Market Arrangements & Investments
The Electricity Market Law of 2001, which was inspired from previous EU Electricity Directive, initiated a reform process in electricity market with a view to establish a liberal and competitive market environment, under the supervision of a regulatory authority, the Energy Market Regulatory Authority. The Law stipulates a bilateral contracts model completed with a balancing market, a regulated third party access regime, and eligible consumers scheme. The Law addresses the Balancing and Settlement Regulation (BSR) for defining details and implementing rules of bilateral contracts. The BSR was prepared in 2004, but was not implemented because of the considerations about possible price increases. Hence, the BSR duped until a partial black-out occurred in July 2006. One of the reasons for black-out was the reluctance of private generators for selling and buying electricity from balancing market through regulated prices those were not cost-reflective as the Law envisages, and the level of end-user prices which did not rest room to private generators for profiting. As a remedy to problems encountered, the BSR was started to be implemented as of August 1st 2006. The BSR constitutes the basis of price formation in the balancing market through bids and offers submitted by generators. The results of passed 16 months indicate that the BSR remedies to engagement of generators. Meanwhile, the interest of private investors to the power market is growing, especially after the start of BSR implementation. For example, the licenses granted in 2007 amounted to 8,000 MW, which is higher than the total of granted amount in 2003 to 2006. My presentation will try to elaborate on the relationship between investment behaviors and market rules. 
