
81

Cato Journal, Vol. 41, No. 1 (Winter 2021). Copyright © Cato Institute. All rights
reserved. DOI:10.36009/CJ.41.1.5.

Anna Bocharnikova is a graduate student at the University of Glasgow. She
thanks Andrei Illarionov for supervising her research and the enormous contribution
to it, Alexander Hammond for his edits of earlier drafts of this article, and James
Dorn for his advice and edits. The author also acknowledges the assistance of staff
members at the University of Tartu’s Library, the offices of Statistics Finland and
Statistics Estonia, the National Library of Estonia, the University of Glasgow, and
especially, the Research Institute of the Finnish Economy.

Economic Well-Being under Plan
 versus Market: The Case of

Estonia and Finland
Anna Bocharnikova

Historically, Estonia and Finland shared similar cultural, politi-
cal, and economic characteristics apart from the almost 50 years of
Soviet rule (1944–1991) in Estonia (Raun 1987). During that time,
Estonia lacked political freedom and became a centrally planned
economy. Meanwhile, Finland remained a democracy with a mar-
ket economy. After Estonia gained independence in 1991, the
resemblance of the institutional landscape in the two neighboring
countries started to be restored.

This article investigates the dynamics of individual economic well-
being in Estonia and Finland over three periods: (1) 1923–1938,
when both countries were similarly situated; (2) 1960–1988, during
which Estonia was under Soviet control; and (3) 1992–2018, after
Estonian independence. Economic well-being is calculated using the
purchasing power of wages in terms of the affordability of a minimal
food basket.

The results show that, in 1938, the purchasing power of wages in
Estonia was 4 percent lower than in Finland; in 1988, it was 42 percent
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lower; and, by 2018, the gap had fallen to 17 percent. Consequently,
as measured by the purchasing power of wages, well-being in Estonia
and Finland was similar before the Soviet occupation, widely
diverged during Soviet rule, and converged after Estonian independ-
ence, with the transition from plan to market.

Background
There has been a long-standing debate on the economic impacts

of central planning versus free markets. Traditionally, the most illus-
trative examples are countries that differ only in their economic and
political institutions—such as East and West Germany, or North and
South Korea. Such examples offer an opportunity to examine the
effects of two different systems in similar environments. While some
pairs are more popular for analysis, some are less obvious, especially
if their characteristics became too dissimilar after the introduction of
different policies. One of these less obvious examples is Estonia
and Finland.

Estonia is often compared to other post-Soviet states, while
Finland is normally examined within the Nordic countries. However,
historically, they share more similarities than it first seems. In addi-
tion to geographical proximity and cultural affinities, such as religious
(Lutheranism) and linguistic (Uralic languages), Estonia and Finland
had very similar political and economic developments before the
Soviet Union occupied Estonia (see Nordic Estonia).

The two neighboring countries had a similar legacy after the
Scandinavian rule and the rule of the Russian Empire. They both
underwent wars of liberation and gained independence in the early
20th century. As two new sovereign countries, both became parlia-
mentary democracies under the rule of law and remained market
economies.

Similar agrarian reform in Estonia and Finland led to the forma-
tion of a family farming system that played a big role in the
economies of both countries (Lapping 1993; Jörgensen 2006). In
1920 and 1921, Finland and Estonia, respectively, became members
of the League of Nations and developed strong economic and politi-
cal connections with the international community. Estonia and
Finland were relatively late with industrialization. Indeed, until the
1930s, both were predominantly agrarian economies. In the early
1930s, both nations suffered from the Great Depression but had
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their economies expand anew in the late 1930s, with a growing indus-
trial sector. Under the Russian Empire, Estonia and Finland had
strong connections with the Russian market, but the Soviet regime
disturbed those linkages by 1924. Both countries then reoriented
toward the West and began actively trading with European nations.

There is a common opinion that Estonia never became a Nordic
country because it was occupied by the USSR when the Nordic
Council was formed. In fact, the Nordic identity in modern Estonia
is still very strong. Toomas Hendrik Ilves, Estonian foreign minis-
ter, who later served as a president of Estonia, delivered an influ-
ential speech, “Estonia as a Nordic Country,” in 1999 (Ilves 1999).
In 2015, the Estonian prime minister Taavi Rõivas defined Estonia
as a “New Nordic Country.” In the same year, the Swedish ambas-
sador to Estonia, Anders Ljunggren, stated that Estonia would have
been considered a Nordic country by the other Nordic countries
(Aavik 2015).

As advocates for the Nordic affiliation of Estonia often pointed
out, more than a thousand years of Estonian and Finnish shared his-
tory was eclipsed by about 50 years of the Soviet occupation. The
similarities between the two countries became disturbed during that
time, when Estonia experienced a totalitarian regime and centrally
planned economy.

The Soviet rule in Estonia began in 1940, was interrupted in 1941
during the German occupation of Estonia, reestablished in 1944, and
lasted until 1991. Already in 1940–1941, the Soviet Union national-
ized all land in Estonia, banks, and large industrial enterprises. When
the USSR regained control over Estonia in 1944, it quickly and fully
integrated the country into the Soviet centrally planned structure.
The Estonian economic landscape changed dramatically. Its trade
connections with non-Soviet markets were cut; private ownership of
the means of production was liquidated; and the economy was refo-
cused toward the extraction of natural resources, much of which was
sent to other Soviet republics. Political institutions experienced a
major change as well: the democratic regime was replaced by a one-
party system with almost unlimited political power.

In the Soviet Union, analysis of the Estonian transition to a
planned economy had a highly ideological character and was
described as a big success. However, it was widely criticized later and
is still a very debatable matter. Whether the Soviet period helped or
hindered Estonia in achieving its economic policy aims, it is clear that
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Estonian development experienced a radical twist under Soviet cen-
tral planning, compared to what it was before and relative to its
neighbor Finland. Such a change cannot but affect normal people’s
lives.

Meanwhile, Finland defended its independence and remained a
market economy with private property rights, the rule of law, limited
power of the executive, and relatively free trade. In 1973, Finland
signed a free-trade agreement with the European Community. In
the late 1980s, like other Nordic countries, Finland eased economic
regulations, privatized some state-owned enterprises, and altered tax
policy. In 1995, the country joined the European Union and adopted
the euro. We can never know if Estonia would have done the same if
it had remained independent from the Soviet Union but similar to
Finnish developments, which were popular among other European
countries as well.

When Estonia gained independence from the Soviet Union dur-
ing 1988–1991, its institutional structure began to converge with
Finland’s. Estonia became a parliamentary democracy, the size of the
Estonian government was reduced dramatically, subsidies and state-
owned enterprises were abolished, the economy reopened for inter-
national trade and foreign direct investment, and macroeconomic
stability was achieved via a strict monetary policy and balanced budg-
ets. Estonia left almost no sign of the Soviet system and joined the
European Union in 2004.

This article examines how the economic well-being of the
Estonian people was affected by the institutional change during
and after the Soviet regime compared to Finland. The main con-
tribution is the use of hard-to-find statistical data to construct rel-
ative measures of well-being using an indicator for the purchasing
power of wages. As such, this article should contribute to the long-
lasting debate over the efficacy of markets versus planning by pro-
viding new data for a case of two similar countries with different
 experiences.

Assuming that changes in government policies affect individual
economic well-being, the economic situation in Estonia and Finland
is expected (1) to be similar when the countries had similar economic
and political institutions; (2) to differ widely during the Soviet occu-
pation of Estonia; and (3) to start converging after the Estonian
 independence.
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Research Design
Such measures of national well-being as gross domestic product

(GDP) per capita do not cover the entire period of interest, but
Estonian and Finnish historical statistics contain enough information
to construct an indicator to grasp it. Data on retail prices and average
wages provide information about purchasing power, since they can
help in determining the quantity of goods and services that can be
bought with a wage unit. The purchasing power of wages (PPW) is
calculated at a specific point in time for a specific place to capture
people’s economic well-being. This procedure is used to determine
how individual economic well-being in Estonia and Finland has been
changing over time.

PPW is measured using retail prices of basic foodstuffs over the
entire period of interest in both countries. The higher the PPW, the
more things of an average price can be purchased, and the freer peo-
ple are financially. While the conceptual definition of PPW includes
goods and services, the operational definition used in this study
means the quantity of foodstuffs that can be bought with a wage unit.

PPW was found according to the minimal consumer basket of
food normally used for minimum wage legislation. The minimal food
basket (Table 1) respects the minimum amount of calories required
in order to function normally—a standard of 2,100 to 2,300 calories,
according to the Food and Agriculture Organization and World
Health Organization (MONSTAT 2018).

Since the exact minimal baskets for Finland and Estonia were not
available, and the methodology does not change much internation-
ally, the model used is taken from the Russian Federation Labour
Code (2012). Although there are probably some differences in con-
sumption habits among the countries, the format of the minimal bas-
ket is suitable to make conclusions due to similar climates, agriculture
trends, and a comparably similar gastro-cultural background.

The PPW indicator will show how many minimal baskets an aver-
age wage in each country could buy in different points in time. The
cost of the basket is calculated from the average retail prices and min-
imal required consumption per year. Based on the cost of the basket,
PPW was counted using annual average wages to establish how many
baskets per year can be bought for an average wage in each nation.

PPW is calculated for three base years: 1938, when both countries
had similar institutions; 1988, after almost 50 years of the Soviet
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TABLE 1
Minimal Food Basket

Consumption (average for
Description Measurement one person per annum)

Bread Products kg 126.5
Potatoes kg 100.4
Vegetables and Gourds kg 114.6
Fruits kg 60
Sugar kg 23.8
Meat Products kg 58.6
Fish and Seafood kg 18.5
Milk kg 290
Eggs piece 210
Butter, Margarine, kg 11

and Other Fats

SOURCE: See Statistical Appendixes.

occupation in Estonia; and 2018, after the Estonian transition to a
democracy and market economy. The Estonian data were primarily
drawn from the statistics provided by the National Bureau of
Statistics before 1940, the Central Board of Statistics of the Estonian
SSR until 1989, and Statistics Estonia for current data. The Finnish
data mostly come from statistical yearbooks published by Statistics
Finland (Finnish: Tilastokeskus; named the Central Statistical
Agency before 1971). Also, European Historical Statistics,
1750–1970 by B. R. Mitchell (1975) was used for this article. Finally,
some data for the 2018 base year were extracted from the OECD
 statistics.

Previous Research
A considerable amount of literature has been published to identify

the difference in the economic impacts of central planning and free
markets. The most common examples are cases such as East and
West Germany, as mentioned earlier. There is also much research on
how similar countries change under different regimes in terms of
economic well-being, culture, and outlooks.

24364_05_Bocharnikova.qxd:19016_Cato  1/8/21  3:46 PM  Page 86



87

Plan versus Market

Normally, the resemblance between Finland and Estonia is
described in the context of language and culture. However, reflect-
ing on Estonia after the fall of the Soviet Union, academics have
compared Estonia and Finland based on their socioeconomic per-
formance. For instance, in 1993, the Research Institute of the
Finnish Economy, jointly with the Institute of Economics of
Estonian Academy of Science and the Government Institute for
Economic Research, published Estonia and Finland: A Retrospective
Socioeconomic Comparison (Lugus and Vartia 1993). This collabora-
tive work of Estonian and Finnish researchers compared the demo-
graphics, consumption, housing, natural recourses, and other aspects
for the two countries. The book highlighted the socioeconomic affin-
ity of Estonia and Finland in 1938, before the Soviet regime in
Estonia, and stressed the difference in 1988, after almost 50 years of
different development models—namely, central planning versus a
market economy. That perspective raised the question of the signifi-
cant divergence in purchasing power in the two countries that
emerged after Estonia became part of the Soviet bloc. Yet, very little
information was provided on the calculations made.

Limitations
Despite a long history of recordkeeping in both countries, the ear-

lier statistics do not always provide all the necessary information, so
this article also uses information from unofficial sources, such as
newspapers from the late 1930s. Because of the dearth of data in the
earlier periods, an accurate comparison of wages was possible by
using the average wages of male workers in industrial enterprises
(Hagfors and Kuus 1993).

Although Estonia and Finland differ in some policies, this study is
primarily interested in examining how the transition from plan to
market in Estonia affected economic well-being relative to Finland.
What matters for this study is the existence or absence of the rule of
law, trade openness, competitive political participation, private
 ownership—and whether prices are determined by supply and
demand or fixed by government.

Results
We can now move to examine the three periods of interest: the

interwar period, the postwar period, and the post–Cold War period.
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Interwar Period

After the Russian Revolution in 1917, Estonia and Finland gained
their independence from the Russian Empire, which was an indus-
trial capitalist economy. At that time, the Baltic cousins were simi-
larly situated:

• For both nations, their trade relationship with Russia collapsed
and they reoriented the markets toward Europe;

• Both recognized private property and adhered to the rule of law;
• Both were parliamentary democracies;
• Both economies largely focused on agriculture.

This article calculates PPW in 1938 in both countries. According
to the calculations, the purchasing power of an Estonian worker’s
wage in 1938 was 96 percent of the average Finnish worker, or
almost same (Table 2).

Figure 1 shows the course of PPW over time using food price and
wage indexes from historical statistics. Estonian performance was
typically close behind the Finnish experience and even overtook it in
1932–1936 by an average of 8 percent. Thus, overall development in
both countries went hand in hand.

Postwar Period

Since Finland had defended its independence, the country’s eco-
nomic progress continued in a similar matter. For example, Finland

• Remained a democracy with limited power of the executive;
• Continued to be a market economy;
• Recognized and guaranteed private property;
• Remained oriented to international trade and signed a free-

trade agreement with the European Community in 1973.

TABLE 2
Purchasing Power in Estonia and Finland, 1938

Estonia (kroons) Finland (markkas)

Annual Cost of the Food Basket 257.48 4,044.93
Annual Average Wage 959.70 15,738.87
Purchasing Power of Wages 3.73 3.89

SOURCE: See Statistical Appendixes.
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In contrast, after almost 50 years in the Soviet bloc, the Estonian
economy had experienced a series of changes, such as:

• Lack of competitive political participation;
• Controlled economy with a focus on natural resource

extraction;
• Liquidation of private ownership of the means of production;
• Price fixing;
• An abrupt end of international trade.

After these changes, the geographical proximity did not match the
economic distance between Estonia and Finland. PPW in the two
countries diverged substantially compared to where it had been
before the Soviet occupation of Estonia. In 1988, the Estonian PPW,
with regard to foodstuffs, was 58 percent of the Finnish counterpart,
falling by 38 percent since 1938 (Table 3).

Using food price and wage indexes to measure differences in PPW
in Estonia and Finland in the postwar period, Figure 2 shows that the
situation in Estonia was significantly worse than in Finland.

Since purchasing power is measured with regard to food, it is
important to remember that prices in Finland reflected market
prices, based on supply and demand, while prices in Soviet Estonia
were fixed by the central government and kept artificially low.
Therefore, Estonians’ food affordability during Soviet occupation is
distorted by false prices and PPW appears more promising than the
overall financial situation during that period (Hagfors and Kuus
1993). The food scarcity, which had been increasing at the turn of the
century, should also be taken into account (Ellman 2000).

FIGURE 1
Purchasing Power of Wages in Estonia, 1923–1939,

and Finland, 1921–1938
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Post–Cold War Period

After the fall of the Soviet Union, Finland still had the same char-
acteristics as described above, and Estonia

• Became a democracy again and limited the power of the
 government;

• Transitioned to a market economy;
• Opened for trade and foreign direct investment;
• Joined the EU single market in 2004.

When Estonia underwent the reforms, its economic performance
skyrocketed. Starting with two minimal baskets per year in 1992,
after the fall of the USSR, Estonia’s purchasing power reached
almost 12 baskets by 2018 (Table 4). It was 22 percent of the Finnish

TABLE 3
Purchasing Power of Wages in Estonia 

and Finland in 1988

Estonia (roubles) Finland (markkas)

Annual Cost of the Food Basket 550.76 7,576.41
Annual Average Wage 2,748 64,965
Purchasing Power of Wages 4.99 8.57

Source: See Statistical Appendixes.

FIGURE 2
Purchasing Power of Wages in Estonia, 1960–1988,

and Finland, 1955–1989
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figure in 1992 and increased to 83 percent of the Finnish perform-
ance in 2018 (Figure 3).

Arguably, the Estonian economy experienced a J curve after gain-
ing independence (Bremmer 2006, Laar 2008). Since Estonia inher-
ited a collapsing economic “dinosaur,” the country needed to carry
out often unpopular but necessary policies to get rid of it. Estonia had
a fresh start: it instituted a comprehensive monetary reform by
adopting a currency board, cutting spending, eliminating subsidies,
abolishing state-owned enterprises, renewing international trade,
and opening the market to foreign investment. This was bitter med-
icine, but the reforms helped Estonia achieve robust economic
growth. Indeed, the wide gap between Estonian and Finnish PPW
has been shrinking rapidly, unlike during Soviet occupation.

TABLE 4
Purchasing Power of Wages in

Estonia and Finland, 2018

Estonia (euros) Finland (euros)

Annual Cost of the Food Basket 1,426.75 2,967.89
Annual Average Wage 16,795 42,122
Purchasing Power of Wages 11.77 14.19

Source: See Statistical Appendixes.

FIGURE 3
Purchasing Power of Wages in Estonia, 1992–2018,

and Finland, 1991–2018
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Conclusion
The aim of this article was to examine how the Estonian people’s

economic well-being was affected under central planning versus a
market economy—compared to Finland, which maintained its
mar ket-oriented and democratic system over the entire period of
 consideration. Figure 4 shows that PPW in Estonia and Finland
(1) developed similarly when both countries shared a similar institu-
tional structure; (2) had a considerable gap during the Soviet occu-
pation of Estonia, when the country experienced central planning
and a one-party state; and (3) started to converge to the Finnish
PPW when Estonia began to undertake structural changes similar to
those of Finland.

When Estonia was a part of the Soviet Union, it lagged behind
Finland for nearly 30 years. It is not surprising that, given the state of
the Soviet economy before the collapse, economic well-being in
Estonia suffered and diverged from the level found in Finland. The
decrease in Estonia’s PPW during the Soviet occupation meant that,
once the transition from plan to market began, economic perform-
ance would see a sharp increase and converge toward Finland’s
PPW. Indeed, after the transition to a market economy, Estonian
PPW went through a J curve and started to rapidly rise. Although
Estonia’s economic performance still falls short of Finland’s, the
upward trend is promising. In 1992, Estonia’s PPW was only 22 per-
cent of Finland’s, but by 2018, it was 83 percent.

FIGURE 4
Purchasing Power of Wages in Estonia and Finland
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From the results of this study, it is evident that institutions sup-
porting freer markets and greater political freedom have benefited
the well-being of the Estonian people.

Statistical Appendixes
Appendix A discusses the sources of retail prices for foodstuffs and

calculation of the cost of the food basket. Appendix B covers the
wage data. Appendix C provides a table showing PPW in Estonia and
Finland from 1932 to 2018.

Appendix A: Cost of Food
The average retail prices in Estonia and Finland (Appendix

Table 1) are extracted from official statistical sources, except for the
price of fruit in 1938 and margarine in 2018 in Estonia. While the
prices for eggs and potatoes are fairly straightforward, several prod-
ucts, such as vegetables and gourds, include different products’
prices and are presented as an average. The prices are presented in
local currencies for each given year and in the same units as in the
minimal basket. The annual cost was calculated based on consump-
tion per annum.

Interwar Period

Base Year, 1938. Average retail prices in Finland were taken from
the Statistical Yearbook of Finland (Central Statistical Agency 1938).
Average retail prices in Estonia were extracted from the Monthly
Estonian Statistics (National Bureau of Statistics 1938). The price of
fruit was taken from several newspapers from the late 1930s (Daily
newspaper 1938; New Estonia newspaper 1938).

Estonia, 1923–1939. The index of food prices (Appendix Table 2)
was gathered from different issues of the Monthly Statistics (National
Bureau of Statistics 1937, 1938, 1939, 1940) and was applied for the
cost of the 1938 basket to find the annual cost of food in the years
between 1923 and 1939.

Finland, 1921–1938. In the Finnish Statistical Yearbook for 1939,
there are two food price indexes: one for 1921 to 1936, with 1914 as
the base year, and another from 1935 to 1938, with 1935 as the base
year (Central Statistical Agency 1939: 345). The second index
includes 1939, the year that has the cost of the food basket, and both
indexes have two matching years, 1935 and 1936. The index in
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APPENDIX TABLE 1
Average Retail Prices and Annual Cost of Food

Estonia (kroons) Finland (markkas)
Description Retail Price Cost per Year Retail Price Cost per Year

Total Cost of Food per Year 257.48 4,044.93

Bread Products
Rye bread 0.20 4.51
Wheat bread 0.39 8.97
Average 0.30 37.95 6.74 852.61
Potatoes
Average 0.04 4.02 0.74 74.30

Vegetables and Gourds
Beets 0.12 2.03
Cabbage 0.10 1.94
Carrots 0.12 1.96
Average 0.11 12.61 1.98 217.74

Fruits
Bananas 1.75 n/a
Oranges 1.12 n/a
Apples 0.32 n/a
Watermelons 1.50 n/a
Melons 1.40 n/a
Mixed fruits n/a 14.12
Average 1.13 67.60 14.12 853.20

Sugar
Average 0.47 11.19 6.06 144.23

Meat Products
Pork, 3 types 0.78 n/a

0.93 n/a
1.00 n/a

Average 0.90 52.74 19.29 1130.39

Fish and Seafood
Pike 0.48 10.52
Perch 0.39 7.14
Herring, salted 0.55 4.00
Average 0.47 8.70 7.22 133.57

(Continued)
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APPENDIX TABLE 1 (Continued)
Average Retail Prices and Annual Cost of Food

Estonia (kroons) Finland (markkas)
Description Retail Price Cost per Year Retail Price Cost per Year

Milk
Average 0.12 34.80 0.56 162.4

Eggs
Average 0.06 12.60 1.07 224.7

Butter, Margarine, and Other Fats
Butter 1.80 30.80
Margarine 0.98 14.99
Average 1.39 15.29 22.90 251.79

APPENDIX TABLE 2
Food Price Index and Annual cost of

Food in Estonia, 1923–1939

Year Food Price Index Annual Price of the Food Basket (kroons)

1923 115 213.72
1924 106 196.99
1925 118 219.29
1926 118 219.29
1927 112 208.14
1928 120 223.01
1929 126 234.16
1930 103 191.42
1931 90 167.26
1932 80 148.67
1933 77 143.10
1934 76 141.24
1935 77 143.10
1936 89 165.40
1937 96 178.41
1938 101 257.48
1939 103 191.42
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APPENDIX TABLE 3
Food Price Index and Annual Cost of

Food in Finland, 1921–1938

Year Food Price Index Annual Price of the Food Basket (markkas)

1921 127 5,154.42
1922 116 4,695.4
1923 110 4,435.68
1924 111 4,491.57
1925 116 4,711.42
1926 113 4,552.39
1927 113 4,582.39
1928 117 4,726.63
1929 114 4,616.91
1930 99 3,991.05
1931 88 3,571.07
1932 91 3,687.36
1933 91 3,673.80
1934 89 3,599.01
1935 93 3,745.30
1936 92 3,708.73
1937 99 4,007.47
1938 100 4,044.93

Appendix Table 3 is calculated from these data and applied to the
1938 basket to find the cost of food in the 1923–1938 period.

Postwar Period

Base Year, 1988. Appendix Table 4 shows average retail prices in
1988 for Estonia and Finland. Retail prices in Estonia are drawn from
the National Economy of the Estonian SSR in 1988 (State Statistical
Committee of the Estonian SSR 1989: 264), and in Finland from the
1990 Statistical Yearbook of Finland (Central Statistical Agency 1990).

Estonia, 1960–1988. In Estonia’s 1987 statistical yearbook,
National Economy of the Estonian SSR, there is a price index for
1986–1988, with a 1980 base year (State Statistical Committee of the
Estonian SSR 1988: 280). The index for 1961 to 1988 is calculated
from the price index for 1975, the 1980–1984 price index (with a base
year 1970�100), and the price index for each fifth year between
1960 and 1975 and 1976 (with 1960�100) (State Statistical

24364_05_Bocharnikova.qxd:19016_Cato  1/8/21  3:46 PM  Page 96



97

Plan versus Market

APPENDIX TABLE 4
Average Retail Prices and Annual Cost of Food

Estonia (roubles) Finland (markkas)
Description Retail Price Cost per Year Retail Price Cost per Year

Total Cost of Food per Year 550.76 7,576.41

Bread Products
Rye bread n/a 13.26
French bread n/a 15.85
Average 0.47 59.46 14.55 1,841.21

Potatoes
Average 0.13 13.05 4.50 451.80

Vegetables and Gourds
Carrots n/a 9.65
Onions n/a 9.09
Average 0.71 81.37 9.37 1,073.80

Fruits
Average 2.05 123.00 6.23 373.80

Sugar
Average 0.80 19.04 8.00 190.40

Meat Products
Meat and chicken 1.75 n/a
Sausages 2.65 31.66
Beef, minced n/a 43.83
Pork flank n/a 30.75
Average 2.20 128.92 35.41 2,075.22

Fish and Seafood
Herring 1.30 24.05 8.20 149.85

Milk
Average 0.25 72.50 3.53 1,023.70

Eggs
Average 0.01 2.10 1.070 224.70

Butter, Margarine, and Other Fats
Butter 3.44 19.15
Margarine 1.52 12.12
Average 2.48 27.28 15.63 171.93
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Committee of the Estonian SSR 1977: 217). The data for the interim
missing years were calculated using the percentage of average
growth. The resulting index was applied for the price of the food bas-
ket in 1988 (Appendix Table 5).

Finland, 1955–1989. Appendix Table 6 shows the annual costs of
the food basket based on the cost of the food basket in 1988 and the
CPI inflation rate, with the base year 2015 taken from the OECD
data.

APPENDIX TABLE 5
Food Price Index and Annual Cost of

Food in Estonia, 1960–1988

Year Food Price Index Annual Price of the Food Basket (roubles)

1960 90 409.34
1961 91 413.36
1962 92 417.37
1963 93 421.38
1964 93 425.39
1965 94 429.40
1966 94 429.65
1967 94 429.89
1968 94 430.14
1969 95 430.38
1970 95 430.63
1971 95 432.09
1972 95 433.56
1973 96 435.02
1974 96 436.49
1975 96 437.95
1976 96 437.95
1977 97 442.26
1978 98 446.56
1979 99 450.87
1980 100 455.18
1981 102 462.50
1982 106 481.01
1983 106 484.03
1984 106 482.31
1985 107 486.95
1986 108 491.59
1987 116 528.00
1988 121 550.76
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APPENDIX TABLE 6
Food Price Index and Annual Cost of

Food in Finland, 1955–1989

Inflation (CPI), Food Annual Price of the Food
Year 2015 � 100 Basket (markkas)

1955 5.7 620.41
1956 6.5 708.39
1957 7.3 801.93
1958 7.7 845.13
1959 7.8 854.07
1960 8.1 890.52
1961 8.3 907.71
1962 8.6 946.91
1963 9.1 995.04
1964 10.2 1,114.69
1965 10.8 1,185.52
1966 11.2 1,225.41
1967 11.7 1,283.50
1968 13.0 1,428.02
1969 13.4 1,472.98
1970 13.6 1,494.39
1971 14.2 1,558.62
1972 15.5 1,705.57
1973 17.4 1,909.09
1974 20.2 2,213.65
1975 24.3 2,671.13
1976 28.3 3,107.01
1977 33.3 3,651.03
1978 34.8 3,813.81
1979 36.2 3,973.54
1980 40.9 4,484.69
1981 46.1 5,061.51
1982 51.8 5,686.23
1983 55.4 6,072.21
1984 59.6 6,537.06
1985 63.9 7,006.01
1986 66.3 7,277.49
1987 67.9 7,447.97
1988 69.1 7,576.41
1989 71.5 7,849.06
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Post–Cold War Period

Base Year, 2018. Appendix Table 7 shows the average retail prices
for foodstuffs in Estonia and Finland in 2018. Average retail prices
for Estonia are published on the website of the Estonian Institute of
Economic Research. The margarine and butter prices are taken from
the website of Estonian supermarket Selver Heamõte. The average
retail prices for foodstuffs in Finland in 2018 are available on the
Statistics Finland website.

Estonia, 1991–2018. The government agency Statistics Estonia
provides the food cost index for 1998–2015, with 2015 as the base
year. The food index can be created between 1991–1997 and
2016–2018 by using two tables of CPI changes in relation to previous
years published on the agency’s website. Appendix Table 8 shows the
food price index in Estonia for 1991–2018.

Finland, 1991–2018. Appendix Table 9 shows the food price index
in Finland for 1991–2018. Data for the CPI inflation rate (food) in
1991–2015 and the percentage change on the same period of the
previous year for the 2016–2018 period were drawn from the OECD
data and applied for the annual cost of the food basket in 2018.

Appendix B: Average Wages

Interwar Period

Due to the lack of data, an accurate comparison of wages in the
interwar period was only possible by using the average wages of male
workers in large industrial enterprises in both countries.

Wages in Estonia. In Statistics Estonia Monthly, No. 223, June
1940, there are data on average hourly wages of male industrial work-
ers from 1927 through 1939 (National Bureau of Statistics 1940).
Wages in 1923–1926 were counted according to the nominal index of
wages (National Bureau of Statistics 1940). Also, there are statistics
on working-day duration for each year from 1932 through 1939; and,
as working hours did not change much over time, the working hours
for 1927–1931 are the same as in 1932. Appendix Table 10 shows the
annual average wages of male workers in large industrial enterprise
in Estonia over the 1923–1939 period.
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APPENDIX TABLE 7
Average Retail Prices and Annual Cost of Food

Estonia (euros) Finland (euros)
Description Retail Price Cost per Year Retail Price Cost per Year

Total Cost of 
Food per Year 1,724.41 4,111.04

Bread Products
Average 1.79 226.44 5.59 707.14

Potatoes
Average 0.36 36.14 0.91 91.36

Vegetables and Gourds
Tomatoes 1.67 3.05
Cucumbers 1.22 2.68
Carrots 0.55 1.98
Cabbages 0.46 3.47
Average 0.98 111.74 2.80 320.31

Fruits
Apples 1.21 72.60 2.42 167.70

Sugar
Average 0.80 19.04 0.83 19.75

Meat Products
Average 5.42 317.61 8.25 483.45

Fish and Seafood
Salmon 12.33 21.05
Herring 3.54 20.93
Trout 13.62 21.33
Average 9.83 181.86 21.10 390.35

Milk
Cottage cheese 4.36 6.95

Milk 0.58 0.99
Cream cheese 2.26 10.75
Average 2.40 696.00 6.23 1,806.70

Eggs
Average 0.01 2.10 0.31 65.10

Butter, Margarine, and Other Fats
Butter 7.89 6.06
Margarine 3.18 4.70
Average 5.54 60.89 5.38 59.18
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APPENDIX TABLE 8
Food Price Index and Annual Cost of

Food in Estonia, 1991–2018

Food Price Index Annual Price of the Food 
Year 1991�100 Basket (euros)

1992 1,021 251.2
1993 1,737 427.3
1994 2,293 564.1
1995 2,666 656.0
1996 3,231 795.1
1997 3,406 838.1
1998 3,610 888.4
1999 3,473 854.7
2000 3,557 875.2
2001 3,851 947.7
2002 3,968 976.3
2003 3,899 959.5
2004 4,063 999.7
2005 4,207 1,035.1
2006 4,419 1,087.4
2007 4,832 1,188.9
2008 5,517 1,357.6
2009 5,295 1,303.0
2010 5,456 1,342.5
2011 5,984 1,472.5
2012 6,214 1,529.0
2013 6,471 1,592.4
2014 6,473 1,592.7
2015 6,438 1,584.1
2016 6,438 1,584.1
2017 6,805 1,674.4
2018 7,015 1,726.3
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APPENDIX TABLE 9
Food Price Index and Annual Cost of

Food in Finland, 1991–2018

Inflation (CPI), Food Annual Price of the Food
Year 2015 � 100 Basket (euros)

1991 76.3 3,141.13
1992 76.2 3,138.69
1993 75.8 3,118.74
1994 75.9 3,124.72
1995 69.9 2,877.43
1996 68.9 2,836.02
1997 69.2 2,848.08
1998 70.5 2,903.45
1999 70.5 2,902.61
2000 71.3 2,933.58
2001 74.4 3,063.52
2002 76.6 3,151.72
2003 77.0 3,170.62
2004 77.6 3,195.24
2005 78.1 3,213.31
2006 79.1 3,257.28
2007 80.8 3,324.71
2008 87.7 3,610.55
2009 89.5 3,683.49
2010 86.4 3,557.58
2011 91.9 3,781.10
2012 96.6 3,976.19
2013 101.7 4,188.41
2014 101.9 4,194.72
2015 100.0 4,116.48
2016 98.9 4,071.03
2017 98.0 4,034.39
2018 99.9 4,111.04
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Wages in Finland. This study uses average hourly wages of male
workers in the paper and pulp industry, sawmill industry, and
metal industry taken from Vattula (1983: 421–41). The average
annual wages of male industrial worker were calculated in two
ways. Since the sawmill industry was a major sector in Finland at
the time (Korpelainen 1957; Ahvenainen 2011), the first average
wage count is based on wages in this industry. The second wage
count was adjusted for 25 percent of wages in paper and pulp
industry, 25 percent of metal industry, and 50 percent of sawmills
in 1938, due to the larger employment in the sawmill sector. The
1921–1928 period is based on the wage index from Mitchell (1975:
186). Working hours are the same as in Estonia. Average wages in
1925–1926 in the sawmill industry are based on the trend in the
metal industry (coeff: Sawmill/Metal); 1927 and 1935 are

APPENDIX TABLE 10
Annual Average Wages of Male Workers in Large

Industrial Enterprises in Estonia, 1923–1939

Nominal Index Hourly Wage, Working Hours Annual Average 
Year of Wages cents per Day Wage (kroons)

1923 91.1 752.92
1924 82.9 685.15
1925 90.5 747.96
1926 89.2 737.22
1927 94.4 34.4 8.40 780.19
1928 97.9 36.2 8.40 821.02
1929 102.1 37.9 8.40 859.57
1930 104.2 38.7 8.40 877.72
1931 101.3 37.0 8.40 839.16
1932 95.5 34.5 8.18 761.50
1933 93.1 33.2 7.95 712.64
1934 93.6 33.0 7.97 710.13
1935 97.3 34.7 8.05 754.20
1936 104.1 37.1 8.09 810.38
1937 112.9 40.1 8.13 880.24
1938 122.1 43.4 8.19 959.70
1939 128.2 45.4 8.20 1,005.16
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interim figures. For the comparison with Estonia, I used the first
approach, but the second approach is still relevant. Appendix
Table 11 shows the annual average wages of male workers in large
industrial enterprises in Finland for the 1921–1938 period.

Postwar Period

Wages in Estonia. Average annual wages in the years between
1960 and 1988 (Appendix Table 12) were collected from different
issues of the National Economy of the Estonian SSR: Statistical
Yearbook (State Statistical Committee of the Estonian SSR 1968:
199; 1976: 40; 1980: 212; 1989: 229).

APPENDIX TABLE 11
Annual Average Wages of Male Workers in Large

Industrial Enterprises in Finland, 1921–1938

Wages of Male Industrial Average Average
Workers (markkas per hour) Annual Annual

Wage Paper Sawmill/ Wage Wage
Index Sawmill Metal and Metal (markkas) (markkas)

Year 1929 � 100 Industry Industry Pulp coeff. (1) (2)

1921 68 5.03 4.98 1.011 11,410 11,141
1922 73 5.19 4.86 1.068 11,773 11,960
1923 81 5.57 5.13 1.086 12,633 13,270
1924 84 5.80 5.49 1.056 13,143 13,762
1925 88 5.95 5.64 13,496 14,417
1926 93 6.32 5.99 14,341 15,236
1927 96 6.67 15,131 15,728
1928 100 7.02 9.10 7.42 0.946 15,921 16,383
1929 100 7.15 7.51 16,216 16,383
1930 97 7.20 9.46 7.7 0.935 16,330 15,892
1931 85 6.03 8.23 6.69 0.901 13,676 13,926
1932 82 5.45 7.68 6.16 0.885 12,361 13,434
1933 93 5.54 7.81 6.38 0.868 12,228 15,236
1934 83 5.76 6.77 0.850 12,352 13,598
1935 84 5.89 12,680 13,762
1936 89 6.03 7.09 6.74 13,106 14,581
1937 97 6.83 8.15 7.57 14,919 15,892
1938 103 7.17 8.73 7.68 15,739 16,875
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Wages in Finland. Appendix Table 13 shows annual average wages
in Finland from 1955 through 1989. The average annual wage in
1988 was drawn from the Yearbook of Nordic Statistics 1991 (Nordic
Council of Ministers and the Nordic Statistical Secretariat 1991). The
index of wages for 1955–1989 was taken from the Statistical
Yearbook of Finland 2005.

APPENDIX TABLE 12
Annual Average Wages in Estonia, 1960–1988

Year Average Annual Wage (roubles)

1960 975.6
1961 1015.2
1962 1,045.2
1963 1,078.8
1964 1,120.8
1965 1,183.2
1966 1,239.6
1967 1,321.2
1968 1,478.4
1969 1,551.6
1970 1,623.6
1971 1,683.6
1972 1,749.6
1973 1,790.4
1974 1,846.8
1975 1,917.6
1976 2,028.0
1977 2,088.0
1978 2,112.0
1979 2,160.0
1980 2,264.4
1981 2,313.6
1982 2,356.8
1983 2,407.2
1984 2,499.6
1985 2,581.2
1986 2,652.0
1987 2,748.0
1988 2,748.0
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APPENDIX TABLE 13
Annual Average Wages in Finland, 1955–1989

Year Index of Wages, 1938 � 100 Average Annual Wage (markkas)

1955 2,180 2,827.78
1956 2,470 3,203.95
1957 2,590 3,359.61
1958 2,720 3,528.24
1959 2,850 3,696.87
1960 3,010 3,904.41
1961 3,240 4,202.76
1962 3,430 4,449.21
1963 3,760 4,877.27
1964 4,260 5,525.85
1965 4,620 5,992.82
1966 4,960 6,433.85
1967 5,400 7,004.59
1968 6,000 7,782.88
1969 6,440 8,353.62
1970 6,980 9,054.08
1971 7,870 10,208.54
1972 8,790 11,401.92
1973 10,130 13,140.10
1974 12,130 15,734.39
1975 14,780 19,171.83
1976 16,990 22,038.52
1977 18,430 23,906.41
1978 19,690 25,540.82
1979 21,940 28,459.40
1980 24,580 31,883.87
1981 27,740 35,982.85
1982 30,650 39,757.55
1983 33,830 43,882.47
1984 37020 48,020.37
1985 40,140 52,067.47
1986 42,939 55,698.18
1987 45,959 59,615.57
1988 50,083 64,965.00
1989 54,527 70,729.52
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Post–Cold War Period

Wages in Estonia. Data on monthly average wages in Estonia in
the 1992–2000 period is available on the Statistics Estonia agency
website. The 2000–2018 period was drawn from the OECD data.
Appendix Table 14 shows annual average wages in Estonia from 1992
through 2018.

APPENDIX TABLE 14
Annual Average Wages in Estonia, 1992–2018

Year Average Annual Wage (euros)

1992 420.00
1993 816.00
1994 1,332.00
1995 1,824.00
1996 2,292.00
1997 2,736.00
1998 3,168.00
1999 3,408.00
2000 4,107.72
2001 4,522.69
2002 4,979.85
2003 5,545.41
2004 6,200.45
2005 6,860.80
2006 7,880.47
2007 9,866.77
2008 10,818.04
2009 10,422.89
2010 10,774.01
2011 10,900.07
2012 11,786.88
2013 12,307.80
2014 13,063.60
2015 13,550.27
2016 14,428.19
2017 15,347.50
2018 16,795.39
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Wages in Finland. The data on annual average wages in Finland in
the 1991–2018 period (Appendix Table 15) were drawn from
OECD.Stat.

Appendix C: Purchasing Power of Wages, 1923–2018
The purchasing power of wages is the quantity of goods and serv-

ices that can be bought with a wage unit. Its evolution is linked to that
of prices and salaries. The ratio of PPW in Estonia to PPW in Finland,
from 1923 through 2018, is shown in Appendix Table 16.

APPENDIX TABLE 15
Annual Average Wages in Finland, 1991–2018

Year Average Annual Wage (euros)

1991 2,0471.00
1992 20,868.00
1993 20,853.00
1994 21,291.00
1995 22,227.00
1996 22,976.00
1997 23,450.00
1998 24,465.00
1999 25,399.00
2000 26,640.00
2001 27,490.00
2002 28,100.00
2003 28,924.66
2004 29,988.91
2005 30,993.62
2006 32,131.13
2007 33,241.35
2008 34,688.76
2009 35,609.68
2010 36,693.04
2011 38,005.38
2012 39,099.90
2013 39,628.54
2014 40,147.58
2015 40,694.04
2016 41,188.06
2017 41,285.46
2018 42,122.28
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(Continued)

APPENDIX TABLE 16
Purchasing Power of Wages in
Estonia and Finland, 1923–2018

Year Estonia, PPW Finland, PPW Ratio (%)

1923 2.57 2.85 90
1924 2.54 2.93 87
1925 2.49 2.86 87
1926 2.45 3.15 78
1927 2.73 3.30 83
1928 2.68 3.37 80
1929 2.68 3.51 76
1930 3.34 4.09 82
1931 3.66 3.83 96
1932 3.73 3.35 111
1933 3.63 3.33 109
1934 3.67 3.43 107
1935 3.84 3.39 113
1936 3.57 3.53 101
1937 3.60 3.72 97
1938 3.73 3.89 96
1939 3.83
1940
1941
1942
1943
1944
1945
1946
1947
1948
1949
1950
1951
1952
1953
1954
1955 4.56
1956 4.52
1957 4.19
1958 4.17
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(Continued)

APPENDIX TABLE 16 (Continued)
Purchasing Power of Wages in
Estonia and Finland, 1923–2018

Year Estonia, PPW Finland, PPW Ratio (%)

1959 4.33
1960 2.38 4.38 54
1961 2.46 4.63 53
1962 2.50 4.70 53
1963 2.56 4.90 52
1964 2.63 4.96 53
1965 2.76 5.05 55
1966 2.89 5.25 55
1967 3.07 5.46 56
1968 3.44 5.45 63
1969 3.61 5.67 64
1970 3.77 6.06 62
1971 3.90 6.55 59
1972 4.04 6.69 60
1973 4.12 6.88 60
1974 4.23 7.11 60
1975 4.38 7.18 61
1976 4.63 7.09 65
1977 4.72 6.55 72
1978 4.73 6.70 71
1979 4.79 7.16 67
1980 4.97 7.11 70
1981 5.00 7.11 70
1982 4.90 6.99 70
1983 4.97 7.23 69
1984 5.18 7.35 71
1985 5.30 7.43 71
1986 5.39 7.65 70
1987 5.20 8.00 65
1988 4.99 8.57 58
1989 9.01
1990
1991 6.52
1992 1.67 6.65
1993 1.91 6.69 29
1994 2.36 6.81 35
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