sul-
phide, phenol and formaldelyde exceeded the maximum permissible concentraiion Ly G ten
Himes in somic cases in 1907, bt in 1907 anly four tiymes. The same Tallin ¢ tendency can be no-

like nitrogen oxide

ticed algo in other iowns,

indicators of air polivtion in Tellinn, Kohtla-Jarve ang Narva monitoring stations in 1997 are
piven in Table 5, emissions of pollutants in Tables 6 and 7



Polinyon Joad of wasies

Egtonia produces about 13 million tons of produciion wastes,

There are no treatment plants and storing place for pmunc‘non wasles, some of the production
wastes are taker (o dumps. Doe jo the Jarge amount of wastes the po olintion of nanie grows. i1
also vellects the wastelul attitude toward the use of natural resources as o raw maierial,

Eadioaclive pollution

Kedioasctivity m air j& messured in 10, the level of radicactivity In 16 mondioring siations.
Measurement results are produced in Table 8.

One may draw e conclugion that the radicactivity iy air corresponded to the natira level.

Teble 8. Realesctivity in the aly in June 1993
Radiocactivity Radiation level

i - radiation v - radiation

) 4 [‘ N .

})q/iﬂ 24 i R/
monthly mionthly maonthly monthly
averape HITES average max

Tallinn 2.1 6.3 13 i3
Kohtla-Jirve 2.2 137 15 16
Tartu 2.3 6.9 H 12
Pirnu (0.9 55 1O 12
Paldiski 1.2 3.6 e a

spoiling and recultivation of soil ip 1992

As it appears from Teble @ the Jargest arca of Jand wae spoiled by mindng for mincral re-
sources (97.4% of the 1otal kpm}m land, including 55.8% by oil shale mining and 30.7% by
peat p;'odm‘ii(m). 62.4% of the Jand spoiled within a year were recultveied in the same vear,
The total arca of spoiled land increased by 19.2% during the vear (in 1991 by 0.3%).

As itappears from Table 10, the largest are was gpoiled in lda-Viru ecunty (55.8% of the total
Jand spoiled within & year), Of the Jand recultivated during 1992 67 bectares were taken into
use as agricvltuial Jand, 167 4 hectares as woodland, 85,1 heetares as so-called built up Jand.
&.8 hectares twned mnio dry open Jand with vegetation.



Spoliing end recuft

v
e
wea

tion of fand by epofline sources
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in 1992 (heetares)

Source
of spoiling

Epoiled

Recultivaied

Spoiled Jand
al the end of yvear

iR N

(/’r,
FOT=100

Arce

H

i
I

%,

area

share G

Total

Mining for miney
FESOUTTES
among hig
o1l shale
phosphoriie
limesione
dolomite
P oclay
sravel sand
sand

peal
Mimng for soil

Rooted up ground
Other spoiling

other mineral resources

Formation of depogits

524 8

&l

51301

2030

BN

46.0
610

N N
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1051

1020

1007

32713

30665 .4

2
-

53
G

3 A}

3680

2608.0
59.0

4
Lo

O

17%
187.9

3116.6
19664,
9.0

HMLG

o
1] {, LA

[VIN'S
(I

0.2

0.0

Spailing and recultivation of Jand in counties in 1992 (beetares)

Spoiied

Recuhivaied

Snoiled Jand
at the end of year

Hgeva
dirva

LAiline
idne-Viry
S0 v

i Viljandi
| Varu
Tallinn
Narva

20 times

7 umes
2144
18.8
150.0
7.1
60.0

50.0

150.0

o0

on
HP G I
Y Wn B B

g6.0

Ty
489,72

853.0
2494 .0

9145

i G, %,
’w( ounty | arc 1991700 ared P09 =100 area share %
Total L4 1051 390 76.4 306654 100.0
Jarju 5.0 j%.2 3617.0 11.8
Hiiu 3.0 857 3097 10
Ida-Viry 293.0 1007 725 €125.0 ;
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