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apidly evolving technology makes the generation of data faster

and more accessible. We witness more and more companies from

different industries transforming part of their businesses into digital

businesses with the help of wider access to internet and an increase
in data processing power. Today, we find ourselves in the middle of a great
technological revolution, and digital is a part of the DNA of any institution.

The topic of digital transformation is at the center of Accenture’s operations in
Turkey and around the world. This index study reports on how much progress
industry leaders have made towards digitization. After the positive reception of
last year's Accenture Digitization Index, which was a first for Turkey, we are now
pleased to unveil this updated second edition of this study, which was made
possible through the cooperation of Bogazici University, Middle East Technical
University, Turkish Informatics Foundation and Vodafone. We believe that this
index will serve as a beacon for companies on their transformation journeys, and
thus contribute to Turkey’s economic growth.

Bringing together private sector and academic world, the Accenture Digitization
Index study aims to present the digital profiles of companies and industries, while
also evaluating to which extent companies digitize their strategies, customer
facing services and internal operational capabilities. We prepared a report which
is based on data and aim to convert quantitative data into useful insight, as

we believe that these companies are among the most significant engines for
change... And in order to grow and obtain a competitive advantage, they need to
undergo a digital transformation.

In the Accenture Digitization Index study, companies which successfully integrate
digitization into their corporate strategy and their main business objectives to
reach competitive advantage; use digital products and services in interacting
with their customers in a way that would provide the highest possible customer
satisfaction; conduct communication, internal process and operations within the
organization in the most efficient way via digital technologies, and are among
the largest companies in Turkey in terms of revenue/assets, are defined as
“Digitization Pioneers”. In this sense, with a successful digitization process, the
leading companies in Turkey can design new business models, gain competitive
advantages, discover new growth areas, increase customer satisfaction, boost
their service quality and grasp the opportunity to enter new markets. The
opportunities that come with digitization can have a huge impact on the Turkish
economy and thus strengthen the country’s position in the global market.

When we look at the results of this year’s Index in Turkey, we observe that the
average score went up to 61% with an increase of 1% compared to last year in
spite of the expansion in the criteria set. We would like to thank the participating
companies which made this Index study possible, as well as Bogazici University
and Middle East Technical University for their academic support, the Turkish
Informatics Foundation for their industry support, and Vodafone, which has been
making great contribution to Turkey's digital transformation.

Dilnisin Bayel
Country Managing Director
Accenture Turkey
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RECIPE FOR A DIGITAL FUTURE:
CREATE AN ‘ANYTIME
ANYWHERE"” PARTNERSHIP

EXPERIENCE FOR ENTERPRISES

he world is rapidly evolving towards a digital
future; every object, individual, organisation,
briefly, everything around us is becoming
digitalized at a great speed. In order to address
the key challenges ahead in an effective and sustainable
way, we need to make sure that we make the most
of the Fourth Industrial Revolution i.e. “Industry 4.0”
brought by technological advancements radically
altering the way we live, work, survive and interact. In
tomorrow’s world where “Digital Transformation and
Ground-breaking Technologies” become common in
all parts of our lives, we will witness a parade of cutting
edge technologies and scientific inventions. These
technologies, which have the potential to disrupt the
status quo, alter the ways in which people live and work,
reform their value judgements and enable emergence of
brand new products and services will make radical and
lasting changes in our lives. Today, the greatest benefit
technology offers is the new ways of doing business.
Mastery of technology will bring along permanent
changes, which will become “indispensable” for the
organizations and cultures.

Supporting Turkey’s journey towards digitalization,
Vodafone develops and implements ‘anytime anywhere’
end to end solutions. Acting as a “digital business
partner” for enterprises, we are committed to make
digitally connected life easy and accessible through
bundled offers. To fulfil this commitment, we take a
detailed picture of the current digital landscape in
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Turkey. As we guide the organisations -both private
corporations and public bodies- along their digitalization
journey, we assess opportunities and risks to help them
ensure business continuity. We developed the Ready
Business Platform to map out the digital business
landscape across Turkey and identify businesses’

needs for effective competition. Using this platform

to measure enterprises’ digital maturity and to create
digital roadmaps, we have calculated the Digital Index
and identified the needs of 45.000 enterprises since
July 2014. We increased the Digital Index of Turkish
enterprises from 48% to 53%. However, we have a bigger
ambition: we want to increase Turkey’s overall Digital
Index to 75%.

In line with our vision for digitalization, we have been
partnering with Accenture for the last 2 years and
supporting the Accenture Digitization Index, which

we believe has a pivotal role for end-to-end digital
development of Turkey. This index offering significant
insights into Turkey’s digital performance shows that
digitization makes a positive impact on the profitability
of businesses. A 10 point increase in Accenture
Digitization Index corresponds to an average 1% increase
in EBIT (Earnings Before Interest and Tax) margin. The
index further reveals that businesses in Turkey mostly
focus on digital operational capabilities and therefore,
there are great opportunities in terms of digital services
as well as demonstrating that businesses creating a
digital ecosystem both gain capabilities required for
digitization and draw maximum benefits from open
innovation. These findings, among many others, reaffirm
the importance of digitization for enterprises.

Although the majority of the companies participating
in Accenture Digitization Index have managed to
integrate digitization into their corporate strategies
and created a roadmap for implementation of their
digital strategies, the fact that only 55% of the
businesses in Turkey feel fully ready for digitization
shows that we still have a large room for progress.
We therefore find this study’s recommendation very
valuable which says: “Companies should build their
strategy for their digital transformation journey, build
the right foundations, differentiate themselves through
digitization, monitor continuously their progress as
well as collaborate and think on macro-level”.

Digitization will be the assurance of sustainability for
businesses enabling economic and social development
and promoting their presence and position in the
market. From this point of view, Accenture Digitization
Index fills a major gap in terms of digitization of
enterprises in Turkey. We hope that the index inspires
and leads the way for the businesses so that our country
can achieve its well-deserved level of digitization.




Faruk Eczacibasi
Chairman, Turkish Informatics Foundation

lectricity made it possible for us to move from

Industry 1.0 to 2.0. After candles were used to

generate light for hundreds of years, the idea to

use gas for lighting emerged. However, this did
not benefit industry. After electricity became a part of
everyday life, the second era in industry commenced.
In today’s world, electricity is something as ordinary
as air. We do not give a thought as to where it comes
from or how it is generated, that is, until a power
outage occurs. Similarly, digitization is an ordinary,
indispensable element of Industry 4.0. Even now, the
presence of internet is unnoticeable in advanced
information societies. In the near future, digitization,
like electricity, will be an element of which the source
and the presence will not be questioned.

It is vital for public institutions to run faster in the
digitization competition as much as it is true for
private companies. This is because digitization enables
economic growth and social development. In this

race, the countries that fall behind have much greater
trouble in addressing shortcomings as much as private
companies in similar positions do.

As a monitor and interpreter of global trends, the
Accenture Digitization Index has been mapping out
the digitization status of Turkey since 2015, with
contributions from Middle East Technical University
(METU), Bogazici University and the Turkish Informatics
Foundation (TIF). The 2016 Accenture Digitization Index
is a report on the progress of the past year and Turkey’s
work towards becoming an effective and globally
competive economy. This alone is an added value

of the Accenture Digitization Index. It also deserves

to be acclaimed as a joint project prepared with the
exemplary cooperation between university, private
sector and non-governmental organizations.

As the Chairman of TIF, | am proud to be supporting
such a source. It is my wish that the Accenture
Digitization Index will also serve as a source to
decision-makers at every level of the economy.

Prof. Dr. Aysegiil Toker
Dean, Faculty of Economics and Administrative Sciences

he Accenture Digitization Index, and its outstanding
conceptual design, measures the digital capabilities
of companies using 119 indicators with 10 criteria for
three main pillars of digitization. The comprehensive
approach employed in this study not only produced a robust
scoring scheme, but also resulted in detailed scorecards
for participating companies. These scorecards pinpoint
the strengths, weaknesses and areas to be improved
upon in the digitization efforts of companies, and are a
means of creating a roadmap that will support their digital
transformation. Moreover, the Accenture Digitization Index
reveals the practices of digitization pioneers and highlights
critical success factors thus providing a guide for companies
aiming to identify their priorities and strategies on their own
digitization journeys.

Prof. Dr. Murat Kéksalan
Chairman

Industrial Engineering Department,
Middle East Technical University

easurement is in the core of diagnosis,
evaluation, and improvement. Choosing
criteria compatible with the main objectives,
developing correct scales, determining criteria
weights through a rigorous study of experts, and verifying
the reliability of collected data are important issues in
measurement. This study has scrutinized all these phases
based on the scientific method to develop a digitization
index and measure the scores of companies. The results
provide important information to the companies regarding
their overall statuses, strengths and weaknesses, and
development directions in terms of digitization.




ACCENTURE TURKEY DIGITIZATION INDEX 2016

EXECUTIVE SUMMARY

hile digitization prompts both Turkish
and other companies around the
world to go beyond conventional
ways of doing business, both the
organizational structure and customer relations
of companies are affected by this transformation.
Digital transformation is creating a different business
environment with new rules. Instead of forming
an Information Technologies (IT) infrastructure
that is not integrated, companies are using the
opportunities brought on by digital technologies
to use their resources to generate new revenue,
growth and operational outputs that will add value.

The Accenture Digitization Index was developed to
evaluate the status of Turkish economy’s leading
sectors on their digitization journey, to examine
companies’ digital capabilities, and to highlight their
digital potential. This second edition of the Accenture
Digitization Index uses evaluative data to measure to
what extent companies’ strategies, their customer
services and their internal operations have been
digitized; it also aims to help them apply the qualitative
data towards solutions.

The Accenture Digitization Index’s methodology,
which was also applied in other countries, has
been adapted to the Turkish market, thanks to

the collaboration of Bogazici University, Middle
East Technical University, the Turkish Informatics
Foundation and Vodafone Turkey. The Accenture
Digitization Index measures companies’ digital
capabilities across three main pillars: Digital
Strategy; Digital Services; and Digital Enablement,
along with 10 main criteria. Companies’ digitization
performances are measured by aggregating the results
obtained from 119 indicators under these criteria.

Accenture Turkey invited 476 companies that met pre-
defined financial criteria to participate in this study.
From this list, 106 companies from various sectors
agreed to participate in the Accenture Digitization
Index. Our study shows that the average Accenture
Digitization Index score in Turkey is 61%, based on a
percentage scale between 0 and 100%.

Participating companies were evaluated in 18 industry
clusters. Among the sectors that were present, the
sector with the highest digitization performance

was Financial Services, just as in 2015. Other highly
performing industries were: Services, Retail, and Motor
Vehicles Sales & Repair.

Based on our methodology, we can see that
companies whose Accenture Digitization Index score
is one standard deviation or more points above the
average in Turkey (81% and higher) meet a great

deal of what is necessary for a successful digital
transformation journey. These companies are called
“Digitization Pioneers”. Among 106 participating
companies, 23 scored a minimum of 81 percentage
points, and thus earned the title of Digitization
Pioneer. While providing recommendations to
companies on how they can improve their digitization
maturity, we have also found it necessary to
highlight what constitutes a Digitization Pioneer.

During the course of creating the Accenture
Digitization Index study, we also spotted a positive and
statistically remarkable correlation between digitization
and companies’ profitability. Our analysis indicates that
a 10% increase in a company’s Accenture Digitization
Index score corresponds on average to a 1% increase in
their Earnings Before Interest and Tax (EBIT) margin.

Digitization also offers Turkish companies an
opportunity not just for productivity and growth,

but also for increased competitiveness, thus making
an important contribution to the Turkish economy.
Alongside detailed recommendations on what
companies need to do in order to differentiate
themselves through digitization, this study also
shows companies what capabilities they need in
order to maintain competitiveness during their digital
transformation process. We believe that this study will
be an important guide for Turkish companies on their
digital transformation journey.




WHATIS
DIGITIZATION?
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Digital transformation is transforming products, sectors and consumer expectations.
Are Turkish companies ready to keep up with this transformation?

s the technological revolution continues to

occupy our attention, we see that we are now

in the final phase of Industry 3.0, thus making

it necessary to discuss the role digitization will
play in the transition to Industry 4.0. This has become
an obligation for companies and urges them to act.

Let us first take a short look at history. Up until the end
of the 17th century, industry was powered solely by
physical labor. Eventually, water, steam and machine
power emerged, resulting in an unprecedented
increase in the volume of production and thus
constituted the first era of the Industrial Revolution.
Just before the 20th century began, the invention of
electricity enabled mass production. This was followed
by another leap with the emergence of Information
Technologies (IT), otherwise known as digitization,
which brought automation in production systems in
the second half of the 1900’s". Cyber physical systems
are accepted as the fourth phase of the industrial
revolution. Although some steps are being taken
towards the transition to cyber physical systems,
systems which link the physical world to virtual IT
systems with the help of sensors, we have not yet fully
completed the third industrial revolution.

We can define the digitization concept, which the
revolution we are studying has been named after,

as follows: Digitization is the process of shifting a
company'’s resources into new sources of revenue,
growth and other operational results that add value
to the company by leveraging opportunities offered
by digital technologies. In other words, digitization
means developing new business models, creating
unique customer experiences, building new products
and services and utilizing a company’s resources
much more efficiently through new combinations of
information, human capital and technological assets.
Leaders who aim to gain a competitive advantage
have placed the concept of digitization at the
center and differentiate their respective companies
with internal (Digital Enablement) and customer
facing (Digital Services) digitization practices

and corporate strategy activities. The preliminary
condition for companies not to fall behind in this
competition is the utilization of balanced digitization
in all of these different areas, and the formation of
corporate structures which enable them to make
the most of new digital business models (Figure 1).

Digital Business
Model

External Focus (Digital Services)

Internal Focus (Digital Enablement)

Digitization of product/service portfolio, marketing, sales and
after-sales channels

Digitally Transformed Company

Companies which have completed their transformation in
Digital Services and Digital Enablement areas, and have
designed their corporate structures in order to achieve the
maximum benefit from digital business models

Digital Enablement
Digitization of a company’s internal operations and processes

Figure 1: Balanced internal and external digitization of a
company




WHY IS DIGITIZATION IMPORTANT

FOR BUSINESSES?

Digitization is transforming organizations and customers as well as

the relationship between them.

one are the days when companies were
only offering their customers products
and services. What matters now is the
collaboration with customers. Today’s
customers have become stakeholders with
whom companies collaborate. This revolutionary
change in the relationship between customers
and companies stems from a great transformation
that both entities have experienced themselves.
While digitization is changing organizational
structures and their ways of doing business, it
also rapidly changes customer expectations,
demands and their consumption behaviour.

Digitization is overhauling sectors’ existing structures

by bringing together organizations, representing the
supply side, and the customers, who create the demand,
and making them one entity. With the opportunities that
digitization offers, users, products and services and the
data generated from the use of these are becoming more
interrelated. While it creates new ways of consuming
products and services, digitization also facilitates the
interaction between enterprises and individuals.

Customers, on the demand side, would like to have a
voice when it comes to the products and services they
buy, and seem willing to use every tool at their disposal
to that end. Those who use a 3D printer for a couch they
would like to have, those who contact the designer via
social media for a pair of pants they would like to buy,
and those who use crowd-sourcing sites in order to
lobby an airline to provide more gates have gone beyond
conventional models. Companies aware of this reality
are making digitization a part of their corporate culture.

Digitization converts the
relationship between
customers and organizations
into a new form based on data
and democratizes it.

Digitization removes the
boundaries between
products and services
from different industries
and creates entirely new
collaboration models.

They meet their customers on various platforms thereby
increasing their loyalty and satisfaction.

In a similar manner, the value chain undergoes

a remarkable change in the face of digitization.
Companies intending to offer more sophisticated
features and thus a richer customer experience, are
engaging in new collaboration models with other
companies from different industries and are using
various platforms. Thus, digitization becomes a catalyst
for new collaborations. Digitization blurs the boundaries
between products, by removing the notion of using
different products for different purposes. Digitization
has the same impact on companies and industries as
well. According to a research conducted by Accenture
with 2,000 senior executives from nine countries,

81% of them believed that borders between different
industries will disappear as a result of the fact that the
platforms transform industries into interconnected
ecosystems?. Companies can see an increase in

their effectiveness as they continue to use digital
technologies. More visionary companies realize that
all businesses are being digitized and are developing

a collaborative working culture and thus choose to
engage in a greater transformative process. When this
collaboration is shaped properly, it has the potential

of generating a much wider gain than ever before.
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CONCRETE PROOF OF DIGITAL
DISRUPTION: MACROECONOMIC
EFFECTS OF DIGITIZATION

he “digital economy” indicates the share of

numerous digital inputs in the total economic

output. These inputs are composed of digital

capabilities, digital equipment (hardware,
software and communication devices) and intermediate
digital products and services.

Statistics show that only 15% of the world economy
was digital in 2005. This rate climbed to 22% in 2015.

In 2020, it is expected that the digital economy will
constitute 25% of the global economy?®. Similarly,
digitization has been playing a role in the structural
transformation of employment. For example, studies
show that in the United States, 5.8 million people lost
their jobs between 2000 and 2008, and that 80% of
this loss stems from the direct or indirect effects of
technology and digitization.* Based on this information,
one should certainly not conclude that digitization
reduces employment. The nature of employment
changes with digitization. The Digital Economy Report,
published by OECD in June 2016, suggests that 65%

of today’s children will start working in jobs that have
not yet been discovered®. According to the results

of 2016 Tech Nation study conducted in the UK., the
digital industry created around 1.5 million new jobs in
the country, and 41% of those appeared in conventional
sectors®. This striking figure provides a highly important
clue about how digital technologies transform existing
conventional economies.

65%

The characteristics of
employment changes with
digitization. 65% of today’s
children will work in jobs that
have not yet been discovered.




ACCENTURE
DIGITIZATION
INDEX
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WHAT IS THE ACCENTURE

DIGITIZATION INDEX?

ccenture developed an indexing methodology

(Accenture Digitization Index) to identify

where companies stand on their digital

transformation journey, analyze their digital
capabilities and reveal their digital potential. The
Accenture Digitization Index was initially conducted in
Germany and eventually was applied to other countries
such as Switzerland, Australia, Netherlands and Austria.
Accenture Turkey took the indexing study one step
further through one-on-one interviews with each
participating company, thus making it more than only
desk research.

In 2016, the Accenture Digitization Index study has
been published second time in Turkey. The study
measures to what extent companies’ strategies, their
customer facing services and their internal operations
have been digitized, and turns quantitative data into
useful insights.

While the Accenture Digitization Index provides an
opportunity for the executives of Turkish companies to
measure the digital maturity of their companies, it is
also a reference as it measures digitization progress in
the top industries of Turkish economy.

This study provides an examination of Turkey’s
“digitization maturity” via the results of a
comprehensive survey conducted with the executives
of 106 companies operating in Turkey. It gives
recommendations by identifying the improvement
areas based on the indicators which determine the
level of maturity.

For the Accenture Digitization
Index study, Accenture Turkey
conducted one-on-one
interviews with the executives
of 106 companies and
produced a research report
which will serve as a guide and
provide insights on Turkey'’s
digital transformation journey.




METHODOLOGY

he Accenture Digitization Index examines

companies’ level of digitization in three main

categories: Digital Strategy, Digital Services and

Digital Enablement (Figure 2). An assessment
based on these three dimensions and their 10 main
underlying criteria reveal a snapshot of a company’s
“digital maturity.”

Digital Strategy: This dimension shows to what extent
digitization is integrated into a company’s strategy
towards achieving its objectives and goals.

Digital Services: This dimension assesses a company’s
products, solutions and services as well as the associated
functions. The extent to which companies have digitized
their interactions with their customers before, during and
after the sales also contributes to the assessment.

Digital Enablement: Digital Enablement considers the
use of digital technologies and applications as well

as governance structures to support organizational
workflow, internal processes and operations.

In order to calculate the Accenture Digitization Index
score of a company, we used a hierarchical scoring
system. A weight has been assigned to each of the

10 criteria underlying the three above mentioned
dimensions. The weight reflects the importance of the
respective criterion in the Accenture Digitization Index
score. Companies’ digitization performances were
measured by aggregating the results from 119 indicators
under these 10 criteria. The weights of these 119
indicators were also determined based on their respective
importance within each criterion.

Accenture Digitization Index

Digital Strategy Digital Services

Trend Product & Solution
Objective Service
Interaction

Sales Functionality

Service Functionality

Figure 2: Components of the Accenture Digitization Index

12

Digital Enablement

Workflow

PARTICIPATION
CRITERIA

ccenture invited around 450 companies in
Turkey to participate in this study which fulfilled
in 2014 one of the criteria below:

- Companies with an annual revenue of at least 500
million TRY

« Public and private banks with consolidated assets of at
least 30 billion TRY

+ Non-life insurance companies generating at least 500
million TRY in annual premiums

» Life insurance companies generating at least 100 million
TRY in annual premiums

+ Investment banks and companies with a total
transaction volume of at least 70 billion TRY

106 companies which met these criteria accepted to
participate in the Accenture Digitization Index study. To
collect data on the 119 digitization indicators mentioned
above, face-to-face interviews were conducted with
companies’ leaders working in IT and digital domains.
The information obtained from these interviews was
complemented by data collected from publicly available
sources such as companies’ websites, annual reports,
investor relations documents, company communications,
presentations and news.

Based on the findings from this study, the
Accenture Digitization Index scores were calculated
on a percentage scale (0-100) by using the
weighted averages of the 119 indicators. Further
information on the methodology utilized for this
study can be found in the Appendix section.

Operations & Processes

Resources & Organization
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ACCENTURE DIGITIZATION
INDEX STUDY RESULTS

ur analysis shows that the average Accenture

Digitization Index score from the 106

participating companies in Turkey is 61%

(Figure 3). Although some industries are not
expected to digitalize at the rate that other industries
will, this overall score of 61% indicates that there is still
room for improvement in digitization in Turkey.

The slight difference between last year’s average score
(60%) and this year's (61%) does not mean that companies
have not made progress in digitization area. Two important
elements should be taken into consideration while
comparing this year’s average score to last year’s. First, as
a result of developments in the digital world, the indicators
we used this year have undergone some modifications,
and some additional indicators that did not appear in last
year's index were used. There is also a difference in the list
of participating companies from both years. Of the 106
companies that participated in this year’s study, 54 also
appeared in last year’s Accenture Digitization Index. The
average score of these 54 companies surveyed last year
was 67%; if these companies had been subjected to the
same indicators that were used last year, their average
would have been 71% this year; however, their score drops
to 69% when calculated with this year’s indicators. This
shows that even though companies made significant
progress in digitization, they need to sustain their efforts
in digital transformation, as advancements in the digital
world continue to take place.

As expected, we have identified significant differences
between the average scores of assessed industries.
These differences can be partly attributed to

the variations between the digitization needs of
different sectors. However, in some cases, some
significant differences were also observed between
direct competitors in the same industry.

Average Accenture Digitization Index Score

2015 | 2016
Number of Participated Companies 104 | 106
Number of Indicators Used in the Study 91 | N9

2015 2016

60%

61%

Figure 3: Accenture Digitization Index scores of Turkish
companies in 2015 and 2016
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I N DUST RY SCORES Services cluster includes both banks and investment

firms. Due to nature of their work, the digital maturities
of these companies are at different levels. Banks

he companies that participated in the Accenture score at the upper end of the industry cluster while

Digitization Index study were grouped into the investment firms scored lower than the average

industry clusters based on NACE, the European of the Financial Services industry as a whole. Similar

Union’s classification of economic activities. observations can be made in other industry clusters,
Participating companies were evaluated across 18 and this explains partially the variations within an
industry clusters. Among these, Financial Services, industry cluster.

Services, Retail and the Trade & Repair of Motor

Vehicles industries turned out the best performers with Allgned Wlth |aSt yearls reSUItS
’

regard to digitization (Figure 4). These scores show

that, since the previous Accenture Digitization Index Fina ncial Services SerViceS
study, the industries that performed the best have . ’ .'
remained the same. Retail and the Trade & Repair of

It can be concluded from the study that not only do the Motor Vehicles industries tu rned

digitization performances of different industry clusters

vary, but digitization capabilities of companies from out the best performers with
the same industry cluster can differ from each other e e .

as well. One reason is that all companies in the same regard to dlgltlzatlon among
industry cluster are not necessarily direct competitors .

with each other and that some of them operate in 18 |nd UStI‘y C|USteI‘S
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Figure 4: Accenture Digitization Index Scores across Industries
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We however found differences between direct
competitors within an industry cluster as well. For
example, one of two direct competitors scored 93%
and ranked as one of the leading companies in that
industry cluster, while its direct competitor scored 68%.
We can see that although these companies operate

in the same industry, one is positioned at a much
higher level in its digital transformation journey, while
its competitor lags behind significantly. The score
difference between these two direct competitors is one
indicator as to which company will be more likely to
gain a competitive advantage over its peers.

The Accenture Digitization Index study results show
that Turkish companies are more successful in the
Digital Enablement dimension, compared to their
performances in the Digital Services dimension
(Figure 5). The average score of companies in the
Digital Services dimension is 52%, while the average
score in Digital Enablement is 69%, indicating that
companies have focused predominantly on the
digitization of their internal operations and processes
and less on digitization of their customer facing
capabilities. Global studies conducted by Accenture

ACCENTURE TURKEY DIGITIZATION INDEX 2016

shows that findings in Turkey is consistent globally.
According to the results of an Accenture survey of
1,000 C-suite executives from 20 countries and 12
industries, 58% of executives use digital technology
primarily to improve process efficiencies and reduce
costs, while less than one-third use these technologies
primarily to drive growth and reach new customers.’
This is mainly due to the fact that most executives reap
the results more quickly from the digitization of internal
operations and processes while they are more prudent
and risk-averse when it comes to the use of customer
facing digital technologies.

In parallel to global trends,
Turkish companies display a
better performance in Digital
Enablement when compared
to Digital Services.

100%
90%
Financial
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0% ) rV|. Trade & Repair of
° v Services Motor Vehicles
Information & @
Communication .
0 Retail
70% Equipment Wholesale
0 a09 Transportation \\. i
= 60% o Food & Beverage Service
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Figure 5: Digital Services vs. Digital Enablement Scores across Industries




EFFECTS OF DIGITIZATION ON
FINANCIAL PERFORMANCE

s in the 2015 study, after calculating the
Accenture Digitization Index scores, we
wanted to test the hypothesis that the higher
the digital maturity of a company, as measured

by Accenture Digitization Index, the better that
company'’s profitability performance will be.
According to this hypothesis, digitization leads to ‘

an increase in the productivity and efficiency and
thus enables companies to operate at lower costs

and reach a higher profit margin. In order to test this
hypothesis, regression analysis was used to determine
the relationship between different parameters, using a
sample of 38 companies for which we could find EBIT
(Earnings before Interest and Tax) margin values from
publicly available sources.

Similar to our findings from last year, the results
of the analysis suggest a relationship between a
company’s Accenture Digitization Index score and
its EBIT margin, and indicate a 10-point increase
in the Accenture Digitization Index score (out of a

maximum of 100 points) can be associated on average Our Study ShOWS that a

with a 1% additional EBIT margin for a company. This

analysis indicates a positive and statistically significant 10-p0int increase in the

relationship between the Accenture Digitization Index

and the profitability of a company (see the Regression Accenture Digitization |ndeX
Analysis section in the Appendix for more details). .
score can be associated on

This finding highlights the fact that digitization is

also important from a financial perspective. average with a 1% additional
F le, h [ i .
T billon TRY is expected o generate on average EBIT margin for a company.

an additional annual EBIT amount of 10 million
TRY compared to its peers, whose Accenture
Digitization Index score is 10 points lower.




ACCENTURE TURKEY DIGITIZATION INDEX 201

CHALLENGES DURING THE
DIGITIZATION PROCESS

Ithough digitization is inevitable, it is not
an easy process. First of all, it requires
the awareness that digitization is more
than implementing the technology
and necessitates a deeper transformation that
resonates with the whole organization and
should be ingrained into a company’s culture.

As in the 2015 study, in order to understand the

level of readiness of Turkish companies for digital
transformation, interviewees were asked to rate their
companies’ readiness. According to the results, only
55% of Turkish companies felt completely ready for the
digitization process by indicating a score of 4 or higher
on a scale from O (strongly disagree) to 5 (strongly
agree) that their company is ready for new opportunities
and the risks from the digitization trend (Figure 6).

When we examine the challenges Turkish companies
face in the digitization process, the interviewees
ranked the issues of agile decision making, regulations,
organizational culture and financial fund allocation at
the top of their lists (Figure 7). In addition, we observed
that companies in particular assessed the lack of

talent and resources as a more significant obstacle as
compared to the previous year. Nevertheless, this issue
is globally considered to be one of the main obstacles
in front of digitization like in Turkey. Although the
digital natives have joined the workforce, studies show
that a lack of skilled workers that can help implement
digital transformation is at a critically low level, and
approximately 40% of global companies are having
trouble finding suitable talent to employ in this field.”®

6

How much do you agree with the statement, “Our company
is ready for new opportunities and risks raised from the
digitization trend?”

n =100 (number of respondents in 2016)
(0: Strongly disagree 5: Strongly agree)

4.5 _ 55%

59%
-4 (35
2.3 M 6%
12 [ %,
Ol r %
m2016 2015

Figure 6: Readiness of the Companies for New
Opportunities and Risks from Digitization

Of the following obstacles, which are most prevalent in
preventing your company from effective use of digitization?

n =100 (number of respondents in 2016)

(Respondents who rated an obstacle higher than 3 on a 0-5
scale where more than one answer was allowed)

Agility & Decision
Making Process

Regulations
Organizational

Culture

Financial Fund
Allocation

Belief in Financial
Contribution

Coordination
Among Departments

Skills & Resources
Organizational
Targets

Information
Security

Past Project
Experiences

6%
6%

Top Management
Support

m2016 2015

Figure 7: Obstacles Preventing Effective Use of Digitization
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Of the 106 total
companiesin this year’s
study, 23 achieved a
score equal to or higher
than 81%, earning them
the title of Digitization
Pioneer.



DIGITIZATION

PIONEERS AND THEIR
CHARACTERISTICS

ompanies with an Accenture

Digitization Index score of 81% or more

(a standard deviation on top of Turkey’s

average score of 61%) met a significant
number of requirements for a successful digital
transformation journey and have thus been
deemed a Digitization Pioneer. Of the 106 total
companies in this year’s study, 23 achieved a
score equal to or higher than 81%.

Many Digitization Pioneers were identified from
the Financial Services and Retail industries.

Yet, the appearance of companies from various
industries on the Digitization Pioneers list
demonstrates that companies, irrespective of
their industries, have the potential to reach
higher levels of digital maturity. Therefore, while
giving recommendations to Turkish companies
to increase their digital maturity, we highlighted
the areas in which Digitization Pioneers stand
out compared to other companies.

The Accenture Digitization Index elaborates on
factors that are needed to be successful in the
digital transformation process, and illuminate
the primary differences between Digitization
Pioneers and other companies.

According to the Accenture Digitization Index,
the key characteristic of a Digitization Pioneer is
their awareness of the necessity to keep up with
digital transformation, given the developments
in the digital world. Digitization Pioneers are
aware that digitization is not a choice, but

an action that must be taken, and-as-soon-as.
possible, to maintain their competitiveness. This
is reflected in their strategic plans, operations
and customer relations.

In order to highlight common characteristics of
Digitization Pioneers, we conducted our analysis
across three dimensions in the Accenture
Digitization Index.
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DlGITAL STRATEGY Under Digital Strategy dimension, the digitization

maturity of companies is based on a couple of key
The Digital Strategy dimension shows to indicators. These indicators, which constitute the

. ele . . . . essential elements of Digital Strategy, are as follows:
what extent digitization is integrated into g 9

a company'’s strategy towards achieving Prioritization: means that the digitization concept is
its objectives and goals. considered to be one of the most essential components

of a company’s corporate strategy. Companies should
regard digitization as a primary objective, and secure

n a world where the digital economy constitutes the commitment and support of top management to

one-fourth of the global economy, the success of that effect.

a company will rely on a digital strategy that will

accelerate adaptation to digitization and increase Creation of a roadmap: refers to the planning of the
their competitiveness. In order to assess a company’s implementation of a digital strategy, and its relation
Digital Strategy score, the Accenture Digitization Index to the overall corporate strategy. During this phase,
focuses on two criteria with 11 underlying indicators: necessary initiatives and steps, allocated budgets and

required changes should be planned in detail and the

iming an ration of h proj houl larified.
e O G A e e timing and duration of each project should be clarified

strategy reflects digitization as a Setting of performance goals: refers to performance
relevant industry trend and how it tracking of projects and initiatives developed within
prioritizes digitization. the scope of digital strategy. By assessing the progress

of projects against the plan, their completion within
the allotted period and their achievement towards set

Objective Refers to what extent a company's goals, companies should set performance objectives
strategic objectives reflect for departments and employees.
digitization.

Calculation of returns: The correct calculation of
returns for the projects and investments, which were
made within the scope of their digital strategy, is vital in
order to assess the success of the digitization journey.

When the performance of Turkish companies in the
Digital Strategy dimension is examined, we observe
that many companies prioritize digitization, which is 100% 100% 100%

: S ) 96% o
then reflected in that company’s objectives. (Figure 8) 59, g79 9%
79% 247 79% 76%
72% 70% "
Digital 67% 96%
Strategy 703%
98%
Trend

Prioritization Creation of a Setting of Calculation of
Digital Roadmap  Performance Goals Returns

96% W Digitization Pioneers Other Companies M Average
Objective

Figure 9: Major Strategy Actions Taken towards Digitization

¥ Digtization Pioneers 1 Other Companies W Average According to the Accenture Digitization Index, most

Digitization Pioneers in Turkey have managed to

Figure 8: Digitization Pioneers’ and Other Companies’ Digital integrate digitization into their corporate strategy and
Strategy Performance all of them have created a roadmap for the execution of
their digital strategy. Although the creation of a roadmap
is an area where other companies have performed well
in the digital strategy dimension, it has been observed
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that these companies lag behind in setting performance
goals and calculation of returns when compared to the
Digitization Pioneers. Yet, the correct calculation of
returns obtained from a company’s investments and an
evaluation of the teams working towards that purpose
based on this calculation are very important in order

to identify which digital action contributes more to
productivity and profitability (Figure 9).

Most companies that
participated in our study have
integrated digitization into
their corporate strategies and
have created a roadmap for the
execution of their respective
digital strategies. However, in
terms of setting performance
goals for digitization initiatives
and calculating their returns,
Digitization Pioneers stand out
compared to other companies.

O,
Building an R&D Department 83%

Collaborating with 91%

Research Institutes

Collaborating with Start-Ups

Building a Digital Start-up/ 87%

Department
Getting Professional 9%

! 5%
Services 79%

M Digitization Pioneers
M Average

Other Companies

Figure 10: Strategic Actions taken to Support Digitization

In order to promote digitization, companies may
set up new departments within the company

or hire external professional support. As can be
seen in Figure 10, Digitization Pioneers stand out
from the other companies with regard to this.
Digitization Pioneers have implemented changes in

ACCENTURE TURKEY DIGITIZATION INDEX 2016

the organizational structure, such as creating R&D
departments, in order to keep up with digitization,
as well as have created a digital ecosystem by
collaborating with various stakeholders such as
research institutions and start-ups. In this way, they
acquire new capabilities required for digitization,
and also take full advantage of open innovation.

An initiative taken by a prominent Turkish bank may
set an example for offering customers new services
and experiences by creating an ecosystem. In order

to rectify issues that customers may experience
during online shopping with e-commerce companies,
the bank-in-question has developed a platform that
integrates technology start-ups in finance industry into
its ecosystem. Thanks to this service, for the first time
in Turkey, money transfers for payments/transactions
for e-commerce, online gambling, ticketing, city-card
or other pre-paid card applications could be made
instantaneously, securely and smoothly via consumers’
bank accounts without sharing their card information.
This also enabled customers who do not hold a credit
card or those who do not wish to share their card
information, to shop or conduct transactions securely.
Moreover, customer satisfaction has increased through
a better shopping and transaction experience.

Digitization Pioneers also establish dedicated project
based departments/teams working on this subject and
are actively fostering innovation in their organizations.

Samsung, one of the global technology companies,
has developed a program, C-Lab, where employees
are invited to compete against each other to submit
great ideas. C-Lab is a platform on which innovative
ideas are discussed and evaluated. The winner of
this competition is awarded a one-year-leave in order

to execute the idea, and is given a small team to

help realize the idea. This program has enabled the
company to develop a new generation of products
such as a refrigerator that sends an SMS if the door is
left open, or a washing machine that operates when the
electricity rate is at its cheapest.

Creating a digital ecosystem
helps companies gain the
capabilities necessary for
digitization and reap the full
benefits from open innovation.
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DIGITAL SERVICES

The Digital Services dimension assesses
the digitization of a companies’
products, solutions and services as

well as the associated functions. The
extent to which companies digitize
their interactions with their customers
before, during and after the sales also
contributes to this assessment.

nlike conventional customer relations,

customer relations in the digital world is not

solely limited to the moment when goods or

services are purchased, and it continues to
exist in a more comprehensive way. In this continuous
and mutual relationship, the efficient way of meeting
customer needs depends on the actions taken in the
Digital Services dimension.

The Accenture Digitization Index focuses on five
criteria that covers 58 indicators in the Digital Services
dimension to evaluate companies’ maturity.

Product & Extent to which the company offers
Solution digitized products and solutions as
well as tracks and analyzes customer
behaviors through data generated by
these products & solutions

Service Capabilities in offering digital
services

Interaction

Capability of the company to use
digitization in its interaction with the
customers

Sales Extent to which the company offers
Functionality customer-facing sales/order-specific
digital functionalities

Service Extent to which the company
Functionality offers digital functionalities that are
specific to after-sales services
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When we examine the performances of Turkish
companies in the Digital Services category, we see
that Digitization Pioneers, with an average score of
88% (Figure 11), are highly successful in this area.
When three dimensions that constitute the Accenture
Digitization Index are taken into consideration, it
appears that the greatest gap between the Digitization
Pioneers and other companies is in Digital Services.

When three dimensions
constituting the Accenture
Digitization Index are
examined, the greatest gap
between the Digital Pioneers
and other companies
appears to be in the Digital
Services dimension.

. 88%
D\glt»al 4%
Services

Product &
Solution

Service

Interaction

Sales
Functionality

Service
Functionality

M Digitization Pioneers Other Companies M Average

Figure 11: Digitization Pioneers’ and Other Companies’ Digital
Services Performance

The five criteria that constitute the Digital Services
dimension, Product & Solution, Service, Interaction,
Sales Functionality and Service Functionality represent
the customer-facing capabilities of a company.

The digitization steps in this regard ensure a better
customer experience and improves areas where
customer interactions occur. Therefore, all these should
be addressed within the customer lifecycle stages.




DIGITIZATION IN THE STAGES OF
THE CUSTOMER LIFECYCLE

n order to better analyze the impact of Digital
Services capabilities, we examined the customer
lifecycle in four stages and identified where
Digitization Pioneers stand out from the other
companies. To best examine these four stages,
we mapped the suitable indicators of the study to
the relevant customer lifecycle stage. Since some
indicators concern more than one stage, these were
evaluated more than once when it was necessary.
In this regard, we examined 38 indicators at the
Information/Attraction stage; 15 indicators at the Sales/
Shipment stage; 6 indicators in the Usage stage and
finally, 24 indicators in the After-Sales Services stage.
As a result, when the highest scoring companies in
Digital Services dimension were examined, it was
observed that these companies are also the ones which
offer the best experiences to the customer throughout
the entire customer lifecycle.

The key to the success of
companies in the Digital
Services dimension is how
they build their Digital Services
in a way that offers the best
experiences throughout the
customer lifecycle stages.

Information/
Attraction

After-Sales
Services

84% 85%
76%

80%

Information/Attraction Sales/ Shipment Usage

M Digitization Pioneers Other Companies M Average

Figure 12: Digitization in the Customer Lifecycle Stages

After-Sales Service
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» INFORMATION/ATTRACTION

his refers to the stage when companies promote
their products and services through various
digital capabilities. A nearby restaurant that
extends a real-time offer to a potential customer
by using cell phone location data is a good example of
this. Tracking customers’ behaviors on the internet and
taking relevant actions is another example of this.

An automotive company that participated in our study
launched a project entitled Mobile CRM and Lead
Management after identifying a loss in sales that was
due to a lack of a more rapid response to inquiries
coming from digital channels such as the dealer’s
website or social networks. With this project, the

company integrated the leads from digital channels
into its sales processes and ensured easy management
of various pre-sales and after-sales activities such as
test drives, follow-up calls and offer development. After
launching this project, the sales conversion rate of
sales leads coming from digital channels, increased by
around 60%.

The case of the aforementioned Turkish automotive
company demonstrates the direct impact of digital
capabilities on attracting customers and turning
opportunities into sales. Although the numbers
are striking, for many Turkish companies, there is
still room for improvement in making use of digital
capabilities at this stage. The average digitization
score of Turkish companies in the Information/
Attraction stage is 50% (Figure 12). With a score

of 84%, it seems that Digitization Pioneers are
much more successful in attracting customers

by making better use of digital capabilities.

When we examine digital marketing, an
important topic in attracting customers,
more closely, we face a similar situation.
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»» DIGITAL MARKETING

arketing tools and channels are changing

together with digitization. Companies’ ability to

know their customers and influence customer

attitudes is becoming more important than
ever. In an era when more than 60% of Turkey’s population
has access to the internet, online experiences are among
the top factors which influence customer decisions.® A
research published by AdAge shows that the impact of
social media on customers’ purchasing decisions can be
as high as television commercials.®

100% 100%

gs% 7 86%
70%
50% 46%
21% I

Basic Digital Marketing Segment-Based Personalized
Digital Marketing Digital Marketing

M Digitization Pioneers Other Companies W Average

Figure 13: Companies’ Digital Marketing Capabilities*

*Based on data for 56 companies that are in direct interaction
with their end-users

When Turkish companies’ digital marketing performance
is examined, it becomes clear that the gap between
Digitization Pioneers and other companies is widening
with respect to segment-based digital marketing, even
though the use of basic digital marketing capabilities is
more widespread. When it comes to personalized digital
marketing capability, a relative decrease in the score of
Digitization Pioneers appears. However, only 21% of the
other companies (Figure 13