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Key conclusions

• Implementation of the social contract with the mining sector and the establishment of NABE 
will dismantle the competitive and market mechanisms, which currently enforce the rapid 
replacement of coal assets with lower emission sources. This will significantly postpone the 
departure from coal in Poland and it will delay the energy transformation in Poland at the cost 
of taxpayers and energy recipients, while simultaneously strengthening the pressure from 
these declining industries on political decision makers.

• The proposed transformation model brings with it the risk of the escalation of costs for the 
national stakeholders. It requires the public budget to provide for the constant subsidising of 
those companies, and as the market logic suggests, it would soon be shut down to cover the 
losses of the production units overtaken by NABE for more than a dozen or even several tens 
of years. The creation of NABE will lead to a considerable concentration of the production 
units within one company and competition weakening along with a high risk of an energy 
price increase (monopolistic power).

• The postulated aim of ensuring energy supply security does not require creating a conso-
lidated entity and can be done with other means. One such means is support for the stra-
tegic reserve, provided on competitive principles, instead of the ownership restructuring. In 
the context of the EU laws concerning state aid, it will be easier to introduce a competitive 
mechanism open to different entities, instead of a solution directing the public aid to one 
company with a dominant market position.

• Moreover, the establishment of one consolidated entity is not necessary from the standpoint 
of the second declared NABE objective, that is, facilitating the access to means for investment 
and the management of the change in energy companies. Their difficulties in gaining access 
to capital do not stem from the sole fact of having coal assets, but rather from the concerns 
of the financial sector that those assets can be kept and subsidised contrary to the economic 
estimation. Therefore, the declared objective for establishing NABE can be obtained by assu-
ming reliable transformation plans and the withdrawal of unprofitable coal assets within the 
existing companies.

• The creation of NABE will not solve the key problem of the excessively low supply of invest-
ment projects in the energy production sector because it does not concern its fundamental 
causes. These include weak market signals and regulatory barriers to the implementation of 
new investment projects (in the case of state-owned energy companies) as well as unam-
bitious development strategies and competence shortages, including in the case of other 
entities - regulatory uncertainty and the lack of a clear state energy strategy.
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• The implementation of the NABE concept carries a high risk of consolidating clientelistic rela-
tionships between political decision makers, energy companies and trade unions, due to which 
maintaining dependence on coal against rational economic assumptions may be perceived by 
politicians as a better option than reforms in the years to come. The preservation of these 
relationships will also slow down and encumber the creation of the zero emission economy, 
thereby exposing consumers to severe loss and the economy to a loss of competitiveness.

• The present crisis may either bring order to the situation in the Polish energy sector by leading 
to a rapid withdrawal of coal assets in line with the market signals and full use of new and 
existing just transformation instruments, or it will preserve Poland’s position as a country 
dependent on coal, incurring ever higher reputation and financial costs. In an extreme situ-
ation, it can be one of the causes for Polexit and thus a propaganda instrument used by the 
Eurosceptic circles for the (false) presentation of membership in the European Union as brin-
ging more losses than benefits. 

• Instead of striving for the establishment of NABE in the proposed form, Poland should utilise 
competitive support mechanisms adjusted to the actual challenges of the power sector trans-
formation, transparency and acceleration of changes, and not their postponement. The selec-
tion of the optimum energy mix should be done by the private sector, which at the same 
time should be certain of the institutional and legal framework of the conducted business. 
Too big to fail and at the same time highly politicised, NABE will stand at odds with a compe-
titive energy market based on private entities, embedding the state as a monopolist producer 
instead of a wise and impartial regulator treating the numerous competing private entities 
equally. 

• The proper way of acting would be to identify and remove the causes of low private invest-
ments. The main causes include the aspirations of the government to weaken the market 
stimuli as well as the regulatory barriers encumbering the development of zero emission 
energy sources and other elements of the zero emission power system (warehouses, DSR, 
etc.) by private entities. The state-controlled energy companies are also facing problems to be 
solved with unambitious investment strategies, limited operational efficiency in the develop-
ment of new projects and a lack of transformation plans in line with the market and regulatory 
realities, and on the side of other private entities, the issues are the concerns resulting from 
high regulatory risk. 
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1. Introduction

On 28 May 2021, after seven months of negotiations, the so-called A social contract was signed, 
which is an agreement between the government and mining trade unions with the participation 
of some mining municipalities, regarding the mode and schedule of discontinuing hard coal mining 
in Poland. It establishes social security for miners, including a guarantee of work until retire-
ment in the current position or a guarantee of transfer to another plant or obtaining a severance 
pay if keeping the current job is impossible. The agreement further includes an established mine 
shutdown schedule, according to which hard coal mining in Poland would conclude in 2049. Until 
that time, mines would use state help in the form of subsidies covering their operational losses. 
This last element of the contract constitutes public aid and, for this reason, it must be approved 
by the European Commission to enter into force. Poland has begun preliminary talks with the 
Commission on this topic by applying the so-called pre-notification application on the day of 
signature of the agreement with trade unions and mining municipalities.

Simultaneously with the negotiations of the Social contract, the government is now proce-
eding with a plan of the power sector transformation. Its draft was published on 16 April 2021. 
It envisages the separation of coal assets (power units and mines) belonging to three energy 
companies controlled by the State Treasury and their transfer to a new entity, the National Energy 
Security Agency (NABE). Following the assumptions of the government, this action would, on the 
one hand, facilitate the transformation of energy companies and obtain funds for new invest-
ments and, on the other hand, guarantee the security of the electricity supply thanks to the public 
aid mechanism, which would enable the system to continue operating in a manner that is less and 
less profitable or even lead to loss-making coal power units. In addition, the mechanism of public 
aid would require approval by the European Commission. Thus far, its form remains unknown 
because the government has only started works on it.

The final horizon of both plans is the year 2050, which translates to a plan of closing coal 
mines and the withdrawal of coal blocks from the market until 2049. The provisions of the social 
contract concerning coal mining and the State Energy Policy until 2040 indicate that the Polish 
government currently assumes a greatly prolonged schedule for Polish economy decarbonisation, 
during which both the coal extraction as well as its combustion for energy purposes will be subsi-
dised from public funds. Despite the fact that the details of the developed mechanisms of subsi-
dising the coal energy sector during the transformation are not yet known, the broader context 
of the European energy and climate policy, including the ongoing reform of the public aid rules, 
adapting it to the objectives of the European Green Deal indicates that demonstrating the validity 
of such support and its compliance with the EU rules will prove a serious challenge for Poland.

The present study analyses the risks related to the implementation of the proposed solutions 
as well as alternative possibilities of obtaining the declared objectives.
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2. Coal industry restructuring:  
    management of a change  
    or avoidance of changes?

The plans for the future of the coal industry currently being developed by the Polish government 
are aimed at excluding the coal mining and electricity generation from hard coal and lignite from 
the operation of market and competitive mechanisms. This concept is presented as a way to 
accelerate investments in zero emission sources by, firstly, guaranteeing social peace by agreeing 
with the trade unions on a long-term plan to shut down mining activities and, secondly, removing 
old coal blocks from the balance sheets of energy companies and taking over the economic and 
social costs of their controlled withdrawal from the energy system and putting them onto the 
shoulders of the state. Right at the start, this approach clashes with two main principles of the EU 
energy and climate policy. The first principle is the “polluters pay” principle, according to which the 
emissions from fossil fuel combustion are to be charged with the charges reflecting the marginal 
cost of emissions reduction at a given technological stage, gradually increasing the competitive 
advantage of clean energy generation and use methods in the economy over traditional methods 
related to the need to emit pollutants into the atmosphere. The second rule is to limit public aid, 
reserving the possibility of subsidising economic activity only for strictly defined cases, such as, 
for example, research and development, environmental protection or planned and time-limited 
phasing out of declining industries in the spirit of a just transformation.

The problem with the governmental concepts is, above all, the assumed several-decade long 
transformation horizon. The social contract concerning hard coal mining envisages subsidising 
mines to prolong their functioning by several to over a dozen years longer than it would result from 
a justified economic estimation. As a result of increased wages in the economy, and thus remune-
ration expectations in mining and the very low extraction capacity of the majority of mines, the 
current loss in the sector attains the level of several billion PLN per year. The presence of interna-
tional competition (imported coal) means that it remains impossible to transfer the growing costs of 
mining onto electricity recipients. Without government subsidies for production, the industry would 
have to undertake far-reaching restructuring (reduction of employment and production), concen-
trating resources only on the most promising deposits and gradually phasing out activities in the 
horizon of 10-20 years. The Social contract greatly prolongs this perspective by proposing (repla-
cing the economically motivated restructuring) a mechanism of subsidising the national coal used 
by the Polish power sector until 2049. According to the concept contained therein, the reduction 
of production would not take place under the influence of economic signals (production cost and 
the potential to increase efficiency in individual mines), but rather following a centrally controlled 
decline in demand for coal as a result of withdrawing coal units from the energy system.

Therefore, the governmental propositions not only make the mine phasing out rate depen-
dent on the demand of the recipients separately from the price signals, but they also foresee 
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maintaining the demand for coal by delaying the withdrawal of economically unprofitable energy 
sources, maintained in the system by means of subsidies directly targeting the power sector. The 
energy sector transformation plan assumes the separation of coal assets to a separate entity, 
namely the National Energy Security Agency (NABE), which would use a (currently unspecified) 
support mechanism based on public funds. The Agency would take over 70 coal production units 
with a total installed power of 23 GW, as a result of which it would control 85% of all the centrally 
dispatched production units currently functioning in the Polish power system1. The creation of the 
Agency would remove the competition mechanisms between the individual coal assets, currently 
belonging to different commercial law companies. At the same time, this entity would have to 
deal with rising CO2 prices and an increasing share in the zero-emission sources system, which 
would significantly affect its profitability, especially if the possibility of the timely withdrawal of 
unprofitable units was limited by non-economic factors. Thus, it would have to be subsidised in 
a similar manner to the mining sector, placing a double load on taxpayers and energy recipients.

The creation of one integrated entity of such significance in the energy system, neutralisation 
of market and competitive mechanisms, implementation of a support system for NABE and the 
simultaneous introduction of a coal supply subsidy system through the mining support system 
will lead to a situation in which the process of abandoning coal in Poland will be separated from 
the impact of economic factors and will become purely a matter of political decisions. The deci-
sion-makers’ action taking based on economic rationality will be significantly impeded due to 
the dominant position of NABE on the market and the need for its continued existence in order 
to manage the supply of subsidised coal on the basis of a long-term agreement with the mining 
industry. This factor will strengthen the problems analogous to those currently observed in coal 
mining, where the conclusion of extraction in each mine becomes a source of conflict, increasing 
the costs incurred by society for maintaining a fundamentally unprofitable economic activity.

An important factor hindering and delaying the change will be the resistance of a large and 
consolidated group of stakeholders interested in extending the status quo, i.e. maintaining production 
in state-controlled enterprises with public aid, under the guise of protecting jobs and preventing social 
problems. In such a situation, the state acting as the owner, in order to avoid conflict with stakehol-
ders, typically transfers the cost of maintaining the market position by such enterprise onto taxpayers. 
At the same time, actions are being avoided that really support the local community and economy, 
but they lead to the replacement of production and employment in one state-owned enterprise with 
production and employment in many private entities that do not require permanent subsidies. The 
existing links between these stakeholders and policymakers, the belief that coal related political deci-
sions have a significant impact on the popularity of politicians at the regional and national levels as 
well as the clientelistic nature of the links between the participants in this relationship will make poli-
cymakers view it as much less politically costly to maintain dependence on coal than implementing 
a rational schedule for phasing out of this fuel and building a diversified local and regional economy. 
The discussed relationships have largely affected the coal industry restructuring process2, and their 
maintenance will lead to an accelerated escalation of costs for society as a whole.

1 Czyżak, P., (2021): Poland’s final battle for coal, http://czyzak.net/polands-final-battle-for-coal/
2 Hanna Brauers, Pao-Yu Oei (2020): The political economy of coal in Poland: Drivers and barriers for a shift away from 

fossil fuels, Energy Policy, Volume 144, https://doi.org/10.1016/j.enpol.2020.111621.

http://czyzak.net/polands-final-battle-for-coal/
https://doi.org/10.1016/j.enpol.2020.111621
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Introduction of the discussed solutions, i.e. social contract and NABE in the proposed form 
will be costly for taxpayers and energy users. It is estimated that the losses generated by NABE 
to be covered by the public aid funded from taxes or energy bills could exceed PLN 31 billion 
by 20403. On the other hand, the amount of loss recorded by the hard coal industry in 2020 is 
PLN 4.4 billion4. On this basis, the estimated initial annual value of subsidies to be provided to 
the hard coal extraction sector in accordance with the provisions of the social contract can be 
estimated at about PLN 6 billion. The annual cost of both solutions in the horizon of the forecast 
would exceed the expenses of the state budget on culture or social aid (PLN 3.1 billion and PLN 
4.1 billion, respectively, in 2021 according to the Finance Act). The creation of NABE would also 
mean a significant concentration of generating units in the hands of a single entity, thus weake-
ning competition between electricity producers, which would inevitably have an impact on energy 
prices - the more so as the Agency would rely on an increasingly expensive technology such as 
coal combustion burdened with fees for emissions. Establishing the Agency would probably have a 
negative indirect impact on energy prices in the long run, as it would involve a slower withdrawal 
from the market of unprofitable, subsidised energy sources, and thus a slower market entry of 
new, less expensive sources, which would increase the total cost of maintaining the electricity 
system.

The assumed model of transforming the power sector will also impede the conduct of changes 
in accordance with the principles of a just transition. The jobs in the generating units that will be 
transferred to NABE will, by definition, be scheduled for decommissioning within a relatively short 
(but unknown) time frame, as the Agency will not transform its plants or its business model in line 
with the transformation needs, investing only in ongoing capacity maintenance and withdrawing 
them gradually as new capacities appear in the energy system. Therefore, the Agency will not be 
capable of proposing its employees retraining and the continuation of employment in new types 
of activity in the same enterprise. The NABE creation plan presented by the government does 
not specify any support mechanisms for the employees of the closed down power distribution 
companies, apart from general support mechanisms for mining regions, based primarily on the 
EU’s Just Transition Fund. The employees and trade unions of the power sector have expressed 
serious concerns with the planned changes.

3 Instrat, Client Earth Prawnicy dla Ziemi (2021): Monopol węglowy z problemami. Analiza restrukturyzacji polskiego 
sektora energetycznego, https://www.documents.clientearth.org/wp-content/uploads/library/2020-11-24-monopol-
weglowy-z-problemami-raport-coll-pl.pdf

4 Wysokie Napięcie (2021): Górnictwo przyniosło 4,3 mld zł strat w 2020 roku, https://wysokienapiecie.pl/36605-
gornictwo-przynioslo-43-mld-zl-strat-w-2020-roku/

https://www.documents.clientearth.org/wp-content/uploads/library/2020-11-24-monopol-weglowy-z-problemami-raport-coll-pl.pdf
https://www.documents.clientearth.org/wp-content/uploads/library/2020-11-24-monopol-weglowy-z-problemami-raport-coll-pl.pdf
https://wysokienapiecie.pl/36605-gornictwo-przynioslo-43-mld-zl-strat-w-2020-roku/
https://wysokienapiecie.pl/36605-gornictwo-przynioslo-43-mld-zl-strat-w-2020-roku/
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3. NABE – a response  
    to a wrong question

The declared aim of establishing NABE is to solve two problems. Firstly, the separation of coal 
assets to facilitate the transformation of state-controlled energy companies, as enterprises 
largely rely on the combustion of fossil fuels and currently have difficult access to external finan-
cing due to regulatory (climate policy) and operational risks (wage pressure, restructuring diffi-
culties, the need for hidden subsidies for coal extraction in deficit mines). At the same time, they 
are burdened by high and ever increasing emission fee cost, which, despite the increased cost of 
energy, cannot be fully transferred onto the end recipients. These factors limit the companies’ 
access to the investment resources, putting their capacity to face the energy transition challenges 
into question. Secondly, NABE aims at ensuring the security and continuity of the energy supply5, 
that is, functioning in the system of the available power sufficient to cover the growing demand 
for energy from the developing national economy. Coal assets are not viewed as a capacity pool, 
the role of which should gradually decrease and, at the same time, change from sources operating 
in all the segments of the national power system (NPS), towards sources focused on its regulation 
and provision of a reserve for renewable sources. In view of the conservative provisions of the 
national energy strategies (PEP 2040, NECP), assuming a relatively small technological transfor-
mation of the NPS in the horizon of 2030, most of the coal sources operating today - in line with 
the government’s intentions - are to function for at least over a dozen years. However, this means 
that the government must find new possibilities for subsidising coal sources after the shutdown 
of the current support mechanism, that is, subsidies within the power market. A considerable 
portion of the existing assets is already in deficit, and in the light of changing foundations (coal 
cost, labour cost, inexpensive RES energy, decreasing working time in the system etc.), this funda-
mental problem will continue to grow.

Contrary to the optimism of the Polish public administration, there are serious doubts regar-
ding whether the creation of NABE is the optimum response to the above problems.

First of all, the proposal to separate coal assets into a separate entity ignores the possibility of 
obtaining financing for the transformation by energy companies operating in the existing shape, 
shifting its cost to the taxpayer in an unconditional and indefinite manner. An alternative to the 
complete separation of coal assets could be the presentation by energy companies of credible 
plans for the gradual phasing out of their coal capacity from the system in line with market signals 
and in a coordinated manner with investments in zero-emission sources. This plan would be 
confirmed by an appropriate agreement with the government that could guarantee energy compa-
nies an adequate flow of transformational support, but it would be limited in time as well as be 
conditional on the fulfilment of strictly defined reduction obligations. The real problem perceived 
by the financial market in relation to energy companies with State Treasury shareholding is not the 

5 Ministry of State Assets (2021): Rozpoczęcie konsultacji programu transformacji sektora elektroenergetycznego, https://
www.gov.pl/web/aktywa-panstwowe/rozpoczecie-konsultacji-programu-transformacji-sektora-elektroenergetycznego  

https://www.gov.pl/web/aktywa-panstwowe/rozpoczecie-konsultacji-programu-transformacji-sektora-elektroenergetycznego
https://www.gov.pl/web/aktywa-panstwowe/rozpoczecie-konsultacji-programu-transformacji-sektora-elektroenergetycznego
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transformation risk per se, but rather the risk of indefinite maintenance and subsidies of unpro-
fitable coal assets contrary to market signals and in the absence of a clear zero-emission trans-
formation strategy. In other words, the financial market does not give a negative assessment of 
the sole fact of having coal sources, but the lack of strategy for their withdrawal, confirmed by 
appropriate guarantees from the government. The solution to the problem could, therefore, be 
the adoption of plans to phase out coal assets in line with market signals and Poland’s reduction 
commitments, linked to adequate renewable capacity development plans and confirmed by the 
government with appropriate, but not unconditional, financial guarantees. This procedure is also 
provided for in the new EU Strategy for financing the transition to a sustainable economy, which 
strongly emphasises the need to finance investments aimed at the transition of enterprises, inclu-
ding with assets based on fossil fuels, to sustainable business models6. Similarly, the latest report 
of the Platform on Sustainable Finance notes the need to facilitate the access to financing for 
transition actions for companies having assets which have no raison d’être in the perspective of 
20507. 

Another method for building investors’ trust, and improving their certainty that the invest-
ments will not make their way to enterprises burdened by unprofitable coal assets, may be indeed 
the separation of such assets to several separate entities. This should not be a single entity 
because the consolidation of coal assets in one dominant company will probably involve higher 
costs for energy consumers and taxpayers than the creation of several competing companies. This 
type of entities could be created according to the fuel criterion (one entity receiving brown coal 
assets and to another those using hard coal) or geographic criterion (sources located in different 
parts of Poland would be moved to separate companies), for example. Each of these entities would 
have to conclude a specific restructuring contract with the government, leading to a controlled 
shutdown of activity in connection with the separate technological and economic specificity of 
each one. At the same time, these entities on the energy market would have to compete not only 
with zero-emission sources but also with each other, while having a lower negotiating power 
towards the administration, which in the long term would serve both energy consumers and 
taxpayers. In comparison with the first option (keeping assets in existing companies and restruc-
turing contracts), this solution would be less flexible, making it difficult, for example, to transfer 
employees of coal-fired power plants to low-emission sources developed at the same time. For 
this reason, it would also be more expensive for taxpayers, who would most likely be forced to 
incur this cost. Thus, it should be treated as a second-choice solution, less favourable than the 
contract option and better than the NABE concept proposed by the government.

It should be emphasised that alternative methods exist to NABE to ensure the energy secu-
rity of Poland in the intermediate period (i.e. until the formation of a new, zero emission energy 
system). The government’s NABE draft states that high-emission generation units “are not suffi-
ciently replaced by new sources, which in the coming time would enable independent coverage 
of the demand for power and energy in the National Power System”8. This diagnosis is confirmed 

6 European Commission (2021): Strategy for financing the transition to a sustainable economy, https://eur-lex.europa.eu/
legal-content/PL/TXT/HTML/?uri=CELEX:52021DC0390&from=EN

7 European Commission (2021): Platform on Sustainable Finance. Transition finance report, https://ec.europa.eu/info/sites/
default/files/business_economy_euro/banking_and_finance/documents/210319-eu-platform-transition-finance-report_
en.pdf, str. 15.

8 Ministry of State Assets (2021): Projekt – transformacja sektora elektroenergetycznego w Polsce, https://www.gov.pl/
attachment/e0bda880-f23d-4992-8ee6-242c3ca9f34b, str. 26.

https://eur-lex.europa.eu/legal-content/PL/TXT/HTML/?uri=CELEX:52021DC0390&from=EN
https://eur-lex.europa.eu/legal-content/PL/TXT/HTML/?uri=CELEX:52021DC0390&from=EN
https://ec.europa.eu/info/sites/default/files/business_economy_euro/banking_and_finance/documents/210319-eu-platform-transition-finance-report_en.pdf
https://ec.europa.eu/info/sites/default/files/business_economy_euro/banking_and_finance/documents/210319-eu-platform-transition-finance-report_en.pdf
https://ec.europa.eu/info/sites/default/files/business_economy_euro/banking_and_finance/documents/210319-eu-platform-transition-finance-report_en.pdf
https://www.gov.pl/attachment/e0bda880-f23d-4992-8ee6-242c3ca9f34b
https://www.gov.pl/attachment/e0bda880-f23d-4992-8ee6-242c3ca9f34b
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by the analysis of the Energy Regulatory Office, which, based on the study of investment plans of 
energy companies, predicts that, by 2034, the available capacity in the National Power System may 
decrease by as much as 10.6 GW (31%)9. In the short and medium perspective, this problem could 
be solved by creating a strategic reserve, which would include power plants maintaining readiness 
for supplying power, but normally remaining outside of the power market. Consolidation of all 
coal assets into one entity is not only not required to create such a mechanism, but it may even 
make its implementation difficult, as EU regulations require this type of support to be provided on 
a competitive basis. Creating the mechanism of a strategic reserve and securing the appropriate 
available power in the system is, therefore, possible, and even easier without the consolidation 
of coal assets in NABE.

In the longer term, however, it is necessary to solve the problem of the insufficient supply 
of investment projects related to energy generation units and, in broader terms, energy security 
(supporting the development of new, zero-emission energy sources, but also improving energy 
efficiency, expanding and modernizing energy networks, and increasing the flexibility of the 
system through the development of storage facilities, demand management (DSR) and sector 
integration). The government’s project of transforming the electricity sector lacks reflection 
on the reasons for the low supply of investment projects, not only from companies with State 
Treasury shareholding, but also from other entities in the sector (including potential new dome-
stic and foreign players). The insufficient interest of all investor groups in starting new projects, 
despite the expected power deficiency in the system indicates that the problem does not only 
concern companies with the State Treasury shareholding, but it has more systemic foundations. 
The appropriate direction for action would, therefore, be to identify the problem and remove 
its causes. It appears that the main causes include the aspirations of the government to weaken 
the market stimuli as well as regulatory barriers encumbering the development of zero emission 
energy sources and other elements of the zero emission power system by private entities. The 
energy companies controlled by the State Treasury are also facing problems with unambitious 
investment strategies and the lack of transformation plans in line with the market and regulatory 
realities, and on the side of other private entities, the issues are the concerns resulting from high 
regulatory risk. 

Removal of the low supply of investment projects is all the more significant in that both 
the establishment of NABE and the implementation of support for hard coal mines in accor-
dance with the social contract will depend on the obtainment of the approval of the European 
Commission for providing support in the form of subsidies. Such approval can only be given when 
the European Commission will assess that the proposed public aid mechanism remains in line with 
the EU rules concerning the state aid. At the moment, these rules are being reviewed and their 
new version, adjusted to the targets of the European Green Deal, is set to enter into force this 
year. The creation of support mechanisms for coal that would meet the EU requirements will be 
extremely difficult. Subsidising the extraction and combustion of coal barely fits in with the logic 
of the applicable rules. A concession corresponding to Poland’s special dependence on coal was 
the so-called grandfathering clause, i.e. a clause included in the reform of the EU energy regula-
tions of 2018, which allows Poland to continue supporting certain coal-fired units in the power 

9 Energy Regulatory Office (2021): Odchodzimy od dyspozycyjnych i sterowalnych mocy. Niezbędne będzie 
zabezpieczenie systemu, https://www.ure.gov.pl/pl/urzad/informacje-ogolne/aktualnosci/9532,Odchodzimy-od-
dyspozycyjnych-i-sterowalnych-mocy-Niezbedne-bedzie-zabezpieczenie.html 

https://www.ure.gov.pl/pl/urzad/informacje-ogolne/aktualnosci/9532,Odchodzimy-od-dyspozycyjnych-i-sterowalnych-mocy-Niezbedne-bedzie-zabezpieczenie.html
https://www.ure.gov.pl/pl/urzad/informacje-ogolne/aktualnosci/9532,Odchodzimy-od-dyspozycyjnych-i-sterowalnych-mocy-Niezbedne-bedzie-zabezpieczenie.html


14

Coal’s Swan Song. Systemic risks of delaying the restructuring of the mining and coal energy sectors in Poland

market after 2025, when a ban on subsidising coal will apply throughout the European Union. 
Following the entry into force of the new state aid rules, the introduction of new public support 
mechanisms for coal on the scale provided for in the Social Contract and the NABE plan will be 
even more difficult to justify.
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4. Summary

The current crisis is the moment in which Poland has the chance to definitely conclude its 
dependence on coal in the power sector, allowing the action of the existing market and regula-
tory mechanisms and simultaneously utilising the available tools of a just transition. However, 
the plans presented by the government indicate that the aim of the proposed restructuring of the 
coal industry is to rather neutralise these mechanisms, thereby prolonging Poland’s dependence 
on the black fuel. This will be linked to the need to provide significant public aid to the hard coal 
extraction sector as well as the planned National Energy Security Agency. In both cases, the 
support mechanisms will require approval by the European Commission, which will examine their 
compliance with the EU rules concerning state aid.

Due to a number of negative consequences to which the implementation of the government’s 
plans will lead, the European Commission will probably not agree to the special treatment of the 
Polish coal energy sector when assessing the compliance of the solutions proposed by Poland 
with the rules on state aid. Such action would be contrary to the EU climate commitments and 
intentions of the European Union in the field of sustainable financing, detrimental to the energy 
users in Poland, costly for taxpayers and risky for the power sector’s employees. Above all, it 
would delay unavoidable changes. This would create a significant political risk for the further 
energy transition in Poland, leading to a situation where the withdrawal of coal in accordance 
with the EU targets and economic rationality would be perceived by the decision makers as more 
problematic than to continue the dependency on this fuel.

From Poland’s viewpoint, it is necessary to develop a long-term solution to the issue of an 
excessively slow rate of development of new energy sources and the creation of solutions which 
will facilitate efficient investment in energy transition, and not mechanisms protecting old assets 
against the market pressure and the influence of regulatory changes. The aspiration for upkeeping 
coal extraction for the next decades thanks to public funds and subsidising unprofitable coal 
assets following their concentration within NABE will serve the prolongation of the dependence 
of the Polish economy on coal, delaying the appearance of alternatives in the Polish power system.

The postulated aim of ensuring energy supply security does not require creating a conso-
lidated entity and can be done with other means. One such means is support for the strategic 
reserve, provided on competitive principles, instead of the ownership restructuring. In the context 
of the EU laws concerning state aid, it will be easier to introduce a competitive mechanism open 
to different entities, instead of a solution directing the public aid to one company with a dominant 
market position.
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