
“blueprint” for standards and to apply to subsequent trade agreements (cf. Madner, 2016: 226), these 

representations also make it possible to draw conclusions about other agreements.  

Arbitration proceedings in the case of Tallinn’s public water company (Tallinna Vesi) 

The water supply and sanitation for the city of Tallinn, Estonia, was first transferred to the local autho-

rities in 1991, reformed thoroughly in the following years and converted into a stock company in 1997. 

In 2001, 51.4 % of the shares for the water company Tallinna Vesi were sold to the international 

corporation International Water and United Utilities (known as United Utilities since 2005) 

(Vinnari/Hukka, 2007). Even at the beginning of this period, there were disputes between the city 

authorities and the water company because of differing interpretations of the contracts as well as the 

pricing structure. In 2014, United Utilities, a British shareholder registered in the Netherlands,9 began 

proceedings against Estonia before the World Bank’s International Centre for Settlement of Invest-

ment Disputes (ICSID), based on the bilateral free trade agreement between Estonia and the Nether-

lands. The trigger for this was a new law passed in 2010 which allowed the Estonian competition 

authorities to cap the increase in water tariffs. This would violate the basic principle of “fair and equi-

table treatment” enshrined in the free trade agreements. Claims were made for compensation of up 

to 90 million euros for the potential impairment of future profits (Kishimoto, 2015; Steinfort, 2017; for 

more information about the case of Tallinn, see Vinnari/Hukka, 2007; Hall et al., 2003; Mayr, 2016; 

and the Investment Policy Hub of the UNCTAD and ICSID of the World Bank). 

 

Key points:  

 Internal reorganisation and conversion into a stock company as well as extensive reform as a 

prerequisite and precursor for subsequent privatisation. 

 Expansion of multinational water companies and privatisations in Eastern Europe in the 1990s 

(cf. Hall/Lobina, 2007).  

 Privatisation contracts drawn up unfavourably for the municipality in the early 2000s. 

 Investments that were promised but not delivered by the private company (where investments 

did occur, these were funded by the European Bank for Reconstruction and Development 

(EBRD)). 

 Constant price increases following privatisation. 

 Ongoing ISDS proceedings in the water sector within Europe (prominent cases in the water sec-

tor previously generally took place outside Europe). 

 ISDS proceedings based on a bilateral free trade agreement in connection with the principle of 

“fair and equitable treatment” (FET) because one state issued regulations that were deemed to 

threaten profits for the benefit of the public interest. 

 

Policies are formed through the actions of specific players in defined contexts during political proces-

ses that can sometimes be confrontational. Different players thus represent their own interests and 

advocate for these to be generalised. Against the backdrop of a growing significance for service mar-

kets on the one hand and the central societal functions of public services on the other, there are 

repeated references made to the metaphor of an uneven playing field when discussing recent po-

litical debates on setting the framework for public services (Raza, 2009: 41). This is in relation to 

“structural selectivity” as well as the role of specific players who have differing power resources 

                                                      
9 United Utilities currently holds 35.3 % shares of Tallinna Vesi (cf. Mayr, 2016: 234; https://tallinnavesi.ee/en/inves-

tor/share-value/shareholders/ (02/08/2018). 


