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Türkiye’s Energy Transition Policy and International Investment Law
Özge Varis1

As Türkiye has now ratified the Paris Agreement, it needs to modify its energy transition and sustainability policies and its nationally determined 
contributions. These transitions require investments in every country, especially foreign direct investments, and Türkiye is not an exception. This 
article examines the foreign direct investment legal framework and the interrelation between Turkish law and the Paris Agreement.

1 
Introduction

The Paris Agreement has so far been signed 
by 192 countries and the European Union (EU). It is ac-
knowledged that every country should achieve its climate 
change and carbon emission reduction targets. In other 
words, each country is responsible for implementing its 
climate action plans and making its nationally determined 
contribution (NDC).2 According to Paris Agreement ar-
ticle 4(2), each country should implement its policy for 
maintaining and achieving its NDC.3 This implementa-
tion process not only includes creating a policy framework 
but also ensuring compliance with the country’s legal re-
gime. 

The consequences of the implementation process in-
clude new legislation regarding net-zero targets, revising 
climate-change-related regulations and adopting new le-
gal instruments and new legal principles in the national 
legal system. As the emphasis in the Paris Agreement is 
on climate change and net-zero targets, sustainability 
and alignment among countries regarding related issues, 
energy sector revision is of key importance. As the Par-
is Agreement emphasises, countries agreed to contribute 
to net-zero targets through sustainable development goals 
(SDGs).4 Therefore, the implementation of new policies 
and regulations should not only comply with NDCs but 
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2  Nationally Determined Contributions, United Nations Climate 
Actions, https://unfccc.int/process-and-meetings/the-paris-agreement/
nationally-determined-contributions-ndcs/nationally-determined-
contributions-ndcs

3  Paris Agreement, official document https://unfccc.int/sites/default/
files/english_paris_agreement.pdf 

4  Article 7 of the Paris Agreement makes direct reference to the issue. 

also with SDGs. As the primary and most-discussed aim of 
the Agreement is to limit the global temperature increase 
to 2 degrees Celsius and ideally 1.5 degrees Celsius by re-
ducing greenhouse gas emissions,5 it has a direct impact on 
every country’s energy sector, especially the sector’s down-
stream.6 This means that countries need to revise and re-
new their investment policies, including regarding foreign 
direct investment in the energy sector. 

Approximately 47% per cent of investor-state investment 
disputes are related to the energy sector.7 For instance, as 
the regulations in the EU’s energy transition policy are 
primarily based on the transition to renewable energy and 
more sustainable energy resources by displacing hydrocar-
bons,8 many EU member states, and especially Spain, have 
been faced with investment claims.9 The background to 
these claims relates to the legitimate expectations of in-
vestors not being met because of policy changes based on 
EU regulations. These disputes indicate that the SDGs and 
climate change law have not been found a place in inter-
national investment law. As a result, the EU’s new genera-
tion trade and investment treaties include direct referenc-

5  United Nations Climate Action, https://www.un.org/en/climatechange/
paris-agreement

6  T. de Oliveira Bredariol & K.C. Michaels, “The case for regulating 
downstream methane emissions from oil and gas,” International 
Energy Agency , 2021, https://www.iea.org/commentaries/the-case-for-
regulating-downstream-methane-emissions-from-oil-and-gas

7  ICSID Caseload Statistics, 2022-1 edition, February 2022.
8  EU Energy Transition in the Cities, https://ec.europa.eu/info/

eu-regional-and-urban-development/topics/cities-and-urban-
development/priority-themes-eu-cities/energy-transition-cities_
en#:~:text=By%202020%2C%20the%20EU%20aims,savings%20
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renewable-energy-saga-lessons-for-international-investment-law-and-
sustainable-development-isabella-reynoso/
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es to SDGs, especially in energy-related investments and 
EU-regulated and framed sustainable finance.10 However, 
many international investment treaties currently in force 
do not include such clauses, including Türkiye’s invest-
ment treaties. 

As the demands of NDCs and the Paris Agreement are a 
priority for climate change and related issues, many coun-
tries ratified the Agreement and took the necessary steps as 
soon as they signed it and announced their energy transi-
tion and international investment plans. However, Türkiye 
signed the Paris Agreement in November 2016 together 
with the other countries but the ratification process was 
not finalised until October 2021.11 The process did not 
go as smoothly as that of many other international legal 
instruments. Furthermore, the NDCs were central in the 
discussion. As a result, Türkiye revised her net-zero targets 
and committed to reach them by 2053. 

This article analyses Türkiye’s NDCs under the Paris 
Agreement and her current energy transition and energy 
sector international investment policies. First, it evaluates 
Türkiye’s energy transition policy. Next, it explains Tür-
kiye’s foreign direct investment (FDI) policy and legal 
framework. Last, it examines these two points in the con-
text of Türkiye’s international law obligations.

Türkiye’s Energy Sector and the Paris Agreement

Türkiye’s current energy policy is based on her ‘Vision 
and Growth 2023’ strategic plan.12 Energy security, diversi-
fication and transition are the policy’s main themes. Invest-
ments in Türkiye’s energy sector need to be consistent with 
the national energy policy, which prioritises diversification 
of sources.13 However, the ratification of the Paris Agree-

10  EU-UK Trade and Cooperation Agreement, https://ec.europa.eu/trade/
policy/in-focus/eu-uk-agreement/ and Contribution to the Green Deal 
and the Just Transition Scheme, European Union, https://europa.eu/
investeu/contribution-green-deal-and-just-transition-scheme_en 

11  Turkiye ratified the Paris Agreement on 6 October 2021. https://www.
resmigazete.gov.tr/eskiler/2021/10/20211007M1-1.pdf 

12  The Presidency of the Republic of Türkiye Investment Office, https://
www.invest.gov.tr/tr/library/publications/lists/investpublications/
enerji-sektoru-raporu.pdf and Türkiye Energy Efficiency Action Plan 
2017-2023 https://enerji.gov.tr//Media/Dizin/EVCED/tr/
EnerjiVerimlili%C4%9Fi/
UlusalEnerjiVerimlili%C4%9FiEylemPlan%C4%B1/Belgeler/NEEAP.
pdf 

13  Turkiye’s success in renewables is helping it diversify her energy mix 
and increase her energy security, 11 March 2021, https://www.iea.org/

ment and changes in global markets, together with chang-
es to SDGs and climate change issues, may cause problems 
for future policy strategies and in attracting investments. 
Data show that Türkiye needs 5.3-7 billion USD in invest-
ment for her energy transition.14 Investments in renewable 
energy sources and sustainable energy sources15 should be 
promoted to support Türkiye’s energy transition and Par-
is Agreement obligations. Domestic investment may not 
be sufficient to finance the above requirement so foreign 
investment, including foreign direct investment (FDI), is 
being promoted. Such FDI is promoted and protected un-
der both international and domestic law. However, as was 
previously mentioned, the legal framework is more com-
plicated than in other sectors. 

The process of adopting the Paris Agreement affects all 
policy areas and the national legal regimes of the signato-
ries. Türkiye is no exception. Her NDCs require the revi-
sion of many regulations, especially those related to the 
energy sector and to international investment. From the 
investment perspective, Türkiye’s energy transition plan 
has three pillars: energy transition policy; international 
law, particularly international investment law; and the do-
mestic legal regime. 

To analyse Türkiye’s energy policy, the related institutions 
must scrutinised from a legal perspective. The long ratifica-
tion process of the Paris Agreement and the sustainability 
and energy transition policies were part of the ‘Growth and 
Vision’ plan. In the past, climate change and emissions re-
duction were secondary issues. Today they are equally im-
portant and are key in global energy markets and national 

news/turkey-s-success-in-renewables-is-helping-diversify-its-energy-mix-
and-increase-its-energy-security

14  “Enerji dönüşümü için yılda 7 milyar dolar yatırım gerekiyor,” Dunya 
Gazetesi (2022, 10 February).https://temizenerji.org/2022/02/10/
turkiyenin-enerji-donusumu-icin-yillik-yatirim-miktari-yaklasik-7-
milyar-dolar/#:~:text=%E2%80%9CT%C3%BCrkiye'de%20
2019%2D2030,%C4%B1n%C4%B1%20enerji%20
verimlili%C4%9Fi%20yat%C4%B1r%C4%B1mlar%C4%B1%20
olu%C5%9Fturuyor 

15  Although these terms are generally used interchangeably, they refer to 
different criteria to classify energy sources. Basically, “Renewable 
energy (RE) refers to energy resources that are cyclic and naturally 
replenished within some time interval” (Eltamaly and Mohamed, 
2018) and“Sustainable energy can be defined as a form of energy that 
can be utilised again and again without putting a source in danger of 
getting depleted, expired, or vanished” (Junejo et al., 2018). Based on 
these definitions, both sources satisfy our energy needs but the key 
difference is that sustainable energy sources meet these needs without 
compromising the needs of future generations. 
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energy policy.16 This raises two important issues regarding 
Türkiye’s regulatory system. The first is that the policy is 
based on the strategic plan, not legally binding documents. 
Second, the related binding law has not been revised based 
on the new policies and the Paris Agreement. For instance, 
Türkiye’s FDI law17 was passed by the Turkish Parliament 
in 2003 and does not make direct references to sustaina-
bility, SDGs or the Paris Agreement. Unlike many other 
new-generation bilateral investment treaties (BITs), Tür-
kiye’s BITs also do not include direct references to SDGs, 
sustainability or net-zero targets.18 Another crucial legal 
instrument is the Energy Charter Treaty (ECT), which is 
being updated because the status of SDGs, sustainability 
issues and climate change are not included in the current 
Treaty. Lastly, the Turkish constitution’s Article 90 is the 
key legal instrument for the enforcement of treaties and 
international legal agreements under national law. Article 
90 explicitly refers to direct application in Turkish law of 
treaties on human rights but not to other treaties or inter-
national legal norms.19

This raises another issue regarding Türkiye’s energy tran-
sition policy. Türkiye’s FDI legal framework does not clar-
ify the role and status of SDGs and the Paris Agreement 
under Turkish law and limits Türkiye’s regulatory powers, 
making it a host state far from predictable for investors. 
These limits are not only uncertain under Turkish law but 
also under international investment law.20 The challenge 
for Türkiye is to resolve these unpredictable areas of the 
national legal system and international law to provide in-
vestors with a legally predictable energy transition policy. 

However, this may not be as clear as for many other in-
ternational norms because the uncertainty arises not only 
from Turkish energy transition policy or domestic law. A 
similar challenge is perceived under international law. The 
most satisfactory description of sustainability and a direct 

16  World Energy Outlook 2021, International Energy Agency https://iea.
blob.core.windows.net/assets/4ed140c1-c3f3-4fd9-acae-789a4e14a23c/
WorldEnergyOutlook2021.pdf. Discussion of energy security as a 
consequence of the ongoing conflict between Russia and Ukraine is 
not included in this article because of the unpredictable circumstances. 

17  Foreign Direct Investment Law (Code No.4875) https://www.invest.
gov.tr/en/library/publications/lists/investpublications/fdi-law-in-turkey.
pdf 

18  UNCTAD International Investment Agreements Navigator https://
investmentpolicy.unctad.org/international-investment-agreements

19  Turkish Constitution, Article 90 https://global.tbmm.gov.tr/docs/
constitution_en_2019.pdf 

20  C. Titi (2022), “The Right to Regulate in International Investment 
Law (Revisited),” International and Comparative Law Research 
Center 2022.

reference to sustainability and the energy transition can be 
found in EU law.21 However, for Turkish law and Türkiye’s 
energy market the EU legal framework can only act as a 
guide or comparative legal instrument. Furthermore, the 
EU’s energy market has proven to be uncertain for inves-
tors as can be seen from various investor-state disputes.22 

Therefore, Türkiye’s approach to managing the applica-
tion of the Paris Agreement and adoption of SDGs in the 
Turkish legal system will determine the future of Türkiye’s 
energy transition policy.  

Concluding Remarks 

Many studies have observed that Türkiye’s late ratifica-
tion of the Paris Agreement might be the weakest point 
in her sustainability and energy policies. However, from a 
legal perspective the key lies in providing certain and fore-
seeable grounds for functional interplay between different 
legal frameworks. In other words, international law and 
its instruments and the Turkish legal system must work 
in harmony to reach Türkiye’s net-zero commitments and 
promote an effective energy transition policy. 

To achieve such harmony, challenges not only arise in the 
domestic legal system but also in international law, which 
has its own internal challenges. First, the lack of clear 
guidelines for the application of NDCs and interpretation 
of the Paris Agreement cause uncertainty in both the in-
ternational and national legal systems. Another challenge 
is the status of SDGs and the equivocal definition of sus-
tainability in international law. Despite the primary focus 
being on climate change and net-zero targets, SDGs in-
volve various factors. According to the life-cycle approach, 
all SDGs and targets must work together to achieve sus-
tainable life on our planet. Beyond such challenges, the 
status of the Paris Agreement and the interpretation of 
SDGs are very ambiguous under international investment 
law. Therefore, the application of these concepts in the 
investor-state dispute settlement (ISDS) system, and how 
they limit the regulatory powers of host states cannot be 
foreseen. Furthermore, updating the ECT and the contri-
butions of different stakeholders to the process will not 
make the system any less uncertain. 

21  See notes 6 and 7. 

22  S. Ripinsky, "Damages Assessment in the Spanish Renewable Energy 
Arbitrations: First Awards and Alternative Compensation Approach 
Proposal,” TDM 2 (2020), www.transnational-dispute-management.
com/article.asp?key=2704 
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In addition to these uncertainties, Türkiye’s energy transi-
tion policy and national legal framework present their own 
challenges. The current energy transition policy is based 
on the ‘Growth and Vision 2023’ plan, and the amount 
of investment required to achieve the NDCs makes FDI 
necessary. Therefore, Türkiye’s domestic law is regulated on 
the basis of the ‘Growth and Vision’ plan, not the other 
way around. In this regard, Türkiye has three crucial legal 
frameworks: first, energy-related laws and regulations; sec-
ond, international investment law; and last, general legal 
principles regarding the application of international law in 
the domestic legal system. All these legal norms should be 
interpreted based on the plan and the SDGs. However, 
the plan cannot be considered a legally binding document. 
This fact submits the status of the SDGs to interpretation 
by all the domestic legal frameworks under scrutiny. 

Therefore, regarding the status of sustainability and relat-
ed issues, uncertainties in both international law and the 
domestic legal framework become challenges to foreseea-
bility for energy sector investors. On the one hand, these 
challenges in promoting FDI create difficulties for Türkiye; 
on the other, these legal gaps provide a great opportunity 
to use regulatory powers to achieve the NDCs, as inter-
preted according to Turkish law. As a result, this provides 
an opportunity for Türkiye to establish a legal framework 
that complies with her regulatory powers. 
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