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FICE’s opinion on Estonian taxes 
made front page news 
 
The Foreign Investors’ Council’s in Estonia (FICE) opinion on Estonian 
taxes has now been expressed in an article written by FICE’s Chairman 
Martin Breuer. 

The article was published in Äripäev Wednesday 13.05.2009 and an English text version is 
available in the following pages of this NewsLetter. 
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FICE 
Raising taxes is not the solution 
 

Recently various sides have made a call to raise income taxes. Also the 
Minister of Finance has proposed such direction to solve the budget 
problem of the government.  

The Foreign Investors Council in Estonia (FICE) finds these ideas very 
alarming.  Going that direction would destroy the unique niche of light 
government, light bureaucracy and light taxes that Estonia has carved 
out for itself over the last 17 years. 

Many in Western European countries watched our development with respect and admiration. 
Estonia became the brave example of a light model of government for countries and policy 
makers worldwide… 

Certainly, times are against us now seen from a global perspective and also in Estonia crucial 
things went wrong or were misguided: We rode a too fast economic growth, which was 
unsustainable with a too limited labor force and insufficient productivity gain; Many 
investments were consumptive and not productive; Education could not catch up fast enough.  

This all is true, but it should not blind us from appreciating and protecting the important 
foundation of the ‘Estonian Model’.  
From the very beginning the successful inflow of foreign investments to Estonia was rooted in 
the Estonian model of light government. A model that made Estonia the darling of the 
Economist and of the IMF.  
This model is still very much valid today. It might by itself not be a sufficient answer to solve 
all economic problems but it is a pre-condition.  

FICE is convinced that the ‘Estonian model’ is one of the few effective weapons that we as 
small country can deploy. We urge policy makers to keep well focused on the ‘Estonian 
Model’.   

Politicians that call for a raise in tax, play a dangerous game against the competitive 
position of the Estonian economy. Already now the total tax burden on labor in Estonia 
is among the highest of developing economies in Europe. Many people forget that the 
income tax on salaries is only a minor part of total taxation on each EEK that is paid 
out as a salary. In fact the employer today pays an additional 33,3 % of taxes on top of 
the gross salary. This means that from each 1000 EEK that you and I receive gross, 
another 549 EEK  goes to government at this moment. Investors in new jobs look at the 
total tax burden on income. Therefore FICE opposes any increase in the income or 
social tax rates.  

FICE is convinced that if Estonia would decide to raise these taxes, Estonia might indeed be 
able to fool itself in the short term, but that happy party will only last for a year or two before 
we then all will wake up with a major headache. The hard and raw reality will hit business and 
employment once more. Most foreign investors will then have turned away and the 
uniqueness of the Estonian model will have lost all attraction.  

FICE fully supports the goal to join the EURO as soon as possible, which places an 
additional pressure to get the state budget deficit under control. In our opinion the 
state has to (and also can) further reduce its expenditure. The current situation or 
austerity is not comfortable for Estonian citizens, but it is necessary in our opinion. 

At the same time FICE recommends government to start to take effective measures 
against the wide spread -and increasing- practice of tax evasion and black salary 
payments. This should have a higher priority over any proposal to increase taxes. If all 
companies and citizens would pay their taxes fairly, the deficit problem would become  



FICE 
 

a smaller one. Our argument here is also about ethics. We should pride ourselves to 
become a society where taking a free ride at the cost of others will be considered 
unethical.  

Let’s not play panic football, but maintain the winning combination that has attracted, and 
kept, investment in Estonia. Evolution, not revolution, and incremental change, not policy 
turn-around should guide us. Consistency in tax policy will serve us best. 

Entrepreneurs and citizens will both face a couple of tough years, but meanwhile FICE 
suggests not to throw away the values that have made Estonia so unique and special 
in the eyes of foreigners. 

 

 

     

 

 

  Martin Breuer, Chairman FICE   

 

____________________________ 

 

FICE - Foreign Investors' Council in Estonia is a lobby group acting on behalf of the 
American, Austrian, British, Danish, Finnish, German-Baltic, Holland, Norwegian and Swedish 
Chambers of Commerce, Business Clubs and Marketing Offices in Estonia. 

 
Together, the nine countries represented in FICE account for more than 80 % of the total 
foreign direct investments in Estonia. 

 

_______________________________ 

 

Forwarded by: 

 

Kristiina Sikk 

FICE Secretary 

SCCE Ombudsman 
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