SUBSIDIES AND RENEWABLE INCENTIVES IN TURKISH ENERGY MARKET AND THEIR EFFECTS
Barış Sanlı, Head of LPG Department, Energy Market Regulatory Authority, Turkey

Turkish energy market is one of the few emerging energy markets that has fewer subsidies on energy prices. Renewable incentives, especially FIT (Feed-in-tariffs) were also a less favourable market instrument until 2010. In this article, a review of subsidies and incentives with case studies will be revealed.
In the first part, the tax rates on petroleum products and their overall effect on the demand will be explained. The historical context that has been resulted with the second highest gasoline price in the world will be examined. As a pecularity of the Turkish market, the rise and plateu of LPG consumption and its dynamics will be reviewed. Since LPG and gasoline are complementary to each other, their different tax rates and growth rate differences will be compared.
The main conclusion for the petroleum products market will point to the consumer behaviour which tries to limit the energy costs in his/her budget. To prove that point the growth rates of both gasoline and LPG will be compared for the year 2014.
From the renewable FITs perspective, the historical context that ended up with much lower FITs than the European markets will be briefed. The Turkish policy makers have limited the FIT at a much lower rate such that they were below average market price. Therefore, until 2010 most of the wind projects didn’t applied for FIT. The most important determinant for the popularity of FIT has been the exchange rate.
The general review after examining these two case studies will focus on the needs of an emerging market and its consumer demand. Despite having the second most expensive gasoline in the world, the demand growth is around 4%. The vehicle ownership numbers are strong despite having more taxes than most European countries.
Regarding FIT, as of 2014 Turkish energy market has seen 3000 MW of wind power installed capacity. The market players themselves ask for policy proposals that do not guarantee FIT but increase the market size. 
These show that the removal of subsidies in a growing emerging economy will not stop the strong demand growth but will change the vehicle stock. As energy need of such an economy is ever growing, FIT will not be the determinant of renewable investments but the demand growth and its prospects.
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