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Overview

Turkey made a radical decision in 2001 to liberalize its electricity sector, establishing a competitive market under the regulation and monitoring of an independent regulatory agency (EMRA). Currently, the electricity market operates within the legal framework established by the Electricity Market Law No. 6446 (Law No. 6446). The main market law was Electricity Market Law No. 4628 (Law No. 4628) from March 2001 to March 2013. The Turkish Grand National Parliament introduced a new market law in March 2013 and the Law No. 4628 became an organizational law of EMRA. The main purpose of the Law No. 6446 is to unbundle and liberalize electricity market activities, privatize state owned enterprises, and establish a competitive market. Unlike other countries, the liberalization, privatization, and regulation processes have been carried out together in Turkey and still continue to be carried out in the market. Regarding unbundling of network utilities, initially dense regulations, rather than gradual implementation, were put into effect. This paper aims at sharing Turkey's experience in transforming its electricity market from 2001 to 2013, by comparing the period prior to 2001 with the period from 2001 to 2013, and brings to light the possible effects of regulation in Turkey.
This paper is organized as follows. Following the introduction section, the second section explains the methodology of the paper. The third section outlines a brief history and basic features of the Turkish electricity market, including the legal framework, market design, and market opening. The fourth section introduces the changes and developments in the selected parameters. The fifth section makes a detailed analysis of the developments from a regulation point of view and summarizes the lessons learned. The sixth and final section evaluates what has been covered and concludes the paper.
Methods

The installed capacity, production and consumption data, the private sector presence in the electricity distribution activity, the eligibility threshold and market openness, and the competitive structure of the market were studied from a regulation point of view.
Results

The key results and lessons learned are summarized below.

- There is a high increase in demand for electricity in Turkey. The average increase is 6% to 8%, in some years even double digit increase up to 12%.

- Considering the security of supply issue in the country, the question is "How to solve it under electricity market conditions?" Which has the first priority? Security of supply comes first? or establishing a wholly competitive market? This could a difficult question for the country to answer in the future depending on the economic and financial volatility.

- Turkey's electricity generation rose to 242.4 billion kWh in 2013 from 122.7 billion kWh in 2001, representing an increase of approximately 100%. The share of natural gas in the electricity generation mix is almost 50%, which makes Turkey highly dependent on import since it does not have significant gas reserve. Despite the high installed power capacity, there are risks of power outages during the winter months due to dependence on natural gas.

- Insufficient metering and communication infrastructure delays the liberalization in the market.

- Full market opening is planned as the beginning of 2015. There is a significant difference between theoretical and realized market openings due to insufficient infrastructure and lower supply available for bilateral contracts.

- The Law No. 6446 foresees the liberalization and privatization at the same time.

- The state still has a dominant position in the electricity trade with around 50%. The transmission utility is wholly owned by the state as well. Currently, all electricity distribution regions are run by private entities.

- Uniform national tariff for retail tariffs is applied as transitional implementation until December 31, 2015. The Council of Ministers is authorized by the Law No. 6446 to extend the duration to the end of 2020. The Law No. allows cross subsidy among regional electricity distribution regions with lower and higher losses.

- Liberalization & restructuring in the electricity markets resulted in several organizations with different responsibilities. Coordination and cooperation among stakeholders is a must for the success of the market liberalization.
- Countries like Turkey are, in general, developing countries, meaning that significant capital is required for investments in both generation and network. Success in the liberalization of electricity market depends on how successfully investments are financed. This requires investments which provide acceptable returns to investors and are attractive enough to be financed by financial institutions. The critical factor is “bankable regulatory framework” for the energy regulators. Then the question is how regulators will develop it?

Conclusions
The liberalization process in Turkish electricity market, which started in 2001, is still continuing. With the privatization of state owned generation assets, the final stage will be reached in the process of establishing a competitive electricity market envisioned in the Electricity Market Law No. 6446.

Reform process in the electricity market is always a challenging issue. It requires political commitment and necessitates a comprehensive restructuring process. Among other things, the key lesson learned is that reform process in the electricity market needs continuous effort. It has to be better implemented gradually. It can be succeeded via public support. Every country has its own dynamics and needs. Thus, the reform process for each country should be tailor-made and suits the specific needs of countries. There is no unique solution which fits all and can be implemented without geographic limitation.
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