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Goldas (pronounced “Goldach™), A.S. was a Turkish-based manufacturer, exporter
and importer of fine gold jewelry. such as rings, necklaces and bracelets. With
2001 sales of $181 mullion and total assets of $56 million, Goldas prided itself on
being the first and only publicly-held jewelry company on the Istanbul Stock
Exchange (ISE). With more than 30,000 different products, about 40 per cent of
total sales were exported to 31 countries including the United States and Germany.
The company had one production facility, which was in Istanbul, Turkey. Goldas
Pazarlama (marketing) A.S. was a separatc marketing company with 10 retail
facilities, Seven of these 10 stores were in Turkey while the other three locations
included Germany and the United Arab Emirates. Goldas had representative
offices in New York and London, and, in 2002, representative offices were also
opened i Dubai, Dusseldorf and Moscow. Both Goldas AS. and Goldas
Pazarlama A.S. belonged to Goldart Holding A.S., which consisted of marketing,
manutacturing. refinery. mining and trade.

CGoldas had set a goal of having 100 stores in Turkey and abroad by 2006. Cctin
Binatli. the company’s international relations director, wondered what strategies
could Goldas use that would best fulfil this ambitious goal, and how could the
company {inancially underwrite this strategy? Would internally generated funds be
sufficient. or would Goldas need to create partnerships with other foreign
investors? And if so, what kind? Should Goldas open its own stores, should the
stores be franchised, or should the company attempt 1o acquire some type of chain?
Goldas was also studying the feasibility of opening another manufacturing plant in
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a different country in order to reduce the in-country nisk ol Turkey, but which
country should it be? At one time, Goldas had considered opening a manufacturing
lacility in Tsrael. Was the timing right for such a strategic move, or should Goldas
concentrate first on its goal of 100 new retail locations by 20067

COUNTRY BACKGROUND

Turkey was a fascinating country with more than 1% civilizations that dated back
thousands of vears. [Hittites. Phrygians, Urartians, Lydians, Greeks and Romans
were just a few among the many civilizations that once roamed the rolling
landscape. However. the history of modern Turkey began on October 29, 1923,
with the revolution and the creation of the Republic of Turkey. This was
accomplished through the leadership of Mustafa Kemal Atatiirk, the “Father of the
Turks.” who transformed and secularized the country.

Turkey was the successor to the Ottoman Empire, which started in the late 15th
century. but was slowly dismantled throughout the 19th century through wars and
bv the Allied powers during the First World War when the Turks sided with
CGermany. From the despair of the First World War, Mustafa Kemal Atatirk
emerged as a new leader for Turkey, and he quickly realized the need for a new
tvpe of government. one more democratic and more secular than had previously
existed.

From 1923 to 1929, the Turkish government focused on reducing illiteracy,
latinizing the language. nationalizing the economy and working to decrease the 80
per cent dependency on agriculture as a primary source of employment. Some
foreign capital was encouraged in the areas of construction and railways. This
tocus changed during the world depression years of 1929 to 1939, when the
emphasis shifted to protectionism, nationalization of forcign firms and the building
up of financial institutions. The Second Five Year Plan of 1936 added mines,
facilities in natural resources and other heavier industry, but the Second World
War interrupted this development. During the war vears of 1939 to 1945, the
government engaged in a major land reform effort that happened against the
wishes of Turkey’s largest landholders,

During the Second World War, Turkey remained neutral until 1945, when it joined
the Allics and subscquently became part of the United Nations.  Turkey was
admitted into the North American Treaty Orpanization (NATO) in 1952, From
1947 to 1962, Turkey received funds from the Marshall Plan to mechanize
agricultural ocutput. Strong encouragement of foreign capital investment began in
1954, while 1963 to 1979 saw rapidly growing international debt. Since 1986,
Turkey has been an associate member of the Luropean Union (EU) and had
applied for full membership.
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In 2002, Turkey’s economy stull had a strong 40 per cent agricultural base. Other
industries were clothing, textiles. ceramics, food processing, automobiles, mining,
steel. petroleum, construction and glass. About 18.7 per cent of Turkey’s exports
went to Germany while 1.4 per cent were directed to the United States. Turkey
was highly dependent on o1l imports. Nevertheless, the country continued to
struggle with an inflation rate that had hovered around 40 per cent for 20 years.
For example, the U5, dollar (US) to Turkish lira {TL) was US$1 to TL81.405 in
1996, but by 2002, it was USS1 to TL1.600.000. The Turkish economy was not
helped by the 2001 economic cnsis when, overnight, the Twkish lira was
devaluated by 80 per cent.

In terms of demographics, in 2002, Turkey had about 70 million people in a land
space approximately the size of Texas. Seventy per cent of the population was
under the age of 35. While the country was secular withoul a state-supported
religion. 98.8 per cent identified themselves as Muslim with less than one per cent
as Jewish or Christian. The two primary ethnic groups were Turkish (80 per cent)
and Kurdish (20 per cent). Turkey had 53 government-funded universities and 19
private trust-funded universities; students were admitted through a central
placement system. On the university campus and elsewhere, the Turkish
population dressed casually i westem-style clothing.

According to literature provided by a Turkish-U.S. trade association, Turkey was
“one of the 10 largest emerging economies, has great resiliency. . . . is a long-term
trading partner with the United States . . . and is one of its most trusted allies.”
lurkey helped the United States by playing a major role in the 1991 Gulf War.

HISTORY QF GOLD JEWELRY IN TURKEY

Gold has a history dating more than 4,000 years, and gold jewelry found in the
remains of the civilizations that inhabited Turkey 1s as beautiful today as the day 1t
was created. Gold 15 a prectous metal that never tarmishes and that has a
malleability. allowing it to be ransformed into incredibly magnificent pieces.

The majority of gold used in antiquity was extracted in Egypt, Anatolia (the Asian
part of Turkev). South America and India. The methods of extracting and puritying
the gold can be seen from the interpretations ol wall paintings and from the books
that have been discovered from the writers of antiquity. Gold 1s located in the veins
ol old rocks. or as these veins break up. grains of gold can be carried along by river
streams.

With their genius, the Romans developed the amalgamation technique for
obtaining gold rather than panning for gold in riverbeds. In this process. sand
mixed with gold or ground quartz rock containing gold ore was mixed with
mercury. The gold settled into the hquid mercury, forming an alloy. This alloy was




































