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Important notice

This report (“Report”) has been prepared by
Deloitte Danismanlik A.S. (“Deloitte”) for the
Informatics Industry Association (“TUBISAD”) in
line with the following scope and limitations.

The Report has been prepared solely for the
purposes to analyze the social and economic
impacts of e-commerce expenditures in
Turkey. The report cannot be used for other
purposes or with a different content, and
Deloitte assumes no responsibility for any
potential actions, including but not limited to
making decisions based on the content of the
report or the report itself or reporting to third
parties.

This Report is provided to be used exclusively
by TUBISAD, in compliance with the

principles of the agreement signed between
TUBISAD and Deloitte. Deloitte assumes no
responsibility, liability or function against any
third party or parties other than TUBISAD
regarding the Report and/or any content of the
Report.

The information in the report was obtained
from public resources and from the field
research designed for this purpose and
conducted by Akadametre, and references
are provided in the relevant sections of the
Report. Deloitte assumes no responsibility for
the accuracy or integrity of such information
and has relied on the accuracy and integrity
of such information without any verification.
Furthermore, the results obtained from the
analyses in the Report are based on the
information on the date of issue of the Report,
and they constitute no basis for any future
assessments.

No explicit or implied statement or guarantee
is made by Deloitte or TUBISAD or their
partners, employees, agents or any other
person on their behalf regarding the
completeness, precision or accuracy of the
information contained in the Report or in the
verbal statements made available, and no
responsibility or liability will be assumed for the
Report.

Intellectual property rights and other property
rights of the Report belong to TUBISAD, as set
out in the agreement, and all rights regarding
this Report are reserved unless explicitly
provided.

The Report is for informative purposes only,
and does not aim to provide financial or other
professional advice. Specific recommendations
in the Report must be considered based on
the circumstances of that time. In particular,
the Report does not constitute a basis for any
investment, participation or exit decision, or
the use of the markets or companies referred
in the Report. Neither Deloitte nor TUBISAD
shall accept any responsibility arising from
using (or not-use) the Report and its content,
or the actions or decisions taken based on the
use (or non-use) of the Report.

‘i;‘! e,




The transformative power of economy: e-commerce impact analysis | An overview of the e-commerce ecosystem in Turkey

Executive summary
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E-commerce, while allowing sale of products
and services online, has also created new
industries and business models, initiating
digital and operational transformations in
some conventional industries. This means
thatin order to present the macro impacts

of e-commerce, itis necessary to identify the
ecosystem that the e-commerce players affect
with their supply chain, and to define the
impact channels based on the components of
the ecosystem.
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In this respect, TUBISAD has drawn up this
Reportin collaboration with Deloitte Digital
with the aim of illustrating the e-commerce
ecosystem, reviewing the economic and
operational impacts of e-commerce from a
holistic perspective, and setting the stage for
sustainability discussions for a future where
e-commerce will work to approach the level of
e-commerce in developed countries.

In order to define the e-commerce ecosystem
and the impact channels in the most accurate
way possible, more than 20 face-to-face
interviews were conducted as part of this
study with different parties ranging from
marketplaces to e-payment service providers,
logistics companies, informatics firms, and
representatives from social media platforms
and public bodies.

The outcome of this study is the definition of
the e-commerce ecosystem that focuses on
the consumer with 8 main components, and
covers the significant portion of the Turkish
economy with all its sub-components.

Further, a collaboration was conducted with
Akademetre for a field research that have
reached nearly 1,800 consumers and sellers

in order to analyze the e-commerce behaviors
of consumers and sellers, which are the two
main components of this ecosystem, as well as
their expectations and how they are affected
by e-commerce.
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Supported with face-to-face interviews, an
extensive field research, secondary research
and data from ETBIS (e-Commerce Info
Platform), this Report is the first study that
illustrates the impact of e-commerce on
Turkey's economy on a macro scale.

In 2020, e-commerce accelerated above

the expected trends due to the Covid-19
pandemic, with a 20% increase in the number
of internet users engaged in e-commerce
compared to 2019. As a consequence, 3 in
every 4 internet users in Turkey became
e-commerce customers. Similarly, the
increasing e-commerce demand resulted in an
increased e-commerce supply in the economy,
and the number of businesses engaged in
e-commerce almost quadrupled in 2020.

E-COMMERCE IMPACT ANALYSIS, 2020
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Consequently, the e-commerce market value
increased by 66% in 2020, reaching TRY 226
billion. Though it is seen that the lockdown

and social distancing rules due to Covid-19
triggered an increase in e-commerce that
exceeded the expectations, Turkey was already
prepared for such a situation thanks to the
demand potential and the infrastructure it
developed before the pandemic. E-commerce
expenditures have grown in real terms with a
compound annual growth rate of 44% over the
past 5 years even in inflation-adjusted terms.

As aresult of all these developments,
e-commerce expenditures added up to 8% of
the household final consumption expenditures
in 2020, while the e-commerce market
corresponded to 4.5% of the gross domestic
product, and the e-commerce sales made from
Turkey, calculated by deducting the overseas
e-commerce expenditures of households,
corresponded to 4.3% of the gross domestic
product.

66%

Rate of year-on-year increase
of e-commerce expenditures

- 8%

] Ratio of e-commerce
expenditures to household final
consumption expenditures




Moreover, considering the e-commerce
sectors, most of which are retail, together with
their supply chains, domestic e-commerce
spending in 2020 has turned into a total
economic activity of TRY 478 billion and a gross
value added of TRY 253 billion, with a multiplier
effect on the economy, corresponding to 5.6%
of the overall gross added value in the country.

As a result of these impacts, e-commerce
expenditures provided employment
opportunities for 1.9 million people,
which corresponded to 7.2% of the overall
employment in Turkey in 2020.

With this method that is calculated based on
expenditures, e-commerce has the following
unquantifiable impacts;

* Consumer welfare through product range, low
prices, and ease of experience,

* Various market regulating impacts such as
increasing competition and efficiency, reducing
inflation, lowering search costs and effective
matching,

* Productivity by creating new industries and new
jobs or transforming existing industries.

In order to understand and analyze these
impacts to a certain degree, the Report
focuses on shipping/logistics, payment
services, and information and communications
industries, and identifies the 3 main industrial-
transforming impacts of e-commerce:

i.  Focusing on efficiency

ii. Creating new business models

iii. Widespread use of advanced technology

E-COMMERCE IMPACT ANALYSIS, 2020
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However, it is also necessary to focus on
sustainability to ensure that more consumers
can experience e-commerce, more businesses
can enter this ecosystem, and that the

growth in e-commerce and the reformatory
transformation in supply chain continue to
grow.

Metropolises, the driving force of gross
domestic product, are an element that
e-commerce focuses on for their consumer
potential, technological infrastructure and
business diversity. While the egalitarian value
proposition of e-commerce for sellers is “to
ensure that all sellers, regardless of their
status or size, can make sales in and even
outside the country”, many domestic small and
medium-sized sellers still face infrastructural
and logistic issues when it comes to integration
with e-commerce. On the other hand, in
communities where digital divide is high and
income equality is low, the value proposition
for “a shopping experience that is not location
based and that offers product range as well as
price advantages” poses the risk to increase
digital divide for people who already struggle
to access digital services and product range
due to income level.

Further, according to data from ETBIS
(e-Commerce Info Platform), only 8% of the
businesses that engage in e-commerce
activities in Turkey can sell through their own
platforms. Also in the field research conducted
as part of this study, e-marketplaces stand
out as the most preferred sales platform for
sellers (96%) and the most preferred shopping
platform for buyers (91%). Consumers prefer
e-marketplaces for reasons such as product
range and time saving while sellers use these
platforms because of ease of selling and a
broad customer range.

However, in countries with developed
e-commerce and digital maturity, it is seen
that the rate of e-commerce businesses using
their own platforms is quite high. For example,
this rate was 86% on average in the European
Union in 2019. In Turkey, the fact that SMEs

in particular have fallen behind in their own
journey of digitalization poses a risk against
developed competitors that have completed
their transformation with regard to brand
awareness, data analytics and competition.

On the other hand, with their strong network
impacts and economies of scale and scope,
e-marketplaces may create significant

barriers for market penetration and retention,
particularly for low maturity businesses. The
possibility of this situation turning into market
domination poses risks for competition in the
market, and can cause both consumers and
businesses to move away from the democratic
advantages of e-commerce. For these
reasons, businesses that aim for a sustainable
e-commerce strategy should be able to
cultivate a strong brand perception together
with e-marketplaces or on their own platforms,
and improve their service quality by processing
the data at hand or on their platforms; in
addition, relevant regulations for incentives
and legal regulations should encourage
competition, control market domination,

and protect the rights of consumers and
businesses.

Therefore, in order for e-commerce to
demonstrate sustainable development in

all cities in Turkey in an egalitarian way that
offers opportunities, the income per capita
should be more fair across the country, the
supply chain should expand in all regions,
technological infrastructure should become
viable throughout the country, and SMEs
should accelerate their digitalization journey
and be able to use their own platforms.

For the Digital Services Act that the European
Parliament has been working on for similar
purposes, some recommendations were
made last year for the e-Commerce Directive
EU. Focusing especially on data security

and the protection of competition, these
recommendations and similar studies

should be discussed in Turkey as well, and
recommendations suitable for Turkey should
be considered in the legal context, taking into
account the market regulatory impacts.
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