
Entry, 
Summit 
& Exit

in the Public Relations business

1



Prologue
I decided to write this book because  whenever I lecture, at Universities or in other 
contexts, there are usually three questions that come up afterwards:

“How comes a person with your background ends up in the PR business?”

“What is your greatest achievement as a PR Professional?”

“How did you manage to sell your business?”

Since they come up so often, I thought these are highlights worth passing on to others 
that are now where I have been in the past twenty years. Moreover, there are a few things 
I know now I wish I had known then; unfortunately, you rarely have the chance  of living 
your life twice, but I thought these  lessons could still be  valuable  for someone else, and 
therefore decided to commit them to paper bits.

Before  I entered the  Public Relations business, I had been in various roles in the  then 
exploding software  business with some degree  of success which was however limited by 
the  fact that in the  ‘90s there  was no real startup scene in Europe. Perhaps my life would 
have  been different had I moved to the U.S., but I cannot complain I missed an 
opportunity which - frankly - never came about.

However, I enjoyed the atmosphere  of the startup I did my best to create  work 
environments permeated with the sense  of excitement and creationist energy of a true 
start-up.

The  name of my fist “quasi-start-up” was Lotus Development Corporation (you may 
remember our flagship product, Lotus 1-2-3); before  them I had been with IBM and 
Olivetti, huge  multinational companies primarily selling computer hardware. But within 
those  organizations I was a software specialist: writing programs and, later, installing and 
maintaining them.

Initially I worked out of the  the  UK, and later I opened the Italian office. Although I liked it 
very much, after a while  I grew weary because  I was in Europe, and Europe  is not the 
place where things  are being created; I discovered that making a success of stuff 
invented elsewhere was not as exciting as inventing the stuff itself. 

Of course, life was very good: after all,  I was Lotus’ Country Manager for Italy at 31, a 
remarkable feat even after discounting the fact that the company was so young: once a 
prospective  client demanded to meet our Senior Leadership, so I asked to my boss who 
the  hell was our Senior Leadership, and his  (slightly sexist) answer was: “Anybody wearing 
a tie”.

Great years, sure. 80 hours  weeks, excitement, good pay. As they say we worked hard 
and played hard; I rose through the ranks and found myself in the top job in Italy, but at 
the  end of the day, when push comes to shove, you got to make choices and in my mid-
thirties, I felt the clock was ticking a bit too fast.

I had also realized that the reason Lotus was inexorably losing its battle  against Microsoft 
(I still remember very well when my direct manager -  the  tie-joke guy - called me to say 
that “There is no question that Microsoft is now bigger than us”) was only marginally due 
to a superior strategy and certainly not to a greater technical proficiency on their part: 
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Microsoft (like  Apple today) was vastly better than anyone else at connecting with 
consumers, eschewing the  near-sighted distinction between B2C and B2B and realising 
the only way to make a brand great is in the heads and hearts of consumers.

Lotus prided itself in not even trying to do this.

As I grew increasingly uneasy (because, despite the bitter field rivalry, I had understood 
Microsoft was right and we were wrong) I tried to parlay this into a job as Head of 
Communications either at European or, better, Global level.

Unfortunately my direct superiors saw me like  someone who brought in decent results 
and built great teams (something they didn’t want to lose) and felt what I wanted would 
be a sideways move which would not give me motivation in the long run.

Besides, when I tried articulating my vision about the  role  of Communications and 
Branding and how it had to change, I hit a brick wall: nobody understood, nobody 
supported me. The prevailing view became  that I would be the  wrong person in the 
wrong place at the wrong time.

ENTRY
At that stage, I can’t really say I decided to quit, simply because  I had no idea what else I 
could do; it was the  founder of the small PR company I was a client of, Myriam Koppel, 
who approached me about the possibility of joining them as a partner. 

I guess she, always a woman of great intuitions, had sensed I was looking for something 
else; besides she had great ambitions for her little  company, but felt she needed 
someone with more  international experience  because she, like me, thought that to remain 
focused on the Italian market alone would be a far too narrow platform.

As I discovered afterwards, she also felt I would bring a strong management experience, 
the  ability to understand numbers and efficiently run a profit & loss, so she made me  the 
classical “offer you cannot refuse” and in march, 1992 I left Lotus to become  a Partner at 
Image Time.

Image Time was then a small agency focused on the communications needs of high-tech 
companies: in the early Nineties personal productivity software was in full swing, PCs were 
becoming widespread in companies and networking was in its infancy.

Our client list was nothing but awesome: household names like  Lotus Development 
(which remained one  of our largest clients  for years, even after the acquisition by IBM), 
Wordperfect, Borland, Adobe, Oracle, JDEdwards, Dell, Siebel, IBM, Fujitsu, Nokia, 
Amazon, Cisco, Symantec - essentially, as long as  we remained clear of Microsoft the  only 
thing we had to worry about were the  mergers & acquisitions that from time to time 
culled a name from our sterling client list.

I always  thought that clients saw in us someone that thought as they did: a trait that to 
some extent was with Image Time also prior to me joining, but which accelerated mightily 
with my arrival.
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Our agency behaved and operated exactly as the in-house  communications department 
of our clients: no need to waste  time  to explain that complicated stuff to us, because  we 
understood right away. I remember we were  running our own in-house  education 
program to teach to our Account Managers and Executives what was an ERP system, 
alongside a bevy of other three-letter acronyms like SCM or CRM.

Our management software was largely self-developed, initially by myself alone, and later 
with the help of professionals: in 2000 we had four full time employees looking after our 
information system, as well as a large portion of the IT infrastructure  of the  international 
network of agencies we were a partner of. Most of our competitors had none.

However, I soon realized I didn’t know much about the business we  were  in. I had an 
experiential understanding of the needs (I had been a client after all), but I had never 
developed the professional experience needed to fulfil these needs. I could never be  the 
best PR person in our teams, so I decided I’d focus on making our PR stars shine.

This lack of direct skill in the business forced me  to be a team player because  there  was 
very little I could without a good team behind me.

But perhaps more importantly, I was sort of detached from day to day execution, meaning 
I could contemplate  the process and imagine  how this could be optimized or evolved. I 
could think ahead.

Sometimes I got the bullseye, sometimes I missed miserably. But more importantly, when 
coupled with people who knew how to deliver, I was part of a powerful team where  roles 
were never challenged and there was a genuine opportunity to shine  and excel for 
everyone: I never felt jealous of the successes of my team which I regarded as something 
else  than what I was doing, and my teams were  always stimulated by new ideas I 
managed to sell to our clients.

In practical terms the first task -  still don’t know if by design or not - that landed on my 
desk was to restore the Agency’ management system and profit margins.

By the spontaneous admission of my partners, until then the agency did not have any 
trace of financial management: of course  books were  properly prepared and taxes and 
salaries paid, but that was essentially it. No forecasting system, no profitability analysis, 
no time recording system existed.

Nobody could answer the question “How much are we going to make this quarter? This 
year?” let alone the next.

Investments were being made on the  basis of whether “they felt right”, personnel was 
added when the howls from the trenches became too loud.

Reporting to clients was ad-hoc and haphazard, and each team managed clients in 
whichever way they felt right.

As I discovered, the  agency had gone through wild profitability swings, creating a sense 
of insecurity that led to a lot of micromanagement and/or lack of (or excessive) 
delegation.

The  only one  cure for these ailments was rapid growth. When that didn’t come, neither 
did the profits.
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So, ironically for someone who did not really like this role, I got busy to redesign systems 
and controls  and developing (including, for the first couple of years, the actual coding) a 
complete Client Management and Activity Reporting System which I still regard as one  of 
my greatest achievements and, as  I saw when I started visiting other agencies around 
Europe, put us light-years ahead of most of our competitors.

1993 was the first year for which we  had a yearly budget, monthly reports and projections, 
we  had an investment budget and we hired people based on a plan rather than on 
emergency.

The  unrestrained spending power (I was essentially the only one who could control how 
much we  spent and where) meant that I had the  luxury of redesigning these systems 
without worrying too much about cost limitations. Besides, I was also my own developer 
and once I had designed and programmed a new module, I had total authority to impose 
its use throughout the organization.

Finally, I got to choose  the development platform, and I had chosen Lotus Notes, a 
platform that not only I knew very well from a technical standpoint from my Lotus days, 
but also that was ideal to support teams collaborating on non-numerical documents, 
which was exactly what we were.

I had become the archetypal back-office  manager. But the hunger for new business, the 
hunter instinct was more powerful than ever, a trait that none of my international 
counterpartes shared (bar a couple  perhaps) and which in some cases strained my 
relationship with middle managers  who had to live  with the  ever increasing amount of 
work I dumped mercilessly on their desks.

The  roles between myself and Myriam (the third partner, Adriano Albini, was focused on 
creative design and was feeling perhaps a little  sidelined) had clearly self-defined: she 
was the CEO, head of PR and of HR while  I acted as CFO, CIO, head of Business 
Development and International Relations.

This latter role  grew in importance over the next few years, because we  had realized that 
increasingly the  big brands seeked more uniform execution of their marketing and 
communications programs across that mysterious, complex continent they (being mostly 
American) did not really understand.

Our business was being challenged by the  big PR brands: even though we  offered far 
superior technical understanding of the  clients’ business, they themselves were  under 
increasing pressure  for more  uniformity and control: their manoeuvering space  was 
decreasing alongside their autonomy and we risked being perceived by those making 
decisions as a staple of the independent, anarchic situation they were trying to rein in.

So I devoted myself to develop what Myriam had already started to do: tighten 
relationships with like-minded agencies from all around Europe because  -  we  said - to 
tackle  Europe you need Europeans who understand Americans. The scene  was frothing of 
agencies but not all had this  vision and we  were  friends in particular with a  British agency 
called A-Plus, located in the outskirts of London.
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You can say that my experience  in living in the  UK as  I had done in the early times at 
Lotus, meant I understood the British mentality well enough to blend in effortlessly and 
the relationship became tighter and tighter. 

A-Plus was an equally successful agency, but although in those  years  they were  larger 
than Image Time, they were  a medium sized agency by UK standards while  we were in the 
Top Ten in Italy. They always suffered from that positioning and, in fact, in retrospect they 
were niched in a fatal middle ground that would eventually prove difficult to sustain.

In particular they suffered from brutal competition to keep their people, while we always 
were more  of a destination of choice. Those  differences nothwithstanding, we developed 
very close ties, to  the point I am still in friendship with Mike  Copland, the guy that in our 
eyes was always the “primus inter pares” (even though his colleagues Stan Woods and 
Jonathan Simnett would no doubt object to this  perception); in particular Mike, like 
myself, did not seem to be  a PR guy at all,  but was rather a professional manager, so I sort 
of felt him to be the closest for me personally.

The  basis  for our collaboration was very loose, but at some point the concept of an 
European network called Europlus came into existence: thanks to these  close ties, Italy 
was one of its  founding members and provided a lot of the drive and commitment to 
evolve it. Europlus grew all along the Nineties despite the  fact all it amounted to is a 
loose association which occasionally agreed to some common investment; we tried to 
build a narrative of “best of breed” independent agencies which could represent an 
alternative  to the  big household brands like Burson-Marsteller, Ketchum or Hill & 
Knowlton and to some extent we succeeded.

Being focused primarily on tech clients, we had to have a partner in the United States and 
in our case it was an East Coast agency called Brodeur; his founder, John Brodeur, was a 
like-minded fellow who set up his shop on the  back of the IBM Software account and 
developed it into a tech boutique based in Boston with a few other offices around the 
Atlantic U.S. - in fact, the  lack of traction by Brodeur in the West Coast was a source  of 
discussion for us Europeans, to the point I remember we  once went on a roadshow in 
Silicon Valley to illustrate the great wonders  of Europe  to people who, mostly, could not 
care  less about it. Another stereotype that demonstrated its foundation, it’s very hard to 
get Americans interested into something that lies beyond the ocean.

In that same trip we met a number of interesting West Coast agencies  but getting to 
know them a little  better ultimately reinforced our ties to Brodeur which on the strength 
of the relationship with us started calling themselves  Brodeur Worldwide, while we 
Europeans sort of agreed (in leaps and bounds) to add the “Brodeur” prefix to our names 
and in fact we became Brodeur Image  Time: culturally there was no doubt they were 
much more similar to us than any of the people in San Francisco.

However, Brodeur Worldwide was not a tighter concept than Europlus, also because  there 
was an important difference between us Europeans and Brodeur.

They had sold their Agency to a big American holding company a few years back, so they 
were living the life  of the  acquired rather than of the independent, although thanks to the 
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strong personal ties of John to some  key figures in the  acquiring group, Brodeur had 
retained its independent boutique status.

As for the governance  of Brodeur Worldwide, we  had something we  called a Board even 
though it wasn’t really a Board of Directors: in typical half-baked fashion, these people 
(among which I was serving) met every three month or so to discuss how business was 
going, even though, much to my chagrin, no true reporting was ever made, as nobody 
reported to nobody else  in a group of independent entities  as  we were. The  result was 
that, while I enjoyed the group and the discussion, there was a sense of not much being 
accomplished in these meetings as, at the end of the day, everyone  went back to their 
shareholders and figured out independently from each other what it wanted to do.

But of course, our geographical coverage  was not limited to the UK and the U.S. We had 
more or less every major European country covered: Germany, the  Netherlands, France, 
Spain, the  Nordics; we also had partners in Israel and the Middle East. Some of these 
connections evolved in personal relationships that long survived the business linkage and 
the vast majority of our common business was done in these territories.

The  folks in the  Netherlands in particular provided quite  a bit of the  overall network 
management, and were a powerful shaping force in the way the network was evolving.

So we had a solution, but clients were not buying it as much as we’d have wanted.

We had a few shared clients, but that share  of our total billings never amounted to more 
than 15% for any country, with possibly the  exception of the UK which acted as a sort of 
natural hub.

Ironically, the biggest ever shared win came through the work of a competitor.

In the mid-Nineties IBM decided to concentrate the  number of PR agencies it used; in the 
past, every little  business line had the autonomy of picking whiever agency they felt right; 
with the general reorganization IBM was going though under Lou Gerstner, they 
consolidated  in a handful of partners.

Pretty straightfoward stateside, but much more complicated internationally, so they 
decided to outsource the  solution to thi problem, and hired Ogilvy PR to design their own 
PR network: since Ogilvy did not have offices in Europe, their remit was to find the  best 
agency in each country and use it as the delivery arm of Ogilvy PR in that country.

The  agencies that were  part of Europlus got individually selected as the best in their 
countries and started working on the  IBM account, which in several countries  (including 
Italy) ballooned to be as much as 60% of total billings in many of those years.

Needless to say, we were  all worried sick about what would happen if we ever lost the 
account: in my case  this reinforced my fanatical dedication to the  satisfaction of the  Client 
and in parallel the belief we HAD to grow the rest faster than this huge account. In fact, 
having been at IBM myself, I had probably more  chances than anybody else to work well 
with them, even though Italy was certainly not the  center of the universe for both the 
network and the Client; all that notwithstanding, when IBM Germany poached our 
Account Director, I was asked to replace him, which I did for several years shuttling back 
and forth with Paris and London.
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The  IBM contract was important not only for its size, but also because it caused our 
current German partner to split from the  network because  they felt the account was too 
big and would lead them to change  the  nature  of their company; although I have 
remained in contact with at least one of the  partners there over the  years, I never asked 
him whether he regretted that decision.

To cover Germany therefore we  hastily teamed up with the agency IBM had chosen, the 
tech spin-off of the largest PR agency in Germany; nobody at there  understood much 
about tech, so the two managing partners Markus Hilse and Peter Gerdemann were 
allowed quite  a lot of freedom in running their little shop. To counterbalance this 
flexibility, however, they were run as a partnership, with the typical German situation of 
distributed shareholdings which drove a consensus-driven management style, but it was 
also majority owned by the same holding Group that had acquired Brodeur.

You may forgiven for thinking that the common parenthood may make  things  easier: in 
fact,  the  opposite  is true, as internal rivalries make  the governance  of mixed networks 
situations a headache to master, especially in tough times.

But as least as  our big Client was concerned, we were  whole  again, covering all major 
markets and achieving great results, and as a consequence IBM was throwing so much 
money at us we were struggling to staff the  projects, a problem that was only made worse 
by the need to win more “other” business to keep at least an idea of balance  as those 
other clients, too, needed people; I initiated a policy of furious rotations to avoid 
burnouts (of which we  had a few anyway) and we started doing crazy things like opening 
offices in cities away from Milano to reduce staff turnover.

In this context I was also coming to the realization that my children did not feel any 
inclination towards my activity and started thinking if this was really the long term solution 
for my career: the relationship between my two parters Adriano and Myriam was 
becoming more  and more  strained and it was clear that the agency was now a PR 
business with some creative work on the side.

Profitability was now pretty good, also by international standards, closing in on 20% profit 
before taxes while growing 20% - 30% year on year. We had just bought and renovated a 
much larger office, staffed up in Finance and IT. We  even had a dedicated HR person, 
something that back then no other agency had.
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SUMMIT
The Background
To understand how bold (and how risky) was the  idea and therefore  appreciate the 
courage of the client, you have to set your calendar back to the late Nineties:

• the "YouTube.com" domain name would not be registered for another 6 years

• Microsoft had just released Windows 98 SP1

• the dominant browsers were Internet Explorer and... Netscape Classic!

• none of the  nowadays ubiquitous Social Media platforms existed: nor Facebook 
(2004), nor Twitter (2006) even MySpace would not be online until 2002

• Apple stock traded in 1999 between $1,37 and $3,42 (adjusted for splits)

The  client was - predictably - IBM Corp. then exiting the phase  of their wildly successful e-
business campaign which had demonstrated how the  Internet was going to change the 
life of businesses and now seeking ways to demonstrate  how the Internet was going to 
change the life of everyday people.

The  idea was born during a conversation between myself and the then EMEA Director of 
the  IBM PR Account, a great friend and a fantastic pro by the  name of Robert "Bob" Lear 
from Ogilvy Public Relations.

I share  with Bob a passion for music and the  cultural heritage of Italy, and in particular, we 
are both lovers of Italian Opera; to  be honest, initially we did not even fully know if what 
we  envisaged (transmitting live video over the Internet - the  word “streaming” was not 
even in use, then) was technically possible, but after a tumultuous brainstorm and a 
couple of background checks we convinced ourselves it was doable.

What follows is the original concept paper that sold the Client on the idea:

Italian Opera

There are few things in the world of culture which are as 
strongly linked to a linguistic background and at the 
same time as international as Opera. However, one of the 
issues still facing opera enthusiasts worldwide - and 
especially those not living in fortunate areas like 
Italy, Germany or the U.S. - is the difficulty in 
attending world-class performance without breaking a 
family budget: while for a German or an Italian attending 
the Salzburg's festival or a performance in the San Carlo 
theatre in Naples is merely a matter of a few hours' 
drive, for almost everybody else it turns out to be a 
project requiring careful advance planning.
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The Arena Theatre

IBM has developed close relationship with many of the 
most famous Italian opera houses, among which there is 
the Arena di Verona, which certainly ranks in the top 
tier of Italian theatres, together with La Scala in 
Milano and the San Carlo in Naples; this year the Arena 
will open its season with Giuseppe Verdi's Aida.

The Arena di Verona was built during the reign of the 
roman emperor Augustus in 100 A.D. Today the Arena is the 
home of arguably one of the top three Opera Companies in 
the world, Verona' Teatro Filarmonico dell'Opera. The 
first opera festival was held in 1913, when Giuseppe 
Verdi's Aida was performed. The Arena di Verona - the 
center of Verona's annual opera festival which runs from 
late june to august - might well be the world's most 
spectacular setting for an operatic performance. It is 
certainly the largest operatic stage in the world with 
over 15 thousand seats !

The project opportunity

The Opera's ticketing entity, CariVerona Banca, and IBM 
have joined forces to allow opera lovers to buy their 
tickets easily and securely over the Internet; 
individuals can check ticket and seat availability for a 
given performance, and choose their preferred seat 
section online thanks to the latest in IBM's secure e-
commerce technology. Building on this relationship, it 
was possible to suggest the idea of turning the Opening 
Performance (obviously sold out already) into a next 
millennium event, by broadcasting it on the Internet.

The Internet event Internet technology offers us a great 
platform to present the world with a unique opportunity 
to enjoy music at a level they never experienced before: 
while we would never attempt to recreate the magic of the 
theatre lights, the smell of old chairs or the creaking 
sound of the stage planks, the project envisages a web 
site where visitors may:

• download the actual Opening Performance as it's being 
played, via audio/ video streaming

• read the libretto in synch with the music being 
played / sung

• read authoritative commentary by leading music critics 
on and about the actual performance

• send e-mails to the various performers and / or critics

• access non-event related background information, such 
as, e.g., players’ and musicians' biographies / 
pictures, etc.

• visit the Arena theatre via Panoramix technology
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• view touristic information on Verona and neighbouring 
region

• purchase tickets for future performance, souvenirs or 
merchandising materials.

To boot, this was NOT going to be a cheap project: its mid-six-figures budget was large 
even by IBM standards, and could only be  found at global level and involving other 
sponsors. Which took time: so much time, in fact, that the  green light did not come until 
May, 1999 while the opening performance was scheduled for June 25th, 1999.

The Project
What we  were hoping to do was to create  an event where  everyday people could 
experience how an Internet-enabled future would change their lives, and to do so we 
chose  one of the most difficult platforms: an Opera performance  on the largest operatic 
stage in the world.

You can read in the concept above what physically is the Arena: a huge, open air roman 
amphitheatre  used during the summer season to host theatrical performances which 
require unique  settings: the size  of the stage and the  fact it's open air require exceptional 
scenography, exceptional interpreters, an exceptional orchestra.

Performances at the  Arena are like no other performances and in fact, all of its 
productions are uniquely suited to this theatre and cannot be performed anywhere else.

Everything is grandiose at the  Arena: its  capacity of 15,000 dwarfs the audiences the 
Sydney Opera House  (5,000) La Scala, the Bol'shoy or the  Royal Albert Hall (2,200) and 
every year the Opening Performance ("la Prima") is sold out, usually well in advance.

The Key Players
But, frankly, much before  we  worried about how consumers would react, we needed to 
make sure we got the  Project off the ground. An operatic performance is  a diabolically 
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complex endeavour, made unbelievably complex by the fact you have almost 200 artists 
who in variable degree  control the artistic quality of the  final product. The  entity globally 
responsible  for all the  performances is  Arena di Verona Foundation, a not-for-profit 
organisation sponsored by a number of private and public entities.

The  Foundation defines the global program and allocates production budgets: among its 
key assets are the actual theatre, the  permanent 100+ strong orchestra and the army of 
carpenters, tailors, painters, electricians and engineers who create the staging and 
assemble  and disassemble  it every day during the season, before  and after 
each individual performance.

Then there  are  the  star performers: in this specific case, the Conductor of the orchestra  
(Daniel Oren), the  Director of the  theatrical staging (Pierluigi Pizzi) and the  lead singers: 
Aida, a Soprano (Sylvie Valayre), Amneris, a MezzoSoprano (Larissa Diadkova) Radames, a 
Tenor (José Cura) and Amonasro, a Bass (Leo Nucci).

Finally, the  exclusive  rights for the  broadcast of the  performance had been sold to 
national television network RAI: given the impossibility to duplicate RAI's setup of camera 
crews and production, an agreement had to be  reached so that we  could use  RAI's live 
feed for our purposes. For our project to happen, we had to convince all of these  key 
players that it would not lower the  overall artistic quality of their performance, but would 
somehow improve it.

But to do this we  still needed a story which would dovetail with the "making it better" key 
theme and they would not reject instantly.

The Story
Opera aficionados are  a finicky lot: like in many areas of culture, innovation and 
technology are  seen with suspicion if not outright hostility in an environment which prides 
itself in using instruments that are sometimes hundreds of years old: extolling the  virtue  of 
technology is like getting a violinist to trade his 1690 Stradivari for a Fender Stratocaster.

Plus, despite  our limitless faith in technology, we KNEW that the  technical performance 
was not going to be great.

Well,  bar that. Actually, we  knew it would be  awful: even accounting for the  then poor 
video resolution (even though HDTV with digital compression had started to appear in 
the  mid 90s in Europe and the  U.S., regular broadcasts  did not start until 2004) we could 
not even think of making the Internet performance better than the live one, by a long, 
long stretch. We needed to tweak the concept to make it believable that "the  use of the 
Internet would make people's life better".

It was easy to anticipate  the  criticism: "Technology destroys the  multi-sensorial 
experience of theatre  attendance" or "Technology takes all the nuances away: where is 
the  creak of the stage boards, where  is the  smell of dust, the  shadows of a theatre?" All in 
all, it was difficult to see  what technology was ADDING to a performance or to its 
televised viewing, therefore creating the case that would convince  all the key players to 
authorize our project.

There is  however one aspect that was  crucial to all these players: large  as it is, the Arena 
di Verona sells all of its tickets for the  Opening Performance  in a matter of days when not 
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hours. A lot of regulars purchase their ticket for next year's performance when they attend 
this year's.

Sales may not be NOT a problem, but ensuring fairness of access  is. So much of a 
problem that tickets  are allocated in batches reserved to special categories of public: 
people in Verona, people  outside Verona, Italians, foreigners, members of cultural 
associations and so on. Bookings regularly exceed the supply of tickets, indicating a pent-
up demand for the performance that could not be satisfied by even such a large capacity.

Sure, some of that demand is  linked to the glamour of the event itself: in the front rows of 
the  audience prime  ministers, dignitaries and other celebrities mingle  with regular folks. 
But a lot of this demand has to do with the emotion of the  performance itself; and what 
about the numerous opera fans who could not afford to fly half the world over for the 
event? Television viewing was only limited to those  having access to the broadcast as 
syndicated by RAI - despite being such an important event, its  appeal was limited to 
those  who enjoy hearing people sing -  mostly in Italian -  for two or three  hours. Not a 
mass audience.

Finally, there  are  those who would  not enjoy the full performance, but would not mind an 
excerpt or two. We  realized that the first thing that technology could add to the 
performance was to broaden its access.

But that was not all: not everyone is  a profound connoisseur of each opera, or of the  key 
performers; not everybody reads Italian (the language  in which many librettos are written); 
and even for those who do, understanding what is  being sung is sometimes hard, making 
following the theatrical action a challenge.

We imagined a scenario where someone could watch the  live performance and read the 
libretto, with an option to have it translated, follow the musical score, read the 
biographies of the performers as well as information about the  Arena and - ultimately - 
purchase  recordings as  well as  merchandising materials. In short, we  anticipated in 1999 
what is today a totally common behaviour of our kids when watching a movie in 
television.

Therefore it was clear we  could also add to the  performance by providing richer, more 
articulated content.

The  final area of improvement could maybe fit in this  second category, but I think it 
deserves a special mention. We all have  experienced how much an expert commentary 
can add to the visit of an art show: the  trained eye sees details that would escape  the 
inexperienced, and gently guide  the visitor to a much more  intelligent and profound 
viewing experience.

This is not unlike  what sports commentators do for us when watching a performance: they 
dig out the right statistics, comment performance comparing it with that of other athletes 
or of the same athlete  in other occasions, making sure we do not miss the highlights of 
the  event. This  is something that's completely impossible in a theatre, where the role  of 
the audience is completely passive.

For this event, therefore, we decided to add to our Internet event the expert guide of 
Angelo Foletto, then the classical music critic of national daily "la Repubblica", widely 
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recognized as one of Italy's leading music critics: as the performance progressed, Foletto 
would add his own commentary - simultaneously translated into english.

The project was given a name: 

to keep it in the same track as the  then familiar IBM e-business moniker, and a tag-line 
which is in itself an interesting story.

The  tag-line  which emerged during the inception phase (reflecting closely the key 
features outlined above) was:

Reach & Rich
which I personally thought was very nice  and compact; even I had to admit, however, that 
it had a major problem, as  it did not translate  well into Italian, a critical flaw not so much 
for the  end viewers, but for a "selling" phase  where  most of the key players we had to 
convince  were  Italian. After a little wrangling, being completed outnumbered I caved in, 
and we settled on an easier

What about the Others?
where  "the  Others" were  all the  people other than the hard-core opera fans that 
represented the current audience of the  performance  until now. "What about the 
Others?" became  the  default answer to all kinds of criticism and the rallying cry of the 
team pulling all-nighters to complete this project.

A selling job
We had our story: now we needed to embark in selling it to each of the players.

The  first key piece of the  puzzle was to convince the  Cassa di Risparmio, Verona's largest 
bank and most generous sponsor for the  Foundation; the Cassa is a very important  IBM 
client and once we won their enthusiasm they opened for us the doors of the  Foundation 
which in turn would grant us the attention of the key performers.

Moreover we knew that the  timing would become  even tighter as we  progressed: most of 
the  lead singers would only arrive days before the performance, way past our point of no 
return. To improve our chances, we  leaned heavily on the Foundation's  intimate 
knowledge of these artists: in fact through them we learned that the  Argentinian tenor 
José Cura was a technology enthusiast: we therefore  decided to make sure  he would be 
firmly on our side  before  contacting the  other singers, using his endorsement to appease 
the fears of other, less technology-prone artists.
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As timing was so tight, these interviews took place between rehearsals,  and one  of my 
memories revolves around me loitering in the half-built stage of the Arena for a few days, 
waiting for my fifteen minutes with one or the other of these key players.

 

Conductor Daniel Oren proved to be  no problem at all, while  Director Pierluigi Pizzi had 
appreciated some of the  work that IBM had done at La Scala and therefore was willing to 
trust us even though we had very little to show when we spoke to him.

Once the lead performers were sold on the  project, we used them to make sure the 
orchestra, the  choir, the  extras and the  technical personnel were  equally motivated to 
participate  (thank God without the need for individual conversations...) -  of course in all 
these dealings the fact we were  also heavily endorsed by the  Foundation carried a lot of 
weight, but I cannot count the times we  used our tagline  - "What about the Others?" - to 
respond to a question.

The technical setup
Again, you must remember what was the  state  of technology in 1999: blogs had been 
technically invented a couple of years before, but the word "Blog" itself had just 
appeared and was  certainly not in common use. Popular CMS platforms like  the ones we 
know today would not appear until later (Blogger - december, 1999; Wordpress - 2001; 
Typepad - 2003) so, essentially all of the infrastructure  of the website had to be written 
using plain HTML, mainly thanks  to the  work of the IBM.com technical team coordinated 
by Paolo Galli and Dicran Babayantz, who then worked respectively at IBM 
Communications and IBM.com.
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The  streaming system was ultimately provided by a young company - broadcast.com - 
which had been purchased by Yahoo! months before; I remember the negotiation with 
the  traffic police to allow their truck to be  stationed next to that of RAI to allow a physical 
cable to run from one  to  the other which beamed the video to the satellite  uplink which 
would feed it to the U.S.-based datacenter to serve viewers worldwide.

A funny small detail was that for their own programming reasons, RAI decided to delay its 
broadcast by six minutes, with the  result that our Internet video, even after all the 
bouncing on and off satellites was about five minutes ahead of the televised one, despite 
coming out of the same mixer in the Arena parking lot!!!

The  promotion of the event was another challenge. We did not have a dime to spend on 
advertising (as I mentioned already, the  whole  project was rather expensive even without 
that) but the most interesting event in the  word will be a flop if nobody knows you're 
holding it. Luckily we  had anticipated this and, although Social Media in their present 
form did not exist then, we  had scoured the  web for their ancestors, i.e. bulletin boards 
and Newsgroups dedicated to Opera; their  admins  had been contacted and offered 
tidbits and materials, interviews and photographs which they could use  to develop their 
own storylines and in the meanwhile alert their members about this upcoming event.

We have  no precise logs about where  people learned about e-Aida, but since  there  was 
no other form of publicity (except the websites of the  sponsors and of the Foundation) we 
figured that the  72% of Internet attendees which came from outside of Italy were the 
direct result of this type of promotion.

The Media
Being this under the hat of Communications, of course Media were  involved, but being 
tickets to the performance under strict embargo by the  Arena di Verona Foundation, we 
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could obtain only 40 seats which were allocated to ensure  maximum geographical 
coverage. Of the many articles that appeared the following day, this short Associated 
Press dispatch is the one I remember most fondly:

"The sound was awful, the video was jerky, but IBM's e-
Aida sure made history tonight"

Amazingly, if you search the 
web, you still find online  the 
article  posted by la Repubblica 
which speaks of a “telematic 
stage” and of a “webcast”! In 
fact media seats were so scarce 
that my colleague Alessandra 
Maestri, who managed  the 
international Media program 
together w i th he r c l i en t 
counterpart Bruno Contigiani 
had to content herself with a 
stool in the  room where  Mr. 
F o l e t t o w a s w r i t i n g h i s 
c o m m e n t a r y d u r i n g t h e 
performance  while for myself, I 
had my own ticket I had 
purchased months in advance 
as I usually did. I never told 
anybody about this fact, not to 
be pressured into giving it up 
for some last-minute media 
representative.

Conclusion
At the same time as the  15,000 
audience  was attending live, 
over 43,000 other people 
viewed the Internet broadcast 
for an average of 47 minutes, demonstrating beyond doubt how thanks to the  Internet an 
artistic performance could appeal to a much broader audience, making their life better.

Was it a successful project?

To answer this, I will use the  words of a final key player I haven’t mentioned so far, Joerg 
Winkelmann, then IBM Vice-President, EMEA Communications:

[...] we allocated the needed budget for the project 
based on my personal conviction that transmitting such a 
landmark cultural event over the internet in those days 
would not only boost the credibility of IBM’s global e-
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business strategy, but also underline the company’s 
cultural tradition and societal heritage.

It was the combination of making such things technically 
possible and demonstrate implication for business and 
IBM’s dedication to local cultures and societies which 
later led us to create our Smarter Planet and Smarter 
City strategies.

All of this with quite substantial risk, given the audio/
video and transmission limitations of the internet in 
those days. But we took  the risk, and thanks to flawless 
execution of all parties we landed a huge and much 
admired success.

Today’s users are  lucky, however, because in the  meanwhile we have invented the  Time 
Machine and you can join the  15,000 live  spectators and the  43,000 early adopters and 
sample the performance in its full splendor:

P.S. if you could pan the camera all the way to your right, five or six ranks from the bottom 
you would see in the dark one spectator whose face was lit by the glow of the screen of 
the computer in front of him as he was looking at statistics of users logged into the 
Broadcast.com live feed.

Just sayin'... 
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EXIT
One  day, during one of the network meetings, Mike  Copland dropped the  bomb that 
they were considering selling their agency.

Even though I knew the  Buyer’s name, I had not really checked them out in any thorough 
way and when I did, I didn’t like what I saw. My big motivation for leaving Lotus 
Development was never to have  a boss again, ever, and the Buyer sounded every bit like 
a classical, finance-driven big corporate: meetings, and reports, and authorizations, and 
more meeting and more reports. Again.

I hated that, and the memory was still vivid in me.

Still, our friends in London seemed to be  moving quite decisively in that direction: part of 
their incentive  was that this would allow to solve  a brewing conflict between the  then 
three Directors and the  Agency founder John Aeberhard allowing each of them to go 
their separate ways.

Germany as you know, was already owned by the same Group, so the next agency to go 
was Holland, owned by a group of managers whose CEO started in those  years to build a 
presence as a leading force within the network. In typical, pragmatic Dutch fashion, once 
they made up their minds, they went quite rapidly through their deal. 

In 1997 the  thing was gaining momentum: the U.S. and Germany were owned by the 
same  Group while  the UK and Netherlands were about to be  acquired. We  were shuffling 
our feet and while we were  doing that, two more prospective buyers came knocking at 
our door: essentially at that stage three of the  world’s major networks had approached us 
for an acquisition, and - we thought - if they cannot buy us, they will buy someone else 
which is therefore going to become a much more formidable competitor.

We did not like the idea of selling out, but we did not like the  idea of having to face a 
stiffer competition. Neither me nor Myriam had any children interested in continuing our 
business, our best international partners were selling out and would therefore sooner or 
later stop doing business with us... my resistance began to wane and we started to 
concretely discuss the option of selling.

Selling your business is not something to be taken lightly.

While  it is your business, you decide  everything; the  balance between Myriam’s and my 
responsibilities was such that essentially each of us was the inappellable  judge in our 
respective areas. She would never (and never did) challenge my decisions, and I would 
never (and never did) challenge hers.

I am actually amazed at how well we  went along: I had no interest in being CEO, so I was 
happy for her to  be  the  front(wo)man for our company, while I had my own things to look 
after. I derived great pleasure in organizing the way teams worked, in developing our 
information systems, in getting a better grip on which activities were profitable  and which 
weren’t. And of course, I enjoyed my role as New Business God.
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I also had unlimited freedom to come up with new ideas: I distinctly remember my 
sections in the monthly staff meetings were  the  most feared: I would show the  numbers 
(for good or bad) and would present new ideas to further develop our business  or to 
better run it.

In retrospect, our teams showed remarkable  patience, but I had cases where  they were 
frustrated with the constant need of learning new things which I imposed on everybody.

This meant unlimited freedom to make mistakes, unlimited freedom to even sometimes 
waste money in crazy ideas, but in these years, money wasted could quickly be replaced 
by more money coming in, also thanks to my never satisfied hunger for new business.

As an entrepreneur who has proven him/herself, you feel the Buyer is buying the  present 
state: this is  the  shop, if you like it, make me an offer; you are  looking backwards, but they 
are looking ahead, and for a very good reason: all the profits  earned so far have  been 
pocketed by the existing shareholders. 

Instead what your Buyer is  buying is a stream of future  profits, so that’s what you have to 
look into.

TIP #1: ASSESSING YOUR OPERATION

The P&L of a well-run agency looks like this:

Revenue 100

Costs, of which: 80 % of costs

salaries of billable staff 40 50,0%

salaries of overhead staff 15 18,8%

everything else 25 31,3%

Profits before taxes 20

The key ratios to pay attention to are the Billable Salary to Revenue 
(ideally 40%) and obviously the PBT (ideally 20%); in our case we 
struggled with the first ratio, due to the high cost of labor  and taxes 
associated to labor in Italy, but we managed to balance it by running 
a lean ship.

The ratio between non-Billable and Billable costs will vary in favor of 
the latter  as the Agency grows, but these numbers are a good 
benchmark for a medium-sized operation (< 100 people).

The distinction between billable and overhead (in which yourself are 
likely to fall, at least in part) is very important and you should 
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demonstrate you master it. Billable Staff are all staff involved in 
rendering the services for which Clients pay. 

That ratio of 40% is also a good rule of thumb whether the fees you 
charge are adequate: these should be two-and-a-half times the fully-
loaded value of the hours spent by billable staff on servicing the 
account (which of course assumes you have a decent time recording 
system).

What Buyer  is after is a steady stream of the 20% which drops at the 
bottom line.

If you are considering selling your business, my first advice would be 
to look at the P&L of your own operation; of course all figures should 
be “cleaned” of any one-time effects to represent the true, ongoing 
nature of your accounts.

The closer you are to the above ideal situation, the more Buyer  will 
like you. The sooner you accept the fact that the past is of minimal 
importance the better, as Buyer is only concerned with the future.

Neither me  nor Myriam had any experience, while  our counterparts were professionals 
whose  only job was to acquire  companies. We felt scared by this imbalance in experience 
and expertise.

Before  anything else, however, I and Myriam bought our the  third partner Adriano who 
did not have  much appetite for waiting and whose business was by then a mere footnote 
in the agency (and barely broke even).

The  idea was therefore to buy out Adriano and spin off to  its existing personnel the 
creative business of our agency, focusing on PR only and improving its profitability, also 
because the PR business was the only part all suitors were after.

This was executed swiftly and painlessly: a good agreement was negotiated and we even 
were so nice to engineer in such a way to minimize Adriano’s tax liabilities (a courtesy we 
were never extended by our prospective or real buyers).

Two of our suitors  made  their initial offer, while  I don’t think the third never amounted to 
much more  than talks. Comparing the two offers was however not an easy task, and we 
felt we  needed the  help of a consultant who had experience in this sort of transaction, to 
cover - at least in part - the experience gap.

So - on advice  from our Dutch colleagues who had used him to negotatiate his  own deal - 
we  hired a dutch Advisor, who started dealing with the two prospective acquirers  on our 
behalf and helped us understand what each was offering.
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TIP #2: UNDERSTAND THE OFFERS

Services businesses are bought and sold on a basis of two concepts: 
earn-outs and multiples.

The EARN-OUT is the process whereby the consideration 
negotiated for  the sale of a certain portion of the stock of your 
company will be paid over a period, usually three years on the basis 
of the actual profit generated by the operation.

The proportion between the profits generated and the consideration 
you receive is the MULTIPLE; depending on the case, it can be 
calculated over  the amount pre-tax or  after-tax; of course, the 
multiples are different in the two cases, but since you are familiar 
with the tax rate you pay in your country, the equivalence is very 
easy to calculate.

A typical offer will look like this (I will always use PAT for simplicity):

Year1 Y2 Y3 Avg

Revenue 100 115 130

Costs, of which: 80 91 102

salaries of billable staff 40 48 54

salaries of overhead staff 15 16 18

everything else 25 27 30

Profits Before Taxes 20 24 28 24

PBT% 20% 21% 22%

Tax rateTax rateTax rateTax rate 40%

Profits After Taxes 12 14,4 16,8 14

MultipleMultipleMultipleMultiple 7,0

Consideration for 100%Consideration for 100%Consideration for 100%Consideration for 100% 100,8

Whichever way the offer  is formulated, you must come to a final 
figure for  the total consideration you are being offered if you are to 
compare like for like.

In some deals, Multiples are tied to certain absolute-value thresholds 
in profitability, e.g. if your PAT hits a certain threshold, the Multiple 
goes to 7,5, after another  higher  value it’s 8 and so on, but this 
changes little in the mechanics. The reason of course is that at this 
stage Buyer wants you to think positive and not realistically.
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When hiring such help, however, you must pay attention to a fact which in our case we 
ignored.

Being so much projected forward in time, it’s  easy to get carried away by rosy projections: 
after all, putting numbers in an Excel spreadhseet is the easiest thing in the world.

You want to think that every year will be  better than the preceding one, your negotiator 
(who typically gets paid a percentage of the face  value of the total consideration); the 
mistake lies in the  lack of realization that as you build runaway optimistic projections you 
conterpart is quite  willing to accept any “promise” you make because he knows he will 
only pay on the basis of the  actual results. You are, however, creating for yourself an 
illusion of a huge payout which decreases your resistance to the deal,  gently pushing you 
into a state of acquiescence: you now want to sell more  than Buyer wants to buy and that 
is always a dangerous situation to be in.

The deal however is a little more complicated than that.

First of all, it will be  executed in phases: typically, your Buyer will purchase a first stake 
immediately (say 30%) calculating its value as the multiple times the average  between the 
PAT values of the year in which the  deal is executed plus the  year before and the year 
after. Psychologically this  is a very important step (you start to see actual money) and it’s 
typically irreversible: once you start, there is no way you’re going back.

Its also deceptively soft. As a minority shareholder, Buyer can afford to use  a light hand, 
because  nothing of what you do -  good or bad -  can possibly move  to the holding 
company except a little dividend (30% of your PAT).

This however should not be underestimated: a typical clause  requires all dividends to be 
paid in full to all shareholders, something you as an independent rarely do, as  it would 
create an immediate liquidity problem for a business that pays most of its  costs 
immediately (salaries) and receives payment 30 days  after the rendering of services (and 
in Italy often quite  a bit later than that). Draining the business  of the  liquidity it uses to self 
finance  creates  the need to access bank credit also for a business that’s healthy and 
relatively stable.

From the  Buyer standpoint however, the  insistence on cash being paid immediately is 
totally understandable, as any cash improves the  net position of the holding company 
(and thefore  helps the stock price which, never forget, determines the  salaries of the 
group CEO and top execs)

TIP #3: MAKE THE FIRST SALE REVERSIBLE

One of the things I would probably do differently if I had the chance 
to do my deal again, would be to build in the deal the concrete 
possibility of reversing the first phase, for example by means of a 
Call option over the initial stake priced at the same multiple used in 
the purchase over the usual three-year PAT average.
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This would have the effect of not considering the deal irreversible 
once initiated, prompting the weaker  party (the Seller) to constantly 
reconsider his/her options.

It would also make it possible for other suitors to enter the game at 
a later stage, keeping Buyer on its toes.

In fact it’s almost inevitable for a Seller to think that his business will 
be better / more profitable under  the umbrella of Buyer. Of course 
that is almost NEVER the case and even in the best possible of all 
worlds, the reality is that 90% of your  business will be won and 
earned locally, with the remaining 10% often being poorly profitable 
network business you cannot say “No” to (but you would if you had 
a choice).

A Buyer  organization that does not deliver  on this implicit promise 
(even though I must admit NOBODY EVER made such a promise in 
our case), a poorly functioning network, conflict in management may 
all prompt the deal to be called off and at pre-agreed terms & 
conditions.

This is a difficult objective to achieve and - of course - totally 
impossible after  the first phase is done, so it should be put on the 
table immediately at the start of the negotiation when also Buyer is 
eager to close.

At this stage however, you have already built the  business case for the  complete  sale, 
which includes your rosy projections. This is good time to look long and hard at the  deal 
you have signed with your negotiator.

In some cases (like ours, unfortunately) the  deal will pay him a fixed percentage of the 
Total Consideration upon signing: in other words, he gets paid whether you deliver or not 
on your projections, while you get paid on the actuals. 

TIP #4: TIE THE ADVISOR’ FEES TO 
ACTUALS

This is really common sense: your advisor should get a percentage 
of the money you get, not of the fancy money we put on a 
projection five years from now.

And he gets paid when your  get paid, so his support and experience 
will stay with you all along the life of the deal.

This way he also has an incentive to get as much of your money as 
early as possible (as his own fees follow it) otherwise the Seller  is the 
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only player in the deal that has to live with uncertainty while all 
others are covered.

The  final thing you have  therefore to do before  you close the first phase is to look at your 
projections: if you managed to achieve the  objectives I outlined in Tip 3 and Tip 4 this  is 
less important as a) the  deal is now reversible  and b) eveybody is now paid on the  basis of 
Actuals.

However a realistic projection is  important, especially in market like  the  Italian one, where 
decreasing costs that are essentially tied to staff is slow, painful and expensive.

The  Buyer wants you to be motivated, so they will spontaneously do things like allowing 
you to skip a bad year to avoid depressing the PAT average over which to apply the 
multiple, but even though this is a nice  touch, I really believe my other two suggestions 
are a better fix: at no time you should consider the deal final until it’s final, and it’s final 
when it’s 100%.

2000 and 2001 were  our best years ever: the agency was really firing on all cylinders; we 
had grown to about 70 people, had three  offices, growth and profit margins were  never 
better than then.

I remember the board meetings I and Myriam held with our investors which were telling 
us about signals of slowdown in other markets (particularly the UK): we  went through all 
the KPIs they had devised and all the lights were bright green.

However, it was unreasonable  to expect that Italy would escape the general market cycle: 
when a few years later it came, I cannot say it was unexpected.

The  other external event that hasd a significant negative  impact was the  fact that, after 
many years, IBM had put the account up for review and Brodeur had essentially lost it: to 
be more precise, the account had gone 50% to another agency (one of our suitors only a 
few years before...) and 50% to a virtual agency made up of several assets within our 
holding group.

In Italy,  our local client did not like  the  people at this other agency, but had no real 
choice. I never gave  up on this account,  however, and after a few more years I managed 
to get back the whole of it - only country in Europe where that happened.

More  dangerous was the  fact that IBM had initiated a downward spiral in the absolute 
amount of money it spent with agencies, but in 2000 this had not started to happen, yet. 
In this context, our Buyers exercised their Call option and moved from 30% to 70%.

They had already acquired 100% of the  UK office (I suspect essentially to resolve the 
disputes among its  Partners),  but our deal never contemplated 100% and honestly, I 
would do the same if I were them.

A minority shareholder who runs the company has a vested interest in its success and is 
your best guarantee s/he  will continue to run it as if it was his/her own company; I suspect 
that if we had insisted on 100% as  the  final destination, we would not have  had a deal, so 
this is not something I feel I could have done differently.
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My suggestion revolves more  around what you can do yourself to effectively manage this 
situation: a minority stake in a company majority-owned by such a big Corporation has de 
facto no power nor value, except for the profit flows.

So, the  truth is  that  you are selling 100% even when you are selling  less than 100% 
which, for as long as things are OK, it is not a  big problem.

This may sound like implying things will go sour at some point, and I really don’t know if 
this  is  the case. Business cycles are a well known thing, but a short,  one- or two-year dip 
can be weathered without too much effort.

In our case, since  2003-04 we entered a slide  that continued for all the  10 more years I 
remained with the company. It was never a dramatic revenue drop, but rather a stagnation 
which was a big problem anyway because costs were creeping up despite  our best efforts 
to keep them under control; Italy never experienced a dramatic implosion like  the  ones 
experienced in the UK or in Austria, but for the  next ten years we never had a truly 
“good” year again.

Besides, all the  people  that I know that have  gone  through such a transaction confirmed 
that at some point they wanted out, so that they can close  a chapter and continue with 
their lives.

This is  not necessarily because  of contrasts, but rather the  realization that once acquired 
you lead a very different life: some people like  it, some people don’t, and people with a 
strong entrepreneurial spirit rarely do.

So to deal with this almost inevitable circumstance you should:

TIP #5: WRITE-OFF YOUR REMAINING 
HOLDINGS

Whatever is the amount that you will be left after they exercise the 
Call option and go majority, write it off, as it has no asset value 
whatsoever. True, it may generate some profits each year, but these 
flows never translate to a capital value because there are no buyers.

The product have no market: competitors would never touch it and 
therefore you are left with no negotiating power.

Your  objective should be to make the remaining holdings as small as 
possible, ideally zero.

This could technically be done in two ways:

1) Buyer buys all the remaining shares when they go majority

2) Seller  gets a Put option to sell the remaining shares after  a certain 
period of time at preagreed terms.
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Unfortunately, both of these may prove elusive, to the point of 
derailing the deal, so you next best option is to simply write the 
remaining holdings off: cash in your profits, as long as they come, 
then wait until you hit a bad year  that requires recapitalization to 
cover an operating loss and simply refuse to cover your share, which 
means you will be diluted out.

Once you do the above, you are  in good shape  to face  the  real transition which happens 
when Buyer goes majority. The  incentive for them is of course the ability to consolidate 
(normally this  requires  at least 51% of the  quotas); unfortunately with this also comes the 
need of a much tighter control and disclosure.

In these years, big changes were  happening, and not only in Italy: in 2005 the European 
network had coalesced into a real Agency. This was  the work of the Germans and the 
Dutch who had brought us all under the same umbrella.

From our standpoint the fact that from a strict reporting standpoint,  the reporting lines 
were not exactly the same did not make much of a difference: both reporting ultimately 
went to to financial people  of similar inclinations, so I cannot say there was any reason to 
prefer one over the  other; however this was the start of our life as a majority owned 
business, and everything changes when they go majority.

Your Finance  personnel will bear the brunt of the  impact, having to fill endless and 
complicated forms and reports: truly at this  stage you are  preparing two sets  of books, 
one  using your local GAAPs (Generally Accepted Accounting Practices) and the  other 
according to US GAAPs.

The  two sets of books will travel according to calendars that in most cases have nothing in 
common, creating the need for endless reconciliations to make sure  you did not miss 
anything. For example, Buyer will want you to close  the books in the  first days of January 
to be able to report the Group’s numbers; in most cases you local calendar does not 
require your Accounts to close  until much later (say February or March) to allow for all 
pending invoices to be accounted for; this will generate lines and lines of accruals  that will 
need sorting out once the invoices are actually received.

Buyer will pressure to consolidate  the numbers to report to the Street and for dividends 
to be  paid out immediately, which will force you to bring forward the  date  of the closing 
for your local Accounts, as you can’t pay dividends without an approved P&L.

However, the impact is not limited to Finance: in fact, there are a few areas where  the 
Group logic may go against the  grain of common sense and good management, 
ultimately potentially negatively impacting your profits:

• Real Estate - the  Buyer probably owns more  than just your company in the  your 
country: in the  case of the big communications holding companies, they are  likely 
to have tens of other companies in their portfolio, in your city alone. At some 
point there will be  discussion about bringing all those under the  same roof, to 
share  services and optimize costs, a move that routinely attracts unreasonable 
opposition from some  acquired companies. While  in my opinion such moves do 
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make sense, sometimes the negotiation and rates charged do not. Especially big 
American holdings tend to privilege central, modern locations that reflect well on 
the  brand but may be prohibitively expensive. In most cases, this is an argument 
you will lose. As you will lose  the  immediately successive  argument about getting 
cost relief (i.e. some of the rent cost “pardoned” from your accounts): it’s  not 
going to happen, so don’t waste your time trying.

• Cash -  cash is king for your Buyer. Be prepared never to see your cash again, but 
on the other hand, say goodbye  to exhausting discussions with your banks  and to 
any worry about credit. The Group is now your Bank: they offer unlimited, cheap 
credit but your Bank account will be down to zero every night, as Treasury 
management is completely centralized. Essentially you will have no credit history 
and all your financing needs will be resolved intra-Group. Overall, you save  a ton 
of time  provided you make  sure  you’re not overpaying for your credit facility 
(unlikely).

• Information Systems -  imagine how I reacted when I have  been told that my 
tailor-made information system, most of which I had written or designed myself 
was going to scrap. In fact, my case was mitigated by the  fact that - completely by 
accident -  the  application platform the  Group had chosen was the  same I had 
chosen, so there  was no need to rip&replace. What eventually changed was the 
support organization I had built, carefully selecting a knowledgeable  partner of 
appropriate dimensions and excellent quality, was to be replaced by some madly 
expensive  centralized IT subholding based.... in Germany! You can imagine  what 
this  did to response  times, to application support, to user complaints. Only after 
logging years  of data irrefutably demonstrating that I was overpaying by more 
than 100% I was allowed to return to a locally sourced support, a decision that 
was immediately reversed after my termination.

• Network tax -  all Buyers  pay for their overhead by “taxing” their subjects; the 
fiscal basis for this network tax is shaky to say the least, and in fact inordinate 
amounts of time are  spent to build cases  which justify what someone might call a 
siphoning of profits. Profits  are paid to shareholders on the  basis  of results in 
proportion to the holdings: no profits, no dividends. Not so the  Network Tax, 
which is levied regardless of the  business performance and is  a flat amount which 
ignores shareholdings and results: you could have  the situation of a break-even 
business which plunges into an operating loss  because of the Network Tax. Yet, 
that’s  another discussion you’ll never win, regardless of how outrageous the 
situation may be. I remember one year when my business was actually making a 
profit that got wiped away by the Network Tax, but due to the perversion of 
italian Corporate  Income Tax, we made an after tax loss I had to cover prorata, so 
in fact I ended up paying the Network Tax out of my own pocket in lieu of my 
business.

But all of these frustrations are nothing compared to the  sort of pressure  your Finance 
people  will feel: unrelenting, ever increasing pressure. Expect burnouts, expect 
resignations, expect bad blood.
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Expect the  worse  possible  suspicions to run between you and your new controllers: 
twenty years of impeccable management will mean nothing in the face of one  mistake in 
one among a thousand reports.

Expect to devote  more  and more  time  to understand what your Finance people  will 
submit to Corporate  on a daily basis because  you will get questions  and you will be 
expected to answer. Expect ritual, periodic panic crises when the back-to-back reports 
drive people to make mistakes  and expect to be  in the hot seat when explaining time 
comes.

In no other moment this is more  evident than at budgeting period: the  budgeting season 
of a Group reporting on the  solar year commences normally at end August with the so-
called Early Guidance. of all the corporate practices I have  experienced, Early Guidance is 
the most ludicrous, and also the most frustrating. 

It works more or less like this:

• The  group CEO decides how much s/he  wants to please Wall Street, normally 
because  his/her bonuses and stock options are tied to the performance of the 
stock price.

• The  CFO translates this into overall figures for the Group, adding a “sandbag” in 
case things go sour and passes it along to the Divisions.

• Each Division’ CFO translates this into Unit figures, adding another sandbag, just 
in case.

• Unit CFOs  divide the  figures by territory, sometimes at regional level first,  then at 
country level. At each step every spreadsheet-toting beancounter adds his/her 
own sandbag, because nobody wants to miss on his/her numbers.

• When it lands on your desk, Early Guidance  has so many boundary conditions it’s 
already cast in stone; what they now want is for you to look into whatever the 
number they gave you and proclaim that “Yes, this is my plan!” and explain how 
you will achieve it while they challenge your strategy.

• Your task is  not difficult: you tally the revenue  that’s  coming from long-term 
contracts, and whatever is missing to achieve the topline  figure  coming from the 
Early Guidance, you add as net New Business. Despite  my well-known hunger, 
and even when we were  booming, I always felt uneasy about plans that had more 
thean 15% of net New Business, but I know that the dutch had verly little  long-
term contracts and were comfortable with plans with 60% or even 70% net New 
Business.

This works relatively well in an expanding market, adding a degree of expectation 
management to otherwise  ebullient growth plans and allocating investments where they 
promise to return the most.

It however assumes a nearly infinite  flexibility in the cost structure: true  for the States or 
for Britain, much less  so in Europe. Flexibility of the cost structure  is nearly zero in Italy: 
making an employee  redundant requires severance payments of up to two years of salary, 
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temporary contracts are borderline illegal and upon termination carry the risk of a labour 
lawsuit which the employee routinely wins.

So, in a falling market, they want you to grow the  bottom line or at the  very least keep it 
stable. There  is  only two things you can do: shrink your cost base or grow your top line. 
However, the first will show benefit only in two years if not more, so to please  the hungry 
Spreadsheet God you’ll end up doing both.

You may get lucky: the  slowdown may be momentary and business may pickup again, but 
if you are  not this  will initiate the  wear-and-tear process whereby you miss your numbers, 
survive on marginal and decreasing profits, eroding your own credibility and losing tons 
of sleep.

You may think this is a problem that is caused by the  suffocating labor laws we  have  in 
Italy, but the destruction of our UK subsidiary is the living proof that this is  not the  case. 
British labor laws are  not as stringent as Italy’s and to cope with falling revenue you can 
shed people with little or no advance notice and small severance packages.

London did just that and, in the  course  of, say, 5 years it went from being a sizable 
operation to completely disappearing. One of the reasons we eventually merged with 
another agency was that our English base was ridiculously small.

So my suggestion is not a turn-around recipe, as  if I had one, I would have applied it and 
saved me the predicament; it is  more a suggestion to help you deal with bad times with 
the objective of preserving your own lucidity:

TIP #6: CUT DEEP AND FAST

A bad year  can actually be an opportunity, but to take advantage of 
it, you must detach yourself from the fact you have grown the 
company into what it is, you have carefully selected and hired most 
(if not all) the people who work there, you know them, their family, 
their children.

Once you achieve that state, the game plan is pretty simple:

• Develop a worst case scenario of your  top line, keeping only the 
Clients with rock-solid relationship and contracts.

• Go back to Tip #1 and use these ideal numbers to work out your 
Worst Case Scenario backwards. Use the 40% rule to determine 
how much Billable Salary cost this Revenue can support, and use 
this Billable Salary figure to determine your  other Cost (the same 
amount, split between Overhead and Other),  thereby restoring 
the desired profit margin.

• Use the Billable amount to pay for the salaries of the people you 
absolutely need to service the revenue included in the worst case 
scenario top line; ditto for overhead staff.
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• Now describe which measures you have to take to bring other 
costs in line with the target figure (e.g. rent, IT spending, G&A 
costs) respecting the untouchables like Network Tax or central IT 
support. It is not impossible that to accommodate those you have 
to juggle around with the other two lines.

• Once you have allocated your  Cost budget, everybody else will 
be made redundant: calculate generous severance packages, 
because in most cases these are not bad people, but simply 
people for whom you no longer have work.

• This will likely eat up all your profit and much more. Ideally you 
want this to erode your share capital completely or  in the 
proportion defined by your local law as the threshold of 
liquidation, creating the need for recapitalization.

• Announce that for  personal reasons you will NOT cover  your 
share of the recapitalization, thereby diluting yourself out of the 
share you are still holding.

• Buyer  of course won’t like this and may arrive to threaten 
liquidation; this is however is a bluff you can safely call, as it 
would be extremely embarrassing for them to have to explain to 
their own superiors why they are suggesting to write off an 
investment that they have recently made. Besides, should they 
liquidate, it would be interesting to see how they could avoid you 
simply re-forming another company with the best people and 
clients of the one they just liquidate.

• At this point you are virtually free, and if you have done what I 
suggested in Tip #5 your  asset base is untouched. Perhaps more 
importantly, however, you have now the upper hand in the 
negotiation: let THEM say the restructuring is too deep, or  let 
THEM convince you that your revenue figure is too conservative.

Once all the deals were  complete, we all had great expectations for the new company, 
especially on the  strength of the German locomotive: they were at least twenty times 
bigger than anybody else, by far the  #1 Agency in the #1 market, so we  sort of figured it 
would pull us out of the slow growth territory in which we seemed to be stuck.

But it didn’t really work out that way.

Despite  their sterling client list of companies who could be  interested in pan-european 
coverage, the cross-country pollination remained as small as it was before.

Moreover, the  governance  of Germany was complex to say the  least: tens of individual 
shareholders who had (under German law) blocking power over many decisions, coupled 
with the German consensus-driven management style resulted in very slow movement 
even when we decided where we wanted to go (not always the case).
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Eventually, the  Americans grew weary of waiting the fulfilment of the  promise  of great 
riches on the basis of which they has underwritten the concept of an European agency, 
and after a few years it became clear that, despite  its  size, it would never amount to much 
more than what it was already, i.e. a huge German office with little satellites in Europe.

The  first decade of the new millennium had been tough since  the  tech bubble burst, 
causing everybody in tech communication to struggle: some of our offices (UK, France, 
Italy) were still very focused on that segment and so were potentially more exposed; Italy 
was spared until 2004 or 2005, but the  pain had already started in the more  mature 
markets.

Eventually in 2009 our Buyers put together a strong U.S.-bound agency with our strong 
Europe-bound network to form what was one the world’s largest global PR agencies, with 
unrivalled coverage worldwide, but still a fractured governance: what was supposed to be 
a merger became a whole series  of mini-mergers, one per country. What should have 
been a swift change  became an elongated beyond belief process that had to take  into 
account a myriad stakeholders, each with his/her own agenda and in many cases with 
veto power.

Italy came dead last in this process and this added to the toll of difficulties: overall, the 
final chapter of my permanence was not an easy one, and it’s the only period I have 
regrets about: I increasingly focused on the  Digital side  of things, but all my efforts to turn 
us into a true digital shop did not achieve much. Given the unique cultural diversity and 
the  richness  of talent (not to mention a client list to die for), we  had a fantastic 
opportunity to be  the first of the Big Agencies to cross the chasm, but I guess I was  not 
convincing enough to drive home  my case: I refrained  from developing an “agency 
within the agency” specializing in Digital, as  I believed Digital ought to become 
part&parcel of every single Account Teams.

North America tried that approach  under the guide of an extremely talented expert like 
Jonathan Kopp but failed; in Europe, I couldn’t to convince  management to go the full 
length and bake Digital in the base capabilities of any account team. 

Like  you do not have Powerpoint specialists or Word Wizards, you shouldn’t have  Digital 
Specialists,  but it is fair to say I lost that battle:  unimaginative  leadership, fear of 
exploring new routes, a nearsighted finance-driven management meant they never 
ventured out of the trodden path and God knows it will ever do.

I still believe that time will prove I was right all along.

Epilogue
Most PR businesses are run as partnerships where  two or more founders  manage the 
business splitting the responsibilities in whichever way they see fit.

As I said before, the partnership between myself and Myriam was never strained during 
the years we were independent.

At some point however, things subtly changed: despite my willingness to stay on the 
background, my work on the most important Client we had in the  network meant I slowly 
took a more  prominent role  and when our Buyers went majority it was me who was called 
to be CEO, something which she sincerely welcomed.
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After a while, it was clear that she wanted out, but there was no easy way out for her 
unless I fired her; although formally this is what I did, this was thoroughly discussed and 
agreed between me and her before  being brounght to the  attention of the  Group, but I 
had to offer to buy her shares for a price  that was completely out of whack with the 
performance of the company over the ensuing years.

Obviously my negotiation skills proved not to be  on a par with those of Myriam, and as 
result you can say that a significant portion of her severance was paid out of my own 
pocket.

TIP #7: NEVER, EVER GET INVOLVED IN 
OTHER SHAREHOLDERS’ ISSUES

In retrospect, I myself stare in disbelief at how naive I have been: I 
was so obsessed to show to my stakeholders that I was capable of 
turning this situation around I contradicted almost every statement I 
made in my tips above.

I focused on shoring up the P&L of the italian operation by removing 
unproductive salaries while I should have recognized it for what it 
was, i.e. a shareholder issue which only the Buyer could resolve. 
Instead I tried doing it myself but I did not have nor  the means nor 
the negotiation skills.

Once again, when you look back with the benefit of hindsight you 
see clearly that I suffered from an imperfect application of Tip #5: I 
had not yet realized that my remaining holdings (which were the 
same as Myriam’s) had no value and therefore I felt I ought to pay a 
“fair  price” to buy her out. As it turned out, that stake never 
delievered any profits,  but instead doubled my share of 
recapitalizations until I finally bumped into a recapitalization that was 
too steep to support and I was diluted out.

In the  meanwhile  bad results were eroding my (and their) patience: the actual merger of 
the  two operations took much longer than anticipated and Italy was the  very last country 
to be merged; in a flurry of misunderstandings only partially genuine, despite  repeated 
assurances I was still part of the  company, I was eventually terminated on August, 2012 
when I and the PR agency world were separate again after almost exactly 20 years.

In retrospect, if my relationship had ended two years earlier it would have  saved me  a 
bundle  of money I wasted in the attempt to prove my loyalty to the cause, a loyalty - as 
the facts demonstrated - no one had any appreciation for.

At some point the game is over, and the best you can do is to pack your bags graciously.
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