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PROLOGUE


The day that changed the world


There are two aviation-related events that we will never forget. We all remember where we were, who we were with and what was said.


The first occurred on 20 July 1969. When Neil Armstrong told Houston “The Eagle has landed”, we all held our breath, captivated by the courage, the technological genius, and the sheer scale of the achievement. Neil followed this with one of the most famous remarks in history—“one small step for man, one giant leap for mankind”—and it seemed as if, as one, the entire world looked up at the sky and tried to see him taking that giant leap on behalf of us all, jumping down the ladder onto the surface of the moon.


On that day, we all dreamed about the power of flight to do good and unite the world.


The second event forever imprinted on our minds is 9/11. This cowardly terrorist attack on civilians is remembered for all the wrong reasons—for the destruction, the loss of life and that terrible feeling we all had that the world had changed forever.


At 8:45am, American Airlines Flight 11, travelling from Boston to Los Angeles, smashed into the North Tower of the World Trade Center in New York. United Airlines Flight 175 hit the South Tower just minutes later. A third plane hit the Pentagon and a fourth crashed in rural Pennsylvania.


United States airspace was closed at 9:21am, the first time this had happened in Federal Aviation Administration (FAA) history. All commercial flights were grounded and an hour later Vice President Dick Cheney issued orders to shoot down any commercial aircraft that was suspected of being hijacked.


On that tragic Tuesday, nearly 3,000 people lost their lives.


The knock-on effects were huge. The world economy was deeply affected and the New York Stock Exchange had to close for a week. Air travel dipped alarmingly too. And we’re still paying the price in terms of intrusive, uncoordinated and lengthy security measures.


It was hard to believe that aviation had been used as a weapon to strike divisions in the global village that it had made a reality. Airlines connect economies, cultures and families. That they were used to destroy these things is still very painful for all of us involved in aviation.


Despite the significance of the events, when they happened I never imagined that they would have such an effect on my personal life and my professional career as they did.


Some 20 years after he became the first man on the moon, I had the pleasure of meeting Neil Armstrong. He became a very special friend and we met every year with other aviation colleagues at a wonderful ranch in Wyoming. I have vivid recollections of Neil entertaining us with fascinating stories as we sat by a large, round fireplace. But it was Neil’s friendship that really provided the warmth as he recounted his many adventures, always as if it was just normal, routine business and always finishing with a knowing smile.


While the moon landing was significant on a personal level, 9/11 affected me professionally. On that fateful day, I was in my office in London preparing for the launch of the online travel agency, OPODO. The launch was just over a month away and as CEO I had a lot of work to do. But a colleague burst into my office and told me of a frantic phone call from New York. We went quickly to the Boardroom and watched the terrible event unfold on the TV.


Just over a month later there was another phone call from New York. This time, it was Leo Mullin, CEO of Delta Air Lines and also Chairman of the Board for the International Air Transport Association (IATA). He invited me to New York to meet him. At that meeting he offered me the job of Director General and CEO of IATA. He said he needed me to make the Association relevant and help turnaround the industry from the terrible, dark days of 9/11.


“You will have a blank sheet of paper, a licence to change everything,” he said. “We need you to lead a revolution.”




CHAPTER ONE


Why Me?


Background and arrival at IATA


A change of heart


This is a book about change, about its challenges and the talents necessary to drive it through. Specifically, it is about changing the world’s most important and event-shaping industry—aviation. Some of these changes will have been noticed by the passenger while others concentrated on back-end industry processes. For every change, flying has become safer, easier and a lot more enjoyable.


It’s as well to start with perhaps the greatest change of all, the one that starts the ball rolling. Although I had never given a categorical “no” when asked if I was interested in the role of Director General and CEO of the International Air Transport Association (IATA), I had not jumped at the chance either. It was 2001 and I was in a good place, literally and figuratively. Besides, I wasn’t convinced I would be given the tools needed to do the IATA job properly, nor was I sure the association was ready to accept a radical change in the way it was run.


IATA was old-school and proud to be so. The bigger, established carriers dominated proceedings. Change was not in IATA’s vocabulary and rather than help shape world and industry events, it seemed paralyzed by them. After 9/11, the best it could offer was a “no unnecessary flights” instruction to its own staff.


But that was also what made it a great challenge, one that would require every skill I had acquired in my career to date. And I love challenges. Leo Mullin, IATA Chairman and CEO of Delta Air Lines, called me again just before Christmas 2001 to insist that the IATA Board would empower me to make the changes required. Jürgen Weber, the Lufthansa CEO and an IATA Board member, echoed the sentiment. “Push,” he said, “and others will follow.”


I was persuaded by these kind words of encouragement. So I changed my mind, went to meet Leo in New York, and accepted the job.


Walking into a collapsing structure


IATA is the industry association for most of the world’s airlines. In plain figures, it represents approximately 240 carriers and 84% of the world’s scheduled air traffic. Some 80 IATA offices around the world help to administer processes integral to the running of the industry—from a $billion-plus per year financial clearing house to an audit on safety practices.


Overall, aviation supports more than 56 million jobs and generates around $2.2 trillion in global revenues. These figures don’t include tourism or other jobs made possible by air travel. Nor do they include domestic trade and tourism. In short, there isn’t a person on the planet that isn’t affected in some way, shape or form by aviation. If you want to visit family living overseas or simply need a vacation to soak up the sun or the peculiarities of a different culture—even if you want strawberries out of season—airlines make it all possible.


Such facts suggest running an airline is a good business to be in. Well, it is a great business to be in—unless you want to make money. Airlines have never come close to returning the cost of capital, averaging less than 1% profit over the last 60 years. Not coincidentally, it was about 60 years ago that the rules of the modern industry were framed. Despite globalization, the jet engine, the Internet, low-cost carriers and a million and one other developments, these antiquated rules are still in place. Airlines may fly like a bird but they are certainly not as free as one. Too many governments have yet to recognize that a national flag on the tail has lost its significance. Having a national airline is a hobby many of them can no longer afford. Meanwhile, the politicians in developed nations view aviation as a convenient cash cow. They are diligent in imposing taxes, negligent in dealing with monopolies. It has led to the most extraordinary value chain where the principal component—the airline—is the only part that doesn’t rejoice in double-digit returns.


When a world-shattering event like 9/11 gets dumped on top of this wobbly framework, it should come as no surprise that the industry was on the verge of collapse by early 2002. The 1990s had been relatively good years, culminating in a 1999 profit of around $8 billion. But that proved to be the peak of airline performance. From 2001–05, the industry lost around $40 billion. Over half of that total disappeared in 2001 and 2002. Stalwarts of the industry such as Swissair, Air Afrique, Ansett, Sabena and TWA were no more. By 2003, with Severe Acute Respiratory Syndrome (SARS), the war in Iraq and a global economic downturn further eroding industry foundations, the top six US airlines were $100 billion in debt with a market capitalization of just $4 billion. A third of Latin America carriers were technically bankrupt.


My time at IATA brought me up against each of these harsh truths and many more besides. But it was also an opportunity, a chance for IATA to blow away the cobwebs and lead the industry toward sustainability. I knew that if air transport was to continue its role as a catalyst for world development, it needed to change—quickly and dramatically.


Leading a revolution


Initially I was cool on the IATA position because I really was very happy in my existing role and location. I was heading up the online travel company OPODO from offices in Covent Garden in London.


OPODO was the first time in my career I had the opportunity to start something from scratch. My task was to make the company the number one online travel agent in Europe. It was a well-backed operation, established by three giants of European aviation: Lufthansa, Air France and British Airways. CEOs Jürgen Weber, Jean-Cyril Spinetta and Rod Eddington—the most visionary European leaders at that time—had invested some $300 million in the project.


Distribution—how and where an airline sells its tickets to the customer—was undergoing a revolution thanks to the Internet and I was delighted to be given the opportunity to develop this new sales channel. I wasn’t a complete novice in the dark art of distribution even if the Internet was then, and remains still, a minefield. In the 1990s, I was the Chairman of Galileo, a Global Distribution System (GDS), which basically allows travel agents to sell airline tickets, and I was the driver of the very successful Galileo/COVIA merger. Successful for the companies concerned that is. Successful from an airline point of view? Not exactly.


Galileo and COVIA were typical examples of the air transport industry developing cutting-edge ideas but lacking sufficient resources to progress them into a real-world business situation. They end up selling these new tools to developers and then scratching around for enough crumbs to pay the exorbitant fees being demanded of them to use the very ideas they created.


Galileo and COVIA mirrored each other, one operating in Europe, one in the United States. For me, with a Harvard business background and a fresh point of view, it made no sense to exist in parallel dimensions. A merger was frowned upon initially, especially as COVIA looked to be the dominant partner. My good friend, Otto Loepfe, then CEO of Swissair, was quite upset that an Italian was pushing for the tie-up. “Why would you want to kill a company that bears the name of such a famous countryman?” he asked. Fortunately, there was an easy solution that prevented me from supposedly betraying my country. We kept the Galileo name but moved its operations into the COVIA structure so the company accrued maximum benefit from the merger.


I had moved on to OPODO by the time 9/11 hit. We watched speechless in our offices as the second plane hit the South Tower. I knew this event was industry-changing, world-changing even, but I had no idea that it would also alter the course of my career. In the immediate aftermath of the tragedy we moved rapidly to reconfigure OPODO, although I insisted on staying true to the planned November launch. We laid off some staff and reduced costs but the project remained a priority for the airline owners.


Around this time I met up with Jeff Katz, founder of Orbitz, the precursor of OPODO in the United States. He gave me some good advice and it only cost me a couple of dinners. I’ll say more about the value of personal relationships in business but for now let’s just say that two expensive meals can sometimes work out to be a cheap deal. In contrast, management consultants McKinsey, hired by the shareholders to build a business plan, put in a rather more flamboyant multi-million dollar bill. I didn’t even get dinner out of it.


McKinsey’s final report did make some interesting points in its marketing analysis though. OPODO should not use the logos of the airline founders in their home markets as the brands were associated with high cost there. The suggestion was to use only the IATA logo, since OPODO was an accredited agent and consumers equated IATA with reliability—even if it was somewhat dusty and outdated and very few knew what the association actually represented. It was a bit embarrassing explaining this to the airline shareholders who were so used to promoting their brands. I knew I was asking the airlines to make a big concession. But I agreed with McKinsey and successfully fought our corner.


Because OPODO was a trailblazing project, I had to face intense media scrutiny. Richard Quest of CNN, previously with the BBC, was the first one to put me on the spot. Just a week before launch he faced me squarely, live on CNN Prime Time, and told me that OPODO would never get approval from the Competition Commission. It was airlines colluding with OPODO, he said, and giving away preferential fares to the Internet company they owned. Something simple to start the media campaign then! I was delighted to fend off Richard fairly and squarely—OPODO was competing on a level playing field and had the best fares because we had the best website and the most efficient distribution model. I was even able to show that airlines other than the three owners were giving us their best fares. They saw OPODO as a very innovative and effective portal and this was driving the business. The story died a death and shortly after I met Mario Monti, the European Commission’s Vice President in Brussels, who was happy to give OPODO competition clearance.


OPODO launched on time and within a couple of months it had grown to be the most visited travel site in both the United Kingdom and Germany. I felt like we had reached the summit of a mountain. In reality, although I didn’t know it, I was already standing at the bottom of another one.


In November 2001, as we were launching OPODO in the German market, I got a call out of the blue to go to New York and meet with Leo Mullin. I didn’t know Leo personally but knew he was CEO of Delta Air Lines so automatically assumed he wanted to talk about a possible tie-up with Orbitz, Delta being a stakeholder in the US company. The idea had already been mooted with Jeff Katz but it was on the back-burner until OPODO matured.


Aviation recruitment specialist Michael Bell, of Spencer Stuart, soon put me straight. The meeting was about IATA. As a former CEO of Alitalia and an IATA Board member I was well-versed in the lore of the association. Pierre Jeanniot, then IATA Director General, was an old acquaintance and I had attended the 2000 IATA AGM in Madrid at his invitation. But I couldn’t imagine why they would want to headhunt me. I’m not a neutral man, a fence-sitter. In my business experience, I was always fighting for or against something. IATA by contrast had found the fence very comfortable. Michael revealed that the search for Pierre’s successor had been going on for a while but had stepped up a gear after 9/11. It had become the Board’s urgent priority.


I accepted the invitation to meet Leo mainly out of curiosity. We met in Spencer Stuart’s Park Avenue offices and immediately built up a good rapport. Leo was stressing urgency in the new DG appointment as a proposal had to be presented to the IATA Board the following month.


We reviewed my work experience, not just as head of OPODO but also my time leading Alitalia and my international experience with Italian conglomerate IRI—one of the largest corporations in the world with 500,000 employees and $50 billion in revenues. As Head of the International Division, I was personally responsible for a significant percentage of that. My IRI role brought me into contact with different cultures and government decision-makers, including many Presidents and Prime Ministers. This obviously struck a chord with Leo who understood that high-level political support and negotiation experience was essential if IATA’s traditional approach was to change.


Taking Leo through my personal history it was becoming increasingly obvious that my background did indeed match IATA’s needs. But I was a long way from being convinced that the job was right for me. At the 2000 AGM I was struck by how little IATA had changed since my Board member days during the early 1990s. Ten years and a huge change in market dynamics, including 9/11, had failed to budge IATA from its comfortable perch. I couldn’t imagine having to oversee another ten years of solid indifference while the world wobbled in geopolitical and economic turbulence.


Decision time


Advice doesn’t come any better than from Jack Welch, my mentor, business hero and, I am happy to say, a personal friend. I’ve known the legendary businessman since the 1980s and we often spend time together socially with our wives. I recall in particular a wonderful week in Palm Beach when Jack introduced my wife and me to golf. Traditionally, we spent a week in Capri and followed this by watching the French Open tennis at Roland Garros, Paris.


I told Jack about my meeting with Leo and, since we were both in New York, we arranged to have lunch at a trendy, well-known restaurant. Talking with Jack wasn’t easy. It’s not that he isn’t a great conversationalist but he had just released his latest book, Straight from the Gut, and was signing autographs like a rock star. We had to slot in our conversation between adoring visits from business groupies. I told Jack about my impression of IATA—a dusty cave, dark and full of creatures afraid of the light of day. Jack shrugged and said without hesitation to jump on board. The situation was critical and in his opinion that made it a great time to join.


More meetings followed. First, Xavier de Irala, head of Iberia, in Madrid and then Isao Kaneko, CEO of Japan Airlines, in London. Kaneko was very persuasive about the need for change. Although I didn’t know it at the time, he was about to get very busy with the merger with Japan Air Systems. Unfortunately, Kaneko hit a very real problem with consolidation, which is how to keep pilots happy. The issue is seniority and pay levels, underlined by some very strong unions. But more often than not, pilots will claim any disagreement is about safety. It is rarely the truth. The Japanese Minister responsible listened to the unions, however, and although Kaneko was able to chair the IATA AGM in Tokyo in 2005, he left JAL the day after the AGM finished.


Both Irala and Kaneko were members of the IATA Board of Governors and both insisted that the Board was pushing for real and tangible change. It was Leo Mullin and Jürgen Weber who finally persuaded me to join IATA, although to be honest the real decision-maker was my wife Elena. She wasn’t keen at first, wary of what she thought would be constant trips between IATA’s main offices in Geneva and Montreal. We also worried that I wouldn’t have much time to spend with our daughter, Claudia, who lives and works in Rome. But both Elena and Claudia eventually saw the challenge as too big to refuse. It was a good job Elena didn’t know I would be away for 20 days a month otherwise we would never have got past the first phone call. In return for her support, I promised her that I would stop working at 65 and we would return to live in London. As a gesture of intent we bought an apartment a couple of blocks away from where we were living during my OPODO days.


Decision made, I asked Leo exactly what he wanted from me. “IATA is a reliable association,” he said, “but it is no longer relevant to the industry.”


The word relevant started to buzz in my mind. Understanding what that meant in the context of IATA wasn’t easy. IATA is an association, not a straightforward commercial business. It started life in 1945 when just about every airline was state-owned. IATA doesn’t have competitors in the typical sense, it isn’t listed on the stock market and it is a Canadian not-for-profit corporation.


This was my first clue. Somehow, IATA had come to translate its brief as a “not-for-making-money” organization, a “not-for-change” organization or a “not-to-be-run-like-a-business” organization. But if we were to serve our members properly we needed to be efficient, anticipate their requirements and realize enough money from commercial operations to assist any members in need. Most of all, we needed to provide leadership by building a consensus among all our members and not just a happy few. I knew that IATA was a big boys club, ruled by the major airlines. I also knew that suggesting consensus—seeking the support and understanding the needs of smaller carriers from emerging regions—would raise a few eyebrows.


But 9/11 had changed the rules of the game. The industry was collapsing and airlines were going out of business left, right and centre. Through IATA I had a once-in-a-lifetime opportunity to reshape the industry.


Assessing the situation


Any leader has to make an honest assessment of the challenges ahead and the ones being left behind. I found leaving OPODO very difficult. It was my baby, a start-up company that introduced an innovative distribution model to the industry. After months of 12-hour-plus days we were beginning to enjoy a lot of deserved success. I was baling out just as the good times were beginning to roll.


And yes, the challenge at IATA was immense and very tempting but the crisis was unprecedented and the major airlines held all the cards. What was good for the big guys was good for the industry, or so they thought.


On top of this, IATA was in an acute financial situation. There was a couple of months’ worth of cash, no assets and there was a $30-million mortgage on our headquarters. Most of IATA’s money came from members’ dues and fees for service. Agreeing the funding for a new project was a long and painful process because it inevitably meant asking members for more cash. That lost the association its flexibility. New projects were old and obsolete by the time they got approval, let alone delivered.


My friend and former IATA DG, Pierre Jeanniot, had done well to bring the industry settlement systems—the back-end process that ensured airlines got their money from travel agents and other stakeholders—into the IATA fold in the 1990s. That was no easy task. But apart from that, there was not even a whisper of change. Would I really get Board support for a revolution?


Maybe. More of a certainty was that getting any kind of support from the majority of the IATA management team would be a pipedream. Many of them had ended up at the association having failed to gain a promotion at an airline. IATA was the pre-retirement destination of choice, a sort of winding down halfway house between business and leisure. Others had a government background, which gave them the same sense of urgency as a United Nations study group. They wouldn’t cut it in the real world of competitive business.


To my knowledge, nobody at IATA had ever been fired. And the most ferocious yearly target was “how many meetings have you had with a member airline in the last 12 months?” This was a clear indication of the malaise in IATA management. I bet whomever looked after Air Seychelles was a star performer.


In short, IATA knew little about getting results as measured by exacting business targets. It was an institution doing what it had always done.


The right man


Understanding the challenges is only one part of the equation. Another is understanding yourself. What would I bring to the job? Looking back over my life and career, it was apparent that managing change had been a constant factor.


My schooling began in Milan in the 1950s but the family soon moved to Buenos Aires as my father had become CEO of Pirelli Argentina. We stayed there for nine important, formative years. I have retained a great love of the Spanish language and Latin American culture, and clearly my time there invested me with a spirit of multiculturalism. Returning to Italy I graduated from La Sapienza, the University of Rome, and became Assistant Professor at the Economics and Commerce School there. The sudden death of my father in 1970 prompted me to move on, this time to New York where I got a job with the First National City Bank. Coincidentally, the office was on Park Avenue, a couple of blocks away from where I met Leo, and every day I walked past the then famous Pan Am building. Pan Am is no more and their headquarters is now called the MetLife building, which provides a quick snapshot of how well airlines have fared over the years.


Moving to the United States was not just about experiencing another culture. I also added some important skills. I was working with the bank’s International Division and was part of a small team that invented and launched the first Eurodollar loans, which focus on US deposits in foreign banks. I got used to handling large sums of money and a different way of working. The American and European work environments were poles apart at the time. The US experience taught me to handle pressure, respond to tough targets and deliver with speed.


I moved on to study at Harvard Business School with Professor Roland Christensen. My work there gave me a great foundation in understanding how to change a business. The book my research project was based on, Arthur Chandler’s Strategy and Structure, became a business bible for me and I’ve often referred back to it throughout my career.


After finishing at Harvard, I went back to Italy and in 1976 started work for ENI, a major oil company. I was the Chief of Staff for the CEO, Pietro Sette. Previously, Sette had been the lawyer and advisor for the founder of ENI, Enrico Mattei. As such, Sette was instrumental in devising the famous 50/50 profit sharing deal with Middle East oil producers. It was a deal that revolutionized the oil business. Tragically, Enrico Mattei was killed when the company aircraft crashed in mysterious circumstances; most probably because of a bomb. Sette eventually became CEO of ENI and I became his closest aid.


I had a significant role in top-level meetings and discussions, particularly in Africa, the Middle East and the Far East, because Sette didn’t speak English particularly well. Every meeting was planned thoroughly. Our policy was to first build up a personal relationship so we knew exactly who we were talking to, their likes and dislikes. The business proposition was only mentioned once a level of trust and communication had been established. Sette was a sophisticated negotiator and a great mentor. He understood that even in business, having the right arguments was only half the battle. You also have to elicit the right feelings. You must be somebody with whom your counterpart wants to do business—not just somebody with whom they should do business.


We operated at the highest level. For example, I had the dubious pleasure of meeting Colonel Gadaffi when ENI was drilling in international waters between Tunisia and Libya. He was arrogant and unpleasant and there was a very tense atmosphere because he wanted to unilaterally extend Libyan waters to gain control of an important oil platform. I remember this well because I met him again when I became IATA Director General and he was a completely different man, very softly spoken and genuinely interested in the discussion. Gaddafi believed a new Libyan airline would be a useful tool to help his country extend its influence abroad. He needed IATA support in building the right infrastructure. Afriqiyah Airways was born and stepped into the gap left by Air Afrique and the French airline, UTA. The only awkward point came when Gaddafi asked me what I liked most about Libya. I said I had only had the opportunity to stay for a night at a time so couldn’t really comment. When he pressed, I mentioned that I really liked the dates that were available from the local markets. On my way to the airport, complete with police escort, the driver suddenly stopped at the local market. Clearly the intention was to buy some dates for me but the noise and confusion caused by the police suddenly stopping scared off the stallholders and I had to leave the country empty handed. A week or so later, I received a big box of fresh dates complete with a very polite note from Gaddafi.


I was also involved in negotiations with an Algerian company, Sonatrach, that set up the first trans-Mediterranean gas pipe from Algeria to Northern Italy. Their Chairman, Sid Ahmed Ghozali, later became President of his country and I enjoyed a good relationship with him for many years. We used to go jogging together at 6am when he was in Rome, enjoying the peace and quiet of the Villa Borghese park but tracked all the way by a very conspicuous police force.


After a few years at ENI, I made another change. Sette had moved to IRI, a holding company for some 500 firms and $50 billion in revenues. It included many famous Italian brands under its umbrella, such as Alfa Romeo, Aeritalia, Alitalia and most of the Italian banks. The company was set up by Mussolini after the 1929 Wall Street crisis to bolster Italian industry and it also played a leading role in rebuilding Italy after the Second World War. I followed my boss, initially in the same Chief of Staff position. I later became Senior Vice President of International Affairs, responsible for IRI’s international strategy and around $10 billion in revenues. The role gave me the opportunity to further my contacts at the highest level.


In India, after I had negotiated the sale of petrochemical refineries and power generation plants, Sette and I explained the benefits of the deal to Indira Gandhi. We had tea together on many occasions in the most beautiful gardens imaginable, part of her official residence in New Delhi. It was in these gardens that she was later assassinated by two of her bodyguards, who shot her 31 times. She was a strong lady and talked passionately about India and its role in the world. Her two sons were on very different paths at that time. The younger son, Sanjay, had been the chosen heir but died in a flying accident in 1980. The elder son, Rajiv, was a pilot at Air India but was persuaded by his mother to be her political successor. Rajiv was a kind, friendly man, and it amazed me he could be so personable and yet slip seamlessly into the role of leader of the largest democracy in the world. I carried on meeting with him even after he became Prime Minister and established a good personal relationship. Rajiv loved Alfa Romeo cars. He knew all the latest developments, the nuances of each model. Fortunately, I did my homework and we always had a lively exchange on the car manufacturer’s future as well as aviation issues.


While at IRI, I also got to meet someone who has since become a close friend. Singapore’s Prime Minister Lee Kuan Yew became involved with IRI when we were trying to find a good location to expand SGS Microelectronica into the semiconductor wafer fabrication process. Meeting him was a truly enriching experience. He had an unbelievable vision for Singapore even though seemingly insurmountable obstacles lay ahead. He proved that a clear strategy and determined leadership can see you through any challenge. Even now, over 80 years old, he still looks to the future. His vision and leadership have always been an inspiration to me and what he has achieved should always be held up as an example for aviation to follow.


In 2003, after I had become the IATA DG, I went to see him in Singapore and presented him with an old map of Singapore Changi Airport. He had been personally involved in Changi’s development and the map depicted a design he had approved. I asked him whether the airport or the airline—in which he had also played a crucial role—was more important to Singapore. He plumped for the airport but resisted dwelling on the past and instead started talking about what to do about low-cost carriers, a particular problem at the time.


While I was at IRI during the 1980s, betting on China’s development seemed a reasonable wager. Plenty of the top management at IRI favoured Russia but my instinct for change told me it was going to happen fastest in this most traditional of societies. We were trying to sell China a factory for the production of seamless steel pipes for the gas industry. Together with Romano Prodi, Pietro Sette’s successor as CEO, I met with Prime Minister Li Peng several times, in Rome and in Beijing. It took about three years— China wasn’t yet developing at the speed for which it is currently famous— but eventually we secured a $3-billion deal. That contract was about team work. Prodi kept in contact with the Prime Minister while I worked with the Mayor of Tianjin, Li Ruihuan, on details. Li Ruihuan was on his way to becoming a very influential figure in Chinese politics and persuading them both pushed the contract through. We built a plant in Tianjin, in the Northeast of the country. In those days driving from Beijing to Tianjin was a difficult, tiring journey taking several hours. But as evidence we made the right decision in investing in China, the journey can now be made in around 30 minutes on the Jingjintang Highway. Relations with the Chinese leadership remained strong throughout my time with IRI and I developed further deals in other sectors, such as telecoms.


I think the main reason I developed so many good relationships with world leaders while I was at IRI—apart from thorough homework—was that I never bored them with politics. Thankfully, that meant they never bored me with politics either. We simply talked about business cooperation and I think that was a great relief for them. It certainly was for me.


What all this really taught me was that there is always common ground. Prepare well, find that common ground and build up the relationship. And once that link is formed, work hard to maintain it, no matter how the business deal develops. Personal contacts are the lifeblood of business.


Alitalia


My good work at IRI got me my first CEO-level job at Alitalia in 1989. I was instantly grateful for the negotiation skills I had acquired because the airline was on the verge of imploding. It was plagued with strikes, there were constant confrontations both internal and external, and the route structure ensured profitability was a distant prospect.


Alitalia had 86% of the Italian market at the time and controlled all the airports with the exception of Malpensa in Milan, which was owned by the City. My appointment got strong support from the shareholders and trade unions. I had a mandate to change everything. This was just as well because everything needed changing.


I began by studying the balance sheet and meeting with all the management. Renegotiating the union contracts was a must. I managed to win the unions over by ceding some salary increases but gaining an awful lot more in efficiency. It was a win−win deal because it boosted morale as well as services and we were soon in a positive recovery phase. That helped convince my shareholder, IRI, to make a massive investment in the airline and we ordered 40 Airbus A320s with CFM engines. We also got ten MD11s with GE engines and this boost to capacity further increased the upward swing of the company.


But then, having been promised the money for these purchases by my shareholders, I was told that no further capital was available. Alitalia had made a massive investment and we had to take the hit directly on our balance sheet.


New beginnings in Latin America


My time as CEO of Alitalia was very exciting. There was always a deal in the offing, a challenge to overcome. I never had a quiet day at the office. At one point, the opportunity to become involved in the privatization process of Aerolíneas Argentinas presented itself. Having spent a large part of my early years in Argentina, I have always been interested in the airline. I flew on the airline many times as a young passenger, travelling between Italy and Argentina with my parents.


So I was immediately drawn to the project. To help structure any deal, Alitalia became involved with Citibank (the new name for my former employers, the First National City Bank) and in particular with John Reed, the legendary CEO who had led the bank through a major reorganization and who later became Chairman of the New York City Stock Exchange. John was interested in the deal as he had also been raised in Argentina for a time and aviation was a sector that always captured his attention.


Alitalia was one of the leading European airlines and I felt I was in a good position at the negotiations. I knew the country well and spoke the language. I also knew the President, Carlos Menem. Years earlier, when I was working with IRI, I had invited him to lunch in Rome. At the time, he was Governor of La Rioja, a northern province in Argentina, and clearly had a bright future in front of him. His parents were from modern-day Syria but he had embraced the culture of the day and sported long hair and bushy sideburns. My Chairman, Romano Prodi, was shocked by Menem’s appearance and even more shocked when I told him afterwards that he was someone to watch, a potential future President of Argentina.


I maintained good relations with Carlos Menem and in 1989 I was not at all surprised that he made my prediction come true, campaigning as a real maverick and defeating Raul Alfonsin to become President of Argentina.


Despite this personal touch, the meetings on the Aerolíneas Argentinas deal didn’t go as planned. I was explaining that we had to build for the future and not just organize a rescue package for the current troubles that the airline was experiencing. But it was hard to make headway, mainly because the Argentinean government was insisting that it kept a significant portion of the shares in national hands. We couldn’t see any value in the deal under those circumstances and I told my colleagues that I would try to find the right moment to explain to President Menem that we would withdraw from the deal.


I wasn’t looking forward to doing that. The President believed we would find a solution and had expressed his appreciation that Alitalia and Citibank would soon be driving the Argentinean airline forward.


When you have to deliver bad news, it is best to do it face-to-face. But prepare well, including getting the timing and location of the meeting correct. It was now 1990 and the soccer World Cup was about to start. The opening match was between Argentina, the holders of the trophy, and Cameroon. The match was taking place in Milan and President Menem was in the country. I suggested a meeting in Milan as I knew he would go the game and it was better if we met away from his office. President Menem accepted my proposal and invited me to a private dinner after the match. Though my colleagues were pleased, I was concerned. I thought it best to meet for breakfast before the match. It proved to be a good decision because there was a major shock and Argentina lost to Cameroon. Having to tell President Menem that the deal was off after his team had lost a soccer match (a very serious business in Argentina) would surely have made the meeting more difficult.
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