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Transition from a centrally planned system
to market economy.

The rapid liberalization of the economy and progressive changes
in the energy sector led to the creation of a new institutional
and regulatory framework. This included the establishment
of the Polish Transmission System Operator (PSE, 1990), the
Energy Regulatory Office (URE, 1997), Polish Power Exchange
(TGE, 1999). In 1993, Poland also joined the Union for the
Coordination of Transmission of Electricity (UCPTE), a move that
paved the way for technical integration with Western European
electricity markets and gradually improved the reliability
of Polish energy system.

In the 1990s, electricity generation was ~96% coal-based and

increasingly faced a structural surplus due to heavy-industry
restructuring and efficiency gains. At the same
time, market-driven electricity prices—amid high
inflation—contributed to insolvencies among large companies,
which until 1998 could not choose their supplier. The early
1990s also brought the abandonment of the Zarnowiec nuclear
project, and the mid-1990s the shutdown of the Watbrzych
hard coal region, whose economic transition proved
challenging'.

iR 073 Structural reforms of hard coal mining sector.

A widening mismatch between excessive coal supply and falling
demand at home and abroad, combined with low mining
efficiency and overemployment, drove income losses of the
mining companies, rising debt, and mounting pressure on the
state budget. In response, the government launched the biggest
to date Hard Coal Sector Restructuring Programme cutting
output, employment and environmental impacts: 24 mines were
shut down, employment fell by 42%, and production capacity by
19,7%'". The state supported the transition by setting a special
purpose entity: Mine Restructuring Company (SRK, 2000).
It managed both post-closure assets, and financial support
(Social Package) for departing employees, with reforms
continuing thereafter and reflecting the state of hard coal and
lignite deposits.

m Poland joins the EU

The accession significantly accelerated energy-market reforms.
Among those, the Third Party Access (TPA) rule ensured
regulated, non-discriminatory grid use and enabled cross-border
trade, while transmission operators were unbundled from
competitive activities such as generation and gas/electricity
supply/trading. The enhanced regulator URE approved network
tariffs and settled disputes'.

Poland introduced stricter environmental benchmarks, including
standards for SO,, NO, and dust emissions from large power
plants. In 2005, all consumers gained the right to choose their
suppliers and Poland implemented the EU Emissions Trading
Scheme (EUETS) putting price on GHG emissions. The accession
meant that Poland became not only subject to the entirety
of EU legislation but also the co-creator of its strategy and
a decision-maker in all processes. EU’s multiannual funding has
begun to improve Polish economic, social, and energy
infrastructure.

POLAND AND CHINA:
ENERGY TRANSITION MILESTONES

2015 Power Deficit (Brownout)

The big scale power supply restrictions imposed in the Summer
of 2015 by the PSE on the large electricity consumers were
driven by a number of coinciding factors. A heatwave and
drought limited the water needed for cooling, forcing several
power stations to cut output or shut down. An additional large
power plant failure further reduced available supply just
as electricity demand peaked, leading to a power shortfall
and mandatory consumption limitations.V This event was
a breakthrough point for opening a discussion on the role
of renewables, photovoltaics (PV) in particular, in improving
energy system'’s resilience and flexibility.

2018 “Clean Air” movement

Despite emissions cuts, Poland continued to face severe air
pollution from solid-fuel heating, mainly coal, in households.
This reliance raised GHG emissions, strained public health and
budgets, and weakened energy security, with significant coal
imports (largely from Russia). NGO-led awareness efforts helped
spur the nationwide Czyste Powietrze (Clean Air Programme)¥
governmental grants for single-family retrofits (insulation and
heating upgrades), followed in 2019 by Moj Prad (My
Electricity)" subsidies for rooftop PV and enabling citizens’
participation in the development of the Polish power sector.

2021 EU’s Just Transition Fund & Polish Social Contract
The EU’s 2050 climate neutrality goal became a key reference
for the future of Poland’s coal regions. Poland, for the first time,
committed to end hard coal mining by 2049 (through the
so-called Social Contract), while the EU launched targeted
support for coal region diversification through the Just
Transition Fund (JTF), requiring Territorial Just Transition Plans
(TJTP) from the regions. Poland was its largest beneficiary within
the broader Just Transition Mechanism (JTM) and an active
member of the Just Transition Platform (JTP) enabling
information and support exchange between EU regions.""

m Russian invasion on Ukraine

Russia’s 2022 invasion of Ukraine was a watershed, recasting EU
energy security concept from a market concern to a strategic
imperative. Russia’s repeated energy weaponization left
Poland—then dependent on Russia for about two-thirds of its
gas and ~80% of its oil highly exposed to supply and price
shocks. Poland responded by accelerating its long-term
diversification strategy to replace Russian imports, cutting
dependence, and championing an EU-wide exit from Russian
fossil fuels"". The shift away from Russian gas, reinforced
by national subsidies, also drove a surge in heat pump sales
in Poland.

m Poland - EU’s last hard coal producer

Poland became EU’s last hard coal producer after Czechia closed
its last hard coal mine in February 2026. Lignite mining
continues in Poland, Germany, Bulgaria, Czechia, Romania,
GreeceX.
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CHINA AND POLAND:

Energy BASIC FACTS AROUND THE STATE OF ENERGY TRANSITION
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2015 Power Deficit (Brownout)

Following its accession to the WTO in 2001, China experienced
a prolonged period of rapid economic growth, with GDP
expanding at an average annual rate of around 10%. Accelerated
industrialization, urbanization, and infrastructure development
significantly increased energy demand, leading to a substantial
expansion of fossil fuel consumption.

Although industrial modernization improved energy efficiency
in selected sectors, these gains were largely outweighed by the
scale of rising demand. Between 2002 and 2012 - often referred
to as the “golden decade” of coal, China's coal consumption
increased by approximately 168%, with coal accounting for
roughly 70% of primary energy consumption' and remaining the
dominant pillar of the energy system.

At the same time, China’s oil imports from the Middle East,
Russia, and Africa rose sharply, increasing external oil
dependency from 28% to 57%'". Natural gas also began to play
a more prominent role in the energy mix from the mid-2000s
onward, supported by the development of Central Asian pipeline
infrastructure and coastal LNG terminals. By 2012, natural gas
consumption was approximately six times higher than in 2000.
State-owned enterprises (SOEs) remained central actors across
the energy value chain throughout this period. In the power
sector, reforms aimed at separating electricity generation from
grid operations introduced greater competition in generation,
although broader electricity market liberalization remained
limited. The adoption of the Renewable Energy Law in 2005
established the legal and institutional foundations for the
large-scale deployment of renewable energy in subsequent
years.

Transition from Coal Expansion
2013 - 2020
— to Accelerated Renewable Growth

Between 2013 and 2020, China’s energy transition entered
a new phase shaped by industrial overcapacity, environmental
pressures, and evolving policy priorities. In 2013, China’s coal
sector faced significant overcapacity, accompanied by declining
profitability and the first simultaneous drop in coal production
and consumption in decades. Severe air pollution episodes
in major urban centers accelerated policy responses, including
tighter regulation of energy-intensive industries and stronger
measures to control coal consumption.

Coal nevertheless remained the backbone of the energy system
during this period. Following three consecutive years of decline,
coal consumption temporarily rebounded in 2017. However,
coal share in primary energy consumption continued
to decrease, reaching 56.7% by 2020-more than 10 percentage
points below 2013 levels" reflecting both coal control measures
and rapid renewable energy deployment.

Renewable energy capacity expanded rapidly, supported
by subsidy mechanisms introduced in 2013. At the same time,
large-scale integration challenges emerged, with wind and solar
curtailment peaking in 2016. The gradual reduction of solar
subsidies from 2018 onward accelerated the sector’s transition
toward a more market-oriented development model. Oil and gas
imports also continued to increase during this period.
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The nationwide “coal-to-gas” policy contributed to gas import
dependency exceeding 40% in 2017-2018. In the transport
sector, oil demand growth began to moderate as electric vehicle
adoption accelerated, although strong expansion in the
petrochemical sector pushed oil import dependency above 70%
in 2018.

2021 - 2025 Cllma.te Commltmfants and Energy
Security Rebalancing

From 2021 onward, China’s energy transition has been shaped
by the simultaneous pursuit of climate objectives, energy
security, and industrial competitiveness, resulting in parallel
growth in both fossil fuel capacity and clean energy deployment.
In September 2020, China announced its “dual carbon” goals
to peak carbon emissions by 2030 and reach carbon neutrality
by 2060. By 2021, wind and solar power had broadly reached
grid parity, reducing reliance on direct subsidies. In June 2023,
installed renewable energy capacity exceeded coal-fired power
capacity for the first time, accounting for 48.8% of total installed
power capacity". By 2025, electricity generation from wind and
solar increased from 9.5% in 2020 to approximately 22%, while
coal share in primary energy consumption declined to around
51%".

At the same time, the COVID-19 pandemic, domestic power
shortages, and the geopolitical impacts of the Russia-Ukraine
conflict elevated energy security concerns within national
energy policy. In response, coal production and thermal power
capacity continued to expand, supported by policies
emphasizing supply security and system reliability. Oil import
dependency was maintained below 72% through increased
domestic production and diversification of import sources.
During the later part of this period, policy frameworks related to
the development of a “New-Type Power System” clarified the
evolving role of coal-fired power generation, with coal
increasingly positioned as a flexible balancing and backup
resource rather than a purely baseload source.

In 2025, coal-fired power generation declined for the first time
in over a decade, signaling a potential structural transition rather
than a temporary cyclical adjustment.

China’s updated Nationally Determined Contribution (NDC)
in 2025 introduced the concept of a “just transition” for the first
time, reflecting growing policy emphasis on social inclusiveness
and workforce considerations within the broader energy
transition process.

Towards System Integration
2026 and B d
and Low-Carbon Transformation
Looking ahead, China is expected to further accelerate the
structural transformation of its energy system during the 15th

Five-Year Plan period (2026-2030)", including ambitions
to peak both coal consumption and total oil demand.
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