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EXECUTIVE SUMMARY

This policy brief is part of the EUKI-funded project “Data-Driven Roadmaps for Catalysing Green

Growth in Eastern Europe”, which aims to strengthen low-carbon technology (LCT) exports in

Estonia and across Europe by identifying strategic opportunities and constraints. It builds on the

2025 report Global Megatrends and Major Uncertainties for Green Growth published under the

same project, examining the megatrends and structural uncertainties shaping Estonia’s green

transition and LCT export potential, drawing on policy analysis, trade data and stakeholder and

export strategy recommendations.

Key findings

In Estonia, institutional progress on climate policy has been accompanied by a
softening of ambition and growing policy uncertainty. Adoption of the national climate law,
the Climate-Resilient Economy Act, has faced repeated delays and its latest draft includes
weaker interim targets for 2030 and 2035. The absence of clear safeguards against
backtracking, together with signals of revisiting EU Fit for 55 commitments, raises concerns
about continuity of policy priorities, holds back green investment and weakens Estonia’s
competitiveness in low-carbon technologies.

Rising fiscal pressures and competing priorities risk slowing the transition. A cluster of
overlapping crises is creating competing policy priorities, while growing demands related to
defence spending, inflation and cost competitiveness are often framed in opposition to
climate policy. This creates a risk that short-term pressures crowd out long-term investment
in decarbonisation and green industry.

Climate, security and competitiveness are still treated as separate policy domains,
despite being closely connected. Estoniais warmingfaster than the European average, and
climate-related costs such as infrastructure damage and agricultural losses are already
rising. Distributed renewable energy production and storage are increasingly not only climate
issues but also matters of energy security, yet these linkages remain weakly reflected in
policy and public understanding.

Growing geoeconomic fragmentation creates both risks and openings. The shift toward
more regionalised supply chains and EU strategic autonomy in clean technologies may

benefit Estonia if it can position itself within European industrial ecosystems in time. At the



same time, high dependence on a limited number of geopolitically rivaling suppliers for key
technologies such as solar panels and batteries creates strategic vulnerabilities.

e Estonia has identifiable immediate export potential in low-carbon technologies, but
within a specialised role. Its comparative advantage lies in high-value components, e.g.
electric control and distribution equipment, machinery, and precision instruments rather
than mass manufacturing. The strategic priority should be to deepen specialisation and
integration into European value chains. Key markets include Germany, the United Kingdom,
France, ltaly, Poland, Spain, Austria, Czechia, the Netherlands, Sweden and the United
States, with opportunities varying by product group.

¢ Demographic decline, skills shortages and limited public support for climate policy
remain structural constraints. Estonia has one of the fastest-declining populations in the
EU and a record-low fertility rate, with labour shortages in construction, engineering and ICT.
Itis also the only EU member state where fewer than half of respondents support the 2050

climate neutrality target.

1. Introduction

In the June 2025 Eurobarometer survey, Estonia stands out for an uncomfortable reason: itis
among the most climate-ignorant countries in the European Union. Fewer than half of
Estonians support the EU’s 2050 climate-neutrality goal. That stands in a stark contrast to
Southern Europe, where climate change ranks among the most pressing political concerns.
This divergence is often framed as a matter of differing geography or public attitudes. However,

such an explanation misses a deeper reality.

For small, exposed nations like Estonia, climate change is a security threat hiding in plain
sight. It’s real, yet persistently underestimated and rarely gets treated as one. The war in
Ukraine and in the Middle East has forced Europe to confront the costs of fossil fuel dependence
on unreliable or authoritarian exporters. That is a lose-lose dependence that simultaneously
undermines climate goals, economic resilience and national security objectives for democratic

countries like Estonia. Russia’s war economy remains heavily financed by fossil fuel revenues.



At the same time, climate-driven disruptions increasingly affect Europe’s food systems,
infrastructure and social stability, creating also ripple effect in Estonia. Treating climate policy
independently from security and economic strategy is therefore analytically flawed and short-

sighted.

Allmajorrelevantinternational organisations such as NATO, the EU and the United Nations admit
that climate change acts as a threat multiplier, meaning it is exacerbating instability and
economic fragility. At the same time, the clean technology transition (incl. fields like renewable
energy, electrification, storage, grids and low-carbon industry) has emerged as a central arena of
geopolitical competition and economic power. In this context, climate actionis no longer merely
about emissions reduction; itis about who controls the technologies and supply chains that will

shape future prosperity and security.

Against this backdrop, Estonia’s climate and economic policy can no longer be understood in
terms of stable trajectories or incremental adjustment. Instead, itis shaped by a markedly higher
degree of uncertainty and unpredictability than in previous decades, driven by the interaction of
geopolitical tensions, security risks, and structural economic change. This shifts the focus from
long-term targets alone to the conditions under which such commitments can be maintained
when confronted with external shocks and competing priorities. The following chapter therefore
turns to one of the central questions arising from this context: the extent to which Estonia’s
climate commitments remain stable under (geo)political and security pressures, and what this

reveals about the country’s broader strategic choices.



2. Stability Of Climate Commitments

Amid Geopolitical And Security Crises

The stability of climate commitments in Estonia can be observed in two ways. On the one hand,
over the past few years, Estonia has made steps to strengthen the institutional framework of its
climate commitments. In 2023, the freshly sworn in government moved to institutionalise this
focus on climate by empowering a dedicated body: creating the Ministry of Climate. The
ministry’s role is to coordinate and oversee the green reform across sectors, bringing climate
considerations to the center of policymaking rather than treating them as peripheral to

environmental or nature-protection concerns (Riigikantselei, 2023).

In parallel, a national level climate law, so-called Climate-Resilient Economy Act, designed to
provide a legally binding cross-sectoral framework, has been under preparation since 2023 and
is expected to be adopted in 2026. The Act is expected to set explicit climate targets for 2030,
2035, 2040, and 2050 for various economic sectors, define principles for mitigation and
adaptation, consolidate the financial resources for implementation, and seek to provide long-
term regulatory certainty for public and private actors alike. In parallel, sectoral roadmaps are
being drawn up to address the challenges and opportunities of different sectors in more detail -
this is also the reason why the act itself will be more concise when it comes to addressing

specific economic sectors. (Kliimaministeerium, 2025).

If these documents are to be approved, they would substantially strengthen the legal and
institutional entrenchment of Estonia’s climate commitments. According to the current publicly
available schedule, approval is foreseen in the second quarter in 2026. However, the regulation
has been subject to multiple delays in the past, and lack of recent discussions or developments
makes it likely that the current date will also not be met. The approval of a national level climate
law would provide a degree of insulation from short-term political changes or economic shocks.
The combination of a designated ministry for green transition, a comprehensive reform plan,
cross-sectoral strategic planning, and a sector-spanning legal framework makes it harder to treat
climate as a “nice-to-have” when crises hit. National climate framework laws often put in place
national level climate governance mechanisms, creating conditions for national ownership of

climate neutrality and helping to divide responsibilities (CAN Europe, 2023).

On the other hand, a definite weaking of the priority of climate action in Estonia can be observed
in the last few years. From a climate change mitigation perspective, a national climate law is only

as strong as the targets it sets. Therefore, it can be considered worrisome that recent



revisions to the draft of the Climate-Resilient Economy Act indicate a weaking of climate
commitments. For the energy section targets, the last version of the legislation allows slightly
higher emissions by 2040 than earlier drafts envisaged, especially for the energy sector. While
the net zero target of 2050 that Estonia committed to in 2019 is still intact, delaying some of the
emissions to after 2040 means that while the net zero end target is the same, the cumulative
Estonian emissions will be higher under the more recent proposal of the legislation. This

increases the Estonian carbon budget.

If it were to be implemented in its last publicly available draft form, the Climate Resilient
Economy Act would also mean backtracking on previously set targets for 2030 and 2035. For
2030, up until 2023, the Estonian national long-term strategy had an indicative target of 70%
greenhouse gas emission reductions (compared to 1990). In the early 2023 revision of the
document, this was scrapped as the new target was to be established in the new climate law.
(Kliimapoliitika pohialused aastani 2050; Kliimapoliitika pdhialused aastani 2050, red. 2023).
Three years later, there is still no officially approved climate law and the last version of the draft
bill discussed in the government cabinet in late 2025 foresees only a 63% reduction of emissions

instead of the previously agreed upon 70%. (ERR, 2025).

Without a “no backtracking” principle in place in Estonia when it comes to climate, the durability
of climate commitments still rests on sustained political will, resources, and consistent
implementation. Representatives of the cleantech sector such as Estonian Cleantech
Association and Estonian Renewable Energy Association have issued calls in favour of
implementation of the climate resilient economy act, claiming that lack of direction makes it
difficult to plan economic investments and leaves Estonia behind in international competition

(Delfi, 2025).

At EU level, Estonia has also in the recent years reversed several of its positions on climate and
energy legislation, agreed upon only a few years prior as part of the Fit for 55 package negotiations
in the EU. Regarding ETS2 (EU Emissions Trading System covering CO, emissions from fuel
combustion in buildings, road transport and additional sectors), Estonia was one of the 15
member states in June 2025 requesting amendments to the ETS2 agreed upon in 2023. When it
comes to the original Emissions Trading System, Estonia has dialed down its sceptic rhetoric and
in early 2026, did not join the call of 10 member states calling for swift reworking of the system.
However, the overall position remains cautious rather than fully supportive. While the current
Minister of Energy and Environment has recently stated there is no need for fundamental reform

of the ETS, the Estonian government has indicated openness to adjustments that would make



allowance prices more stable and predictable and bring down the carbon price. (ERR, 2025a;

ERR, 2026).

Estonia’s position on the EU LULUCF Regulation - governing greenhouse gas emissions and
removals from land use, land-use change and forestry - has long been delicate. During the Fit for
55 negotiations, Estonia was one of the countries seeking more flexibility, arguing that its high
share of forestland and legacy drainage of peat soils place it at a structural disadvantage
compared to other Member States. This debate resurfaced in 2025, when Estonia formally

signalled to the European Commission its intention to seek a revision of its LULUCF targets.

At the national level, this shift is reflected in the evolving formulation of targets in the draft
Climate Resilient Economy Act. Whereas the 2023 version required the LULUCF sector to reach
a balance between emissions and removals by 2030 and to act as a net sink by 2035, the latest
draft replaces these benchmarks with a more ambiguous requirement for emissions to be “near
zero” in 2030. A similar trend is visible in the peat sector, which accounts for a substantial share
of Estonia’s land-use emissions. The new draft foresees only a “gradual reduction”, without
specifying binding interim milestones or mechanisms to ensure delivery, further contributing to
uncertainty about the sector’s long-term mitigation trajectory. This softening of language has
raised concerns about the clarity and enforceability of future commitments also for other sectors

(ERR, 2025).

At the same time, given constrained budgetary resources, a notable narrative has emerged
among parts of the business community and economic experts. It calls for addressing
inflationary pressures and slowing the pace of certain green transition requirements, as well as
boosting defence spending, in order to restore industrial cost competitiveness. That such a
narrative has gained traction suggests the links between climate action, energy security and
geopolitics have not been made clear enough and that climate, competitiveness and security are

still too often treated as competing demands for the same budget.



3. Future of Global Trade and

Protectionism

The future of international trade is entering a period of structural uncertainty, shaped by
intensifying geoeconomic rivalry and the growing use of trade policy as a strategic
instrument. Major economies are increasingly willing to deploy tariffs, subsidies, export
controls and local content requirements not only for economic purposes, but also to
pursue security and geopolitical objectives. The reintroduction of broad tariffs by the
United States illustrates a major shift away from rules-based multilateralism toward a

more contested and politicised trade environment.

Even if formal commitments to open trade persist, heightened uncertainty is already
reshaping behaviour. Firms and governments are actively de-risking supply chains,
diversifying sourcing, and prioritising resilience over cost efficiency. Disruptions linked
to geopolitical conflicts, including shocks to fossil fuel supply, reinforce this trend. One
can hypothesise that the globalisation is not reversing outright but will evolve into a more
regionalised and security-driven system. In this context, protectionism does not
necessarily imply autarky; rather, it manifests as selective decoupling, strategic
subsidies, and the formation of competing industrial ecosystems around key

technologies.

For Estonia and other small, open economies, this shift presents a dual challenge. On
the one hand, stronger regionalisation within Europe and a greater emphasis on EU
strategic autonomy can create new opportunities to integrate into intra-European supply
chains for low-carbon technologies. As European industrial policy increasingly targets
domestic manufacturing capacity in clean technologies, unmet demand within the EU
market opens space for new entrants from Central and Eastern Europe. On the other
hand, a more protectionist global environment may restrict access to external markets
and critical inputs, particularly when and where trade barriers or geopolitical tensions

limit engagement with key suppliers outside the EU.



Evidence from supply concentration and geopolitical distance analysis highlights that
Europe’s, and Estonia’s, import dependencies in environmental goods are not only
economic but also geopolitical in nature. Several critical low-carbon technologies,
including photovoltaic components (HS 854140) and lithium-ion batteries (HS 850760),
are sourced from highly concentrated supplier bases, often dominated by China. In
these cases, Europe’s import concentration exceeds global supply concentration,
indicating that dependency arises from limited diversification rather than absolute
scarcity. Estonia mirrors this pattern: imports of photovoltaic devices are dominated by
China (around 70%), while lithium-ion batteries show even higher dependence (around
80%), both with high concentration levels and elevated geopolitical distance. This
combination of high supplier concentration and reliance on geopolitical rivals creates
structurally sensitive dependencies, particularly for technologies central to the energy

transition.

In this emerging landscape, trade policy, industrial policy and climate policy are
becoming inseparable. For Estonia, the strategic question is no longer whether to
participate in global markets, but how to position itself within areconfigured system
where access, dependencies and opportunities are increasingly shaped by

geopolitical considerations rather than purely economic logic.

4. Evolution of Technological Leadership in

Green Industry

The green transition is increasingly shaping a new techno-economic paradigm. The development
and deployment of energy-intensive artificial intelligence applications, alongside low-carbon
technologies, are redefining the foundations of global growth. In this emerging system, access to
clean energy and the ability to produce and export clean technologies will become key sources

of competitiveness, much like fossil fuels and industrial mass production capacity in earlier eras.
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Global trade patterns indicate that this shift is already underway. The distribution of revealed
comparative advantage (RCA) in low-carbon technologies shows that production is
concentrated in a limited group of economies, with Europe relatively well positioned. Several
European countries - including Germany, Denmark, Sweden and Finland - demonstrate strong
export specialisation. Estonia’s RCA is 1.2 in low-carbon technologies, indicating an existing

foothold in these value chains.?

Figure. Which countries excel in producing low carbon technologies that facilitate the

transition to net-zero?

Revealed comparative advantage (RCA) index

0
Source: Tiits et al 2026.

A detailed export potential analysis by the Institute of Baltic Studies further highlights substantial
near-term opportunities for Estonia in low-carbon technology products where it already has
capabilities and can expand market share relatively quickly. These opportunities are
concentrated not in upstream mass manufacturing, but in electrical control and distribution
equipment, specialised machinery, components, and precision instruments. Among the most
promising product groups are control boards and panels (HS 853710), machines and mechanical
appliances n.e.s. (HS 847989), measuring and checking instruments (HS 903180), parts for
electric motors and generators (HS 850300), parts of transformers and inductors (HS 850490),
regulating and controlling instruments (HS 903289), machinery parts (HS 847990), water filtering
and purifying machinery (HS 842121), parts for filtering and purifying equipment (HS 842199), and
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parts and accessories for regulating and measuring instruments (HS 903290, HS 902690).
Together, these product groups account for a large share of Estonia’s identified short-term export

potential and align closely with growing demand in clean energy systems, grid modernisation,

industrial automation, and environmental management (Tiits et al., 2026).

The same analysis shows that Estonia’s most immediate export opportunities are concentrated
in a relatively limited set of destination markets. Namely, major European economies such as
Germany, the United Kingdom, France, Italy, Poland, Spain, Austria, Czechia, the Netherlands
and Sweden, but also the United States. These are markets where investment in clean
technologies is expanding rapidly. This pattern suggests that Estonia’s near-term strategy
should not focus on building fully vertically integrated clean-tech industries, but rather on
deepening specialisation in high-value components, control systems and instruments that
can be integrated into larger European and global value chains. In a more protectionist and
fragmented global economy, such positioning could allow Estonia both to strengthen its
industrial base and to benefit from Europe’s efforts to diversify and regionalise clean-technology

supply chains.

At the same time, the global competitive landscape remains fluid. Asian economies - notably
Japan, South Korea and China - exhibit strong comparative advantages, while China combines
scale and cost competitiveness with rapidly advancing technological capabilities and at times,
undermining environmental and social standards. The United States, despite a more moderate
RCA profile, remains a leading innovation hub with strengths in advanced technologies and
system integration. No single actor has yet established clear dominance across the full spectrum

of low-carbon technologies.

This reflects the current stage of technological development. While many key technologies, such
asrenewables and electrification, are already commercially mature and diffusing rapidly, longer-
term solutions including carbon capture, hydrogen, and industrial decarbonisation remain
uncertain and capital-intensive. This leaves significant room for shifts in technological

leadership.

For Europe, the opportunity is substantial but not guaranteed. Its current strengths provide a
solid foundation, but sustaining leadership in competition with China and the United States will
require continued strategic coordination. For Estonia, as for Europe more broadly, the key

challenge is to identify which emerging low-carbon technology product groups to prioritise, build
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5. Scale and Timing of Environmental

Shocks

Estonia is warming faster that the global or even the European average: in Estonia, the average
air temperature over the past five years has been approximately 3° C higher than in the pre-
industrial period (higher than the European average of 2.4° C and the global average of more than
1.2°C). It is also noteworthy that the last 30 years in Estonia have been the warmestin the entire
measurement record for the country (Keskkonnaportaal, n.d.). Overall, Estonia’s climate is
becoming progressively less predictable and more extreme, placing natural and infrastructural

systems under growing strain.

Summers have become significantly hotter: the number of days with temperatures of +30 °C or
higher has increased by 8.9 days over the last 60 years; the total duration of heatwaves has
lengthened by about one week. Increasingly frequent heatwaves are intensified in urban areas,
where extensive dark surfaces amplify heat accumulation. Human mortality rises when
temperatures exceed the threshold of +27°C - a threshold increasingly common in Estonia. In
parallel, winters have become significantly milder. The number of days with temperatures of -

26° C or lower has decreased by a similar margin - by 7.7 days (Keskkonnaportaal, n.d.).

Precipitation in Estonia has increased by roughly 6% compared to the 1961-1990 average
precipitation. At the same time, the duration of snow cover has significantly shortened.
According to one study, the end date of the permanent snow cover has shifted earlier by 10-30

days in 66 years and its duration has decreased accordingly (Viru and Jaagus 2020).

These trends confirm that many of the climate-drive risks and hazards once considered a rarity
are increasingly becoming part of the “new normal”. Each of these developments strains
Estonia’s capacity to manage environmental risks, both from an infrastructural and budgetary
perspective. The risk of flooding, assessed as “not likely” in the past, is now assessed as “likely”
by the Government Office of Estonia, which is a significant shift (Riigikantselei, n.d.). The risk is
geographically quite widespread: besides coastal zones, also many populated settlements

(cities as well as villages) and inland waterside regions are at risk.

The extent of the ice cover of the Baltic Sea is expected to decrease by 2.5 times in the winter,

pointing towards a largely ice-free Baltic Sea in the future. Historically, sea ice has acted as a
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protective buffer for Estonia’s coastlines; during ice-free periods, coastal areas are more
exposed to damage. Increased wave action and storm surges can erode shorelines and cause

damage.

These systemic risks and changes pose a serious threat to Estonia’s economic sectors.
Agriculture and forestry, two sectors likely to play a role in future green or bio-economic
pathways are especially exposed. As recent European Environment Agency data show, yield
losses from droughts, hail and storms are already affecting farmers, undermining economic
returns and potentially discouraging future land-use investments under uncertainty. For
instance, in 2024 total weather-related economic losses for rapeseed and barley growers were

estimated at 52 million EUR (EEA, 2025).

Whereas Estonia is still not subject to many of the climate extremes as many other
countries in Europe, its infrastructure is lagging behind when it comes to adapting to a
changing climate. For example, the constant freeze and thaw cycles becoming more
commonplace cause significant damage to road infrastructure. Estonia has begun
systematically integrating climate resilience into its transport infrastructure, with the Road
Administration designing and reconstructing key road corridors to withstand climate-related
stresses including extreme precipitation, heat, cold and storms (Transpordiamet, 2024).

However, this needs to be scaled up significantly.

Overall, with public and private resources diverted toward emergency response and resilience-
building, there is a real risk of “crowding out” long-term investments in decarbonisation.
Municipal or state budgets may prioritise basic infrastructure, flood defenses and drainage over

energy transition, building renovation, nature-based solutions or green industrial development.
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6. Social Cohesion, Migration and

Demographics

Among other factors, Estonia’s capacity to sustain a green transition is increasingly shaped by
demographic decline, which leads to labour shortages, as well as an increase in aging related
social costs. With one of the fastest-declining populations in the EU, structural workforce
constraints represent a tangible risk, even in the context of setting decarbonisation ambitions

on paper.

Demographic trends are unfavourable in the medium to long term. In 2024, Estonia’s total
fertility rate stood at 1.18, far below the replacement level of around 2.1 (Statistikaamet, 2025).
If sustained, this implies that each new generation would be only about 55-60 % the size of the
previous one, leading to a population decline of roughly 40-45 % per generation (around 25-30
years). As the number of elderly is expected to grow significantly relative to those of working age,
that is putting sustained pressure on public finances, especially with regards to financing
healthcare and social services, as well as constrain economic growth by limiting the domestic

tax base.

Many sectors concerned with contributing to the green transition are also labour-intensive. The
undergoing demographic shift directly affects sectors such as construction (needed for carrying
out renovations for energy efficiency), renewable energy installation and maintenance, grid
upgrades, forestry and environmental services, which already report chronic labour shortages.
The Estonian Unemployment Insurance Fund has repeatedly highlighted deficits in skilled
technical workers, including engineers, electricians and construction specialists. All of these

profiles are central to both green infrastructure deployment and industrial transformation.

Labour productivity growth remains constrained by persistent skills shortages and mismatches,
according to the European Commission’s 2025 European Semester review for Estonia. The lack
of skilled workers is the single largest obstacle to investment for 32% of Estonian businesses,
with both over- and under-qualification indicating structural inefficiencies in skills allocation.
The most acute gaps are in science, technology, engineering, mathematics and ICT-related
fields, reflecting the rapid expansion of Estonia’s digital economy. These constraints are
expected to intensify as the digital and green transitions increase demand for specialised skills

faster than tertiary and vocational education systems can supply. In turn, this raises the risk that
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parts of the economy remain locked into lower value-added activities and limits firms’ capacity

to move up the value chain, including in cleantech sectors (European Commission, 2025).

Positive net migration partially offsets Estonia’s demographic decline but remains a politically
sensitive topic for sustaining the workforce needed. Long-standing outward migration continues
to erode the domestic skills base, including in engineering, construction and ICT. At the same
time, inward migration remains contested. While employers and industry groups increasingly
advocate for higher or more flexible labour migration quotas to address acute skills shortages,
political consensus on expanding immigration remains fragile. The massive inflow of Ukrainian
refugees since 2022 has temporarily alleviated labour shortages in several sectors, including
construction and manufacturing, and their relatively high labour-market participation has
supported economic activity. However, integration into higher-skilled and more green-
transition-relevant occupations has been constrained by language barriers, skills recognition,
and limited training capacity. As a result, migration can (currently) only mitigate labour
shortages to a certain extent rather than fundamentally reverse demographic pressures from

low fertility.

7. Societal and Value-Based Divides

Public attitudes towards climate and environmental issues, as well as green transition, in
Estonia reveals a complex, somewhat contradictory pattern. The Eurobarometer survey from
mid-2025 reveals that Estonians are among the most climate sceptical in the Union. According
to the latest Eurobarometer survey, support for the EU’s climate neutrality objective by 2050 is
significantly lower in Estonia (46%) than the EU average (81%), making Estonia the only Member
State where fewer than half of respondents support this key climate target. Similarly, while a
large majority of Europeans agrees that reduction of fossil fuel imports from outside the EU aids
energy security (75% across the EU) and benefits the EU from an economic viewpoint, only 49%
of Estonians share this view. This indicates a comparatively weaker public consensus on linking

climate-related policies with security and economic benefits (Eurobarometer, 2025).

This becomes somewhat more visible when climate action is framed through or compared with

geopolitical trade-offs. Organisation Project Tempo conducted a pan-European survey in
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September, where they also asked about people's preferred geopolitical compromises in
dealing with climate change. Out of Estonian respondents, as many as 20% of respondents
would choose cheaper energy, even if it meant importing from Russia - the same number as
those who would be willing to accelerate the transition to clean energy, even if it increased
dependence on China. Only 17% of respondents would be willing to endure a temporary energy
shortage to avoid geopolitical concessions which is fewer than those who would seek (cheap)
fossil fuelimports from Russia. This figure is lower than the average for both Central and Eastern

Europe (18%) and the rest of Europe (23%) (Project Tempo, 2025).

Public trust in Estonia’s core political institutions remains moderate, narrowing the space for
implementing politically and economically demanding climate policies. According to a
December 2025 Kantar Emor survey commissioned by the Government Office, merely 36% of

respondents trusted Parliament and 37% trusted the government (Riigikantselei, 2026).

Although local governments continue to enjoy comparatively higher trust than national political
institutions, the overall downward trend in trust in public institutions highlights a fragile
environmentfor delivering complex societal transitions like climate and energy transition require.
In such a context, climate and energy transition policies that entail redistribution risks may face

increased resistance.

Whereas youth and urban groups tend to have a more proactive attitude towards climate change
mitigation and climate policy, supporting more ambitious efforts to address climate change,
older participants place greater emphasis on the need for adaptation. The view that Estonia, due
toits small size, is ultimately unable to make a significantimpactis relatively widespread. In that
context, raising knowledge about the economic opportunities presented, such as for the

cleantech industry, is important.

Public willingness to accept the costs of the green transition, levels of trust in the institutions
managing it, and generational differences in climate concern are all decisive factors shaping the
future of long-term climate action in Estonia. Whether societal support can endure periods of
economic stress and rising energy prices or heightened perceptions of insecurity, when climate
policies are framed as competing with economic pressures or national security, remains

uncertain.
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8. Conclusion

The report highlights several tensions that define Estonia’s position in relation to climate action
and low-carbon technology exports. On the one hand, in low-carbon technologies, several
immediately actionable export opportunities exist, particularly in high-value electric
components, control systems, precision instruments and specialised machinery, where Estonia
already has a foothold and demand is growing. On the other hand, structural constraints limit the

extent to which these opportunities can be realised.

Estonia’s institutional framework for climate policy has strengthened in recent years, but
ambition has softened in parallel. Significantly weakened interim targets, delays in adopting the
Climate-Resilient Economy Act and the absence of safeguards against backtracking reduce
policy predictability and weaken investment incentives. This is augmented by a policy discourse
and policymaking that continues to treat climate, competitiveness and security as competing

rather than interlinked objectives.

Estonia operates within a rapidly changing global environment. Increasing geoeconomic
fragmentation is reshaping trade, industrial policy and climate policy into a more integrated and
strategic system. While this creates opportunities to integrate more deeply into European value
chains, it also exposes Estonia to concentrated external dependencies in key clean technologies

and inputs, which carry economic and security risks.

At the same time, a broader polycrisis context is creating competing priorities, where pressures
related to defence spending, inflation and industrial cost competitiveness risk crowding out long-
term investment in decarbonisation and green industry. Demographic decline, skills shortages

and low public support for climate policy further constrain implementation capacity.

Taken together, these dynamics suggest that Estonia’s challenge is not only to expand exports,
but to position itself effectively within evolving European industrial ecosystems while managing
structural constraints and external dependencies. Addressing the disconnect between climate,
economic and security policy is therefore a precondition for a coherent and resilient green growth

strategy.
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Scenario Axes for the Following Analysis

The analysis highlights several dynamics that will shape Estonia’s green economic prospects but
whose direction remains uncertain. Geopolitical tensions, softening of climate objectives and
the increasing use of trade tariffs signal that multilateral cooperation in climate policy and
liberalisation of trade are under pressure, with national interests more frequently taking
precedence over collective solutions. What is more, supply security, especially in affordable and

dependable energy supply, has re-emerged as a central concern in Europe.

Against this background, two scenario axes of uncertainty stand out. Both are highly
consequential for Estonia, yet largely outside its control. They capture alternative development
pathsinthe external environment and provide a structured way to assess how Estonian firms and

policymakers may need to respond under different conditions.

* Global policy coordination —ranging from rejuvenated dialogue and alignment across
geopolitics, climate and trade, to increasing fragmentation and weakening of multilateral
frameworks. Higher coordination would support a predictable, rules-based environment
favourable to small, open economies. Fragmentation would increase uncertainty,
restrict market access and shift greater weight onto EU-level industrial policy.

¢ Energy-supply shocks in Europe - ranging from limited or short-lived disruptions to
prolonged and repeated shocks, particularly in fossil fuel supply. Sustained disruptions

would increase demand for clean energy technologies and related components, while a

more stable energy supply could reduce the urgency of the transition and slow
investment.

Together, these axes define the external conditions within which Estonia’s green growth
strategy must operate. Exploring scenarios along these dimensions allows for testing
which policy choices and export strategies remain robust across different futures, and
which depend on more favourable but uncertain developments.
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On the Project

EUKI project Data-Driven Roadmaps for Catalyzing Green Growth in Eastern Europe (2025)

focuses on supporting green industrial transformation in three Central and Eastern European

(CEE) countries: Bulgaria, Estonia, and Romania. Its objectives are to strengthen domestic green

manufacturing and technological capabilities, and to foster export-led growth in low-carbon

technologies.
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