MERGERS & ACQUISITIONS:

B OWNE

World’s Largest Localization
Company Created With
Stroke of a Pen

In a shot heard round the translation and localization industry,
Bowne, a prominent New-York-based financial printer (traded
publically on the AMEX. symhol BNE). recently announced the
tormation of the world’s largest software-localization company
with its acquisition of four companies in France, Germany,
Japan. and Spain. The compsanies, Paris-based 1&G COM.
Munich’s GECAP, ME&TA of Madrid, and Yokohama's
Pacifitech, will he merged with Bowne’s November 1996 acqui-
sition, Los Angeles-based 1DOC, to form the Bowne Localization
Group, according to company announceinents.

The acquisitions were hailed with warm words by Claudio
Pinkus, CEO of the Group: “The creation of the Bowne
Localization Group represents an important milestone in the field
of software localization. Each of the companies who have joined
us is the market leader in localization in its respective market,
All of them are renowned for quality and service, as well as
extraordinary technical talent. As the integration process gets
under wayv, we will be able to deliver innovative and cost-effec-
tive solutions to dur customers. bevond their expectations.”

Industry watchers see positive signs in the development. with the
merger signifving the burgeoning demand and “coming of age”™
of a fragmented industry. Others cite cautionary tales of abortive
mergers and acquisition. Some heard echoes of R.R. Donnelley,
another prominent printer. that had attempted unsuccessfully to
diversify into the localization business in recent vears. {See
industry responses. right column.)

By many observers’ reactions, the Bowne move is well timed,
uniting leading strategic suppliers and solidifving a formidable
client base.

The client lists of The Bowne Localization Group form one of

the most impressive assets of the venture, sporting snch names
feontinued on pags 41)#

GOES

Ac the Altar: pew members of the Executive Committee of the Bowne Localization & Translation Group convene in Mew York.

Lefe to right: lohann Schuseer of GECAP {Munich); Robert Myers of Pacificech {Yokoharna); Claudio Piakus of IDOC {Los Angales); Ignacia Mufoz of MESTA {Madridy, and Frederic lovleff of
18G COM (Paris). Mr. Mufioz holds the Bowne Bicentennial Eagle, created for the company’s 200th anniversary in 1975.

Industry Reaction
v In March of this vear we learned. at

. , 6 6 the LISA Forum—FEuwrope, that buy-

: outs and mergers during the past 12

months by some of the larger players {e.g.,
Lernout & Hauspie, IDOCBowne, ITP and
LionBridge) have injected investment cap-
Q ital of approximately $250 million dollars
into the service side of the industrv. This

Michael Ancbile, Director . .
has the potential of completely trans-

of LISA (Localization '
Industry Standards forming the landscape of the localization
Assaciztion) buginess.

It is clear that the industry has enortuous potential for providing
stronger mnanagement, as well as sophisticated infrastructures
and technologies. All of this costs monev. One vital effect of
this financial maturing will be the emergence of mere serious
attempts towards standardizing than we have thus far seen,

‘ ‘ Lots of money 1s now being spent on
M&As in the industry, but these
operations do not alwavs upgrade the
quality of individual bn-country production
sites, These consolidations certainly boost
the financial strength of these localizers.
and that brings more technology potential

i for really large projects, and mayv lead to
) , Y larg ;
Desirge van Driel, Maraging

B ) lower prices. As a smaller actor, we are
[gomia) il .

Translations Mana:umw forced to make all our monev on projects so
{The Netherlands) a5 to reinvest and grow. We cannot afford

to run inefficient projects; and our effi-
cieney pavs off for our custemers as well.

But large structures do not necessarily always meet the needs of
medium-sized or smaller-project customers. Some of our cus-
tomers do not want to work with very large concerns because
they feel ignored in the process. The advantage of being smaller
ts that vou have more control, better personal relations with ens-
tomers, are that you can react faster and be managerially more

(centinued on page 4|}w
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CEQO SPOTLIGHT

Claudio Speaks

& & The Bowne Localization Group specializes in a narrow and
important area of localization: We make the foreign-lan-
guage versions of the most widelv used software products

in the world., Companies like Microsoft, IBM, Oracle, HE.

Intel, and Novell relv on us for the localization of their prod-

ucts into as many as 22 languages. We are the localizers of

Microsoft Office, Lotus Smartsuite, Corel Draw, and Novell

NetWare. We alsa localize the popular hardware products, such

as printers. scanners, digital cameras, sound cards, and more.

The Internet is emerging as the mest important communica-
tions tool the world has ever seen. Our customers are moving
their businesz to the World Wide Web at a very fast pace,
Today we unveiled the localized Bowne
Web site. In the near future, businesses
will be conducting business on the Web:
prospecting, selling, and integrating
data. The Bowne Localizatien Group is
already carrving out these activities and
helping customners use the Web effec-
tivelv all over the globe.

Altogether, the Bowne Localization Group
members had a combined revenue
exceeding $50 million in 1996, making us
the largest localization company in the
world. But it is not just size that matters
in any business. The companies we have
brought together are the most respected
names n the industry. IDOC. GECAF,
Linguatech, ME&TA. and Pacifitech are
svnonymous with quality and dedication
in the localization business.

Financial printing and localization have

many things in common, In both businesses we
need fo manage and modify mformation pro-
vided by the customer under tight deadlines,
requirements that cannot be clearly spelled
out from the outset of a project, and we
must deliver top quality, on time. with
great customer service, These characteris-
tics are indistinguishable in both indus-
tries. Superior service is the most
important consideration in the race to
meet customer needs, Bowne's tradi-
tion of customer service will no doubt
enhance and support the growth of the
Localization Group.

There are important differences as well.
While the world is moving towards the
digital information age, financial printing
has limited growth potential. Localization is
a new industry emerging from the digttal
revolution. In fact, while a small part
of the output of our industry is
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IBM, Microsoft, and Oracle
combined spend

approximately $1 billion a

much of it still being

produced in-house.

The outsourcing opportunity

is extraordinary.

REMARKS TO BOWNE ANNUAL SHAREHOLDER'S MEETING, 27 MARcH 1997

delivered to the customer in printed form. most of it resides
today in CD-ROMs, databases, and Web sites on the World
Wide Web. It is estimated that the financial printing industry
bills a total of approximatelv §1 billion per vear worldwide,
and the business is highly cyclical and dependent on stock-
market conditions. Localization expenditures are already esti-
mated at $2 billion per vear, and growing at approximately 30
percent vearly.

Bowne expects 1o fully participate in the growth of localization
worldwide, Beyond the software industry. demand for localiza-
tion services is also growing in telecommunications, medicine,
and financial services,

Working closely with Bowne’s professional
sales force, we expect to find new oppor-
tunities and great synergy. I am delighted
to have the opportunity to lead the Bowne
Localization Group in this global arena of
growth that will be of great value to our
customers, our emplovees, and our share-

holders.

year on localization services,

Also on the agenda:

We believe the software lccalization
industry presents an opportunity for
exceptional growth. Moreover, the skills
developed by the members of this group
will thrust Bowne into the forefront of the
document-building and digital communi-
cations skills necessary for businesses to
trulv compete in the global market.

——Robert Johnson. Bowne's Chairman
and Chief Executive Officer

Our vision is to make Bowne the preeminent,
global provider of docninent-outsourcing solu-
L tions to businesses in the US and abroad. We
offer our customers a fexible, “one-stop-
shopping™ epportunity for managing the
life cycle of their documents. Bowne
Busitess Services helps firms create, pub-
lish. reproduce, repurpose, and disseminate
information—a powerful combination in
today’s environment, where the pace,
volume, and sophistication of business docu-
ments continues to grow. Services we deliver
include word processing, deskiop publishing,
tvpesetting, reprographics, records management,
multimedia, MIS department outsourcing,
Internet, and Intranet solutions,

—Michael A. Schlanger,
President and COO,

Bowne Business Services




Bowne (continued from page &)

as Microsoft. IBM, Lotus Development, Novell, Intel, Hewlett-
Packard. and Eastman Kodak. “We helieve that the strong rela-
tionships the acquired companies have built with these and
other customers over the vears will be enhanced and reinvigo-
rated as a result of our additional capabilities and the synergy
that will be derived from integration.” Pinkus noted.

Robert Johnson, Bowne's Chairman and Chief Execntive
Officer, said that together, the first quarter FY97 acquisition of
IDOC and today’s localization acyuisitions represent an aggre-
gate investment of approximately $40 million in localization out-
sourcing for Bowne, “The five localization companies together
generated more than $50 million in 1996 revenues,” Johnson
added. Bowne's sales for the fiscal vear that ended October 31,
1996, were $501 million.

The move comes at a eritical time for Bowne, The printer sector
kas seen its margins battered in recent vears, awl shareholder
pressure has made diversification a necessity,

Bowne's chairman and CEO, Robert M. Johnson told share-
holders the company is expanding into new service offerings to
its existing customer hase of corporations, law firms, and finan-
cial-services companies., “We are, after all, not se much
printers today as we are a service-oriented, information tech-
nology company.”

“WE ARE, AFTER ALL, NOT SO MUCH
PRINTERS TODAY AS WE ARE A
SERVICE-ORIENTED, INFORMATION

TECHNOLOGY COMPANY.”
—Bowne’s CEOQ Bobert M. Johnsen

Johnson said that to increase shareholder value, Bowne has set
a goal of adding less cvelic and less stock-market-sensitive rev-
enmes in these new businesses such that Bowne will reduce the
percentage of sales atiributable to transactional printing—
printing associated with mergers and acquisitions, stock and
hond offerings, municipal financings, and other market-sensi-
tive transactions—from the current 45 percent of sales 1o 25

percent by the vear 2000,

New York-based Bowne currently has offices in 45 cities arouncd
the world. The new acquisitions add localization facilities in
Brazil. Canada (where Bowne is already a leading commercial
and financial printer), Finland. France, Germany. Ireland, Itak,
Japan, the Netherlands, Slovakia. Spain, and Thailand.

Bowne & Ce., Inc., established in 1775, is the world’s largest
financial printer and the leading provider of EDGAR electronic
filing services to corporations, law firms, investment banks, and
nutual-fund groups,

In addition 1o its core financial and commercial printing busi-
ness. Bowne provides clients with decument-building solutions,
Internet and print-on-demand services, in multiple languages
and in print and electronic formats.

Contact:

Weh: www.howne.com
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Indussry Reaction (continued from page §)

flexible. This is still first and foremost a people and communi-
cation business,

‘ ‘ A piecemeal group of acquisitions does
not in itself provide software pub-
lishers with greater value. We at
LionBRIDGE believe that value is created
through technology and process integration,
not acquiring real estate. From our perspec-
tive there are no direct benefits to customers

Rory Cowan since vou don't gain economies of scale
President & CEO through acquisitions alone. After Donnelly’s
LionBRIDGE Techniologies

difficulties in developing a localization busi-
ness, we are surprised that another printer
such as Bowne is trving that strategy for diversification, But we
are certainly happy to see that investors are looking closely at the
value in localization companies.

‘ 6 At AlpNet, we have taken many vears to
develop a commonality of understanding
between our different companies, with
their own tradition and culture. In the case of
these recent buy-outs they will have a very diffi-
cult task in capitalizing on the benefits from
working together with each other under a single
target and strategy. We shall probably see some
top heads roll, even though a buver would want
to keep experienced management on board. It will be interesting
to see whether the owners of these new companies will feel prop-
erly rewarded for their
investments.

Jazp van der Meer
Director at Alpiec

From a customer
perspective this
all makes
sense  because
we all recog-
nize the trend
to global cov-
erage——both
through  hori-
zontal expansion and
vertical integration under one roof.
But it will take some years hefore
we see these new organizations
deliver a solid service package.
Once the human infrastructure
is there, vou then have to estab-
lish the shared technical infra-
structure—another

major
investment In time and
mwoney.
These consolidation

efforts do suggest that

the Ovum report on

Globalization was right

to predict there would only be a few global plavers sharing a sig-
nificant part of this US$8 billion translation and localization
market by the year 2000. But I believe broad-scope language
services firms such as Alpnet will be better placed to meet the
needs of this market than the mere limited scope of purely
[ocalization service companies.
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