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Estonia has responded to energy security concerns related to a hostile Russia by supporting uncompetitive oil
shale power plants located no more than 2 km from the Russian border. How did this policy come to appear as
necessary and legitimate, and what can this tell us about the politics of phasing out fossil fuels in our time of
geopolitical instability? This article uses discursive policy analysis to analyze 21 interviews with key Estonian
experts and decision makers and 27 policy documents. It traces a shift that has unfolded in Estonian energy
policy discourse between 2015 and 2024, from placing faith in market-based and common EU policies towards
emphasizing state interventions to secure domestic fossil capacities. The article explores how the interplay be-
tween this shift and the prevalence of a neoliberal free-market rationality has ruled out alternative ways of
providing energy security and portrayed state support to oil shale power as unfortunate but necessary. It explains
how fossil subsidies have been reconciled with free-market neoliberalism, and argues that the result is a con-
tradictory approach to energy security that places faith in a single large oil shale complex located right on the
border with Russia. Finally, it explores the wider implications of neoliberalism for energy politics in our time of
geopolitical instability, arguing that it can empower incumbent industries and restrict the ability of states to act
strategically and preemptively, thereby locking them in a state of continued crisis management where fossil

subsidies appear as the only option for providing energy security.

1. Introduction

Two enormous oil shale power stations are located in Narva, no more
than two kilometers from Estonia's border with Russia. No longer
competitive, they remain operational only because the state has defned
them as a strategic reserve vital to Estonia's supply of electricity, and
implemented policies to delay their phasing out. Considering the loca-
tion of the plants and the fact that Russia is perceived as the fundamental
threat to energy security, it would be an understatement to call these
policies puzzling. Moreover, experts and decision makers in Estonia
agree that the plants are technologically and economically ill suited for
acting as a reserve, not to even mention their carbon emissions. How and
why, then, did delaying the oil shale phaseout become the mainstay of
Estonia's approach to energy security? This article argues that the
answer can be found in an interplay between neoliberalism and a
discursive shift during the last decade, towards the framing of domestic
fossil capacities as necessary for energy security (referring in this context
to security of power supply). Moreover, it uses this case to theorize about
how similar dynamics can shape the future of fossil fuels in our time of
geopolitical instability — both in Estonia and on a wider scale.
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Toset the scene, the last decade has seen fossil technologies starting to
decline because of climate policies and competition from cheap renew-
ables. Fossil industries have often responded by framing their technolo-
gies as necessary for maintaining energy security, in order to gain state
supportand delay phaseouts [1]. This has proven effective, particularly in
uncertain times [2], such as the current period [3]. But supporting fossil
industries runs counter to a key governing principle in contemporary
capitalist societies, which is to let free competition on the market allocate
resources and phase out uncompetitive enterprises. Once hailed as a
cornerstone of capitalist growth and competitiveness [4], unproftable
fossil technologies are becoming incompatible with this “neoliberal” ra-
tionality. Thus, there are cases where free competition has trumped both
security-related concerns and the political infuence of fossil industries
[5]. The future of fossil industries is thus contested and uncertain, hinging
on how free-market neoliberalism and energy security are constructed
and negotiated. But research is lacking on the interplay between
neoliberalism and the framing of declining fossil industries as necessary
for energy security. Energy security and free competition are both vague
concepts that can be invoked strategically to further different agendas.
Previous research has shown that arguments pertaining to free
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competition are ambiguous enough to be used by hoth sides in conFicts
over energy transition policies [6], and calls have been made for further
research on how they are used to infuence the politics of phasing out
fossil fuels [5]. Energy security is also an ambiguous concept that can be
framed in different ways [ 7], to further different interests [8]. Yet, most
research on energy security has focused on defning and measuring it (e.g.
[9,10]), rather than on questions of politics. The studies that do engage
with the politics of energy security tends to focus on international re-
lations and how foreign states are perceived, e.g. as threats or partners
[11-13]. Less has been written about how energy security is invoked to
delay the phasing out of declining fossil industries [14]. Moreover, few
studies have focused on how neoliberalism interacts with the framing of
these industries as necessary for energy security.

The present article addresses this gap in the previous literature by
turning to the case of Estonia's oil shale decline, in which the tension
between “free market” neoliberalism and security-oriented geopolitics is
both unusually urgent and particularly pronounced. The country has
distanced itself from its Soviet past by becoming one of Europe's most
market-oriented and neoliberal societies [15]. At the same time, security
is a dominant concern in the formerly occupied country, and the threat
of sabotage against energy infrastructure and even invasion looms large
in public discourse. This tension has become acutely relevant in relation
to oil shale, which has become hopelessly uncompetitive but remains the
mainstay of Estonia's approach to energy security. Thus, it offers a prime
opportunity to explore the discursive construction and negotiation of
free competition and energy security, and how this affects declining
fossil industries.

To this end, the article draws on Carol Bacchi's [16,17] discursive
policy analysis. The latter is both a theory and a method, which high-
lights how discourse makes certain measures appear as legitimate or
even necessary while ruling out others, and how this in turn depends on
particular historical developments and rationalities (such as neoliber-
alism). The research question that guides this article is thus how Estonia's
policy of delaying the oil shale phaseout came to appear as necessary.

The article traces a shift that has unfolded in Estonian energy policy
discourse between 2015 and 2024, from placing faith in market-based
and common EU policies, markets, and infrastructures, to emphasizing
state interventions to secure domestic capacities. It shows how this shift
together with the prevailing infuence of neoliberal ideas ruled out
alternative ways of ensuring energy security, thus portraying a
continued reliance on oil shale as an unfortunate but necessary pre-
caution. The article shows that the result is a contradictory approach to
energy security that places faith in a single large oil shale complex that is
located right on the border with Russia. Finally, it explores the wider
implications of neoliberalism in our time of geopolitical instability,
arguing that it can empower incumbent fossil industries and restrict the
ability of states to act strategically and preemptively, thereby locking
them in a state of continued crisis management where fossil subsidies
appear as the only option for providing energy security.

2. Background

Oil shale is a solid fossil fuel comparable in many ways to lignite, that
has been mined in Estonia for over a century. It can be refned into liquid
shale oil, which the Estonian industry exported to Germany in the 1930s.
It can also be turned into household gas, which the industry supplied
Leningrad with after the Soviet takeover [18] (p. 133). As the emerging
USSR natural gas industry made shale gas redundant while demand for
electricity grew, the oil shale industry was reoriented once more. Two
gigantic thermal power plants, the Balti Elektrijaam (1430 MW) and the
Eesti Elektrijaam (1615 MW), were commissioned in Narva between the
late 1950s and early 1970s (see Picture 1 and Picture 2). They fre solid
oil shale, and are often referred to as the “Narva plants”. Up until the
2010's, they accounted for almost all of Estonia's power production [19].

The Narva plants epitomized the Soviet vision of modernity, in which
electrifcation was a centerpiece (illustrated in Picture 3). But Estonia's
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relation to oil shale was ambiguous. The industry was a symbol of Soviet
colonialism and environmental degradation, most of its products were
sent elsewhere, and Moscow's policy was to “russify” it. It is no coinci-
dence that the industry became a key point of contention for environ-
mental protests in the late 1980s, which turned into a catalyst for
independence [20]. Simultaneously, many saw it as a way of preserving
unique science and technology within Estonia [18] (p. 295ff). After in-
dependence, it provided a fully domestic power supply and much-
needed revenue from exporting shale oil.

After the Soviet Union, the Baltic states continued to be a part of the
post-Soviet IPS/UPS power grid. Frequency regulation, one of the main
technical challenges of grid operation, was thus managed largely by
Russia. This dependency was considered risky, and different alternatives
were explored. In 2018, the fnal decision was taken to desynchronize
the Baltics from the IPS/UPS, and to join the Continental Europe Syn-
chronous Area [21]. This large and costly infrastructural project was
supposed to be completed in late 2025, but the deadline was expedited
after Russia's full-scale invasion of Ukraine. The Baltics were thus syn-
chronized with continental Europe already on February 9, 2025.

Producing electricity from oil shale is both carbon-intensive and
ineffcient. By the late 2010s, ageing technology and infrastructure,
competition from renewables, and CO, prices within the EU Emissions
Trading Scheme (ETS) had made oil shale power unproftable [22].
When CO prices began to increase massively around 2019, this spelled
the doom for oil shale electricity, which started to decline rapidly. As
Fig. 1 illustrates, production from biomass, solar, and wind have
increased, but not enough to cover the oil shale decline. This turned
Estonia from a net power exporter to a net importer (despite falling
domestic consumption under Covid-19), which raised concerns over
security of electricity supply. Despite the declining production, 1165
MW of oil shale power is kept operational due to government in-
terventions — ready to produce electricity when prices are high enough
or if necessary to ensure supply [22].

The oil shale industry is located in Ida-Virumaa, a marginalized re-
gion in Estonia's northeast that is heavily dependent on the industry. The
region is home to a Russian-speaking minority, which has been subject
to fear and marginalization by central authorities [24]. Concerns have
included social unrest as well as Russia using this as a pretext for some
kind of interference. These concerns are decreasing, however, as social
unrest has been absent [25].

The largest oil shale company in Estonia (and the world) is state-
owned Eesti Energia, founded in 1939. In 2022, it produced almost all
shale-based electricity in Estonia, 39% of the oil, and mined 59% of the
oil shale [26]. Private owned Viru Keemia Grupp (VKG) was the largest
producer of oil (52%), and second in mining (32%) [26]. The third
largest company, Kivieli Keemiatoostus, is considerably smaller.

2.1. The policies of delaying the oil shale phaseout

In 2019, the Estonian Government ordered Eesti Energia to keep at
least 1000 MW of domestic dispatchable generation available until the
end of 2023 [27].1 This policy was renewed in 2022, to be effective until
the end of 2026 [28]. These decisions were made because Eesti Energia
would otherwise phase out the Narva plants on commercial grounds.
This raised two concerns in 2019: energy security and unemployment in
Ida-Virumaa. By 2022, energy security was the overriding concern.

These policies were easy to implement, as the Government could
simply issue instructions to its own company. But keeping the Narva
blocks operational was costly for Eesti Energia. This led to calls for
compensating the company. In the EU, measures to reimburse capacity
owners for providing security are called capacity mechanisms, and the
mechanism that was discussed in Estonia was a so-called strategic reserve

1 The current 1165 MW is needed to fulfll this obligation during
maintenance.
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Picture 1. Narva and its power plants (labeled “Eesti SEJ” and “Balti SEJ”). The dashed line indicates the border with Russia.

Source: Republic of Estonia Land and Spatial Development Board.

Picture 2. Balti Elektrijaam in 2024. Or “The remains of a dying giant”, according to a Google Maps review. Only one block (192 MW) is still in commission.

Author's photo.

[29]. This means that the state pays for a specifed level of capacity to be
kept operational. The supported capacity does not participate on the
market unless there is a shortage. Effects on power prices are thus
reduced, supposedly minimizing market distortions and negative effects
on investments in other capacities. As a strategic reserve entails state aid,

the state has to get approval by the European Commission after showing
that a reserve is necessary for energy security’ and analyzing and
removing market distortions that may have caused the situation. Prepa-
rations for Estonia’s strategic reserve started in 2019, it was decided to
start implementation in 2022, and it will be effective from 2027 [30].

2 Using the common European Resource Adequacy Assessment methodology.
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Picture 3. Monument Energia. Installed 1982 outside the entrance of Balti
Elektrijaam.
Author's photo.

3. Theory
3.1. Analyzing problem representations
This article draws upon Carol Bacchi's [16,17] “What's the problem

represented to be?” (WPR) approach to discourse analysis. The WPR
approach builds on a number of discourse-theoretical premises, from

Fig. 1. Domestic production and consumption of electricity in Estonia (GWh).
Source: Statistics Estonia [19,23].
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which it derives a set of analytical questions to analyze how certain
policies are represented as legitimate while other are marginalized.

First, following Foucault [31,32], the WPR approach highlights that
discourse defnes the problems that policies are supposed to solve. These
problems are not taken to be naturally given, but contested discursive
“problem representations” that can be defned in different ways. Prob-
lem representations make certain measures appear as necessary and
legitimate, while ruling others out. Thus, as the frst step in answering
the research question of how Estonia's policy of delaying the oil shale
phaseout came to appear as necessary, this article asks what the problem
that this policy is supposed to solve is represented to be. This focus on
problem representations is not do deny the importance of “real” issues or
“material” factors for infuencing policy, but rather to stipulate that we
make sense of them through socially constructed systems of meaning.
Thus, this article does not study the effect of material factors directly, but
it does show how they are problematized in energy policy discourse.

A second premise is that problem representations draw upon and
reproduce certain underlying assumptions without which they would
not make sense. Some assumptions are derived from rationalities of
government, which can be understood as modes of reasoning that appeal
to some kind of expertise, science, or body of knowledge to legitimize
certain ways in which to represent problems [16] (p. 6). This article
defnes neoliberalism as such a rationality, discussed in the next section.
Moreover, informed by Foucauldian “genealogy”, WPR highlights that
the process in which some problem representations are elevated to
offcial policy is the result of particular historical developments [17] (p.
46). Thus, to gain deeper insight into how delaying the oil shale
phaseout came to appear as necessary, the article traces the assump-
tions, rationalities, and historical events that has enabled the dominant
problem representation.

Finally, problem representations legitimize policies by ruling out
alternative ways of understanding the issue, in ways that are often im-
plicit and unquestioned. This comes with an imperative for researchers
to highlight alternative ways of problematizing the issue that have been
side-lined. The aim is not to map dissenting voices empirically, but to
critically interrogate dominant problem representations and to shed
light on their silences and internal contradictions.

Based on these discourse-theoretical assumptions and drawing on
Bacchi [16], this study asks fve questions to explore the problem rep-
resentation that underlie Estonia's policy of delaying the oil shale
phaseout:

1. What was the problem represented to be in Estonia's policy of
delaying the oil shale phaseout?
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2. What historical developments made it possible to produce and
disseminate this problem representation?

3. What assumptions and rationalities
representation?

4. What are the implications for the legitimacy of different policies?
Which measures appeared as legitimate, and which were ruled out?

5. What critical perspectives and alternative ways of problematizing
the issue were side-lined?

underlay this problem

The practical application of these questions is discussed in the
methods and material section (Section 4).

The WPR approach, like all methods, has its limits. First, it focuses on
dominant problem representations and deep-seated assumptions that
are widely shared among different stakeholders and constitute a kind of
“common sense” in policy circles. This comes at the expense of not
highlighting the standpoints of individual actors or how they form
discourse coalitions, like e.g. Argumentative Discourse Analysis does
[33]. Moreover, compared to approaches such as Critical Discourse
Analysis [34], WPR offers little in terms of micro-analysis of how texts
and speech are constructed linguistically. Furthermore, its focus on
particular policies is not as conducive to exploring the formation of
broader identities and political movements as approaches like Political
Discourse Theory [35]. What the WPR does offer, however, is an account
of how problem representations make certain policies appear as neces-
sary and the historical roots of these problematizations, which makes it
suitable for answering how Estonia's policy of delaying the oil shale
phaseout came to appear as necessary.

3.2. Neoliberal rationality of government

Originally an economic and political theory, neoliberalism can be
traced back to the Austrian and Chicago schools of economic thought. It
entered mainstream politics in the 1970s, after the post-war Keynesian
economic order had been undermined by global economic restructuring
and oil crises. Since then, neoliberalism has turned from a theory
espoused by intellectuals into a rationality of government that has
increasingly come to defne state-market relations, even if the term itself
is rarely used. In Estonia, neoliberal ideas were spread through
communication networks with Scandinavia that were enabled by the
perestroika reforms [36]. Espoused by Swedish trade associations and
the neoliberal think tank “Timbro”, they were picked up by many of
those who would become key offcials after independence, seen as a way
of aligning Estonia with the West [15]. The ensuing neoliberal transition
was particularly thorough, and Estonia is often referred to as a poster
child of free-market reforms.

The neoliberal vision is one of a “de-regulated” society where the
state has been reigned in and where free competition is elevated to a
governing principle, presumably expanding individual freedom as well
as economic effciency, growth, and progress [37,38]. But in practice,
creating and sustaining free competition requires regulation, supervi-
sion, and state intervention. Moreover, deregulation often results in
protracted crises that forces states to engage in continued crisis man-
agement [39] (p. 26). Thus, despite the rhetoric of deregulation,
neoliberalism does not necessarily result in less government, but in a
particular form of it [38,40]. Rather than rolling back the state, neolib-
eral governance entails using the state to promote competition — and to
patch things up when deregulation fails.

In the context of energy policy, the principle of free competition is
typically translated into calls for technological neutrality, meaning that
the state should refrain from “picking winners” and instead let the
market choose which technologies to invest in [6,41]. Interventions are
only acceptable to the extent that they promote free competition by
addressing a market failure — such as the ETS, that puts a price on carbon
emissions. Except for addressing market failures, neoliberalism comes
with a strong baseline aversion towards subsidies.

Another implication of elevating free competition to a guiding
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principle is that society as a whole is recast in terms of market relations.
Non-market institutions that are not necessary for upholding property
rights and competition should either be privatized, abolished, or rein-
vented in “market-like” ways [42]. This does not necessarily rule out
state ownership of enterprises, as long as these enterprises are governed
like regular private companies, tasked with generating proft in competi-
tion with others. Applying this principle to national energy companies is
a core feature of so-called “de-regulated” power markets — such as
Estonia's.

4. Methods and material

The primary empirical material consists of 21 interviews. As problem
representations are produced and disseminated through discursive
practices at multiple sites [17] (p. 5), the aim was to include key experts
and decision makers from all of the most central organizations in Esto-
nian energy governance. The strategy used to identify them consisted of
consulting previous research and reports on Estonian energy policy, peer
debriefng with energy scholars and political scientists, and asking in-
terviewees for advice. The organizations include Ministries, oil shale and
energy companies, public agencies, business organizations, unions, and
academia. Most of the interviewees have worked at several of these
organizations. They Fll key roles such as (past or present) CEO:s, Min-
isters, Chairs of Boards, Director Generals, Senior Advisors, Secretary
Generals, and Directors. Because of their key positions, it would be easy
to identify them if their full titles were disclosed. Titles are therefore
kept deliberatively vague, such as “manager” and “expert.” See (Ap-
pendix A) for a list of interviews. To help with the task of identifying
alternative ways of problematizing the issue, a second category includes
representatives of NGO:s, renewable energy associations, and local
communities in Ida-Virumaa.

The interviewees were selected to refect the expert knowledge and
formal standpoints of their organizations. They were interviewed in
their capacity as professionals, and their personal views were not in
focus. The interviews were held between June and December 2024. All
except one were recorded and transcribed.

The article followed the common practice of “triangulation” [43].
The interviews were thus complemented by 27 policy documents that
provide an insight into Estonian oil shale politics. They were used to
ensure that the problematizations and assumptions in the interviews
were echoed in central policy documents. They were also key to
analyzing their history (Question 2). Three week-long feld trips to
Narva, Tallinn, and oil shale towns and sites in lda-Virumaa were made
to provide contextual knowledge.

The empirical analysis was structured around the fve analytical
questions presented above. Question 1 was a fairly straightforward
inductive exercise of identifying how problems were represented in the
material. Question 2 inquire into the historical events that enable (and
constrain) problem representations, and it was answered both through
reports that documented, and interviewees that experienced, historical
developments. Question 3 delves deeper into the assumptions and ra-
tionalities that underlie these representations. A large number of coding
categories were generated inductively and later grouped into three sets
of assumptions. This was an iterative process of reading and going back
and forth between coding categories and the material. Question 4 tied
the analysis together by inviting refection on how the dominant prob-
lem representation made certain policies appear as legitimate, while
others were ruled out. While such an analysis shows how policies are
legitimized, it does not provide a full account of all the causal re-
lationships that infuence policy. Question 5 called for a critical reading
of the problem representation in the light of critical voices in the
empirical material as well as previous research and theory.

5. Results: stuck with oil shale

The problem representation that legitimized Estonia's policy to delay
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the oil shale phaseout was that Estonia needed at least 1000 MW of
dispatchable power capacity within the country to ensure security of
supply and that there were no feasible alternatives to oil shale, at least
not in the short term. It was widely acknowledged that oil shale is costly
and polluting. But in lieu of alternatives, Estonia was stuck with it for the
time being. As one interviewee put it, “oil shale is what we have, and we
have to use it.”> No longer competitive on the market, oil shale had to be
supported by the state, which was ultimately responsible for security of
supply.

This problem representation was reiterated in one way or another by
almost all of the respondents, echoed in central policy documents, and
explicitly referred to as the reason for delaying the oil shale phaseout.
There were no other problem representations that were reiterated
widely enough in the empirical material to be categorized as serious
contenders or that interviewees claimed had any direct effect on policy.
A few respondents and documents did however question parts of its
underlying assumptions (further discussed in Section 5.4).

This representation of the problem was quite different from how
energy security was problematized less than a decade earlier in Estonia.
The analysis is therefore presented chronologically, with the next sec-
tion tracing earlier problematizations and the historical developments
that instigated this discursive shift (Question 2). The subsequent Section
5.2 draws upon this historical analysis and delves deeper into the as-
sumptions that underlie the current problem representation (Question
3). Section 5.3 ties the analysis together by discussing the implications
for policy (Question 4), and Section 5.4 concludes with critical per-
spectives and alternative problem representations (Question 5).

5.1. The history of losing faith in the common electricity market

This section traces a shift in how energy security was problematized
in Estonia, from trusting market-based approaches, the EU, and power
generation in other member states, to ensuring domestic capacity
through state interventions. Estonia's Transmission System Operator
(TSO) Elering has published annual reports since 2015 [44-52], and
more detailed “security of supply reports” since 2016 [21,53-59]. As
Elering is formally responsible for Estonia's energy security, these re-
ports provide an excellent opportunity to gain insight into the shifting
discourse. Other key policy documents and interviews with respondents
who experienced the shift were used to complement Elering's reports.

5.1.1. 2015-2018: a market-based and regional approach

In this period, a market-based and regional (EU-focused) approach to
energy security prevailed. This approach can be traced back to the
institutionalization of neoliberalism into Estonian energy policy in
2010-2013, when the TSO Elering was separated from Eesti Energia and
the power market was opened up for competition. These years saw the
leadership of Elering and Eesti Energia, arguably the two most infu-
ential organizations in energy policy, taken over by young professionals
educated in economics and business administration, cementing the
institutionalization of neoliberal ideas (see [60]).

Between 2015 and 2018, Elering described market distortions as the
main energy security “problem”. The reasoning was that new in-
vestments in power generation were necessary, as consumption was
increasing while old capacities were decommissioned. But on a common
European energy market where subsidies, capacity mechanisms, and
price caps distorted price signals (by lowering prices), these investments
were hampered. Removing market distortions across the EU was
therefore key [59] (p. 8). If the rest of Europe would only embrace the
market approach, like Estonia, power prices would reach “exactly the
level needed to ensure that the necessary generation capacity or con-
sumption management can enter the market” [53] (p. 74). The textbook
neoliberal reasoning was that this would ultimately be the cheapest

3 Interview 2.
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option for consumers, industry, and society at large.

Capacity mechanisms were considered market-distorting and thus
counterproductive. Elering even made a proposal to discourage other
countries from using them [53] (p. 96). Subsidizing domestic alterna-
tives to Frm capacity, such as energy storage and offshore wind power,
was also considered market-distorting, and several interviewees argued
that the neoliberal approach explains Estonia's lack of substantial pol-
icies to support them.

A crucial aspect of this representation of the “problem” was that
energy security was conceptualized as a regional, rather than national,
issue. As the European electricity market is interconnected, the argu-
ment went, Estonia’s security of supply was inseparable from that of the
wider region:

security of supply in the common European energy market is a
transnational issue and developments in the region and Europe as a
whole are key. In Estonia, it is not possible to make investments in
power plants on a scale that would guarantee the region's production
security.

[53] (p. 70)

To be effective, measures had to be regional. A key assumption
behind this perspective was that interconnections were no less reliable
than generation capacities, and this was stated repeatedly, e.g.: “In
terms of security of supply, interconnections are no less secure than
power stations in Estonia” [59] (p. 8). This was also refected in analyses
and scenarios that assess future security of supply, which treated in-
terconnections exactly like domestic dispatchable capacity. Import de-
pendency was not problematized at all, even though it was estimated
that Estonia would depend on a large share of imports for covering its
peak consumption after the Narva blocks were decommissioned.

5.1.2. 2019-2021: from the regional market approach to domestic capacity

This period saw a rapid shift towards the notion that the state should
guarantee that there was dispatchable generation within Estonia, epito-
mized in the instruction to Eesti Energia to keep 1000 MW of oil shale
operational. The market-based and regional approach was still consid-
ered superior in terms of cost-effectiveness, but this point was now toned
down, and it was conceded that a capacity mechanism would be
necessary “if the energy-only electricity market does not provide an
adequate level of security of supply” [55] (p. 10). In 2020, this
“adequate level” was explicitly defned as having 1000 MW of frm ca-
pacity in Estonia [56] (p. 72), a defnition that is still used in offcial
strategies [61].

The position that Estonia needs 1000 MW of domestic dispatchable
capacity was based on a simulated scenario in which Russia suddenly
disconnected the Baltic states from the IPS/UPS. They would then have
to operate as an isolated Baltic Synchronous Area, until they could be
synchronized with continental Europe. This would mean that the in-
terconnections to the Nordic countries would be limited to 400 MW for
safety reasons, as a small Baltic Synchronous Area would be unable to
handle sudden failures of larger capacities. The likelihood of this sce-
nario was described as increasing due to the “situation” in Russia, and
planning for it as Elering's “central priority” [48] (p. 5). Elering expected
that this scenario could be handled until 2030. After that, economic
analyses prognosticated that oil shale phaseouts would bring dis-
patchable generation below 1000 MW, leading to shortages during peak
hours. Without further explanation, or even an estimation of the amount
of missing capacity, it was concluded that Estonia needed the conspic-
uously round number of 1000 MW. No explanation was given as to why
e.g. additional interconnections could not be counted upon in this
scenario.

In addition to the risk of a sudden disconnection from the IPS/UPS,
several other developments contributed to the discursive shift towards
domestic capacity. First, when the carbon price increased, Eesti Energia
started to communicate that they would soon phase out oil shale power
unless something was done. This created a sense of urgency among
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policymakers, as a lack of domestic capacity was no longer a hypo-
thetical scenario. It also raised fears over social unrest in lda-Virumaa,
even if interviews and previous research [21] show that these fears
have decreased since then. Second, the planned desynchronization from
the IPS/UPS was drawing closer, and the fragility of the in-
terconnections between the Baltics and the continental power system
that they would join became more salient. Third, many interviewees
argued that Covid-19 had shown that during crises, even EU member
states tended to prioritize their own constituencies over international
agreements. Energy trade could be halted, which highlighted the
importance of domestic fuels and capacities.

By 2020, Elering had also decided that a strategic reserve would be
the most appropriate capacity mechanism, based on a consultancy
report [29]. This was considered the least market-distorting option, as
strategic reserves only participate on the market during emergencies
[62]. The European Commission also preferred strategic reserves for this
reason, making implementation easier. However, as more than 1000
MW oil shale was expected to be competitive until 2030, Elering did not
yet propose the implementation of a strategic reserve [48] (p. 23).

5.1.3. 2022-2023 the shift is consolidated

The discursive shift was consolidated after Russia's full-scale inva-
sion of Ukraine in February 2022. The security of supply situation was
described as “more unpredictable (...) than ever before” and the risk of
Russia disconnecting the Baltics from the IPS/UPS was highlighted [57]
(p. 11). The possibility of sabotage against infrastructure, particularly
interconnections, was also emphasized. Several interviewees referred to
the Baltic connector gas pipeline disruption in 2023, by a ship registered
in Hong Kong:

if we will lose the connection with Finland and Sweden for any
reason, maybe some Chinese ship coming and destroying it, then
Estonia could have a blackout.”

Shortages of gas and other fuels became another increasing concern
after the energy crisis and decreased Russia-EU energy fows. In contrast
with earlier periods, Elering also started to describe dependency on
imports, even from other EU countries, as a problem [58] (p. 107).

These risks were taken as arguments for a more active state, which
created tensions as market-based solutions were still held high. Elering
managed this tension by simply ceasing to elaborate on the market
dimension, only mentioning it in brief. Moreover, economic analyses
now showed that all of the remaining Narva blocks would be uncom-
petitive already 2027, just when Eesti Energia's instruction to keep 1000
MW would expire. Domestic capacity would then drop dramatically. A
prolongation of Eesti Energia's instruction seemed unlikely, since the
company had been successful in communicating its discontent with the
allegedly unsustainable costs for keeping the plants. These costs had
been increasing since 2019, in tandem with carbon prices. Almost all
interviewees were aware of Eesti Energia’'s disapproval, and certain that
the instructions would not be renewed. Thus, Elering proposed the
implementation of a capacity mechanism by 2027 [57] (p. 77).

5.2. Assumptions and rationalities

Drawing on the historical analysis, this section goes deeper into three
sets of key assumptions and rationalities that underlie the current
problem representation: that there were no alternatives to oil shale, that
oil shale was technically and economically unsuitable but had to be
supported anyway, and that the state was responsible for providing this
support.

5.2.1. Oil shale is what we have - the lack of alternatives
One set of key assumptions behind the idea that Estonia needed

4 Interview 10.
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1000 MW of oil shale had to do with the notion that other alternatives
were either insuffcient, insecure, or not yet available.

The alternative to a power system based on dispatchable capacity is
one based on renewables, storage, fexible demand, and in-
terconnections. Such a system was considered feasible when the market-
based approach dominated. But it had now become considered common
sense that there were no secure alternatives to domestic dispatchable
capacity, and this assumption was expressed by most of the interviewees
and in central policy documents (e.g. [59,61]).

Renewables were considered vital for delivering low-cost electricity,
but also as unsuitable for providing security of supply due to their
intermittency, especially since peak loads tend to occur in cold weather
when there might be little sun and wind:

When it's very cold, and there is no sun, and no wind, and we have
30 degrees. That's the reason why we need oil shale.”

Storage and fexible consumption were described as key for
balancing supply and demand within the day. But not for providing
power over longer periods (weeks). Most respondents agreed that this
would require unrealistic amounts of storage, and that Fexible con-
sumption was only realistic for short periods.

A key part of any system that is not based on dispatchable capacity is
the ability to import electricity when domestic production cannot cover
demand. As the conditions for renewable electricity are always present
somewhere, given a large enough interconnected area, interconnections
can provide a reliable supply over time. But interconnections had now
become considered insecure in Estonian energy policy discourse. Sabo-
tage remained a major concern, and the unintentional technical failure
of Estlink 2 in the beginning of 2024 added to the perceived fragility of a
system based on interconnections.®

Another concern was that a situation could arise in which capacity
was lacking in the whole region, as frm capacity has decreased in
Estonia's neighboring countries as well. As discussed above, Covid-19
had already shown that other states were likely to put their own in-
terests Frst during crises. In essence:

It is nice to have connections, but if there is a crisis everywhere, you
might have friends, but home is more important.”

Many respondents believed in replacing oil shale with other dis-
patchable capacities, fring imported liquefed natural gas (LNG). Gas
plants can ramp up and down quickly and effciently, making them more
useful than oil shale for balancing a system based on renewables. With
roughly half the emissions of oil shale, they would also be less polluting
and less burdened by the carbon price. Thus, most respondents thought
that gas would be both cheaper and more useful as a power source of last
resort. It was also argued that gas plants could fre cleaner fuels, once
available.

But replacing oil shale with gas would take a long time. Large capital
costs and Ferce competition discouraged market-based investments. Gas
power would thus need state aid, which entails an uncertain and lengthy
process of planning, getting approval from the European Commission,
and making a public tender — before construction would even begin.
Even when Estonia got a special derogation from the state aid rules to
procure 500 MW of gas power to provide frequency regulation to sup-
port desynchronization, this (still ongoing) project was protracted [63].
Other projects would be even more complicated. Thus, gas was seen as a
likely successor of oil shale, but not in the near term.

In short, interconnections were considered insecure, gas not yet
available, and renewables, storage, and fexible consumption insuff-
cient. Thus, the only alternative that remained, for the time being, was
oil shale.

5 Interview 1.
8 Estlink 2 failed again on Christmas Day 2024, this time due to sabotage.
" Interview 16.
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5.2.2. The drawbacks of oil shale

A second set of assumptions had to do with the competitiveness and
technological suitability of oil shale. Almost all interviewees held that
oil shale was unable to compete on an open market, and this was reit-
erated in central documents (e.g. [22,59]). But in lieu of alternatives,
this became an argument for supporting oil shale rather than letting it
decline.

Almost all interviewees believed that the Narva plants would be
phased out in the 2030s or 2040s because of their uncompetitiveness. As
discussed in Section 5.1, this understanding was cemented around 2019,
when ETS prices increased. But the failing competitiveness of the plants
was also attributed to their age, for example by referring to them as “old
Soviet Union technology.”® Another issue was that the industry depen-
ded on economics of scale and continuous operation. As a private oil
shale company executive put it:

Oil shale electricity production cannot be turned up and down
quickly. There are mining operations. It's not like “oh, it was a warm
winter. We didn't order anything”. That's a huge machine working,
that you need to keep on. From that angle, it's defnitely not the best
solution for reserve power.’

Furthermore, the Narva plants were designed to operate as a base-
load, not to be ramped up and down. It takes a long time to warm them
up which is costly in itself, and ramping them up and down increases
mechanical stress, which translates into high maintenance costs. But
with a large share of low marginal cost renewables, power prices are
both volatile and usually too low for operating the plants for long
consecutive periods. As an executive at Eesti Energia put it:

We have quite volatile energy prices and not only during the week,

but even during the day. And those ups and downs... The power

stations are built for baseload, so they are not designed to work that
10

way.

Many interviewees also pointed out that slow-ramping baseload
plants are much less useful for Estonia than fast-responding capacities as
they are not suitable for frequency regulation — the crucial task of
countering sudden shifts in supply or demand.

For these reasons, almost all interviewees agreed that oil shale was ill
suited both as a reserve and for balancing a system based on renewables.
But they also agreed that lacking alternatives, oil shale was necessary to
provide energy security at the moment.

We have oil shale, we have a source of energy, but it costs a lot of
money to keep them ready for security, and of course somebody has
to pay for it.*!

Despite its problems, Estonia was stuck oil shale. And lacking alter-
natives, the uncompetitiveness of oil shale became an argument for
supporting it rather than letting the market phase it out.

5.2.3. State-market relations

A third key assumption behind Estonia's policy to delay the oil shale
phaseout was that the state should intervene to ensure security of sup-
ply, rather than leaving it to the market. But the neoliberal belief in
“free” competition and undistorted markets was still widely held. Both
of these conficting views were expressed in the majority of the in-
terviews and in central documents (e.g. [61,62]).

Many interviewees resolved this contradiction by arguing that while
market-based solutions are preferable, the energy market was already
distorted, to the disadvantage of dispatchable capacities. Supporting
dispatchables was, unfortunately, necessary to compensate for these

8 Interview 9.
9 Interview 16.
10 Interview 12.
1 Interview 2.
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distortions. First, it was pointed out that the common EU market was
permeated with state support in the form of capacity mechanisms and
renewable energy subsidies, despite its purpose to facilitate free
competition:

We have a very strange system in Europe. We have the most market-
liberal model on the globe, super liberal. And in addition to this, a
massive injection of state aid. It's a strange model.*?

These interventions lowered power prices by increasing supply, thus
blocking investments in dispatchable capacity. Moreover, price caps
kept prices far below the market value of electricity in hours scarcity,
negating the advantage of being dispatchable those hours. It was also
pointed out that a free-market approach had been tested in Estonia, but
failed to deliver dispatchable generation because of distortions:

We really tried to give market participants a chance to make market-
based investments, and only now are we introducing a capacity
mechanism (...). The common understanding is that if countries do
not intervene, then markets could theoretically deliver all the in-
vestments by themselves. But this concept is ruined by a long list of
things which distort the pure investment signals on EU markets.*

As discussed above, the idea that the EU market was plagued by
distortions was central already in the period dominated by the market-
based and regional approach. But while the answer back then was to
encourage others to follow the free-market example set by Estonia, it
was now time to adapt to the situation and for the state to step in and
support dispatchable capacities — oil shale, in practice.

The tension between the neoliberal laissez-faire ideal and state re-
sponsibility was also resolved by downplaying the negative effects of
Estonia's interventions:

We have already regulated the market with taxes and environmental
regulations. And if we add just one additional component to this
package of regulations, then yes, we are extending the lifetime of
some energy blocks. But it does not disturb the big picture.**

These arguments stand in stark contrast with the earlier description
of such interventions as harmful and counterproductive. This shows the
ambiguous and malleable nature of neoliberal arguments, as they were
readily adapted to the new political reality.

In essence, free competition was still hailed as superior, and Estonia
as a champion of market liberalism. But as the rest of Europe did not
uphold a proper division of responsibility between the state and the
market, Estonia had no choice but to follow suit. Interventions by the
Estonian state, which were previously strongly discouraged, were now
portrayed as harmless.

5.3. (De)legitimizing policy

This section ties the analysis in the two preceding sections together
by refecting on how the dominant problem representation made certain
policies appear as legitimate while others were marginalized. In the
period when the market-based and regional approach dominated, ca-
pacity mechanisms were de-legitimized because of their market-
distorting effects. This also applied to measures that would accelerate
other options for providing security of supply, such as energy storage
and offshore wind power.

By 2019, the discourse around energy security was shifting. In-
terconnections and foreign capacities were considered increasingly un-
reliable, and the importance of frm capacity within Estonia was
emphasized. It became widely agreed that oil shale was no longer
competitive, but also that there were no viable alternatives. The 2019

12 |nterview 9.
13 Interview 13.
1% Interview 12.
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policy of instructing Eesti Energia to keep 1000 MW oil shale opera-
tional was thus welcomed by most interviewees as a quick and effective
way of managing the diffcult situation. While it was unfortunate that
the state had to step in, and that oil shale with all of its drawbacks had to
be supported, the policy was never intended to be a permanent solution
anyway. Thus, it was initially accepted as a short-term measure, even by
those in Eesti Energia's management who were concerned over the costs
for the company:

It is not a long term solution. Of course you can put it on Eesti
Energia, but somebody fnally has to pay for it. So if we just pay less
dividends to the state you can do it for some time, but it is not a long
term solution.*®

The years that followed saw Eesti Energia's costs for maintaining the
plants mounting, and the company successfully spread the message that
the situation was unfair and untenable. The idea that the policy was “too
costly” for Eesti Energia calls for some refection. In essence, it supposes
that a state-owned company can be treated unfairly and have a right to
compensation from its very owner. As illustrated by an executive at Eesti
Energia:

At Frst sight it was a positive feeling, someone takes care that our
industry is in operation. But if we look at the numbers, this “care”
only means the obligation and costs. In that way, | think this owner's
expectation is unfair. We have to compete with other companies in
the market, but we have costs that our competitors don't have to
carry.'®

This does not make sense unless one understands Eesti Energia as an
entity whose purpose is frst and foremost to compete with other com-
panies on the market. If one considers Eesti Energia to be an instrument
of the state, it does not matter much if the company or the state shoul-
ders the cost of maintaining the Narva plants, a cost which is passed on
to the state in the form of reduced dividends anyway. But from a
neoliberal perspective, state companies should be treated like regular
private companies. This is not only a question of abstract economic
theory, but one of how Eesti Energia and its management view their own
role and function. As the quote illustrates, the “we” that Eesti Energia
constitute is one that competes with other others on the market, just like
any other company.

The dominant notion that the owner's instruction was “too costly” for
Eesti Energia ruled out perpetuating the owner's directive. But the
discursive shift towards domestic capacity had been consolidated after
the pandemic, the war, and the energy crisis, and alternatives to oil shale
were still considered insuffcient. Delaying the phaseout was thus still
considered "unfortunate but necessary”. The owner's instruction was
prolonged in 2022 as the strategic reserve was not yet ready for
implementation [27], but it was also made explicit that this was only
temporary and that it was going to be replaced by a strategic reserve as
soon as possible — in 2027.

As explained in Section 5.1, the choice of a strategic reserve over
other capacity mechanisms was justifed by appealing to market values,
as it could reconcile market rationality and security concerns by offering
a minimally distortive way of supporting capacity. Moreover, it recon-
ciled these logics with the interests of Eesti Energia, who would fnally
be reimbursed. In essence, the strategic reserve could simultaneously
accommodate market rationality, calls for domestic capacity, and the
commercial interests of Eesti Energia.

5.4. Critical perspectives and alternative problematizations
This section explores critical perspectives and alternative problem

representations. First, relying on the Narva plants for security of supply

15 Interview 21.
16 Interview 12.
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can be problematized as an extreme example of centralization, with
almost all dispatchable capacity concentrated in a small area in the
northeast corner of Estonia. Some interviewees'’ pointed out that a
dispersed power system would be much more resilient. Moreover, this
sensitive and vital node is located only about two kilometers from the
Russian border. This is contradictory, to say the least, considering the
centrality of the Russian threat in the dominant problem representation.
Picture 4 illustrates this point quite well on its own.

Furthermore, there are very few hours when Estonia's power demand
cannot be met by renewables, storage, and imports. The merits of
massive oil shale capacities, which are designed to operate constantly,
are few in such a system. Without denying the necessity of frm capac-
ities, oil shale technology itself can be questioned, as well as the stag-
gering amount of 1000 MW in a system with peak loads around 1600
MW. Maintaining the reserve costs around €40 million every year [64].
These funds could be used to accelerate energy effciency, offshore wind
power, demand side response, storage, and gas-fred backup plants,
which would lower oil shale dependency, reduce costs and pollution,
and increase resilience through decentralization. Several interviewees
pointed out that the lack of alternatives to oil shale is a result of the
absence of policies to support them, which in turn is a consequence of
Estonia's excessive emphasis on free markets.® Estonia’s National Audit
Offce echoed this critique, pointing out that it had urged the Govern-
ment to do more to develop these alternatives for over a decade [65] (p.
15). The International Energy Agency also expressed support for this
view:

The government places a strong reliance on market measures and
aims to limit subsidies and state intervention needed to achieve its
climate goals. However, the need to accelerate the energy transition,
especially in relation to reaching the 100% renewable electricity
goal, will likely require targeted subsidies.

[66] (p. 13)

While these critical perspectives were side-lined in the sense that
they were not expressed in the dominant problem representation or
translated into policy, they illustrate that the security of the Narva plants
and the lack of alternatives are not naturally given, but a question of
politics.

6. Discussion and conclusion

This paper set out to explain how Estonia's policy of delaying the
phasing out of the Narva plants at the Russian border came to appear as
necessary. Before 2019, energy security was widely considered a com-
mon EU issue, market-distorting subsidies and capacity mechanisms
were represented as the main problem, and removing these distortions
as the solution. But the dominant problem representation shifted to-
wards securing dispatchable generation capacities within Estonia when
Covid-19, geopolitical tensions, the impending oil shale phaseout, the
energy crisis, and desynchronization from IPS/UPS made in-
terconnections and foreign capacities seem increasingly unreliable.
Domestic substitutes for oil shale were also considered insuffcient, but
critical voices highlighted that this depended on the unwillingness to
support alternative technologies due to neoliberal non-interventionism.
Lacking alternatives, the uncompetitiveness of oil shale turned into an
argument for subsidizing it rather than phasing it out. This was
considered unfortunate due to the pollution, ineffciency, and infexi-
bility of oil shale, but necessary. State support was reconciled with
neoliberal free-market logic by shifting the blame to market distortions
in the rest of the EU, and by claiming that Estonia's interventions were
marginal. A frst temporary solution was to simply order state-owned
Eesti Energia to keep 1000 MW of oil shale operational. But the

17 Interviews 4, 6, and 20.
18 |nterviews 6, 7, 8, and 20.
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Picture 4. The location of the Narva Plants. Courtesy of the University of Texas Libraries, The University of Texas at Austin. Edited by Author.

company could leverage the neoliberal idea that state-owned companies
have to be treated like private companies, which made Eesti Energia's
costs for maintaining the plants seem “unfair” and “unsustainable”. It
was therefore decided to introduce a strategic reserve to reimburse the
company. As a strategic reserve was considered to be the least market-
distorting capacity mechanism, it could simultaneously accommodate
neoliberal rationality, calls for domestic capacity, and the interests of
Eesti Energia.

The case of Estonian oil shale politics shows that neoliberal ratio-
nality can be malleable (see also [6,67]). Before the discursive shift
around 2019, market rationality dictated that capacity mechanisms
should be avoided, even discouraged internationally. But by 2024, they
were widely accepted. Rather than being abandoned, however, neolib-
eralism had been reinterpreted. Estonia's strategic reserve was now
considered to be compatible with a market approach, but letting a state-

10

owned energy company bear the costs of providing energy security was
not. Free competition and market-based policies were held as important
in both periods, but their meaning had changed. This calls for more
research on exactly how malleable neoliberal rationality can be, where
its “limits” are in terms of which policies it can legitimize, and to what
extent this malleability is specifc to neoliberal rationality or more
widely applicable.

While the prevalence of neoliberal ideas in energy governance seems
to work against state support to declining fossil industries in theory, it
can facilitate such measures in three important ways in practice. First, it
limits the ways in which the state can interfere with the commercial
decisions of energy companies, even if these companies control key in-
frastructures that society depends on. This gives fossil industries a
powerful political tool in threatening to shut down key infrastructure for
commercial reasons in a way or pace that the system cannot handle,
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unless support is granted [68]. The sense of urgency among policy-
makers when Eesti Energia declared the oil shale phaseout illustrates the
weight of such threats. These threats gain credibility and even legiti-
macy when neoliberalism is accepted as common sense, as the com-
panies in question are not responsible for the power system, while they
are responsible for turning a proft (see also [1]). This raises important
guestions about the viability of the state shouldering responsibility for
energy security while abdicating authority over the infrastructures on
which it depends to companies that it cannot legitimately control. More
research is thus needed on how neoliberalism interacts with incumbent
ownership and operation of key infrastructures, and how this affects
energy politics and fossil phaseouts. Additional case studies could pro-
vide depth, and cross-case comparison wider applicability [69].

Second, the state cannot legitimately treat commercial companies
“unfairly” under neoliberalism. As Eesti Energia's successful endeavor to
get reimbursed for maintaining the Narva plants show, this can be
leveraged by fossil industries to gain state support. Third, when free
competition is elevated to a guiding principle, measures to accelerate
alternative ways of providing energy security are ruled out. Thus, when
crises show up, which they do regularly if history is any guide, incum-
bent fossil technologies may appear as the only secure alternatives.
Fossil industries have a track record of pushing this no-alternatives
narrative [8], and as the Estonian case illustrates, it is easy to over-
estimate the merits of domestic fossil capacities in uncertain times (see
also [2]). In Estonia, this has led to the paradoxical and unfortunate
situation where a baseload technology is ramped up and down to serve
as a backup, and where the threat from Russia is countered by concen-
trating key elements of Estonia's power system no more than a few Kki-
lometers away from its borders. It is worth emphasizing that whether or
not there really are no alternatives depends on the willingness to
implement effective policies to support them — an inherently political
guestion, in the end.

Finally, previous research has indicated a resurgence of state coor-
dination in energy politics [3,70], a prospect that seems increasingly
likely in our crisis-ridden time of resurging great power rivalry. But the
question remains of what this resurgence will look like. The case of
Estonia shows that one scenario is a neoliberal resurgence of state co-
ordination, in which the prevalence of neoliberal ideas continues to rule
out measures that interfere with the commercial interests of energy
companies and policies that accelerate alternative technologies. As this
case illustrates, states that are thus restricted from advancing energy
transition policies strategically and preemptively may end up in a
diffcult situation where there appear to be no other options than fossil
subsidies in the form of capacity mechanisms. While neoliberal ratio-
nality precludes such subsidies in theory, its tendency to lapse into a
continued state of crisis management [39] (p. 26) may thus translate
into protracted state-backed fossil dependence in practice. As Haikola
and Anshelm argue, such “extraordinary” state measures can indeed
become inherent parts of neoliberal energy policy paradigms [71]. The
upshot for energy social science is that research needs to transcend the
guestion of whether state coordination is on the rise or not, instead
focusing on what kind of state coordination it is that is emerging.
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