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1. INTRODUCTION

“Estonian Enterprise Policy 2007-2013", approved by the Government ofepebkc, is an
entrepreneurship development plan that sets out strategic goatheamespective fields of
activities for enterprisedevelopment in Estonia in the years 2007-2013. The policy document is
supplemented by a three-year implementation plan that desanibasre detail the planned
activities, implementing bodies, and the desired outputs for the corresponding period

The Ministry of Economic Affairs and Communications has mapped ouprblelems and
identified priority fields of activity in close co-operation kitbusiness representative
organisations, consulted with the general public and taken into accouestiies of a number

of analyses and survéysn entrepreneurship. Experience from implementing the enterprise
policy for the previous period, “Enterprising Estonia 2002-2006” has alseglkay important

role in strategic planning.

Enterprise policy is important for guiding and promoting economic droand “Estonian
Enterprise Policy 2007-2013", the development plan of the fieldasecto many government
strategies, such as “Estonian National Budget Strategy 2007-20M@tjonal Strategic
Reference Framework 2007-2013", “Estonian Action Plan for Economic Gianvaldobs” and
“Strategy of the Ministry of Economic Affairs and Communiocas for the years 2007-2010".
The fields of activity of the Enterprise Policy are retidecin the objectives of the Strategy of
the Ministry of Economic Affairs and Communications under meaufes, 5.1.2, 5.1.3, 6.1.1
and 6.1.2 that support entrepreneurship.

The fields of activity described in the Policy have been infltedngreatly by challenges and
bottlenecks of entrepreneurship development and measures planned natelitthém, both of
which have been jointly identified and highlighted in the European Unioi), @&td described
in the Lisbon Strategy, the European Charter for Small EntespEsgopean Enterprise Policy
and other documents.

“Estonian Enterprise Policy 2007-2013” and the Estonian Research andreeet Strategy
“Knowledge-based Estonia II”, compiled for the same periodeurnide coordination of the
Ministry of Education and Research, are documents that compleméniotes. Close co-
operation between the implementing bodies will avoid duplication andecsgaergies in the
implementation of the development plans and finalisation of the programmes.

! The terms “enterprise”, “economic operator” andrtpany” in the policy are used in a generalizednireato
denote both companies and self-employed persons.

2 “Development trends of Estonian small and mediizaesenterprises” (Saar Poll, 2005)

“Entrepreneurial attitudes among the Estonian petpart” (Estonian Institute of Economic Research)20
“Study of Estonian exporters” (Ariko Marketing, 200

“Analysis of the Estonian SME sector” (Ministry BEonomic Affairs and Communication, 2005)

“Support Measures for Business in the National Ri®jrategy for 2007-2013" (Praxis, 2005), etc.



The innovation policy section of the Estonian Research and Developmesieg$t
“Knowledge-based Estonia II” guides the development of entreprEmpuihrough purposeful
activities to achieve the following objectives:

= foundation and growth of new innovative enterprises;

= co-operation of companies and research and development institutions, transfer of know-
how and technology;

= technological renewal of enterprises, growth of their developmepacitg and
productivity.

Enterprise Policy is also related to the development planshef @ields, such as the Estonian
Rural Development Plan and the Estonian National Development Plaro@mis; several
activities are planned to be implemented in co-operation with otheistmes. There are
significant areas where co-operation and links to other minigtreesital for entrepreneurship
development — development of the legal environment, reduction of dispairti regional
development and creation of conditions necessary for competitive emeepship in regions,
development of human resources that match the needs of entrepreneurship, and prorhetion of t
internationalisation of Estonian businesses.

Estonian National Budget Strategy 2007-2010

National Strategic Reference Framework 2007-2013

Estonian Action Plan for Economic Growth and Jobs

Estonian Rural Enterprise Policy Knowledge-based Estonian National

Development Plan 2007-2013 Estonia Il Development Plan

2007-2013 for Tourism
200%-210¢

Enterprise Policy
2007-2013
Implementation Plan

Figure: Links between the Enterprise Policy and other matigtrategies and development plans



1. OVERVIEW OF ENTREPRENEURSHIP DEVELOPMENT
1.1 Current Situation in Entrepreneurship

The history of private business in Estonia after the re-eskabént of independence is not long.
The country has nevertheless come a long way in a fairly simat which is evident from the
faster emergence, improved competitiveness and positive economit¢s reSuEstonian
companies. Only seven years ago there were 20 active companie®@@ residents; today
there are approximately 33. In 2005 there were 44,112 active companig8,26d active self-
employed persons in Estonia
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Graph 1.1.1Number of companies in size categories 1995-2006r¢®: Estonian Tax and Customs Board)

Numerous new micro-companies are the main reason for the tise mumber of companies,
although the number of companies from other size categoriesalnt&si<o grow faster over the
last few years. Proportions between the number of companies irnzéheasegories have not
changed notably over the years and most Estonian companiedl anesti-enterprises with up

to nine employees.

3 Source: Estonian Tax and Customs Board
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Graph 1.1.2Number of companies isize categories 1995 and 2005 (Source: EstoniarmidCustoms Board)

Operations in both domestic and foreign markets have been growaatjystd he net turnover
of Estonian businesses has more than tripled over the past tsnapelaexceeds 500 billion
Estonian kroons today. The export turnover of Estonian businesses hasemhdfeas and a
half times over the past ten years and medium-sized enterprises have seggetancrease.
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Graph 1.1.3Increase in turnover of Estonian businesses irdtmestic market and foreign market996-2004
(thousand Estonian kroons) (Source: Statisticsriato

In 2004 large enterprises accounted for about one-fifth of exports, althoygmaae up less

than 0.5% of all the companies in Estonia. Moreover, in 2005, the 50 largest exporters generatec
43% of Estonia’s export turnover. Approximately 15% of all businesgesrayaged in export;
compared to 1999 the number of exporters has increased by 8%.

Productivity and the value added in Estonia have also increased. Oveasththree years,
productivity has increased by an average of 10% a year and theaddle@ has grown by one-
third. Value added per company has increased by one-fifth in thaee. \&ill, the productivity



of Estonian companies lags significantly behind that in developed iWestentries and makes
up only 50.6% of the average productivity per employee in the EU membef.states
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Graph 1.1.4Dynamics of the value added in Estonian compadi@89-2004 (min EEK) (Statistics Estonia)

Through the increase in value added and productivity companies have implwied t
competitiveness and, consequently, business results. In 2004, approximmagetguarters of
Estonian companies earned a profit and 16% operated at a lossiv2@l one-fifth suffered

a loss and only 67% were profitable.
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Graph 1.1.5Number of persons engaged in entrepreneurshipeirdifferent size categories of companies 1995-
2005 (Source: Estonian Tax and Customs Bpard

Development of entrepreneurship and emergence of new enterprisgedtad new jobs: over
the past five years alone, the number of people engaged in entreprenéassimcreased by
8%, to 455,626 employees

4 Source: Eurostat, 2005
® Source: Estonian Tax and Customs Board, 2005



Over the past ten years the number of employees of largeprsesr has decreased while
increasing by approximately one tenth in SMEs. SMEs therdfave a significant role in
creating new jobs, thus contributing to achieving a socially balanced economlcpieent.

The majority of new jobs are created in Tallinn, the city itekdhome to more than half the
Estonian companies and where the largest number of new companestadieshed. Due to
well-developed infrastructure Tallinn has become a rapidly developuy centre for
entrepreneurship, and business opportunities in the capital are consaléedbetter than in
other regions. However, it is vital that the business environmenteutse capital be equally
favourable and attractive for companies, so that the full business igbtntll Estonia’s
regions be realized and regionally balanced development become @o$%blthat it is
important to develop the regions’ development engines of which Saadaepaharbour and
Sillamé&e harbour are today’s examples.



1.2 Enterprise Policy in Estonia, Past Activities ad Performance

The previous source document for the enterprise policy “Enterprisstgnida 2002-2006"
highlighted five priority areas of action:

1. Development of human resourcegich was targeted both at the reduction of regional and
structural unemployment and at raising the quality of labourreThee two courses of
action: encouraging entrepreneurship and developing the skills andekdgmmequired in
specific fields of activity. The programmes and activitiagied out under this section are
the following: a training and counselling programme, support for megtasnganisation of
training courses in tourism, on quality of management, on how to start a business etc.

2. Improvement of access to fundingjving SMEs better access to the existing financial
instruments and developing new financial instruments, to meet the méedswly
established companies and companies with high growth potential. Thidesctarried out
involve start-up support for new entrepreneurs, guarantees for busmessnd leases, and
support for the development of the infrastructure for entrepreneurship.

3. Development of a suppastructure for businesses, so that existing state support schemes
available to all SMEs throughout Estonia. Another aim in developingtthetures was to
support the establishment of incubation centres and industrial parks, aebyttlibe
development of services offered in incubators.

4. Promotion of information on entrepreneurshifhe aim is to guarantee that government
agencies distribute the information to economic operators as quickheféeively as
possible and that there is better communication between governnwes lamd business
representative organisations. The main activities of this fieldudec developing

www.aktiva.ee the information gateway for entrepreneurs, providing counselling and

information services at the entrepreneurship development centresrities, and launching
the entrepreneurship and innovation awareness programme.

5. Reduction of the administrative burddn ensure simplicity and transparency of the
administrative and regulative framework of entrepreneurship, whitthhelp to shape a
favourable business environment.

Since 2001 there have been support schemes for training courses, famtieg aind retraining
for company CEOs and employees, and for the use of external emsultall in order to
develop the knowledge and skills of entrepreneurs. Since 60% of economiKgsea cost as
the greatest obstacle to employee training, a growing numbéhnem use the respective
government subsidy: while in 2002 only 1% of entrepreneurs used thimgraupport there
were already 6% in 2005.

Although Estonian businesses are at present prepared to use camsséatices, the actual use
is still infrequent because entrepreneurs are not used to consal@nteave had no previous
experience with thefn Due to the low awareness of entrepreneurs it is difficultifem to

identify the areas necessary for strategic development anticimse appropriate advisers.

® Consultancy and Training Market in the EstoniasiBess Sector, 2005, Ariko Marketing



Significant differences in the quality of service providers is another prothlat has emerged in
the implementation of consultation subsidies.

Since 2001 the government has supported business investments by proviting stgpport
for starting entrepreneurs, and guarantees on business loans asddegserating and rapidly
growing companies. The state guarantees on business loans andheasgs the Credit and
Export Guarantee Fund (KredEx) so far amount to 1.9 billion Estonian kradmeh is
estimated to have created 2900 new jobs. The start-up support frorpriset&stonia (EAS)
has helped 673 new companies. Modernisation of the entrepreneurshigtruchure has
received 178 million Estonian kroons of support from companies’ progats through
municipal investments into industrial areas developed by local governments.

The national support system of entrepreneurship includes EnterpriseaEand KredEx. Both
institutions were founded when the reform of previous foundations began in 200&fdime

merged previously fragmented activities and several foundationsptovethe administrative
capacity necessary for implementing the support schemes. In 2003 athieetC of the
Government of Estonia approved the concept of a county-level networkelbpgment centres
who are contractual partners to Enterprise Estonia.

Until now, great emphasis has been placed on improving the foundatioyemisational
capacity and the quality of their services. In 2005, Enterpriseniastvas awarded the 1SO
9001:2000 Quality Management certificate which proves that akdtieities and processes of
Enterprise Estonia comply with the international standard. Enterfpsismia has attempted to
make the procedure of applying for support as user-friendly as possiel time spent on
processing applications has been minimized and applications carbiméted electronically.
E-applications for entrepreneurs’ start-up support were introduced in 20p&raof a pilot
project within the framework of the respective start-ups’ prograjrand during the very same
year approximately one-third of the applications were submitictrenically. In the future
Enterprise Estonia plans to introduce e-applications for other support programmeds as

In order to raise the awareness of entrepreneurship the infonngatteway for entrepreneurs,
www.aktiva.ee was opened in 2001, and county development centres offer information,
consultations and business advice in every county. Awareness OAktha information
gateway has increased continuously — while in 2002 a quarter of &stenirepreneurs had
heard of it and 31% were using it, by 2005 almost half of the eatreprs were aware of it and
44% of them were actively usind.itn 2005 the Estonian version of the aktiva.ee website was
visited approximately 56,000 times a month and the Russian version about fi61860a
month. On the average, every tenth entrepreneur contacts the cougltypdeant centre for a
consultation once a year; in counties with less entrepreneutinatyaapproximately one-third

of economic operators use the services of the centres. In 2006uthiy development centres
consulted entrepreneurs on 6,800 occasions.

Awareness of various national enterprise support schemes hasrb@@ggonstantly over the
years; at present, 84% of entrepreneurs have at least hearchotrii2002 as many as 71% of
entrepreneurs did not know where to get the necessary informatioy; dojaa quarter of
entrepreneurs are unaware of where to find information about support schemes.

" Development trends of Estonian small and mediumaescompanies 2005, Saar Poll OU
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Activities carried out under export policy have also contributedctoesing the enterprise
policy goals. Until now the main emphasis has been on developing exiatiescand serving
foreign investors. These activities and programmes have beendcauntiesince the 1990ies
already, and support for participation in international trade fairssudtation services, services
of the foreign branch offices of Enterprise Estonia, and servicésreign investors are still
ongoing. Since 2001 companies need to have an elaborate export planytdoaptport
marketing support which is granted under the export plan programme. Untjl 3it@v
companies have received support to enter new markets.

In 2001, the government export guarantee was launched, and it has beemdagiygrowing
popularity. Export guarantees that amounted to 31 million Estonian kroons in 2001, had by 2005
grown to 783 million kroons, an estimated 0.8% of the total exports of Estonia.

There have only been a few studies so far of impact assessaighte administrative burden
and its reduction. A “best practice on inclusion” has been drafted tovergokial partners in
the decision-making process, and an involvement gateway “Have Sé&yir(‘Raagi kaasa’)
has been set up. There have been proposals to develop a systemulatomgegmpact
assessment.
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Graph 1.2.1 Support per operating business in 2004-2005

Regional restrictions have been applied only to a few programontes éstart-up support and
grants for the development of entrepreneurship infrastructure). Towendiof support per active
company shows that in counties with low entrepreneurial activigh s$ lda-Viru, Jogeva,
Jarva and Pdlva, the supports have a greater impact on the bgsictessas a whole. There is
therefore no need for regional preferences or quotas in supportmprogsabecause experience
has shown that subsidies are distributed evenly and have a gngadet in regions with higher
unemployment and less entrepreneurship anyway. County developmeas gdayra vital role
in activating local economic operators and distributing informatiooutalmational support
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schemes. They work proactively to increase the awareness epremeurs, and provide
comprehensive help in preparing projects and submitting applications.

Approximately 7% of all operating entrepreneurs have received dujppor national support
schemes every year (in 2002 2%According to the table below, 5,842 projects were supported
by different support schemes during 2002-2005; grants amounted to 409 malioniaa
kroons and 3,033 million Estonian kroons were used for various guarantees.

Table 1.2.1Number of projects funded and total supports in 2002-2005 by support schemes

Number of funded |Total sums of support
Programme projects (mIn EEK)
Start-up support 673 71
Training support 1742 54
Consultation support 1184 24
Development of entrepreneurship
infrastructure 166 147
Export planning 372 113
Business loan guarantee9 754 924
Export guarantee® 951 1700
Total number of projects funded 5842
Total amount of grant aid 409

Methodologies for regulatory impact assessment are being degelOpee they have been
completed and the relevant data collected, it will be possiblendtyse the efficiency and
effectiveness of regulatory measures in the previous policy pednd, to assess the
implementation of structural funds in the business sector. Thefieste of impact assessment,
which evaluates the selection of programmes supporting entreprepewghibe completed
during the second half of 2006.

8 Development trends of Estonian small and mediuraestompanies 2005, Saar Poll OU
° Total of business loan guarantees issued by KredEx
1% Total of export guarantees issued by KredEx.
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1.3 Primary Obstacles to Entrepreneurship Developmd

Although entrepreneurship in Estonia has developed relativelyrfdstsacompetitiveness has
improved significantly, it continues to be dominated by companiesfiexate in the traditional
sectors and whose productivity and profitability per employee lag shrioeisind businesses in
the developed industrial countries. The current international compeg¢iisgosition has been
achieved largely due to inexpensive inputs, and is therefore vulnerdddepoEsibilities of
manufacturers relying on the price-based competitive advantage are dingnis

Survival in international competition depends increasingly on theyatmliconvert new know-
how and approaches into successful business. Since production costenia Bst already
close to those in developed countries, greater productivity is the onlytavanaintain or
improve the companies’ international competitiveness. There is roodevetopment since, as
stated above, the productivity of Estonian companies constitutes only 50.6% of the &fyeaver
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Graph 1.3.1Productivity of workforce per employee (EU25=100&%durce: Eurostat)

When moving towards a knowledge-based economy it is important td invieoadening the
knowledge and skills of managers and employees, to focus more on thes@socesating
value. Investments are also needed in the development and implemeoitatontechnologies,
as well as research and development. However, in order to éimavestments companies must
have access to external finance or be open to external investotzimipanew know-how and
entrepreneurial experience, in addition to capital.
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Successful internationalisation is equally vital to companieausecit ensures the market for
increased production and lowers production costs by introducing less expensive inputs.

Obstacles in many of the above-mentioned areas are the msam rgay companies today fail
to increase their productivity. One of the most serious barri¢hg isck of qualified labour that
companies need. Most economic operators claim to have difficultfesding employees, and
skilled workers and craftsmen are the most problematic, causffigulties to 70% of
respondents in a survey of businesses. The problem has become moreceenmared to 2002
when 57% of companies considered finding skilled workers and craftsmieuldifThe
following graph illustrates the availability of employees with differgualifications.
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Graph 1.3.2Difficulties with finding employees (1 — very ea®y/— very difficult) (Source: Development trends o
Estonian small and medium-sized companies 2005, FBabOU)

Since companies consider training courses expensive they trainethpioyees less than
needed. Many companies have not seen training as one of the wagsi¢e the shortage of
qualified labour. The shortage of labour with the necessary knowlaadeskills is further
aggravated by the “brain drain”, i.e. top specialists and skilled wot&aving Estonia, and the
aging of the population. In the coming years Estonia will reagituation where the number of
people entering the labour market will be smaller than the nuaih@rople leaving the labour
market.

Most Estonian companies operate only in the domestic market. Even thlimngéstic

consumption is seen to continue its increase in the forecastbefanetar future, the small
volumes of Estonia restrict the growth of companies oriented towhedsidmestic market
alone. According to the enterprise survey, one-third of companieghaiafinding a market for
their products and services is already today a serious probleraringpdheir development.
With ongoing globalisation and liberalisation of foreign trade, embgrminternationalisation
makes it possible to use the consumption potential of international tnheake achieve
economies of scale.
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Effective co-operation between companies is critical in thee aafs smaller production
capacities. Unfortunately Estonian small enterprises still faavairly low degree of co-

operation with partners, and of other elements of strategic managememany small

enterprises strategic management is not carried out consciauslganagerial knowledge and
skills do not meet the requirements of today’s increasingly knowledge-basearec

As stated above, companies must have access to capital in order to financeimaegiosents
targeted at increasing productivity. Despite Estonia’s relativellrdesteloped financial sector
and well-functioning capital markets there are areas where privaketsido not function and
government intervention becomes necessary. The percentage of companies f@cadssrto
capital is the biggest obstacle to development has dropped from 34% (2002) to 21% (2005), but
there are clearly distinguished types of companies for whom the problem isenores.
Potential entrepreneurs are also not to be disregarded. Accordinifpetosurvey of
entrepreneurial mindsets among the Estonian population, potential entuepreae lack of
financial resources as the greatest obstacle to setting upothei business. In addition to
insufficient possibilities to raise capital, (potential) entraptes often lack the skills, i.e. know-
how how to raise capital.
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Graph 1.3.3 Companies for whom raising capital is the key prob(% of representatives of the corresponding
group) (Source: Development trends of Estonian lsamal medium-sized companies 2005, Saar Poll OU)

As the above graph shows, potential entrepreneurs and new compaahiebtéiining financial
resources more problematic, than the average SME. Rapidly gromdrigraovative companies
and micro-enterprises also have difficulties raising investment capited icepital markets.

Due to these and other reasons (e.g. complexity of administpabeedures, lack of business
idea, scarce knowledge and insufficient skills etc.) the entragmahenindset among the

Estonian population is relatively inactive. People who have set @opany or are involved

with it constitute 5% of the working-age population. Nine per cent thbdut setting up a

company. Entrepreneurial activity in Estonia is therefore low3—c8mpanies per 1,000
residents. Entrepreneurial activity varies considerably from county to county.
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Graph 1.3.4Number of companies in counties per 1000 residar905 (Estonian Tax and Customs Board)

Entrepreneurship and the entrepreneurial mindset can develop dgstllyall of Estonia only
when large investments are made in the physical infrastrucssental for business, and
especially so in the less favourable areas. There are magionsein Estonia where the
infrastructure necessary for business has not yet been developedhemrdcampanies with
growth potential would not settle.

In addition to the relatively small number of potential entreprenancs many obstacles to
setting up a company, the survival rate of Estonian companiesoidoa. Slightly more than
half the companies (57%) are still viable three years adgistration, which indicates that a
large number of new companies are liquidated within three yedngioffoundation. There are
probably several reasons for it but the business environment (capésgiets, legal
environment, entrepreneurial culture, and support structures for beshéss a large role to
play in the survival rate.

Today’'s Estonian companies see the tax burden, legislation anaubraey as their biggest
obstacles to development. That is why Estonia’s legal environmemioicde considered
favourable to entrepreneurship and the entrepreneurial mindset. Thst liggesrs to company
development include the regulations of the respective economic sembiras extensive
reporting obligations and time-consuming official procedures. The gelptvlgescribes all the
obstacles to the development of entrepreneurship.
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Chart 1.3.5 Hindrances to entrepreneurship development (Soweeelopment trends of Estonian small and
medium-sized companies 2005, Saar Poll OU)

Based on the above, Enterprise Policy focuses on four main fieldstigfty: developing
knowledge and skills, supporting investments, supporting internationalisaitbaesveloping
the legal environment. Bottlenecks in each of the fields will beudised at greater length in the
beginning of the corresponding chapter.
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2. ENTERPRISE POLICY 2007-2013
2.1. Vision

The residents of Estonia are creative, innovative and enterprigopglePhave the skills and the
desire to convert their ideas into a business plan, and are able ttee geecessary resources
from the markets. The society supports enterprising people witv@urfable attitude and
acknowledges the role of entrepreneurship as the promoter of the uetgnomic
development and welfare.

Estonian companies are successful in international markets and ploglu@dded value with

their activities. High productivity, new or improved products and sesyi@and in-depth

knowledge of target markets and of internationalisation enable engésrpoisexpand into new
markets, thereby increasing production volume. Constant learning, irorogad development,

and familiarity with the companies’ development opportunities enablenian businesses to
increase their productivity and thereby results and revenue. Estbosinesses practice
corporate social responsibility towards the environment and the scanet there is sustainable
development of entrepreneurship.

Favourable business environment in all of Estonia supports potentialrentres, starting and
practising entrepreneurs, and among other things, attracts numeratdatgan investments
that go to sectors producing high value added. Elements of an enablingssudimate include
strong entrepreneurial culture, a legal environment conducive to es¢erpaind
entrepreneurship, the infrastructure necessary for business, andumnétning capital
markets.
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2.2 General Objectives

The long-term goal of Estonia’s economic policy is to increhseptosperity of the Estonian
people. Since entrepreneurship is economy’s growth engine, guidifgrimer’s development
is very important in the process. Enterprise policy shapes the misnesonment whose
inseparable parts today include, among others, national entrepreneughaot rogrammes
and development activities.

As a result of the successful implementation of the enterpoisgy Estonia is moving closer to
the following general objectives:

e Estonian entrepreneurs and employees are competent and professional and the people
are enterprising and innovative;

e Estonian companies have the means to make investments that are future-oriented and
increase productivity;

e The export capacity of Estonian companies has improved and their growth results fr
taking advantage of the opportunities of international operations;

e Estonian legal environment favours entrepreneurship and the entrepreneuriat.mindse

Following from the objectives, the activities and instruments to led us carrying out the
enterprise policy have been divided into four areas and the policfountaespective chapters
based on the areas.

The following indicators are used for evaluating how the objectives have le¢en m

Indicator Explanation Source Base level | Target level
(year) (2013)

Entrepreneurship Number of Estonian | 30 (2004) 40
activity businesses per | Tax and

1000 residents | Customs

Board

Enterprise survival | Number of Estonian | 57% (2003) 70%
rate businesses Tax and

active three Customs

years after Board

registration
Enterprise Productivity per | Eurostat 50.6% (2004)| 72%
productivity (of EU- | worker as
25 average) compared to

EU-25
Position of Estonia in Comparison of | World 16 Estonia is
the World Bank study 155 countries on Bank (2005) among the top
of business-related | regulations that 15 countries
legal environment, | favour or hinder
titted Doing Business| entrepreneurship

environment
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2.3 Enduring Core Values

Development of entrepreneurship and the business environment are strdaeglgpendent.

Changes in the environment can promote or hinder the development of emdtephip and

vice versa. Enterprise policy therefore affects directlyindirectly developments in several
other fields, such as natural environment, regional and local develgpngibyment rate and
social inclusion, culture, public health etc. Some of the developmentiesirable and improve
the welfare of people. However, thoughtless steps could affebtuiiiieess environment with an
irreversible negative impact that would dominate over the positive reshieved.

The planning and implementation of the Enterprise Policy is basedditioa to the general
objectives outlined above, on four enduring core values that are meanhatate positive
developments in the Estonian society and to prevent negative developmeig.programme
developing and political decision-making the following arguments helphtmse between
alternatives that have a similar influence on the main objectives:

e sustainable development — clean natural environment and healthy people;
e regional and local development;

¢ high employment rate and alleviation of social problems;

e development of the information society.

It is important that the growth and profitability of entrepraship are not achieved at the

expense of other members of society or natural environment. Hsé¢enpolicy supports
responsible development of entrepreneurship.
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2.4 Fields of Activity
2.4.1 Developing Know-how and Skills

When moving towards a knowledge-based economy it is first and detemmportant that
economic operators have access to information and new know-how, to ddaodtekilled
workforce and innovations generated by research and development. BesideBokn@nd
skills, creativity, innovation and an enterprising attitude are gquaportant for generating
new approaches and utilising them profitably. Investments in knowdmvskills require
considerable resources from companies. At the same time theglarenvestments because
the know-how and skills acquired are not liquid assets that can bet solgt given time. It is
difficult to forecast the effect that the development of know-how arsiitéé could have on the
growth of productivity, and the effect may not manifest itselfhie short term. As the share of
knowledge-intensive fields of activity grows, thereby increaduegrportance of know-how as
the prerequisite for company development, the government intervgnpartially covering
training costs. This is done to promote training which would make the-koamnand skills of
human resources meet the actual needs of companies. It is utitiieiyhe education system
will ever become sufficiently flexible to provide businesseshwappropriately trained
employees in a rapidly changing economy.

According to a study conducted among economic operators in 2005, 70% nof hidod
difficulties finding skilled workers and craftsmen, and 50% consider it difftouihd mid-level
specialists and technicians. At the same time, only 61% of estreyms have provided training
for their employees. Following from that, the government \altlet the initiative in organising
training courses of appropriate content and quality.

In addition to specific training, the problems resulting from thetage of qualified workers
can be somewhat alleviated by promoting co-operation betweentiedat@&stablishments and
companies. Students and graduates often have extensive theoreticaldg®ludt there are few
opportunities to gain practical experience. More opportunities to getigal work experience
help to mitigate the shortage of qualified workers and to improvegtiadifications of the

workforce at the same time.

It is not only employees who must continuously develop their skills,nanagers as well,
because effective management is vitally important for a gipwompany. Although companies
consider finding appropriately qualified managers the least pralignfinding managers is
still difficult for 41% of medium-sized enterprises. In more thaif bf Estonian companies,
none of the managers have a university degree in their professior358alpf managers have
attended long-term management courses, and all managers haweleattlong-term

management courses only in 12% of companies.

At present there is no conscious and strategic management innm@aoyenterprises, and there
are a number of fields where a novel approach to management coulthwensignificantly to
the company’s development. Familiarity with the barriers anaomeltions of corporate
development is one of the cornerstones of good management, and it isoviapport
companies in identifying and analysing the bottlenecks of their dl@went. There are plans to
develop for that purpose the so-called diagnostic instruments for n@agancluding audits of
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innovation potential, use of the possibilities of Information and Commumisaf echnologies
(ICT), export capacity, company productivity, and general development tapatzntial, etc.).

CEOs need many-sided information to make competent decisions. sartieetime only 33%
of economic operators have used external consultants. Diagnosticsltingnand mentoring
help companies to direct more efficiently their efforts and itmvests targeted at developing
productivity, enabling them to make calculated decisions based ayugfoanalysis. Quality
information, consultation and other services need development of the corregpsaogport
structures and networks of consultants offering the services. $noallicers and handicraft
companies are another important target group for consultation agribdiec services; they are
employers both for themselves and their family and friends.

Entrepreneurs’ lifelong learning is as important as the liglanoquisition and upgrading of
knowledge and skills of any other specialist. Among other things, important to improve

entrepreneurs’ knowledge of the challenges that an aging populaticam @ecreasing working-
age workforce represent. Entrepreneurs must be aware of the loiddertunities of flexible

working methods, and occupational safety.

In order to inspire entrepreneurs to study it is necessaryipatiam realise what they do not
know and to find the appropriate training and trainers. In addition tditraali ways of learning
they need role models and examples; interested parties ctimsgedvm true stories that teach a
lesson — success stories and best practices.

Prior knowledge of entrepreneurship is a significant factor thaieinfes how enterprising
people are. According to the survey of entrepreneurial attitudesgatnerEstonian population,
49% of the working-age population see insufficient knowledge and skitlseamain hindrance
to establishing a company. People’s knowledge about entrepreneurship izgd abe

entrepreneur is therefore a substantial factor in realisingenitrepreneurship potential. The
better the knowledge of how processes work, the less groundlesamfelaignorant opinions

there are about hindrances to establishing a company. Today onlypfl€é6ondary school

graduates have had a course in entrepreneurship.

Entrepreneurship education is not on the curricula of schools, vocatobmals or institutions

of higher education. The knowledge of young people about entrepreneurshipnanation
therefore depends on what is available at their school, i.éhitgastaff and their knowledge
and initiative. Lack of teaching resources, teaching methodolagiéseachers are the main
problems. Yet it is important that each graduate has sudfiki@wledge of entrepreneurship to
be able to spot opportunities and realise them through business. Equallyyees in a market
economy also have to be aware of how businesses operate and develop, artlewhat
employees’ role is in the value-creating process.

In one way or another entrepreneurship depends on all areastbatifeurround us. Formation
of a competitive business environment starts from thorough knowldédgel ainderstanding of
the needs of the business sector in the society. The soclatgalso needs to learn; attitudes
and values must evolve to make the cultural environment supportive of engegghip and the
entrepreneurial mindset. The media, public figures, drafters ofigmligublic servants, teachers
and lecturers, and of course entrepreneurs themselves have aramhpolé in making the
society’s values more favourable for entrepreneurship and theremeirial mindset. That is
why the target group for the enterprise policy in the field ofettging the entrepreneurial
culture is wider than just entrepreneurs and potential entrepreneurs.
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A strong cultural environment supports and emphasises the opportamitieseeds of inter-

company co-operation and acknowledges the benefit of joint efiartentrepreneurs. Co-

operation is critical for micro-enterprises who wish to exparfdrigign markets and overcome
obstacles resulting from small production volumes.

Obijectives in developing know-how and skills:

e entrepreneurs’ decisions are competent and professional,

e employees’ know-how and skills meet the company’s needs and the ropnga
accustomed to improving the know-how and skills of its employees;

e people are enterprising, they want to and can be entrepreneutsdd¢bay have the
necessary know-how and skills to be in business;

e the society has a favourable attitude towards entrepreneursnaegreneurship and
supports new and innovative initiatives.

Measures for developing know-how and skills:

1. Development of the know-how and skills of entreprenesr managers and employees
through promoting training modules and lifelong learning

e partial co-financing of the training courses purchased, to sitmtihe development and
updating of the employees’ know-how and skills;

e training of CEOQOs, distribution of new management ideas and guidingsSMiards
more conscious management;

e developing the tools necessary for a systematic development ofjuakty of
management (recognition schemes at different levels, databasenpfrative analysis
etc.)

e providing training services that are not available at a required standard orrkiet co@
to low demand, but which have a positive effect on the development of the
competitiveness of the company (including training provided by countylagewent
centres);

e promoting the co-operation between companies and educational institthirongh
supporting traineeships with the companies.

2. Consulting companies that are starting, that have growth potentiahnd that are going
international, in areas that promote productivity, growth potential and compeitiveness

e supporting active companies with growth potential to purchase exteomalulting
services in areas that enable significant improvement of growthnt@dteand
competitiveness;

e identifying the bottlenecks of corporate development, and consulting atirtieation
of them and realisation of development potential;

e extending the fields of competence of entrepreneurship consultanksngvon the
entrepreneurship support structure and in the private marketpgewgelan accreditation
system for entrepreneurship consultants and developing networks of cotsstdteaise
the quality and availability of comprehensive consultations;
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e consulting starting entrepreneurs (including at county developmentegsenand
mentoring by experienced entrepreneurs or specialists of a given area;

e developing the incubator services that entrepreneurs need and supttatsupply of
services in business incubators.

3. Increasing familiarity with entrepreneurship and innovation through distribution of
information and awareness raising in different groups of society

¢ increasing the awareness and knowledge of active and potentigrengners, company
managers, investors and engineers in the fields that are impéstaincreasing the
company’s competitiveness, such as innovation, technology, internatioaljsexport
etc.;

e information gateway for entrepreneurs, distributing current and nfasmation about
entrepreneurship and improving access to it;

e improving the understanding and general knowledge of decision-makers whkaatvor
different levels, on entrepreneurship and how it is affected by @slimmplemented in
different areas;

e increasing awareness of entrepreneurship and innovation in diffecergsgof society
through supporting various initiatives;

e drawing up and developing curricula and teaching resources to implove
entrepreneurial mindset and knowledge of entrepreneurship among pupils and students;

e improving the entrepreneurship-related and innovation-related knowledgatiitudes
of teachers, lecturers, researchers and other people working in educatimyh tlaining
and additional information.
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2.4.2 Supporting Investments

In addition to other resources entrepreneurs need money to carngibdiusiness plans. There
are a number of ways to raise capital — using personal satakgsy a loan with personal or
company property as security, involving investors and venture capitasing the help of
friends and family. Even though Estonia’s capital market iativelly well-developed by
comparison to other European countries, there are three problem &eyastine market does
not function today.

Based on the required additional investment forecast, companid® @ivided into two main
groups: businesses needing less than 200,000 Estonian kroons and businesseapidhos
growth or growing needs require one to five million Estonian kroomsiditional investment.
Approximately one-third of companies in both groups admit that finding the addtnamey is

a substantial problem for them. The third group includes projecks weity high risk where
relatively large investments are needed. Since traditional fadanstruments do not function
in the three areas, economic operators are unable to raiseedbhssary capital in private
markets, and the implementation of innovative ideas directed a@asing productivity suffers
as a result.

Difficulties in finding additional funding are particularly acute Starting entrepreneurs who
have no security, no well-formulated business plan or companyscfaiahistory to confirm
their creditworthiness. The riskier the idea the larger the tovesor creditor’s risk, which
reduces the possibilities of raising additional capital and inesegh® cost of loans. The smaller
the desired loan the less profitable it is for credit instituti@yscomparison with the business
sector in general, finding additional funding ranks first among the gmabbf small companies
and starting companies — 67% of entrepreneurs found the lack atifigapossibilities the
largest obstacle that they needed to overcome when starting their bidsiness

A large proportion of the population see the lack of financial ressufear of failure and fear
of debt as the greatest obstacles to starting a compheybést start-up scheme for a starting
entrepreneur is therefore comprehensive and contains access tosugipert services and
entrepreneurship-related information and knowledge, in addition to invessupport and
distribution of financial risk. In addition, a good start-up schemeasslyeaccessible for the
economic operator and is based on public-private partnership where the srdibc only
contributes in areas where private markets do not function.

A rapidly growing company that needs more investments is oftearedible for banks due to
insufficient equity capital. Companies with bigger turnover (ovetetinndlion Estonian kroons
a year) and growth potential also complain about the lack of fingqrapportunities; one-fifth
considers it to be a substantial hindrance to developgtétitthe same time these companies
are more willing than others to take bank loans and involve invedibes.solution lies in
intermediate financing in the form of an equity loan that makepithject more attractive to
both banks and investors.

" Development trends of Estonian small and mediuraescompanies 2005, Saar Poll OU
12 Entrepreneurial attitudes among the Estonian maijou, Estonian Institute of Economic Research4200
13 Development trends of Estonian small and mediuraescompanies 2005, Saar Poll OU
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Productivity growth in companies stems from the introduction of modsamblogy. Many
manufacturers in Estonia today have been caught in a vicious wihere they have no internal
finance to cover the necessary investments, because low progutéisinot generated enough
profit. Two-thirds of the companies who invested in fixed assets in 20@Q4used internal
finance and retained earnings from previous periods; leases @ktbbas were used mostly by
larger companiéd. Government support for investments in technology is above all needed in
small companies whose productivity is significantly lower than ititeistry’s average and
whose access to bank loans and leases is limited.

Involving external investors presents an opportunity for a simwatenatroduction of capital

and know-how necessary for the company’s development. However, Estotiepreneurs do
not have a favourable attitude towards external investors — only 2¥%esa as an opportunity
of raising additional funds. One of the reasons is the short andlestdlloping tradition of

investor relations in Estonia. Work should therefore not be limit@dpooving the possibilities

of additional financing for companies with different profiles, but shaigd include expanding
the companies’ know-how and skills on how to raise capital in an ajpgeporm and extent.

Here, attention must also be paid to Estonian investors to improv@dssibilities of investing

their available capital into Estonian business. Mediating conkstigeen potential investors
and companies in need of investment is one way of making the wisketsthe needs of the
parties in the capital market

Investments into infrastructure must also be supported, so thgprengarship could develop
equally quickly throughout the country. Estonia has many regions wherénfrastructure

necessary for business has not yet been developed and where comyangeswth potential

would not settle.

Obijectives of investment support:

e Seed capital is accessible to new entrepreneurs (including dogallys
disadvantaged);

e Enterprises of a different nature and characteristics have kils and the
opportunities to raise capital and to make productive and future-oriented
investments;

e Estonian investors use their available capital and know-how in Estonian SMEs.

Support Schemes for Investments:

1. Improving the SMES’ access to capital
e State guarantees for start-up and micro-loans;
e Launch of a traditional venture capital fund;
¢ Intermediate equity financing for operating and rapidly growing scaatipanies;
e State guarantees for loans, leases and bank guarantees.

4 Development trends of Estonian small and mediuraescompanies 2005, Saar Poll OU
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2. Supporting Investments

Start-up support to new companies;
Support for companies’ investments in modernisation of technology;

Support for companies’ investment in the development of infrastructuless
developed regions.

3. Developing Business Angel Networks and mediation of contacts
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Developing and supporting Business Angel Networks through support ohgaini
and of international co-operation;

Mediation of contacts between Estonian entrepreneurs and potéoreadn
investors, supporting companies in gaining access to foreign Busimegsl A
Networks.



2.4.3 Supporting Internationalisation

The Estonian market is small, and for local companies to fully realise tbeittgpotential they
will sooner or later have to start operating in foreign mark€nhtering new markets requires a
product that is suitable and adapted to the target market, knowbédgeget markets and
foreign operations, and a flexible and strong organisation. Non-compliartbe these
requirements is one of the reasons why only slightly more thateatieof Estonian companies
are engaged in export today.

Acquiring the relevant knowledge, consultations and information, findinggrarand adapting
the product to meet the clients’ requirements and standards inrgleé t@arket are connected
with very high sunk costs that a small company often cannot afteedo its limited production
volume and resources. Furthermore, the company and its product must béito@rgreough
already before entering a foreign market, to take advanfape growth potential of the larger
market.

Most of the companies surveyed in the Study of Estonian ExpSrézessmall enterprises, and
71% of them have less than 50 employees. According to the study, enges see their main
export barriers in fierce competition in foreign markets, lackesburces (lack of qualified
labour, lack of financial resources for development and marketing), giroduelated problems
(low production volumes and outdated equipment) and in problems associatgurositicts
and services (product development, compliance with quality requirements).

Lack of export-related knowledge and skills is also a problem fonpat@and new exporters.
The fact that only one-third of companies have a carefully weigikpdrt strategy or export
plan and only one-tenth of companies have an exports department or as exgoager, is a
source of considerable concern.

The Study of Estonian Exporters highlights the key contradiction arBstwnian exporters:
they consider quality and inexpensive inputs their strength but tteeyrable to guarantee
efficiency, profitability and sufficient production volume at tieguired quality. They lack both
the financial and human resources necessary to increase their compesitivenes

Above all, exporters expect the government to support the introductionnobative and
knowledge-intensive products, of export supports and stronger education and regional policy.

The government can support entrepreneurs in the different phasesrodiianalisation mainly
by the reduction of one-off sunk costs and distribution of risks oigior@perations. Supporting
internationalisation cannot be limited to supporting only entranceréogfo markets by export
or investments in the country of destination, since foreign investraedtsnexpensive inputs
from outside Estonia can have a significant influence on competitiveness.

Various measures and activities directed towards medimgéeeds of specific entrepreneurs
and the general objectives are therefore envisaged to support theatiotelisation of
companies.

'3 Study of Estonian Exporters 2004, conducted bka\Nlarketing on the order of Enterprise Estonia
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Know-how and consultations on internationalisation are the first thiaigriew exporters and
entrepreneurs who have not yet engaged in export need. A range ofimgask@port schemes
are targeted at enabling more experienced exporters to laweicpribduct in a foreign market.
Since a competitive product is essential to succeeding irgforearkets, supporting product
development and ensuring production resources are considered very im@irggutly more
than half the exporters engage in product development at present.

Co-operation between companies in product development and marketing isaimhimth in
the production chain and horizontally. It is therefore important to deve&gsures to promote
the formation of clusters and their successful operation.

Serving foreign investors promotes the inflow of foreign investmediigh in turn means
inflow of capital, technology, know-how, marketing channels and contaéistonia. Business
and investment climate must be improved continuously to reach the level of develapt&tes
in foreign direct investments per capita and to make Estonia a attosetive destination for
investments than our competitors are.

Furthermore, promoting Estonia as a country of origin and Estonsalasiness and living
environment supports both the export of products and services and the inflow of investments.

Enterprise Estonia follows the same objectives in developing a netaforits foreign
representations in key export destinations and in countries of origin of investments emal. tour

Government export guarantees are directed towards compensatiogiveaepayments from
foreign buyers and preserving the investments of Estonian companies in other countries

Objectives of internationalisation support:

e Growth in the export capacity of Estonian companies and wider export opportunities;
e Taking advantage of the possibilities of internationalisation in entreprénmgurs

e More prominence and a growing reputation of Estonia’s products and ite$sis
and investment environment.

Means of internationalisation support:

1. Development of the export capacity of Estonian companies
e Supporting the expansion of companies into new markets;

e Supporting joint marketing and the formation of clusters in co-operatith
professional associations and business representative organisations;

e Supporting participation in international trade fairs;

e State guarantees for export and investments.

2. Support to companies with services supporting internationalisation

e Supporting companies in finding inputs and technologies in international markets;
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Establishing support units for internationalisation and a counsellingoretto
provide advice in the destination markets;

Internationalisation-related information services (databases on texaod
investment, mediation of enquiries and business contacts).

3. Activities in the public sector, which promote internationalisation

Continuous promoting of the reputation of Estonia as an attractiveesssand
investment environment in the target markets for Estonian producteamces and
in the countries of origin of foreign investment;

Serving foreign investors to increase the inflow of foreign investsné¢hat are
technology-intensive and directed towards the creation of high value added;

Introducing the offset requirement in foreign procurements fagraef purposes, in
order to get new orders for Estonian manufacturers.



2.4.4 Developing the Legal Environment

The legal environment of a country has significant influence oriréleelom of operation and
the possibilities of entrepreneurs, their operating costs and thientierm competitiveness
of businesses. Furthermore, legal environment influences the engepat mindset of the
people: if it is simple to establish a company and to run the assarel if the costs related are
low, it motivates potential entrepreneurs to realise their business idea.

In a legal environment favourable to entrepreneurship and the entrepren@undaet, any
regulatory impact on entrepreneurship has been well weighed aifig¢gustnd administration

is simple and fast. Although Estonia ranks 16th among 155 countries WdaHd Bank rating

on the ease of doing businEss42% of entrepreneurs see legislation and bureaucracy as a
significant obstacle to developmé&htMore than a quarter of them (27%), mainly smaller
entrepreneurs, feel the direct restrictive impact of spdeifis or regulations on their business.
The complex administrative procedures related to establishing @acgmare seen as an
obstacle to establishing their own business by 44% of the workingegmegatiori®. One of the
problems is excessive notarisation of legal deeds, which is mw@dfim the World Bank report
Doing Business in 2006 — Creating Jbbshere Estonia ranks weakest among 155 countries in
terms of deeds requiring notarisation.

Current legislation and bureaucracy therefore have a negaipact on both entrepreneurship
and the entrepreneurial mindset. Furthermore, there is no commoicgmdhvolving interest
groups in policy formulation and legislation. On the one hand, half thetrgioiicials have
never or seldom involved representative bodies of entrepreneurs. On thbastiemore than
90% of representative bodies would like the ministries to inform there and involve them in
the preparatory phase of legislatiin

The legislation on entrepreneurship is being currently revisedsanplified to reduce the
unjustified negative impacts that the legal acts in force haventepeeneurship and the
entrepreneurial mindset. New drafts will include an impact aisathiat assesses, among other
things, the companies’ administrative burden resulting from complyitigtihe proposed law.
The objective of measuring the administrative burden is to eltmrecessive bureaucracy and
unjustified reporting obligations, which will reduce the time and mospgnt by the
entrepreneur and allow them to concentrate on fulfilling the main objectives morectioze.

Business representative organisations and the general public witivbleed in legislative
drafting, and the organisations’ capacity to have a say angtesent their members will be
developed, to ensure that new legislation on entrepreneurship and passdridments are
carefully considered, purposeful and implementable. Experience in high¢daglslation on
entrepreneurship enables Estonia to participate more effedtivitlg drafting of EU legislation
and to better represent Estonian businesses in the drafting.

18 http://www.doingbusiness.org/ExploreEconomies/Défaspx?economyid=65

" Development trends of Estonian small and mediuraescompanies 2005, Saar Poll OU

18 Entrepreneurial attitudes among the Estonian pjou, Estonian Institute of Economic Research4200

19 http://www.doingbusiness.org

20 study on public consultations in the decision-makprocess in Estonia 2004, PRAXIS Center for pditudies
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The action plan drawn up by the Ministry of Justice, Entreprenears(Ettevdtja Oiguy has
highlighted several areas that are insufficiently, inefficieotl excessively regulated from the
perspective of economic operators. The objectives highlighted imdthen plan have been
taken into account in the Enterprise Policy when discussing theatess where the legal
environment concerning entrepreneurs requires extensive reforms oafastedtments.

Attempts at shaping the legal environment must bear in mind tiatrestrictions on

entrepreneurship violate one of the fundamental rights — the freedarontuct business.
Violation of a fundamental right is permissible only when it haggitimate purpose and is
proportional with regard to the intended purpose.

Objectives of developing the legal environment:

Existing and new legislation is carefully weighed, purposeful andvevalinimal
compliance costs for entrepreneurs;

Communication with government institutions is efficient, simple aast for the
economic operator;

Entrepreneurship legislation, the involvement of entrepreneurs and coratimmsc
with government institutions are based on the principles of the infiamsbciety
and promotion of fair competition;

All government restrictions on entrepreneurship have a legitimaf@ose and are
proportional to the intended purpose, promoting free and fair competition.

Measures of the development of the legal environment:
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1. Introduction of impact assessments for new and existing ledgdion on
entrepreneurship

Pilot studies on model implementation and promotion of continuous impact
assessment in legislative drafting;

Training of officials carrying out impact assessments, antfittision of impact
assessment methods of entrepreneurship among other ministries;

Integrating the assessment of the administrative burden into tigodemaking
process of legislative drafting;

Developing methodology, including in international co-operation projects
methodology.

2. Effective involvement of companies, business representatieeganisations and the
general public in the drafting of legislative and strategic dcuments on
entrepreneurship

Using a broader public dialogue (round tables, collecting feedbackamye of
information, etc.);

Initiating activities directed towards the improvement of theacdy of business
representative organisations to enable them to participategisiakive drafting,
including training of the organisations;
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Involving companies in the legislative drafting and simplificatiprocess at the
European Union level.

3. Improvement of the international competitiveness of the legatnvironment for
businesses:

Company law: simplifying the setting up of a business and comatiorncwith
government institutions (by creating a one-stop-shop) and internahiathation

of the company by introducing modern information and communication
technology. Revising the taxation of self-employed persons to digmoura
entrepreneurs from opting for companies instead of the self-entpfoy¢axation
purposes alone;

Economic administrative law: continuing the simplification and harnatiois of

the regulation of the fields of activity with special requireragand making the
regulation transparent on the national and local level. Creatindraheework

where applications for operating licences can be submitted aowinetion about
the requirements on operating licences can be given at a onéasfmsluding

electronically. Revising areas that require contracts (includ@ignal supervisory
bodies);

Improving access to high-quality legal aid (including the avaitgbibf the
services of the notary public);

Reform of the labour law: revising the labour law and harmonizingtit ether
laws, primarily the Constitution of the Republic of Estonia;

Making government fees and charges cost-based: revising goverraesnarfd
establishing whether the rates are justified;

Making the economic penal law clearer: decriminalising thasamhere public
interests are not violated. Revising preventive measures (prohibitibnsoiess
and prohibition of operations), including recognition of cross-border preventive
measures;

Reorganisation procedure: creating a reorganisation procedureparats type of
procedure;

Organising the regulation of state and local government propentgohésing
public law regulations concerning transactions with private companies;

Conciliation procedure: supplementing the regulations of the conciliation
procedure that reduces legal disputes, as a result of which the nafbaurt
cases will decrease;

Revising legislation concerning intellectual property;

Updating the construction and estate planning law — simplifyidgrecreasing the
transparency of procedures to guarantee sufficient protectidimeanterests for
entrepreneurs and consumers, as well as the public.



3. IMPLEMENTATION OF ENTERPRISE POLICY 2007-2013
3.1 Management Structure

Enterprise Policy is implemented according to the three-ygaementation plan that describes
in more detail the activities to be carried out in the respegieriod, and the corresponding
implementing bodies. The implementation plan is reviewed annuallythenenterprise policy
document is also upgraded and the cost estimate is adjusted ag¢ordossible discrepancies
with the actual need for subsidies among companies.

The preparation and implementation of the Enterprise Policy-esdinated by the Ministry of
Economic Affairs and Communications, except in the development okgja¢ environment
which is under the Ministry of Justice.

All the fields of activity of the Enterprise Policy are maneless related to other ministries
whose contribution will also help to achieve the policy’s objectives. following table gives
an overview of the more important points of co-operation in the mmgation of the
Enterprise Policy (the highlighted activities are not reflected in theestighate).

Table 3.1.1llmportant areas related to the implementation of the Enterprise Policy

2007-2013:
Area of Ministry Ministries Important points of cooperation
activity responsible related
Development| Ministry of Ministry of Entrepreneurship education,
of knowledge| Economic Education and | guaranteeing the availability of worker
and skills Affairs and Research with relevant qualifications
Communicationg
Support for | Ministry of Ministry of Development of the physical
investments | Economic Internal Affairs | infrastructure of entrepreneurship in th
Affairs and less-developed regions

Communications

]

Foreign labour as a possible source
alleviating the companies’ need for
labour in a situation where the market
lacks workers with the necessary
qualifications

UJ

Communications

]

Development| Ministry of Ministry of Development of the whole legal
of the legal | Justice Economic environment
environment Affairs and
Communications
Support for | Ministry of Ministry of Start-up support for financially
investments | Economic Social Affairs disadvantaged new entrepreneurs, act
Affairs and labour market policy

ive
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The implementing bodies for the activities carried out by the $itiniof Economic Affairs and

Communications are Enterprise Estonia, the Estonian Credit and EZparbintee Fund
KredEx and county development centres. The planned activities glemented by the
respective implementing body or the beneficiary of aid withenftamework of the programme.
The foreign representations of Enterpri