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World Natural Gas Demand
• World gas demand dropped sharply in 2009 as a result of economic crisis, 

with strong variations between regions.

• OECD Europe gas demand slumped by 5.6% in 2009 as Europe has been hit 
by the financial crisis.

• Accordingly, Turkey’s demand have declined almost 11% in 2009 compared 
to 2008.

TURKISH 

COMPETITION 

AUTHORITY

Source: Eurogas

TURKEY



4

Turkish Natural Gas Demand
• Natural gas is the fastest growing primary energy source in Turkey.

• From 1987 to 2009 gas consumption rose from 0.5 bcm/year to 35 

bcm/year.
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Natural Gas Consumption of Turkey

Between 1987-2009
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What is Liberalization?
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• A new governance arrangement which shall bring about
long term benefits for consumers.

• The means enhancing overall welfare in the long-run by
trying to influence the economic performance which is
deduced from the structure-conduct-performance
paradigm of industrial economics.

• Liberalization is an economic policy preference.

• Should not be used instead of privatization.

• Privatization is a tool which helps to accelerate the
liberalization process such as unbundling in energy
market liberalization.

• In this respect, energy market liberalization aim to bring
leverage to bear indirectly on economic performance by
influencing the market structure (and the conduct
accordingly).
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Function of Liberalization
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• Structure: Refers the concentration of market shares in 
the market. 

• Conduct: Refers the behavior of the firms - competitive 
or collusive 

• Performance: Refers the social efficiency which is mainly 
defined by extent of market power.

Example: Lower concentration (Structure) More 
competitive behavior of the firms (Conduct)           Greater 
social efficiency (Performance).
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Rationale of Natural Gas Markets 

Liberalization
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• Vertically-integrated gas companies (national champions) dominated 
the gas markets around the world.

• These vertically integrated gas companies owned both the 
competitive (production, storage, and trade) and the non-competitive 
sub-markets (transmission and distribution networks) of the gas 
industry.

• Liberalization process of gas markets have started in late 1980s.

• The main goals of the liberalization are:

– Unbundling to separate non-competitive sub-markets of the gas 
industry from the vertical structure of the dominant incumbents

– Non-discriminatory access to the gas transmission and distribution 
network

– Foster new entry to the competitive sub-markets of the gas 
industry

– Prevention of cross-subsidies between competitive and non-
competitive sub-markets.
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Liberalization Efforts in the 

Turkish Natural Gas Market
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• Competition Law (CL) no. 4054 (1997)

• Natural Gas Market Law (NGML) no. 4646 (2002)

• Establishment of Competition Authority (TCA) Energy 
Market Regulatory Authority (EMRA). 

• Aim: Liberalization of the Turkish natural gas market

• Current Situation: The liberalization process of Turkish 
natural gas market has experienced setbacks in terms of 
anticipated demand growth and the anticipated market 
opening and competition.
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The Current Structure Of Turkish Natural 

Gas Industry According to NGML
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IMPORT+ DOMESTIC PRODUCTION

TRANSMISSION

DISTRIBUTION

STORAGE

PRIVATE IMPORTERSBOTAS

BOTAS PRIVATE WHOLESALERS

ELIGIBLE CUSTOMERS CAPTIVE CUSTOMERS
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THE CL POINT OF VIEW

TURKISH 

COMPETITION 

AUTHORITY

EXPLORATION

DOMESTIC PRODUCTION (3%) PIPELINE GAS IMPORT (%94.6)

TRANSMISSSION

WHOLESALERS
BOTAŞ (90%) BOSPHORUS GAZ AVRASYA GAZ ENERCO SHELL

BOTAŞ (100%)PROSPECTIVE PRIVATE COMPANY (0%)

ELIGIBLE END USERS
ELECTRICITY 

GENERATION INC., 

BOT AND BO

PLANTS
LARGE INDUSTRIAL CUSTOMERSLOCAL DISTRIBUTION COMPANIES

RETAIL CUSTOMERS
•Households

•Commercial Customers

PRIVATE

CCGT Plants

SUPPLY

STORAGE
•Underground Storage

Facilities + LNG Terminal 

of BOTAS

•EGE Gaz LNG Terminal

LNG IMPORT (%2.4)

CAPTIVE

OTHERS

CAPTIVE
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Competitive Problems in Supply
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Supply Overhang

Import Ban

Insufficient 

Gas-to-Gas 

Competition

Stranded Costs (SC) Issue
• SC can not be economically recovered 

within a competitive natural gas market 

Structure.

• Creates uncertainty for new investors 

and risk of stifling competition. 

• Recovery should be in a way that is “fair” and 

does not impede efficient entry or the 

emergence of the competition.

•New entry is expected in the 

short and medium term.

• However, new entry may 

exacerbate the problem of 

stranded costs
Lift

Lack of progress in the 

market liberalization

Keep
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Competitive Problems in 

Wholesale
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• BOTAS still holds an approximate market share of 90%. 

• Gas release program in the NGML has already failed.

• Lack of a clear time table of market opening like in 
the EU.

• Necessary revision (volume or/and timeline) of the gas 
release program in the upcoming amendment of the 
NGML.

• Keeping BOTAS’s market share of supply around 50% is 
conceivable. 

• Without the proper upstream competition, handing over 
the gas contracts will only help creating a private 
oligopoly rather than a public monopoly, which brings 
about an artificial and very limited competition far behind 
what is expected from a competitive gas market. 
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Competitive Problems in 

Transmission
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• Only separation of accounts has been completed after the 
approval of NGML. 

• Establishment of an independent transmission system 
operator (TSO) is crucial.

• Transparent and fair third party access

• Tariff provisions (Tariff income of the new TSO- New 
transmission investments?)

• Risk: Abuse of dominant position due to denial  of access 
and underinvestment.

• Solution: Ownership unbundling (Gas TSO or Gas and 
Electric TSO)
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Competitive Problems in Storage
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• Supply and varying demand coordination (especially in 
peak times).

• Scarcity of storage capacity decreases the flexibility of the 
system.

• BOTAS is the dominant supplier of storage services.

• Ambiguity in the price of storage service and related IRR 
levels is the biggest obstacle in front of the foreign 
investors.

• Risk: Abuse of dominant  position by denying access to 
limited storage facilities. 

• Solution: Unbundling and fostering new investments in 
the storage level by making this business profitable.
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Competitive Problems in 

Distribution (1)
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• Distribution tenders are being done by EMRA.

• The terms of the tender, set by EMRA, are in the bid specification 

document. 

• These bid specification documents have not been subjected to TCA’s 

examination. 

• As a result, more than 60 distribution monopoly, which were awarded 

local distribution licenses,  were created without the control of TCA.

• From the competition policy point of view:

– The duration of the license is too long

– The eligible customer threshold is too high

– 5 years of fix term of being an eligible customer threshold is too long 

• Lack of a clear time table of market opening like in the EU

• As a result of that, Ever growing complaints are coming to TCA normally 
belong to the jurisdiction of EMRA. 
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Competitive Problems in 

Distribution (2)
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• No distinction between the distribution services and retail 
gas sales of the local monoply in the NGML.

• Pass through situation (Gas Price + Unit Service and 
Amortization Charge)

• Lack of motivation for distribution companies even though 
there is a certain regulation for finding at least two 
economic sources of gas supply.

• In case of market opening in the near future, EMRA 
regulations in the distribution are not able force 
distribution companies share the surplus (if any) with 
consumers or at least decrease the price with –X factor 
every year.
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Conclusion
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• So far, liberalization of gas market has not been heartily 
endorsed.

• Carry the liberalization process forward or terminate it?

• Once this political decision will be taken based on our 
national interests, then one might argue about every 
possible policy alternatives: from the full ownership 
unbundling of BOTAS to merge the BOTAS with Turkish 
Petroleum Company in order to create an internationally 
scaled national champion.

• Market opening time table is a must element.

• EMRA and TCA must work very closely if we follow the 
liberalization path.

• Uncertainty about the liberalization process of Turkish gas 
market will only creates further problems which bring 
about many structural problems that severely affect the all 
players in the industry. 
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Last Word…
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“…Never discourage anyone…who continually makes 
progress, no matter how slow…”

PLATO


