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Despite such success, the reform process embarked by Estonia is little
known--even in academic circles focusing on the region's reforms. Perhaps due

to its small size or prejudice held by old-time Sovietologists, there is a noticeable
lack of material on Estonia compared to most of the region. This special issue of

Demokratizatsiya is meant to help redress this problem by presenting an inter­

esting collection of articles on Estonia's transition and reformo
One of the most intriguing aspects of Estonia's reform is its liberal economic

policy, which is highlighted in articles by academics Magnus Feldmann and
Andreas Freytag. Feldmann focuses on Estonia's extremely liberal trade policy,
which helped Estonia redirect its economic activities within a very short time. In
another approach, Freytag examines the country's policies more generally, tak­
ing special interest in their tlexibility.

Although Estonia's economic policies are one of the topics more commonly
studied by academics, this special issue sought to present some well-examined
issues along with lesser known aspects of Estonian reformo One of the more
examined areas is Estonia's integration policy, which, as Greg Feldman suggests
in his article, is a manifestation of natural development of security. Merje Kuus
also takes an innovative approach to discussing the changing debate on the con­

cept of security in Estonia.
Some of the les ser known areas of Estonia's reforms are covered by two of the

most eminent academics at Estonia's Tartu University. Peeter Vihalemm, head of

the university's journalism department, examines the developments of Estonia's
media throughout the transition periodo Marju Lauristin, one of the majar figures
of the freedom movement, surveys the social challenges of the transition periodo

This issue also features separate but intrinsically linked interviews with two

of the reform's key players. The interviews with two former prime ministers­
Mart Laar, seen as the craftsman of the entire reform process, and Siim Kallas,
the "father" of the kroon and the champion of economic reform-give a fasci­

nating insight into the minds of reformers at a point where they can enjoy the
fruits of their labor.

This special issue does indeed take a different approach in introducing Esto­
nia's successful reforms to the wider community. Instead of covering every core

area, a much more esoteric choice of articles is presented to give a more varied
view of this unique northern European country. My sincere hope is that this issue
becomes a springboard for further academic research into Estonia, especially in
fields less exposed in the past.

"Just Do 11"
Interview with Mart laar

Editor 's Note: Mart Laar and his wife Katrin were in Mexico by invitation of the

foundation that was born from the citizens' coalition, which brought president
Vicente Fax to power in July of2000, to speak about the Estonian transition. Esto­
nia is considered by several organizations as perhaps the most successful post­
communist transition, relative to the progress the country made since it became
independent from the USSR in August of 1991. Of the former communist coun­
tries, in recent surveys Estonia was ranked as the least corrupt by the World Bank
and Transparency International; as the most economically free (even in Europe,
while being fourth in the world) by the Wall Street Journal/Heritage Foundation;
as number one in property rights by the European Bank for Reconstruction and
Development; as the lowest in country-risk by the Economist Intelligence Unit;
and as the country that has made the fastest progress in the worldwide history of
the United Nations' Human Development Index (which measures quality of life).
The country has also enjoyed one of the fastest economic growth rates of the tran­
sition economies as well as the third highest per capita cumulative foreign direct
investment after the Czech Republic and Hungary. Former Prime Minister Laar
is considered the architect of this transformation, and in this interview he shares

the philosophies and practical measures his government adopted to turn Estonia
into the oft-called "Baltic tiger." Laar speaks about the lessons of transition, taxes,
Estonia's tutors, lustration, judicial reforms, constitutions, the banking system,
the importance of political parties, privatization, crime, and the environment.

Demokratizatsiya: How did you find Estonia, and how did you leave it now?
Laar: When I carne to power in 1992, Estonia had had a 30 percent drop in

economic production, and unemployment of between 30 and 40 percent. At the
beginning of that year we had most foodstuffs rationed, such as bread and milk,
and people had to stand in line for hours to get them. There was no gasoline,
because most people couldn't buy it, so the streets were empty of cars-which is
not so terrible considering how the streets are now! The gasoline prices went up
10,000 percent in one year, there was intlation of 1,000 percent per year, and lots
of other bad things when we took over.

Mart Laar was prime ministcr of Estonia fram 1992 to 1994, then again fram 1999 to 2002.
He is currently a member of par1iament. The interview was conducted by Demokratizat­
siya foundcr Fredo Arias-King in Mcxico City. 13 and 14 April 2002.
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When we left, the economy was growing fast, 5-6 percent, Ihen laler-because
these reforms take time-it went to 10-11 percent. Intlation decreased lo 10 per­
cent, and unemployment to 3 percent. There was a balanced budget. Of course,
nothing was rationed, and no lines. Estonia made a huge jump in the Human
Development Index of the United Nations.

There was a problem with the budget deficit, since that is how we inherited
things in 1992. The government before that election had decided to campaign
based on giving everybody money, and they destroyed the stability and the bud­
get. Unemployment was rising fast. So the image of Estonia was a bit damaged.
We were lagging behind in our aspiration lO join the European Union and NATO.
Now the budget is completely balanced. Our finances are in very good order. In
terms of foreign investment, we are also doing quite well-even despite Sep­
tember 11, those last figures are still surprisingly positive. And we will make
membership in both the European Union and NATO after the next sessions, with
the EU this year and an invitation at the Prague summit for NATO. Of course, we
cannot be totally sure about anything, but there is a 99 percent possibility that we
will achieve this.

And in the coming years the reforms will continue to give good results,
because they are not dependent upon who is in power.

Del1lokratizatsiya: What can Estonia teach Mexico and other countries In
transition?

Laar: There are some lessons that are quite universal and are the same for every
transition whether it be Estonia, Russia, Mexico, or wherever. The one thing that is

universal in these lessons is that you cannot only deal with the economic reforms.
Your economic reforms can only be successful if you are also pressing ahead with

the political agenda as well. Don't underestimate the importance of politics.
This means that you have to work on the constitution, build the political par­

ties, build a political consensus that is necessary to pass your reforms in the par­
liament. You must strengthen the rule of law, property rights, and such things.

Without this you will find that even if you are doing economic reforms, they
will not last. You cannot build your house on mudo You cannot use too much

of the people fram the old regime, fram the old system, because their way of
thinking is just different. It's very hard to have people in government offices
who only think of power. Actually, those parties that we be long to are trying
to do something constructive. And to combine those two understandings is
quite simply not possible. Use your time wisely. You must do these decisive
reforms in the first year or two, because after this, the people start to get bored,
and so will your staff.

The second very c1ear lesson is that if you have decided to do the reforms,
then just do it. You must be decisive, and pass those reforms with the goal to make
them irreversible. Don 't be afraid of such short-term pains or short-term politi­

cal results, because otherwise the pain will be worse. Besides, there is only one

sure thing in politics-you will be ousted anyway. And if you are too afraid, then
you will just be ousted earlier, and what's more important, you will be ousted

without having done anything. It's better to have the option to have at least seen
your country changed.

The third lesson is that the simpler the reforms are, the more successful. I have
experience in this. As we did simple reforms, they were successful. But as we
then got some very smart advisors from other countries who in some areas sug­
gested some very complicated, big reform packages, in reality they did not work.
I have seen this in every country. So keep the reforms very simple.

So think with your own head-this perhaps can be the fourth and most impor­
tant advice. I can suggest other ideas, but these are dependent on the local con­
text. But these three things that I have talked about are the universal things for
transitions in the world.

Del1lokratizatsiya: What about consensus between the different poli tical
forces to pass these reforms?

Laar: Better than consensus you need a majority. I have never seen a country

where you can achieve a consensus at the time when you are doing the reforms.
You can have the consensus three or five years after the reform, when everyone

says "oh that was a beautiful reform," but if you do this, you will always fight
and you must put your will through. You need a strong party that can build a con­
sensus to have a majority. In Russia, nothing happened until the reformers start­
ed to control the parliament. Tax reform was impossible in Russia until the par­
liament passed it.

Del1lokratizatsiya: How do you do this in a presidential system?
Laar: Your president can play the different political groups against each other

to form a majority, or you can of course win the parliament as well. In the parlia­

mentary election you need an effective party that can actually form coalitions. You
may have to do some compromises along the way, but you need to have a c1ear pro­
gram of what you want to achieve in the end or not achieve. For example, Ronald
Reagan did not have a majority in Congress and still got his agenda through, still
was a very good president. Even if you can't get everything passed, you can still
start with some things and get them done. AIso, if your legislative proposals are
simple, the less political groups you have arguing against it. If they are complex,
then you have a lot of political interests there. But if they are simple, then there are
fewer and easier to pass through. And if your reforms are simple, then you have
less bureaucracy and less corruption and more benefits for society.

It's important to sell these reforms to the people, to wake up the people and
have them with you, to make them part of those reforms.

Del1lokratizatsiya: Your cabinet had an average age of thirty-three. You men­
tioned that you cannot build your house on mudo How important is it to replace
the nomenklatura in a transition?

Laar: The replacement of the nomenklatura is very important, especially if you
are building a new government, then this one has to be built on the people you real­
Iy trust, you must have a coalition with the parties that share your program and that




