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  How Do We Measure Economic Freedom? 
See page 471 for an explanation of the methodology  

or visit the Index Web site at heritage.org/index.
2012 data unless otherwise noted.
Data compiled as of September 2013.

Quick Facts
Population: 1.3 million
GDP (PPP): $29.1 billion
3.2% growth in 2012
5-year compound annual growth –1.0%
$21,713 per capita
Unemployment: 9.8%
Inflation (CPI): 4.2%
FDI Inflow: $1.5 billion
Public Debt: 8.5% of GDP
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Estonia’s economic freedom score is 75.9, making its econo-
my the 11th freest in the 2014 Index. Its overall score is 0.6 

point higher than last year, with improvements in property 
rights and trade freedom offsetting a small combined decline 
in business freedom and the management of public spend-
ing. Estonia is ranked 4th out of 43 countries in the Europe 
region, and its overall score is well above the regional and 
world averages.

Over the 20-year history of the Index, Estonia has recorded 
an impressive score improvement of nearly 11 points, lifting 
the economy from the ranks of the “moderately free” to the 
“mostly free.” The country has recorded advancements in six 
of the 10 economic freedoms, including property rights, free-
dom from corruption, monetary freedom, trade freedom, and 
financial freedom, the scores for which have improved by dou-
ble digits. Market openness has been significantly enhanced 
and has facilitated Estonia’s impressive transition to a free-
market economy.

In a challenging global and regional environment, the Esto-
nian economy has demonstrated a high level of resilience 
and achieved swift economic rebound. Persistent efforts to 
restore fiscal stability by revitalizing the commitment to lim-
ited government have borne fruit. Decisive fiscal consolida-
tion measures have narrowed budget deficits and kept public 
debt under control.

BACKGROUND: Estonia regained its independence from the 
Soviet Union in 1991 and is a stable multi-party democracy. It 
joined NATO and the European Union in 2004 and the Organ-
isation for Economic Co-operation and Development in 2010. 
In 2011, it adopted the euro, making it the first ex-Soviet state 
to do so. With a liberal investment climate, foreign invest-
ments have risen substantially. Prime Minister Andrus Ansip 
of the Reform Party has held office since 2005, providing sta-
bility and implementing market-oriented policies. Estonia 
has become one of the world’s most dynamic and modern 
economies. It profits from strong electronics and telecommu-
nication sectors and has strong trade relations with Russia, 
Germany, Sweden, and Finland.
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THE TEN ECONOMIC FREEDOMS

Although there are occasional problems with government corruption in Estonia, the parlia-
ment strengthened already tough anti-corruption laws in 2012 to increase transparency and 
strengthen requirements for politicians to declare their assets. The judiciary is effectively insu-
lated from government influence. Property rights and contracts are well enforced and secure. 
Commercial codes are applied consistently.

The business start-up process is straightforward and takes about a week. The cost of complet-
ing licensing requirements has been cut to less than a quarter of the level of average annual 
income. The recently enacted labor law aims to reduce costs of dismissal. In 2013, the govern-
ment reduced subsidies to renewable-energy producers that were being financed by monthly 
fees on consumers’ utility bills.

EU members have a low 1.1 percent average tariff rate and, in general, few non-tariff barriers to 
trade. There are few formal barriers to foreign investment. The financial sector remains sup-
ported by efficient supervisory frameworks. With little state intervention in place, the competi-
tive banking sector provides a wide range of financial services. Non-performing loans represent 
only about 4 percent of total loans.

The top individual income tax rate is 21 percent. The top corporate tax rate is also 21 percent on 
the gross amount of profit distribution. Other taxes include a value-added tax (VAT) and excise 
taxes. The overall tax burden is 32.8 percent of total domestic income. Government expendi-
tures are around 38 percent of GDP, and public debt is less than 10 percent of the size of the 
economy. Austerity measures have put the national debt on a sustainable path.
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