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Five major business drivers are expected to shape the world in
the upcoming years

Macro drivers and sub-drivers shaping the future

Natural
resources

Globalization Technology Demographics

Moderate and uneven Increasing New paradigms in

global economic environmental issues product design Rise in global population Increazlicgéiotnsumer
progression and concerns manufacturing y
Reorganization of the Volatile commodity Path towards higher Aging population in New models for
supply chain markets production flexibility developed countries consumer engagement
Easy access to Increase in raw Continuous research for Global urbanization New consumer
information/knowledge materials prices new technologies trend segments
More inclusive D(_actreas_(;: In energy IncI;_eagn? |mp§ rct:arlsce Of Changes in workforce New era of squeezed
lobalization INtensity across 'g Lata and Lyber structure profitability
9 countries Security

How to drive innovation within this macro-trends best ?

Source: A.T. Kearney Global Business Policy Council Strategic Foresighting Team
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Turkey has set the 2023 vision to establish its economy in the
global premier league — challenged by flat neighboring markets

GDP growth rates breakdown by country

Real GDP growth rate Real GDP growth rate
(2008) (2013)
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Source: The World Bank, A.T. Kearney
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These targets are challenged along three inter-related key
pillars

Challenges towards 2023 targets

* Limited product variety offered by
Trade domestic industry

Export ambitions imbalance
drive the need for

Consequently,

* Imports rising faster than exports, export volume

resources, raw HgE/erins, 2 e St increases cannot
materials and always be
energy translated to
value
Limited access to Current manufacturing Increases
these resources capabilities limit both
drive import of domestic product variety
intermediate goods and value add in exports

Efficiency issues further
drive resource needs 3

Limited * Limited technology, know-how and

« High import dependency on scrap capability infrastructure (labor competency,

(~70%) and lack of influence on prices along quality standards, education, research
faculties, innovation,...) availability

Insecure
access to
resources,

raw * Dependence on four countries for selective

materials energy supply: Russia, Iran, Algeria parts of - Limited modularity, missing value
R el 2nd Azerbaijan value chain elements and lack of inter-
chain industry integration

Domestic businesses
are then even more
dependent on external
inputs, also challenging

Source: A.T. Kearney net exports
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Turkey’s growth ambition requires a significant uplift in value
per unit exported

Export unit value and volume comparison Metals industry - Example
Export unit values in selected countries Export volumes of selected countries
(US $/kg, 2009-2013) (mn units, 2009-2013)
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TIM has started to launch several initiatives to improve innovation driven

exports

Source: Trademap, A.T. Kearney
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Further R&D investment and efficient innovation management
are key

Innovation metrics analysis by country

WS R& D expenditure

Countries
Turkey
= uUs
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®; South Korea
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China
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BB Mexico
== India
B Indonesia

1. Balance of Payments of charges for use of intellectual property

(% of GDP)

Source: Global Innovation Index 2014, A.T. Kearney
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With translation of increased R&D expenditure on innovation,
Turkey can ensure achieving 2023 vision targets in GDP

R&D S pen d In g an d G DP per Caplta m ap O Bubble size represents GlI* (2014)
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2. R&D expenditure is aimed to be increased to 3% by2023 . . .
Source: World Bank, A.T. Kearney . Low income spenders . Low income economizers
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Translation of this increased expenditure to value can be achieved by
a solid innovation strategy, covering macro and micro elements

Multi-level strategy building for implementation

* A high-level strategic framework to define strategic direction for building
innovation capabilities to drive competitiveness and enable 2023 targets

» Guideline to regulate and align innovation capability building efforts

L across industries to avoid fragmentation and ensure unified vision

Strategy

* Macro level innovation strategy translated into industry specific
strategic requirements

Micro-Level
Industry Innovation * Alignment with future industry trends and technology evolution
Strategies o : .
* Industry-specific and cross-industry action plans to ensure
competitiveness and targeted growth by 2023
» Execution of innovation strategy actions to
boost effectiveness of export strategies across
Automotive = Electronics Aviation selected key industries:
— Policies
— Subsidizations
Steel Plastics — Trainings

Source: A.T. Kearney
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At the same time “InovalLIG” has been launched to strengthen
the innovation management competence in Turkey Y

Assessment dimensions in InovaLIG project UG/EZvasyon
.. | Liderleri
Description
. e Innovation c Innovation strategy
1 "novation . Visi d strateaic f . i
strateay results ision and strategic focus on innovation
* Implementation of strategy
Innovation e Organization and culture
organization * Roles and responsibilities
and culture + Organizational structure

» Organizational culture and climate

Innovation life cycle processes
Innovation life * Idea management
e cycle management * Product/Service/Business

Model/organizational or Process

Development
Product/ service/

_ » Launch and Continuous Improvement
mf:l?l(:lze- business model/ Ccl)_r?tl:r?ﬁgils e Enabling factors
et organisation/pro- . ing
cess development mprovemen * Project Management
* Human Resources and Incentives
Enabler, e.g. Human Resource Management, IP-/Knowledge * IT and Knowledge Management
Management, Project and Program Management, Controlling, e Innovation results
and IT

~460 companies participated to the debut year of the competition, and have

been competing across 5 dimensions of innovation management

Source: A.T. Kearney
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InovaLIG - Inovasyon Liderleri Odul Toéreni — 6 Aralik 2014

N 1A
ABDIIBRAHIM mafﬁell/( KDRD%GLDBAL L, “;“‘I'novasyon

| Liderleri
G)_ inovasyon Strateijisi

7 (1. e
Hstudio
INCI AKU r1-BASE
inovasyon Organ 3|Ba rakavo
Kultlru

lEt

NNNNNNNN

a,

| |BERDAN CIVATA S
o[ T —— N
TEB  Z3nir VESTEL %
® arg ﬂlw
@7 YapiKredi

11
OTIIDI'ES inovasyon Kaynaklari inovasyon Déngiisii

BRi% DenizBank & ?

[ inovaliG ilk 25 I inovaLiG ortalamasi (178 sirket) Avrupa ortalamasi




inovaLiG — Increasing competitiveness through innovation competition

ATKearney €IDEWK [TIM::

While companies in Turkey are in key categories on peer level
with EU markets, the impact has more upside opportunities

Comparison of top 25 companies and average ]N i/

LI ‘;‘I'novasyon
| Liderleri

In novag?)g /strategy
0

Biggest gap is in -
translating - -
innovation into (
results \ Innovation % Innovation organization and
\ results culture
N\
~
~
~
-~y
I Turkey’s top 25
I All inovaLiG participants
0 . 4 47 ""
Enabling _
f Innovation life cycle processes
actors

International Innovation partnerships could offer attractive opportunities to

leverage joint opportunities in Turkey

Source: A.T. Kearney
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A.T. Kearney is a leading global management consulting firm with offices in more than 40 countries. Since
1926, we have been trusted advisors to the world's foremost organizations. A.T. Kearney is a partner-owned
firm, committed to helping clients achieve immediate impact and growing advantage on their most mission-
critical issues. For more information, visit www.atkearney.com.
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