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PPIAF Assistance in Turkey 
 
The first six decades of Turkey’s existence as a republic were defined by a quasi-statist economy with 
authoritarian central planning, including government restrictions on private sector participation, foreign 
trade, currency flows, and foreign direct investment. This era ended in 1983 when a series of reforms 
were initiated to open up the economy to a market-based model with greater private participation. 
 
The reforms, abetted by foreign aid, resulted in some economic growth, but problems remained; large 
public sector deficits, low private participation, weak infrastructure, corruption, etc. that culminated in a 
recession in 2001. 
 
The recession triggered another round of economic reforms that were met with greater success. Turkey 
began seeking greater integration with the European Union (EU); joined the EU Customs Union in 1995, 
and began negotiations for full EU membership in 2005. 
 
PPIAF has been active in Turkey since 2000; three projects were funded to assist with Turkey’s decade-
long effort to reform its electricity sector; one project to strengthen and consolidate the public-private 
partnership (PPP) framework; and one project restructuring Istanbul’s Subsidiary Enterprises. 
 

Technical Assistance for Turkey’s Electricity Sector 
 
Although total state control over the economy officially ended in 1983, many sectors remained firmly in 
state control. In the 1990s, Turkey’s electricity industry was state-owned and controlled by the Turkish 
Electricity Authority. Supply bottlenecks emerged from budget restrictions, slow decision making, and 
project implementation. Government liabilities grew to unsustainable levels while electricity prices were 
comparable to the highest in the EU, reducing industry competitiveness, restricting job creation, and 
hampering growth. 
 
In 1994 the Turkish Electricity Authority was split into two companies: the Turkish Electricity Generation 
and Transmission Company and the Turkish Electricity Distribution Company. The government tried to 
attract private investment into the energy sector; a build-own-transfer model was introduced to attract 
investors, and a Transfer of Operating Rights model was introduced to shift existing state assets to 
private management. However, these initiatives did not result in the expected positive outcomes. By 2000 
electricity demand growth was already outpacing supply, and the gap was projected to widen over the 
next decade. The absence of an independent regulator and the lack of competition in the market resulted 
in higher power prices. The Transfer of Operating Rights models were unattractive to foreign investors, 
and only one contract was signed with a domestic investor. 
 
A new market-based model that would facilitate the sale of privately-produced power to privately-owned 
distribution companies was proposed. The Government’s role would be scaled back to: i) owning the 
transmission system, hydropower, and strategic (i.e., nuclear) power plants; ii) establishing an 
independent regulator; and iii) establishing an energy policy. This model would rely on private capital, 
cost-based pricing, and competition to keep electricity prices at reasonable levels. 
 
The new electricity regulatory system and electricity sector privatization were part of an overall structural 
reform program aimed at supporting macroeconomic stability and creating conditions for sustainable and 
more equitable growth in Turkey. 
 
PPIAF funded three activities to support the country’s electricity sector reform. PPIAF’s support played a 
vital role in increasing private participation in Turkey’s electricity sector, reducing power shortages, and 
creating jobs and economic growth. 
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Power Sector Reform 
 
PPIAF assistance was requested in 2000 to support the provision of legal and regulatory advice to the 
Government in order to establish an independent electric energy regulatory agency—officially named the 
Energy Market Regulatory Authority—to coincide with the passage of Turkey’s new Electricity Market Law. 
 
The PPIAF-funded consultants provided assistance with establishing the Energy Market Regulatory 
Agency in Turkey, which included work on: i) the organizational structure, ii) work processes and 
development of related procedures, standards, and documentation, and iii) the development and 
implementation of information infrastructure and training programs. 
 
In addition, the consultants drafted secondary legislation, required by the Electric Energy Market Bill, for: i) 
tariff setting rules and procedures, ii) licensing rules and procedures, iii) a Balancing and Settlement Code, 
iv) procedures and operations of the electricity market along with drafts of the related trading contracts, 
and v) appeals procedures and forms. 
 
The PPIAF-funded advisory services were linked to a World Bank Economic Reform Loan, which 
stipulated that the government would enact reform in the energy market. Turkey’s new electricity market 
structure was to be consistent with EU directives on the electricity market development and integration. 
 
Turkey’s Electricity Market Law No. 4628 was ratified on February 20, 2001 and enacted on March 3, 
2001, and called for the establishment of the Electricity Market Regulatory Authority. As a result, Turkey’s 
first independent electricity regulatory agency, the Energy Market Regulatory Authority, became 
operational in 2001. 
 
A subsequent Natural Gas Market Law No. 4646, adopted on April 18, 2001, empowered the Energy 
Market Regulatory Authority with regulatory oversight over the gas market as well. Later, the Energy 
Market Regulatory Authority expanded its regulatory oversight role to also include the petroleum and 
liquefied natural gas sectors through the Petroleum Market Law No: 5015 in 2003 and the Liquefied 
Petroleum Gases Market Law No: 5307 in 2005. 
 
The privatization process also gathered momentum. By 2010, the Energy Market Regulatory Authority 
had approved 1,495 total licenses in the electricity sector, including 984 production licenses with total 
capacity of 67,869 MW. Breakdown is as follows: 

 

Type of License 
License Date (Number) 

2003 2004 2005 2006 2007 2008 2009 2010 Total 

Transmission License 1 - - - - - - - 1 

Distribution License - - - 19 - 1 1 1 22 

Retail Sale License - - - 19 - 1 1 1 22 

Wholesale License 6 10 4 4 3 6 8 48 89 

OIZ Distribution 

License 
- - - - 57 49 13 8 127 

Generation License 137 52 55 86 185 222 168 119 1,024 

Autoproducer License 105 14 18 18 10 22 8 16 211 

Total 249 76 77 146 255 301 199 192 1,495 
 
Source: Energy Market Regulatory Authority, Electricity Market Report, 2010 
http://www.epdk.gov.tr/documents/elektrik/rapor_yayin/ElectricityMarketReport2010.pdf 

 

http://www.emra.org.tr/
http://www.epdk.gov.tr/documents/elektrik/rapor_yayin/ElectricityMarketReport2010.pdf
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(Note: In the power sector, there are significant delays between the time when projects are approved and 
the point when they are actually operational. By the end of 2010, the total installed capacity in Turkey was 
49,562 MW, of which 12,724 MW was generated by private generation companies. Issuance of licenses 
does not in itself guarantee construction and installation of new capacity, yet the signs are positive.) 

 
Results of PPIAF’s Activity for Power Sector Reform in Turkey 

 

Category Outputs 

Enabling environment reform 

Policies prepared or legal or 
regulatory changes 
recommended 

 Energy Market Regulatory Authority Establishment and 
Secondary Regulation Project, May 29, 2002 

 

Category Outcomes 

Enabling environment reform 

Policies adopted, legislation 
passed/amended, or regulations 
issued/revised 

 Turkey’s Electricity Market Law No. 4628 was ratified on 
February 20, 2001 and enacted on March 3, 2001, and called for 
the establishment of the Electricity Market Regulatory Authority 

Institutions created or 
strengthened 

 Turkey’s first independent electricity regulatory agency, the 
Electricity Market Regulatory Authority, was established in 2001 

 

Category Impacts 

Improved level of services 

 Between 2003 and 2010, the Energy Market Regulatory Authority 
approved 1,495 total licenses in the electricity sector, including 
984 production and autoproduction licenses with total capacity of 
67,869 MW 

 
 
Development of a Transition Plan for Electricity Sector Reform 
 
PPIAF assistance was requested in 2003 to assist with the preparation of an Electricity Sector Reform 
and Privatization Strategy for the electricity sector. 
 
This plan aimed to build consensus among multiple stakeholders within the Turkish government, 
specifically: the Treasury, Ministry of Energy and Natural Resources, Energy Market Regulatory Authority, 
and Privatization Administration. It was to build upon previous efforts (including the previous PPIAF-
funded activity in 2000) towards reforming the electricity sector. 
 
The resulting Electricity Sector Reform and Privatization Strategy included a detailed blue-print of 
implementation steps, and clarified the Government’s policy decisions on how to proceed with 
implementation in areas where resolution is essential such as: formation of generation and distribution 
firms/regions, transfer of hydro-power plants to the state-owned electricity generation company—Elektrik 
Üretim A.Ş, transition to cost-reflective tariffs, etc. The Government was assisted by a panel of 
independent international experts who represented a wider range of international experience in market 
design and implementation, and were separate from the consulting firms involved in the electricity market 
reform effort in Turkey. 
 

http://www.emra.org.tr/
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The Electricity Sector Reform and Privatization Strategy was submitted to the Government of Turkey, and 
adopted by the High Planning Council on March 5, 2004. The strategy was highly publicized and 
appeared in the official gazette of the government. The strategy was said to be a critical input to achieving 
successful privatization in the electricity sector in Turkey. 
 

Results of PPIAF’s Activity to Develop a Transition Plan for Electricity Sector Reform 
 

Category Outputs 

Enabling environment reform 

Plans/strategies prepared 
 Electricity Sector Reform and Privatization Strategy, February 

2004 

 

Category Outcomes 

Enabling environment reform 

Plans/strategies adopted or 
implemented 

 Electricity Sector Reform and Privatization Strategy adopted by 
the High Planning Council, March 5, 2004 

 
 
Advice on Implementing the Electricity Market Reform Strategy 
 
PPIAF assistance was requested in 2004 to support an independent panel of experts to advise/support 
the Government of Turkey in monitoring and supervising the detailed implementation of the competitive 
power market and privatization of distribution and generation. As such, this activity built upon previous 
efforts, PPIAF-funded and otherwise, to reform Turkey’s electricity market. 
 
The reform efforts in Turkey’s electricity sector had been successful thus far: i) the state-owned electricity 
company was successfully restructured into a separate generation company, transmission company, and 
distribution company, ii) an independent regulatory agency, Energy Market Regulatory Authority, was 
created, was fully functional, and had completed the issuance of an initial batch of regulations and initial 
licenses, iii) the design and implementation of a new transmission tariff regime was completed in 2002, 
based on the transitional market design, and iv) the implementation of a transitional market based on 
voluntary bilateral contracts and a mandated balancing market was in place. 
 
This PPIAF-funded activity focused on the following subsequent steps: i) market design: the 
Turkish Electricity Transmission Company was in the process of preparing the specifications for market 
management system software, which would be used to operate the market; ii) preparation for privatization: 
prior to privatization, transition contracts were to be established between the distribution companies, 
generating companies, and the Turkish Electricity Trading and Contracting Company; iii) competition in 
generation: the existing generation company, Elektrik Üretim A.Ş, was to be restructured into several 
independent companies, each holding a portfolio of generating stations, with the objective of subsequent 
privatization; and iv) privatization of distribution: the distribution company, Turkish Electricity Distribution 
Company, was to be unbundled into 21 separate distribution companies, with the objective of subsequent 
privatization. 
 
In July 2006, the PPIAF-funded panel of experts provided advice to the Government through working 
papers, a review of government draft policy and reform initiatives, participation in discussions, and 
consultation workshops. 
 
Specifically, the panel supported the Government through periodic reviews of reform implementation. In 
particular, the panel provided advice on: i) implementation of transitional balancing and settlement system, 
and preparation for final market design; ii) restructuring generation business into separate portfolio 
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generation companies and subsequent privatization; iii) preparation for privatization of distribution through, 
inter alia, assistance on preparation of privatization strategy, transition tariff policy; iv) establishment of 
transitional contracts between distribution companies and generating companies and Turkish Electricity 
Trading and Contracting Company; and v) drawing from the above aspects, advice on medium-term 
electricity supply security issues. 
 
Largely based on the advice and support of the panel, the following achievements were realized: 
 

 The privatization process began with the distribution facilities: the state-owned Turkish Electricity 
Distribution Company was split into 20 regional distribution companies, as the first step towards 
privatization. The privatization processes for three distribution companies, namely Başkent 
Electricity Distribution Company

1
, Sakarya Electricity Distribution Company, and Istanbul Anadolu 

Yakasi Electricity Distribution Company, were launched in 2006. Enerjisa won the privatization 
tender for Başkent Electricity Distribution Company by offering the highest bid of $1.225 million 
on July 1, 2008. Akkök-Akenerji-CEZ Consortium won the privatization tender for Sakarya 
Electricity Distribution Company by offering a bid of $600 million on July 1, 2008. The others are 
ongoing. 
 

 The generation business was restructured into seven portfolios, to be spun off into companies 
and then privatized over the next few years. 
 

 Five-year distribution tariff profiles, licenses, and performance standards were established, along 
with supporting regulations on tariff equalization, monitoring of quality of service, and approval 
and monitoring of investments. 
 

 Five-year transition (vesting) contracts for all existing generating capacity (public and private) 
were signed (in the case of private generators, through Turkish Electricity Trading and 
Contracting Company, the trading company, and in the case of public generation, directly with the 
distribution companies). 
 

 The transitional balancing market began operations in virtual mode in 2005, and from August 1, 
2006 has moved to cash settlements. Turkish Electricity Distribution Company, the transmission 
company, is the system and market operator. 

 
Results of PPIAF’s Activity for Advice on Implementing the Electricity Market Reform Strategy 

 

Category Outputs 

Enabling environment reform 

Plans/strategies prepared 

 Panel Recommendations on Turkey Electricity Transition and 
Privatization Strategy: the panel of experts provided advice to the 
Government through working papers, a review of draft policy and 
reform initiatives prepared by the Government, participation in 
discussions with the Government, and consultation workshops, 
July 2006 

 
 
 
 
 
 

                                                      
 
 
1
 http://www.enerjisa.com.tr/en-US/Corporate/OurCompanies/Pages/EnerjisaBaskentElectricityDistributionCompany.aspx 

http://www.enerjisa.com.tr/en-US/Corporate/OurCompanies/Pages/EnerjisaBaskentElectricityDistributionCompany.aspx
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Category Outcomes 

Enabling environment reform 

Plans/strategies adopted or 
implemented 

 Five-year distribution tariff profiles, licenses, and performance 
standards were established, along with supporting regulations on 
tariff equalization, monitoring of quality of service, and approval 
and monitoring of investments, 2006 

 Five-year transition (vesting) contracts for all existing generating 
capacity (public and private) were signed (in the case of private 
generators, through Turkish Electricity Trading and Contracting 
Company, the trading company, and in the case of public 
generation, directly with the distribution companies), 2006 

 The transitional balancing market began operations in virtual 
mode in 2005, and from August 1, 2006 has moved to cash 
settlements 

 The state-owned distribution company Turkish Electricity 
Distribution Company was unbundled into 20 regional 
companies, and three were offered for sale, 2006 

 The state-owned generation company Elektrik Üretim A.Ş was 
restructured into seven portfolios, to be spun off into companies 
and then privatized over the next few years, 2006 

Transactions facilitated or 
supported 

 Enerjisa won the privatization tender for Başkent Electricity 
Distribution Company by offering the highest bid of $1.225 
million, July 1, 2008 

 Akkök-Akenerji-CEZ Consortium won the privatization tender for 
Sakarya Electricity Distribution Company by offering a bid of 
$600 million, July 1, 2008 

 
 
Looking Forward: PPIAF and Turkey’s Electricity Sector 
 
The decade long efforts at reforming Turkey’s power sector are beginning to show results. As of 2010, the 
Energy Market Regulatory Authority granted a total of 821 generation licenses to construct 37,000 MW of 
installed capacity. 
 
Between 2003 and 2009 12,800 MW of new installed capacity was added to the system, of which 55% 
belonged to the private sector. Between 2010 and 2013 an additional capacity of 11,000 MW is expected 
to be added to the system. (Source: http://www.inogate.org/) 
 
PPIAF has played a vital role in the process of reforming’s Turkey’s electricity market; funding every 
major strategy paper and policy recommendation in the process. Positive outcomes continue to come to 
fruition, as described in the following table. 
 

http://www.inogate.org/
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(Source: PriceWaterhouseCoopers, 2008) 

 
 

Technical Assistance for Turkey’s PPP Enabling Environment 
 
Strengthening and Harmonization of Policy, Institutional, and Legal Framework for Second 
Generation PPP Projects 
 
Turkey has a long history of attempting to develop PPPs for infrastructure; until the 1980s the concession 
method was still in use for the long-term delegation of public infrastructure, while after the 1980s, new 
methods of delegation—such as build-operate-transfer, build-operate, and Transfer of Operational 
Rights—emerged as alternatives for involving the private sector in infrastructure. These efforts did not 
result in outcomes that the Government of Turkey expected. For example, although the passage of a 
1994 law ushered in 30 new power plants with a total capacity of 8,500 MW, tariff prices remained high 
for consumers. There were also constitutional and legal challenges to widespread build-operate-transfer 
implementation. 
 
As a candidate country for EU membership, Turkey has committed to economic reforms and 
infrastructure development. The Government of Turkey wanted to develop a new PPP mechanism for 
procuring and financing infrastructure projects; efforts began in 2006 to draft a new law. 
 
PPIAF assistance was requested in 2006 to fund a study to assist the Government of Turkey with i) the 
consolidating, strengthening, and harmonizing of a PPP policy, regulatory, and legal framework, including 
draft amendments to existing legislation and minimum standards and regulations governing PPP 
contracts; and ii) the set-up of a PPP unit for all infrastructure sectors. 
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PPIAF funded the hiring of consultants to analyze Turkey’s past experience with PPPs, draft amendments 
to existing legislation, define the legal capacity of “spheres” of government to enter into contractual 
arrangements with the private sector, and design an institutional set up to support and streamline PPP 
implementation. 
 

A stakeholder workshop was held on May 10, 2007 to: i) disseminate international practices on 

successful strategic implementation frameworks for PPP and consequent critical success factors; and ii) 
acquire a shared understanding of the critical success factors and key requirements for developing a 
strategic implementation framework in Turkey, with a specific focus on the role of a PPP unit. The 
workshop was attended by 24 participants from Treasury, Finance, Transport, Health, Privatization 
Administration of Turkey, EU representatives, Iller Bank, and World Bank. The workshop was considered 
very useful, the informative quality was appreciated and the interaction between different governmental 
bodies was considered highly beneficial. 
 
A second stakeholder workshop was held on September 18, 2007 to present the consultant’s draft 
findings for the strengthening and harmonization of the legal, policy, and institutional framework for the 
next generation of PPPs in Turkey. In particular, the PPIAF-funded consultants presented institutional 
options for facilitating PPP projects, as well as the roles and responsibilities of the PPP unit, based on the 
experience of similar units in other countries. 
 
The outcome of this activity is imminent. Turkey’s State Planning Organization has submitted the draft 
PPP law to the Turkish Parliament. As of late 2011, the most recently published version of the draft PPP 
law introduces the following key provisions:

2
 

 

 PPP is defined by law for the first time. It is defined as a general model covering all sub-models, 
such as build-operate-transfer, build-operate, Transfer of Operational Rights, and unnamed 
hybrid models. This flexible approach permitting hybrid models increases adaptability for project-
specific needs. 

 All laws currently in force regulating different PPP sub-models are to be revoked. 

 Provisions of the Privatization Law regulating the Transfer of Operational Rights method are to be 
deleted, thereby removing the current link between privatization and PPP schemes. 

 The Draft PPP Law introduces standard provisions and procedures applicable to all sub-models, 
e.g., the rules for starting a project, tendering, risk sharing, project assessments, and dispute 
resolution. 

 The General Directorate of Public-Private Cooperation, a new PPP unit, is to be established 
within the central government. In addition to supervising public entities, the authority will assume 
an implementing role in the PPP project cycle. The new unit will also approve feasibility reports 
and project contracts. 

 The PPP model has been expanded to cover all sectors, in addition to the classic investment 
sectors listed in the General Build-Own-Transfer Law such as transportation and energy. The 
new PPP model is also designed to cover any kind of government facility, including prisons, state 
hospitals, and state schools. 

 In parallel to EU legislation, competitive dialogue and negotiation methods are provided for 
tenders of complex PPP projects or in the event that the completion of other tender methods fails. 

 Sharing project risks between public and private parties and allocating risks to the best equipped 
party are established as key goals. 

 

                                                      
 
 
2
 http://www.wolftheiss.com/tl_files/wolftheiss/Dokumente/projects_brochures/The_Wolf_Theiss_Guide_to_PPPs_Concessions_and_Public_Procurement.pdf 

http://www.wolftheiss.com/tl_files/wolftheiss/Dokumente/projects_brochures/The_Wolf_Theiss_Guide_to_PPPs_Concessions_and_Public_Procurement.pdf
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Results of PPIAF’s Activity to Strengthen and Harmonize the Policy, Institutional, and Legal 
Framework for Second Generation PPP Projects 

 

Category Outputs 

Enabling environment reform 

Policies prepared or legal or 
regulatory changes 
recommended 

 The Next Generation of PPP in Turkey—Review, strengthening, 
and harmonization of policy, institutional, and legal framework for 
the next generation of PPP projects in Turkey, April 12, 2009 

Capacity and awareness building 

Workshops/seminars 

 Stakeholder workshop to: i) disseminate international practices 

on successful strategic implementation frameworks for PPP and 
consequent critical success factors; and ii) acquire a shared 
understanding of the critical success factors and key 
requirements for developing a strategic implementation 
framework in Turkey, with a specific focus on the role of a PPP 
unit, May 10, 2007 

 Stakeholder workshop to present the consultant’s draft findings 
for the strengthening and harmonization of the legal, policy, and 
institutional framework for the next generation of PPP in Turkey, 
September 18, 2007 

 

Category Outcomes 

Enabling environment reform 

Policies adopted, legislation 
passed/amended, or regulations 
issued/revised 

 Draft PPP Law under discussion in the Turkish Parliament, 2012 

 
 
Restructuring of Istanbul Subsidiary Enterprises 
 
PPIAF assistance was requested in 2008 to fund the exploration of an expanded role of the private sector 
in the provision of infrastructure services in Istanbul. 
 
The Istanbul Metropolitan Authority, which oversees 32 municipalities containing about 12.5 million 
people, controls 21 subsidiary companies providing infrastructure services to these people. A preliminary 
review had suggested the advantages of privatizing these companies and outsourcing selected activities; 
this would reduce reliance upon the central government for funding and would improve local delivery of 
services. 
 
The PPIAF activity involved a two-phase process: the first phase focused on the existing financial 
conditions of municipal utilities, while the second phase would identify the two most promising candidates 
for private sector involvement. 
 
The findings of the resulting report “Municipal Enterprises Assessment: Metropolitan Municipality of 
Istanbul presented to Istanbul Metropolitan Authority” were released during an inception seminar, 
Reviewing Subsidiary Management Practices, on August 25–28, 2008. Training sessions were also 
conducted, and the response was documented as generally positive. 
 
A second phase of the PPIAF grant was requested by the Istanbul Metropolitan Authority for follow up 
work on two subsidiaries identified by the consultants for privatization: Istanbul Gas Distribution Company 
and Istanbul Fast Ferries. These two major subsidiaries companies accounted for about 50% of the 
subsidiaries’ revenue, 56% of long-term liabilities, 81% of fixed assent, and 70% of equity. 
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Istanbul Fast Ferries, which runs high-speed ferries in Istanbul and to and from nearby cities, provides 40% 
of Istanbul’s maritime transportation. The subsidiary was privatized on June 16, 2011

3
: TASS Denizcilik, 

the consortium involving Akfen Holding, Tepe İnşaat, Souter Investments, and Sera Gayrimenkul Yatırım, 
offered $861 million for the privatization of 100% of Istanbul Fast Ferries shares. According to a 
statement from the Istanbul Metropolitan Municipality, the revenue obtained from the privatization will be 
invested in the transportation systems of the city. 
 
Istanbul Gas Distribution Company is scheduled to be put to tender in 2012.

4
 

 
Results of Restructuring of Istanbul Subsidiary Enterprises 

 

Category Outputs 

Enabling environment reform 

Analyses/assessments prepared 
 Municipal Enterprises Assessment: Metropolitan Municipality of 

Istanbul presented to Istanbul Metropolitan Authority, May 15, 
2008 

Capacity and awareness building 

Workshops/seminars 
 Inception Seminar, Reviewing Subsidiary Management Practices, 

August 25–28, 2008 

 

Category Outcomes 

Project cycle-related assistance 

Transactions facilitated or 
supported 

 Subsidiary Istanbul Fast Ferries was privatized, June 16, 2011 

 

                                                      
 
 
3
 http://www.ibb.gov.tr/en-US/Pages/Haber.aspx?NewsID=553 

4 http://www.invest.gov.tr/en-US/infocenter/news/Pages/300911-istanbul-gas-grid-igdas-privatization-due-in-2012.aspx 

http://www.ibb.gov.tr/en-US/Pages/Haber.aspx?NewsID=553
http://www.invest.gov.tr/en-US/infocenter/news/Pages/300911-istanbul-gas-grid-igdas-privatization-due-in-2012.aspx

