
Notes on 
Abelli & Saviotti (A)
Issues

· What can Abelli & Saviotti do to swing the BCI board in their favor and accept the Unicredito merger?

· What should they have done in the past in order not to be in the situation they are in today?

Analysis

· The basic problem is that Cuccia and Mediobanca feel threatened by the merger and have mobilized their extensive network to directly and indirectly influence individual board members. 
· Seeing this, Bazoli, a Machiavellian operator of the first degree, brilliantly exploits the situation by posing as Cuccia’s savior and leveraging Bazoli’s relationship with Governor Fazio. The deal he offers is inferior to the Unicredito deal, but (a) in its role as savior it is not scrutinized, and (b) he refuses to give details until after the BCI board rejects the Unicredito deal. Cuccia fails to see that Intesa’s relative disconnection from the Mediobanca web will make Bazoli difficult to control later.
· Mediobanca is by far the most central player in the network of direct and indirect influences, a position carefully built-up by the aging Cuccia and his cronies who have been in power for most of the century. The numbers show it has the most outgoing influence on others, as measured by row sums of the influence matrix. However, they also have high influenceability, as measured by the column sums of the influence matrix. Thus, it is technically possible to mobilize the network against them.

· A key player in all this is Generali, who occupies a key brokerage role in the network of dependencies, and whose board is split on the issue. Mediobanca normally controlled Generali via a shareholder’s pact with Lazard, but Lazard was in favor of the Unicredito deal. In addition, the chairman of Generali, Bernheim, was a senior partner at Lazard and also in favor of the Unicredito deal.
· Another key player is Desiata, who brokers the relationship between Cuccia and Bazoli, and is rewarded with the chairmanship of Generali. 

· Mediobanca’s dense network is good for enforcing norms, constraining behavior and keeping control. It is not good for fostering change. 

· Abelli and Saviotti and Profumo are young, modern managers who were instrumental in modernizing Italian banking and who frame the situation in terms of its technical merits (i.e., the Unicredito offer is a good deal). Cuccia is an old guard patriarch who leads like a Godfather. This creates a gap between them. Cuccia is looking for managers who will “play ball”, like Fausti and Desiata..
Prescription

· Saviotti needs to apply influence in the same way as Cuccia, targeting the board of Mediobanca as well as of its allies, HdP and Generali. (He sits on boards of Mediobanca as well as HdP.) He doesn’t have to win over those boards, just divide them so they can’t take action like creating a shareholder’s pact or ousting pro-Unicredito members (like Bernheim). Similarly, Saviotti needs to find a way to get to Fazio of the central bank (to neutralize Bazoli’s influence on him), as well as the prime minister. One avenue might be through powerful Fiat. 
· Abelli needs to organize the foreign banks to increase their stakes and vote as a block. The foreign banks will be much more susceptible to the factual merits of the situation.
· In addition to mobilizing their indirect connections to target board members of the relevant companies, Abelli & Saviotti should exercise leadership by casting the fight in larger terms, as a battle between the old, Sicilian, family-based, oligarchic, local, petrified forest way of doing things (exemplified by Cuccia) , and the modern, global, rational, youthful way (exemplified by Profumo, head of Unicredito, who was an ex-McKinsey consultant). 
· Abelli & Saviotti need to think through or find out what each of the key players really wants, and explore alternative ways of giving it to them. For example, Mediobanca didn’t want a single organization to own too much share in itself. So A & S could offer to have Unicredito divest themselves of Mediobanca stock as a condition of merging. Similarly, they can point to Cuccia that Bazoli will emerge from this with great power and autonomy, and will not in fact be under Cuccia’s control
· Abelli & Saviotti should have been working all along to develop a position in the network that would allow effective action. They were clearly not maintaining strong relationships with the central bank and the government. They were not developing countervailing relationships with their shareholders. 

Lessons

· Ultimately, this case is about exercising influence indirectly through intermediaries.

· It is also another illustration of how much more there is to wielding power than authority and competence. 

· The case also makes clear the value of building interdependent relationships with key players over time that can be leveraged when needed in the future.

· As both Cuccia  and A&S found out, you gotta know the (network) territory

Influence Matrix

The influence matrix is an actor by actor matrix in which the cells indicate how much influence the row actor has on the column actor. It is calculated by summing two other matrices: the 1-step and the 2-step. The 1-step matrix gives the percentage of stock that the row company owns of the column company. The 2-step matrix calculates the value of 2-step paths as follows. If A controls 10% of B’s stock, and B controls 10% of C’s stock, then we assume that A indirectly controls 10%x10% = 1% of C’s behavior. The influence matrix gives the sum of all 1-step and 2-step influences that a row company has on the column company.

	
	bci
	burg
	comm
	comp
	deut
	fiat
	gene
	hdp
	inte
	ital
	italm
	laza
	medi
	pari
	pire
	roma
	sai
	unic
	Sum

	bci
	 
	3.9
	1.1
	4.7
	0.0
	0.3
	1.2
	3.1
	0.0
	0.0
	0.8
	0.3
	9.5
	0.0
	1.2
	0.2
	0.2
	0.0
	26.5

	burgo
	2.0
	 
	0.0
	0.1
	0.0
	0.0
	0.1
	0.1
	0.0
	0.0
	0.0
	0.0
	0.6
	0.0
	0.0
	0.0
	0.0
	0.0
	3.0

	commerz
	5.0
	0.3
	 
	0.2
	0.0
	0.1
	5.0
	0.2
	0.4
	0.0
	0.1
	0.5
	0.6
	0.0
	0.0
	0.0
	0.0
	0.0
	12.5

	compart
	0.0
	0.3
	0.0
	 
	0.0
	0.1
	0.3
	0.3
	0.0
	0.0
	0.2
	0.1
	2.0
	0.0
	0.2
	0.0
	0.0
	0.0
	3.4

	deutsche
	4.5
	0.1
	0.0
	0.1
	 
	0.0
	0.0
	0.1
	0.0
	0.0
	0.0
	0.0
	0.5
	0.0
	0.0
	0.0
	0.0
	0.8
	6.2

	fiat
	0.7
	3.1
	0.0
	0.3
	0.0
	 
	0.3
	13.5
	0.0
	0.0
	0.2
	0.1
	2.0
	0.0
	1.0
	0.0
	0.0
	0.0
	21.2

	generali
	1.4
	5.5
	5.0
	0.4
	0.0
	3.0
	 
	3.9
	8.2
	0.0
	3.2
	10.1
	2.4
	0.0
	0.4
	0.0
	0.0
	0.0
	43.7

	hdp
	2.7
	21.0
	0.0
	0.1
	0.0
	0.0
	0.4
	 
	0.0
	0.0
	0.0
	0.0
	0.4
	0.0
	6.0
	0.0
	0.0
	0.0
	30.6

	intessa
	0.0
	0.0
	0.0
	0.0
	0.0
	0.0
	0.0
	0.0
	 
	0.0
	0.0
	0.0
	0.0
	0.0
	0.0
	0.0
	0.0
	0.0
	0.0

	italia
	0.0
	0.2
	0.2
	0.0
	0.0
	0.1
	4.7
	0.1
	0.4
	 
	0.1
	0.5
	0.1
	0.0
	0.0
	0.0
	0.0
	0.0
	6.6

	italmobiliare
	0.8
	3.9
	0.0
	3.7
	0.0
	0.1
	0.3
	4.8
	0.0
	0.0
	 
	0.1
	2.1
	0.0
	0.5
	0.0
	0.0
	0.0
	16.3

	lazard
	0.1
	0.5
	0.3
	0.3
	0.0
	0.2
	5.1
	0.4
	0.4
	0.0
	0.3
	 
	2.1
	0.0
	0.2
	0.0
	0.0
	0.0
	9.9

	mediobanca
	1.7
	17.7
	1.8
	14.8
	0.0
	3.5
	13.4
	14.3
	1.0
	0.0
	8.5
	4.7
	 
	0.0
	12.6
	1.7
	2.1
	0.0
	97.8

	paribas
	3.3
	0.1
	0.0
	0.1
	0.0
	0.0
	0.0
	0.1
	0.0
	0.0
	0.0
	0.0
	0.3
	 
	0.0
	0.0
	0.0
	0.0
	3.9

	pirelli
	1.1
	0.6
	0.3
	0.3
	0.0
	0.2
	6.4
	0.5
	0.5
	0.0
	0.3
	0.7
	2.2
	0.0
	 
	0.0
	0.0
	0.0
	13.3

	roma
	0.1
	1.1
	0.1
	1.1
	0.0
	0.2
	0.9
	1.0
	0.0
	0.0
	0.6
	0.3
	7.6
	0.0
	0.9
	 
	0.2
	0.0
	14.0

	sai
	1.5
	0.4
	0.0
	0.4
	0.0
	0.1
	0.6
	0.4
	0.0
	0.0
	3.4
	0.1
	2.3
	0.0
	5.9
	0.0
	 
	0.0
	15.2

	unicredito
	0.1
	1.3
	0.1
	1.3
	0.0
	0.3
	1.1
	1.2
	0.0
	0.0
	0.7
	0.3
	9.2
	0.0
	1.1
	0.2
	0.2
	 
	17.1

	Sum
	24.8
	60.1
	9.3
	28.0
	0.0
	8.2
	39.7
	44.0
	10.9
	0.0
	18.5
	17.6
	44.0
	0.0
	30.2
	2.3
	2.9
	0.8
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