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Estonia has made rapid transition from the former soviet type economy into a functioning and competitive market economy. Radical reforms have paved the way to economic growth that has turned Estonia into one of the most successful EU enlargement candidate countries. Contribution of the New Economy and especially ICT into Estonia’s progress is discussed both on demand and supply side.

On the demand side, absorption of ICT enabled to upgrade technologies in many industries, increased their competitiveness and promoted foreign direct investment (FDI). Estonia’s internet penetration (number of internet hosts and internet users per 100 persons) is the highest among EU candidate countries and close to the member states’ average. E-government project provided broad access to information on the state level, made all documents available in Internet and many of them can be filled in Internet. Besides electronic ID cards that enable digital signatures, many services accept authentication by internet banks. The e-government project computerised all main registers of the state (citizens, businesses, land, immovable property etc.). Besides ‘conventional’ data, a fully functional land register (cadastre) or digital basic map that stores geospatial data is implemented. Various ICT solutions for using public and business services are available. For instance, tax administration relies broadly on declarations and payments made in Internet

ICT is most intensively used in banking and financial sector. There were 78 bank cards used per 100 persons in the middle of 2002 or almost 1 bank card per adult person. Electronic media and internet banking have largely replaced cash payments.

Along with e-businesses, mobile phones are used as means for making small payments (car parking fees, intra-city bus fees, etc.) and as elements of security systems or global positioning (to locate emergency calls, to track stolen cars etc.). 

On the supply side, the contribution of new economy is more controversial. The latest World Bank data about the share of high-technology exports in total manufactured exports placed Estonia (29.8%) ahead of other candidate countries (except Malta) and many EU member states. However, the year 2000 was exceptional for Estonia when the level was improved by exclusively successful subcontracting to Ericsson and Nokia. The share of “weightless” New Economy sectors in gross output is still too low to promote sustainable economic development, to reduce dependence on natural resources or GDP energy intensity. Notwithstanding the productivity differentials, ICT output has not turned into a determinant of productivity growth. R&D funding by enterprise sector and use of human capital are far from sufficient to support endogenous growth. 

Thus, implications of the New Economy and especially ICT can be better observed on the demand side where they promoted competitiveness of Estonia’s economy and FDI attraction. The process was supported by the fact that the legacy from the socialist period had to be replaced anyway and the economy is based now on relatively new enterprises and institutions established on advanced technological level. 

