





Creative industry

Represented in the sector: architecture, photography, design, art, publishing,
performing arts, music, advertising, handicraft.

Net turnover: 1.13 million euros. 30%
Added value: 0.51 million euros. 22%
Investments: 0.06 million euros. 33%
Number of enterprises: 22. 16%
Number of employees: 32. -14%

Average gross salary: 699 euros. 55%

G
Entrepreneur: Kalli Sein, Ideeklaas OU

“The year 2015 was quite successful for the studio Ideeklaas. The enter-
prises in this sector are usually quite small studios or workshops with
1-4 people, where the process is mainly handicraft. 2015 was the kind of
year with a few bigger orders, which made it a good year. Also the local
institutions have begun to buy our art objects more and more, which
makes us very happy.”

Creative industry

Euros in millions

Revenue Purchases and improvements Added value Equity
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Other

Represented in the sector: financial intermediation, insurance, training, sale of
electricity, water supply and sewerage, public utilities, healthcare services, etc.

Net turnover: 7.56 million euros. 26%

Added value: 4.8 million euros. 17%

Investments: 1.58 million euros. 17%

Number of enterprises: 208. 0%

Number of employees: 167. 0%

Average gross salary: 768 euros. 8%

Entrepreneur: Rain Pruul, HK & Rent OU

“The year 2015 was stable for us; we were able to stabilise the economic situation.

Based on the market situation, we decreased the percentage of locksmith's products and we
deal with body repairs. We mainly do collision repairs, paintwork, and offer car wash services. To
a lesser degree, we also do glass replacement and tyre works. We have increased our quality
over the years.

We work with all of Estonia’s insurance undertakings, from claim management to a vehicle’s
repair work. Work for insurance undertakings and local enterprises makes up most of the turno-
ver. Based on availability, we have also done repair work for private customers.”
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How is Hilumaa’s economy internationalising?

Sulev Alajoe,

Investor consultant

Plastik, the top 5 countries of other enterprises are: Finland 23%, Ger-
many 17%, Sweden 10%, Denmark 8% and Poland 5%. The drop of
Russia to 0.2% is notable, and is limited to three enterprises; this is
a sign that the importance of the eastern market is in the past. The
significance of Finland's market for Estonian enterprises has been chal-
lenging due to its economic downturn. Finland’s economy will increase by over 1% in 2016 and
2017, mainly due to the major increase in the volume of construction according to Etla, the
Research Institute of the Finnish Economy.

The power of Hilumaa's enterprises to sell to Germany in such quantities is noteworthy; it is
the richest market in the world, it is difficult to enter and we do not have much geographical
advantage over Poland, the Czech Republic, Slovakia and Hungary, where the total population is
64 million people. It is now important to ensure and strengthen the positions — during the last
global crisis, Germany’'s economy dropped very little. The biggest potential for growth is on
Sweden’s and Norway's markets, considering the strength of Sweden’s economy and the fact
that the Norwegian enterprise BioBag took over Dagoplast in 2015. M&P Nurst leads the way in
Poland's market, which is needlessly underestimated in Estonia; this biggest country in Eastern
Europe has plenty of American foreign capital.

In comparison, Estonia’s top 5 export countries in 2015 include: Sweden 19%, Finland 16%,
Latvia 10%, Russia 7% and Lithuania 6%. The enterprises on the Estonian mainland have plenty
of reasons to learn from Hiiumaa’s experience with Germany, Denmark and Poland.

The success of export depends on many factors. The biggest worry of the employers is finding
good employees. It is important to offer training for the plastics sector and to plan support me-
asures for it. In order to bring back Hiiumaa's people, who are working or studying elsewhere,
scholarships and housing allowances connected to enterprises should be available. Speaking
Swedish is definitely an advantage in export and investments.

In the conditions of a small labour market area, it is important to increase the enterprise’s
competitiveness with technological measures, which make production more effective. Each en-
terprise could produce more with the same resources, if this effectiveness was used. The MES
(Manufacturing Execution System) software with sensors, collects data from the devices and
about using resources, which is connected to different work commands and orders of the pro-
duction process. MES allows one to make real-time automatic decisions about the production
and it gives a full overview, ensuring maximal effectiveness. Quality control software allows
one, for example, to check if the timber used meets the requirements. Machines can check this
information much faster and to a higher standard compared to humans, and the automation of
those jobs can increase the enterprise’s export capacity. Certainly, many Hiiumaa's enterprises
have realised, that modern technology helps attract educated young people to work for the
enterprises. Digitalisation is happening in all of the sectors.

From the 16th century, Hiumaa has carried out local raw material processing and export. To-
day. the role of industrial establishments is even greater in ensuring the standard of living. The
export capacity of the food industry sector, where bakery and culinary, and food production in
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smaller batches are represented, is first of all connected to the neighbouring markets. In the
timber industry, forest management, treatment of wood and manufacturing of wood products
are represented. The success of the largest sector, the plastics industry. is based on the local
know-how which has been created throughout the decades - treatment of plastics, manufactu-
ring and assembling plastic products. The opportunities for development are connected to the
developing and use of polymer and composite materials. The future of the textile and metal
industries also depends on the development of materials. Aside from fishing, fish farming is
becoming more important in Northern Europe. The demographic situation in Nordic countries is
suggesting a request for a silver economy - offering care, health and cultural services for the
older clients, which is suitable to Hiiumaa.

These developments also mark the fields of involving foreign investments, in order to crea-
te jobs and wealth with the help of foreign capital. It is difficult to create new sectors from
nothing, so the focus is on sectors with existing know-how, where the injection of capital can
bring new devices, technologies and markets. An owner from Norway means an opportunity to
increase the customer base in Norway. In all of Western Estonia, the focus is not on fishing for
expensive and ideal foreign investors, but on understanding and supporting the development
need of the existing foreign establishments. With the example of Dagoplast, it is possible to
create jobs by involving investments in existing enterprises. It is then important, that the central
government, implementing bodies, and Hiiumaa’s public sector help the internationalisation of
enterprises by smart cooperation and use of resources (workforce, technological networks,
connections, knowledge transfer).
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Property market

Kaie Nappir,
Property manager

The growth in the property sector that started in 2014, also continued in 2015. The year 2016
started moderately, but it is also showing signs of growing. The property market in Estonia has
been on the rise, the only exception was the market for land not built on; the reason for this
might be a decrease in the state’s forest land auctions. For the past two years, the auctions for
vacant forest lands have been the main reason for the increase of prices for land not built on.
Keywords include: increased demand, decreasing offers, low Euribor rate, and stable economic
growth. The confidence of the population has also grown, shown by the increase of property
transactions. Increased demand caused more people to buy or rent housing, which is more
than during the last 4-5 years. It is also noteworthy that the buyers preferred housing in good
or very good condition.

A lower interest rate increases the growth of the property market; and analysts predict the
continuation of low interest rates. However, loans secured by property are long term and the
interest rates could go up in the future. The growth of the housing market has been helped
along by low interest rates, increasing the turnover of housing loans, bigger salaries, decrease
in unemployment, and optimistic prospects, which encourage buying and opportunities.

Based on the data of Statistics Estonia, during the second quarter of the year, 12 583 notari-
sed sale/purchase agreements of property were made, and these amounted to 720.8 million
euros. Compared to the data of the second quarter of 2015, the transactions increased by 3%,
and the total amount by 3.5%. During this year’s second quarter, the amount of sale/purchase
agreements of apartment ownerships was 6352, so it increased by 2.4% compared to the year
before. The total value of sale/purchase agreements of apartment ownerships was 346.6 mil-
lion euros; it decreased by 0.2%. The number of transactions of built-on property was 2324,
worth 245.7 million euros; the number of transaction increased by 2.1% and the total value
decreased by 1.8% compared to the year before. The number of transactions of vacant pro-
perties was 3907, worth 128.5 million euros; the number of transactions increased by 2.4%
and the total value by 30.2%.

The property market's price index has been constantly on the increase since the second half of
2010. According to the Land Board, there were 46 410 sale/purchase transactions made in Es-
tonia in 2015, worth nearly 2755 million euros; in 2014 it was 44 961 transactions, worth 2322
million euros. Thus, there has been a considerable increase in value (159%), and the transaction
activity increased by 3%.

The increase of the property market's price index in the third quarter of 2015 was 6.3% com-
pared to 2014. The price index of apartment ownership increased by 8%; the price index for

I HITUMAA ECONOMY 2015 REVIEW



vacant land was 0.6% and for land that had been built on it was 7.6%.

In the case of buildings on profit yielding land there has been a decrease, and the financial volu-
me has dropped by 20%. Hiiumaa does not have many rural housing options to offer, although
the demand is there.

There has been an increase on the apartment market; compared to last year, the transactions
and also the financial volume have both increased by 9%. The median price for a square metre
has dropped by 5%, while the average prices rose by 2%. The reason for the low median price
is the low-priced apartments on sale in former collective farm centres. However, the prices of
apartments have increased most in smaller villages.

The prices of farms and housing mainly differ based on the location, distance from the sea and
the size of the land. Prices start from 12 thousand euros for old houses that need renovation
and are situated inland. Still, demand is highest for this type of offer. Farm complexes that are
by the seaside have been sold for up to 660 thousand euros.
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Sale of property in Hiiumaa

(Resource: www.kv.ee)

Number of property transactions and total value by object of transaction
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28 apartments were sold, most of them in Kardla. The most problematic area in the apartment
market is Kaina Parish; there is demand but no offers. Also, there is no rental market in Hiumaa.
The renting is mainly done based on connections.

There is demand for the rental market; some investors have considered the option of buying
cheap apartments which they could then rent out.

77 built-up properties were sold. Those included new houses and also buildings that need re-
novating.

211 vacant land transactions were made. People prefer properties by the seaside.

7 relaxation areas were on sale on the island. The main reason for such a high number is that
the long-time accommodation owners are looking for young and more active people to take
over.

Some shops and industrial spaces were on offer, also a restaurant, a former kindergarten, a
post office, a barn and a business property near Kardla with a depreciated building.

The buildings are usually in a good condition and do not need much investment. Properties,
where the purpose of the land can be changed. are left until the new owner decides what they
want to do with that land.

The areas with the biggest demand are still Képu and Kassari peninsulas and the city of Kardla,
where prices are higher than in any other parts of Hiumaa. During the last years, the seasi-
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de properties of the parish Puhalepa have also been in demand. In Hiiumaa, the proximity of
the sea, developed infrastructure, and quiet and safe environment attract buyers, who mainly
come from outside Hiiumaa. The purchasing power of the native residents is low: the reasons
for this include low salaries and not many workplaces.

Brokers are used more because of convenience. A lot of the sellers live outside Hiumaa, so it is
difficult for them to come themselves and show the properties.

The biggest issue with the property market is ferry-connections. In 2015, when the changes in
ferry-connections were happening, the market crashed for a few months.

From the beginning of 2016, the market began to function again. People have got used to buying
their ferry tickets early. Also, it is now usual that the client leaves their car on the mainland, and
then the broker drives them to the destination on the island.
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Emmaste Parish

Area: 197 km?2

Tax revenues: 997 thousand euros (change +9.7%)
Population (31.12.2015): 1233 (change -1.8%)

Number of taxpayers (year’s average): 582 (change +5.6%)

Mayor of Emmaste Parish, Tiit Paulus

“For the parish, the financial year of 2015 was a year of sustaining and strengthening the achie-
ved financial stability.”

Hiiu Parish

Area: 384 km?

Tax revenues: 3348 thousand euros (change +6.6%)
Population (31.12.2015): 4648 (change -2.3%)

Number of taxpayers (year's average): 2202 (change +6.8%)

Mavyor of Hiiu Parish, Reili Rand

"For Hiiu Parish, the year has been like a gap year in order to find a balance between big projects
and everyday life. The financial situation at the end of the last year made it clear that we could
not continue in the same way; this is why in 2016 we practised a conservative fiscal policy and
looked over our expenses. This has brought us balance in less than a year, so that we may again
make necessary investments in the future.”

K&ina Parish

Area: 188.5 km?

Tax revenues: 1456 thousand euros (change +6.8%)
Population (31.12.2015): 2116 (change +0.2%)

Number of taxpayers (year’s average): 960 (change +3.2%)

I HITUMAA ECONOMY 2015 REVIEW



Piihalepa Parish

Area: 255.5 km?

Tax revenues: 1067 thousand euros (change +2.8%)
Population (31.12.2015): 1567 (change -1.1%)

Number of taxpayers (year’s average): 716 (change -0.6%)

Mayor of Piihalepa Parish, Ants Orav
“2015 was seen as a year of preparations and plan-making for future investments.”
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Successful enterprises of Hilumaa 2015
Starter of the year 2015

Hiiumaa Pruulikoda OU - nominee

0U Hiumaa Pruulikoda opened a brewery-restaurant in Kardla on Vabaduse Street, where the
first sample batch of beer was ready in spring, 2016. Apart from the popular ale-beer, newer
tastes are offered and also lager and wheat beer is produced. Local raw material is used as
much as possible in the production. The enterprise produces beer, where people from Hiumaa
are the ones to regulate the taste development of beer. The pub Wabrik is opened on the
second floor of the brewery, where apart from beer, delicious food is offered.

Triibuvineer OU - Starter of the year 2015

This innovative enterprise started in 2015 and makes products from a material they invented
themselves - stripy plywood. As a raw material, birch plywood, a thin layer of wood, is used.
Their main products include interior design and designed pieces. Simple form, functionality and
user-friendliness characterise Triibuvineer OU products.

Hiiu Graanul OU - nominee

Hiiu Graanul OU was established in 2015 and focused on producing biofuels; at the end of 2016
it will start with pellet production. The planned production capacity of the factory is 20 thous-
and tonnes and the products are meant for export. They want to use the waste of local timber
industries as much as possible and also buy fuel and paper wood.

Investor of the year 2015

Dagoplast AS - Investor of the year 2015

Dagoplast got a new owner in 2015 - BioBag International AS. The main part of the investment
is bringing the production entity from Norway to Estonia. Also, a nearby property was bought
for production rooms. The structure of the produce has changed - different biodegradable
products sold within a group make up an increasingly bigger part. The number of markets has
increased, for example, a notable part of the products is sold to the US.

Dale LD. AS - nhominee

The outside and inside of the enterprise is very organised. Its annual investments include focu-
sing on automation and less handwork in order to increase productivity. In 2015, the enterprise
got new machinery and a robot, the injection moulds were also improved. However, it cannot do
without its employees, and thanks to the continuous investments, Dale LD. AS is able to pay its
employees a salary that is above average.

HMPK 0U - nominee

For HMPK, improving forestry equipment has always been important. Most of its equipment
was already replaced in 2014, but some was also renewed in 2015. Thanks to new equipment,
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repair costs are smaller and standstills shorter, which means increased productivity. Newer
equipment also means a better position in the market; and looking at the results it has paid
off — turnover increased by 13%.

Best of the year 2015

EstPak Plastik AS - nhominee

An enterprise which focuses on producing plastic packaging, and its economic indicators have
improved with every year - turnover increased by 18% in 2015. Technologically. its production
is very modern. 2015 was noteworthy because now, most of the products are made in Saku,
Harjumaa. Because the enterprise has been so successful, only a small part of production is
now in Hiumaa; the enterprise was moved to the mainland due to increased capacities and the
logistics of it.

HMPK 0U - nominee

HMPK's field of activities includes collecting timber, and offering forestry work and transport
services in Hiiumaa and Saaremaa. Export made up 60% of the turnover; turnover increased
in forestry work by 13%, and export to Denmark and Germany by 56%. The enterprise collec-
ted and realised most of the timber which was harvested and sold in Hiiumaa in 2015. Despite
difficult times in the timber market, turnover increased and they were able to maintain pro-
fitability. HMPK values long-term cooperation with timber buyers and sellers, it makes difficult
times more easy.

0U Liishet Tukat - Best of the year 2015

Liisbet Tukat is a family enterprise which produces lights. They produce them as outsourcing
for a Finnish partner OY Lival AB and their cooperation has lasted for nearly 20 years. Out-
sourcing means that the components are Lival's and the lights are produced in Hiumaa. The
production is very labour-intensive - the enterprise has 88 employees. Liisbet Tukat has ba-
sically been established and developed without any outside help, all development has been
made based on equity and profit. In 2015 turnover increased by 12% and export made up 99%.
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Summary

Elmo Harjak,
Corporate Client Manager (Swedbank Kardla office)

The enterprises in Hiumaa are very small. There are 20 enterprises in Hiumaa, which have a
bigger turnover than 1 million euros, and only 30 enterprises have more than 10 employees. It
can all raise a question — why is the review of this microscopic economy necessary? For people
in Hilumaa, it is an opportunity to see how we are doing, plan solutions to problems and see how
these solutions are working. Also, the smallness of Hiumaa is one of the reasons for putting
together this book for the 19th time.

The good news is, that Hiilumaa's enterprises are less vulnerable than one big enterprise. The
bad news is, that our enterprises are very vulnerable to any changes in transport. Thus, a chan-
ge in ferry-connections can have a long-term affect which is felt by all of Hiumaa’s residents.

Robert Kitt has said that the biggest problem of Estonia’s economy is a small population - too
few clients and employees. In Hiumaa, that same problem is even more intensive, the popula-
tion is decreasing and ageing. Births are also decreasing. The issues on these kinds of islands
is that when the population is decreasing, demand decreases as well and without enough de-
mand, the provision of important services is stopped, as it is not profitable enough and the
quality does not meet expectations.

The compilers of the economic review are happy with the result — measuring of Hiiumaa's
economy has become more precise. During previous years, we did not know the contribution of
self-employed entrepreneurs in the economy. This review is more precise. We have also chan-
ged the logic behind the data of enterprises in many parishes. In order to be more accurate, we
have divided the added value and turnover based on the number of employees in a parish. We
believe that it is more accurate, even though the result might not be pleasant - an increase is
not predicted.

There has been a lot of discussion about what the advantage of Hiumaa is, and why this place
is better for an enterprise than for example the mainland. Today, the main reasons include
safety and a good living environment. Development does not seem enough; we need a strong
advantage in competitiveness and it cannot be just a good ferry-connection.
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Compilers

Swedbank Kardla office
Keskvéljak 5a, 52413 Kardla
e-mail: elmo.harjak@swedbank.ee

SA Tuuru

Vabrikuvaljak 1, 92411 Kardla
e-mail: info@tuuru.edu.ee
www.tuuru.edu.ee

Hilumaa Union of Municipalities
5 Leigri Square, 952401 Kardla
e-mail: hol@hiiumaa.ee
www.hol.hilumaa.ee

Hiiu County Government

5 Leigri Square, 92401 Kardla
e-mail: info@hiiu.maavalitsus.ee
www.hiiu.maavalitsus.ee

Hilumaa Entrepreneur Association
Pollu 32, 52412 Kardla
e-mail: tanel@faasion.ee
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Resources

Republic of Estonia Tax and Customs Board
Eesti Pank

Annual reports of enterprises

Hiiu Leht

Hiiu County Government

Republic of Estonia Ministry of the Environment
Republic of Estonia Land Board

Ministry of Finance

State Forest Management Centre

Statistics Estonia

Eesti Todtukassa

Business Register

Sponsored by

u “. Hiiurnaa
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Enterprise Estonia
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