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Questions & Answers on team #8 presentation: “Motorola and Telsim of Turkey”

by Jeff Chi, Jeff Chu, Alyona Dzumak, Jennifer Lu, & Mike Yoon

Q1
What happened to the family who owned Telsim? Are they in jail? 

The family is now facing possible seizure of assets frozen in the United States as well as assets in Turkey to compensate Imar account holders. 

Q2
How does a vendor borrow money from itself? Does it actually help them build a better credit rating? 

The vendor doesn't borrow money from itself; it lends money to a service provider (a client) who in turn will buy vendor's equipment. So basically the vendor buys its own equipment with its own money. The benefits of this is that the loan is written off as an asset and the equipment bought with it is written off as revenue.

Q3
How could Motorola have overlooked Turkey’s high inflation and political instability, and give them $2 billion in financing the same year Turkey’s currency was collapsing?

That's a good question. I guess they were relying on Telsim's power within Turkey and on the potential access to Turkey's growing market. I am sure that Motorola was aware of the risks but placed them lower on their priority list. 

Q4
Does or did Motorola have similar risk exposures in other markets in the world?

Telsim is not the only telecommunications company that Motorola has provided vendor financing to.  In 2000, Motorola also set aside $457 million in vendor financing to Nextel Communications.  However, in light of developments such as this, vendor financing has become scarce.

Q5 
Motorola is not just any start-up – they are a very powerful company w/ many resources. Why didn’t they think of any of the options you stated – i.e. insurance, background checks. Wouldn’t you expect that they would check on this?

That’s true, Motorola is a huge company and we’re sure that they did their homework. I think in the haste of the dot com period, they jumped into a contract that didn’t provide them with the best possible benefits. At the time, there were many companies who were interested in investing in Telsim, (Nokia and Motorola weren’t the only ones). Given the circumstances, they overlooked all the risk and underwent the investment in hopes of reaping great returns. 

Q6
Was there something in Turkey preventing FDI?

Yes. There were governement regulations regarding the telecom industry that allowed only a limited numder (3) of players to operate in that space. This privilage was sold off through government liscenses. However this does not mean that Motorola could not have formed a joint venture with Telsim since Telsim had a gov. liscence. 

Q7
Besides greed, why was FDI not used?

A part of the answer is the answer to question 6 and a part of the answer is the benefits of vendor financing, best way to inflate balance sheets.

Q8
Does nowadays exist a “safe” method of investing in emerging markets?


There’s no such thing as a “safe” investment. An investment is what it is because there is a certain level of risk involved. However, there are other methods one can invest such as foreign direct investment. Foreign direct investment is a key ingredient in economic growth. It can impact the host economy through a variety of channels: by adding to investable resources and capital formation; by transferring technology, skills, innovative capacity, and organizational and managerial practices between countries; and by accessing international marketing networks. Still, these positive effects may vary in their magnitude depending on the quality of the business environment in the host economy and the characteristics of the multinational company.
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