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Over the past 37 years, the Turkish natural gas market has evolved amidst
challenges, leading to complex circumstances. The 2022 Russian invasion of
Ukraine and subsequent energy crisis have had varied impacts, posing risks of
price hikes, accelerating decarbonization trends, and bolstering Türkiye's regional
gas hub ambitions. The discovery of the Sakarya field in 2020 marks a pivotal shift
from Turkey's traditional reliance on imports. With BOTAŞ's long-term contracts
expiring by 2026, there's potential for significant market restructuring, including
unbundling and new pricing policies. These recent dynamics introduce both
challenges and opportunities, highlighting the need for a comprehensive approach
to navigate current difficulties while leveraging emerging prospects.

UNLOCKING THE POTENTIAL OF THE TURKISH
NATURAL GAS MARKET
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INTRODUCTION

The Turkish natural gas market has
experienced a challenging development and
transformation over the past 37 years, resulting
in promising and complex circumstances. The
Russian invasion of Ukraine in 2022 and the
energy crisis had diverse effects on the Turkish
natural gas market, bringing the risks of price
increases, faster decarbonization trends, and
opportunities supporting Türkiye's regional gas
hub plans. Furthermore, the discovery of the
Sakarya field in 2020 marks a significant and
unprecedented shift for the Turkish natural gas
market, which has traditionally relied on
imports. The expiration of BOTAŞ's long-term
contracts by 2026 may create a new
opportunity for a long-awaited market
restructuring, including unbundling, a
foreseeable pricing policy, and other market
reforms. Hence, the recent external and
internal dynamics have brought novel
components that could either worsen the
present challenges or provide a chance to adopt
a new comprehensive approach that tackles the
existing difficulties while recognizing the
emerging risks and opportunities.

Table 1: Turkish Natural Gas Consumption by Sectors
Source: Energy Market Regulatory Authority (EMRA)

Germany, the UK, and Italy.[2] In the last twenty years,
natural gas power plants have played a crucial role in
meeting the growing demand and offering less carbon
emissions than coal power plants. Electricity generation
from natural gas accounted for 20.88% of the national
electricity supply in 2023.[3] 

As of January 2024, all 81 cities and 836 residential
areas are connected to the natural gas system.[4]
According to the Natural Gas Distribution Companies
Association of Türkiye (GAZBİR), 82% of the Turkish
population has access to natural gas, and 71% are active
gas users.[5] Until 2026, the EMRA anticipates the
natural gas grid to be extended to 1,000 residential
areas. With the grid extension investments, the active
gas user population is expected to reach 71.5 million in
2026, which will be 80% of TURKSTAT's base case
scenario of the Turkish population in 2026.

Inevitably, the national energy and emissions targets will
have a direct impact on the future of gas demand.
Turkish National Energy Plan (TNEP) projects a future
natural gas consumption of 52 BCM (42,9 mtoe) in 2025, 

A SHORT OVERVIEW OF THE TURKISH
NATURAL GAS MARKET: PAST, TODAY
AND THE FUTURE

Since 1987, natural gas has contributed to the
development of the Turkish economy and
played an essential role in meeting the growing
energy demand. In 2023, according to the
Energy Market Regulatory Authority (EMRA),
Türkiye consumed 50.2 billion cubic meters
(BCM) of natural gas (See Table 1).[1] Türkiye is
Europe's 4th largest natural gas market after 
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58 BCM (47,7 mtoe) in 2030, and 56 BCM (46,2 mtoe) in
2035 (See Table 2)[6]. The projected levels of TNEP
consumption forecast demonstrate that the recent
years' exponential growth in gas consumption is
anticipated to give way to a steadier rise in the future,
supporting the notion that the Turkish gas market is
nearing maturity. 

The challenges in implementing Natural Gas Market Law
(NGML) No.4646, adopted in 2001, have been a long-
standing topic of discussion, leading to complexities and
uncertainties in the sector's development. NGML, aimed
to liberalize the Turkish gas market, failed to unbundle
BOTAŞ and limit its share in natural gas imports to under
20%. Although a portion of import contracts with
Gazprom of BOTAŞ were transferred into private
companies in 2007, and expired contracts of BOTAŞ were
prolonged by the private companies in 2013, BOTAŞ
maintained an average market share of 92.2% of total
imports in the last five years.[7] The government's price
control policy, achieved via BOTAŞ's gas sales, effectively
sustains BOTAŞ's market dominance. On the other hand,
although NGML envisaged the unbundling of BOTAŞ
until 2009, the unbundling efforts have been
unsuccessful in creating a transparent and equitable
natural gas market environment where separate entities
operate. This situation highlights a lasting contradiction
between the policy and its actual implementation.

Table 2: TNEP's Future Primary Energy Consumption Forecast
Source: Turkish Ministry of Energy and Natural Resources

THE TURKISH GAS MARKET AFTER THE
RUSSIAN INVASION OF UKRAINE IN
2022: THE EMERGING RISKS AND
OPPORTUNITIES 

The higher gas import prices and the
curse of the subsidy policy

1.

In Europe, the TTF of the Netherlands spot
prices averaged an all-time high of USD
38/MBtu in 2022, nearly eight times the five-
year average for 2016-2020.[8] The TTF prices
stabilized in 2023 at USD 12 MBtu levels due to
successful EU policy measures and favorable
meteorological conditions. However, if the
transit agreement between Russian Gazprom
and Ukrainian Naftogaz does not extend
beyond 2024, it could exert further pressure on
gas prices in Europe. After 2026, due to the
commencement of new LNG liquefaction plants
and better supply conditions, OIES predicts
European and Asian LNG prices may drop to
USD 7-8/MBtu by 2029/2030.[9] On the other
hand, before the energy crisis, the demand in
the EU gas market was met by 80-90% long-
term import contracts. IEA estimates that if no
new long-term contracts are signed due to the
uncertainty of natural gas in the future energy
mix of the EU, the share of spot volumes is
predicted to increase to more than 70% by
2030.[10] This risk makes EU gas markets more
vulnerable to price fluctuations on a global
scale, which can also be higher price risk for
Türkiye, which imports a significant share of gas
that is TTF-indexed.

The immediate effect of the Russia-Ukraine war
was the higher gas import bill for Türkiye as TTF
and oil-indexed price hikes significantly
burdened the Turkish economy. Historically,
with some exceptional years, the Turkish 
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government has pursued a subsidy policy via BOTAŞ to
protect households, small-scale industry, and
commercial gas users against gas import price increases.
In general, the main issue with the subsidy policy lies in
its indiscriminate support for all households, regardless
of their income level. This situation leads to an unjust
support mechanism and an inequitable distribution of
public resources among citizens. The pricing mechanism
applied for industrial and power sectors is also
determined by a sui generis pricing policy that makes
private entrepreneurs hesitate to take market risks.
Between 2021 and 2024, the gap between the average
import cost and the subsidized household gas sale prices
created a historic burden on the Turkish Treasury (See
Figure 1). According to data published by the Turkish
Treasury, for 2021,2022, and 2023, BOTAŞ was funded
(under authorization payments) by the government,
exceeding 12 Billion USD in pursuing the subsidy policy.
[11]

would establish a regional gas hub, could play a
facilitative role in contributing to the
REPowerEU's gas supply diversification
objectives and could be a reliable partner of
Russia for natural gas sales to third countries.
In this context, the tight gas market of the EU
with the total phase-out of Russian gas imports
is expected to give Türkiye a new supply outlet
for Central and Southeastern European gas
markets. 

With the commissioning of the TANAP in 2018
and the TAP in 2020, Türkiye played a
significant role in the realization of the
Southern Corridor. As highlighted in
REPowerEU, the EU and Azerbaijan agreed in
July 2022 to export an additional 10 BCM/y to
Europe, which enhances Türkiye’s regional role
as a reliable route for the security of supply.
Moreover, Türkiye became a significant transit
route for Russian gas exports to Europe with
Turkstream, which started to operate in 2020.
If the transit agreement between Ukraine and
Russia is not extended beyond 2024, the only
route for Russian gas deliveries will be the
Turkstream. In this framework, Russia and
Türkiye made statements about establishing a
gas trading center in Türkiye to export extra gas
to European countries via the existing
infrastructure.

On the other hand, Türkiye has invested heavily
in upgrading its gas system to ensure energy
security in the last decade. Türkiye increased its
underground storage capacity from 2,8 BCM to
5,6 BCM in 2023, aiming to reach 10 BCM by
2026.[14] With two LNG terminals and three
FSRU facilities, Türkiye has increased its
nameplate LNG gasification capacity to 30,1
MTPA (41.5 BCM/y).[15] According to EMRA
reports, the average utilization of LNG facilities
over the past five years was 42,2%, indicating
the idle capacity for further LNG imports.[16] 

Figure 1: Weighted Average Cost of Gas vs Household Gas
Prices (2021 - 2024)
Source: BOTAŞ, Argus, and EnerjiIQ

     2. Türkiye to become a Regional Gas Hub

In the Russia-Ukraine war, Türkiye has a balancing policy
that contributes to reducing the conflict's global
outcomes. Türkiye played a crucial role in the Black Sea
Grain Deal, which could have international repercussions.
[12] Türkiye's commercial and political capacity to
introduce the Anatolian Gas Centre (AGC)[13], which 
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Extensive LNG gasification capacity provides the
Turkish gas market flexibility for additional LNG
imports and pipeline exports to Europe via
interconnections of Greece and Bulgaria. By
combining its indigenous production with imports
via pipeline and LNG, Türkiye can provide gas to
these regions, establishing itself as a regional gas
hub. In this context, BOTAŞ signed gas supply
agreements with Bulgaria, Hungary, Romania, and
Moldova in 2023. In addition, Türkiye has also
created a gas exchange market called OTSP, as well
as the Turkish Natural Gas Reference Price (GRF)
mechanism. The GRF serves as a benchmark price
for the Turkish gas market and is calculated at
OTSP. However, despite the government's strong
support, the volume of gas traded at OTSP
accounted for only 1 BCM in 2023.[17]

Although Türkiye made significant progress in
upgrading the natural gas system and issued
comprehensive regulations, according to the
European Federation of Energy Traders (EFET)
assessment of 2023, the market still has
development areas for becoming a liquid regional
natural gas hub. In the EFET's Review of Gas Hub
Assessment, Türkiye received 9 points out of 20,
and the GRF was not considered a reliable
benchmark price for being a regional gas hub.[18]

    3. Renewable Gas for the Turkish Gas
Market

The EU, Türkiye's most significant export route
valued at €95.5 billion[19], introduced the Carbon
Border Adjustment Mechanism (CBAM), also called
the carbon border tax, in 2023. The CBAM, which
will be operational by 2026, is the EU's instrument
for encouraging cleaner industrial production in
non-EU countries and setting a price on the carbon
released while producing carbon-intensive goods
entering the EU. An academic article estimated the
future impact of CBAM on the Turkish economy to   

result in a 2.7% to 3.6% reduction in the country's
GDP by 2030 under business-as-usual
circumstances.[20] The Turkish industry sector will
need cleaner energy to decrease its carbon
footprint, and renewable gas might be a crucial
option for hard-to-abate sectors.

In the TNEP, natural gas used by end-user sectors is
envisaged to be blended with clean fuels such as
hydrogen and synthetic methane to reduce
emissions.[21] In this context, MENR announced
Türkiye's Hydrogen Strategy in January 2023 as a
component of the nation's 2053 Net Zero Targets.
The Turkish energy minister announced that in the
future, the share of hydrogen blended into natural
gas will be 12% and synthetic methane 30%,
starting from 2030 until the end of 2053.[22]
Although global trends for decarbonizing natural
gas systems emphasize the critical importance of
biomethane, it is not explicitly considered in TNEP.
However, according to ENGIE's report on the
biomethane potential of Europe by 2050, Türkiye is
assumed to have a significant amount of
biomethane potential of approximately 13 BCM/y,
ranked third in Europe after Germany and France.
[23]

NEW DYNAMICS IN GAS SUPPLY: THE
YEAR 2026 AND THE SAKARYA GAS
DISCOVERY

Türkiye mainly imports natural gas via pipelines
(72% of total imports five years average)[24], and
the rest is received via LNG gasification terminals.
Russian Federation has been the leading supplier
since the establishment of the natural gas market.
In recent years, Azerbaijan has increased natural gas
supplies to Türkiye, while Iran has had a steady
supplier profile for a long time. Importation via LNG
terminals has increased the gas market's flexibility
to deal with demand fluctuations and pipeline
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delivery interruptions. LNG gasification
facilities may offer idle capacity to maintain
energy security or utilize this idle capacity for
gas exports via interconnections. 

Furthermore, until the end of 2026, BOTAŞ's
long-term and short-term spot contracts with
the Russian Federation and Iran will expire,
constituting 55% of the existing import
contracts. (See Figure 2). According to Enerji IQ,
Turkish active gas import contracts are indexed
to 40% TTF and 60% oil in 2024.[25] The
increasing share of TTF-indexed contracts
raises the vulnerability of the Turkish gas
market prices, which will expose them to a
further European energy crisis where the
geopolitical risks are still high. By 2026, if the
expiring contracts are not prolonged or  
substituted with new ones from alternative
suppliers on favorable terms, the Turkish gas
market may be exposed to higher global price
risks with spot procurements.[26] Therefore,
before 2026, Turkish policymakers should have
a clear strategy for signing new contracts to
mitigate the risks of uncertainty and energy
security. 

Before the discovery of the Sakarya field,
Türkiye was 99% dependent on natural gas
imports. Hopefully, the Sakarya field, with a 710
BCM reserve, will decrease the import
dependency rate and contribute to the Turkish
economy.[27] However, even if Sakarya
production reaches a plateau level by the
2030s, the import dependency could still be at
least 75%, leaving the gas market significantly
dependent on natural gas imports and exposed
to global price risks.

A NEW VISION FOR THE TURKISH
NATURAL GAS MARKET

The Turkish economy has benefited from the
natural gas market development over the past       

four decades. However, the recent energy crisis has
shown that the Turkish economy has incurred
significant costs due to the subsidy program,
uncertainty, and an inadequate legal framework. In April
2023, NGML was amended to restructure BOTAŞ and
the gas market. In the preamble of the amendment bill,
the policymakers stressed the need for BOTAŞ to be
restructured by the applicable legal framework to serve
the nation's best interests while maintaining energy
security and enhancing competition in the gas market.
[28] With the amendment, BOTAŞ's 20% market share
restriction and new contract signing ban are lifted. The
law also introduced transit and export-related
transmission mechanisms to support the creation of a
gas hub that enables future gas exports to neighboring
regions and maintains gas supply security. 

Nevertheless, due to its complex nature, the Turkish gas
market has a track record of unimplemented regulations
and policies. Therefore, it is crucial for the government to
develop a more comprehensive and effective strategy
that takes into account all aspects of market dynamics,
including the complexities arising from new
developments, past experiences, private sector players’ 

Figure 2: Existing Contracts, LNG Capacities, and Future Demand
in the Turkish Natural Gas Market Until 2030
Source: TNEP, MENR, EMRA, Enerji IQ, GIIGNL and the author's
calculations
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expectations while pursuing national interests, and
the realities of the global natural gas market. With a
solid commitment to implementation, the
government could introduce this new approach
through a Natural Gas Strategy Paper to all
stakeholders.

This strategy paper should focus on the following
key areas:

  Predictability of the Prices and Modern
Support Mechanism

A clear gas sales pricing policy for all segments is
essential. The pricing policy for industry and power
plants should be market-based and predictable. The
ongoing subsidy policy should be abolished, and a
new modern support mechanism should cover only
vulnerable customers rather than all households
and small-medium enterprises. The new support
mechanism should be designed based on the
principles of optimum utilization of national
reserves and fair distribution of wealth among
citizens. 

        Clear distribution of roles and
responsibilities 

In order to ensure the security of natural gas supply
and establish predictable market conditions, it is
imperative to allocate the tasks and responsibilities
between public and private sector entities. BOTAŞ
may prolong the contracts for better terms with its
negotiation power as a state entity. However,
BOTAŞ's gas sales and purchase policy should not
impede private entrepreneurs from signing import
contracts and supplying gas to clients, which will
create liquidity and competition in the gas market.
The year 2026 is crucial for the future of the gas
market, and the new agreements should be signed
based on the priorities set by the strategy paper. If

Türkiye succeeds in establishing a reliable gas hub
with a reputable gas benchmark price, the expired
gas contracts could be renewed under more
competitive terms. 

       Unbundling of BOTAŞ

BOTAŞ should be unbundled into separate modern
enterprises, considering the national interests
based on their respective functions. The European
precedents (French ENGIE and GRTgaz or Italian ENI
and SNAM) of unbundling and restructuring may
guide Turkish policymakers in finding an optimum
solution. The unbundling should not mean a total
privatization of the state assets that may endanger
national energy security. The unbundling of BOTAŞ
should introduce function-oriented and efficient
state-owned enterprises and a fair and transparent
market system for all stakeholders.

       Becoming a European Standard Gas Hub

The existing complexities may hinder Türkiye's
ability to take full advantage of the opportunities
presented by its geopolitical, economic, and
technical capacities. Given the need for the Turkish
gas hub to engage with the European gas market,
its establishment must adhere to the principles set
forth by European precedents. In this context,
EFET's European gas hub assessment criteria may
guide policymakers in taking the necessary actions
and modifications to Turkish gas market regulations
and practices.

       Decarbonization and Renewable Gas
Policy

In order to achieve net zero targets for Türkiye by
2053, the efficient use of natural gas should be a
primary objective for the consumption segments,
which will also reduce import bills and contribute to
the optimum use of national resources. As the
Turkish natural gas system is younger than the 
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European ones, utilizing the natural gas grid until its
technical lifetime is essential for national interests.
Therefore, to decarbonize the gas market, renewable
gas should be supported with solid mechanisms
prioritizing the hard-to-abate sectors of the industry
that face CBAM mechanism risks of the EU. The
biomethane potential of Türkiye should also be
considered as a development area for the future
decarbonization of the gas system.
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