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Introduction

The restructuring of the Polish coal sector is inextricably 
related to the democratic transformation which began 
in 1989. The economic dimension of the transformation 
is manifested in the shift from central planning to the 
free market. Although this process brought economic 
growth, it has had severe social costs. 
The main goals of the coal sector restructuring were 
to achieve its profitability  and competitiveness on the 
global market. However, even with a very quick down-
sizing of production and employment, which positively 
affected the mines’ productivity, these goals were not 
achieved. Neither the profitability of the sector nor the 
sustainability of the labour restructuring were achieved. 

There were three main reasons for lack of success in this 
process. Firstly, the rapid changes of governments mak-
ing impossible implementation of long term strategies 
and ensure implementation of market rules in the sector. 
Secondly, the pressure from trade unions on sustaining 
the status quo – state owed structure of mining com-
panies, professional privileges and increasing salaries. 
Thirdly, the lack of sufficient incentives for retraining 
the miners and revitalising the areas exposed the most 
on the coal sector restructuring.  

1Historical background

This chapter provides a short overview of the Polish 
coal sector history. It shows how coal mining was, 
for many decades, a driver of faster economic, social 
and regional development. It also explains why this 
development lasted only until the communist period 
(1945-1989) when the financial viability of the sector 
was gradually lost.
Coal mining has a long tradition in Poland, especially in 
two southern regions. Coal mines were first mentioned in 
Poland in the 14th century (Lower Silesia region) and 16th 
century (Upper Silesia region). However, the true growth 
of the sector took place in the 18th and 19th centuries 
when new industries, urban centres and transport lines 
developed around three major coal fields – Upper Silesia, 
Dąbrowskie and Krakowskie. Two regions were particu-
larly affected by the fast development of mining – Upper 
Silesia and Małopolskie - both in the south of Poland.1

Coal mining triggered progress in the regions thanks to 
the rich coal reserves. The development of mining and 

related industries (particularly metallurgy) was followed 
by demographic, social, economic and cultural changes. 
Mining speeded up technological progress, i.e. the use of 
steam engines, railroads electrification etc. It triggered 
the development of the education system (especially en-
gineering) and speeded up urbanization. Mining was also 
the first sector where a modern social security system 
was developed. Social rights and their awareness led, in 
turn, to faster socio-political changes and the formation 
of workers’ movements.
At the end of the 19th and the beginning of the 20th cen-
tury, hard coal became the main resource of the mining 
sector in Poland, ahead of ore, gas and petrol. In 1929 
the production of coal, over 70% of which came from 
the Upper Silesia region, reached over 46 million tonnes 
and accounted for 4% of Polish GDP. 
During the communist regime, the new model of a 
centrally-planned economy was introduced, in which 
coal played a prominent role. In this model, inputs were 

1 In the 1980s the Lubelskie region became a third important centre of coal exploration.
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directly allocated based on multi-annual plans prepared 
by the central administration. As private property was 
considered a source of inequality, it was almost entirely 
abolished. For that reason, the government nationalised 
(i.e. acquired from domestic and foreign private owners) 
all large and medium-sized companies, including all com-
panies in the mining and electricity sector.
The empowerment of the working class, which was at 
the heart of the communist system, as well as the em-
phasis on the development of heavy industry and large-
scale projects laid the ground for the rapid growth of 
the mining regions. During this time coal production 
reached its peak.2

The choice of coal as the backbone of the economy was 
not random. Because of the composition of its natural 
coal reserves, Poland was assigned by the USSR to play 
the role of coal and steel supplier within the Eastern 

Bloc. This economic direction had a negative effect on 
the production of consumer goods. The scarcity of the 
latter is considered to be one of the economic reasons 
for the fall of the communist regime in Poland.
In Poland, mining became a model sector of the socialist 
economy. It was presented as a guarantee of development 
and progress. This was manifested by the allocation of var-
ious benefits (privileges) for miners, such as two additional 
monthly salaries (each year), an allowance for school ac-
cessories for workers with children or a one-time travel 
subsidy for miners and their families (Szpak, 2012). Part 
of this legacy was also the involvement of mines in social 
activities such as running hospitals, schools, kindergartens, 
sport clubs etc. (Kaczorowski and Gajewski, 2008). This 
involvement created a vicious circle in which the side ac-
tivity of coal mines and their political importance became 
the reason for bigger subsidies from the state budget.

2Structure of the coal and energy sector

In this chapter, the role of coal in the Polish economy and 
energy system is described. It explains why, despite the 
downsizing of production and employment in the sector 
over the first decade of the restructuring (1990-1999), the 
role of coal still remained important.
The share of coal in the total primary energy supply has 
traditionally dominated other fuels. Coal production (in-
cluding lignite) covered both the domestic demand and 
was also an important part of Polish exports, balancing 
the almost complete reliance on oil supplies from abroad. 
This balance reduced, for instance, the impact of the oil 
crises in the 1970s on the Polish economy and triggered 
the construction of new mines. 
Since 1980s, however, and through the following decade, 
the role of coal has decreased. In the 1980s the major 
factor of this trend was mainly external. In the 1990s the 
decisive role was played by two internal factors, related 
to the overall economic transformation. The first was the 
downsizing of the industrial sector, in many cases due to 

the collapse of large, unprofitable companies. The second 
was related to the general improvement of energy effi-
ciency. Both factors moderated the demand for primary 
energy, particularly for coal and lignite. The relative growth 
of other fuels in the primary energy supply, especially gas 
and oil, was in nominal terms rather insignificant, as the 
total primary energy supply dropped, in particular due to 
lower coal production (Figure 1).
Compared to the primary energy supply, coal played 
an even more important role in electricity production. 
Between 1990 and 2000 it delivered 95-96% of power, 
whereas the second and third biggest sources - hydro and 
oil – provided just 2-3% and 1% respectively (Figure 2). It 
is also important to note that hydro power in Poland is 
largely pumped-storage electricity. In practice, it is used 
by coal-fired power plants for daily load balancing. The 
share of hydro, oil, gas and waste in the energy mix has 
remained steady, whereas coal has been the main fuel 
to adapt to the fluctuating demand.

2 The production of coal reached its peak in 1979 at 201 million 
tonnes, of which 42 million were exported. In the 1980s, 
production dropped, mostly due to the economic recession in 
Poland.
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Electricity production in Poland was linked to the country’s 
economic growth. Despite the initial downturn in 1990-92, 
the economy started to grow substantially from 1992 to 
1996 when another drop (albeit rather smooth) occurred 
between 1996 and 1999. Overall, during the 1990s the an-
nual electricity production ranged from 133 to 145 TWh.  

In this decade, employment and production in the 
hard coal mining sector dropped drastically. Employ-
ment fell from almost 388,000 to 155,000 workers. 
Also, the production of coal fell, but at a substantially 
slower pace which gave positive results in terms of the 
sector’s productivity (Figure 3 and Figure 4). 

*Without electricity; crude oil and oil products combined. Source: Own representation based on IEA.
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Almost half of the existing mines were closed during the first 
decade of restructuring. Out of the 70 mines which existed 
in 1991, 30 were closed and only one was opened (in 1994) 
(Figure 4). It is important, however, to stress that due to the 
territorial concentration of mines in Poland, their closure 
was often in fact an acquisition or merger with other mines. 
In such cases, connections between their excavations were 
built or expanded. These operations allowed to reallocate 
resources – people, machinery, etc. The liquidation of these 
mines after the depletion of resources was also cheaper. 
The total sale of hard coal between 1990 and 1999 
declined from 147 to 106 million tons (Figure 4). 
Apart from the year 1993, production of coal was 
constantly exceeding its sales by around 3-4 million 
tons. The difference between average cost and average 
price of sales was (except in 1994) always negative. 
(Karbownik and Bijańska, 2000) It was an undesirable 
phenomenon, although in case of the rapidly shrink-
ing sectors such as mining and with relatively high 
fixed costs, sales below costs of production can be a 
justifiable strategy. 
In the early 1990s the sales of Polish coal experienced 
a major slump (Figure 5). One of the reasons was de-
creasing demand on the domestic market related to 
the general fall in production. The other reason was 
the dismantling of the Eastern Block (the Council for 
Mutual Economic Assistance) whose member coun-
tries were the main receivers of exported Polish coal. 
The adjustment process to new markets was difficult 
as the quality of coal was low and its improvement 

required new investments in processing technology, 
namely coal beneficiation. (Lorenz, 2011)
For that reason, in 1990 a system of coal prices and limits 
for emissions was introduced.3 Special price formulas, 
based on the coal quality (its calorific value and content 
of ash and sulphur) were designed to stimulate techno-
logical investment. Along with the price mechanism, a 
cap for emissions was introduced in the energy sector. In 
this system, all the emissions were paid for by a polluter, 
and any emission above the fixed level was penalised 
with additional financial fines. Both mechanisms led to 
a quick improvement in coal quality and a decrease in 
pollution. (Lorenz 2011)   
The fixing of coal prices also played the role of an 
“inflation anchor” as a part of the broader economic 
transformation in the early 1990s. This step consisted 
of fixing the coal price on the wholesale market at a 
steady level. Althogugh the system remained obliga-
tory for only one year, it… 
On the retail market the price of coal rose nine-fold in 
the 90s, which was mainly borne by individual house-
holds. Between 1995 and 2000 the economy grew by 
26% and the sector shrank by 12% (in fixed prices). 

Source: Own representation based on Kaczorowski and Gajewski (2008). Source: Own representation based on Kaczorowski and Gajewski (2008).
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3 In the previous system, the maximisation of coal production and 
surplus electricity created an opportunity for agreement from the 
central planner (USSR) to develop new factories and thus improve 
the domestic economic situation. Trade was the principal reason 
for further growth (Blaschke, 2002). The price of coal was set 
centrally, on the basis of average price production and transport 
costs. However, it played a secondary role in production.
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Hence the share of the mining sector in the economy 
during the same period fell from 4.1% to 2.6% (Table 1). 
Together with the inefficiency of the sector, it was the 
reason why coal exports were unprofitable throughout 
the whole decade as the price was lower than the cost 
of production (Czerwińska, 2002). The inflation anchor 
issue still remains one of the most controversial deci-
sions, criticised especially by the representatives of the 
coal sector (Blaschke, 2002; Paszcza, 2010).   
In the whole of the 1990s, the profitability of the 
hard coal sector remained negative and sector debt 
quadrupled. In 1993, the debt was 5.45 billion PLN, 
by the end of 1997 it was already 13.35 billion PLN 
and in 2000 it reached 22 billion PLN.
From 1990 to 2000, mining companies went through two 
major legal transformations, taking on different forms of 
business entities. In 1990, they were transformed from 
public utility companies into individual state enterpris-
es. Due to their underperformance and the critical situ-

ation of the sector in 1993, the existing enterprises were 
grouped into 7 joint stock companies (Tkocz, 2006). In 
the late 1990s, the privatisation of mines was planned 
but realised only in some cases within the next decade.
Substitution of coal in Polish energy mix with any 
other fuel was not an option. Lack of sufficient do-
mestic gas reserves or technological know-how in 
nuclear or renewable energy, combined with the lack 
of investment capital made it impossible. Also, the 
import of energy, due to economic, infrastructural or 
geopolitical reasons was hardly realistic.
The major decline in production and employment in the 
coal mining sector, as well as the closing of a large share of 
the mines, did not reduce the essential role of coal in the 
energy mix for both primary energy supply and electricity 
production. Two trends had a major impact. On the one 
hand, it was economic growth correlated with the growth 
in electricity demand. On the other hand, there was the 
growing economic efficiency in coal production.

Table 1. Nominal and real added value of the economy and the mining sector [bn PLN]

Gross added value

Current price Fixed price (1995)

Total economy Mining Total economy Mining

1995 268.3 11.1 268.3 11.1

1996 336.8 12.8 282.5 11.6

1997 412.9 14.6 300.6 11.1

1998 485.2 13.3 314.8 9.8

1999 535.7 14.2 327.0 9.7

2000 623.9 16.1 339.1 9.8

Source: Own representation based on Franik (2010).

Source: Own representation based on Kaczorowski and Gajewski, 2008. Source: Own representation based on Comtrade.
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33. Policies for the restructuring  
of the coal sector 

This chapter describes the main actors and programs to-
gether with the most important instruments of restruc-
turing. The main reasons why the coal sector remained 
unprofitable despite various actions, and supported by 
financial efforts, were established. 
The Balcerowicz plan, implemented in 1990, also known 
as shock therapy, was particularly difficult for low-skilled 
workers employed in state-owned companies. Solidar-
ity, the trade union which was the main opposition 

force triggering the fall of communism in Poland, was 
dramatically torn between proponents and opponents 
of this plan based on three main goals - privatisation, 
deregulation and limiting hyperinflation. The most con-
troversial, however, was the pace of reforms, the role of 
foreign investment capital and the choice of coal as the 
inflation anchor. 

Main actors in the process

Since the early 1990s, the discord between proponents 
of liberal reforms and their opponents has become 
more pronounced. Although all subsequent govern-
ments supported the liberal direction, they did so to 
varying degrees. It is sufficient here to mention that 
in th is period, eight governmental coalitions were 
formed ranging from the right wing4, originating in 
the Solidarity movement, to the left wing with their 
roots in communism.  
Throughout the whole period of transformation, the 
role of trade unions was crucial. Although the average 
rate of unionisation in Poland in 2003 was around 15%, 
in the numerous mines coal sector it reached between 
75% and 113% (one miner often belonged to more 
than one trade union) (Kaczorowski and Gajewski, 
2008). This was possible thanks to the regulations, 
for instance separate job positions with a full salary, 
paid by the coal companies to the trade union lead-
ers, which led to a multiplication of new (even very 
small) trade unions. 
As a result of the multiplicity of unions, reaching an 
agreement between them was already very difficult, 
making any agreement in the social dialogue for-
mat even more difficult. As study of Zientara (2009) 
shows, another important problem was a confronta-
tional attitude of trade unions in the 1990s. Their 

demands traditionally focussed on three aspects: wage 
increases, sustaining jobs (blocking the liquidation 
of mines) and defending their special professional 
benefits (privileges). 
The view of the government and employers was sup-
ported by international organisations (the World Bank, 
European Bank for Reconstruction and Development and 
the European Union) and countries providing financial 
support for the transition process in Poland – USA, UK, 
Germany, Denmark, Switzerland and Canada.
In a centralised unitary political system, which was 
the direct heritage of the communis t regime, the 
role of regional and local authorities and stakeholders 
was rather weak. The first significant impact came in 
1995 when major local communities and organisations 
signed a regional contract for the Katowickie region 
with the government through its regional represent-
ative. Although the document was not a legislative 
act but a s trategic document, it formed the basis 
for the future cooperation of the signatories – the 
government and its social partners. The role of local 
and regional authorities and grew substantially after 
the introduction of territorial reform in 1999 which 
re-established the decentralisation principle along 
with an additional, third level of territorial division, 
which existed before World War II. 

4 Essentially, all the political parties in Poland after 1989 agreed on the liberal market economy as a general economic direction for the country. 
The right wing refers to conservative (Christian democratic) values as opposed to socialist (liberal). Solidarity as a trade union was closer to 
the conservative parties, whereas OPZZ, the second biggest trade union, was closer to the post-communist political parties.
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Governmental programs

In early 90s, the coal restructuring began with the man-
agement and organisation system. The central supervisory 
and controlling institutions of the sector, five state com-
panies and the Hard Coal Community, were dissolved. 70 
mines which existed at the time in Poland, although state 
owned, were given autonomy for management and finan-
cial issues. A new government agency was established but 
its competences were rather of a supportive character, 
which soon turned out to be insufficient.
A vast majority of mines got heavily indebted. The 
main reasons for that was the lack of competition 
among external producers, the disentanglement of 
mines from their side activities (schools, hospitals 
etc.), the lack of alternative fuel on the energy mar-
ket and very limited inves tment capital quick ly. 
These four reasons led the mines into h igh levels 
of debt. Despite the principles of the restructuring 
program, and with a lack of proper controlling in-

stitutions, the mines responded by maximising coal 
production without any regards for demand. Grant-
ing this autonomy to mines at this very early stage of 
the coal market, turned out to worsen the situation. 
(Blaschke, 2002; Krowiak, 2002).
The insufficient results of the general economic 
transformation between 1989 and 1992 forced the 
government to take a more sectoral approach and 
implement tailor-made solutions for coal mining. 
Between 1993 and 1998, four governmental pro-
grams for restructuring the coal mining sector were 
adopted (Table 3). Their main goal was to restore 
the profitability of the sector by increasing its la-
bour productivity and reduction of production costs. 
These goals were mainly to be achieved by:

 y Separation from the non-production sphere and out-
sourcing. 

 y Reduction of employment. 

Table 2. Territorial division of Poland before and after the administrative reform of 1999

Before 1999 After 1999

49 regions (voivodships) 
2129 communes (gminas)

16 regions (voivodships)
379 districts (powiats)

2478 communes (gminas)

Source: Own representation.

Table 3. Programs for restructuring the hard coal mining sector – a summary 
Title of the document Nature of the document

1993
Program for restructuring the hard coal 
sector

Designed as the first of three phases of the restructuring process, orientated to the 
profitability of the sector. It was implemented just a few months before the basic 
assumptions related to coal production and exports were shown to be too optimistic. 

1993-1994
Program for staving off bankruptcy in the 
hard coal sector

In the context of the rapidly deteriorating situation in the sector, it was necessary 
to correct the previous program. Although officially it was never adopted by the 
government, it was used as the basis for further actions. This plan laid the grounds 
for instrument to ensure social protection for early retirements in mining. 

1994-1995
Restructuring the hard coal sector. Program 
for the accomplishment of phase II in 1994-
1995

In the second phase of the restructuring process, ecological and social aspects were 
included. The third phase was never implemented due to the growth in wages and 
slower than expected reduction of employment. 

1996-1998

The hard coal mining sector – public and 
sector policy for 1996-2000. Program for 
adapting hard coal mining to the market 
economy and international competition 

This program only accomplished the technical part of the restructuring process. It 
failed to deliver positive results in all other areas, namely in ownership, employment 
finance and organisation. The increase in production without sufficient demand, and 
the lack of decision-making about the closure of mines were some of the reasons 
why the EBRD and WB refused to financially support the sector. 

1998-2002
Reform of the hard coal mining sector in 
Poland in 1998-2002

The most complex and ambitious program, which extended the number of available 
instruments and introduced a new broader framework of support.   

Source: Makiela (2002), Paszcza (2010), Przybyłka (2013).
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 y Adjustment of supply to the decreasing demand.

 y Decrease of production capacity.
In 1992 the government outlined the first program for 
restructuring the sector. It decided to close the least 
competitive mines and grouped the remaining mines into 
several companies. The government planned to close 
18 mines between 1993 until 2000 and the remaining 
mines were earmarked for commercialisation and then 
privatisation. (Paszcza, 2010)
In the first governmental program adopted early in 1993, 
several specific goals were mentioned: a) adjusting pro-
duction capacity to domestic demand, b) achieving fi-
nancial liquidity, c) disposal of non-production capital 
and redundant production capital and d) organisational 
restructuring. The worsening situation in the coal sec-
tor led the government to set up another program only 
a few months after the adoption of the first (Paszcza, 
2010). During the implementation, which began in 1993, 
the restructuring process also incorporated employment 
and offered two instruments: an early retirement - pref-
erential leave for miners and a voluntary redundancy 
for employees working underground who were to be 
laid off due to the liquidation of mines or parts thereof. 
(Karbownik and Bijanska, 2000)
In 1994, the second phase of the restructuring process 
was initiated with a new program aimed at making the 

sector profitable. In 1994 this goal was achieved in gross 
terms and partially also in net terms thanks to settle-
ments between the mining companies and their business 
partners (banks and suppliers), the state budget, local 
government budgets and state institutions. These rather 
positive results were, however, lost in the following year 
mainly due the growing wages of miners and slower than 
expected reduction in employment Figure 7). 
In 1996-1997, the situation was serious enough to make 
it impossible to implement the third phase of the re-
structuring process. Instead, a new program was imple-
mented but the production of coal still grew, despite 
plans to reduce output to adjust it to the demand. It 
significantly increased the reserves of unsold coal. Dur-
ing that period, no mines were closed. As a result, only 
10% of the planned production capacity reduction was 
achieved. As the European Bank of Reconstruction and 
Development and World Bank did not grant their sup-
port, the coal sector could not avoid further sizeable 
financial losses. (Paszcza, 2010) 
In 1998 a new reform program for the coal sector was 
adopted. Compared to the previous programs, it was 
broader and also stricter. In addition to the main goals 
mentioned in earlier programs, it also comprised other 
priorities such as environment protection, cooperation 
with mining communes and regions and the adaptation 

Source: Own representation based on Kaczorowski and Gajewski, 2008.
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to EU standards in view of the prospect of Polish acces-
sion to the EU. Despite the fall in world coal prices, the 
program was relatively successful mainly due to radical 
cuts in employment. The Miners’ Social Package was 
the main tool for realising this program. The financial 

component of the restructuring plan was unsuccess-
ful. Mining companies did not reach an agreement with 
their creditors. Consequently, the debt increased further. 
(Paszcza, 2010) 

Instruments for easing the restructuring processes

The whole first decade of the transition in Poland after 
1989 can be seen as a large-scale experiment. The polit-
ical elite lacked experience with a free market economy 
or even comparable best practices, as it was the first 
country within the ex-communist block to make the 
transition from a centrally-planned economy. In that 
process, managed by subsequent governments, various 
instruments were tested. 
One of the objectives of the main international programs 
was to improve the competitiveness of small and me-
dium-sized companies. Although the overall influence 
of these programs was rather positive, there were many 
problems and dysfunctionalities. The most important 

were the dispersion of financial support (especially of 
the EU funds) and problems with proper targeting of 
beneficiaries, due to the limited competences of the 
managing administration. It often led to the preserva-
tion of the status quo rather than  intended structural 
change. (Kamińska, 2006) 
The first two social protection instruments, introduced 
in 1993, were the early retirement, called “leave for min-
ers”) and the voluntary redundancy, so called “welfare 
allowance”. The early retirement was offered to em-
ployees working underground who were to be laid off 
due to the liquidation of mines or parts thereof. Early 
retirement applied to all miners who would be eligible 

Table 4. Transition strategies — Typology (Poland)

Support Compensation  
or grandfathering (back-
ward-looking)

Structural  
adjustment assistance  
(forward-looking, narrow)

Adaptive support  
(forward-looking, broad)

Consumers/ households

No support -
Allowance for school accessories for miners’ children. 
One-time travel subsidy for miners and their families 
(Szpak, 2012).

-

Workers

No support -

Leave for miners for early retirement.
Welfare allowances for miners who take voluntary 
redundancy.
Golden handshakes.
(Bijan’ ska and Karbownik 2000).
Right to one free retraining course.

-

Communities

No support

Exemption for mining com-
munes (gminas) from ecolog-
ical payments and penalties 
for pollution and damages 
from mines.

“Mining communes” could, in return for presenting 
a program of local economic activation: a) retain an 
additional share of personal income tax, b) obtain 
preferential credits for investment in labour market re-
structuring, c) obtain exemption from selected obliga-
tory payments to the state budget (Faliszek, 2011)

Provision of equipment at public administration 
units responsible for retraining in new educa-
tional aids and tools.
Creation of special economic activity zones 
(creation or modernisation of necessary infra-
structure)

Corporations

No support -

Debt relief or the postponement of debt repayments 
for companies in the mining sector.
Refunding of pension premiums for companies em-
ploying former miners. 
Preferential credits and loans for companies employ-
ing former miners.
(Bijan’ ska and Karbownik, 2000)

Since 1998, mining companies have been able 
to establish stock-offering companies or limit-
ed liability companies with other companies or 
mining communes, to encourage local labour 
activation. They could also renounce rights to 
any part of property in favour of mining com-
munities (Faliszek, 2011).

Source: Table content by the author(s). Table concept by Fergus Green.
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for pension within 3 years based on age or job senior-
ity. It was paid for a maximum of 3 years, amounting 
to 50% of the salary. It could be paid in one upfront 
payment or monthly. Eligible miners would also receive 
the standard privilege for active miners, i.e. the right 
to annual benefits (two extra monthly payments and 
coal allowance). The voluntary redundancy on the other 
hand, was aimed at miners with more than three years 
left until retirement and could be paid over a maximum 
of two years, in monthly payments. Both instruments 
were reduced to the level of 50% if the beneficiary was 
able to find a job during that period. In 1994, both early 
retirement and voluntary redundancy were increased by 
five percentage points. (Karbownik and Bijańska, 2000)
In 1998, within the framework of the Miners’ Social Pack-
age the existing instruments were further enhanced and 
one new instrument was created. Firstly, the early re-
tirement was increased, from 55% to 75% of the wage. 
Secondly, the voluntary redundancy was raised from 55% 
to 65% and the possible payment period was extended 
from a maximum of 2 years to 5 years. Additionally, 
the so-called golden handshakes - a single lump-sum 
payment with the only requirement of 5 years’ seniority 
were offered in two variants. A higher amount (equiv-
alent of up to 24 monthly payments) was proposed for 
unconditional leave or a smaller amount (14.4 month-
ly payments) was proposed with a right to a free re- 
training. (Karbownik and Bijańska, 2000)

The Miners’ Social Package resulted in a substantial drop 
in employment. The research conducted in 2005 (Turek 
and Karbownik) indicates that around 67,000 miners left 
the sector thanks to the Miners’ Social Package. Of them, 
almost 37,000 profited from early retirement and almost 
30,000 (7,000 more than expected) used the uncondi-
tional golden handshakes. Less than 500 benefited from 
the voluntary redundancy (compared to the 11,000 ex-
pected). These results showed that miners generally pre-
ferred a higher cash payment, which was usually spent on 
current consumption and the repayment of debts. 
By the end of the 1990s. the employment became the 
main focus of the sector’s restructuring. The total cost of 
sectoral reforms over 5 years (1998-2002) was estimated 
at 7,2 bil. (Karbownik and Bijańska ,2000) of which em-
ployment restructuring cost was 5.4 bil. PLN. The majority 
of this amount was covered by the state budget – 3.7 
bil., while 1 bil. PLN came from mining companies, 500 
mil. from the Labour Fund , 125 mil. from the Guaranteed 
Employment Benefit Fund  and 13 mil. from pre-accession 
funds (PHARE). (Turek and Karbownik, 2005) The remain-
ing costs of the sector restructuring, almost 1,5 bil. was 
mostly related to the liquidation of mines. 

4Conclusions and lessons learnt

The restructuring of the Polish coal sector in the 1990s was 
strongly related to the general economic transition from 
central planning (command and control) to a free-market 
economy. This rather successful process also had its costs, 
which were particularly evident in the coal sector. Several 
circumstances influenced the course of this process:

 y Eight government coalitions were formed during the 
first decade of the transition in Poland. During that 
period, four different government programs for the 
coal sector were implemented. The turbulent nature 
of this period was an important obstacle that reduced 
the coherence and sustainability of policies. 

 y The narrow, sectoral approach to the restructuring pro-
cess primarily involved social partners – trade unions, 

companies and the government. Weak local govern-
ments and their limited capacity in managing public 
policies were strengthened only in 1999, in result of  
the territorial reform implementation(Faliszek, 2011). 
Lack of the local government able to look more broadly 
on the restructuring challenge was certainly an obsta-
cle to implementation of long-term policies.

 y The territorial concentration of the hard coal mining 
sector in the Lower Silesia and Małopolskie regions 
inhibited the restructuring effort and extended it 
over a long period of time. Unlike in United Kingdom 
where the mining sector was more dispersed, the Polish 
case was more similar to the situation of the German 
Ruhrgebiet area (Walewski 1999).

5 Re-established in 1989 to alleviate the consequences of 
unemployment and conduct active employment policies.

6 The fund was established in 1994 to protect workers from the loss 
of remuneration caused by the insolvency of their employer.
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The restructuring achieved some of its goals, i.e. a re-
duction of employment and production and therefore a 
greater adjustment of demand to supply. Closing inef-
ficient mines and modernising the profitable ones could 
be seen, in most of the cases, as another success. The 
process also, unfortunately, had its failures and costs – 
unemployment or lack of professional activity among 
ex-miners, the constant lack of profitability of the sector 
despite different forms of public financial support, the 
unfinished process of uncoupling the private and public 
sphere and ecological problems such as the contamina-
tion of surface water, air pollution and soil degradation.
There are three main lessons that can be learnt from the 
restructuring of the Polish hard coal sector, which could 
be interesting from the perspective of today’s transition 
economies. 

1. Improvement of the coal sector efficiency is the 
second best option for the emission reduction. 
Some of transition economies, which as Poland are 
based on coal, are not able to replace it in a short 
period of time with another less emitting fuel. In that 
case, they should focus on improvement of sector’s 
efficiency. In the first years of restructuring, reducing 
unnecessary costs of production, adapting supply to 
demand and increasing energy efficiency may be the 
cheapest option to reduce the emissions. Economic 
growth of this country may after some time allow to 
adopt or develop alternative technologies based on 
less emitting fuels.

2. Involvement of a broad spectrum of stakehold-
ers is necessary. The transition process in countries 
where the coal mining sector has to be restricted to 
regain economic viability, requires broad support of 
stakeholders. Centralised regimes like Poland in the 
early 1990s., would tend to restrict the decision-mak-
ing to social partners, that is government, private 
sector and trade unions, while ignoring local govern-
ments and communities. Yet successful restructuring 
can be guaranteed only by a complex revitalisation 
which includes such issues as transport, environment, 
health or social protection. This revitalisation, in ideal 
conditions, is a bottom-up process, shaped by local 
communities and their leaders with in-depth knowl-
edge of local specificities. Such approach is a key to 
creating tailor-made policies. Empowerment of local 
communities with regards to their competences for 

self-organisation, management and financial support 
should be considered at the very beginning of the 
process. 

3. Golden handshakes are the least sustainable in-
struments. There is a trade-off between speed and 
sustainability of employment reduction. Stopping 
new employments is politically the least controversial 
instrument of employment reduction. Yet, in case of 
Poland, it was not sufficient to achieve the quanti-
tative goals in planed timeframe and thus required 
additional instruments. For that reason, redundancy 
schemes with different forms of instruments were 
implemented. Studies show, that in the presence of 
two options – higher but unconditional golden hand-
shake or lower golden handshake but matched with 
the right to retraining, the former instrument will be 
more attractive to miners. At the same time, after the 
money is spent, miners who took the unconditional 
golden handshake are less satisfied from quitting the 
mining sector and more often remain unemployed or 
professionally inactive. Such experiences are affecting 
the readiness of the remaining miners to leave their 
work. Although the unconditional golden handshakes 
helped greatly to reduce the number of miners in 
a relatively short period, they also undermined the 
sustainability of the process in longer term.
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