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ABSTRACT

What are the lessons learned?

The aim of this article is to analyse the lessons learned during the economic crisis in Estonia, a successful small country. The
main emphasis of the analysis is on the professions that primarily define economic results - managers and top specialists. On
the other hand, Estonia can be used to make generalisations about other countries, especially in a situation, where in 2012,
the gross domestic product (GDP) of the euro zone as a whole was negative and South European countries are experiencing
great financial difficulties. The Estonia can be viewed as a small economic model that not only allows making generalizations
about the new European Union (EU) Member States in Eastern European, but also for other states. Analysis concentrates
mainly on professions (workforce) in relation to the economic crisis.
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1. Introduction

Estonia, a member of the EU and the euro zone, has a mod-
ern market-based economy and one of the higher per capita
income levels in Central Europe and the Baltic region. Esto-
nia’s successive governments have pursued a free market,
pro-business economic agenda and have wavered little in
their commitment to pro-market reforms. The current govern-
ment has followed sound fiscal policies that have resulted in
balanced budgets and low public debt. [1,2,3]

Estonia can be viewed as a small economic model that not
only allows making generalizations about the new EU Mem-
ber States in Eastern European, but also for other states.
[4,5,6,7,8]

Analysis concentrates mainly on the primary sectors of the
Estonian national economy and professions in relation to the
economic crisis. The analysis will focus on the professions
that have experienced the greatest changes and have affect-
ed the process of overcoming the economic crisis the most.
The situation before, during and after the crisis will be viewed.

The efficiency of the work performed by companies in con-
nection to the crisis period, has been discussed in other ar-
ticles, which provide the according methodological and theo-
retical foundations. [4,6]

The techniques and labour market survey definitions used by the
authors have been specified in Eurostat [9] and ISCO 08 of ILO [10].

How has the economic crisis affected business and specific
sectors of the economy, and what are the lessons learned?
This is discussed in the following analysis on the basis of Es-
tonian companies. [4,5,6,7,8]

2. Estonian economy growth
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Figure 1. Real GDP growth rate in Estonia [12]

Source: the authors’ illustration

The development of the Estonian economy before and after
the crisis was one of the fastest in the EU. Yet, the crisis led
to a very deep recession, which was one of the greatest in
the world, as well as in the EU, and lasted for nine quarters.
Thus, the country covered two extremes. On the other hand,
it also shows that the reforms carried out in the past were
successful and established a base that enabled exiting the
crisis successfully. In particular, this meant creating favour-
able conditions for business. Again, GDP growths in 2011 and
also 2012 are among the highest in the EU.

3. Employment in Estonia

Analysis concentrates mainly on the primary sectors of the
Estonian national economy and professions (workforce) in re-
lation to the economic crisis. Let us look at the four major sec-
tors of the economy with the largest gross domestic product
and the greatest number of employees: industry, construc-
tion, trade and transportation. The analysis will focus on the
professions that have experienced the greatest changes and
have affected the process of overcoming the economic crisis
the most. The situation before, during and after the crisis will
be viewed.
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Figure 2. Employed persons of Estonia, thousands,
branches, 1992 — 2012 [14]
Source: the authors’ illustration

In 2012 economic activities persons (EMTAK 2008) total was
624.4 thousands. [14]

Table 1. Employed persons by occupation [16]

[2006 [2007 2008 [2009 [2010 [2011 ]2012
Employed persons, thousands
Total occupations |646.3 [655.3 [656.5 |595.8 [570.9 [609.1[624.4
Managers 725 [745 [69.7 [64.1 [61.2 [54.9 [55.9
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Specialists 99.2 [96.5 [89.9 [96.5 |114.1 |118.9 |120.2
Proportion of the employed (total=100), %

Managers 11.2 (114 [10.6 [10.8 [10.7 [9.0 ]9.0
Specialists 15.3 [14.7 [13.7 |16.2 [20.0 [19.5 ]19.3

Technicians 128 [13.2 [13.6 |(14.0 (109 (129 |13.6
and associate

8 CM - Corporate managers

) GM - General managers
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Figure 3. Employed persons in Estonia, by occupation,
thousand [16]
Source: the authors’ illustration

A number of large companies and thus also their managers
from the Soviet times remained active during the first years of
the restored independence. However, the radically changing
markets resulted in the liquidation of many of them, while oth-
ers were restructured. The situation stabilized in 1995. The
number of large company managers also stabilized.

However, a noticeable CM (corporate managers) decrease
took place in 2006; interestingly, a large increase in the num-
ber of small company (SME) managers also took place during
the same year. The strategic plans of larger companies are
created in advance; cooperation agreements and the sort are
sought out and concluded with business partners. Compared
to 2006, the number of managers in Estonia grew significantly
in the two following years, while the trend was the contrary for
SME. In 2008, the number of managers was already 49,600,
which is the highest it has been since 1994. The number de-
creased to 38,900 in 2009 and 2010. This showed that the
economic crisis reduced their number by more than one fifth
(21.6%) in two years. But again, this decline was significantly
smaller than the same ratios for SME managers.

When the Estonian economy was prospering, the number
of managers also increased sharply from 2005 onward. CM
managers increased 2008th was the last 10 years record
highs. That same year, but the entire economy (GDP) fell by
4.2%.

Bankruptcy proceedings in Estonia may sometimes take
years, but the decrease in the number of managers provides
more operative information.

Sadly, a large number of the managers were incompetent;
they lacked both economy and management related knowl-
edge and experience. There was a shortage of information
capital. There were also differences in the way they regarded
work, here meaning the success of the company, as well
as the managers’ abilities. Managing private businesses re-
quires great efforts, especially during difficult times. Not eve-
ryone was capable of that; for some the reasons had health
issues — low capacity for work. Connections that enabled get-
ting better orders also played their part. Corruption, indecent
competition and other actions unacceptable in business must
also be mentioned.

Thus, leaders, especially leaders of CM, could not slow de-
cline in the Estonian economy. It was not realized until two
years later, than in 2010. CM managers had declined over the
heads of 10,700, or 21.6%.

Hence, another lesson: after the restoration of part of the
former state-owned enterprises were owned by suspicious fi-
nancial transactions. Since it was a relatively small company,
most of them worked as well as leaders.

Simultaneously, there was a lack of education and experience

to manage a business necessity. As the chief of knowledge
was missing, then it had to buy the service. Recruitment was
invited to a number of top professionals.

The number of managers in Estonia was record high in 2007
— 74,500; by 2011, their number had dropped to 54,900. The
decrease was 19.6 thousand, i.e. 26.3%.

Than in 2004, when the economy expanded successfully, ac-
counted for professionals only 13.2% of employment, but in
the following year, their share increased significantly, growth
from the 2010th was in 19.1%, respectively. From 2004 to
2010, the number increased by 30 thousand, or 38.0%.
Greater increment gave other specialists, growth was 17 700.
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2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 ( 2008 | 2009 | 2010 | 2011 | 2012

I—O—Managers 66,4 | 62,6 | 63,8 | 63,3 | 68,4 | 69,8 | 72,5 | 74,5 | 69,7 | 64,1 | 61,2 | 54,9 | 55,9
I—O—Specialists 785|759 | 82,4 | 81,8 | 78,1 | 89,7 | 99,2 | 96,5 | 89,9 | 96,5 [114,1|118,9[120,2

Figure 4. Employed persons in Estonia, by occupation,
thousand [16]
Source: the authors’ illustration

The trend in the change in the number of top specialists was
the contrary and had a one year shift. Their numbers increased
from 89.9 thousand to 120.2 thousand during the years 2008
to 2012. The increase was 30.3 thousand. If someone had
received a fortune during the good times and created a com-
pany (the time of rampant capitalism), they soon discovered
that in difficult times they lacked information capital. People
thought that if God gave the profession, he would also give
the brains. But that was not always the case. The managers,
who realised this, hired someone smarter than themselves —
a professional; while those that didn’'t went bankrupt during
the economic crisis. The number of top specialists began to
slowly rise already several years before the peak of the crisis,
and continued to increase sharply during the crisis.

Their numbers increased by 30.3 thousand, i.e. 33.7% (!) dur-
ing the years 2008 to 2012. Thus, incompetent managers led
the state into the crisis and top specialists brought it out of the
crisis. These trends are pertinently illustrated by the figure.
While in 2004 there were only 9.7 thousand top specialists
more than there were managers, then in 2012, the indicator
was 64.3 thousand — a 6.6 time increase in difference.

Nearly a quarter of the managers were working in
the public sectors (2012 = 26.5%) and three quar-
ters in the private sector. This ratio was the same both
during and after the crisis. Slightly more managers
worked in the private sector during the pre-crisis years.
The share of top specialists was greatest in 2001 (65.6%) and
smallest in 2011 (51.1%). During the same time, the share of
top specialists working in the private sector grew one and a
half times, reaching 48.9%. There was a small decrease in
2012.

While in 2007 there were 2,400 managers employed with
more than one job, their numbers decreased to two thousand
in 2010, the year with the largest unemployment levels; but
after that, their numbers increased again, rising to 3,100 in
2012. This indicates that some managers were not entirely
occupied with the work of their company. The number of top
specialists employed with more than one job decreased two-
fold during the years 2000 to 2004, and then remained stable
for the following four years; it began to increase sharply from
2009 onward, reaching 14.9 thousand in 2012. This indicates
that their main jobs could not use their knowledge to the fullest
and also that demand for them increased. On the other hand,
small companies (SME) only needed them partially, because
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many could not afford to pay wages for fulltime employees.

When the 2012th came from every male driver of one of the
top specialist, then each female driver on 4.5 professional ex-
cellence.
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Figure 5. Employed persons by occupation of Estonia,
thousand [16]
Source: the authors’ illustration

In 2007, 49.7 thousand of the 74.5 thousand managers were
men (66.7% share) and 24.7 thousand were women. In
2012, the indicators were respectively 37.6 thousand (67.3%
share) and 18.3 thousand. The relative share was practically
the same. In 2012 there were 83.2 thousand women (69.2%
share) and 37.6 thousand men among top specialists, i.e. 2.2
times less. Is this enough to make the conclusion: the econo-
my of the country was saved by smart women?

Regardless, managers and top specialists comprised only
28.2% of employed persons in 2012. Thus, the representa-
tives of other professions also need to be considered to give
the final evaluation. There were very diligent people in each
group of professions, but also lazy people. A thorough and
substantial in-depth analysis would provide a more detailed
overview of the issue.

Regardless, their contribution to the economy as a whole is
different. The final result depends most on the managers’ de-
cisions and on their skills or how much they take other peo-
ple’s advice into consideration.

Summary

e Estonia was brought out of the economic crisis mostly
through the sharp incorporation of top specialists. Using
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their information capital skilfully was the key to success.
The majority of the top specialists were women. Smart
women saved the Estonian economy.

After the crisis, the age of the managers increased, and
thus also their experience. The age-old truth — one also
needs experience in addition to money.

A crisis inevitably cleans the economy with its harsh mar-
ket economy laws; the weaker fail to keep up.

The share of the main nationality, Estonians, was larger
both among managers, as well as top specialists. Thus,
patriotism plays its part in difficult situations.

The new, more flexible Employment Contracts Act of Es-
tonia also helped exit the crisis better.

An increasingly important problem is that there is not
enough qualified workforce, which is already hindering
the development of business. A seeming contradiction
has appeared: on the one hand there is relatively large
unemployment and on the other, an increasingly large
amount of vacant positions.

The need to constantly increase people’s qualifications
also falls into this category, because outdated knowledge
and experience soon becomes obsolete; changes in the
economy are quick to occur.

An increasingly important problem is that local people
move abroad in search of work and higher wages.

This is directly related to the need to raise the low wages
and thus also increase labour productivity and the quality
of the workforce.

People are already recommending bringing cheap work-
force in from where wages are even lower than here. At
first just unskilled workers, but also skilled workers and
specialists.

The fact that the public debt was very small and that the
state budget was balanced for most years, was important.
Still, the basis for exiting the crisis was already created
with the large-scale market economy reforms initiated
and implement since the time Estonia regained its inde-
pendence.

Let us repeat the main position of the data, i.e. informa-
tion society: information capital (education + experience)
is the greatest asset. This was also confirmed by Esto-
nia’s experience in exiting the crisis.
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