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Potrzebujemy szybkiego a zarazem 
trwałego przywrócenia względnie normalnej 
aktywności gospodarczej w tym rezygnacji 
z administracyjnego lockdownu. Strategie 
odnoszące sukcesy w krótkim okresie nie 
muszą być tożsame ze strategiami skutecznymi 
w przekroju kilku lat. Dotychczasowe 
doświadczenia wielu krajów wskazują, że nie 
ma uniwersalnego środka odpowiadającego 
na wyzwania epidemiologiczne i gospodarcze 
wywołane przez COVID-19. 

Maciej Bukowski
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1. A breakthrough year 
 for the Polish fuel 
 and energy sector

Recent years have seen a gradual decline in the 
competitiveness of Poland's energy and mining sectors. 
The rapid fall in renewable energy costs, the stagnation 
of coal prices on the international market, the low 
efficiency of mines and the high generation costs 
in old coal-fired plants have all combined to 
consistently weaken state-controlled energy 
and mining companies.  

Increasing climate policy pressure in Europe and globally (Paris Agreement) has added to these 
economic processes. Initially, its impact on the current situation of Polish energy companies was 
limited due to the evolutionary nature of subsequently introduced regulatory packages, but in 
the long term it was of fundamental importance, leading to a complete reconstruction of market 
expectations pertaining to the economic viability of maintaining the sector's current operating 
model. However, the prospect of a strong decline in demand for fossil fuels is today looming over 
not just the power and coal mining industries, but also the entire fuel and energy sector, including 
companies involved in the extraction, processing, distribution and trading of oil and natural gas. 
Similar regulatory (e.g. emission allowance prices, environmental standards, reduction targets) 
and technological factors (e.g. falling energy storage costs, development of emission-free produc-
tion processes) apply also in other sectors of the economy, including manufacturing, transport 
and buildings. 

The inevitable nature of changes in the fuel and energy sector was already evident a decade 
ago. Nevertheless, the decision to revise the sector's operating model in Poland was being post-
poned year after year, leading to a number of suboptimal investment decisions, delays and incon-
sistencies in restructuring individual companies or chaotic regulatory changes, including the 
sudden energy price freeze in 2019. However, these delays were made easier by the relatively good 
macroeconomic situation, thanks to which the ever deeper structural problems did not immedi-
ately translate into a significant deterioration in the financial results of energy and mining compa-
nies, even though they did have an impact on the valuation of those which are publicly listed. The 
turning point came in 2020, with the COVID-19 epidemic and the appearance of significant losses 
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or even liquidity issues of some enterprises. Simultaneously, the European Union confirmed its 
readiness to build a climate-neutral economy by 2050, while launching processes that within next 
months should result in new, stricter greenhouse gas emission reduction targets for 2030.

This forces an accelerated reconstruction of the European Union's energy mix, particularly 
in Poland, which is significantly lagging in this area. Meanwhile, the results of RES auctions from 
the last two years and the failure of the supercritical coal-fired plant project in Ostrołęka, which 
was being forced within the same time frame, all show that the continuation of Poland's current 
energy strategy is pointless, even before the EU's growing climate ambitions are confirmed. In 
particular, further delays to an actual restructuring of the coal mining industry and continued 
pursuit of a model based on its integration with the power sector will not only require a significant 
increase in subsidies to the industry, but may also undermine the power companies investment 
capacities in the 2020s. This would be especially harmful given that the European Recovery Plan 
created in response to COVID-19 offers a real chance to affordably replace current assets of 
energy companies, subject to their inclusion in the EU's long-term reduction targets. 

We are, therefore, at a unique point, at which it is possible to design and implement a new 
deal for the Polish energy sector, one that would not only address the structural and short-term 
problems of state-controlled companies with coal assets, but also enable their full involvement 
in the creation of a new, zero-emission energy system in Poland and abroad. At the same time, 
even though this challenge is most urgent in the case of the energy and mining sectors, the 
upcoming technological revolution in road transport will also include companies from the fuel 
sector. Discussions of reforms in the fuel and energy sector will require a framework for the 
necessary restructuring to be defined in three different time horizons and in response to three 
separate challenges. 
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2. Comprehensive  
 restructuring: three  
 challenges, three time  
 horizons

First of all, in the mining sector (both hard coal and 
lignite mining), consideration needs to be given to 
the need to phase out current operations by 2035-40 
at the latest. In the case of hard coal, the primary 
reason for this will lie in continued expectations of 
wage increases coupled with the repeatedly confirmed 
inability of mining companies to improve extraction 
efficiency without modifications to their current 
operating model.

The possible preservation of production capacity to meet demand from the metallurgical industry, 
or the use of coal gasification technology or carbochemistry by 2050, will require climate neutrality 
objectives to be fulfilled (through the use of CCUS technology) in an economically viable manner, 
as well as limiting extraction to a small number of the most efficient mines employing several 
thousand people at most. Regardless, the transformation of the mining industry needs to be just, 
which means its implementation should come without detriment to the development of other 
industries (in particular the power sector) and with respect for social and environmental issues at 
the local, regional and national levels. This will require, first of all, a quick overhaul of the industry 
based on a reduction in extraction only to the most promising deposits and a reduction of employ-
ment on a scale ensuring operational profitability of mining companies. This process should begin 
as early as 2020 and be completed within the next 2-3 years. Simultaneously, it is necessary to 
prepare, clearly communicate and consistently implement a gradual restructuring of the industry 
over the coming 15-20 years, based on the assumption of a gradual phase-out of specific mines, 
as they lose economic viability when no more efficiency increases are possible and labour costs 
increase. Both stages will require the preparation of appropriate safety nets allowing the entire 
process to be conducted in a socially just manner, which means one that opens new development 
opportunities for the localities and communities affected by the restructuring.
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Secondly, companies currently operating on the electricity and heat generation markets are in 
need of an efficient technological restructuring, implemented through consistent withdrawal from 
coal-based energy production in a way that allows them to maintain their potential: economic (ability to 
generate profits at a level satisfactory for investors) and technical (power capacity at least comparable 
to the current level). At the same time, the described changes need to guarantee long-term benefits 
for consumers (energy prices, security of supply, meeting the green energy demands from industry and 
services) and owners (including pension funds and, by extension, future pensioners). The key factor 
driving change is, in this case, the European regulatory framework, primarily rising CO2 costs and the 
technological revolution, including PV energy production, as well as wind and energy storage. At the 
same time, the main domestic producers of electricity and heat (at the national and regional levels) are 
already behind in this process to such an extent that in a few years' time they may find themselves in a 
situation similar to that of hard coal mining now, with all the consequences for shareholders (further loss of 
share value, need to recapitalise), consumers (increased in energy and heat prices) and the State Treasury 
(decrease in net tax revenue, political risks). Given the regulatory trends aimed at creating a climate-neu-
tral economy in the EU by 2050 and further progress in zero-emission technologies, the restructuring 
strategy must also alleviate the risk of excessive conventional gas capacity expansion, which within 
20 years may become a similar economic burden for energy companies as coal-based assets are today.

Thirdly, the need to transform and decarbonise also applies to other entities in the fuel and 
energy sector, especially those involved in the extraction and processing of hydrocarbons, operating 
conventional fuel infrastructure and responsible for the distribution and trade in liquid and gaseous 
fuels. A decline in demand for their products and an increase in their operating costs stemming from 
regulatory, technological and market changes will occur later than in coal mining or power gener-
ation, but it may be significantly faster given the rapid spread of electric cars and energy storage 
after 2025, as well as emission standards and fiscal stimulus leading to the withdrawal of most 
oil and gas from the EU's energy mix by 2050. For this reason, in the case of the aforementioned 
entities, the key is to avoid errors made in the power sector (delayed, inconsistent transformation), 
perform a timely withdrawal from conventional fuel technologies and redirect financial resources 
to investments in zero-emission technologies. Therefore, within such a context, urgency is required 
in building investment and industrial competences that will allow quick scaling up of zero-emission 
energy production after 2030, while avoiding the risk of monopolising the domestic energy market 
in the long term at the same time.

The government's plans for the fuel and energy sector, which have gradually come to light in 
recent months, raise both hopes and fears. Hope lies mainly in the increasingly clear “Copernican 
revolution”, which sees narratives emphasising the need to maintain coal at the core of the Polish 
energy sector being gradually abandoned in favour of communication accepting the need for a tech-
nological reconstruction of the sector in a manner that allows the future energy mix to be domi-
nated by zero-emission sources: wind, solar or nuclear. Simultaneously, the lack of determination 
to implement clear reduction obligations, as well as the lack of preparation and implementation of 
adequate restructuring plans for the mining and power sectors is still visible. The signals concerning 
the future of the energy and mining sectors appearing in July 2020 were moving in the right direc-
tion, however, under pressure from trade unions, there was a quick return to the declaration of 
further support for coal assets. Thus, the risk of another postponement of reforms and the transfer 
of the costs of this decision to the rest of society is very high.
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Table 1. Three restructuring areas for the Polish energy system 

Restructuring 
area

Phasing out hard coal mining 
(steam coal)

Technological reconstruction 
of companies producing 
electric power and heat

Transformation of fuel companies 
into zero-emission multi-energy 
enterprises

Retired assets Hard coal mines (steam coal)

Coal-fired power plants and 
combined heat and power 
plants, lignite-fired power 
plants with opencast mines

Conventional fuel infrastructure,  
oil and gas deposits

Factors forcing 
changes

Labour costs increasing faster 
than mining efficiency

Increase in emission 
allowance prices within 
the EU ETS, decrease in 
RES costs. Environmental 
regulations (other than CO2). 
Changing requirements of 
consumers and financing 
entities

Implementation of the EU's 2050 
climate neutrality target – regulatory 
price signals and emission standards 
leading to a phase-out of fossil 
fuels throughout the economy 
(with possible exceptions thanks 
to CCUS). Technological changes 
on the market (electric cars, energy 
storage)

Time horizon

2020-23: initial adjustment 
(reduction of employment, 
limiting production to the 
most promising deposits), 
guaranteeing operational 
profitability in the first half of 
the 2020s

2020s and 2030s: gradual 
phasing out of further mines 
as they lose competitiveness

By 2030: coal-fired power 
generation stops being the 
base of the Polish energy 
market

2030s: shutdown or transfer 
to reserves of all coal-fired 
plants

2021-2030: building competences 
in the field of zero-emission energy 
carrier production through the 
effective implementation of the 
first large-scale zero-emission 
investments

2031-2050: quick scaling up of 
zero-emission energy production 
and replacement of conventional gas 
technologies and petroleum fuels 
as the dominant sources of revenue 
and profit centres

Key challenges

• Advance notification of 
planned mine closures,
• Support for the 
diversification of local 
economies,
• Support framework for 
the sector's employees.

• Rapid implementation 
allowing the costs borne by 
energy market customers 
to be reduced,
• Mobilising investments 
in zero-emission sources 
and gas plants stabilising 
the system,
• Avoiding over-investment 
in conventional gas energy,
• Maintaining the 
investment capacity of 
energy companies.

• Uncertainty regarding 
the technology mix needed for 
the effective achievement of 
climate neutrality, which forces 
development of diversified 
competences (RES, hydrogen, 
CCUS, nuclear energy),
• Timely withdrawal from 
the conventional fuel technologies 
and redirection of financial 
resources to investments in 
zero-emission technologies,
• Avoiding the risk of 
monopolising the domestic energy 
market.

Source: WiseEuropa
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3. Mining reform - 
 persistence needed

In the case of mining, the main risk seems to be 
that, like in previous years, deep reforms 
are abandoned in favour of partial restructuring. 
As a result, the opportunity offered by the current 
crisis to implement reforms stabilising the sector for 
a period longer than a decade would be missed. 

This entails, among other things, an incomplete shutdown of extraction in economically non- 
-viable deposits, a reduction of employment inadequate to the coming challenges and a return 
to the idea of further operational and financial integration of the mining and coal energy 
sectors, to the latter's detriment. This scenario would probably result in a significant part of the 
EU funds destined to support the just transition of coal-dependent regions being wasted and 
a return of a deep crisis in the industry in a few years’ time (with the energy companies involved in 
restructuring the mining industry left in a worse financial situation). To avoid such a turn of events, 
the mining restructuring strategy needs to be implemented in a way that respects economic and 
strategic realities, which includes not integrating “healthy” and “sick” assets in one entity and 
restructuring the mining sector and the energy sector under two separate processes. This way 
the cross-subsidies and implicit subsidies for unprofitable assets, both within the mining industry 
itself, as well as between the power sector and coal mining can be avoided, and transition in both 
sectors can be managed in a more effective manner. 
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4. Power sector – balancing  
 the interests of all market  
 participants

Resolute actions in separating profitable and unprofitable 
assets should also apply to the power sector, based on 
the key principle of putting the interests of the rest of 
economy first. This means avoiding the risk of creating 
a monopoly, as well as preserving market incentives in 
order to improve efficiency and competition in terms of 
quality and price of supply. The interchangeable 
nature of the interests of consumers and producers 
does not render a win-win reform scenario impossible. 

It does, however, require an accelerated withdrawal of emission-intensive assets in a manner 
promoting rational behaviour on the part of energy companies, while opening up the market to 
competition. That is why support should reward actual restructuring activities and, simultane-
ously, avoid excessively subsidising entities which currently have coal assets at their disposal. 
Therefore, it is important to avoid the temptation to consolidate the sector in order to weaken 
competition and deteriorate the situation of consumers, instead of mobilising funds for invest-
ments in low-carbon projects in diverse markets.

For this reason, preparing transparent conditions for supporting energy companies burdened 
with unprofitable coal assets is of crucial importance. Creating a single centralised entity for 
coal assets that would continue to operate on the energy market would be a risky solution.  
It would pose a serious risk of a “too big to fail” entity being established, which future decline 
would generate a serious social problem requiring significant taxpayer support, similarly to mining 
today. An alternative, decentralised solution would be to launch an auction mechanism that 
would support the gradual withdrawal of coal-based capacity from the power system by way 
of entities winning successive auctions transferring obsolete coal-fired units to the system cold 
reserve. Support would be given together with an obligation to allocate the funds so obtained 
to the construction of contracted renewable capacities or to perform other activities aimed at 
establishing a zero-emission power system consistent with the strategic objectives of the country 
and the European Union (e.g. energy storage, grid investments, dispatchable plants, etc.). Such  
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a system should be established quickly and in a manner guaranteeing long-term stability and  
a plan for operations until all currently functioning coal-fired plants are retired. At the same time, 
the mechanism should reward actual acceleration of the phase-out of obsolete assets, and not 
simply constitute bridge financing for coal units losing support from the capacity market. This will 
give investors and financial markets certainty when it comes to reducing climate risk, while at the 
same time taking into account the impact on other market players by favouring new, zero-emis-
sion investments that reduce the operating costs of the entire energy system, rather than stimu-
lating demand for acquisitions of third parties.

. 
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5. Beyond the power sector 
 – building a strong entity 
 present on many promising 
 markets

Similarly to the power sector, the creation of a large 
multi-energy company, as announced by the government, 
based on PKN Orlen, PGNiG and Lotos, comes with great 
opportunities and risks. 

In an optimal scenario, it could serve as the basis for a sectorally and geographically diversi-
fied entity operating in a manner consistent with the European zero-emission transformation 
and capable of competing on the European market with other, similar enterprises. However, 
this opportunity can be missed, if the new entity remains focused on conventional investments 
while expanding into foreign markets. In light of automotive companies realigning their strategies 
towards electrification of road transport in the next decades, many European fuel companies are 
likely to start looking for buyers of their fossil-fuel-based assets in the next decade, focusing on 
expansion in the power sector, developing hydrogen technologies or network investments. From 
the point of view of long-term competitiveness, buying such assets in the 2020s at the expense 
of building know-how on new markets through zero-emission investments would be a mistake. 
At the same time, the enterprise envisioned by the government should avoid concentration on 
the domestic market, as this entails a risk of full domination of energy carrier sales in Poland, 
which would be unfavourable for consumers and the capital group itself, as it would concentrate 
its operational risk in a certain geographical area, limiting the scope for gaining know-how and 
pursuing innovation.
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Figure 1. Development options for the multi-energy company after consolidation

Source: WiseEuropa
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6. Recommendations 
 for the permanent  
 reconstruction of the Polish  
 fuel and energy sector

1. Avoid combining profitable 
and unprofitable assets 

 
It would be a mistake, both in the short and long term, to return to the idea of further consolida-
tion of mining and power sector assets. What should be pursued instead is their rapid and lasting 
separation. This is because they stand before completely different challenges and opportunities 
arising from European regulations and global technological changes. In particular, the mining 
sector's restructuring in the short term and its gradual phasing out over the dozen years should 
not be a burden on the investment capacity of energy companies or on energy consumers.

2. Avoid half-hearted changes 

 
The experiences of the last dozen years show that inconsistent and partial restructuring fails to 
bring the expected effects. After a short period of relative calm, problems return with redou-
bled strength, while lost opportunities for restructuring lead not only to an actual loss of market 
competitiveness and economic value, but also growing social dissatisfaction and loss of confi-
dence in decision-makers among the sector's employees. Today not only mining, but also the 
power sector, requires a quick and decisive reconstruction. In a few years’ time, this may also 
apply to fuel companies, which are still financially robust. For this reason, restructuring plans 
need to be comprehensive and implemented in a manner that guarantees the assumed goals are 
reached, with a horizon of 10-20 rather than 2-3 years. 
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3. Provide dedicated compensation for people 
and entities affected by restructuring instead 
of delaying changes 
 
A recurring mistake in restructuring declining sectors in Poland was that significant financial and 
economic costs were incurred, while more difficult adjustments were being postponed indefinitely. 
This caused significant systemic costs (in the case of mining and the energy sector, estimated at 
approximately PLN 8 billion per year in the past decade 1) without satisfactory long-term effects. 
In light of the increasingly more stringent EU climate goals for 2030 and changes in market condi-
tions (CO2 regulations, costs of renewable energy technologies, expectations of customers and 
financial players, etc.) this strategy is now ineffective and requires far-reaching adjustments. 

4. Consider the long-term trends: climate 
neutrality, technological progress, rising labour 
costs
 
The restructuring plan for the fuel and energy sector must be centred around strategic accept-
ance of international trends, combined with their operationalisation, quantification and actual 
implementation at the national level in the next few years. The discussion on decarbonisation-re-
lated issues in Poland needs to cease focusing on whether the changes are justified and instead 
concentrate on devising effective transformation paths aligned with the EU's goals for both 2030 
and 2050. 

1 Siedlecka, U., Śniegocki, A. and Wetmańska, Z. (2017), The Hidden Bill for Coal 2017, WiseEuropa.
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5. Acknowledge consumer interests, 
competition and private sector involvement 

 
Considerations regarding the energy sector in Poland usually focus on the country's energy secu-
rity and the interests of the state-controlled energy sector. The interests of consumers (high 
quality of supplies, low prices, possibility to choose a well-tailored offer), as well as the role that 
private entities play on the market and in delivering innovative solutions, are treated as issues of 
secondary importance. This approach engenders certain side effects, such as the dysfunctional 
nature of the national energy policy, which for years has failed to provide clear market signals to 
private investors and consumers, as well as the low stock market valuation of state-controlled 
energy entities, which affects, among others, future pensions from the capital-based system. The 
coming wave of restructuring of fuel and energy companies creates an opportunity to revise this 
paradigm and develop a win-win strategy for all stakeholders: consumers, investors, employees of 
the sector and the State Treasury. 

6. Take advantage of the mutual benefits of 
internationalisation 
 
The creation of a transnational multi-energy enterprise planned by the government is an opportu-
nity for a significant improvement in its productivity and for the quality of its offer to be verified 
by more demanding foreign consumers. However, taking advantage of this development oppor-
tunity will, at the same time, require a stable supply of innovation and know-how, as well as  
a “champion” to skilfully follow global trends. This will be possible provided foreign activities are 
expanded towards zero-emission technologies while avoiding investments in conventional assets. 
It will be just as important to maintain an appropriate level of domestic competition, ensured by 
the participation of strong private actors. While a monopoly may bring a sense of security, it does 
not serve quality or innovation. 
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