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Estonia: Forging a Path to Prosperity 

A Return to Independence ™ 
Estonia leads the Baltics in its economic transformation 
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stonia is the new powerhouse of the 
Baltics, outstripping the other deve

loping economies of the former Soviet 
republics. That transformation is built on a tra
dition of business and trade closer to that found 
in the Nordic countries to its north than to its 
former comrades in the U.S.S.R. 

Estonia re-established its independence in a 
bloodless revolution on Aug. 20, 1991, after half 
a century as part of the Soviet Union. Since then, 
it has emerged as a leader among the Baltic 
states—becoming the first "former Soviet republic 
to issue its own currency, doubling exports, more 
than doubling foreign-exchange reserves and 
decreasing its dependence on trade with Russia. 

The changes represent a return to the 
country's traditional Nordic trading roots and a 
determination among Estonians to establish a 
strong and independent nation, says Prime Min
ister Mart Laar. "Before the Soviet occupation, 
Estonia was a center for shipping and com

merce," he says. "The commercial 
instincts are returning rapidly. Trade 
with the West is more important 
than aid. Aid can create dependency, 
but trade sustains long-term growth." 

The evidence of Estonia's rapid 
transition to a free-market economy 
is visible even to the most casual 
observer. Shipping traffic is 
booming off the Estonian coast. 
Some 11 million tons of cargo were 
shipped in and out of Estonia in 
1992; Peeter Palu, the general 
director of the Port of Tallinn, 
expects the burgeoning transit trade 
to boost that figure as much as 40 
percent this year. Factories that a 
few years ago were producing equipment for 
the Soviet military machine are being trans
formed into facilities for manufacturing 
everything from kitchen cookers to skateboards. 

Above all, the new vigor of 
Estonia is captured in Estonia's 
capital city, Tallinn, founded in 
the 11th century. Fine old mer
chants' houses are being 
converted into offices and 
stores, while business executives 
jostle in the traffic in BMWs, 
Volvos and an occasional Jaguar. 

A Hub for Trade and Transit 
Evidence of Estonia's boom is 

also visible in the mounting 
investment from Western coun
tries, who have recognized the 
country's value as a hub for trade 
and transit. Explains Estonian 
President Lennart Meri: "Over 
the next decade, we expect more 
companies to realize the advan
tages of an inexpensive and 

well-educated labor force, 
a liberal market economy 
and an excellent geo
graphic position." 

A number of large multi-
nationals have already 

| staked their claims in 
~ Estonia, including the 
1 Coca -Co la C o m p a n y , 
I' Swiss-Swedish engineering 
i giant ABB Group and 
1 Swedish appliance manu-
5 facturer E lec t ro lux . 
| According to the Estonian 

Privatization Agency , 
the production cost of 
doing business is about 

10 percent of Scandinavian levels. 
Estonian exiles, who fled the country during 

World War II, are demonstrating their faith in 
the new Estonia as well. Many are returning to 
their homeland to reclaim property under the 
government's restitution program, injecting 
commercial know-how and capital in return. 
Jaan Manitski, an exile who carved out a busi
ness career in Sweden and Belgium, has returned 
to Estonia and is now vice-chairman of the 
board of the Estonian Privatization Agency. 
"We are giving the country back to its people," 
he says, "as well as bringing in new investors." 

The family of Peter Jakobson, a London-
based cognac company executive, has taken 
back the large villa built by his ship-owning 
father in the resort town and spa town of Parnu. 
"My daughter is converting it into a hotel and 
business center," says Jakobson. "I thought the 
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The Estonians are a Finno-Ugric 
people who came from the area 
bounded by the Urals and the 
Volga and Oka rivers. They 
migrated westward to the Baltic 
shores some 5,000 years ago. 
Fields they tilled near Tallinn 
are thought to be the oldest 
farmlands in Northern Europe. 

By the middle of the first millennium B.C., Estonians were 
navigating small ships over the Baltic. In the ninth century A.D. 
Viking ships (below) invaded Estonia and the country became a 
vital link in the seaborne trade between East and West. A natural 

harbor was found on the 
horseshoe-shaped bay where 
Tallinn now stands. In the 

2th century, the Arabian 
geographer al-ldrisi had 
placed the city on his maps. 

Danish, Swedish and German crusaders 
had succeeded in conquering and 
Christianizing Estonia by 1227. Numerous 
churches and monasteries were built. 
Tallinn's St. Nicholas Church, originally 

| constructed in the 13th-century, contains 
| a Bernt Notke masterpiece. The Baltic 
| German nobility, descendants of the 
i crusaders, were a ruling caste until the 
I early 20th century. (Left: convent) 
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family had said goodbye to Estonia forever. I am 
delighted to be proved wrong." 

Improving Business Facilities 
Those new to Estonia, as well as the 

returning exiles, will find that facilities for inter
national business are improving. "The business 
infrastructure is good," says ABB Estonia's presi
dent, Bo Henriksson. "The phone system is 
excellent. Air and sea connections are good." 

Demand for office space is being met by the 
Tallinn Business Center, which opened this July. 
John Battle, CEO for Tricorp Development, 
Ltd., the real-estate concern behind the facility, 
is a U.S.-trained Sovietologist who was studying 
political economy at Moscow State University 
when he first visited Estonia in 1988. "I knew 
within 48 hours that I could do business here," 
he says. "It is the natural bridge into Russia." 

Battle has invested close to $4 million in the 
center, which includes retail space, its own com
munications network and an Irish pub. Tenants 
include Rank Xerox, the European Bank for 
Reconstruction and Development (EBRD), and 
the Japanese Embassy. 

Business executives will find they aren't the 
only travelers to Estonia's shores. The seas alone 
are bringing more than 2 million people a year 
to Estonia, whose entire population is just over 
1.5 million. Scandinavian visitors come to 
Tallinn to sightsee and to shop. Foodstuffs, 
drink and clothing cost a fourth of Helsinki or 
Stockholm prices,- the savings can pay for a 
round-trip ferry ticket several times over. 

Architectural transformation: Modern building on a 15th-century 

MILESTONES IN ESTONIAN HISTORY 
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For Port of Tallinn General Director Palu, 
looking over the bustling docks from his opera
tions room, the incoming traffic underscores the 
startling and exhilarating change from the old 
regime. "Only a short time ago, few visitors came 
here," he says. "There was almost nothing for 
them to buy, and the Soviet system hardly made 
them feel welcome. Now we are rebuilding the 
passenger terminal to cope with arrivals." 

Symbol of Independence 
For other Estonians, the symbol of their 

country's renaissance is the kroon, Estonia's new 
national currency. Estonia was the first of the 
old Soviet republics to replace the Russian ruble, 
which was being savaged by inflation nearing 
100 percent a month. The kroon is convertible 
and backed by hard currency reserves. 

Estonia's quick establishment of a hard cur
rency was a bold move, but one that President 
Meri considers vital. "Independence involved 
discipline," he says. "It was easy to blame every
thing on the ruble. We had to cut the umbilical 
cord. The country needed the responsibility of 
maintaining its own money." 

Results have exceeded expectations. Exports 
are outrunning imports, with a balance-of pay
ments surplus of some $25 million last year. 
Tight monetary policy has brought inflation 
down to a projected annual rate of some 25 
percent for 1993, with a single-digit figure 
expected next year. In addition, the state budget 
was in surplus for 1992, and the Estonians more 
than met IMF targets, says Ardo Hansson, gov

ernment economic adviser. 
The transition to the kroon has 

also had a substantial impact on 
trading patterns. In pre-kroon days, 
90 percent of trade was with the 
former Soviet republics. Estonia 
remains an important window into 
Russia; the ports are poised at the 
northwest extremity of the Russian 
rail system, and Estonians understand 
Russians and their language. But 

m commercial flows have reversed since 
| independence. Western countries 
i now account for about two thirds of 
I trade—a situation that is helping 
1 speed Estonia's recovery, while its 

foundation trading partners in the East are strug-

BOOH IN ESTONIAN TRADE 
Exports in Millions of Rubles (1992 equivalent in Million EEK) 

Services L - J 

Heavy Manufactures (Cement, Machinery, Transport, Arms) 
I 1 

Wood Products I I 
I 1 

Minerals and Chemicals I J 

Light Manufactures (Textiles, Footwear, Leather) [ f U l 

Foodstuffs, Livestock, Produce I I 

SOURCE: ESTONIA STATISTICAL 0EEICE 

gling to make similar transitions. As those coun
tries grow stronger, Estonia figures to be in an 
excellent position to serve as a transshipment and 
manufacturing point for businesses interested in 
selling to the former Soviet republics. 

The political consensus achieved in the 
parliamentary elections last fall has helped 
speed Estonia's economic transformation as 
well. Although the rapid shift to a free-market 
economy has caused some dislocation and 
unemployment for the country's citizens, 
Estonians have made it clear that they agree 
with their government that the problems of 
transition need "to be faced and not deferred," 
says President Meri. 

"Overall, I have no hesitation in saying that 
progress has been very good," says Lars 
Jeurling, World Bank representative to Estonia. 
"The foundations are good—the stabilization 
policy that's in place is the key to growth. The 
challenge is to turn it into economic growth." 

That view is shared by U.S. Ambassador 
Robert C. Frasure, who considers the move to 
hard currency and low inflation the key to the 
country's success. "I'm convinced Estonia is 
going to make it," he says. % 

In the 13th century, Tallinn joined the 
Hanseatic League, the union of European 
commercial towns that stretched from 
London to Novgorod. Parnu, Viljandi 
and Tartu were also members. Estonia 
was an essential bridge in the trade 
between East and West. St. Olafs 
Church in Tallinn (right), used as a 
navigation mark from the sea, is one of 
the world's tallest medieval structures. 

After the Reformation, a written 
Estonian language began to develop. 
The oldest preserved excerpt of a 
book written in Estonian, a 
catechism, dates from 1535. Tartu 
University was established in 1632, 
on orders from Sweden's King 
Gustav II Adolf. Literacy spread. The 
Bible was translated into Estonian 
in 1739. 

A period of war began in 
the 16th century, bringing 
parts of Estonia under the 
control of Russia, Denmark, 
Poland and Sweden. For 

g most of the 17th century, 
I Sweden ruled Estonia. In 
1 the 18th century Russian 
| Tsar Peter the Great joined 
1 Estonia to his empire. 

NEWSWEEK/AUGUST 30, 1993 



SPECIAL ADVERTISING SECTION 

Estonia: Forging a Path to Prosperity 

Moving toward Privatization 
Selling off state businesses is at the core of Estonia's economy 

Binternational investors have noted a 
series of full-page ads appearing in 
leading business dailies around the world 

of late—and what's being advertised is 
clearly worth their attention. Estonia is priva
tizing scores of lucrative, state-owned 
properties, and the country wants to be 
certain that the entire world knows. 

"The companies are open to bid by inter
national tender," says Jaan Manitski, 
vice-chairman of the board of the Estonian 
Privatization Agency. "We didn't want any 
prospective buyer not to know it." 

Privatization is at the core of government 
policy for Estonia. The overall 
task of privatization is fourfold, 
embracing agricultural land, res
idential property and small and 
large businesses. "Privatization 
anchors the Estonian economy 
and society into the West," says 
Manitski. "More than any army, 
it is the most important part of 
our defense system." 

Estonia has 
taken the lead in 

privatization among 
former Soviet 

republics.... 
"Confidence is 

building rapidly." 

An East German Model 
Estonia's tendering proce

dures are based on the East 
German model, selling state-
owned firms through public 
tender to one or several buyers, 
including foreign bidders. Con
sultants from the Treuhand, the 
German privatization agency, 
are based in Tallinn to help pass 
along the best of the German 
experience. Other legal experts 
and economists have been 
drafted from Europe and the United States to 
help evaluate the process, with assistance from 
the EC's PHARE program, which aids privati
zation in Eastern Europe, and the European 
Bank for Reconstruction and Development. 

jaan Manitski 
Vice-Chairman, Estonian Privatization Agency 

"We want businessmen to feel on familiar 
ground," says Manitski. 

Up for Sale 
The first public tender of state properties 

was held in November 1992, with the offer 
of 38 enterprises,- bids were ultimately 
accepted on 25 of those companies. When 
the second group of 52 companies was 
advertised in May 1993, interest was even 
stronger. "We had 1,400 inquiries from 
countries including the United States, 
Japan and Australia, as well as Europe," says 
Manitski, "and 180 firm bids at tender 

closing." 
The sectors included in 

this second round of priva
tization run from food and 
beverages, paper products 
and chemicals to textiles 
and machine tools. Some 
companies are old-style 
behemoths, sprawling and 
overmanned operations, 
which will require restruc
turing but may offer 

B unbeatable potential for 
I the right buyer. Others, 
3 including Leibur, a Tallinn 
« bakery that employs 740 
1 people and makes 42,000 
| tons of bread and bakery 
| products a year, are already 
| profitable and have strong 
2 cash flows. Also of note is 

the offer of the firm 
Tallinna Klaverivabrik, a 
120-employee maker of 

pianos and other musical instruments. Suc
cessful bidders on all firms are to be 
selected later this year. 

A sample of other companies up for privat
ization gives an idea of the range of 

opportunities available to investors: 
• Viljandi Metsakombinaat, a logger and fur

niture maker in central Estonia with 386 
employees. 
• Klementi, a big Tallinn textile manufac-

Thriving capital of Tallinn: Private enterprise is flourishing 

turer, producing pillowcases, children's wear 
and 540,000 pieces of women's wear a year 
with a staff of 804. 
• TCommunaar, whose 1,100 workers produce 

2 million pairs of shoes and boots a year. 
• Toostusaparaat, a producer of calorimeters, 

water meters and position indicators. 

Speeding Privatization 
Manitski notes that Estonia has taken the 

lead in privatization among former Soviet 
republics, although some 60 percent of the 
country's economy remains state con
trolled. That figure includes the 800 major 
companies whose fate will be determined 

MILESTONES IN ESTONIAN HISTORY 

Repressive government from Russia and 
economic control by German landowners 
and burghers spurred a nationalist movement, 
which began in the late 19th century as a 
cultural movement centering on the 
gathering of folklore, songs and 
poetry. This effort, directed by Pastor 
Jakob Hurt (right), produced one of 
the finest folklore collections in 
the world. 

The first true political parties emerged at the turn 
of the century, demanding autonomy for Estonia. 
Following the Russian Revolution of 1917 (right), 
Estonian nationalists declared independence from 
Russia on Feb. 24, 1918. Invasions by German 
forces and, later, the Red Army followed. At the 
Peace of Tartu on Feb. 2, 1920, Soviet Russia 
agreed to renounce its territorial claims "for all 
time." Tallinn became the capital of the Republic 
of Estonia. 
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Estonian entrepreneurship: vodka production at Liviko distillery 

by the privatization agency. 
Also a priority is the return of some 40,000 

private farms to their owners. "So far we have 
returned about 10,000 farms," says Manitski. 
"We believe the market will ensure farms are 
a suitable size through land sales and leasing." 
The process of returning both farms and city 
properties has been helped along by the sur
vival of Estonia's 1938 census and other 
documents. 

Less complex is the privatization of the 
3,000 or so small state-owned businesses, 
and the transfer of that sector is pro
ceeding quickly. Half have already been 
sold, often to employees. The results are 
visible: fresh paint and careful window dis
plays in shops, smartly turned-out waiters 
and adventurous menus in restaurants. Add 
the mass of new companies to the priva
tized firms, and almost 90 percent of small 
enterprise is now private. 

In an effort to further speed privatization 
and strengthen the economy, the government 
has moved to help domestic investors purchase 
privatized companies. One program allows 
investors to make a 20 percent down payment 
with the balance spread over 10 years. 

Encouraging Foreigners 
Foreign investors can take advantage of the 

same payment plan offered to domestic 
investors by forming an Estonian company 
without losing any of the incentives aimed at 
outside money. 

Another popular route to privatization is 
the management buy-out, where Estonian 
managers seek foreign partners to invest in 

MILESTONES IN ESTONIAN HISTORY 

Independent Estonia made large strides between wars. In 
1925 minorities were granted complete cultural autonomy. 
The currency reform of 1927 enabled rapid economic 

development in the 
1930s. Education and 

I culture flourished; one of 
i the best-known cultural 
I figures was the graphic 
| artist Eduard Wiiralt. 
s (Left: cultural center) 
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the i r c o m p a n i e s . Mani t sk i says the 
Estonian government is well aware of the 
importance of foreign funds in such ven
tures: "To move forward, managers often 
find they need to set up a joint venture 

SPECIAL ADVERTISING SECTION 

and bring in outside capital." 
Manitski adds that those interested in 

investing in Estonian businesses will find the 
country's government a most cooperative 
institution. "There is no problem with feed

back and relations with government," he 
says. "If we run into a snag in the program, 
we can amend it very rapidly. Frustrations 
exist, of course, but confidence is building 
rapidly." m 

Privatization in Action 
Baltika exhibits a knack for prosperity 

Look closely at that off-the-rack suit 
you brought back from England, 
those trousers from Germany or that 

jacket from Finland. It may well be that 
your clothing was made in Estonia. 

The Baltika clothing company was the 
first large state-owned enterprise to be pri
vatized in Estonia, and the company has 
quickly demonstrated that formerly state-
owned businesses in this country can not 
only survive but prosper. Originally estab
lished in 1928, the firm was taken over by 
the state in 1940. In 1991 its men's 
clothing division was converted to a joint 
stock company when part of the 
company's shares were sold to Baltika's 
managers and work force. 

Today the business is 
flourishing; hard-currency 
turnover has quadrupled 
since the sale. Together 
with management, some 
800 Baltika employees now 
expect to buy out the state's 
remaining 15 percent stake 
in the company. 

"Our motto is European 
quality at Estonian prices," 
says Meelis Milder, Baltika's 
chairman of the board. "It is 
a formidable combination. 
O u r e m p l o y e e s make 
around $100 a month. That 
is well above the Estonian average, but it 
still means our costs are a tenth of what they 
would be in Sweden." Those lower costs 
have also insulated Baltika from the Euro
pean recession. "A lot of retailers are having 

"Our motto is 
1 European quality at 

Estonian prices" 

t • 'log j y ^ H I ; 

Meelis Milder 
"hairman of the Board, Baltil a 

to buy less expensive products," Milder 
explains. "It's a good opportunity for us to 
get established." 

Baltika was once wholly dependent on the 
Soviet market. With hyperinflation in Russia 
and a tight fiscal situation at home, the 
company has lost much of its original market 
but has managed to compensate by carving 
out exports to the West. "A lot of Estonian 
companies have had to do the same over the 
past 18 months simply to survive," says 
Milder. "We have learned a lot." 

Milder is in constant touch with buyers 
on his mobile phone. He encourages them 
to visit the plant. "In the old system, a suit 
sold itself simply by existing," he says. 

"Nobody needed to bother 
with customers. Now we 
need to treat them as part 
of the family. We have to 
know how they are feeling. 
In textiles the competition 
starts in Portugal and ends 
somewhere in the Urals." 

The labels sewn into the 
racks of men's trousers, 
suits and jackets in the 

| cutting rooms show that 
i Baltika is adapting to the 
1 challenge. The company is 

making clothes for Western 
European chain stores, 
including NEXT, BHS and 

C&A. Trucks make regular runs to other cus
tomers in Sweden, Germany and Finland. 

Production is running at 1,000 jackets 
and 2,500 trousers a day, well above last 
year. Milder's ambitions run beyond sup-

Baltika fashions: Making a statement in European chain stores 

plying own-label goods to multiple stores 
however. "Subcontracting keeps you alive, 
but not flourishing," he says. "We are 
expanding our own designs and retail 
outlets. We hope that these will eventually 
contribute the bulk of sales." 

Baltika has opened five men's stores, 
named "Baltman," in Estonia and is 
expanding into neighboring Latvia and 
Lithuania. The shops, which sell shirts and 
raincoats as well as Baltika-made suits and 
jackets, are popular with tourists and are 
helping to boost Baltika revenues to an 
expected $8 million this year. 

Domestic demand currently accounts 
for only 30 percent of turnover, but Milder 
says that in some ways the drop-off has 
been a blessing. Competing in the interna
tional marketplace has been an excellent 
learning experience for the fledgling 
company. "Exports are tough," he says. 
"The best school that exists." 

1ILEST0NES IN ESTONIAN HISTORY 

World War II ended Estonia's independence. Under the Molotov-
Ribbentrop pact, Estonia fell within the Soviet sphere of influence. 
The country was occupied by the Soviet Army in June 1940. 
Thousands of Estonians were killed or deported to Siberia. The 
Germans invaded in 1941. The Soviet Army returned in 1944, and 
Estonia became part of the Soviet Union. Most Western countries 
refused to recognize this annexation. A large influx of Russians 
began. Pro-independence guerrilla forces continued to fight against 
the Soviets into the 1950s. (Right: the War Memorial) 

In the "Singing Revolution" of the 1980s, Estonians showed their desire 
for independence in peaceful mass meetings. In 1989, 2 million 
people from the three Baltic countries linked hands in a human chain 
stretching from Tallinn to Vilnius in Lithuania. In March 1990 the 
unofficial Congress of Estonia demanded independence. 

NEWSWEEK/AUGUST 30, 1993 



SPECIAL ADVERTISING SECTION 

Estonia: Forging a Path to Prosperity 

Reclaiming Its Place 
Prime Minister Mart Laar reflects on Estonia's progress 

Iwo years ago Estonia reclaimed its place among the sovereign 
nations of the world when it reinstated its independence, breaking 
with the Soviet Union. On Oct. 8, 1992, Mart Laar—a 33-year-

old historian and leader of the free-market-oriented alliance Isamaa (Pro 
Patria)—was sworn in as the country's prime minister, heading the center-
right coalition government. In this recent interview, Laar discusses the 
progress of Estonia's shift to a free-market economy. 

Q.What are your goals for Estonia as you move out 
'of the communist system? 

A .To create a liberal, open, European society and an 
'open market economy. We are full of hope that we 

will achieve this. The key is the new constitution, adopted 
last year with help from the Council of Europe, and the 
successful parliamentary elections. A stable democratic 
base is essential in a period of radical economic reform. 

"We want to 
integrate fully with 

the Nordic community 
and to move closer 
with it to the rest 

of Europe." 

Q.How do you intend to proceed in order to accomplish those 
'goals? 

A .We are creating new structure to underpin development. We 
'hope to complete work on commercial and banking laws this 

year. We are speeding the pace of property and agricultural reform, 
as well as moving ahead on changes in the education and the 

justice systems. 
We are also fully committed to privatization. The 

more that private ownership, private property and 
private activity come into power, the better. In less 
than a year, Estonia has already changed so much 
that it is no longer possible for the old system to be 
put back together again. We have promised our 
people hard work, and that we will create the possi
bility for hard work and success. Individuals have to 
respond to that, and they are doing so. 

( j . H o w has t h e t r a n s f o r m a t i o n b e e n p r o -
^ - ' g r e s s i n g ? 
A .The dangerous time, the initial period of high infla-

'tion and falling production, is over. It is an inevitable 
stage for any country coming out of the communist 
system, but it is important to move on, and we have. 
Monetary reform has been carried through successfully. 
Our currency, the kroon, is fully convertible. Inflation has 
been brought under control and is falling rapidly. Our 
trade has shifted from almost total dependence on the 
former Soviet Union to the greater part of business being done with the 
West. Production has started to rise again. We have held elections and we 
enjoy political stability. We have fulfilled all our obligations to the IMF. 

Not much more than a year ago, we had breadlines. Meat and milk were 
rationed. The difference now is enormous. The shops are bustling. The 
market economy works. Competition does bring down prices. Monetary 
policy does bear down on inflation. We have seen it with our own eyes. 

f V W h e r e do you envision Estonia fitting in the world economic 
^-"picture? 
A .1 believe we will be somewhere close to Finnish living standards by 

'the end of the century. We all know that there is only one way to 
get there, and that is through work and accepting competition. We 
want to integrate fully with the Nordic community and to move closer 
with it to the rest of Europe. We have applied for associate membership 
in the EC, and we hope for full membership in due time. 

Q: 
ISA: 

.What does Estonia have to offer potential 
'investors? 

,We have a good program of tax and other incen
t i v e s . Profits can be repatr iated in full, and 

foreign nationals are free to acquire 100 percent of 
companies. They have the same opportunities as 
everyone to own land and property. 

Estonia can offer businesses a work force with 
European educational standards that is willing to 
work for very low pay rates. Foreign investors will 

find Estonia offers the best and cheapest harbors in the region and 
a good geographical position as a transit, banking and communica
tions center. Estonia is a country with an open outlook—more 
than half of Estonians speak two or more foreign languages. 
Finally, we have strong links to the Scandinavian and the huge 
Russian markets. 

( j . W o u l d you say there is a new business ethos developing in 
^ - ' E s t o n i a ? 
A .1 don't think it ever completely disappeared. Under the Soviet 

'system, we still managed to watch Finnish TV, listen to Radio 
Free Europe and keep in touch with Estonian exiles. People remem
bered that independent Estonia had been a commercial nation. The 
instinct is still there. We all understand one thing about the 
changes: Estonia is a very good place to do business, and everyone 
is given that opportunity. • 

Independence was proclaimed on 
Aug. 20, 1991. Within weeks, 

I Estonia was recognized as a free 
| and independent country by 
| Russia, the EC and the United 
| States. On June 20, 1992, the 
| kroon (left) replaced the ruble. 

In September 1992 Estonians elected 
their first president and parliament 
in more than 50 years. In May 1993, 
the Council of Europe voted Estonia a 

g full member. (Left: the Parliament 
| building) 

NEWSWEEK/AUGUST 30, 1993 



v'SSSSSSiw.1-

PORT OF TALLINN favourably 
located on the tradeway between east 
and west, a practically ice-free harbour 
complex with depths down to 18m, w» 
able to handle all vessels sailing to 
the Baltic Sea through the 
Straits of Denmark. 

350a 
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P O R T OF T A L L I N N -gatewayfor 
more than 2 million passengers annually. 

The CITY PORT serves two year-round 
routes: Tallinn-Helsinki (up to 11 
crossings daily at the peak of the 

season) and Tallinn-Stockholm 
(1 daily departure). 

P O R T O F T A L L I N N - a State Enterprise 
comprising the most important national ports of the 
Republic of Estonia, including CITY PORT and KOPLI PORT 
within the boundaries of Tallinn, MUUGA PORT in the vicinity 
of Tallinn and several small ferry ports on West-Estonian 
islands and mainland. 

P O R T O F T A L L I N N - equipped to handle all 
types of cargo. Total annual capacity of all ports in 1992 

was 12 million tonnes. 

General Director P e e t e r P a l u 
tel. (372 2 ) 427 009, 428 629 • fax (372 2 ) 422 950 • telex 173167 PORT EE 

Sadama 25, Tallinn EE 0102, ESTONIA 

A PRIME INVESTMENT 
• Excellent inland rail and road connections. 
• Two modern, fully-equipped grain and reefer terminals. 
The first boasts a 300,000 tonne silo able to handle 5 million 
tonnes a year; the second has refrigerated warehouse capacity 
(-16T to + 1 6 T ) for 5,000 Europallets. 
• Handles dry, bulk and general cargos, as well as 
cereals and perishables. 
• Good transhipment facilities for minerals, 
construction materials and coal. 

The port - soon approved as a Free Port by the 
Estonian government - has major development potential 

for about 30 million tonnes per year. Current plans envision 
the construction of up-to-date computerized terminals for: 

• coal • containers 
• dry bulk chemical products • oil products 

Port Director A n a t o l i Kanajev 
tel. (372 2) 234 313 • fax (372 2) 236 544 or (372 5) 247 408 

Maardu tee 57, Tallinn EE 0030, ESTONIA 

THE PORT IS LOOKING FOR INVESTORS AND LOANS FOR THE IMPLEMENTATION OF OUR PROJECTS 



Estonian Shipping Co. Ltd. 
/perauny uui 01 laninn un uit? came oea uuasi, with vessels up to 52,670 tons, the company owns 

jeneral-purpose ships, RO-RO and RO-LO vessels, bulkiers, timber carriers, container ships, river-sea 
going type vessels and two passenger vessels. 

^yso operates cargo delivery all over the world 
and maintains regular international services: 

OUR EUROPEAN LINES 
DEPARTMENT: 
-STS (Scandinavia — Tallinn Service) 
*Tallinn - Aarhus - Drammen - Oslo -
Gothenburg - Tallinn (containers service) 
*Tallinn - Helsinki - Aahus - Copenhagen -
Tallinn (containers and RO-RO service 
Tallinn - Helsinki - Tallinn (containers and 
RO-RO service) 

-FINBEST 
Tallinn - Rotterdam - Antwerpen - Helsinki • 
Tallinn (containers; trailers and general 
cargoes) 

-SWEBEST 
Tallinn - Stockholm - Antwerpen -Tallinn 
(containers and RO-RO service) 

We can also arrange door-to-door delivery 
of containers around the world. 
Tel: +(372 2)421376 
Telex: (537) 173003 ESCO EE 
Fax: +(372 2)438 966 
NMT: 7-0145-245 598 

OUR OCEAN LINES DEPARTMENT: 

- UN I AFRICA (within the COWAC 
Conference) 

Tallinn - ports of Western Europe - ports of 
West Africa 

- SCANLEVANT - RED SEA LINK 

Tallin - Lovilsa - Hodeidah 
Tel: +(372 2)448 557 
Fax: +(372 2)448 557 
NMT: +372-5-247 502 

Tramp department: 
Tel: +(372 2)443 341 

+(372 6)312 177 
NMT: +372-5-247 522 

We also operate passenger motor-vessels, Georg Ots and Tallink , on the popular 
Tallinn - Helsinki -Tallinn route. 

NB! WE CAN CARRY YOUR GOODS WITH OUR CONTAINER! 
Address: 3/5 Estonia blvd, Tallinn EE0101, Estor 

Phone: +(372 2) 443 802. INTL Fax: +(372 6) 312 182 (24 hrs). +(372 2) 424 958 (8 a.m. - 5 p.m.). 
CIS Fax: (0146) 312 182 (24 hrs). (0142) 424 958 (8 a.m. - 5 p.m.). Telex: (537) 173 272 ESCO EE. 

Inmarsat-A Fax: 871-1404142 (24 hrs). 

LOIGO 
Shipping Supplies 

Loigo Ltd is Estonia's largest suppier of ship materials and 
equipment. We represent among others — Jotun, Chugoku 
Marine Paints, Unitor, Noach AB, W.W.-Trade and Somoco 
Trading. For prompt, on the spot supply of marine paint, 
chemicals, equipment, batteries, ship materials and spare 
parts, turn to us. 

Loigo Ltd, Tuukri 1, Tallinn EE0010, Estonia 
Tel: (372 2) 425 859 Fax:(372 2)425 206 

shipping agency offers its clients first class service in forwarding, cargo booking, 
organization of land transport, and regular shipping agency services. The company is 
situated at the port of Muuga and is fully computerized, allowing instant control over 
loading processes, the arrival of cargo by railway, warehouse stocks etc. We can help 
you in handling grain, oil, coal, wood, cars and other general cargos. 

Contact: 
MUUGA INFLOT Ltd. 
Maardu tee, 57 
Tallinn, EE0030, Estonia 

Telex: 173130 MGINFEE 
Phone: +372-5-248471 (Igor Piotrovskiy) 

+372-2-233-105 
Fax: +372-5-243-208 
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Choosing Estonia 
Opportunities and a stable economy attract investors 

hen considering investment in most 
of the former Soviet Union, for-

I eigners are well advised to proceed 
with caution, given the fluid economic situation 
in those countries. But the road to Estonia stands 
apart. The country's economy is marked by a 
solid, Westernized financial base, and the public 
and private sectors are well prepared to offer 
international businesses lucrative joint-venture 
options and other investment opportunities. 

"Two years ago we were almost entirely 
dependent on the Soviet Union. Today more 
than 70 percent of trade is with the West," says 
Toomas Sildmae, Estonia's minister of 
economy. "We have had to adapt rapidly." 

The key to the country's quick conversion 
has been monetary reform, which began in June 
1992, when Estonia became the first former 
Soviet republic to issue its own fully convertible 
currency, backed by gold and hard-currency 
reserves and freely exchangeable for any 
Western moneys. The benefits of currency 
reforms have taken hold quickly. Estonia's 
foreign-exchange reserves have more than 
doubled—from $123 million in August 1992, to 
$297 million. The establishment of a convert
ible currency has been accompanied by a strict 

Tallinn skyline: Estonian industry is stirring global interest 

control over the amount of new money that can 
be issued. Any new money must be backed by 
an influx of foreign-exchange reserves. 

The tight controls initially created a sharp 
drop in industrial production as domestic com
panies were forced to live within their means 
rather than turning to the government to make 
up any deficits as they had under the Soviet 
system. But the policy also squeezed out infla
tion, now averaging 2.5 percent a month, and 
industrial output has been stable for four 
months. "The worst seems to be over," says Siim 
Kallas, governor of the independent central 
bank, the Bank of Estonia. 'The balance-of-pay-
ments surplus proves that Estonia is viable." 

Attracting Investment 
Indeed, multinational investors have clearly 

taken notice of Estonia's efforts to build a 
s t rong foundation for its developing 
economy. The country has already attracted 
some $250 million in foreign capital, money 
drawn to Estonia for its winning combination 
of geographic desirability as a trade route 
between Eastern and Western Europe, low 
wage rates, skilled labor and generous invest
ment-incentives. Among those investors is 
soft-drink giant Coca-Cola. The company set 
up a bottling plant with local partner Tallinna 
Karastusjoogid in May 1992. Another multi
national with interest in Estonia is Norway's 
Statoil, which established the subsidiary Eesti 
Statoil and is expanding its network of petrol 
and service stations in Estonia. Electrolux, a 
household name in white goods, returned to 
Estonia in 1992 after pulling out before the 
Soviet occupation 52 years ago. 

For many of those companies choosing to 
locate in Estonia, cost is a leading factor in 
the decision. "Production cost here is half that 
of our Norwegian operation, even when we 
are assembling 100 percent from imported 

Multinational investors: Building a strong economic foundation 

components," says Priit Raud, Electrolux's 
general manager in Estonia. 

The country's "peace dividend"—reaped by 
converting Estonian industry from military to 
peacetime production—is also proving to be 
a drawing card for international investors. 
"Arms plants had the pick of machinery and a 
skilled work force," says Raud, who is consid
ering installing his production line in a 
factory that used to make engine starters and 
transformers for the Soviet military. 

Business Incentives 
The Estonian government is doing its part 

to sweeten the pot for investors by offering a 
number of business incentives, including favor
able tax exemptions. Foreign investors will find 
that their profits can be fully repatriated, in 
any Western currency if required. Foreigners 
are permitted 100 percent ownership of 
Estonian companies, and joint ventures are 
actively encouraged as well. 

Where foreign investment accounts for at 
least 30 percent of a company's fixed capital and 
has a value of not less than $50,000, the 
company is completely tax exempt for two 
years after it earns its first net profit. Income tax 
is kept at 50 percent for a further two years. 

For those who make the decision to locate 
in Estonia, the country's entrepreneurs have 
been quick to develop businesses aimed at 
aiding foreign investors. For example, Mainor 
Ltd., once a state planning bureau for light 
industry, has become one of the country's 
leading investment consultants. The partially 

0 f news*1 • the leading English-language paper in the region 
• published weekly since 1990 in Tallinn, Estonia 
• airmailed to business, diplomatic, academic and 

private subscribers in more than 50 countries 
around the world 

• indispensable, reliable, digestible information for 
anyone with a serious interest in the region 

Annual subscription US $ 96 (or equivalent). Send checks 
or credit card details (Visa / Mastercard / Diners Club) to: 
Subscriptions, P O Box 45, 
EE0090 Tallinn, Estonia. Fax (372 6) 311232 
Advertising rates available on request. 



EAST IS EAST, WEST IS WEST. 
FOR BOTH, WE'RE BEST. 
Western and Russian shipowners alike choose Baltic Ship Repairers for 
fast high-quality work at attractive prices. 
Werepairawiderangeofshipsand marine equipment, and manufacture 
various metal structures, forgings, punchings and non-ferrous castings. 
Our shipyard has three floating docks, well developed shore facilities 
and highly skilled personnel. 
Our large area of operations and spacious workshops provide great 
opportunities for investment and development. Why not put us to the test. 

BALTIC SHIP REPAIRERS 
Kopli 103, Tallinn EE0017, Estonia 

Phone+(372 2) 479 435 

Fax+(372 2) 493 496 Telex 173 120 REMA EE 

ESTRANSlSl SERVICE 

With 30 years experience and the latest 
technology, ESTRANS-SERVICE is the 
No. 1 freight-forwarding company in Estonia. 

We offer: 
• shipping and chartering services from 

Tallinn 
• delivery of goods by air, rail or road 
• arrangements for transactions: buying and 

selling 
• customs clearance of goods 
• insurance and inspection of goods 
• any commercial transactions you require 

HIGH QUALITY SERVICES AT 
BARGAIN PRICES! 
Sadama 25, Tallinn EE0001, Estonia 
Phone: +(372 2) 601 859 or 428 335 
Fax: +(372 2) 421 889 Telex: 17 32 74 ETS 

A TC Terminal Ltd. 
O ^ ^ O W A R E H O U S I N G & D I S T R I B U T I O N C E N T R E 

• Warehousing, distribution and provision of 
storage facilities 

• Combing shipments for consolidated containers 
• Packing, picking and marking of goods 
• Customs clearance 
• Well-equipped heatable bonded warehouses 
• Good railway and highway connections to Baltic 

States and Russia 

Please contact our forwarders: 

1. Estonian Maritime Agency Ltd. 
Sadama 17, Tallinn EE0001, Estonia 
Phone: +(372 2) 601 723 
Fax: +(372 2) 444 808 Telex: 173889 ESTMA EE 

2. TOVAL 
Narva mnt. 7, Tallinn EE0102, Estonia 
Phone/Fax: +(372 2) 431 639 

3. Estrans-Service Ltd. 
Sadama 25, Tallinn EE0001, Estonia 
Phone: +(372 2) 601 859 
Fax: +(372 2) 421 889 Telex: 173274 ETS EE 

or directly with: TC Terminal Ltd. 
Paemurru 6, Maardu EE0030, Estonia 
Phone: +(372 2) 235 343 
Fax: +(372 2) 235 135 Telex: 173030 TCTER EE 



ARIKO 
GROUP 

EKE ARIKO 
Consulting Ltd 
Assistance and 
consulting for 
penetrating the 
Estonian market 

ARIKO MG Ltd 
Marketing 
Research 

ARIKO 
ReServ Ltd 
Recruitment 
Services 

EE0001 Tartu mnt 16 
Tallinn Estonia 
tel (372-2)427 480 

427 485 
fax (372-2)427 481 
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privatized firm seeks local partners 
for foreign companies and steers 
them through start-ups. 

Recruitment services, as well as 
business and management consulting 
and training, are also provided by 
business consulting firms like Eke 
Ariko and its subsidiaries. They also 
advise on market conditions and per
sonnel assessment. 

Foreign investors will find that 
research on the Estonian market
place is easy to obtain, thanks to 
Estonian firms such as EMOR Ltd., 
an opinion- and market-research 
center founded by Mainor veteran 
Karin Niinas. As a full member of 
London-headquartered Gallup 
International, EMOR has expanded 
into media, audience and market 
research. 

Investment Opportunities 
For foreigners just beginning to look for 

investment options in Estonia, excellent 
opportunities exist in a variety of fields, 
including timber and building materials, hotel 
construction, textiles and food processing. 

Swiss-Swedish engineering giant ABB Group 
already has a joint venture with local company 
Harju Elekter to manufacture low-voltage elec
trical switch gear and is looking to expand into 
other areas. "We see good growth in construc
tion, textiles, food processing and the ports and 
transit trade," says Bo Henriksson, president of 
ABB Estonia. Food processing is an investment 
target for several multinationals. PepsiCo Foods 
International has bought a potato-chip plant 
near Tartu,- Estgold, an Estonian company 
backed by U.S. investors, is manufacturing 
potato chips in the south. 

Another industry with considerable potential 
is boat building. Naviko Ltd., a yacht and sport-
boat maker, is looking for foreign partners to 
exploit its low-cost production. The private 
company has leased production facilities at the 
large and well-equipped Experimental Yacht 
Yard, rebuilt in conjunction with the sailing 
events of the 1980 Moscow Olympics, which 
were held in Tallinn. 

Even small investors are finding opportunities 
in Estonia. California-based Miramar Trading 
International has formed a partnership with 
Estonia's Liviko distillery to bring the top-of-
the-line vodka, Volganaya, to the United States. 
Under the Soviet Union, Liviko, a state stock 
company, was one of the top producers of 
vodka for Stolichnaya. So far, Volganaya is 
available in 28 states in the United States. 

The Banking Sector 
Those investors seeking financing will find 

that Estonia's banking sector is rebounding, 
after a shake-up late last year, which the 
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Shampoo factory: Estonia offers modern facilities and low production costs 

country's bankers say has left them stronger 
and wiser. Three of Estonia's largest banks 
were closed after they developed liquidity 
problems—the first time such enterprises had 
been allowed to fold in the former Soviet 
republics. "The survivors are in good shape and 
have become very cautious," says Bank of 
Estonia's Kallas. During the second quarter of 
1993, the banks' total share capital rose 
17 percent. 

Among the renewed banks is the Estonian 
Investment Bank, in which the Bank of Estonia 
and the European Bank for Reconstruction and 
Development (EBRD) are shareholders. The 
bank, which specializes in medium-term loans, 
expects to extend financing on some 15 pro
jects by the end of the year, for amounts 
between $100,000 and $1 million. 

New banks are also making a mark in 
Estonia. NOWE Bank, which was registered 
last year, now has two branches in addition to 
its head office and employs 52 people. 

Due to the uncertain position of many of the 
Russian banks, Dmitri Ilyushin, NOWE's 
chairman of the management, and others see 
Estonia's finance industry as well situated to 
serve international business in the region. "This 
leaves Estonia in a strong position to benefit 
from the growing number of transactions 
between businesses in the former Soviet 
republics and the West," says Ilyushin. 

It is impressive indeed that Estonia's ambi
tious reforms—from the banking sector to 
monetary policy—have placed it so quickly 
at the forefront of the former Soviet states 
when it comes to investment opportunity. 
And with the Estonian business sector firmly 
poised on the edge of the East—but now 
wide open to Western investors—the eco
nomic achievements in the two years since 
independence seem but a happy prelude of 
things to come. • 

NEWSWEEK/AUGUST 30, 1993 
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Hong Kong on the Baltic 
The country has a new role as a key trade route 

Bor centuries the sea has 
brought change to 
Estonia. Today it is 

doing so again, bringing new 
people, new trade and new 
industries as the country [ 
rejoins the free market and 
develops as a well-placed hub 
for trade and transit. 

"1 like to think that this will 
be the Hong Kong of the 
former Soviet Union," says 
Dmitri Ilyushin, chairman of the 
management of Tallinn-based 
NOWE Bank. "It is a bridge 
between East and West. Esto
nians know Russia, the 
language, the mentality, the 
way of doing business." Estonians know the 
West as well. Despite more than 50 years under 
the yoke of the U.S.S.R., the country's close 
proximity to Finland created an admiring 
understanding of Western culture that a gener
ation of Estonians saw daily on Finnish 
television in the years before independence. 
"Although we had no commercial culture, it has 
flooded back quickly," says Toomas Sildmae, 
Estonia's minister of economy. 

Booming Transit 
Already there is physical evidence of an 

abundance of transit business with the huge 
nation to the east. Coal from the Donets Basin 
awaits shipment to Western power stations on 
the docks of Tallinn. Russian-built cars and 
four-wheel-drives cram the decks of freighters 
heading for Latin America. Moscow-bound 
containers sway on railroad flatcars. 

In fact, a full 95 percent of freight passing 
through Estonian terminals is in transit to or 
from Russia and the other new republics, esti
mates Peeter Palu, Port of Tallinn general 
director. "We did 11 million tons last year," he 
says. "We expect that to be more than 14 
million this year." The traffic is important to 
Estonia, bringing in some $50 million a year. 

Palu hopes eventually to concentrate pas
senger shipping and cruise liners in the Tallinn 
city port, transferring cargo handling to the 
deep-water port at Muuga, 13 kilometers away. 
Muuga can take 150,000-tonners with depths of 
up to 18 meters. It has direct railroad links to 
Russia and is key to Russian wheat imports. The 
grain transshipment facility will handle 5 million 

Plans are in 
place to increase 
cargo capacity at 

Muuga to 25 million 
tons a year. 

tons this year,- Palu says 
plans are in place to 
increase cargo handling The Port 
at Muuga over the next 
five to seven years to more 
than 25 million tons a year. 

General Director, Port of Tallinn 

Shipping Expertise 
With 81 ships, the largest 

shipping line operating out of 
the Port of Tallinn is the state-

- owned Estonian Shipping Co., 
| ESCO. ESCO ships haul 
s timber and paper from Finland 

to the Red Sea port of Jidda, 
and general cargoes between 
the Baltic and the rest of 
Europe and from Europe to 

West Africa, along with regular container and 
Ro-Ro services to the Scandinavian countries, 
Belgium and Holland. Five new ships are being 
built for West African and North Sea services. 

As new markets open, the freight for
warding business thrives. Baltic Transport Ltd. 
operates a trucking service through the Baltic 
countries and on to the former Soviet republic 
of Belarus. The company also handles a 
growing volume of air cargo through Tallinn 
for SAS, Lufthansa and Finnair, some of which 
is then trucked on to Latvia and Lithuania. 
The company is 65 percent owned by the 
Finnish freight forwarder Huolintakeskus. 

A Link to the East 
Estonia's geographic advantage is proving 

of interest to investors who are making use of 

of Tallinn: A new role as "Hong Kong of the former Soviet Union" 

Estonian factories to manufacture goods for 
transport to Russia and the rest of Europe. Est-
Stein, an Estonian-Finnish construction-
materials maker, has built a healthy export 
trade selling roof tiles to the East. And Eesti 
Ehirus, one of the largest construction outfits 
in Estonia, exported 2,500 truckloads of 
precast concrete units last year for a town 
being built on a new site 330 kilometers south 
of Moscow. 

Both business and political leaders in 
Estonia note that the country's large Russian 
population gives them a particular expertise in 
dealing with the giant to their east. Russians 
make up some 30 percent of Estonia's 1.5 
million residents. They arrived during the 
Soviet occupation to work in heavy industrial 
plants and remain concentrated in Tallinn and 
the industrialized northeast. 

Independence was achieved without blood
shed between the two communities. And 
although some disagreement has arisen over 
the language requirement of Estonia's citizen
ship law, Prime Minister Mart Laar says that 
most post-independence tensions have eased. 
In addition, he emphasizes the importance of 
Estonia's Russian population. "The younger 
Russians are among the greatest supporters of 
the government," says Laar. "We want more 
and more active relations with Russian busi
ness, and the Russian community here helps to 
supply a link." • 

WHEN THE BALTICS MATTER TO YOU 

(DIE Iklifc (BbmrXttr 
NEWS FROM ESTONIA LATVIA AND LITHUANIA 

For weekly, up-to-date coverage of Baltic 

m^lmmmWZ 
Designed for Western readers. From the heart of the Baltic states. 

Published by BALTIC NEWS Ltd. 
Please send: 
$45.00 for 25 issues (weeks) H c O P Y LAND/BO/NW R Communicate With The Baltics/NW 
$85.00for51 issues (weeks) E | 558 Piligrim Dr., Suite A, H Akadeemia tee 21-G, EE 0026, 
$145.00 for 102 issues (weeks) H I Foster City, CA 94404 USA H Tallinn, Estonia 

Checks. Visa and Mastercard accented ' IS3 
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The Best of East and West 
Estonia offers an intriguing mix of ancient and modern 

ED uring the famed "white 
nights" of Estonia's high 

Isummer,Tallinn's Gothic 
spires and towers stand in black 
outline against the sky. The sea 
washes red in the distance, and 
the pastel shades of the elabo
rately gabled houses of merchants 
shine softly in the twil ight . 
Snatches of live music waft from 
vaulted cellars, and footsteps 
echo on cobbled streets. It is a 
magical scene. 

It is also a scene that was well 
guarded in Soviet days. A single 
ferry to Helsinki was the only 
link to the West. But that isola
tion is history now, with the flow 
reaching 2 to 3 million a year. 

Many foreign visitors do no 

much as a visa to savor the 
country's medieval cities, 
its unspoiled archipelagoes 
and lush forests. 

Further, Estonia's posi
tion on the edge of the 
former Soviet Union and 

| within the scope of televi-
S sion signals from Finland 
| has m a d e t h e c o u n t r y 
a an intriguing mix of East 
| and West. Before Estonia 
| had regained its indepen-
~ dence, those living in more 
I cloistered areas of the Soviet 

Union viewed a trip to 
Estonia as a trip to the West. 

Now those traveling into Estonia from the 
West will find striking and familiar Germanic 
architecture and Lutheran churches—and a 

Modern accommodations: The Vim Hotel 

o f v i s i to rs 

t n e e d so 

Through the fog: Sparkling spires 

hint of the East in Tallinn's Russian Orthodox 
cathedral. 

G e t t i n g T h e r e 
Getting there is increasingly easy. Super-

ferries with luxury restaurants and discos 
make the overnight run to Stockholm, 
while hydrofoils skim to Helsinki in 90 
minutes and cost $40 each way. SAS, 
Finnair and Lufthansa fly into Tallinn's 

— Estonian Railways 

Your par tner in transport between Europe and Russia, 
serving the Muuga and City ports in Tallinn. We 
carry coal, sugar, timber, grain, perishables and 
everything else you need, providing an essential link 
in container routes from Europe to the Far East. 

We also offer transit t rade to Eastern Europe via 
Ukraine and Belarus from Estonia. 

We have recently opened a new international passenger 
route connecting the Nordic countries with Central 
Europe: the BALTIC EXPRESS, travelling from 
Tallinn to Warsaw. 

We offer additional direct routes to Moscow, Vilnius, 
Riga and St. Petersburg, with a connection to Minsk. 

We guarantee you the quickest, most reliable service 
in the region at competitive prices. 

Estonian Railway — at your service in the international 
trade of the Baltics. 

State Company ESTONIAN RAILWAY 
Pikk 36, Tallinn EE0100, Estonia 
Phone : +(372 2) 624 300, 624 302 Fax: +(372 2) 446 231 

^m$&ALTIcWRANSPORT LTD 

Kanali Tee 1, Tallinn EE 0001, Estonia 
Phone +372-6-312 155, NMT +358-49-304 501 

Fax +372-6-312 190 

FREIGHT FORWARDING 
IN-HOUSE CUSTOMS BROKERAGE 
WAREHOUSING 
DISTRIBUTION 
CARGO HANDLING FOR FINNAIR, 
LUFTHANSA AND SAS. 

FINNISH/ESTONIAN JOINT VENTURE 

PROFESSIONAL 

INTERNATIONAL 

SERVICE-MINDED 
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international airport, renovated when the 
city hosted the sailing events in the 
Moscow Olympics and targeted for a $19 
million improvement project aimed at 
boosting service to Western Europe. The 
country's national carrier, Estonian Air, 
plans to expand its routes as well. 

Estonia's success as a tourist destination 
is partly price driven. A gourmet meal— 
salmon, steak and strawberries—served in a 
fine 17th century building in the capital 
costs less than $10. For the same price, a 
pleasant room with shower can be had in 
Parnu, a coastal resort town originally 
founded by the Knights of the Sword in 
the 1 3th century Finns stock up on excel
lent local vodka at $1.50 a bottle, and meat 
at a fifth of Helsinki prices. 

Visitors account for as much as a fifth of 
retail sales in central Tallinn. "They think 
nothing of popping over to Tallinn for the 
day to pick up some bargains," says Rein 
Ojasaar, deputy general director of Inreko, 
which operates a fleet of hydrofoils and 
ferries across the Baltic to Finnish shores and 
back. The demand for low-cost Estonian 
goods has also led Inreko to expand its opera
tions into the shopping arena: The company 
now operates six stores, selling food, drink, 
clothes and electronic goods. 

A Rich History 
For other travelers, Estonia's rich history is 

the attraction. The Teutonic Knights and mer
chants of the Hanseatic League—the ancient 
union of European commercial towns that 
once stretched from London to Novgorod— 
have left their mark in the medieval walls, 
rambling lanes and bastions of old Tallinn. 

The Olympic Yachting Center at Pir i ta: For Estonians and Western visitors seeking a nautical experience 

Atop the spire of the Gothic Town Hall, Old 
Thomas, the warrior weather vane, has shifted 
with the winds since 1530,- Town Hall Square 
in Tallinn's Lower Town was in use as a market 
as early as a thousand years ago. 

For those interested in exploring Estonia's 
more remote regions, there are more than 800 
seldom-seen islands off Estonia's coast. The 
largest of them is Saaremaa, whose castle and 
Gothic churches were built by German 
knights. For those traveling the Tallinn-Riga 
highway in May or September, the bird pre
serve at Matsalu—astride the great European 
migration routes—is not to be missed. 

Visitors anywhere in Estonia will also find 
that the development of a quality hotel network 
in the country is also well underway. "I am very 

optimistic," says Toomas Niinemae, a former 
police captain who has set up his own travel 
agency, Estravel. "Existing hotels are being 
upgraded, and new developments are in the 
planning stage." The Hotel Viru in Tallinn, with 
more than 400 rooms priced from $60 to $120 
per night, is attracting considerable interest 
from both locals and foreigners. 

Whether a traveler is seeking the great out
doors or a glimpse of the ancient past, Estonia 
has something to offer. The combination of 
superb medieval architecture, quiet seaside and 
forest getaways, and low prices is a rare one, 
according to Arvi Karotam, president of 
Estonia's Hermann Travel Ltd. "Add to that the 
warmth of welcome here, and it is easy to see 
why Estonia is becoming a great destination." m 
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SPECIAL ADVERTISING SECTION 

Estonia: Forging a Path to Prosperity 

For further information on investing in Estonia, please contact-. 
EESTI RAHVUSRAAMATUKOGU 

THE MINISTRY OF FOREIGN AFFAIRS 

Ravala 9 Tallinn EE0001 Estonia 
Tel: (372 2)691 221 or (372 2)455 210 
Fax: (372 2) 771 677 
Contact: Riina Kionka, Chief of Policy Planning 

In the United States: 
THE EMBASSY OF ESTONIA 

1030 15th Street NW, Suite 1000, Washington, D.C. 20005 
Tel: (202)789 0320 
Fax: (202) 789 0471 
Contact: Peeter Restsinski, Economic Counselor 

In Sweden: 
EMBASSY OF ESTONIA 

Storgatan 38, 11455 Stockholm 
Tel: (46 8)665 6550 
Fax: (46 8) 662 99 80 
Contact: Alar Streimann, Economic Counselor 

In Finland: 
EMBASSY OF ESTONIA 

Fabianinkatu 13 A 2, Helsinki 13 
Tel: (358 0) 179 528 
Fax: (358 0)179 859 
Contact: Mati Vaarmann, Economic Counselor 

AR3-94-00355 In Germany: 
EMBASSY OF ESTONIA 

Fritz -Schaffer-Strasse 22, bi l \5 Bonn 
Tel: (49 228)91 47 90 
Fax: (49 228)9147 911 
Contact: Sven Oksaar, Economic Counselor 

In the United Kingdom: 
EMBASSY OF ESTONIA 

16 Hyde Park Gate, London SW7 5DG 
Tel: (44 71)589 3428 
Fax: (44 71)589 3430 
Contact: Allan Sepp, Economic Counselor 

In Russia: 
EMBASSY OF ESTONIA 

Sobinovski per. 5, 103 009 Moscow 
Tel: (095)290 31 78 
Fax: (095) 202 3830 
Contact: Valery Saroka, Trade Representative 

Or representatives in: 
Brussels Copenhagen Geneva Hamburg Kiev 
Los Angeles New York Oslo Riga St. Petersburg 
Salzburg Seattle Seoul Sydney Tel Aviv 
Toronto Vienna Vilnius 

BALTY E S 
Hi-tech skills and experience 

Located in the centre of Narva, 210 km from Tallinn and 130 km from St Petersburg, this state-owned 
joint-stock company supplied equipment for the Soviet nuclear industry from its founding in 1947 until 1991. 
Our 48,000m3 production area hosts assembly, machining blanking and casting operations, as well as plastic 
and rubber processing, printed circuit boards production, welding and thermal treatments. 
Our main production volume consists of electro-mechanical wares, such as gamma-therapy apparatus 
for external and internal radiation treatment of oncological diseases, dosimeters and radiometers; we 
have more than 25 years' experience in producing gamma-defectoscopes, turbo-molecular vacuum 
pumps, special pumps for corrosive liquids and electro-mechanical and mimicking manipulators. 
Our system of quality control is based on the standards of ISO 9000. 
We are currently fulfilling orders from Sweden, Germany, Norway, England and Finland, manufacturing, in 
whole and in part, hi-tech equipment, invalid carriages, gas analysers and industrial centrifuges. 
BALTY ES is eager to co-operate with globally-oriented firms and is looking for a productive, long-term partnership. 

Linda 2, 
Narva 
EE2000, Estonia 

Tel: +(372 35) 3 3139 or 3 18 45 
Fax:+(372 35) 4 59 97 


