A TIMELINE OF RWS ACQUISITIONS 

Compiled and annotated by Ken Kronenberg

The translation industry is becoming increasingly consolidated; Slator, an industry on-line journal, covered close to 40 mergers and acquisitions in 2017 alone. As it readily admits there were others that it did not cover. In my opinion such highly leveraged deals may do the most consequential long-term harm to translators today, because: 
1. Agencies are being encouraged to sell to giant corporate entities. To puff up their profit picture and get the best sale price, owners will probably cut translator rates.

2. Because these deals are so highly leveraged, involving both enormous loans and the issuance of stock, the buyer will likely keep rates down to maintain profitability and satisfy bankers and stockholders.

This timeline should serve as a case study.
June 18, 2014 
CTi: We're Making Some Changes! 

Service requests will now be offered to you at a flat rate... In addition, these service requests will be offered to a small group of linguists at one time with an acceptance deadline. The first linguist to commit to the service request will be issued a purchase order... --> PERFORMANCE-BASED REWARDS

Translators working for Corporate Translations (CTi) received an e-mail with that message. For German, for example, billable rates would henceforth be by source word count rather than target word count: a 10% to 15% difference due to the expansion rate. PMs told translators that lower rates were necessary on account of thin margins on massive contracts. But is it not equally plausible that the owners were puffing up their bottom line in anticipation of selling the company, something that agency owners are encouraged to do to increase the sale price. Because... about a year and a half later CTi was sold to RWS Group for $70 million:

Nov. 4, 2015

RWS Doubles Down on Life Sciences and Acquires CTi for $70M
CTi showed $23 million in revenues in its latest audited financial statement for the 2014 calendar year, with adjusted EBITDA of $4.8 million. The acquisition is funded by $25 million worth of internal cash resources and a five-year $45 million Barclays loan.

It was a good investment:

October 11, 2016

RWS has patently good year
Shares in RWS Holdings PLC (LON:RWS) shot to a 52-week high as the patent translation and filing specialist trumpeted “its best year ever”.
Revenues for the year to the end of September are expected to be at least £122mln, which represents a significant improvement on the previous year’s £95.2mln, thanks in part by 11 months of contribution from recently acquired Corporate Translations Inc.
Adjusted profit before tax is expected to be not less than £30.5mln, up from £22.7mln the year before.

In other words, RWS’s banner year was based in part on the continued lowered rates paid by its CTi subsidiary. But RWS wasn’t finished absorbing other companies:
February 14, 2017

RWS announces fundraising and acquisition of LUZ
The intellectual property provider, which specialises in patent translations, said it plans to raise gross proceeds of £40mln through the placement of 12.1mln ordinary shares at 330p each.

The proceeds of the placement will be used to part-fund its $82.5mln full takeover of San Francisco-based group LUZ, which supplies translation and localisation services for life science companies.  

Adjusted pre-tax profit jumped 35% to £30.6mln in the year ended 30 September 2016 as sales rose 28% to £122mln, thanks in part by 11 months of contribution from recently acquired Corporate Translations Inc.

Shares in RWS rose 4.22% to 352.53p in afternoon trade. 

RWS acquired LUZ, and its profits continued to soar. Then, in an article titled

June 20, 2017

We Would Never Buy TransPerfect, Says RWS Chairman Andrew Brode
The world’s most valuable listed language service provider (LSP) delivered another impressive set of results. Revenues at UK-based patent and life sciences translation provider RWS rose 35% to GBP 76.6m (USD 97.6m) for the six months ended March 31, 2017, compared to the same period in the prior year.

Gross profits rose from GBP 23.7m to GBP 33.5m. Importantly, RWS also managed to expand gross margins by 20 basis points from 41.7% to 43.7%. Operating profit adjusted for one-offs and acquisition-related costs rose by 28.4% to GBP 19m.

The bulk of RWS’s revenues and profits still derives from its Patent and Commercial Translations UK division. However, with CTi and LUZ acquisitions, the group has grown the Life Science’s share from virtually zero two years ago to nearly a quarter today....

... “We have over 100 internal translators,” [Chairman Andrew] Brode said. “They are our most expensive resources. As NMT [neural machine translation] improves and becomes more commercial we will be turning our internal translators into post-editors.  And so the checkers we use at the moment will be dispensed with.”

The final paragraph makes clear the most disturbing potential aspect of the mergers and acquisitions process: the sidelining of translators by LSPs, and their replacement by post-editors. Whether RWS successfully implements this plan or chokes on it is beside the point. They have made their intention clear. This does not mean that there won’t be opportunities for translators, but it is a harbinger of things to come: those opportunities will be harder and harder to find. And fewer and fewer translators will find them. This is a textbook case of how wealth is systematically being funneled to the top, leaving those who do the work with less and less. 

And the march goes on...

October 18, 2017

RWS to Buy Moravia for USD 320 Million
RWS is leveraging its record high market capitalization to make its biggest acquisition to date by far. The UK-based language service provider (LSP) announced on October 18 the acquisition of Czech-based LSP Moravia for USD 320m. The acquisition will be financed by a GBP 185m (USD 243m) share placement and a USD 160m loan.

RWS says it will operate Moravia as an autonomous division, in the same way it folded LUZ and CTi under the RWS Life Science brand. It appears, the Moravia brand will be kept for now.

Strategically, the acquisition marks a significant departure from RWS’ prior focus on so called regulatory verticals. Moravia’s core business is in enterprise IT, where the company competes head on with Lionbridge, SDL, and Welocalize.

... and on...

December 6, 2017

EXTRA: RWS Holdings Posts Record Annual Profit As Acquisitions Deliver
For the year ended September 30, pretax profit at the intellectual property services company grew 35% to GBP33.9 million from GBP25.1 million the year prior as revenue grew 34% to GBP164.0 million from GBP122.0 million the year before.
Reported results at the AIM-listed firm were boosted by the effects of its USD82.5 million acquisition of LUZ, a US-based translation firm.

CTi, which RWS said had a challenging year follow the renegotiation of several "key" customer contracts, was integrated with LUZ during the year, which is now completed.

At the end of September the company also acquired Article One Partners LLC, which operates an online crowdsourcing platform, for USD8.0 million in cash. It is expected to be earnings neutral for its recently started year, having performed in line since acquisition.

Here is how AOP works.

In this crowd-sourcing model, it appears that the “thousands of Researchers” compete against each other for the “Study Winner,” determined by the client. Runners-up get just enough to keep them coming back (“Study Rewards”).

... and on...

January 11, 2018

Moravia Names New CEO, Achieves Record Revenue
And finally this from RWS Group’s subsidiary Corporate Translations Inc.:
January 29, 2018

  We will be offering two payment options:  
· Net 45: Payment will be made 45 days from date of completion of work. This will be the default option unless you opt into an expedited payment option, which is offered at 2% 15 Net 45. The 2% will be calculated off of the total amount of the Purchase Order.  
· 2% Net 15:  The 2% will be calculated off of the total amount of the Purchase Order.  To opt into this discounted payment option, please complete this [Payment Authorization Form] and submit it to lifesciences.ap@rws.com
We have now come full-circle. Back in the day, CTi used to pay 30 days net like clockwork. But having achieved record profits with the help of its subsidiary, RWS nonetheless feels a need to squeeze another 2% from the already lowered pay of translators who want the money they earned in a timely manner.
Postscript:

In 2012, well before they sold CTi, its owners, Mary and Ted Gawlicki, founded the Gawlicki Family Foundation. In May 2017 the Foundation awarded a $1 million grant to Kent State’s Institute for Applied Linguistics to set up a distance learning program, focusing on “translation research skills and computer-assisted translation tools.” In the United States, such foundations have been a preferred way to shelter money from taxation and to influence policy, especially since the 1950s.
Interestingly, on a page titled Fostering Change in Education, the Foundation states the following:

The inability of our educational systems to keep current with today’s work skill needs is a major reason for the increasing inequality between the suitably and the unsuitably educated in America. We consider income inequality in this country to be a problem that demands a solution.

Our charitable foundation wants to see an end to income inequality that results when students are not ready to work when they leave school. By providing educational program funding at many levels, we work to foster creative change that closes that gap.

But this is a complete redefinition of “income inequality.” The vast income inequality that we are experiencing now does not stem from students not being ready to work when they leave school. For the real reason, look no further than a political and economic system that encourages massive corporate profits and $70 million payouts, while translators are asked to work for less.
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