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Abstract
EU energy policy progress clashes between the state and the free
market, national interest and Pan- European consolidation. We try to show
how such national and supranational interest in energy policy has helped or
prevent the moves toward common energy policy. In this framework, we
want to settle EU energy policy making tools which are competition,
security of supply, compliance of market and social side are neither a linear
and cumulative process. Energy policy is determined by an early tendency
for convergence among national policy making processes as a result of
state-society interaction. We try to show policy progress in the gas sector
with pillars of energy and the effect of this process to Turkish energy policy
as an applicant state. We want to describe the role, structure and
procedures of market regulators, industry, consumers in energy sector, and
their relationship to government and to competition authorities to
determine the design issues that need to be addressed in establishing new
market bodies especially in gas market that its importance seems to
increase. We can say briefly that the European Union's policy-making
process in the area of energy within a critical structure that attempts at
excels the difficulties for market liberalisation faced in either state-centric
or market-centric approaches to European integration.
INTRODUCTION

It is impossible to live without energy which is necessary to economic
development. Without it, most of the existing output and property would not
• This article is the revised version of the Ph.D thesis titled "EU's Energy Policy
and Turkey" submitted to the European Community Institute of University of
Marmara in 2004
• Assist. Prof. Dr, inonii University, Faculty of Economic and Administrative
Sciences.
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be possible. It is measured as a strategic good, and the control over energy
supplies has always been an issue of worry for governments. In an
integration plan, the equal access to energy is of great economic importance;
as energy is a major input in many other productions, non-integrated energy
markets would lead to distortion. It also has much political weight as the
interdependency on strategic commodities may be the best confidence for
peace. 1 EU is not adequate in energy production and therefore is highly
dependent upon the caprice of foreign suppliers. Today the Community
2
depends on imports for almost 50 per cent of its fuel consumption.
It is necessary EU a low pricing policy, for example by providing
financial assistance domestic supply and imports, would reduce producer
costs and disfigure trade prices and competition. Moreover, domestic energy
shortages and dependence on imported energy expose a country to risk, and
may also cause price fluctuations with repercussions on production and
supply, economic crises and even recession. Therefore, in most countries,
the energy sector has attracted state policy intervention because of concern
about security of supply ·in a changing world market. 3

History of Energy Policy

The EU has from its start continued the integration of energy markets. It
is a complicated one, because it needs to take account of the different ways
in which all member states occur in the energy markets and in the
organization of the energy sector.
Since the early 1950s, the idea of a Common Energy Policy (CEP) for
the EC has been on and off the political agenda many times. In the years
since the EC was signed by a replacing solidity of preference and a domain
of recommended mechanisms, depending on conditions in the energy
markets and the impact of the Commission. Usually, these attempts have
reach to in no way, with member states in differing ways denying or
rejecting them.
European integration had its birth in the treaty to the P·~aceful use of coal
and steel as important supply for economic step same what for the produce
device of war. The 1952 Treaty determine the European Coal and Steel
Community (ECSC), (which finished on the 23 July 2002), plan to found a
common market of the coal and steel resources needed for economic
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realization and put the base place of a entirely and deeper community in
peoples desired for separated by armed fight. The three treaties on which the
EC is based, in the energy policy.4 EU was separated into between the
European Coal and Steel Community (ECSC). 5Each contains usual train for
specific segment of the energy sector. The European Coal and Steel
Community (ECSC), was birth in 1952. Coal was the most important energy
source for Europe. The (ECSC) treaty refers various targets (Article 2 and
3) of a market regulation and structural policy for the coal mining sector.
The 1957 Treaty establishing the European Atomic Energy Community
(EURATOM) is intent to out put the position vital for the progression of a
powerful nuclear industry which will provide
comprehensive energy
resources. Existence free in coal and adopting nuclear power to be the
energy resource of the future, the Community was not set for the economic
effect of the oil crisis of October 1973. Afterwards begin to describe
propose and examine to lessen its certainty on imported crude oil and
petroleum products. With these attempts a common energy policy began to
design in European Union agenda.
Energy resources were seen as national resources and Member States
were not obtained prepare to change duty to the Community. No separate
6
chapter on energy has been pointed Treaty correction at Maastricht (1992),
Amsterdam (1997) in the latest revision of the Treaty on European Union it
was not possible to include a separate chapter on energy. Energy policy was,
rather, included in the list of objectives7 ; energy was also referred to in the
Environment title8 . The Treaty on European Union also referred to trans9
European networks, to which energy infrastructure also belongs.
The aims of the Common Energy Policy have been particularly fmn over
times until their vital trait are included. These are: (l) security of supply
(external dependency); (2) primacy of market forces (competitiveness); (3)
sustainable development (environmental protection); and (4) stimulation of
research and innovation these aims have been produced otherwise
approaching of the external conditions. There are significant terms in the
development of energy policy which are include three terms 1958-72, 197385 and 1985 to the present. 10
The primary curiosity was with the influence of energy prices on
industrial competitiveness and, to a smaller degree security of energy
supply. Anyway, governments mainly rejected the committee's tries to
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achieve energy policy; as a substitute they rejected respecting the energy
sector. This slowness on energy policy caused turn back the mainly
undisturbed energy markets. Anyway, there was concern over supply in the
11
1950s and 1960s; governments were keen to save their autonomy. In the
1960s, it was identified that the condition in the energy field without
balance. 12
We can say from historical point of view that, the primary level for a
common policy were included 1964. ECSC Community objectives were fair
competition between the different sources of energy security of supply, lowpriced supply and freedom of choice for consumers. For a sufficient system
of state aid for coal production and consumption by the steel industry trust
in national aids, regard on common policy was arrived, chiefly due to rich
inexpensive origins of supply from outside and the different needs of tile
13
member states, some of which depended heavily on imports.

Energy Crises

Energy crises usuaJJy have worried with rising movements in prices
accordingly a special resources being dramatically reduced in quantity
under its prior schedule of prices or being less than correspondingly rose in
quantity under increased prices. Whether caused by changes in supply or in
demand, energy crises can have common disturbing outcomes. Before
energy resources are on essential section of social and economic
organization. Generally, policy was worried with changing the structure of
energy balances rather than the structure of energy markets.
It is important for Community to set on security of supply for the
development of the Community's energy balances and the substitution in
worldwide energy markets. Since the 1950s the member states had became
less dependent upon internally produced coal and more on imported
resources, mainly oil. This exchange in demand sent back the development
in energy demand extensive but clear decline in energy resources in the
middle of the member states. By 1970 over 60 per cent of the EC's needs
were imported, rest it very open to the supply division and price growth of
1973-4. 14

The 1973- 1985 periods are signed by the two energy crises, in 1973 and
1979, that at showed that the EU was put before by three serious problems
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•
Lack of stability: The EU was depending on for a big
production of its energy on foreign oil. Decreasing supplies was used
like a tool by some producers for strategic as well as economic reasons
•
Change in prices: Crude oil and the trade rate to the dollar had
brought about big discontent to the European economy in general and
the energy sector
•
In balance on the stability of salary. Between 1973 and 1981,
the oil bill of the EU had multiplied by eight (in dollars), despite a
concerned go down of net imports by some 40 per cent.
The very different national reactions to the 1973 crisis made the EU
painfully observant of the need for extra action. This was supported by the
second oil crisis of 1979. 15

Figure 1: Crude Oil Prices 1947-2003

Source: James L. Williams, " Oil prices", WTRG Economics, 2004
http://www.wtrg.com/ prices. (Download 08. 3. 2004)
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The significant increase in oil prices which bring about social unrest in
most Member States, from figure it is too obvious, the Commission analyses
the mechanisms which resulted in this increase. Especially, it measured the
three components of the prices paid by European consumers: the price of
crude oil, refining and distribution margins, and the taxation of petroleum
products.
We see that to complete these actions the Commission
recommends six lines of action:
1. More open relations with the producer countries, in particular
the OPEC countries;
2.

liberalisation of market mechanisms;

3.

Convergenge on energy policies;

4. the reinforcement of the joint approach to taxation and the
management of strategic oil stocks;
5.

a more secure and economical energy policy;

6.

An alternative common transport policy.

Between the first oil shocks, the EC took risk for a crisis management
role but it became unsuccessful for supply agreements between Communist
party and others. Member states continue to applied their own policies or
worked through the International Energy Agency (lEA) formed in 1974, the
lEA uncertain the EC both in width of membership (covering all the OECD
countries except France) and in terms of its ability on oil dividing in a new
crisis. 16 The current Community oil crisis measures that were developed
when oil dominated the energy market are still crucial and the Commission
reaffirms the importance of these crisis measures. 17 The consequences of an
18
oil crisis would be rapidly communicated to all other energy sectors.
Directive would have obliged Member States to set up special agencies
to maintain oil stocks representing 60 days domestic consumption Directive
included diminishing of oil imports, the maturation of inner energy power
especially nuclear power gained importance in the energy balance and the
reasonable utilization of energy .. 19 The new strategy also sufcplied the basis
for a handful of directives planned to limit the usage of gas. 0New tools are
mobilized resources for R&D and promotional plans on energy, involving
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formal and nuclear technologies but also renewable and energy efficiency
technologies.
We see a policy change because; the situation of energy markets and
concern over energy prices and security in the early 1980s was such that the
policy was supported into the decade. The 1995 objectives contained several
horizontal objectives, directed toward at more general energy policy
interest, as an example of its connection with other EC policies.

The New Energy Agenda
In the period 1985-95, important developments formed for a new
arrangement for each of the three main purposes for EU energy policies:
Security of supply, environment, and compliance of integral market. 21
We can say that as a reason for a central cause in this changed regime
was the shift in energy markets. Prices stabilized and unstabilised before
1980s and went on to weaken up to the 1986 oil price collapse. Many
countries had sought to increase quality and energy efficiency and changing
source of energy. The economic recession of the 1980s also depressed
demand. The joint effect of these factors was a heavy capacity in supply and
2
minimal demand growth which forced down prices.Z
Market situations altered energy policies, unusually those encouraging
conservation or diversification from high price fuels by the mid- 1980s,
therefore, the Commission had succeeded in setting up a place in energy
policy making, but it was far from being central to member states' energy
policy agenda support. While these steps guarantied that the Commission
had insured in the White Paper. 23 We can say that it is not wholly as a
reflection of past energy policy failures; the Commission did not include
energy in the initial agenda for the SEM.

Internal Energy Market
The internal market contain a territory besides internal boundary in
which the free movement of goods, persons, services and capital is
protected 24 . To meet this main plan of the Treaty of Rome, the European
Community is dependable for introducing, amongst the rest, the agreement
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required to finished the internal energy market which will make it may be
to gradually open up the market in order to make the energy sector more
competitive. The internal market is also established on the necessity for
unity between the Member States of the European Union, more specifically
25
in the essential sectors of energy supply which are gas, oil and electricity.
Competition powers have taken in the market the respect that they should
send out some of their domestic businesses energy finns , Which have been
buy more of trade. 26
Unfortinetly the 1985 White Paper "Completing the Internal Market" did
not record any specific effect for energy, but the Single European Act
(1987) concluded, an Internal Energy Market based on competition and
27
transparency.
The passible advantage of a IEM would cut costs to consumers
especially to energy-intensive industries, in that connection making
European industry as a whole more competitive. It would increase security
of supply by improving integration of the energy industries; it would change
the structure of the energy industries and permit for immense
complementarily among the different supply and demand profiles of
member states. The profit would occur from a variety of cost-reducing
competition and the achievement of scale economies in a number of
industries IEM and the obstacles which faced it. According to the
Commission, the obstacles to the IEM were to be found in the structures and
practices of the energy industries. These ranged from different taxation and
financial regimes to restrictive measures which protected energy ·industries
in particular countries and situations which prevented full coordination of
supplies at the most efficient level.
The second stage began in ElM 1992, Europe in a short time to reach to
the creation of a single, liberalized EU energy market to propose the
program of the internal energy market, provide for the situation for real and
request in a even mode to whole, managing single market, for the benefit of
consumers. But complete agreement on third party access was infilexible to
acqure. 28
It is necessary to point out here that, there are huge irregularity in the
owning single one plan of market opening between Member States, which
impact to meaningful abnormality of competition in the internal market.
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And it refuse single consumers and small and medium-sized enterprise of
the competitive cost tolerable to big firms.
The aims are competitive prices, excellent role and consumer protection,
specifically concerning the most unprotected in short, a better agreement for
the citizen. to secure that this result will complement each other with market
opening, waching by Member States of the supply-demand place and its
anticipated advance over time, respecting the building of adequate role. 29
To say openly interventionist energy policy have designed by EU.
Europeans would be arranged better by no energy policy at all. Another
important development was, The green paper. 30 Which have pointed a future
of changed direction investment and extreme price. This costly future·would
be bestowed account of missing security of energy supply than would
succes if markets were free. Costs of Europe's heavily taxed energy already
are high. But the EU green papers makes the expensive programs in a
foolish manner. 31

Common Energy Policy

The common policies made official by the Treaty on European Union
(1992) which verified that the Community would receive responsibility
"measures in the sphere of energy.'' 32 Common energy policy has describe
the attempt of European integration. Premier level for linking internal
market and environmental protection has been founded upon supranational
power, which the Commission and its members have verified to strecht into
the energy sector. The property for the energy policy were also inserted in
two new ways.Before all else, stated by other parts of the Commission than
DG XVII, the DG XI (Environment). Secondly, through general political
summit meeting decisions. in the case of C02-tax and the Energy Charter
.mtroductory. ·33·
One may mark the opinion in the energy sector as political spill-over, but
not in the neo-functional sense. Spill-over is based on an idea of interest
group politics, where rational actors continue their interest and there is few
concern with contextual cause. Importance of the productivity caused to
move European energy market standard forward. 34 Neo functionalist shows
the importances of that national government are as soon as put inside in a
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slow of political web of European political economic organization that
influence and settle future political choice.
The new progression of EU energy policy, on the other side, presents, to
establish wide and more powerful supranational power. It is the active
interaction between some policy contexts and the momentum of the more
35
general development that display the EU energy policy.
The turmoil between national interests and the EU is the chief reason
why energy did not formally become a field of common policy during the
treaty revisions in Maastricht and Amsterdam. This also exhibit the absence
of a piece vizualize for a beneficially energy policy at the EU level. It has
been demand that the completion of the internal market critically harm the
work of the DG XVII (Energy), and that energy policy in the next will be
managed by environmental interests. The position of environmental policy
has been supported in the Maastricht and Amsterdam treaties. These treaties
also supported the base for portion EU foreign policy. Indirectly this may
enlarged the role of the Community to manage supply subject. Because the
EU is very dependent upon import of oil and gas, and that this is probably to
raise even more in the next decade.
One of the The first factor stems from the interaction between policymaking, the function of the EU court and market plans. The other reason is
the subsidiarity, which remove restrictions for more busy national procedure
within the building of inclusive EU opinion. The other source of alter is that
some personel corporations may continue on plans that can alter living
market structures. Together such powers of change can open up for and
support new policy initiatives, as has in the past occurred in connection to
the eleCtricity and gas market directives. This also means that problems will
not clearly operate the political agenda in the same way. 36
Europe will needs for expanding sum of energy to meet demand and
supply fuel for its economy. Yet this growth will present several of dares to
the energy sector, including interruption interest about energy security
development of fitting regulation in liberalized markets lessening of C02
emissions from energy use. 37 The way electricity is produced, the timetable
for opening the market, the system chosen to provide access to the
transmission and distribution systems, as well as unbundling of accounts
and of management. It also identifies the regulatory authorities, defines
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public service obli§ations and reports on notifications concerning
transitional regimes. 3
For Common energy policy Commission made progress and to outlined
the action necessary to speed up the completion of the internal energy
market. 39 The objective of the Electricity and Gas Directives on establishing
the internal energy market is the formation of one really integrated single
market for energy which would furnish the European Union with a
competitive market and a secure energy supply. 40
EU members are presently unable to agree on the ' sum of valid finance
for energy policy. Member states should try to inter their disagreement and
agree a figure for the EU's energy policies in future. 41 EU to become the
world's one of most competitive economy by the end of the decade will not
be met without a well functioning single market.42
Given the prime importance, the Commission considers that, in addition
to the Gas and Electricity Directives, three major actions are necessary in
maximising possibilities for trade context:
• appropriate rules with respect to the pricing of cross-border
trade;
• rules for allocation and management of scarce interconnection
capacity; and
• Where economically justified, the raise of existing physical
interconnection capacity.

Trans-Europan Networks in Energy (TENs- Energy)
The idea of Trans-European Networks (TEN) emerged by the end of the
1980s in conjunction with the proposed Single Market. The work on
completing the internal energy market was accompanied by the creation of
trans-European Networks. It made little sense to talk of a big market, with
freedom of movement within it for goods, persons and services, unless the
various area and national networks making up that market were properly
linked by modern and efficient infrastructure. The construction of TransEuropean Networks is also an important element for economic growth and
the creation of employment within and around the region.
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The Treaty establishing the European Union provides a sound legal basis
for the TENs. Under the terms of Chapter XV of the Treaty (Articles 154,
155 and 156), the European Union must aim to promote the development of
Trans -European Networks as a key element for the creation of the Common
energy policy and the reinforcement of Economic and Social Cohesion. This
development includes the interconnection and interoperability of national
networks as well as access to such networks.
According with these objectives, the Community is developing
guidelines covering the objectives, priorities, identification of projects of
43
common interest and broad lines of measures for energy.
It is also important to declare that, the introduction of TENs-Energy
would also have an impact on relations with thirt countries, the countries of
central and eastern Europe and Norway. The Charter is an attemp to secure
energy supplies for the growing needs of the industry of the Community
while at the same time providing oil and gas producing states with finance
for the modernization of their market.44
The implementation of this framework programme is based on six
specific five-year strands ranging over the following actions:
Regular monitoring of market developments and energy trends in order
that policy decisions can be taken on the basis of a shared analysis, whereby
all the decision-makers have access to identical reference bases in terms of
economic studies and analyses, energy forecasts and energy system
dynamics ( ETAP ); strengthening of international cooperation in the energy
sector (SYNERGlE); promotion of renewable energy sources (ALTENER);
encouragement of the rational and effficient use of energy resources
(SA VE);promotion the use of clean and efficient solid fuel technologies
CARNOT programme;promotion of the use of environment-friendly
technologies in the solid fuels sector; improvement of safety in the use of
nuclear energy through increased industrial cooperation with Russia and the
New Independent States as well as better monitoring of the carriage of
radioactive materials. Cogeneration to facilitate the installation and
operation of electrical cogeneration plants; Promotion of nuclear safety in
the TACIS countries. improvement of the safe transport of radioactive
materials in the European Union and the safety of nuclear installations in
countries participating in the T ACIS programme by means of increased
cooperation in the field of safeguards and industrial cooperation SURE
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programme; providing economic aid to candidate Central and Eastern
45
European countries The PHARE programme

PILLARS OF ENERGY POLICY
Security of Supply
The importance of security of energy supply has growed and declined in
the Community context over the last 40 years. In the beginning, the ECSC
and Euratom Treaties established new legal structure in which security of
supply was a part of a more general industrial policy aimed at a common
market, growth and employment. The need for a Community reply to the
first oil crisis in 1973 resulted in the development of an energy policy of
sorts. But, with weak energy markets in the late 1980s, and into the 1990s,
and the immovable rise of environmental and Single Market interest,
security of supply as a policy issue skipped right to the bottom of the
agenda.
Security of supply is global issue because an interruption of supply could
easily trigger an armed conflict and endanger political and social solidity
elsewhere in the world. Although there seems to be plenty of oil and gas
some underlying tendencies arouse concern that our countries may drift into
danger over time. In particular, dependence on the Persian or Arabian Golf
oil exporters is rising and projects that the proportion of world oil
production provided by Gulf exporters will, by 20 I 0, edge back to the level s
of the early 1970s. On various occasions the European Commission has
drawn attention to the fact that Europe's energy dependence in 2020 will
presumably be again where it was before the first oil price shock, i.e. at
roughly 70%. For natural gas, coal and oil it could well raise to 70%, 80%
and 90% respectively. But this will have to compete for oil and gas with a
world that consumes more energy than ever. It is e.g. assumed that China
will triple its fundamental energy consumption in the next 50 years. Other
Asian countries will follow. And most of this energy stems from the same
46
sources as Europe's oil and gas.
Most of the policies, established at the Community level directly relating
to security of supply are now old policies, stemming from the 1973-86
period and are, almost by default, still used as a definition of energy
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policies. In fact, it is no longer possible to define energy policy as simply a
question of security of supply.
Security of supply needs to be defined, not just in a general sense, but in
a specific sense for every type of fuel. In the oil sector, for example, there
must be concern about prices, about supply difficulties in a crisis situation,
and about long term dependency on imports. In the electricity sector, the
preference reliability of the grid, allocation of planning responsibility,
public service obligations, will be wholly different.
For Continuous security and supply Union need to raise its gas storage
capability in the long term or build more import pipelines than it would
under normal circumstances. This is more complicated than for oil, because
gas storage and supply is more costly and the import sources and supply
lines are far more restricted geographically. If such solutions are deemed to
be necessary, then these will have to be of a Community nature, since it
would be uneconomic and very difficult for some States to take their own
national measures.
On the subject of supply security, the Commission sh.ould impel
continued alarm and careful monitoring of the situation, particularly because
of the EU's increasing dependence on gas imports. The Commission argues
that as EU member countries' energy networks are integrated and become
larger, fewer consumers in one country will have to rely on the production,
supply or storage capacity in their own country. Furthermore, the removal
of obstacles to using the gas system, as well as in trade and investments,
will open up new supply sources, and will add flexibility and opportunities
for synergy in respect of supply security. 47
It is obvious that, energy objectives were almost wholely directed at
security of supply. Progress on the general objectives has been varied with a
range of initiatives on energy saving and networks but few concrete
developments in the other areas. The EC's overall import dependency has
risen sharply from 43% in 1986 to over 50% in 1992. Forecasts by DGXVII
suggest that by 2020, the energy imports from third countries could reach a
massive 75% of consumption.48 The key point to recognize with regard to
security of supply is not so much that the EU needs it today. European
energy policy defining and consolidating security of supply at the Union
level, certain Member States will continue to find it unacceptable to
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relinquish more than a modest portion of national control over their
industries.
Whereas most of the policy subject connected with security of supply of
other fuels have been raised at one time or other, there is an urgent need to
start the widest possible argument over how to cope with long-term
dependency on natural gas imports. Clearly, developing solid international
relationships with the supplier countries is one answer as it is with oil. In
promoting initiatives such as the dialogue with the GCC which has already
broached the subject of future gas supply and the European Energy Charter,
the Commission is to be powerfully commended. There is a need, though,
for a much deeper analysis of the Union's interest in how and why to
develop its energy security interests in the international arena. The longterm security of gas supply cannot simply be dealt with through enhancing
international links. And diversification of both energy suppliers and the
energy mix may provide comfort in theory but not for consumers where
there is no immediate alternative to the unreliable gas supplier and where
the demand for all the other fuels is already tightly matched by supply.

Competition Policy
Competition policy is a vital instrument in the Union's Single Market
tool box. The Commission needs to utilise the research and arguments of the
complainants to provide the impetus to chip away at what will be, in the
first place, a very rough-edged internal energy market and one with much
potential for increasing the level of competition.lt is important to note that
the Commission exercise a lot of pressure behind the scenes and its
successful craftsmanship is not always abvious.
The Commission's annual report on competition policy has stated firmly
that the present situation in the electricity and gas industries is not
compatible with the achievement of an internal market, and that consumers
are losing out on prices and choice because of the action of monopoly
producers or distributors. Public service obligations can be met in a way
compatible with the Treaty.
The 1993 report on competition serves warning, for the first time, that
the Commission will ensure that the rights of non-discriminatory access are
implemented in the light of new initiatives on networks. As the UK example
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shows, the Commission has sought, in the past, to ensure that pipelines or
transmission lines funded by the Community, or subject to some kind of
approval in Brussels, are open to fair competition, although this is not
always possible. In 1994, the Commission pointed out that the lack of
competitive pressures in the energy sector 'has probably resulted in job
losses in Community industry'. Public service obligations should be fulfilled
49
without any negative effect for liberalization of the market.
Competition actions are generally divided into two tracks: those
concerning companies 50and those concerning the role of Member States,
either through state aid or through ownership or legislative control of
enterprises51 • Although when dealing with the energy sector, there are so
many linkages between governments and enterprises, actions can often
involve examinations along both tracks.
The chief Single Market aim relevant to coal, is the reduction of
subsidies and the rationalisation of high cost mines. The Commission has
worked steadily and determinedly over the last few years to encourage a
more competitive approach in the German and Spanish industries. In the oil
sector, actions are largely confined to the newest Member States and
concern delayed liberalisation of the distribution markets. In the gas and
electricity industries, the Commission's aims run parallel - breaking down
monopoly activity and giving the consumer more choice

Environment Policy
It is obvious that, from the 1980s in the energy policy with other factor
began to impact the design of Common energy policy, namely the
environment. First, acid rain, then global warming gradually moved up the
agenda. 52
The importance of EC environmental policy for the energy sector has
paralleled the ascent of the issue up the political agenda in an increasing
number of member states, particularly as the Greens have become a political
force. The importance of the issue to energy policy was demonstrated in the
1995 objectives, where environmental concerns were identified as a. major
consideration in policy. The status of environmental subject overall was
confirmed in the SEA where it was given its own provisions (allowing it to
enforce decisions on a majority vote). The SEM proposals also identify the
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need for. High standards of environmental protection and this has impacted
on the IEM argument. The message of the greens in this situation is quite
simple; if you do not succeed in adopting vigorous environmental policies,
53
your voters will turn to new parties.
UN Conference on Environment and Development in Rio de Janeiro, by
a package of four proposals which made up the Commission's climate
change strategy: a C02/energy tax, a draft Directive on energy saving
(under the SAVEprogramme), a draft Decision on promoting renewables
(Aitener), and a draft Decision on greenhouse gas monitoring.
The European Commission has adopted a strategy for strengthening EU
environmental energy policy. It has outlined a range of activities to develop
a more sustainable future for energy. It concentrates on three areas:
promoting energy efficiency and energy-saving; increasing the portion of
renewable energy sources; and reducing the environmental impact of
conventional energy sources. 54 Precaution and Preservation the principle
must be applied to energy policy. Precaution places the reduction of air
pollution in Europe's cities high. Climate change makes it urgent to
implement the decisions taken at the Rio and Kyoto conferences to curb
gases that warm the atmosphere. Precaution also compels Europeans to
·stand by idea of the "cultural exception" 55
The effects of environmental measures on competitiveness are likely to
be short term and will largely depend on how well industry is able to adapt
to the new situation. Improving competitiveness and protecting the
environment are not necessarily in conflict. Any negative effects of
environmental measures on competitiveness will only affect industries
which are in direct competition with entities located in areas where no alike
measures have been introduced, be it inside or outside the Community. This
would be an argument for measures to be introduced at Community level in
order to ensure even competitive situations. and that policies that move
56
industry to invest in new, cleaner, and less energy-intensive technologies
will prove an advantage rather than a penalty to European firms in the long
term.
In many respects, external costs have been progressively reduced
through emission limits, voluntary agreements, civil liability, etc. which
charge the polluting activities with some parts of the cost to society.
However, where necessary, further consideration should be given to the
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introduction of economic instruments. Such measures are compatible with a
market based approach, as the decisions are left with the participants in the
markets, while the framework is set to reflect environmental necessity.
Which instruments or combinations of instruments to choose is primarily a
question of economic efficiency in achieving energy and environmental
policy objectives. The outcome of both the renewable energy and energy
conversation programmes will depend primarily on the goverment's
policicies. 57

Social and Regional Objectives
Social objectives, including universal service, support to disadvantaged
consumers or equalization of tariffs can, in principle, be promoted in a
market context provided they are made explicit and they are financed in
ways that do not deform competition. Governments need to review and
clarify what social and localised objectives they want to pursue. For
instance, uniform electricity tariffs may no longer be justified if broad
geographical cohesion stops to be an important policy goal because it is
already achieved. Achieving these objectives, nonetheless, generally entails
deforming electricity prices and therefore there is a limit to what electricity
markets can cause to social objectives without suffering significant loss of
economic performance. In the long run, general policies, rather than sectoral
electricity policies are more efficient in achieving social objectives. In
defining social objectives, policy makers should keep in mind that
competition itself brings some significant social benefits. For instance, low
prices are an important step forward in achieving universal service; and
more product and price differentiation have the potential of allowing a
better match between unusual consumer groups and the service they need.

Public Service Obligations
It is essential that liberalisation of the markets and the completion of the
internal market continues to maintain and even improve the provision of
energy supplies at reasonable prices while at the same time adhering to a
number of principles, such as environmental protection. Given that energy is
a fundamental aspect of daily life, the attainment of the highest possible
standards of public services in these areas is a fundamental objective of
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Community energy policy. Given that liberalisation has done away with
State monopolies in energy distribution and transmission, this objective is
ensured by sector-specific regulatory authorities on the basis of standards
framed by the Member States in accordance with the principle of
subsidiarity. The Commission can, however, frame objectives, and monitor
and compare performance within the Community energy policy with a view
to bolstering specific provisions. Priority objectives in this area will include
ensuring the right of households to receive an electricity supply on
reasonable terms, the protection of vulnerable consumers and environmental
protection. 58
General public service obligations, may be defined at the political level,
can in this way be shared and translated into concrete and operational
measures and hence be dealt with by all involved players on a fair, nondiscriminatory and commercial basis. 59 Public service obligations must be
objective, transparent and non-discriminatory, verifiable and published and
should fall within one of the five categories concerning security, regularity,
quality and price of supplies and environmental protection. The change
brought by the internal market should address not only the economic needs
of our society by lowering prices through competition, and therefore
improving our competitiveness on the global market place, but also address
social and environmental necessity. 60Public service provisions need to be rechecked and updated, in order to re-assure EU citizens that this further
61
market opening will serve their essential interests.

TURKISH ENERGY POLICY
Energy Policy Objectives and Institutions

The main objectives of Turkish energy policy are: To meet demand
using domestic energy resources as the highest priority. In the medium and
long term, this is to occur through a mix of public, private and foreign
capita1.62
For Turkey it is necessary to develop existing sources while accelerating
the penetration of new and renewable sources, diversify energy sources and
to avoid dependence on energy imports from a single source or country. At
the same time encouraging private-sector investment and to accelerate
capacity construction and privatisation in the power industry. Turkey need
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to improve the reliability of electricity supply through upgrades in the
power transmission and distribution grid.For improving energy efficiency
in end use and transformation, e.g. through reduction of losses in energy
production, transmission and consumption. It is also necessary to protect the
environment and public health.Turkey also should increase ability to use of
Turkey's geopolitical location to establish the country as a pivotal transit
63
area for international oil and gas trade "Eurasia energy corridor". Turkey
represents the most promising target market for gas in South west Asia. Its
potential suppliers are just as eager to supply their gas to Turkey. Itis
unlikely for all gas pipeline projects to win the Turkish gas market race
unless connections to the European gas market are created.64

Turkey Community Acquis
The energy sector in Turkey used to be dominated by State-owned
companies. A privatisation programme was nevertheless devised with a
view to privatising areas such as coal, oil, electricity and gas. Turkey had to
open up the energy sector to foreign investment in order to meet the
increasing demand for energy consumption. Efforts had to be made to
ensure the compatibility of the sector with the Community internal energy
market. The European strategy gave high priority to the approximation of
laws in this sector. The first step towards this objective was to draw up a
detailed inventory of the existing legislation. 65
The fundamental components of Community law in the energy sector are
the provisions of the Treaty and Community secondary legislation,
referring, in particular, to competition and State aid , to the internal energy
market - notably the directives on electricity, transparency of prices, gas and
electricity transport, hydrocarbons, the granting of licences, emergency
intervention measures and, in particular, obligations concerning emergency
stocks , etc. and to nuclear energy , energy efficiency and rules on
respecting the environment.
The Association Agreement between the Community and Turkey and the
Additional Protocol of 1970 set out the major objectives of this Association
which include, among other things, the establishment of a customs union in
three successive stages. The achievement of the final phase of the customs
union on 31 December 1995 required Turkey to incorporate a significant
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amount of established Community law into its legislation, particularly in all
the fields connected with the functioning of the customs union. The
transposition of the Community acquis in other areas will be achieved
through the implementation of the European strategy proposals.
The European strategy for Turkey (adopted by the Communication of 4
March 1998) provides for the stepping up of cooperation and the
harmonisation of legislation with the acquis in certain areas. It contains the
first operational proposals with respect to this matter. This strategy was
welcomed by the Cardiff European Council, which invited the Commission
to carry it forward and to table any proposals deemed necessary for its
effective implementation. The European strategy covers the energy sector.
Turkey has made progress with aligning on the acquis and in its
preparations for the internal energy market through the adoption of two
major framework laws for the electricity and gas sectors concerning in
particular restructuring and the players in the sectors. The laws provide for
the opening up to competition and the private sector of certain a~cts of the
energy market such as electricity generation and distribution. The State
still has control over certain aspects of the energy market. Despite these
advances, major aspects of Community legislation concerning the internal
energy market are not covered by the two laws, e.g. provisions concerning
access to networks. They should be aligned to a greater extent on the two
key Community directives concerning the internal energy market
establishing common rules for the internal electricity market67 Following the
adoption of the 2001 Electricity Market Law, the electricity market was
opened in 2002 to around 20%. However, limitations on the possibility for
eligible customers to import from producers outside Turkey, as well as for
generators to export power to customers outside Turkey, have not been
lifted.

CONCLUSION

This article gives perception into how governments can successfully
address this complex array of objectives in the new regulatory environment.
Government should give importance to consumer.Because; a fundamental
pillar of effective reform in the energy market is consumer choice.
Consumer should be satisfied that is to say, giving all consumers the ability
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to choose their supplier. Consumer choice disciplines market players,
because dissatisfied consumers can switch supplier, and it encourages
innovation. As in any other market, consumer choice in the energy market is
fundamental to achieving both static and dynamic efficiency, and it is
difficult to envisage real competition without it.
We can say that as a concluding remarks, for the well functioning energy
market EU and Turkish governments should expand the scope for
competition in the energy sector. In doing so, they need to clarify their key
policy objectives for the sector, such as improved efficiency, as well as the
important linkages with other public policies such as security of supply and
environmental protection. The overall regulatory framework needs to be
non-discriminatory and transparent, and provide sufficient information to
market participants. Price controls should seek to maximise industry
efficiency, but in Turkey energy prices used for combiting inflation tool not
used for protecting consumers. EU and Turkish Governments should
consider how long price controls are necessary before the market can safely
be left to take over.
EU and Turkish Governments need to exercise particular care with
subsidies and cross subsidies, as they distort economically efficient
behaviour and pricing. Subsidies should be transparently linked to clear
policy objectives.
Without a common energy policy, our energy supply is vulnerable to
political, economic and environmental crises and to the vagaries of supply
and demand. In an emergency, our social, industrial and political fabric
could be threatened.
Europe needs a more pro-active, co-ordinated and, above all , sustainable
strategy, one which addresses not just energy supply, but also energy
demand. This strategy should comprise an appropriate mix of
encouragement, voluntary actions and regulations. And it should clearly
define the respective rights and responsibilities of the Community and
Member States.
Why regulatory intervention is so essential in electricity and gas markets
in the European Union at the moment is their current state of liberalisation.
It is vital that liberalisation is accompanied by the appropriate regulatory
measures to ensure that it progresses smoothly . These measures must in
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particular address security of supply concerns, as the European Commission
has repeatedly pleaded and proposed.
Turkey has also set up an Energy Regulatory Board to monitor the
energy sector. It should be noted that the adoption of the two key laws and
the establishment of an Energy Regulatory Board were conditions for IMF
(International Monetary Fund) support for Turkey. In general, Turkey's
priority in restructuring the energy sector is to attract investment.
As a coclusion EU energy policy composed of national interest of EU
member states. Main concern in this policy is the national interest of
member countries which is not go to meet benefit of citizens. We can say
that energy policy is state centric, it is vulnerable to external affect,
convergent and we see that the battle between market and state wijl
continue until integration totally completed for the benefit of citizens.
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