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Preface

This book is based on the contributions to the seminar “Contemporary Change in 

Estonia” held at Baltic & East European Graduate School, Södertörn Högskola

(University College) in Huddinge, Sweden, on 25 April, 2003.

The seminar was organized within the framework of the Contemporary Change 

Seminar Series, launched at BEEGS in 2002. The international and multidisciplinary 

seminars addressing the social, political, economic and cultural changes in the Baltic

region countries are regularly taking place at Södertörns Högskola. Thanks to the

effort of Heigo Kadakmaa (BEEGS), “Contemporary Change in Estonia” was 

organized as a videoconference with the Tallinn Pedagogical University and the

Institute of International Relations and Political Science at the University of Vilnius.

The “video-bridge” not only enabled prof. Raivo Vetik to give a presentation directly 

from Tallinn, but also allowed the Estonian and Lithuanian audiences to participate in 

the event.

Special thanks are due to prof. Anu Mai-Köll (University of Stockholm) and prof. 

Viktor Trasberg (University of Tartu), whose chairing of the sessions made invaluable 

contributions to the discussion. Also we would like to thank the Foundation for Baltic 

and East European Studies (Östersjöstiftelsen), whose generous support made the 

Seminar Series possible. 

October, 2004 

E G L E R I N D Z E V I C I U T E
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P A M I A A L T O

Estonian Views of the EU as a North European 
Power1

Of the ten countries set to join the EU in May 2004, Estonia has been singled out as 

the “most eurosceptic and anti-integrationist” (Raik 2003: 177; Tafel and Raik 2002: 

34). In this sense, Estonia is an interesting case study that may give us an idea of what 

kind of an input the enlarged Union might expect to receive from its new members. 

The manner in which the Estonians, during the build-up to membership, have 

expressed more sceptical views than most accession states, may give us an idea of 

what possible impact the enlargement of the Union might have on the evolvement of 

European integration. In particular, the Estonian case should illuminate possible

future groupings of “awkward” partners (such as the UK) or of “reluctant” members

(such as Denmark).

This essay will discuss the evolvement of Estonian views on EU and the impact

these views are likely to have on the Union. It will pay particular attention to the 

Union’s 2004 enlargement, which resulted in a strengthening of the Union’s position 

as a significant North European power. This strengthening is the combined result of the

inclusion of Estonia, Latvia, Lithuania, and Poland, and of the ongoing adjustments

of the Union’s relations with the Kaliningrad region and the rest of Northwest Russia. 

It is finally a result of the Union’s participation in regional co-operation in northern

Europe within the Northern Dimension (ND) framework, which was introduced in 

1997, and which now forms part of EU’s new “Wider Europe” neighbourhood 

policies.2 The Union lacks a long-standing stronghold in northern Europe.3 It is 

1
 The research for this paper was funded by the Academy of Finland project “Identity Politics, Security and

the Making of Geopolitical Order in the Baltic Region” (SA 50882) and “Russia, the Russians and Europe” 
(SA 103049).
2
 The EU has gradually developed the ND into the main structure of regional co-operation in northern

Europe. The ND also colours the Union’s participation in the activities of many international organizations in
the region, and in this way these organizations have become increasingly “EU-designed” (Aalto 2004). The 
EU Commission participates as a founding member at the meetings of the Council of the Baltic Sea States 
(CBSS) and Barents Euro-Arctic Council (BEAC). In addition, it participates in the work of the
environmental organization Helsinki Commission (HELCOM), having ratified its 1992 convention on the
Protection of the Marine Environment of the Baltic Sea Area in 1994. At the Arctic Council meetings, the 
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therefore particularly important to the Union that it be recognized as a subject by those 

powers that already play a role in the region, if it is to carry out its policies.

In other words, in order for the Union to become a North European

geopolitical subject – capable of creating and maintaining order in the North European 

Region – other powers operating in the region must recognize it as such.4 Thus, the 

powers from which the EU needs to obtain recognition include not only the US and 

Russia, existing EU members such as Finland, Sweden and Denmark, but also EU 

accession states such as Estonia. The Union obtains the recognition it needs for 

ordering the North European Region by consent rather than in a traditional-

geopolitical, coercive manner. Thus, Estonia represents one aspect of the “recognition

games” (Ringmar 2002) in which the Union is involved whilst expanding its

subjectivity to include northern Europe as well as its original western European core 

region.

The International/Supranational Context in Northern Europe 

The claim that such a “recognition game” between Estonia and the EU is taking place

is naturally based on the premise that Estonian views of the Union have been subject 

to change in the international/supranational context of EU politics. Had such a 

change not taken place, Estonia would have been unlikely to even have applied for

EU membership in the mid-1990s, considering the country’s well-known struggle for

full sovereignty after the negatively experienced Soviet rule (Russian troops resided

Commission is represented only in the capacity of an invited guest. In addition, the Commission is a member
of the CBSS-affiliated Baltic 21 network, which promotes sustainable development within the Baltic Sea area.
3
 Denmark’s 1973 accession never raised the issue entirely seriously. Up until the early 1990s, the Danish

views of the Union were mainly informed by economic concerns, as Norden (the group of Nordic countries)
formed the main political project of Denmark (Hansen 2002a: 64-65), Finland and Sweden joined as late as 
1995.
4
 The use of the meta-concept of geopolitical subject in conceptualizing the EU as a North European power

is based on my earlier work (Aalto 2002). The term “geopolitics” is employed here in order to accentuate the 
spatial-territorial dimension of the EU’s ordering efforts in northern Europe as opposed to a functional or
sectoral dimension, as for example in the field of economic and budgetary policy. The term “subject” is 
employed instead of the more commonplace term “actor.” This is because the term “actor” unnecessarily 
positions the EU against the template of the Westphalian nation-state, which easily leads to ill-advised 
characterisations of the Union’s international and regional dimensions. By contrast, “subject” is a broader
category. It directs our attention to the various, inter-subjective processes of recognising and building subjects, 
and does this under a single umbrella concept incorporating both “internal” and “external” aspects of inter-
subjective processes, i.e., the EU’s own actions and policies, and the views held of these by its members and
neighbours (Aalto forthcoming). This strongly inter-subjective character of geopolitical subjectivity is 
reflected in my definition of it as a goal-oriented ordering of territories and polit ical spaces, extending from
one’s own sphere of sovereignty to broader regional contexts  (Aalto 2002: 148-51). 
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within its territory until 1994), and considering the fact that its leadership had

proposed neutrality and called for Nordic-Baltic alliance arrangements in the early

1990s. Such changes in Estonia’s international status and the gradual emergence of its

recognition of the Union as a North European power in the making may be examined 

in the light of European integration theories that find their inspiration in the field of

international relations (IR): (neo)realism, liberal intergovernmentalism and

constructivism. In this paper I will suggest that although (neo)realist and liberal

intergovernmentalist theories are capable of elucidating some aspects of Estonia’s 

international / supra-national context, constructivist theories give us a more adequate 

idea of how views on EU can evolve and matter in a small country like Estonia.

First, (neo)realist theories claim that systematic changes in international politics,

and especially in great power relations, will determine the position of small powers

like Estonia vis-à-vis such entities as EU.5 For example, the weakening of the US

commitment to and presence in Europe, and the concomitant failure by EU to 

develop the European Security and Defence Policy (ESDP), would drive a country 

like Estonia into a closer relationship with the US at the expense of its relationship to 

Europe (Heikka 2003: 50-55). Such a view of small states as somewhat helpless 

dominos – simply seeking the most easily obtainable alliance relationships – can be

challenged. Small states can become “socialised” and “learn” to promote their own 

objectives in the EU, an organization that challenges the realist logic. They can punch 

above their presumed weight by being “smart” and ensuring that the views they 

promote have resonance in the Union (cf. Joenniemi 1998).

In fact, within an entity such as the EU, small members may actually be better 

positioned to promote certain of their views than are larger ones, since their views are 

not as easily interpreted as intensions of pursuing their own interests at the expense of

the Union as a whole. They may also be more adept at negotiating compromises, and 

their behaviour within the coalition may be more flexible, which helps them organise 

support (Arter 2000: 679). To this can be added that small states typically are 

dependent on only a narrow range of sectoral interests and accordingly have fewer

and clearer interests to promote. Such clarity of interests is paradoxically enhanced by 

the fact that they have comparatively small bureaucracies. This helps them to arrive at 

a unified front at the national level more easily than the larger states. Finally, their

5
 (Neo)realist theory also suggests that small powers have a greater incentive for binding international treaty

relationships such as the ones offered by the EU and NATO than do great powers.
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relatively scarce bureaucratic resources induce them to focus on their core sectoral

interests (Raunio and Tiilikainen 2003: 9). 

Second, liberal-intergovernmentalist theories of European integration

(Moravcsik 1993) suggest that policy-makers in EU-bound states are under pressure 

both at the supranational and the national level. They are trying to balance between 

the two whilst casting their votes during intergovernmental EU negotiations. In this 

context, they are assumed ultimately to be guided by economic-material interests. For 

example, Miles (1996a: 63-65; 1996b: 278-280) argued that Finland’s and Sweden’s 

accession to the EU was motivated by economic considerations. Consequently, once 

in the Union, they were supposed to reinforce their traditional foreign policy 

orientations, i.e., policies that favour intergovernmental cooperation and resist deeper-

going political integration. Yet, as we now know, this scenario proved mostly wrong. 

Both countries turned out to be comparatively active EU members in the field of 

Common Foreign and Security Policy (CFSP). It is a case in point that they presented

a successful initiative for the inclusion of the so-called Petersberg peacekeeping tasks

in EU’s crisis management capacity, and proposed the participation of non-aligned

members like themselves in this capacity building process (Raunio and Tiilikainen 

2003: 129-141). And on a more general plane – excluding the prospect of a common

European defence, which is a controversial issue in many member states – Finland is 

often considered to belong to the “core” of the Union.6

The liberal intergovernmentalist reply to the change that took place with 

respect to Finland’s and Sweden’s views of integration once they were firmly inside

the EU has been provided by Ingebritsen (1998: 195), who takes it as evidence of a

strategy of managing economic interests and dependency on EU markets. The

poststructuralist contributions to the volume European Integration and National 

Identity, by contrast, convincingly link this seemingly plausible interest consideration 

to identity politics, claiming that it is the structure of identity that permitted the 

realization of such an economic interest (Hansen 2002b: 214-222). In Sweden’s case, 

the importance of EU integration in helping the Swedish economy recover after the 

early 1990s recession was conditioned by the more profound issue of maintaining the

image of Swedish national identity as a manifestation of modernity and economic 

power (Trädgårdh 2002). In Finland’s case, the flexibility of the national identity

6
 Although Sweden has been active in developing the CFSP, it must be noted that it abstained from adopting

the single European currency. It has therefore failed to build a reputation as a member of the EU “core.”
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politics permitted the expression of evident economic interests in a relatively non-

problematic manner, without any serious debates on the desirability of EU integration 

as such (Joenniemi 2002). Although the precise balance between identity and interest 

considerations can be debated, the credit of the constructivist literature is its tangible

introduction of the concept of identity into discussions of the evolvement of EU 

integration.

In short, with regard to the international/supranational context in which

Estonia is developing its recognition of EU’s subjectivity in northern Europe, this 

paper will have as its point of departure the premise going counter to (neo)realist

writing: in post-Cold War international politics, the views of small powers of Estonia’s 

type do matter (Aalto 2003a: 159), and especially so in an international institution such

as EU. Concomitantly, springing from the debate between liberal-intergovernmen-

talists and poststructuralists on Finland’s and Sweden’s EU integration, this paper will 

argue that both interest and identity-based considerations are involved in the evolvement 

of Estonia’s recognition of the Union. In other words, in its approach, this paper will 

represent a constructivist middle position: there is no a priori need to privilege either 

interests (realism, liberal intergovernmentalism) or identity (post-structuralism). They 

are both assumed to be of equal importance in the political praxis of European 

integration (cf. Marcussen et al. 1999).7 Such a concomitant presence of both identity 

and interest-based considerations has been well manifested in the manner in which

Estonia’s recognition of the EU has evolved since the mid-1990s.

2. The Identity/Interest Nexus in Estonia’s Recognition of the EU 

In the constructivist sense, Estonia’s recognition of EU’s subjectivity in the North 

European Region can be divided into the strongly interrelated but analytically

separable identity and interest aspects. Because identity and interests represent highly 

political and constructed categories and are subject to change, not only during major

political upheavals but also in day-to-day political skirmishes, I opt to speak of them

as “projects” (Aalto 2002: 157). In order to build a systematic theoretical model of the 

7
 Most constructivists in the field of International Relations ultimately privilege identity over interests in order 

to dissociate themselves from (neo)realism which assigns more accent on interests; see e.g. Ringmar (1996); 
Wendt (1999: 231). For views treating identity and interests as a priori equal, as in this paper (see below), see 
Marcussen et al. (1999) and Neumann (1997).
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Estonian recognition of EU’s subjectivity in northern Europe, I will, in this paper,

divide identity and interest projects into two sub-aspects (Table 1).8

Table 1: Theoretical Model: Recognition of Geopolitical Subjectivity

Component of 

recognition

Sub-aspect Explanation

Identity projects Time Temporal considerations pertaining to the 

recognition of geopolitical subjectivity

(e.g. assessment of the development and 

present state of integration within the 

Union)

Space Spatial considerations pertaining to the 

recognition of geopolitical subjectivity

(e.g. assessment of the desirable spatial 

organization, geographical extent and 

regional operating environment of the 

EU)

Interest projects Geo-

policy

Assessment of the degree and desirability 

of purposeful, goal-oriented action by a 

geopolitical subject in a particular sector 

or issue area (e.g. EU’s enlargement policy 

in northern Europe)

Geo-

strategy

Assessment of the overall constellation of 

policies by a geopolitical subject across 

sectors or issue areas (e.g. EU’s overall 

goals in northern Europe) 

8
 The distinction between identity and interest projects derives from the recent debates within constructivism

in IR literature (see previous note). However, their sub-division into the time and space aspects, and aspects
of geo-policy and geo-strategy, respectively, is a novel effort (see Aalto 2002; Aalto forthcoming). At the 
operational level, this conceptualisation is here intended to account for how Estonian perceptions of EU’s 
identity and interest projects constitute Estonia’s recognition of EU’s geopolitical subjectivity in northern
Europe.
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Identity projects can be divided into the sub-aspects of time and space. Identity 

projects are thus about the historic struggles for constructing political spaces and

boundaries. This makes identity a relational concept that represents the relationship

between the “self” and “other” in time and space. As for interest projects, I argue that

they always involve considerations of geo-policy and geo-strategy. Geo-policy refers to 

purposeful, goal-oriented and institutionalized action in a particular sector or issue 

area with territorial or spatial consequences, especially as regards boundary 

construction, and in rarer cases, boundary-breaking. Geo-policy also gives instructions

on how to use the resources within each sector or issue area. By contrast, geo-strategy 

is a broader concept. It refers to the overall constellation of geo-policies across

different sectors or issue areas. Geo-strategy gives instructions on how to allocate 

resources between different sectors or issue areas. For example, EU’s geo-strategy in 

northern Europe is the “sum” of  EU’s geo-policies towards different sectors or issue 

areas such as the enlargement and the arrangement of its relations with Kaliningrad

and the rest of northwest Russia (cf. Aalto 2002: 157-158).

Below I will examine each of these sub-aspects – time and space in the case of 

identity projects, geo-policy and geo-strategy in the case of interest projects – in more

detail in order to outline the main aspects of Estonia’s officially sanctioned recognition

of EU’s geopolitical subjectivity in northern Europe. This discussion reflects on the

extent to which Estonia supports the idea of assigning stronger subjectivity to the

Union in a region where the Estonians themselves traditionally have been objects of 

great power rivalry. The primary material consulted for this paper represents a 

comprehensive set of official Estonian positions on EU integration presented during 

a period stretching from the Nice summit of 2000, where the enlargement issue was 

finally blessed by the Union, to the summer of 2003, when the Convention on the 

Future of Europe finished its work.9 Also, nine expert interviews have been 

9
 The most important source in the material is the Estonian government’s document “Positions of the 

Estonian Government on the Future of Europe,” which is intended to guide Estonia’s policy towards the 
future of the Union. Apart from this pivotal document, the primary material also includes a set of 19
speeches held in 2002-2003 by Estonia’s representatives at the Convention. Sometimes they merely reproduce 
the “Positions…” document, and in some cases, they introduce more detailed statements on topics discussed 
during the course of the Convention’s work. In addition, all relevant speeches dealing with the EU and its 
future shape, which were held between summer 2000 and summer 2003, were included – speeches by 
Estonian presidents (Lennart Meri until October 2001, since then Arnold Rüütel), foreign ministers (Toomas 
Ilves until January 2002, Kristiina Ojuland since then), and the Prime Minister (Juhan Parts since April 2003). 
A few Estonian documents from autumn 2003 on EU’s ND and the “wider Europe” policy were also 

13



conducted with Estonian policy – makers, politicians and observers who are closely 

involved with EU integration issues.10 This material is supported by a selection of key 

speeches made by Estonian EU elites on the subject of European integration. These

speeches from the late 1990s are contrasted to previous research that outlines the

developments since the 1990s.

The overall observation, based on a systematic analysis of the primary material, 

is that Estonian recognition of the Union has evolved considerably from the very

general statements that were made in the mid-1990s about EU’s role in guarding

“European” values of democracy, freedom and rule of law.11 During the Estonians’ 

interaction with EU institutions, since the start of accession negotiations, a more 

comprehensive and detailed view of the EU has been formed. This view of the EU as

a whole has gradually led to the Estonians acquiring an idea of the desirability of  EU

gaining subjectivity in northern Europe. 

Prior to outlining these developments, a few remarks are appropriate. 

Obviously Estonia’s EU accession process has consumed a lot of the efforts of the 

Estonian political elites since the late 1990s, a fact that has so far somewhat lessened

their interest in presenting any particularly innovative visions of the Union’s 

subjectivity in northern Europe. The mostly bilateral character of this process in

particular – it having the character of an interaction between Estonian institutions and

the EU Commission – has not encouraged the Estonians to think in more multilateral 

terms, which would be required in order to develop well-formed views of EU’s

subjectivity in the context of the multilayered nature of North European politics. 

Also, one should keep in mind that the accession countries were not encouraged to 

take strongly reform-oriented positions at the Convention, as they merely had the 

right to voice their opinion not to participate in any voting. Consequently, they might 

included. On the whole, the material includes both English and Estonian language sources, and a total of 60 
documents.
10

 All interviews were conducted in Estonian by the author. One of the interviews was conducted in May 

2002, seven in December 2002 and one in February 2003.
11

 I first read through the primary material and simultaneously coded each individual document along the

lines suggested in the theoretical model (Table 1), highlighting the manner in which time, space, geo-policy
and geo-strategy aspects come up, if at all, in each individual document. Second, I examined in more detail all
material that was found to be related to each aspect, in order to find out the dominant construction along
each aspect. In this more detailed analysis along each aspect, the statements in the document “Positions…”
(see previous note) were considered the most pivotal ones. Third, I contrasted the findings from the primary
material along each aspect to previous research outlining developments both during the 1990s and more 
recently. The overall findings along each aspect that were obtained by following this three-stage procedure,
are reported in the next two sections.
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prefer to take initiatives once they were firmly inside the Union. Finally, it is worth

noting that the officially sanctioned Estonian recognition of EU’s subjectivity in

northern Europe is a primarily pro-EU view, and one which is rather widely shared

among EU experts in the country. Their views on details are not always universally 

shared by the broader public, which is not too well informed of all of the Union’s 

activities in northern Europe. And it must be added that, during the build-up to 

Estonia’s EU membership, politically active EU sceptics and outright opponents 

concentrated their efforts on criticising or opposing Estonia’s membership in the 

Union on grounds of national gain or loss, and thus largely refrained from envisioning 

the details of its North European subjectivity. 

With these reservations in mind, we can assert that the Estonian views analysed 

here make it premature to predict that Estonia will become an “awkward” partner in 

the specific regional context of northern Europe. In Raik’s (2003: 177) opinion, such a 

prospect appears as a real probability in the context of the Union’s (foreign) policies

as a whole, due to factors such as the Estonian EU elites’ reservations regarding 

federalist tendencies in the EU, the development of the CFSP and EU’s Security and

Defence Policy (ESDP), and their general attachment to the US and NATO. 

Importantly, the views analysed here can at best be taken as evidence of a prospect of 

Estonia becoming a somewhat “reluctant,” not an “awkward,” partner for the Union 

in northern Europe and for active North European member states such as Finland 

and Sweden. 

3. Estonian Views of EU’s Identity Projects 

Time

The Estonian proposals for neutrality and a Nordic-Baltic alliance at the turn of the

1990s rather quickly gave way to a new interest in EU integration.12 The Estonian 

view of the EU became strongly inspired by the often quoted “return to Europe” 

discourse that was so characteristic of central and eastern Europe as a whole 

(Lagerspetz 1999). The idea of having been kidnapped for half a century by the

“East” and then finally returning to the true “cultural and political home of Europe” 

is a well-known time construct (see e.g. Lauristin et al. 1997). It represents an attempt

12
 This was of course accompanied by the emergence of an interest in NATO membership, which is not

explicitly discussed here. On this issue, see e.g. Aalto (2003a: 140-2; 145-8) and Huang (2003).
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to escape the “Soviet time” and enter a “European time” in which the long-standing 

Soviet/Russian pressure on Estonia is supposedly overcome (Aalto and Berg 2002). 

Instead of repeating these arguments and the reasons for their emergence here, we 

may examine their persistence by taking a look at the Estonian representative at the 

European Convention Henrik Hololei’s contribution to the discussion of the so-called 

withdrawal article in the Union’s new constitutional Treaty:

Like all of you, I hope that this clause will never be used. But it is important to have 

an option like this in the Treaty. And not only because such a clause formally existed

even in the Soviet and Yugoslav constitutions and [because] I do not want to answer 

my people when they ask if SU and Yugoslavia, on paper, were more democratic than 

EU. Not having this article makes it difficult to defend the new Constitutional Treaty

in my country. (“Statement by…, 24-25 April 2003”) 

This comment, which stresses that the Constitutional Treaty of the EU should be at 

least “as good” as the formal treaties in the Soviet Union, reflects the historical

experience against which EU’s subjectivity is measured in Estonia. Similarly, the 

Estonian government’s document, “Positions of the Estonian Government on the 

Future of Europe,” clearly states that Estonia is cautious of the proposal including any 

references to a “federal basis” in the new Treaty (“Positions…”). Such a reference 

would again evoke negative memories of the formal federalism of the Soviet era, 

which in practice translated into very little local autonomy within the Estonian Soviet

Socialist Republic, and which should be left firmly behind by now. The Estonian

view, that the idea of federalism was out of place, came to clear expression in all the 

expert interviews: 

To me, as an Estonian, my preference in this question is for intergovernmental co-

operation. I mean that, to an Estonian, the term “federation” sounds somewhat…,

well, not threatening, but… (Estonian EU expert, December 2002) 

This drawing of comparisons between the EU and the experience of the Soviet era

bears some resemblance to the Finnish claims during the 1990s, that Finland was 

being “Westernized” and “Europeanized” through its membership of EU. In these

discourses, the legacy of Finland’s “Finlandisation” during the Cold War – its partial 

loss of external sovereignty in the face of what was perceived as Soviet pressure – was
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more than obvious (Browning 2002: 65). Indeed, many authors, ranging from liberal

intergovernmentalists to constructivists, would agree that Finland’s EU membership 

application was strongly conditioned by the Soviet Union’s collapse and the wish to 

henceforth avoid a similar pressure from the East. Thus, while Finland’s EU 

integration must be understood in the context of “Finlandisation,” the current

Estonian accent on the need to have a withdrawal article in the new Treaty and to 

avoid any references to a “federation” must be read as something peculiar to a post-

Soviet country. In fact, the Estonian EU experts readily accept that the legacy of the

Soviet era experience still prevails in Estonia and that therefore any talk of entering 

another “federation” without a withdrawal option has uncomfortable connotations. 

Even though there are opponents to federalism in Finland and Sweden as well, similar

Soviet-influenced connotations of the term federalism have not been an issue. Rather, 

we have seen efforts to simply guard national sovereignty that derive from other types

of national experiences.

In other words, although it is definitely true that hardly anyone wants to be 

labelled “post-Soviet” in identity terms (!) – i.e., to still be defined by the Soviet era

experience – it is evident that such a political identity label tells us something about

the Estonian view of “EU time.” As seen in the 1996 Top Decision-Makers Survey, 

national level policy makers and opinion leaders in the EU-15 for the most part 

support federal-type arrangements and increased sovereignty-sharing in several policy 

sectors (Hallstrom 2003: 70). By contrast, in the light of the rather extensive material

surveyed here, their Estonian counterparts are far more reserved in their attitudes

towards increasing federalism. For them, “EU time” with its topical issue of 

federalism unfortunately seems to be somewhat ahead of or even running away from

their own “post-Soviet time.” This is the case, regardless of the Estonians’ sincere

efforts to “Europeanize,” and in spite of EU’s efforts to erase the “post-Soviet”

elements in Estonia and the other two Baltic states by “socializing” them by means of 

the accession process and “carrots” such as the pre-accession structural funds. 

In short, with respect to the time aspect, the claims made by the Estonians 

since the mid-1990s about the similarity between themselves and those in the Union – 

about their having entered the same post-Cold War European time – have been 

gradually transformed into an awareness of slight but important differences between 

the core group of “old” EU members and Europe’s “post-Soviet North.” We have

therefore witnessed the Estonian Minister of Foreign Affairs Kristiina Ojuland calling
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for the Union to resist any pressure from groups favouring the “development of a 

club-like system, which would differentiate between old, intermediate and new 

members” (“Address by…, 29 April 2003”).

Space

One of the most characteristic features of Estonia’s European policy in the mid-1990s

was the vocalized preference for security issues being dealt with on the all-European 

or Euro-Atlantic level. This was a direct reference to the combined role of the EU

and NATO, in which EU, in a commonplace fashion, was seen as providing “welfare”

and NATO for its part “security.” Hence the two together guaranteed “stability”

(Aalto 1997: 21). The main goal at that time was preferably to obtain membership in

both organisations in order to avoid the prospect of a typical small-state tragedy, i.e., 

to stand “left alone” during a crisis, as had happened during World War II. Thus, until

the late 1990s, the Estonian view of the European space resembled what might be 

termed “western European pan-Europeanism.” Any specifications vis-à-vis different 

European regions were rare. Consequently, the relatively undifferentiated foreign-

policy goal of Estonia was to be included in the Union’s space. Accordingly, there was 

relatively little debate over EU (cf. Haab 1998: 123).

Another aspect of Estonia’s EU membership bid is that it was introduced in an

attempt to escape Russia’s influence within the territory of the former Soviet Union.

Therefore Estonia’s attempt to escape “post-Soviet time” and enter “EU time” was 

accompanied by an exclusionist view vis-à-vis Russian-European relations. This

exclusionism has failed to disappear entirely, though Estonian views have acquired 

more balanced tones during Estonia’s accession period when the nation was

undergoing a “socialization” process, i.e., was learning to adopt EU views. In the 

1990s, the often repeated message was that Russia was not a proper “European”

nation because of the imperfect character of its democracy and, no less, because of its 

“near abroad” policy, which was sometimes understood to include an aim to act as the

“protector” of the Russian-speaking populations in the Baltic States (Aalto 1997: 18-

21). In an expert interview in late 2002, reservations towards Russian-European

relations continue to surface, although now in a more amenable form. During the

interview, the experts were asked to comment on one of the claims that have been

made frequently during the general debates on EU enlargement and the future of 

Europe: “The Union should be open to all countries that want to belong to the
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Community, if they satisfy the membership criteria and are able to assume and 

implement obligations.” 

I would say “yes” as far as all European countries are concerned; but as it is the 

European Union, let it remain a union of European countries… But if some different

sort of union is being created, then such a union might extend further than it should. 

(Estonian policy-maker, December 2002; emphasis added) 

If our aim is to create a different sort of a union… then one might actually consider

the possibility of the EU extending as far as to Japan. But then it will become a 

Eurasian power, would no longer be a European Union…  (Estonian policy-maker, 

December 2002; emphasis added) 

It must be granted that these Estonian views on the prospect of Russia’s inclusion 

into the EU do not substantially differ from what one would commonly hear in 

almost any other EU member country. The Finnish minister of foreign trade Paula

Lehtomäki’s statement, that the possibility of a Russian membership of EU should 

not be rejected if Russia were to fulfil the Union’s criteria (Suomen Kuvalehti 25/2003),

is very much an isolated comment, as is Italian Prime Minister Silvio Berlusconi’s

positive statement about how Russia’s EU membership could contribute significantly 

to the Union’s efforts to build a European military capacity (Helsingin Sanomat 25 

March 2003). Still, the Estonian view of the deepening Russian-European co-

operation, and of what direction this co-operation should take in the near future, 

differs notably from that of Finland and Sweden. That is, as far as the development of

the Union’s subjectivity in northern Europe is concerned, the main effect of Finland’s 

and Sweden’s EU accession has been the emergence of a very clear need and

opportunity for the Union to develop its Russian relations, partly due to these 

countries’ own special identities and to the interests that they brought to the Union.13

These have strengthened the all-Nordic and German-supported project of developing 

the Baltic Sea Region, which was started in the early 1990s and which has most 

recently become part of the broader framework of the ND and an overall northern 

13
 These interests and identities were exemplified by the fact that both Finland and Sweden, alongside

Denmark, developed rather extensive bilateral co-operation programmes both with Russia and the Baltic
states, with Finland concentrating far more extensively on Estonia than on other Baltic states. These
programmes have ranged from the building of administrative capacity in the Baltic States, to environmental
co-operation with them and Russia’s northwest, and to the development of the Baltic military forces.
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European co-operation, which is very much characterized by a “dialogue” between 

Russian and EU institutions concerning sectors such as energy policies. 

In this context, the fact that a small a small group of Estonian policy-makers, 

towards the turn of the millennium, started to portray Estonia as a Nordic country is

significant. In October 1998, the former Estonian Foreign Minister Toomas Hendrik 

Ilves started this identity project by terming Estonia a “post-communist Nordic

country” (Ozolina 1999: 15). He subsequently, in December 1999, held a speech in

Stockholm, which was entitled “Estonia as a Nordic Country.” His main argument 

was that Estonia, the Nordic nations and Britain together form an area which can be 

described with the concept Yuleland. This concept covers countries with a relatively 

similar tradition for celebrating Christmas, countries with identities that have many 

characteristics in common. His speech is often interpreted as an effort to dissociate 

Estonia from Latvia and Lithuania. Such a disassociation from the negatively 

perceived group of Baltic Nations was formulated in order to link Estonia to the 

positively perceived Nordic group. In this context, another notable speaker, Mart

Laar, who at the time was the Prime Minister of Estonia, also claimed that a similar 

historical and cultural background unites Estonia and the Nordic nations. He called

attention to such examples as the protestant religion and the long tradition of 

education of the masses and of literacy. In a more contemporary context, the use of 

IT equipment and similar family patterns link Estonia to the Nordic nations 

(Niemeläinen 2002: 61-77). 

If Ilves’s and Laar’s efforts to get Estonia labelled as a “Nordic” country were 

to bear fruit, they would need the recognition of the Nordic powers. In Finland, 

however, their comments gave rise to some debate. Here the idea that Estonia 

belonged to the group of Nordic countries was mostly received with reservation 

(Moisio 2003: 72-3; Niemeläinen 2002: 57-8). The fact that Norden was an exclusive 

enclave became all too evident in this context (Joenniemi and Lehti 2003: 133-6). This

Nordic exclusiveness had likewise become evident in connection with the Baltic 

nations’ accession to the EU. According to one close observer and participant, 

Finland had shamelessly pursued its own interests during this process, fighting to 

reduce the possible negative consequences that Estonia’s membership might have on 

Finland’s economy. While publicly posing as vocal supporters of Estonia’s 

membership, Finnish EU representatives have strived to introduce a transition period

for the free movement of the Estonian workforce, fearing that an influx of cheap
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Estonian labour might destabilise the Finnish job market. Similar efforts have been 

witnessed in such areas as income taxation and taxation of tobacco and alcohol, areas 

in which the Estonian regulations are perceived as a threat to Finland’s tax revenues 

because they may lead to a possible reorientation of the flow of people, goods and 

businesses (Estonian policy-maker, May 2002). 

While the Nordic nations take it for granted that Estonia is part of the wider 

region of “northern Europe,” they perceive a distinct difference between Estonia and 

the Nordic nations. These nations make a clear distinction between “Norden” and 

“northern Europe” and between the geographical areas these terms commonly refer

to, a distinction that Estonian policy makers do not always make (Ruutsoo 2001).

Nonetheless, the Estonian EU elites do embrace an identification with the broader

north European region: 

The European Union consists of member states and there are different ways of 

thinking in each member state. I’m not saying that Estonia should very clearly 

compartmentalise itself into any particular group of countries, but the idea of Estonia 

as a Nordic country…is of course rather obvious… the region that we can discern 

from, let us say, Ireland to Finland. And in terms of its basic characteristics, it forms a 

rather clear counterweight to southern Europe. These are countries that much more 

easily comprehend our goals. (Estonian policy-maker, May 2002) 

In reality we want to belong to the North [northern Europe], in the sense that we 

cannot belong to Central Europe. But one has to belong somewhere, and [Estonia’s

geographical position] will strengthen the co-operation in the North or within the

Northern Dimension. (Estonian politician, February 2003) 

The distinction that the two quoted Estonian policy-makers make between northern 

and southern members, and their perception of Estonia’s “natural” place in the 

northern group, is a result of their growing “socialization” within the EU context. 

Accordingly, EU experts from Estonian political parties almost exclusively name

North European countries as the most likely partners or models for Estonia in the

enlarged EU (Tafel and Raik 2002: 27). Estonian delegates’ activities during the 

Convention also made such a “natural northernism” evident. Here most of the

Estonian small-group consultations and bilateral meetings were with North European 

members or accession countries (Veebel 2003: 157). 
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However, in order to maintain the proper perspective, it is crucial to stress that 

all this emerging North Europeanness is adopted within the framework of national

identity, sovereignty, and the idea of a Union consisting of individual member-states. 

These are the key words appearing in the most important speeches made by the 

Estonian President, the Foreign Minister, the Prime Minister and the Estonian

representatives at the Convention. In fact, the Estonian government advocated that 

EU’s new Constitutional Treaty include a clause stipulating “that the Union shall 

respect the national identities of its member states” (“Positions…”). The Estonian 

representative Henrik Hololei also made the following comment during the 

preparation of the Treaty: “it is slightly worrying that neither the first nor the second

set of articles contain a reference to the official languages of the Union” (“Statement 

by… 17-18 March 2003”). Moreover, the Estonian government asserts that “Estonia

has reservations about the idea of granting the parliaments and regions of the Member

States a right to refer to the European Court of Justice on grounds of non-compliance 

with the principle of subsidiarity” (“Positions…”). Whereas the insistence on the 

importance of national languages dates back to Estonia’s struggle for sovereignty, 

when the language issue was used for gathering popular support; the  wish to delimit 

regional rights can be related to memories of the struggle for “autonomy” in the

largely Russian-speaking Ida-Virumaa region of Estonia in 1993. Although the 1993 

conflict is best understood as an effort to attract Tallinn’s attention to the multitude 

of problems faced by the impoverished region, rather than as an example of 

separatism (Smith 1998: 11-14), its very emergence has made the Estonian

government wary of losing its grip on sovereignty within the multi-level governance

that EU integration brings with it. 

The several references made by various representatives of official Estonia to 

the desirability of a “Union of member-states” do not, however, show any clear

understanding of what this notion actually entails. In an interview, Foreign Minister

Ojuland claims that the EU remains “for an individual member state a question of

foreign policy” (Eesti Ekspress 1 July 2003). In May 2003, the Estonian Prime 

Minister Juhan Parts, for his part, asserted that after Estonia’s EU accession, pure 

domestic policy will cease to exist in nearly all policy sectors, with EU integration

blurring the internal/external distinction (“Peaminister…, 23 May 2003”). Still, one

month later he stated that European policy will “from now on be mostly about 

domestic policy” (Parts 2003). Such divergent understandings of the newly emerging 
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internal/external distinction reflect how the Estonian EU elites try to balance the 

imperatives of EU integration with the need for national sovereignty (cf. Kuus 2002a:

102). This situation is, of course, not fundamentally different from the one faced by 

their Finnish and Swedish counterparts. 

4. Estonian Views of EU’s Interest Projects 

Geo-policy

Estonia is one of the accession states that have been confronted with one noticeable

EU policy, which has been enforced since the early 1990s, namely the Union’s 

enlargement policy with its Agenda 2000 programme and the related accession

negotiations. In stark contrast to earlier enlargement rounds, the candidates have been 

granted no opt-outs. This mostly pre-determined agenda has been instrumental in 

making Estonia view the Union as a given – a package which you can either choose or 

reject, but not modify – at least not until you have achieved membership. The answer 

given by one Estonian delegate, who was asked to comment on the statement “the 

EU can hardly be my most preferred choice for organising the European political 

space,” illustrates this. His answer indicates that one did not see too many alternatives 

to EU, or alternative ways of organising European political space:

Whilst speaking of options, and especially of real life options that we can choose 

between; among these, the EU is indisputably the best choice. You cannot choose

things whose precise character is not up to your choice. (Estonian policy-maker, 

December 2002) 

This take-it-or-leave-it view of the EU and its enlargement policy is related to the 

treatment of the whole process in security terms – as helping Estonia to gradually

leave behind its “post-Soviet time” and the negatively conceived association with the 

post-Soviet space and Russia as its hegemon.14 Because the enlargement of EU 

14
 Of course, it could also be claimed that Estonia’s very smallness dictates the take-it-or-leave-it attitude

towards EU integration. However, the material surveyed for this paper indicates that EU integration is fairly 
often defended through references to a choice between either staying in the past or embracing the future. 
However, eurosceptic arguments conspicuously often raise the issue of Estonia’s smallness in order to defend 
the position for staying outside (Estonia being a small, dynamic and flexible state that can well adjust to 
global flows of capital, etc. without EU integration).
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provides Europe and its various constituent states with a new historical situation and 

a new model for building stability, the Estonian President Lennart Meri would speak

of the enlargement as “the objective of Europe,” as a case in which “the process is 

indeed the aim, because there will never be a completed Europe” (“President…, 7

December 2000”), and would refer to the enlargement as “the motive force that sets 

the wheels of Europe in motion” (“President…, 6 November 2000”). Foreign 

minister Ilves, for his part, has stated that “the acquis represents a detailed 

codification of more general principles of the enlightenment programme: respect for 

individual liberty, rules for the behaviour and responsibility of states, a level of rigour

for laws as well as their implementation” (“Remarks…,” 7 May 1999). 

This rhetoric was aimed at ensuring that the enlargement was not delayed. But 

a perception of Estonia’s relatively weak bargaining position also underlies its take-it-

or-leave-it view of the EU. The interviewed Estonian EU experts perceive Estonia as 

a small country negotiating with a community that possesses well-formulated interests. 

And certainly, Estonian policy-makers have become well aware of the interests of the

northern member states. As mentioned above, for example, Finland has tried to limit

the threat of increased competition from Estonia in the enlarged Union by arguing for

lengthy transition periods for many sectors, transition periods that would hinder

Estonia’s full integration into the Union. 

Even if one keeps these factors in mind, it is clear that the Estonian take-it-or-

leave-it perception differs from what was in evidence in connection with Finland’s 

and Sweden’s accession. Already during the accession process, the “yes” side in both 

Finland and Sweden argued that one can attempt to “customise” the Union by trying 

to influence its policies in northern Europe and thereby influence the form of 

subjectivity that the Union assumes in the region (cf. Ojanen 1999; Trädgårdh 2002: 

171-172).

And Finland’s initiative for the Northern Dimension (ND) of the EU, which it

put forth once it was a member of the Union, is a well-known example of small state 

power in European integration (Arter 2000). The ND was formally put forth by the 

Finnish Prime Minister Paavo Lipponen in 1997 in Rovaniemi, northern Finland. It 

was first recognised EU-wide by European governments in the Luxembourg 

European Council in December the same year. The first Action Plan for the ND 

(2000-2003) was adopted by the Feira European Council in June 2000, and the second

Action Plan followed in 2003 (for 2004-2006). In geographical terms the ND includes
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the Barents and Kara Sea regions in the very north of Europe, the Nordic countries, 

the northern parts of Germany and Poland, the Baltic States and the north-western

parts of Russia. In terms of issues, the ND policy covers co-operation in areas such as 

the environment, energy, human and scientific resources, health, the fight against

crime, trade and investment and the special problems of Russia’s Kaliningrad

enclave/exclave (Aalto et al. 2003: 7-9). Finland, Denmark and Sweden have adopted 

an activist approach to the ND policy and have, among other things, organized

conferences on the ND during their EU presidencies. 

Initially, the Estonians had some fears that the ND was a Finnish effort to 

patronize Estonia (Raik 1999: 157-8). Since then, Estonia went on to organise an ND

business forum in April 2001. Such actions led some observers to portray Estonia as

an “active participant in regional cooperation around the Baltic Sea” (Kuus 2002b: 

297). The new Estonian President Arnold Rüütel also claimed that the Estonians have 

“positive experiences of cross-border co-operation with Russia in the framework of

the Northern Dimension” (“Vabariigi…, 27 November 2002”). Yet, it is clear that for

a long time Estonia failed to lend consistent support to the ND. Until the drafting of 

the second Action Plan, Estonian policy-makers preferred to view the ND as 

something coming from Brussels – not Tallinn, Helsinki or Stockholm: 

Estonia’s position in relation to the Northern Dimension programme has always

been that those priorities and programmes that provide the widest possible effects 

should be considered the primary ones. There is no point in promoting some sort of 

a small scale and local programme; as such programmes do not yield any great

benefits or effects. (Estonian policy-maker, December 2002) 

The Northern Dimension is not often mentioned in Estonia… Lithuania has very 

effectively linked together the Kaliningrad and Northern Dimension questions …the 

Latvians opted for a very active approach in relations with Moscow or the Russians; 

the Latvian Foreign Ministry has founded a special Northern Dimension work 

group…in the web page of the Estonian Ministry for Foreign Affairs, neither Russia 

nor Finland is mentioned; rather the Northern Dimension has been presented as a 

common policy of the Union, simply promoting co-operation in northern Europe. 

(Estonian EU observer, December 2002) 
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A speech made by the Estonian Foreign Minister Ilves at the 2001 ND business 

forum clearly illustrated this fairly passive stance. Ilves was happy to simply quote 

Chris Patten, the EU Commissioner for External Relations, whilst singling out

priority activities for the ND: “working with Russia to tackle nuclear waste, and 

addressing cases of environmental pollution throughout the Baltic region, striving to 

combat organized crime” (“Article by…”). In October 2002, Ilves’s successor,

Kristiina Ojuland, quoted this same statement in her speech in Brussels – without 

mentioning the original source (“Address by…,” 23 October 2002). 

In connection with the drafting of the ND’s new parent policy, the EU’s 

overall “wider Europe” neighbourhood policy, the Estonian reactions also displayed

open suspicions. Ojuland finds that the EU “should formulate an effective 

engagement policy for its “new neighbours” (“Address by…, 5 June 2003”).

However, the underlying reservations towards regional neighbourhood policies were

expressed clearly in the comments made by the Estonian representative at the 

Convention during a debate under the special title “The Union and its immediate 

neighbourhood”: “to some, this may bring back memories of a similarly sounding

term employed by a neighbour of the Union in a very different context” (“Statement 

by…, 7-8 November 2002”). Obviously the negative experiences here referred to is

Russia’s “near abroad” policy, which is conceived an unsuitable model for the Union’s

relations with its immediate neighbours. 

Yet, by 2003, there were some indications that the Estonian views of the ND

were becoming markedly more positive and activist. In its own contribution to the 

second ND Action Plan, submitted to the EU in February 2003, Estonia identified as 

its priority areas such items as infrastructure networks, maritime safety and sustainable

development. Of these, the issue of maritime safety resonated particularly well with

the Finnish concerns about potential environmental catastrophes resulting from

Russia’s increased oil shipments in the Baltic Sea from its new ports around St. 

Petersburg. There was particular concern about catastrophes happening in the 

wintertime, when there were harsh ice conditions for which the old carrier ships were 

not built. Moreover, Estonia’s contribution included a special section on the 

enhancement of bilateral co-operation with the Russian Federation. During autumn 

2003, foreign minister Ojuland also signalled her emphatic approval of the ND and

the “wider Europe” policy (“Main Guidelines…, 4 November 2003”; “Kristiina

Ojuland…, 8 September 2003”). 
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How should we interpret all this? It can be pointed out that Estonian 

conceptions of time and space, which connote reservations vis-à-vis Russia, were

underlying Estonia’s relative hesitancy with respect to contributing to the ND policy. 

And after all, it must be noted how, at the turn of the new millennium, the ND – with 

the successful conclusion of the Baltic States’ and Poland’s accession negotiations –

was changing. From being a general initiative on regional co-operation in northern 

Europe, it was turning into an aspect of the Union’s evolving Russian policy, which 

focused on gaining access to Russian energy sources as well as other natural resources 

in the northwest of the country (Moisio 2003: 91).15 In connection with the discussion 

of any kind of Russia-oriented policies, the Estonians have been quick to point out 

the familiar problems in dealing with both Moscow and Russian authorities on a 

regional level. As an Estonian policy-maker stated when he was asked to comment on 

a statement claiming that the economic opportunities in the immediate 

neighbourhood of the new enlarged Union should be better exploited and be used as 

a foundation for a broader co-operation: 

[Statement to be commented on] “The incredible economic potential that exists on

the eastern rim of the European Union warrants absolute priority to be given to the 

Union’s policies towards its future neighbours in eastern Europe: Russia, Ukraine,

Belarus, Moldova. The concept of a wider Europe has to grow into a comprehensive 

policy backed by firm political will and adequate resources.”

[comment] Well, surely we must also think of the fundamental principles upon which

such co-operation can be based. But if it [the Union’s policies towards the future

neighbours] really can assume absolute priority I am not sure. It is important, but I 

am not sure whether it is of overriding importance… (Estonian policy – maker,

December 2002)

On the whole, the Union’s enlargement policy and the ND represent the Union’s 

double-edged approach towards northern Europe. The enlargement policy is mostly

15
 Russia requested the removal of Kaliningrad from the ND agenda in its contribution to the drafting of the

second ND Action Plan, so that the regions’ problems could be dealt with separately at the level of the EU-
Russian “strategic partnership.” Although this request was not adopted into the final plan, it is one of the
indications of the pressure to gradually re-locate the ND away from the Baltic Sea, which is close to
becoming the EU’s “internal sea.” Some of the problems around the Baltic Sea that the ND initially sought to
address are now being addressed by means of other EU policies. The ND is in this way moving towards
Russia’s northwest and possibly even the Arctic region.
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pre-determined by its agenda, and it is a question of “negotiations” rather than of 

anything resembling a “dialogue.” An integral part of the enlargement policy is the

requirement that accession states accept the EU’s Schengen border regime, on which 

the EU nations had agreed. In Estonia’s case, the adoption of this policy led to the 

abolishment of the simplified border-crossing arrangement that was in place on the

Estonian-Russian border for those in need of crossing the border regularly.16 In stark 

contrast to this pre-determinacy, the often-claimed lack of concrete “negotiations”

and substance in the ND process is often perceived as reducing the initiative to a

“mere dialogue” (Aalto et al. 2003). What is notable here is that both the enlargement

policy, and for a long time, the ND, failed to spark a strong political reaction from the 

Estonian side – be that in the shape of “vital” demands or of new proposals. First,

this gives grounds for suggesting that the Estonians are not set to block the Nordics’ 

and the Union’s existing policies in the North. But at the same time, this passive

attitudes vis-à-vis enlargement policies and Estonia’s reservations towards the ND do 

raise some questions about whether Estonia is likely to contribute significantly to the 

Union’s policies towards northern Europe.

At the Convention, the debates concerning the Union’s new decision-making 

rules in the field of foreign policy also speak for a cautious view on the future 

development of Estonia’s views on EU’s north European policies. In short, Estonia’s

reservations on this point will not help the Union assume stronger subjectivity in the

region. As far as possible, Estonia is strongly in favour of maintaining unanimity, so 

that other members would not impose, for example, their preferred Russian policies

on Estonia. As the Estonian representative at the Convention stated with regard to 

his government’s position: “foreign policy is an area that inherently belongs to the 

core of the national sovereignty” (”Statement by…, 15-16 May 2003”). Yet, the

Estonian view allows for some flexibility in the enlarged Union of up to 25 members: 

“…one should allow for enhanced co-operation also in the field of foreign policy 

where a ‘coalition of the willing’ may pursue actions in the name of the whole Union” 

(”Statement by…, 20 December 2002”). Yet again, to maintain perspective, Sweden’s 

cautiousness with respect to this issue should be noted. Finland, however, has shown 

16
 The simplified border-crossing regime was in place until September 2000 and applied to about 17-20,000

people on the Estonian and 3,000 on the Russian side. As for the Estonian side, the procedure is replaced by 
a system of simply issuing free multiple entry visas for 4,000 people (Berg 2002). 
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itself more ready to take steps leading towards the adoption of supranational foreign 

policies (Convention Watch, April 2003: 29-32).

Finally, in the field of ESDP, a policy sector which might in the future have 

some repercussions for the ordering of northern Europe, Estonia has displayed a 

rather reserved view, in particular of suggestions for developing a European military

force capable of operating independently of NATO. The Estonian government 

asserts that “the emerging European security and defence policy should be regarded 

in the framework of broader trans-Atlantic relations. EU actions in the field of 

defence should focus on complementing the activities of NATO, especially on 

fulfilling the Petersberg tasks, where the Union would certainly be able to contribute”

(“Positions…”). Estonia is, of course, not alone in having these reservations. Its 

preference for limiting the ESDP to the Petersberg tasks reminds one of the Finnish

and Swedish cautiousness in the sector of military integration, whereas the insistence

on maintaining a strong role for NATO is consistent with the Danish position. 

Geo-strategy

Estonia has come to accept the Union’s existing policies towards northern Europe in 

a somewhat passive manner. It has not always displayed great willingness to take

initiatives. Estonia has shown considerable reservation towards several contemporary 

policy topics that were perceived as threatening national identity and sovereignty, or

as suggesting nationally unpleasant policy labels such as the “immediate

neighbourhood concept.” At the same time, it is true that, since Estonia’s EU

application in the mid-1990s, Estonian EU experts have developed more detailed

views not only of the Union as a whole, but also of the desirability of its subjectivity

in the north European region, views that are increasingly well in line with the Union’s

contemporary position as a north European power. At the same time, the Estonian EU 

experts have, with respect to several issues, preferred to leave the EU with the 

subjectivity it already possesses in northern Europe. Such relative conservatism and 

passivity compared to Finland and Sweden may be caused by the above-mentioned

factors, such as for example Estonia’s lack of any formal power vis-à-vis the Union 

prior to obtaining membership. The words of the Estonian representative at the 

Convention aptly sum up the Estonian views of EU policies: “…in principle it is 

correct that the deepening of integration can no more be a purpose in itself. In the 
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case where it is commonly held that the integration has reached an optimal level, it 

would be reasonable to stop” (“Statement by…, 23-24 May 2002”). 

This overall assessment does not mean that the Estonians lack suggestions as 

to how to develop the EU’s strategic posture. Already in November 1998, just half a

year after the start of Estonia’s accession negotiations, the Estonian foreign minister

Raul Mälk insisted that Estonia is interested in joining a Union “that is effective both

internally and on the international stage” (“Remarks…,” 15 November 1998). In May

1999, Mälk’s successor Ilves called for “efficient decision-making, a strong Euro, and 

an undivided international voice” (Remarks…,” 7 May 1999). And in November

2002, Foreign Minister Ojuland expresses Estonia’s desire “to belong to a body, 

which has clearly defined goals, and is capable of dealing with international issues”

(“Summary…, 31 October 2002”). Yet, these comments are somewhat puzzling in the 

light of the rather conservative Estonian views regarding proposals for the future

development of EU policies in northern Europe – proposals that might be seen as, on

the whole, strengthening the Union. 

Such apparent internal contradictions in the Estonian views become more 

comprehensible once one considers the idea provocatively put forth by the US

secretary of defence, Donald Rumsfeld, of a “new Europe” that consists of new

NATO members such as Estonia and which is more closely attached to the US than 

“old Europe” supposedly is. Even though this statement was made in the context of 

the Iraq War, it does suggest that Estonia, among many other EU accession states, 

wishes to see the US retain a strong international subjectivity. By extension, the EU is 

expected to continue to function mainly as a civilian power. In Estonian eyes this 

means that EU never could come anywhere close to being recognized as the leading

power in northern Europe. After all, the Union and its strategy in northern Europe is 

a relatively new issue for the Estonians. To them, the US interests, which date back to

the Cold War, are more readily comprehensible. The US containment strategy towards

the Soviet Union is well-known; as is its non-recognition policy with regard to the

annexation of the Baltic States and its support of Estonia when it came to expelling

the remaining Soviet/Russian troops from the country after it had regained its 

independence. In a word, for the moment the new forms of “power” and subjectivity

that the EU connotes fall short of attracting the wholehearted commitment of the 

Estonians.
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5. Concluding Remarks

The identity and interest politics that inform Estonian views of EU’s geopolitical

subjectivity in northern Europe are summarised in Table 2. 

Table 2: The Estonian Recognition of EU’s Geopolitical Subjectivity in Northern

Europe

Component of 

recognition

Sub-aspect Summary

Identity projects Time Perceptions of slight but important 

differences between “EU time” – the 

stage of integration at the core of the 

Union – and Estonia’s “post-Soviet 

time”

Space Relatively strong identification with the 

“Nordic” or “northern” group of EU 

members; however, less enthusiasm for 

engaging Russia than shown by many 

of the northerners; somewhat more

accent on national identity and 

sovereignty than in, for example, 

Finland

Interest projects Geo-policy Co-operative attitude towards the 

Union’s existing geo-policies in 

northern Europe, but until 2003, little 

signs of own activism. Reserved views 

on the planned bolstering of 

supranational policies 

Geo-strategy Support for the Union maintaining its 

existing subjectivity in the region, but 

stronger subjectivity on the whole not 

supported at a concrete policy level 

because of interests in the parallel

strength of the US and NATO 
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The analysis of the primary material in this paper suggests that Estonia will not 

necessarily become an “awkward” partner for the Nordic regionalisers and EU 

institutions in northern Europe. At the same time, it must be noted that the Estonian

views have included several reservations towards many currently debated policy 

initiatives that might help strengthen the Union’s subjectivity. Admittedly, many of

these reservations are shared by some other member states in the region, and some of 

the reservations have shown signs of erosion. But, in connection with the Union’s

deepening “strategic partnership” with Russia, the reservations displayed by Estonia

stand out when compared to prevailing views of many of the more established

members, such as Finland and Sweden, or compared to the views held by 

representatives of EU institutions. It should be noted that even if such reservations 

were to prevail, they would not make Estonia an “awkward” partner in the European 

north, but, they may possibly make it a “reluctant” partner.

In the final analysis, it must be kept in mind that the here outlined Estonian 

views are subject to change as Estonia interacts on a European level. A good parallel 

can be drawn to Estonian-Russian relations, which, in a context of international 

interaction, have acquired more pragmatic characteristics. Estonian-Russian relations

now differ greatly from those that characterized the deadlocked conflict of the early 

and mid-1990s (Aalto 2003a: 138-51; 2003b). Similar tendencies are traceable in the

evolvement of Estonia’s views of the ND policy and of the overall “wider Europe” 

framework. Viewed from the constructivist angle, Estonia’s further “socialisation” 

process vis-à-vis the Union’s north European subjectivity will be an interesting

indicator of the development of the strength and appeal of the Union’s power within

the region. 
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K A R S T E N S T A E H R

Economic Transition in Estonia. Background, 
Reforms and Results 

1. Introduction 

This chapter surveys and discusses the reforms that have reshaped the Estonian

economy since the country regained independence in 1991. The reforms have 

dismantled the centrally planned economy and established a market-based economy. 

The main objective has been to develop the Estonian economy and improve living

standards, i.e. to bring about higher income and more choice while ensuring adequate 

social protection.17

With membership of the EU and most reforms effectuated, it is expedient to 

look back and evaluate the reform process and its economic consequences. We briefly 

describe the background for the 

reforms, i.e. the centrally planned eco-

nomy that had emerged as a result of 

almost 50 years of Soviet domi-nance.

The main reforms are discussed with 

an emphasis on the far-ranging 

decisions that were made at an early 

stage. We then review the economic 

developments during the last decade and seek to give an overall assessment of the 

consequences of the reforms. This leads on to a discussion of some points of 

contention and of areas where further reforms are needed. 

Estonia in brief

Area: 45,200 km2

Population: 1.35 million (Jan. 2004) 

Population growth: -0.4% (2003-04) 

Capital: Tallinn (397,000 inhabitants, Jan. 2003)

Gross Domestic Product per capita, adjusted for 
purchasing power: 42% of EU15 average (2003) 

Sources: Statistical Office of Estonia, Eurostat (2004)

While the consequences of the reforms put through in the larger transition 

economies in Central Europe (e.g. Poland, the Czech Republic, Hungary) are widely 

covered, the lessons to be learned from the smaller transition economies are less well

appreciated. In Estonia’s case, this is unfortunate, since the country has pursued a

17
 The issue of economic development was also a dominant subject matter during the debate on EU

membership. One pro-EU campaign poster showed, on the left, a large jah (yes) and a happy woman
shopping in a well-stocked supermarket, while, on the right, an ei (no) was accompanied by a homeless man
rummaging through a rubbish dump! 
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unique reform strategy based on a strong market-oriented focus and on adherence to 

very prudent monetary and fiscal policies.18 Estonia has frequently been singled out as 

a country pursuing a big-bang strategy with early and bold steps in almost all reform 

areas. One might wonder whether this perception is correct. If so, has the policy been 

successful? Who are the winners and the losers? Which lessons can be learned for

future reform? 

Few surveys and narratives covering the overall process of economic reforms 

in Estonia have been published. Berengaut et al. (1998) focus on a number of early 

reforms in the Baltic States and discuss the implications of EU-membership. OECD

(2000) compares the economic performances of the three Baltic States during the 

second part of the 1990s, but does not emphasize the transition element of reforms. 

Vensel & Wihlborg (2001) present a volume of articles that focus on enterprise 

restructuring, financial sector developments, and other selected issues, but do not 

attempt to give an overview of the economic reforms and developments. Laar (2002) 

combines an overview of the early reforms with personal experiences as a politician 

and a Prime Minister. Approximately once a year, the International Monetary Fund

publishes a survey of the Estonian economy, e.g. IMF (2003c).

Our impression is that, taken as a whole, the economic reforms have been 

designed and implemented remarkably well. The overall reform strategy has been 

maintained since the inception of reforms – in spite of rapid changes of government.

This generally positive assessment is underscored when one considers the often very

difficult and uncertain environment in which reforms had to be undertaken, especially

at the early stages. Compared to other countries emerging from the former Soviet 

Union, Estonia, together with the two other Baltic States, stands out with respect to 

democratic rights, economic reforms and improved living conditions. 

The overall satisfactory record still leaves areas where one might question 

whether the reforms are appropriate. The privatisation of the very largest companies 

has in some cases been disorderly. While the government has exerted a laudable

degree of macro-economic prudence, the current account deficits have generally been 

very large and could be a matter of concern in the medium term. The taxation of low-

income earners appears excessive and might cause unemployment and societal

18
 Aslund (2002, p. 12) writes: “The possibly greatest success story, Estonia, has been comparatively poorly 

studied…”
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fragmentation. The EU membership brings new opportunities, but also new 

challenges.

The chapter is structured as follows: Section 2 gives a brief overview of the 

Estonian economy before 1991. Section 3 goes through the Estonia reform policies

and their economic significance. Section 4 presents data for Estonia’s economic

performance since its independence. Section 5 discusses a number of contentious 

and/or unresolved issues. Finally, section 6 offers some concluding comments. 

2. Background 

A brief review of developments before Estonia regained independence in 1991 will 

prove useful for the understanding of the reform process. The importance of initial 

conditions for transition reforms has recently been confirmed in case studies as well

as in formal statistical analyses (e.g. Feldmann & Razeen 2001, de Melo et al. 2001). 

Livonia, the area that constitutes Estonia and parts of Latvia, was incorporated

into the Russian empire in 1721. Although an integral part of the empire, the area

retained a large degree of self-government exercised by the dominating German

nobility (Misiunas & Taagepera 1993). In many respects, the Estonian and Latvian

areas functioned as laboratories in which policies could be tested before being

implemented in the rest of the vast Tsarist empire. Serfdom was abolished in 1819, 42 

years earlier than in the rest of Russia. The agricultural sector prospered during the

19th century, aided in part by the proximity to the large market in St. Petersburg and 

the construction of a railway between St. Petersburg and Tallinn. Estonia experienced

some industrialisation and was a resort area for the wealthy St. Petersburg elite. 

Estonia proclaimed its independence in 1918 after the Bolshevik take-over in 

Russia, but went through two years of conflict before Soviet Russia accepted Estonian

independence. In spite of political complications, Estonia enjoyed rapid economic 

growth during the interwar period. Land reforms improved the farmers’ conditions, 

but the country also prospered from small-scale industrialisation and the development

of oil shale mining. With the independence, almost all economic links with the eastern 

neighbour were severed, but trade was rapidly reoriented towards markets in the West

(Ahde & Rajasalu 1993). 

Estonia remained poorer than most Western European countries, but the 

difference in production levels and living standards was not striking. In the early

1930s, per capita national income in Estonia was approximately 60% of that in
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Sweden (Central Statistical Bureau of Latvia 2002: 19).19 The difference was even less 

obvious in comparison to Finland, Estonia’s northern neighbour. Household income

and living standards in Estonia were only slightly lower than those in Finland, or 

possibly at the same level (Hagfors & Kuus 1993).

After having been seized by the Soviet Union in connection with the Second

World War, Estonia became an integral part of the Soviet economic sphere (Ahde & 

Rajasalu 1993). All means of production were nationalised, including manufacturing,

service industries, and housing. Farms were collectivised and centralised in

increasingly large units. New investments were placed in heavy industry, textiles, and

military production. Communism meant central planning, i.e. the firms’ production

and prices were decided in annual plans. Consumer prices were fixed for extended 

periods. Still, the planning system paid little attention to consumer preferences and

profitability, and the results were periodic shortages and low product quality (Gros & 

Steinherr 1995, chp. 2).20

It is difficult to assess the economic performance during the post-war period

from 1950 to 1990. Soviet statistics were to a large extent used for propaganda

purposes, and the methodology differed from western standards. Official Soviet data

showed that the Estonian economy grew rapidly in the post-war period. The Net 

Material Product (basically production excluding services, net of capital depreciation) 

grew at least twice as fast as overall production in Finland (Ahde & Rajasalu 1993,

figure 1). However, there is little reason to trust the impressive official growth rates. 

Data from the World Bank suggest that the Estonian production in 1990, adjusted for

differences in purchasing power, was approximately 30% of the Finnish.21 In addition,

19
 The Latvian per capita income was comparable to the Estonian, while the Lithuanian was approximately

35% lower.
20

 The insistence on maintaining fixed prices in the communist economies with central planning is somewhat

puzzling. It led to queues and inefficient use of resources. For example, low rents caused permanent housing
shortages and starved the sector of resources, which led to low housing standards. Keeping prices fixed in 
spite of changes in consumer demand and production costs was likely ideologically motivated and intended to 
demonstrate the superiority of the communist economic model (Gros & Steinherr 1995, chp. 5). 
21

 Production data for planned economies are calculated using different measures than in the West, differ

from source to source, and are generally unreliable. World Bank (1996: 189) asserts that in 1987 the Estonian 
Gross National Product (GNP), adjusted for purchasing power, amounted to 40% of the Finnish. World
Bank (1993: 125) gives an estimate of the Gross Domestic Product (GDP) in 1990, which implies that the 
Estonian production amounted to approximately 25% of the Finnish. (GNP comprises GDP plus factor 
payments earned abroad. In this case the difference between the two measures is negligible.) Ahde & Rajasalu
(1993) give numbers for the Estonian GDP in 1987 ranging between 10% and 25% of the Finnish GDP 
(using, respectively, parallel and official exchange rates). Data for production in planned economies are in 
many cases overstated (Aslund 2002, chp. 4). One reason is that the planned prices were essentially arbitrary 
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the economic structure was severely distorted. The military and paramilitary forces,

the security police etc. absorbed a disproportionate share of the resources. Data for 

household income reveal that at the end of the 1980s the average Estonian

household’s purchasing power was at most 20-25% of that of a Finnish household, 

probably significantly less (Hagfors & Kuus 1993). The supply of services and private 

consumption goods was very limited, shortages prevailed, and the product quality was

generally low.

The relative backwardness of the Soviet Union became increasingly evident,

and Mikhail Gorbachev was appointed general secretary of the Communist Party in 

1985 with a mandate to modernise the stagnating economy (Gros & Steinherr 1995, 

chp. 1). Small-scale private businesses (“co-operatives”) were allowed within the

service sector. An enterprise reform with the goal of decentralising decision-making 

came into effect in 1989. As a result, enterprise managers gained influence over the

setting of wages, while prices remained determined in the plan. The result was large

wage increases, which cut the firms’ surplus and hence their tax payments. 

Government finances deteriorated and the Soviet authorities began to finance the

budget deficit by printing money. The result was an increasing amount of money 

chasing the same amount of goods. In economies with market-determined prices the

result would have been (higher) inflation, but in the Soviet Union the consequence of

the monetary overhang was “repressed inflation,” i.e. shortage of essentially all goods

(Gros & Steinherr 1995, chp. 5) 

From 1990 the Soviet economy was shrinking fast, shortages were endemic, 

and trade among the republics was disrupted. This spread to Estonia and made

everyday life more difficult. Indeed, the economic prospects were bleak, but there 

were some bright spots. Gorbachev’s glasnost had made possible increased contact 

with the outside world. Decentralisation had opened up for increased self-governance, 

also with respect to economic matters. In December 1989, a price reform let the 

prices on many products float, the state trading monopoly was abolished, and

privatisation of small enterprises was initiated. A budget reform brought about de 

facto fiscal autonomy from the beginning of 1991 and made possible the introduction 

of a new tax system (Laar 2002: 89-96). 

and did not reflect the relative scarcity of products. Thus, many productions units detracted value in the sense
that their final products were worth less than the inputs going into the production.
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However, as long as Estonia did not have independence, it had little chance of 

carrying through a consistent reform strategy. The political situation in the Soviet

Union was extremely uncertain; Soviet troops still stationed on Estonian territory 

could at any time suppress the hope for independence. On August 20 1991, after the

old communists’ failed coup in Moscow, Estonia declared its independence. 

3. Transition Reforms 

With its independence, Estonia could implement economic reforms without being 

subjected to pressure from the outside. The reforms were the result of political

processes in the newly independent country, but a large number of constraints were 

present (see Laar 2002, chp. 4). As was mentioned above, Estonia’s economic 

situation was deteriorating. The administrative apparatus in Tallinn was targeted 

towards the administration of a Soviet republic, not of a new independent state. Few 

had a clear perception of the functioning of a market economy. Thus, the reforms 

were commenced in a challenging environment (World Bank 1993; Aslund 2002, chp. 

3; Laar 2002, chp. 2). 

The large number of reforms and legal and administrative changes makes it 

convenient to group the reforms under a few broad headings. Following Islam (1993), 

we consider four categories, namely liberalisation, stabilisation, privatisation, and 

finally structural and institutional reforms. This grouping broadly follows the 

sequencing and chronology of events. The liberalisation and stabilisation policies were

most intensive at the beginning of the 1990s, privatisation in the middle of the

decade, while implementation of the broad range of structural and institutional

reforms has been an ongoing process, which is still in progress in certain areas.

3.1 Liberalisation

The main prerequisite for a market economy is that producers and consumers are free

to react to market signals. If consumers appreciate a product, high demand will lead to 

a high price and hence be an incentive to increase production. A product in low

demand will attain a low price that again will lead to production cutbacks. This simple

notion lies behind the liberalisation of prices, trade, and production. By allowing 

economic actors to react to market signals, the economy’s productive resources can 
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be directed towards consumer needs, waste and squandering are reduced while 

innovation is stimulated (Aslund 2002, chp. 5). 

To abridge a large amount of descriptive information on reform progress and 

to facilitate illustration, we will occasionally use indices reflecting the reform progress 

in various areas. The European Bank for Reconstruction and Development (EBRD) 

assesses the reform progress in a number of areas and publishes the results in its 

annual Transition Report, e.g. EBRD (2003).22 The indices are constructed by 

combining data for specific variables of interest and qualitative assessments by e.g. the 

EBRD’s representatives in the various transition countries.

The indices cover a range of areas reflecting different fields of economic 

transition. Each index can take a value between 1 and 4.33. An index value of 1

indicates that the area in question is unreformed and functions along Soviet-style 

lines. An index of 4.33 denotes that the area is thoroughly reformed and functions

along the best norms in modern market economies. A value of 3 generally indicates

that many reforms have taken place and that the area to a large degree functions

according to market-based principles. (See EBRD (2003: 15-18) for more details on

the construction and interpretation of the indices.) 

Figure 1. Price liberalisation and foreign exchange and trade

liberalisation, indices
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The indices reflect the EBRD’s qualitative assessment of reform progress in the
area. The minimum value is 1 reflecting no reform, and the maximum value is
4.33 reflecting the best practices of market-based economies. See also text.

Source: EBRD (various years).

22
 Country-specific indices for the period 1989-90 have not been published. However, the EBRD has kindly 

made available the data in electronic form.
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Figure 1 shows indices that reflect the degree of price liberalisation and the 

degree of external liberalisation in Estonia throughout the period 1989-2003. For

price liberalisation, an index value of 1 indicates that the government controls most

prices, while 4 indicates that basically all prices are liberalised. For the foreign

exchange and trade liberalisation index, 1 indicates full state control over foreign trade

and foreign exchange transactions, while 4.33 indicates full external liberalisation.

The first round of price liberalisation was implemented while Estonia was still

part of the Soviet Union. In December 1992 the next round of comprehensive price

liberalisation was carried out. Since 1993, only the prices of a few items have been 

subject to regulation, mainly publicly provided housing, electricity, and heating

(OECD 2000a, chp. I).23

Most regulation of enterprise activity had de facto ceased before independence 

in August 1991. Most state-owned companies were made to compete in the market-

place, and could determine their own production, employment, etc. From 1992, state-

owned enterprises – as well as private ones – could be declared bankrupt (OECD

2000a, chp. I). New firms could freely enter and exit, and permits were only required

in a few industries (e.g. weapons production). 

Importantly, external transactions were also liberalised at an early stage, for 

enterprises as well as for private persons (Feldmann & Sally 2001). International trade 

was liberalised and almost all tariffs were abolished during the first years of transition. 

During the period 1997-99, Estonia did not have any restrictions on international 

trade and consequently did not receive any tariff revenue.24 Starting in 2000, Estonia 

reintroduced some tariffs as part of its preparations for EU membership. Estonia

entered into free trade agreements with a large number of countries during the 1990s, 

most importantly with the EU through an Association Agreement signed in 1995. 

The abolishment of quotas and duties also included agricultural products. The 

result has been low food prices that have benefited the Estonian consumers. On the 

other hand, the lack of protection from world market competition has led to a

significant reduction in the Estonian agricultural sector (OECD 2000a, annex I).

Foreign exchange was largely liberalised when the new Estonian currency, the 

kroon, was introduced in June 1992. Full current account convertibility was attained in

23
 The Heritage Foundation assesses that in 2003 Estonia, Denmark and Iceland are the three countries in 

the world with the freest determination of wages and prices (Heritage Foundation 2003). 
24

 Only Hong Kong and Singapore have equally free trading regimes (Feldmann & Sally 2001). 
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1994 when remaining restrictions on trade, interest and transfer payments were

abolished. Full capital account convertibility was achieved in 2001, with the removal 

of the last restrictions on international financial transactions (EBRD 2002, p. 142).

Already in September 1991, Estonia introduced a legal framework that opened up for 

foreign direct investment (FDI). 

The rapid and comprehensive opening of the Estonian economy is also

reflected in the EBRD’s index for external liberalisation, cf. Figure 1. Estonia has 

become a very open economy with a very large trade turnover relative to its 

production (Feldmann & Sally 2001). 

3.2 Stabilisation

An immediate problem after independence was the high and increasing inflation. In 

1991, the annual inflation was above 200 percent, and by 1992, it reached close to

1100 percent. This level of financial instability was unsustainable. Economic

transactions were impeded and the value of rouble savings evaporated almost 

overnight. Two factors were at play here. 

First, the excessive credit supply during the twilight of the Soviet Union had, as

noted earlier, led to the public accumulating a surplus of money. As long as almost all

prices were controlled, queues appeared when people tried to spend the money; but 

when pricing was liberalised, the immediate result was a great increase in prices.

Second, Estonia still used the Soviet rouble, and all nations emerging from the Soviet 

Union issued roubles without restraint. The result was a rapidly expanding money

stock, which resulted in extreme inflation (Aslund 2002, chp. 6). Figure 2 shows the

consumer price inflation in Estonia since 1989 based on annual changes in the

average consumer price index.

The Estonian government realised that the extreme inflation could not be 

stopped as long as the rouble was used. As the first ex-Soviet country, Estonia

introduced its own currency and thus gained control over its money supply. The new

currency, the kroon, was put in circulation on 20 June 1992 and made sole legal tender

a few days later (Laar 2002, chp. 5). 

The kroon was from the outset pegged to the German mark within a currency 

board arrangement that fixed the exchange rate at 8 kroons to one DM. The currency 

board meant that the Estonian central bank, Eesti Pank, was allowed to issue 

domestic currency only to the extent that it had foreign currency reserves of a similar

45



value. Eesti Pank guaranteed that 8 kroons would always buy 1 German mark, as it 

always stood ready to exchange currencies at this rate. Eesti Pank’s foreign exchange 

reserves came from the gold reserves of the first Estonian Republic. The gold, or its

currency equivalent, was returned to Estonia when it regained its independence (Laar 

2002, chp. 5).25 The peg was switched to the euro on 1 January 1999 (15.6466 kroons 

= 1 euro), when the German mark was formally replaced by the new European 

currency.

Figure 2. Consumer price inflation, percent per year
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The establishment of a currency board prevented the central bank from supplying 

credit. Eesti Pank stopped lending to both commercial banks and the government. 

The government acted to cut the deficit, in 1993 enacting a law requiring the budget

to be balanced at all times. The government budget showed a surplus in 1994 and has 

since been in balance (with the exception of 1999). As a precautionary measure, the 

government set up the Estonian Stabilisation Reserve Fond in 1997. The fund invests

abroad and can be tapped in exceptional circumstances. Revenues from the 

privatisation are directed into the fund. The main source has been the proceeds from

the sale of the national telecommunication company Eesti telefon (OECD 2000a: 99) 

25
 Curiously also the logging rights to 150,000 m3 of wood (!) were transferred to the Central Bank (Laar

2002: 121). The intention was presumably that in case of a currency attack, the Central Bank could sell the 
logging rights in order to replenish the foreign currency reserve. 
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The Estonian stabilisation program is generally considered to have been a

major success (Berengaut et al. 1998; OECD 2000a, chp. II). Since 1997, inflation

rates have been in the single digit range, and the inflation has gradually converged

towards the level that one finds in the euro-zone. The fixed exchange rate has

functioned as a “nominal anchor” increasingly linking domestic inflation to European

inflation levels.

3.3 Privatisation

The state-owned firms in the planned economies were perceived to be wasteful and

unaccustomed to react to market signals. Managers of state-owned companies had 

incentives to demand subsidies or protection from the government instead of 

restructuring the businesses (Aslund 2002, chp. 7). In this context, it was hoped that 

the privatisation of companies would create new owners who would force through 

management changes, cut down on waste, introduce new products, and find new

markets. However, this requires that the owners are motivated to do so, and are able 

to exercise corporate governance, i.e. to gain control over management decisions. A

leading motive for the Estonian privatisation process was that ownership should be 

concentrated and clearly defined, thus facilitating corporate governance (Laar 2002,

chp. 10). 

Already in Soviet times, de facto private enterprises had emerged in Estonia. In 

December 1990, a number of small-scale businesses, mostly within service, retail, and

catering, were privatised through sale to insiders, i.e. employees and managers. Still,

when Estonia regained its independence the vast majority of all firms were state-

owned. Predictably, the process of privatising nearly all companies, land, and 

residential property must be complicated, politically sensitive and subject to

alterations over time (Terk 2000, Purju 1996). The following brief survey will touch

upon only some of the many issues involved.

A basic principle of the Estonian privatisation was the restitution of property 

to the former owners or their descendants. This choice was partly meant to 

demonstrate the continuity between the interwar Republic and the restored

independent Estonia. The Soviet occupation was regarded as illegal and the Soviet

nationalisation should thus be reversed (Laar 2002, chp. 10). More than 200,000

restitution claims were filed and each was examined individually. In case a restitution

claim was deemed justified, but the property could not be returned, or if the claimant
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did not want it returned, he or she was offered compensation in the form of 

restitution vouchers. These vouchers could be used as payment for residential

property that was being privatised or at privatisation auctions. Restitution was the

major means of land privatisation, albeit the process stretched throughout the entire

decade of the 1990s (Terk 2000, chp. 5). 

All permanent residents of Estonia were offered “capital vouchers,” which

could be used as a means of paying for one’s residential property or for property 

being auctioned off. The vouchers were eventually made transferable and were in

large part bought up by foreign firms that used them as payment when buying

privatised Estonian companies (see below). 

Figure 3. Small-scale and large-scale privatisation, indices. Private

sector share, percent of GDP
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Source: EBRD (various years).

The privatisation of small-scale businesses was relatively uncomplicated. Most of the 

smaller firms were sold off at auctions. Initially, insiders were favoured, as they were

given a right to buy their company at a pre-set minimum price. These advantages were 

curtailed in 1992, and removed entirely in 1993 (Purju 1996; OECD 2000a, chp. V).

By 1992, approximately 50% of all small-scale firms were privatised; by 1995

privatised companies made up close to 90% and by 1997, close to 100% (EBRD

2000: 160).

The privatisation of large-scale businesses followed the “Treuhand-model,” i.e.

direct sale to the buyers that were expected to offer the most favourable prospects for
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the enterprises. The Estonian Privatisation Agency was set up in 1992 to undertake

the sales, receiving expert help from Germany. The agency sold controlling share 

holdings to both domestic and foreign buyers. The aim was not necessarily to obtain 

the highest possible price, but rather to find core investors with industrial experience 

and a strong business plan. Employment and investment guarantees were also given 

weight (Laar 2002, chp. 10).26 Remaining minority shares were later auctioned off for 

cash or vouchers. 

Figure 3 shows the EBRD’s assessment of the extent of small-scale and large-

scale privatisation in Estonia. An index value of 1 indicates no reforms and little or no 

private ownership, while an index value of 4.33 corresponds to the typical degree of 

private ownership in market economies. The bulk of enterprise privatisation was

completed by the mid-1990s with only a small number of large firms (mainly the 

perceived natural monopolies) remaining in state ownership. By 2003, the electricity

company and the Tallinn harbour were the only remaining major, state-owned

enterprises. Figure 3 also shows estimates of the private sector’s production as a share 

of the total production in Estonia. Since 1999, the private sector has been responsible

for just around three quarters of the total production. 

3.4 Institutional and structural reforms 

A market economy requires an institutional and structural underpinning. Indeed, the 

economic performance of a market economy is likely to depend in large part on the 

quality and specific set-up of its institutions and legal system (North 1990, 1997;

Roland 2000; Stiglitz 2001). The underpinning stretches from contract and private 

property laws to social safety nets to help those loosing out in the market economy. 

As a large number of reforms have been undertaken in these areas, only a summary 

treatment can be offered here.27

26
 The revenue raised from privatisation has consequently been small. Data from EBRD (2002: 144) specify 

that the accumulated privatisation revenues until 1998 amounted to only 0.3% of GDP, while the revenues
until 2001 amounted to 7.2% of GDP. The increase from 1998 to 2001 relates to the privatisation of the 
major telephone company. Considering that almost all state-owned enterprises were sold at the end of 2001, 
the privatisation revenues are comparatively small. 
27

 EBRD (various years) provides chronologies (under “Country assessments”), which are used in this 

subsection if no other source is indicated.
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Property, contract and competition rights

At the most basic level, a market economy requires legal institutions to safeguard and

regulate property rights, contracts and trade (Islam 1993; World Bank 1996, chp. 5).

Private ownership was established in 1990. In 1991, further legislation was put

through to regulate the rights to ownership of, and trade with, land. The property 

rights laws were amended several times during the 1990s. A bankruptcy law was

enacted in 1992 and was later changed several times. A revised contract law was 

passed in 2001. The first law regulating competition was introduced in 1993 and was 

revised in 2001 in order to comply with EU requirements (EBRD 2002: 142-143).

Taxation system 

Already at the beginning of 1991, when Estonia was still a part of the Soviet Union, 

the Soviet turnover taxes were replaced by taxation of income (OECD 2000a, chp.

III). A 33% “social tax” (pay-roll tax) was levied on the wage-bill with 20 percentage

points going towards the pension fund and 13 percentage points towards the health 

fund. An income tax was also introduced. The income tax was simplified in 1994,

when it was decided that all Estonians were to pay 26% of all personal income

exceeding a small tax-exempt allowance. The rate has remained unchanged until 2004

in spite of successive governments arguing for income tax changes. 

A value-added tax (VAT) was introduced in 1994 and the rate set at 18%.

Lower rates apply for, among other items, books, and utilities. In addition, there are 

excise duties on, for example, alcohol, tobacco, fuel, motor vehicles, and packaging. 

The corporate profit tax is 26%, but reinvested profit (i.e. profit not paid out to 

owners) has been tax-exempt since 2000. 

Financial sector 

The development of banks, stock markets, insurance companies etc. is an integral part

of  the transition process. The government plays an important role in regulating and

supervising these industries and in setting up the necessary institutional support

framework. The central bank, Eesti Pank, was re-established in 1989 and was given 

substantial autonomy in 1993. Banking regulation was enacted in 1993, after serious

bank crises, but banking regulation has been changed repeatedly throughout the 

1990s. An integrated financial sector supervision agency was set up in 2002.
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There is some uncertainty with respect to the effectiveness of the financial

regulation in Estonia (OECD 2000a, chp. IV). However, most major financial 

institutions – including almost the entire banking sector – have (especially since the

Russian crisis in 1998) been taken over by foreign owners, which presumably reduces 

the risk of systemic crises.

Social welfare reform 

Estonia inherited a relatively extensive social safety net from the Soviet Union.28 Laws 

governing the universal health care system, sickness benefits, family benefits and

social insurance have been modified frequently. Unemployment benefits were

introduced in 1991 together with elements of active labour market policies; the latest 

reform in the area was enacted in 2002.

Estonian independence led to relatively few changes in the pension system and 

the basic principle of current taxpayers financing current state-pensions remained in 

situ until major reforms were implemented in the late 1990s (Raudla & Staehr 2003).

An entire complex of laws reforming the pension system was completed in 2002. The

new pension system comprises three “pillars”: The first is a modified version of the 

existing universal pension; the second consists of (mostly) compulsory pension 

savings in individual funds; the third comprises supplemental voluntary retirement 

savings.

3.5 The Estonian reforms

At the end of 2003, Estonia had completed most of the reforms and established a

market economy. Liberalisation and stabilisation had enabled economic agents to

react to market signals, privatisation had reduced the direct role of the government in 

the economy, and a myriad of institutional and structural reforms had created the 

framework for a functioning market economy and modernised the social safety net. 

At an early stage, Estonia gained a reputation for being a radical, big-bang 

reformer (Aslund 2002, chp. 3, Feldmand & Sally 2001). Clearly, such a claim must be

“comparative,” i.e. relative to the preceding economic structure and relative to other

transition countries. Since the early 1990s, changing Estonian governments have 

28
 See Pass (1995) for a thorough discussion of the social system in the first part of the 1990s.
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pursued an ambitious reform strategy. In most areas, reforms have been pushed 

forward with considerable enthusiasm. Inflation stabilisation and prudent fiscal 

policies have been at the centre. Still, in some areas reforms have been less advanced

than frequently assumed. Utility prices and some housing prices have remained

regulated throughout the reform period. Competition and financial sector regulations 

have been relatively ineffective.

Figure 4. Overall reform index as average of eight EBRD indices
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The vast number of reform areas makes it difficult to evaluate the assertion of Estonia

as a radical reformer. We have therefore constructed an overall reform index which is

calculated as the average of eight EBRD indices that reflect liberalisation, 

privatisation, enterprise restructuring and financial sector reform. Variants of this 

overall reform index are frequently used in empirical analyses (see discussion in Staehr

2003) and are meant to capture – in a rough way – the general reform intensity. A

higher index indicates higher overall reform progress. Figure 4 presents the overall

reform index for each of the three Baltic States, the average of the 12 CIS countries 

and the average of the four Visegrad countries (Poland, the Czech Republic, the

Slovak Republic, Hungary).

It follows from Figure 4 that the overall reform index for Estonia largely

follows the indices of Latvia and Lithuania. Since 1993 the overall reform intensity in
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Estonia has outpaced that of the two other Baltic countries, but the difference has

narrowed substantially since 2000.29 When compared to the CIS countries, the 

Estonian reforms have indeed been impressive, but when compared with the Visegrad

countries, the Estonian reforms do not stand out, except that the rate of change in the 

Estonian overall reform index has been substantial at times, especially from 1992 to

1993.30

Thus, while Estonia has been a fast reformer, it is not unique among the

transition economies. At an early stage, Estonia’s stabilisation policies and radical

privatisation methods signalled that it was committed to reforms and orientation 

towards the West. Still, other areas have seen slower progress.

4. Economic developments 

The economic reforms discussed in section 3 have transformed Estonia into a country 

with a structure and institutional set-up resembling that of most other market 

economies. Still, the end goal must be to improve the living standard of the people 

living in Estonia. In the short term, greater consumer choice and the elimination of 

shortages likely improved welfare. However, in the medium term, the goal was that 

Estonia should become a “standard European country” with a thriving and stable 

economy (Laar 2002, chp. 2). This essentially translates into a desire for high

economic growth, low unemployment, and little social and economic exclusion. This

section will discuss how far Estonia has moved towards fulfilling these goals.

4.1 Economic growth 

Figure 5 shows official data for the annual growth in the Estonian Gross Domestic 

Product (GDP) since 1990. The one immediately noticeable feature is the large

negative GDP growth rates recorded during the early 1990s. In this respect, Estonia 

resembles other transition economies. The recorded fall in GDP from 1989 to 1995 

(the first year of positive growth) is 38%, i.e. a fall in production that exceeds the one 

experienced in the USA during the great depression in the 1930s. 

29
 The Estonian stabilisation policy and dedication to fiscal austerity have generally been more ambitious than 

that of the two other Baltic States, but no variable for inflation stabilisation enters the calculation of the overall
reform index.
30

 Notice that the reform process started one or two years earlier in the central European transition countries

than in Estonia, hence giving these countries a head start.
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Figure 5. Growth in Gross Domestic Product (GDP), percent per

year
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Naturally, the measured collapse of production in Estonia and other transition

countries has received considerable public and academic interest (Aslund 2002, chp. 

4). It is beyond doubt, however, that the fall in production is greatly exaggerated and 

says little about the development in the standard of living. Aslund (2002: 113)

concludes that: “The great post-communist output collapse is a myth.” He bases his 

conclusion on the following arguments: 

Production had already dropped before the collapse of communism and the planning

system had ceased to function, cf. also the negative growth rates in Estonia in 1990-

91. The transition reforms cannot be blamed for an output drop taking place before

the reforms were started. 

There has been a sharp increase in unregistered production after transition started. 

The production in many small-scale firms remains unregistered because firms seek to 

avoid paying taxes or because the statistical authorities do not collect the data. The 

apparent output drop is further exaggerated by the fact that production frequently

was over-reported in the planned economies, as wages and bonuses were linked to 

the fulfilment of the plan. 
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Much production in the planned economies did not add value in-so-far as the value 

of the inputs, measured against market prices, was higher than the value of output.

Still, the statistical authorities included the production in the statistics as a value-

adding activity. When the economies were reformed, most value-detracting 

production was abandoned and this showed up in the statistics as a production fall. 

Aslund (2002: 136-137) constructs a set of revised production data by removing these 

“artificial” causes of the production fall, and finds that the production in Estonia 

remained largely unchanged from 1989 to 1995. Evidently, these calculations are

subject to great uncertainty.

At the same time, the welfare of the average Estonian was positively influenced 

by a number of factors. In the Soviet Union, the military absorbed a great part of the

total production, and the substantial drop in military spending is likely to have had a

positive effect on welfare in Estonia. Furthermore, the Estonians got more choice and 

did not have to queue to buy goods. On balance, although the first half of the 1990s 

did cause economic hardship, the period also brought major improvements.

Since the mid-1990s, Estonia has enjoyed a rapid economic growth. During the 

period 1995-2002 (both endpoints included) the average annual growth rate was 5.8%,

which is better than in most other transition economies. On average, the annual 

growth rate has been 3.4 percentage points higher than in the “old” EU15 countries

(IMF 2003b: 174). The weak performance in 1999 was the result of the Russian crisis

spreading to Estonia via reduced trade and withdrawal of capital.

To conclude, the early 1990s saw the recorded GDP drop substantially, but the 

fall may well have been more apparent than real. Since the mid-1990s, economic

growth has been strong and substantially above the level in West European countries.

In 1995, the Estonian per capita GDP, adjusted for differences in purchasing power, 

amounted to approximately 31% of the average in the EU15 countries and 29% of

the Swedish. In 2003 the Estonian GDP per capita was 42% of the EU15 average and 

40% of the Swedish (Eurostat 2004: 9). The numbers bear witness of a substantial 

catch up in economic terms. 

An interesting question is to which extent the choice of reform policies has 

affected economic performance. It has occasionally been argued that rapid, big-bang 

reforms and unduly emphasis on inflation stabilisation are to blame for the large 

(measured) output losses (Stiglitz 2001). This view is generally not supported by cross-
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country statistical research into the factors determining output performance in the 

transition economies (see surveys in Havrylyshyn 2001, Campos & Coricelli 2002).

This research suggests that the more reforms a transition economy undertakes, the 

smaller the output drop becomes, and the sooner growth resumes. In addition, 

inflation stabilisation appears to be a prerequisite for the resumption of growth.

Staehr (2003) shows that big-bang reforms generally have a positive impact on output, 

although certain sequencings of reforms are likely to be harmful. Thus, we might

expect the relatively successful growth performance in Estonia to be partly explained

by the early implementation of comprehensive reforms.

4.2 Unemployment 

It is important for individual well-being and for societal concord that everybody who 

wishes to work can find employment. In this respect the transition experience in 

Estonia has proved less encouraging.

Figure 6 shows the survey-based unemployment rate among working-age

Estonians.31 The unemployment rate increased rapidly in the beginning of the 

transition and again after the Russian crisis, but has been falling since 2000. 

The employment rate in Figure 6 is the number of employed persons among 

working-age Estonians as a share of all persons in the age group. The employment

rate fell approximately 15 percentage points from the early to the mid-1990s. This

reflects an increasing unemployment rate, withdrawal from the labour force, and 

possibly increased participation in other activities (e.g. education). The falling

employment should also be seen on the background of unusually high employment 

rates in the communist economies as formal employment gave access to goods and

social services otherwise not available (Standing 1996).

31
 The methodology for constructing the survey-based unemployment and employment rates is devised by 

the International Labour Organisation (ILO). A sample of the working age population is asked whether they
are currently employed, unemployed or outside the labour force. Unemployed are those who are without
work, could take up work within two weeks and are actively seeking work. (Survey-based unemployment rates
are often higher than registered unemployment rates, which include only persons who are recorded by the 
authorities as unemployed.) The working-age population is here taken as persons being 15-69 years, while in 
some cases it is defined as persons being 15-74 years. The employment and unemployment rates are
practically identical regardless of which of these age groups one considers.
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Figure 6. Unemployment, percent of labour force. Employment,

percent of population aged 15-69. Survey-based
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To appreciate the pattern of higher unemployment and lower employment, it is useful

to consider the transition process. Economic transition has two layers (Blanchard

1997, chp. 2-3). One layer is the implementation of reforms changing the way the

economy functions, e.g. liberalisation, privatisation, and structural reforms (cf. section 

3). The other layer is a major restructuring and reallocation of resources 

(Schumpeterian “creative destruction”). When the consumer can choose freely, firms 

that produce goods that are not in demand must close down. On the other hand, new 

firms emerge that produce goods that are in demand, typically services and higher-

quality products.

Labour is the most important production resource to be relocated. However, 

the process of relocating labour from old to new industries is unlikely to be 

“smooth”: Old state-owned firms close down before new firms open, while workers 

who are laid off might not have the skills required to take up jobs in the new private

sector. Unemployment, and to some extent withdrawal from the labour force, suggest 

that rigidities have impeded the flow of workers from old to new industries. 

The relatively high unemployment rates in Estonia indicate that, more than a 

decade into the transition, the transfer of workers between jobs is still not functioning 

smoothly. Older workers – often with a background in manufacturing – have

problems adapting to the new requirements (IMF 2001) and might withdraw from the 

labour force altogether, or experience periods of long-term unemployment. In the
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early stages of transition, a large proportion of the unemployed were job-losers and

not new entrants to the labour market (OECD 2000a, chp. VI). Subsequent to the 

Russian crisis, unemployment has remained very high (above 15%) in the 

industrialised north-eastern regions of Estonia. 

4.3 Distribution and welfare

Official data often showed a very even income distribution in communist countries.

There is reason to believe that official statistics painted a too rosy picture, but even

then data for the Soviet Union showed greater earnings equality of a magnitude

similar to the one found in many West European countries (Gros & Steinherr 1995: 

69-73). The social safety nets were also less fine-meshed than often assumed 

(Standing 1996). Still, it is important to assess to which extent transition has increased

inequality and – perhaps more importantly – to which extent poverty has increased. 

One might start noting that in spite of the free-market approach of most

Estonian governments, the basic structures of an interventionist welfare state have 

remained in place.32 Among the social programs can be mentioned: Free primary and 

secondary education, maternity leave support, child support, universal and basically 

free health care, disability pension and universal old-age pension. When assessing this

level of coverage, it must be borne in mind that the Estonian per capita production is 

less than one half of the level in Western Europe.

It is difficult to obtain reliable data for inequality, and comparisons between

countries are especially problematic. The Gini coefficient is a measure of inequality,

which takes into account the entire income distribution. The Gini coefficient falls

within an interval 0 to 1, in which a higher Gini coefficient indicates larger

inequality.33 The Estonian Gini coefficient for 1997 based on net income, i.e. after 

taxation and transfers, is 0.34 (Kaasa 2003: 10). This places Estonia in the middle of 

the field of transition economies. For the same year, the Gini coefficient is estimated 

at 0.23 for the Slovak Republic, while it is 0.52 for Georgia. Generally, the richer 

transition economies have the lowest Gini coefficients. Estonia is in this respect

32
 Most countries emerging from communism had some form of a welfare state. The ability of relatively poor 

countries to provide a high degree of social services is often stressed as one of the main achievements of the
communist experiment (Gros & Steinherr 1995, chp. 3).
33

 A Gini coefficient equal to 1 would indicate that one person receives the entire income!
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“typical”; its Gini coefficient is at about the same level as other transition economies 

with comparable income levels. 

It is noticeable that the Gini coefficient was 0.41 already in 1992. This relative

high level must either have been carried over from Soviet times or be the result of the 

disorganisation and extreme inflation characterizing the final years of the Soviet 

Union and the very early reform years. There might have been a tendency towards 

slightly lower inequality during the 1990s (Kaasa 2003: 17).

Data on poverty are likewise uncertain and difficult to interpret. Kask et al.

(2002) show that relative poverty has increased during the period 1997-2001. An

absolute poverty line has been estimated since 1998. The share of all households living 

in poverty (including severe poverty) was 21% in 1999 and 25% in 2000. The share

living below a subsistence minimum (1 dollar per day) appears to be roughly constant

at approximately 2-3% of all households.34

It is noticeable that poor households in Estonia spend substantially less on 

food than poor households in the other two Baltic countries (OECD 2000a: 154). In 

this sense, the poverty problems might be less pronounced in Estonia that in Latvia

and Lithuania. This probably results from the absence of restrictions on agricultural

imports (until Estonia joined the EU), which kept food prices down.

5. Discussion Points 

Estonia’s economic reforms have generally been successful. They have opened for

high growth, low inflation, and well-functioning social services. Still, problems remain

– as they always will! We have already looked at the stubbornly high unemployment,

which suggests problems around the transfer of labour from the old to the new

industries. The inequality and poverty problems are also conspicuous, although hardly 

worse than in other transition economies with a comparable income level. In this 

section, we bring up some policy issues, which might deserve more attention.

Obviously, such a discussion will be subjective and normative in nature. 

34
 Official income statistics generally ignores non-monetary household production (e.g. of foodstuff) and 

non-registered monetary income from the informal economy. Research for other transition economies
indicates that household production and income from the shadow economy constitute very important
sources of income for low-income earners (Wallace & Haerpfer 2002). The official statistics of poverty and 
income inequality might thus overstate the social problems.
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5.1 Privatisation

No privatisation model is without problems, and the Estonian belongs to the more 

successful programs. Still, the widespread use of restitution in Estonia has, in some

cases, led to a transfer of ownership to owners with little interest in their “new”

possessions. The end result has sometimes been that land lies uncultivated and

buildings crumble because of uninterested or incompetent owners (Stiglitz 2001). This

problem is likely to diminish as markets for land and property become more liquid 

and efficient.

Another issue is related to the problems of selling the very last and biggest 

state-owned enterprises. The privatisation process has often been characterised by 

drawn-out business transactions associated with aborted bids, corruption allegations, 

and substantial uncertainty. The sale of the freight train company (ultimately

successful) and the electricity company (aborted) are among the examples. There 

might be sound economic reasons for privatising these companies, but there might 

still be situations where the process is so disorderly and costly that the case for rapid

privatisation is weakened. Scandals and uncertainty lead to a loss of “political capital”

and weaken the authorities’ ability to carry out other pressing tasks. Empirical 

research has shown that state-owned companies can operate efficiently if they are 

subjected to sufficient competition (Vickers & Yarrow 1988). The uncertainty might 

also interfere with management decisions and reduce the incentives of managements 

to undertake needed restructuring (Commander et al. 1992). 

5.2 Current account deficits 

Estonia has had a substantial deficit on its current account balance for almost a 

decade, mostly stemming from a deficit on its foreign trade balance (See Figure 7). 

The deficit reached 11.4% of the GDP in 1997, then fell substantially after the

Russian crisis, but bounced back to 10.2% in 2002 and 13.2% in 2003. 

The large deficits have drawn widespread attention (e.g. IMF 2003a, 2003c).

The concern is that the size of the current account deficit cannot be sustained over

time. In the 1990s, the deficit was mainly covered by foreign direct investment, but it 

has since then increasingly been financed through loans.
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Figure 7. Current account balance, percent of GDP
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At the outset, it is reasonable to expect Estonia to be a substantial capital importer, as 

there are likely to be many profitable investment projects in the country. Nevertheless,

there is a risk of a “sudden stop” of the capital inflow, leading to a financial crisis,

which again would lead to a difficult adjustment process. The risk of an Asia-crisis

type crisis is difficult to access, but increasing deficits are worrying.35

5.3 Taxation and exclusion 

The Estonian tax system generates total government revenues equal to approximately 

40% of the GDP, a number that is comparable to that of most West European 

countries (EBRD 2002: 145). Still, this does not necessarily mean that the system

answers to its purpose. One striking aspect of the Estonian tax system is the high

(marginal) tax rates on low-income earners. Consider a worker with initial income

only slightly above the tax-free deductible, e.g. earning 1,000 kroons per month. If the 

person would like to work more in order to expand his consumption by 1 kroon

(before VAT), his employer’s extra costs would amount to 2.14 kroons. This large

35
 See also Staehr (2001) for a broader discussion of the sustainability of current account deficits in transition

economies. The sustainability question is intricately linked to the growth prospects of the economy, i.e. 
whether the capital import leads to higher investment, which again brings about higher growth. A full 
assessment of the Estonian current account deficit would have to consider the productivity of the investment
in Estonia.
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wedge between the employer’s labour cost and the real consumption wage is the 

consequence of a 33% social tax, a 26% income tax, and an 18% VAT (as of 2003). 

The large wedge between employers’ costs and the real consumption wage is a

cause of concern. Employees with low productivity might have trouble finding 

employment that pays enough to make it worth their while to work. The result might

be that low-productivity workers remain unemployed or withdraw from the labour

force altogether (Room 2003). Indeed, some empirical analyses suggest that lower 

after-tax wages lead to lower employment in Estonia, especially because of 

retrenchment from the labour market (Vork 2002). The comparatively high Estonian

unemployment rates and the declining employment rates may thus partly be linked to 

the high tax pressure on low-income earners (see also Cazes 2002).36 The high taxes 

for low-income earners can also be seen as a distributional problem. 

5.4 EU membership – new challenges 

Estonia entered the European Union in May 2004 together with seven other

transition countries and Malta and Cyprus. While membership opens opportunities, it 

also gives rise to new challenges and uncertainties (Gacs 1999; IMF 2000, chp. IV; 

Mueller et al. 2002). How will the agricultural sector be affected when included in the 

EU’s Common Agricultural Policy? Will EU membership cause large-scale emigration

and, for example, lead to a disruptive “brain drain”? Will Estonia be able to utilise the 

structural and social funds effectively? Will the new fiscal obligations with their

resultant extra domestic expenditures and transfers to the EU strain the government 

budget?

Among these concerns, the impact that increasing food prices might have on 

the distribution has largely been ignored. There is little doubt that farmers will gain 

from EU membership, but higher food prices might have negative consequences, 

particularly for low-income earners who spend a large share of their income on food. 

36
 Other transition countries also have high tax wedges and the Organisation of Economic Co-operation and

Development has argued that this might be behind high unemployment rates and lower participation rates in 
e.g. Poland and Hungary (OECD 2000b: 115-147; OECD 2000c: 118, 139-140). The impact of a high tax 
wedge on employment, unemployment and social exclusion is also a concern in many high-income countries
(OECD 1994).
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Some of those affected, especially pensioners and families with many children, can 

relatively easily be compensated; others cannot.

6. Final Comments 

Our overall assessment of the Estonian economic reforms is positive. Estonia has

pursued and sustained a remarkable transformation of its economic system. In 1991 –

when Estonia emerged from the crumbling Soviet Union – it was by no means certain 

that the country, one decade later, would be a democratic country with high economic

growth, low inflation, and a functioning welfare state. 

That these achievements are indeed remarkable becomes vividly apparent when 

Estonia is compared to most of the other countries emerging from the Soviet Union.

During the last decade, the Baltic States have outperformed all other ex-Soviet states. 

Countries like Belarus and Moldova also emerged from the western fringes of the 

Soviet Union, with starting points that, in some respects, were comparable to those of 

the Baltic States’. However, in these countries autocratic governments have 

postponed and distorted reforms, something that has contributed to these countries’ 

unsatisfactory economic and social progress. 

Estonia’s transition reforms have emphasised pro-market policies, prudent 

macroeconomic management, and integration into the global economy. These policies 

have earned Estonia a reputation as a big-bang reformer with a very liberal economic

system. In their ranking of Economic Freedom, the Heritage Foundation and the

Wall Street Journal have, several years in a row, placed the Estonian economy among 

the world’s freest (Heritage Foundation 2003). 

Still, as this chapter has emphasised, Estonia is not a mere playground for

capitalists and fortune hunters. The Estonian government plays an important role in 

the economy. It regulates businesses and the labour market and sets environmental 

standards. High tax revenues enable the government to improve infrastructure and 

education and to maintain a well-developed welfare system. In this sense, the radical 

reforms and the prudent macroeconomic policies have allowed the welfare system to 

be kept largely intact and in some cases to expand. This is perhaps the greatest 

achievement of Estonia, namely to combine economic freedom and pro-market

policies with social responsibility.
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Part of the explanation for these positive results is the broad consistency of 

reform policies throughout the decade. After regaining independence all governments 

have had a clear vision of Estonia belonging to the Western European sphere. Thus,

in spite of frequent changes on the political scene, there has been a broad consensus

on the economic goals. Essentially, policies have only been reversed when

circumstances necessitated it or when the initial policy design turned out to be 

obviously flawed. 

It is outside the scope of this paper to speculate on the underlying reasons for

the very different reform policies and economic results in the Baltic States and other

ex-Soviet states.37 Still, one must appreciate the determinedness of some of the reform 

politicians in Estonia (see e.g. Laar 2002). In retrospect, some of their policies can be 

questioned, but the wish to turn Estonia towards the West and introduce a free, 

market-based economy was clear from an early stage.

Estonia has experienced a decade of fundamental reforms and rapid economic 

change. As the transformation is essentially completed and Estonia is a member of the 

EU, future economic developments might become calmer and less “exciting.” In this 

sense, Estonia’s goal of becoming a “standard European country” has been fulfilled.

However, Estonia can contribute to the new Europe by its example, not least by 

reminding the major European players that fundamental reforms are possible and

should not be sacrificed in lieu of short-term political gains.
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J O H A N E E L L E N D

A History that Needs to Be Written 

This article will focus on some aspects of Estonian historiography. The purpose is to

make a short presentation of the historiography of the period stretching from the 

mid-nineteenth to the mid-twentieth century and to show how this historiography

affects history writing today. With this as a background, I will furthermore try to 

argue for the advancement of some perspectives in Estonian history. 

As this article is made within the context of a seminar on contemporary 

change, the focus will be on the question of how history has been used to interpret 

contemporary society. The question can be answered by mapping the main trends of 

Estonian historiography, its changes and continuity. 

Such an interpretation has not always been considered the historian’s task. In 

the West, however, contemporary historians have focused ever more intently on this 

subject since the end of the World War II. A similar, growing interest in the subject of

history in itself has likewise been noticeable, an interest in history’s objectives, 

development and the reasoning underlying different historical interpretations. Such 

studies in historiography have sometimes been influential even outside the ranks of 

historians and have led to debates about public images of the past and of the present. 

This trend has been particularly noticeable in works that challenge conservative and

nationalistic history writing. During the last decade many countries in East and 

Central Europe have also witnessed a growing interest in recent history, and in

countries that have a tradition for historiography, such as Poland, new studies have

had a great, if sometimes painful, influence.

This seems not to be the case in Estonia. Among academic historians,

contemporary history has not been recognized as a serious field of studies, and up to

now little work has been done in the field of Estonian historiography, or in the study 

of the role history plays in society. Rather, what little study there has been of the 

historiography of recent Estonian history has been done by researchers from outside

of Estonia (Ex. Mühle 1999, Raun 1999, Kivimäe 1987; 1999).

In spite of this, it is clear that in Estonia, as in other nations, historians have 

been instrumental in creating images, and that they, more or less consciously, have 
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been contributing to the aims of the nation, and of certain social movements. Today,

history is a popular subject in Estonia and is being referred to in public – and is being

used for legitimizing and explaining the present. At the same time a diminishing sense

of history, and a tendency to mythologize history, is noticeable, particularly among the 

younger generation. This emphasises the importance of the question of how history is

written, even though it is a subject that this paper can only touch upon quite briefly. 

The problem of historiography, and the lack of research in the field of 

contemporary history, is, of course, a problem that primarily concerns historians. But 

within the academic world, it might also have implications for the social sciences, as

their studies often depend on historical works providing the necessary background for

explanations and comparisons.

As Estonian history is usually constructed, it is divided into various periods 

according to who possesses the political power. Thus, the nineteenth and twentieth

centuries consist of a Russian Tsarist period, a period of national independence, a

Soviet period and finally today’s second period of Estonian independence. The 

periods are demarcated by turbulent events such as war and revolutions and are 

therefore easily distinguishable. The following discussion will follow these lines. It will 

do so in order to conform to the traditional construction of similar works and thus be 

more easily comprehensible.

The article will mostly refer to synthetic works of history, which represent 

different time periods. I will therefore purposely leave a number of works

unmentioned, as a discussion of these works would add inessential details that would

overshadow the main trend of my presentation and sidetrack the discussion. I must 

admit that, among the works left out, there are some exceptions from the main trend. 

These are, however, exceptions that do not change the main impression.

Estonian Historiography: From National Awakening 

to Independence 

History writing in Estonia, i.e., history written by people who consider themselves 

Estonians, began to appear in Estonian at the end of the nineteenth century as a result 

of a growing national consciousness. At that time, however, history-writing was the

work of non-scholars who lacked professional training. There was a limited number

of Estonian academics at the time, and institutions for higher education, such as the 
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University of Tartu, left little room for subjects related to the Estonian language and

culture. The study of the Estonian language was, for example, seen more as a practical 

skill necessary for the clergymen than as an academic subject. The language was

considered too weak to be used for literature or academic studies.

The academic works of history that were written in the Russian lands of 

Estonia, Livonia and Kurland were mostly the work of Baltic Germans. In general,

their works were of a high quality. They conformed to the academic standards that 

were the norm in Germany. Predictably, they focused rather narrowly on the historical

role of the Baltic German elite and thus they excluded the native Estonians from the 

path of history. In the Baltic German interpretation of history, they – the nobility at

the countryside and the merchants and craftsmen in the towns – were society’s active 

force. They provided stability, wealth and progress. They were the Kulturträger, the 

carriers and preservers of high culture in an undeveloped area. Regardless of their

perspective, the Baltic German historians provided the necessary basis for an 

understanding of the region, and among their works were also books in the spirit of 

Herder, which tried to map the Estonian language and folk culture (Raun 1987, 1999). 

The Interwar Period

The end of World War I and the establishment of Estonia as an independent state 

heralded a new approach to Estonian history. The hierarchy of Estonian history was

turned upside down. The native Estonians, rather than the Baltic Germans, came to 

be seen as the vital force in society. Estonian academic history became a

Volksgeschichte, a history with a romantic approach whose focus was on writing the 

history of the dominating group, not a Landesgeschichte describing the people living in 

the area. This meant that native Swedes and Russians were excluded from the history

and that a new perspective on the Baltic German role was adapted. The Germans 

were now cast in the role of oppressors that tried to preserve a medieval society. The

main approach in the new history was political history and its purpose was to create a

national Estonian history – a history that could legitimize the existence of the 

independent state that could put the Estonian people on the historical map of 

Europe.

Many of the ideas expressed in this history came to Estonia from surrounding 

Europe. The pre-war society, which had few trained Estonian academics and even 

fewer historians, left Estonia without people who had the professional skills to 
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undertake the task of training a body of scholars in the discipline of history. The 

solution was to invite the Finnish historian Arno Cederberg to become professor of 

Estonian and Nordic history at the University of Tartu. Cederberg was professor

during the first half of the interwar period and it was he who taught the new 

generation of Estonian historians and who led the work in its formative phase. He

brought in a new academic perspective that contrasted with the Russian and Baltic 

Germans academic traditions, as well as with the narrow Estonian and folkloristic 

tradition that had been presented by the autodidactic authors of the national 

awakening period. Cederberg put great emphasis on training the students’ analytical

and critical skills, especially when it came to source critique; and he introduced a 

comparative perspective in the studies. Probably as a result of his background, 

Cederberg encouraged the study of the Swedish rule in Estonia during the seveteenth

century and of Estonian contacts with Scandinavia.

The Scandinavian orientation was not only a new academic perspective. It was 

also a statement directed at the new scholars, as it turned its back on the earlier

Russian efforts to tie Estonia to Russia and to the Baltic German Kulturträger

perspective. In popular works, the Swedish times were presented as “the good old

times” when things were not as bad as during the Russian and Baltic German 

oppression. For a people that had no other period of independence to hearken back 

to, a pre-historic mythical time could serve as a historical counterweight to more 

recent history.

Cederberg did not formulate a program for Estonian history. This work was 

instead done by his pupils and successors. The most radical of these was Hans Kruus, 

who presented his ideas of a national, anti-German history in the early 1930s. This

perspective was refined by Kruus’s fellow professor, Peeter Travel, who introduced a 

more balanced program that stressed the importance of Baltic German historiography 

as well as the importance of not only writing history that represented national interest 

(Kivimäe 1999, Raun 1999). Kruus’s perspective was to become dominant, and its

national emphasis suited the political leaders of the late 1930s. However, to talk about

a politicisation of history would be going too far. Rather, it was an adaptation to a

norm in society, and a result of the professionalisation of the discipline.

Kruus’s standpoint is most clearly expressed in the work he did as editor of the 

five-volume history of Estonia Eesti ajalugu (Kruus 1935, 1937, 1940). This work

must be characterized as one of the most important historical projects of the interwar
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period, as it in an authoritative way presented a new and national interpretation of the 

history of the Estonian people. Between 1935 and 1940, three volumes appeared, 

which covered the period up to the end of the seventeenth century.

This work did not have a monopoly on defining Estonian history. The 

uncompleted Eesti rahva ajaluhu (The history of the Estonian people) 1932-1937 is an

example of other attempts to synthesize the Estonian history from pre-historical times

up to the present. This work covers a period that stretches from ancient times up to

the beginning of the national awakening in the mid-nineteenth century (Libe 1932-37). 

These works are interesting both because the idea of a national history in itself 

expresses a certain conception of history and because of the way in which they 

describe the history. These works describe the Estonian people as originating from a 

Finno-Ugric home, and as being the first settlers of the Baltic coast – in a pre-historic

and mythical time of independence. Throughout history, this independence has been 

interrupted by different rulers and oppressors. Therefore, the resistance against

oppression and the survival of the Estonian people make up an important element in 

this interpretation of Estonia’s history. In general, Estonian history is presented as a

part of Scandinavian history, with emphasis on contacts and trade routes across the 

Baltic Sea. 

The works were characterized by their close adherence to historical sources, 

and by containing few interpretations that went beyond the original texts, a noticeable 

effect of the influence of contemporary Scandinavian history-writing. But at the same 

time archaeological findings and research results from anthropology and the study of 

language were used to paint the pre-historic history in a manner that, from that same

source-critical viewpoint, would seem highly questionable. 

Included in the idea of creating a national history were also works that 

concerned themselves with aspects of the national awakening and with the Estonian

war of independence. These works clearly emphasized the people’s ability to resist 

oppression and turn the path of history in the right direction. In this area we find the 

few existing attempts to write contemporary history, such as for example Edvard 

Laaman’s Eesti iseseisvuse sünd (The birth of the Estonian independence) (Laaman

1936-1938). This work presents the birth of the Estonian independence as a

conscious struggle and places it in a broad domestic and international context, but at

the same time it lacks a deeper analysis, particularly of the domestic context. It is, in
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spite of its merits, history written from the perspective of the winning side, and

therefore the viewpoints and motivations of other actors are left undiscussed. 

Other topics on the agenda during the interwar period were medieval local and 

agrarian history. Agrarian history, which was one of Kruus’s main initiatives, seems to 

have been the natural choice for a predominantly agrarian country in which the new 

class of freeholders considered itself the nation’s foundation. In close cooperation

with academic society, other institutional projects were undertaken within the 

framework of creating a national history, such as, for example, the collection and 

publishing of sources and the establishment of national archives. 

It is worth noting that much of the work done in the 1920s did not bear fruit

until the 1930s, and that the Estonian historical society had just come out of its 

formative phase when its work was interrupted by the war.

The Soviet Period 

World War II and the occupation of Estonia led to a sharp break and a new turnover

in Estonia’s academic society. The initial Soviet occupation and the following German

occupation were too short to have any lasting impact on academic ideas, but they had

a decisive impact on the careers of many historians. Both occupations led to the

dismissal, imprisonment and even execution of many scholars, while they forced

others to seek refuge outside of Estonia. It is here interesting to note that both the 

Germans and the Soviets began to replace the primary and secondary school history 

books with ones that better suited their political ambitions. Thus, books sometimes 

had special intentions, and were even directed to special groups in society, such as the 

Swedish minority (Kranking 2002). 

Immediately after the war, a real change in the direction of history writing took 

place. Within a short time span, many books and articles appeared that either

illuminated the character and purpose of the new history or rewrote Estonian history, 

stressing the importance of the workers and their struggle to join the Soviet family.

Many of these works, especially those dealing with Soviet history, were translations of 

Soviet books, while others were written exclusively for the Estonian public.

The war had left Estonian academic society in a condition similar to that of the 

1920s. Few scholars were still present in Estonia, and even fewer were politically

correct. The ranks of scholars were instead filled with secondary school teachers and

staff members from the Leningrad University. Even for those who accepted or 
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sympathised with the new theoretical perspectives, history writing was a hard and 

uncertain work at this time. The party ideology put up strict boundaries that no one 

dared to cross. In spite of this, many historians slipped, as the ideological tide often 

turned without warning. Many scholars were replaced and unsuitable pages from old 

books were riped out. Despite this, one can trace a continuity among some of the 

leading historians. This era’s legacy to the future was a new academic system in which

most of the historical research was concentrated in a separate institute, which was first 

situated in Tartu, but later moved to Tallinn. This institutionalisation resulted in a

future professionalizing of the subject. On the one hand, this system closed the door 

for research and publishing outside of the institute, on the other hand, it closed off 

the institute from influences from the outside. 

The foundation of this new history was the Leninist interpretation of Marxism,

which was highly dependent on Engels’s philosophy of history. During the Stalin era

in particular, this was complemented with the un-Marxist notion of a “great 

friendship” between Russians and non-Russians, a friendship that gained extra power

from the Russian anti-German feelings in the aftermath of the war.

The prioritised themes of historical works were different aspects of class 

struggle in the recent past and the unavoidable path from capitalism to socialism. In

the beginning the paradigm was so authoritative that no polemic or dialogue with 

former history-writing was considered necessary; the new theory was the only point of 

departure needed. Most of the works published in the 1940s and early 1950s can only 

be considered academic in form, not in content (Viires 2003).

Right from the beginning, it was considered an important task to write a new 

synthetic work on Estonian history. The first part of this, the new history of the 

Estonian Soviet Republic, Eesti NSV Ajalugu (The history of the Soviet republic of 

Estonia), was published as early as 1955 and was later followed by two consecutive 

parts (Naan 1955; 1963; 1971). As the guidelines for this work were drawn in the

Stalinist era, it is strongly informed by the perspectives of both Marxist Leninism and 

the idea of Russian-Estonian friendship. This often results in ideologically coloured 

interpretations, even if the methodology comes very close to the source-narrow 

approach that was introduced during the 1920s. The dogma of the Russian-Estonian

friendship is not always that easy to recognize, but it can be seen in the way text, 

pictures and maps present Estonia as making up part of the coastline of a great

Russian continent. As far as disposition and periodicity is concerned, the work is 
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surprisingly similar to earlier attempts to synthesise Estonian history, and it is 

strikingly obvious that it attempts to present the new history as something that feels 

familiar.

Estonian academic life in the post-Stalin era witnessed a shift towards more 

diversified and serious historical research. It did, however, last more then fifteen years 

before a new generation of historians appeared that could both pay attention to the

official political agenda and develop their own research.

Thematically, the tradition of agrarian history that Kruus initiated during the 

interwar period was followed during the 1960s and 1970s. It had as its focus the living

conditions of the peasants, land reforms and agrarian uprisings. Even though the 

basic orientation had changed from nation to class, the character of the studies still 

remained virtually unchanged. The focus was on conditions in Estonia, and few 

attempts were made to compare conditions with those in Scandinavia or

Russia/Soviet. Closely tied to the concept of peasant history was the study of 

different aspects of national awakening. This theme likewise had its roots in the 

interwar period. Another tradition that was re-introduced in this period was the study

of medieval history, an area that both gave historians the opportunity of writing 

apolitical and descriptive history and the chance to adapt to the then growing field of 

Marxist-based medieval history. Even archaeologists could continue their work in

accordance with the interwar orientation, as long as they paid attention to the 

paradigms of Marxism and Russian-Estonian friendship (Viires 2003, Nilsson 2001).

The ideal point of departure for most of those projects that did not deal with 

earlier history seems to have been the revolution of 1917. This was also the date that 

Soviet historiography gave as the starting point of the new “real history.” In reality, 

few works dealt with the time preceding the revolution, and the revolution was an 

area of study in itself. Even fewer works dealt with Estonia’s “bourgeois” interwar

period. The few works that did deal with this period seem to have had as their 

predominant task polemicising against the popular picture of the interwar period. 

They often attempted to tie Estonian domestic and foreign politics of the era to the 

sphere of German and fascist influence. On the domestic arena, they also tend to 

argue against the nationalist view of Estonia as a more or less classless society; instead

they describe a situation in which the Estonian “bourgeoisie” appropriated the power

that rightly belonged to the working class. 
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It seems to be a common view that the ideological perspective should be 

considered primarily a necessary cosmetic. To some extent this is true, especially the 

theory concerning the survival of the tradition of national history and the manner in 

which this theory often was applied. But at the same time, Estonian historians, like 

historians elsewhere, were informed by the dominating traditions in which they were

trained, and which were part of their institutions.  And one can also note seriously

attempts to develop theories and new quantitative methods, in the fields of agrarian 

history and migration history. 

The Post-Soviet and Present Era 

From the glasnost era and onwards, the Estonian academic society once again 

witnessed an important shift. In the early 1990s Estonia witnessed a tremendous 

interest in history. History books were to be found in every bookshop and a multitude

of different, if often short-lived, historical journals materialised. However, the books 

and journals were not always the works of academics or of trained historians. Rather, 

they were the works of journalists and amateurs. This is probably not surprising, since 

many historians had compromised themselves through the works they had done at the 

academies during the Soviet era, and their areas of research were not of a kind that 

were in demand now. For a time, history became part of popular culture. History was

discussed in the media. Politicians and other public persona made references to 

history in their speeches. At the same time, some historians went into politics and

from time to time they used their academic work for various political purposes. 

The popular history of the 1990s often dealt with previously forbidden subjects 

such as various aspects of  World War II, the Soviet occupation, the deportations and 

the Estonian resistance during the occupations. The focus was primarily on Soviet 

crimes against Estonia and tended to ignore the German occupation and the crimes 

committed then. In any case the responsibility for the crimes was put on the foreign

invaders and not on the Estonians themselves. Other common subjects were local

history, foreign politics and biographical works on prominent persons. The works on 

foreign politics in particular are good examples of Estonia’s new national history. By

focusing on foreign politics instead of on the more controversial domestic politics,

one could show Estonia’s position on the map and in the European family while 

ignoring more problematic subjects such as the weakening democracy and the 

authoritarian takeover of the mid 1930s. The domestic development during the 
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interwar period also seems to draw more attention and criticism, in media and in 

public opinion, than do other subjects. This is interesting and reflects the previous 

lack of discussion of differing viewpoints on the interwar period. In Estonia, the 

difference in viewpoints is reflected in the difference between public memory, as it is 

expressed by many old people, and the official Soviet history. But, as comes out in 

some works of history written by Estonians in exile in the West, there are likewise 

different viewpoints on the rightfulness of certain political actions that were taken

during the interwar period. The best recent example of this situation, is probably the 

biography of the interwar president Konstantin Päts that the Finnish historian Martti 

Turtula wrote (Turtula 2002). This work has been accused of everything, from being 

biased to being careless with its sources. Even the simple fact that it is Estonian

history written by a Finn has been used against it.  As it seems, Turtula’s book did not 

only tread on someone’s toes because of its subject matter, but also because it was

written by a non-Estonian. Estonian history seems to be a field in which Estonian 

historians have a monopoly to work. The fact that most research results are published 

in Estonia and in Estonian also reflects this idea of Estonian history being for

Estonians only, a fact that also makes it difficult for Estonian scholars to make

contacts to the surrounding academic society. This is, however, an understandable

problem in a changing academic society that must also be at hand for other fields, 

such as the social sciences (Allik 1999).

Today, history is probably not only read but also written by a wider group of 

people than ever before. In the academic world, history is studied at the history

institute in Tallinn, at the university in Tartu and in the national archives. In the post-

communist era, the working climate at Estonian universities has made it impossible 

for many projects from the Soviet era to be continued. Some projects such as agrarian 

history and the study of the Estonian school system have continued, however, and 

have resulted in new monographs being published. Another surviving subject is the 

study of the national awakening, which, in many cases, has been given a new 

direction, with emphasis on, for example, the civil society concept. Theoretically and

methodologically, many works suffer from the vacuum that the abolishment of the 

Marxist Leninist paradigm has left, and most recent works are characterised by 

narrative and rational historical explanations that do little to fill this gap.

Today, many academics active in the social sciences in Estonia have their

background in the historical disciplines. For this reason, it is quite common that 
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subjects like political science are characterized by a historical perspective. It is also in

the field of social sciences that one finds the rare works on contemporary history. 

However, the questions asked by social scientists differ from those asked by 

historians. From a historical point of view, theory is often founded on the analysis of

sources and therefore the historian will naturally focus on society’s political sphere.

The works done in the social sciences may therefore complement historical studies, 

but they cannot compensate for the lack of contemporary history.

Finally, studies of the recent past are financed by various political groupings. As 

a result, these studies are mostly mappings of crimes and of the political power

structure during the Soviet era.  In a wider perspective, their findings have importance 

as a means of preserving documents dating from a certain period in the recent past, 

but they also call for studies with other perspectives.

Concluding Discussion 

With respect to the question of change and continuity in Estonian historiography, it is 

clear that there have been some radical changes, and that these changes have 

coincided with political changes in Estonian society as a whole. Obviously the 

consequences of the changes have been most far-reaching, and even tragic, for people 

involved in history writing, while they have not always been so deep-going for the 

subject of history itself. 

The shifts of paradigms in Estonian history writing have some similarities and 

some dissimilarity with the changes that have taken place in most other European 

countries. In Estonia, the early interest in history and history’s later introduction as an

academic subject coincided with the country’s national awakening, as has often been 

the case elsewhere in Europe. After Estonia’s national emancipation, this was 

reflected in a history writing that had the unification of the nation as its prime

concern, and a history writing that represented new social groups in society. In most

countries, this paradigm has been challenged by other emerging social groups, but this 

never took place in Estonia’s case. The early Soviet period, of course, brought a

radical change, but its aim never was to seriously challenge or question the old history, 

but rather to replace it with a new one, by aid of coercion. Thanks to some similar

interests, the Marxist-Leninist paradigm became a cosmetic layer under which the 

national paradigm could survive until it was brushed up after the fall of the Soviet 

empire. Considering history’s aspirations to being a national history, this is logical; and 
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the survival of the national paradigm must be seen in the light of the idea of national 

survival. But just as Soviet coercion had functioned as repressive force that stifled

necessary discussions, the national paradigm came to deny historians the right to 

seriously discuss their goals.

As the basic ideas of the national paradigm from the 1930s survived, so did its

interpretation in different fields such as agrarian history and the related study of the 

national awakening; and the latter was resumed during the 1960s and 1970s. The

American-Estonian historian Toivo Raun has argued that there also was “a striking 

amount of continuity in the image of the Baltic Germans in the historical literature of

these two decades” (Raun 1999: 348), which shows that the similarities were even

more deep-going. It is here also interesting to note that today the Estonian attitude 

towards the Baltic Germans seems to have changed, and that they now, to a ever

greater degree, are perceived as a positive cultural influence in society, an influence 

that has distanced Estonia from Russia and brought it closer to Europe and to one of 

the dominating nations in the EU. 

The concept of national history has clearly survived into the present. A good

example of this is president Lenart Meris’s 1999 decision to support the resumption 

of work on Kruus’s interrupted project Eesti Ajalugu. This was preferred to beginning 

a new history of Estonia, an issue that had been discussed. The decision could be

seen, not only as a result of the need to replace the Soviet era history, but also as a

symbolical jump over that period and a negation of responsibility for the works 

written during that time. At the same time, the jump raises a few questions. Is it 

appropriate that all the intellectual efforts, especially in the field of early history that

was covered in the first books written since the last part of Kruus Eesti Ajalugu was

published, should be ignored or thrown into the dustbin of history? The question is, 

of course, rhetorical, and most people will answer no. Nor is this taking place; the 

recently published part of Eesti Ajalugu (Vahtre 2003) is both written by historians

that were active during the Soviet era and is based on secondary sources from that 

time. But still, the decision reflects the fact that the same conception of history is at

hand, i.e., that there is only one history of Estonia.  As a political decision, it is 

understandable, as it follows the idea of national continuity from the interwar period

until present. This is the basic concept in Estonia’s legitimisation of its post-Soviet 

independence. But for the development of the concept of history it is not 

understandable.
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At this point in the presentation it might be possible to find an answer to the 

question: why are there no studies of contemporary history in Estonia? One answer is 

given above: there has never been a tradition for contemporary history in Estonia. 

This lack can be explained by the fact that historians seem to have been concentrating 

on earlier history, working within the limits of the national paradigm. This has 

distracted attention from the more controversial subjects of the recent history, which 

could have caused conflict and raised demands for change. And as has been noted, 

the lack of a tradition to oppose against is in it self inhibiting for the academic society

(Ex. Björk 1994).

Today the academic ranks are still filled with scholars who made their carreers

within the framework of the Soviet institutions, and even if some of these scholars are 

open to new concepts, they are not sufficiently influential to effect a change. The

system has also not been changed substantially from the outside, even if new books

and articles are published and many studies of Estonia are done abroad, especially in 

Finland, which bring in new perspectives.

From a political point of view it also seems as if many in the elite are 

dependent on, and wish to preserve, history writing as it is. To speculate a bit, one

might also add that there have been no official trials or commissions of “truth” in 

Estonia, and that historians therefore never have been encouraged to study the recent

past, or encouraged to take part in a discussion of issues concerned with recent 

history.

It may be asked then, what this means for the study of history and to make

some suggestions? The limited number of topics that has been covered by Estonian

historians since the mid-nineteenth century can be a problem for those who wish to 

give a historical interpretation of contemporary society. The central groups presented 

in the available historical sources are freeholders and landless peasants. Other social 

issues, such as changes brought on by industrialisation, urbanisation and migration, 

are to a great part covered by quantitative studies, which, at best, go up to the 1930s. 

The information available about other groups is limited because of, for example, a 

lack of focus on social history, and not least on history with special perspectives such

as gender or mentality. If the past is to speak to the present, the historical perspective 

must be widened. One obvious way of achieving this would be to make comparitive

analysis an active element in historical studies, i.e., to compare the development in

Estonia with similar and dissimilar developments in other countries. To make such
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comparisons even more fruitful it could be of importance to merge to these studies

with the use of theory and methodology. The Estonian-Canadian historian Jüri

Kivimäe has, for example, suggested that the German concept of social history could

be a possible step in the right direction for Estonian historians.

Another strategy that might make history speak to the present would be to pick 

up unstudied topics. One such topic, according to Kivimäe, is the history of the 

interwar period, a period that has never been seriously studied (Kivimäe 1999). This

would be of great importance, as the public has shown a tremendous interest in the 

interwar period, and as political debates often contain references to the interwar

period – analogies are often drawn between it and the present. The study of the 

period has legal importance as well, as Estonia today legitimises its independence by

drawing analogies with the state that existed during the interwar period, and as some 

institutions, such as the legal system, still conform to the institutional culture of that

time. A closer study would illuminate the actual relevance of these analogies and

would place in a perspective the question of whether the Estonia of today is a direct 

successor of interwar Estonia.

Moreover, I would argue for a serious and intense study of contemporary 

history, including the Soviet era. There are many reasons for this. Like the interwar

period, the Soviet period is still present today, with the difference that it has had direct 

influence on the everyday life of most people living in Estonia today. Most of the

formal and informal institutions in today’s Estonia are, whether one likes it or not, 

influenced by Soviet-era thinking. This goes for everything, from infrastructure and 

structure of the population to the shape of the countryside and the public opinion of 

health care and gender equality. It would therefore be deceptive to interpret the 

present without taking this period into consideration. And historians would be making

a mistake if they merely left research into this area to other disciplines. Historians’

contribution would be the systematic collection and careful evaluation of sources as

well as research into specifically historical areas. This historical work must become the 

solid foundation for the research done in other disciplines and for the history writing

of today and tomorrow. 

Furthermore, so much time has now passed that the public memory of the 

Soviet era is beginning to take on a mythical character, and this at a time when a new

generation is growing up, which has not experienced this era and which has only the 
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vaguest knowledge of the recent past. This generation does not only risk being left

without a history but also being trapped in the myths of the past.

As mentioned above, most of the studies of the Soviet time that have been 

done since the 1990s have focused on crimes committed by the Soviet regime in

Estonia. This is, of course, an important issue, which gives some insights into the 

society of today. But it also simplifies the various aspects of the discussion about 

resistance and cooperation during the Soviet era. A study that exclusively focuses on

crime will tend to give a misleading picture of the time and, as in the case of the 

resumed work with Eesti Ajalugu, it also presents a picture that only refers to the 

majority of the population and leaves large groups out. This kind of history tends to 

be more divisive then uniting, especially since Russians are far from being considered

as equals in this interpretation of history.  And it is a history that only works for one 

political side in society. This can be dangerous for both historians and politicians in 

Estonia today.

An ongoing theme in Estonia’s national history is its national survival through

the ages. A modern interpretation of this theme would be the study of this survival

process in recent times. This should not only be done from the perspective of culture 

and language, as has been done to some extent, but also from a political perspective 

where aspects of domestic politics in the Soviet republic of Estonia are considered, as 

well as Estonia’s position in the Union. Such studies could provide a necessary history 

of the recent past and a background for how the peaceful reestablishment of the 

Estonian independence became possible.

Finally, there is one reason that applies not only to Estonian history writing but 

to history writing outside Estonia as well. During the Cold War the Soviet Union was 

the subject of very intense studies in the West. Most of the resulting studies were 

based on inferences and a limited number of available sources. The questions and 

perspectives were, to some extent, limited and affected by the ideologies of the Cold

War. There is now a need to go into a polemic with and to scrutinise the results of

these studies so that they will not be the only ones to tell the history of that era. To 

some extent the western scholars who then engaged in “Soviet studies” do scrutinize

and revise their previous works, but they will do so only from their own specific 

perspective. Their perspective is often focused on new sources that are available, not

on issues, and they tend to discuss their own totalitarian or revisionist views or apply 

“western” concepts to “eastern” material. It is therefore important that those who 
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were on the other side of the border also contribute to the debate, as their perspective 

can open new questions and illuminate issues that have never been investigated. A 

remark on this: it is amazing that the last authoritative studies on Soviet time Estonia 

is an updated version of a book first published in 1983 ( Misiunas & Taagepera, 1983

and 1993) and that no such thing as the history of every day life in Soviet Estonia

exists.
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