














BizStats: 1999

No. of employees: 2,800
Revenue: $1 billion

Stock price range: $9 to $40 (adjusted for 2-for-1
stock split, October)

Acquisitions: GoLive, Attitude Software,
Photomerge

Product releases:
Acrobat 4.0
After Effects 4.0
Adobe Type Manager 4.5 Deluxe/Mac
PageMaker 6.5 Plus
Photoshop 5.5 and ImageReady 2.0
InDesign 1.0
PhotoDeluxe Home Edition 4.0 (Windows)

Industry:
LivePicture files for bankruptcy
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forms can be published online and data filled in. Interoperability with the
corporate standard Microsoft Office was extended: Users can instantly cre-
ate PDFs from Word, Excel, or PowerPoint; and they can quickly extract
text from a PDF file for reuse in Word or other applications. Yet at the
same time, Adobe has beefed up security controls if the document author
wishes to prevent the repurposing of content.

Acrobat continued to offer inducements to the graphic arts community.
Version 4 had allowed graphic artists to export images in formats suitable
for Illustrator and Photoshop and to apply graphics options such as com-
pression and resolution on the fly. Added to version 5 were transparency
effects and color-management features consistent with what’s available in
other Adobe applications. The extended font format OpenType is also sup-
ported.

Perhaps the feature that most propelled Acrobat forward was its support
of XML (eXtensible Markup Language) and the subset XMP (eXtensible
Metadata Platform). XML classifies content by the information it contains
and the use of that information as defined by its author. In the case of
Acrobat and other Adobe products, the syntax used to define information
is XMP. Content defined with XML tags can be used on flexible database-
like applications, making it suitable for e-commerce on the Web, for
instance. By supporting XML, PDF becomes a medium for financial trans-
actions, not just for static images. PDF provides the form’s appearance
while XML/XMP supplies the data. Other Adobe applications followed
Acrobat’s lead in supporting XML: Illustrator 10.0 in the fall of 2001 and
InDesign 2.0 in early 2002. XML and XMP will soon be implemented
across Adobe’s entire product line.

Doing Cartwheels

After the release of Acrobat 5.0, the year 2001 marked a milestone for
Acrobat Reader: more than 400 million copies of Acrobat Reader have
been distributed worldwide. According to the Web research firm Jupiter
Media Metrix, PDF is second only to HTML in terms of ubiquity on the
Web. “In 1994 we would go to the Web and count the PDFs by hand
[using spidering technology] as an indicator of how well Acrobat was
doing. In the beginning there were tens of thousands of PDFs. But when it
hit 100,000, we stopped counting. We knew that it was going to take off,”
Wulff says.

After years of operating at a loss, Acrobat now more than pays its own
way. Sales for the Acrobat family of products continued its upward trajec-
tory in 2001, rising 40 percent (67 percent in the second quarter alone)
and accounting for 24 percent of Adobe’s revenue. All other Adobe busi-
ness units, including graphics and PostScript, posted declines for the
year. Acrobat is now Adobe’s lead revenue generator, surpassing former

kingpin Photoshop. Acrobat rivals Photoshop in another area as well: As
with Photoshop before it, an entire sub-industry of PDF developers has
taken root, with several hundred companies currently making plug-ins for
Acrobat and related products.

For those who toiled in obscurity on a project that, to paraphrase a come-
dian, got no respect, being top dog is somewhat unnerving. “When you
have a big product with big revenues, you can have big problems,” Wulff
says. Rosenbaum says that a Photoshop engineer jokingly thanked her for
taking the pressure off his team.

But the rise of Acrobat signals more change than who has bragging rights
within Adobe’s stable of products. Acrobat is wending its way into every
aspect of the company’s development and marketing strategies and work-
ing its way into every corner of the publishing and communications fields
as well. Adobe pictures a future in which everyone—from studio-bound
graphic artist to on-the-run corporate executive—relies on Adobe Acrobat
and its related products.

But before Adobe could unveil that vision, a few more pieces of the puzzle
had to be put in place. The company needed a robust page-layout program
that bridged the gap between Adobe’s traditional PageMaker customer and
its emerging Acrobat client. InDesign was that program.
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THE RETURN TO PAGE LAayouT

When Adobe acquired Aldus Corporation in 1994, one of its key motiva-
tions was to bring a page-layout program into its product line. The ability
to produce complex pages containing both text and graphics, replete with
fine typography, stylish composition, and detailed imagery, was a corner-
stone of the publishing revolution. That Adobe prior to 1994 didn’t have
such a product was somewhat embarrassing to the maker of the world’s
leading publishing tools.

“We essentially acquired Aldus to get a page-layout application,” admits
David Pratt, former president of the applications division and COO. In
addition to procuring a best-selling program in Aldus PageMaker, Adobe
gained a much needed piece of the graphic arts and publishing workflow to
work with its other applications, such as Illustrator, Photoshop, and, above
all, Acrobat.

There was one problem: PageMaker was not the solution Adobe needed.

PageMaker was a sturdy program, but the world had passed it by.
Professional designers and high-end production facilities had long since
abandoned it for QuarkXPress. That program’s developer, Quark, had
won customers—including some of the biggest publishing houses in the
world—with sophisticated typography, precision controls, and an exten-
sible architecture that allowed users to custom-tailor the application to suit
their needs. The very foundation of publishing and page layout was chang-
ing, too. With the rise of the Web, anyone who produced a page layout for
print was usually asked to create a Web companion, which required sepa-
rate tools and techniques and resulted in duplicated efforts. Professional
content creators sought products that allowed them to leverage their
graphic assets and translate them easily from one medium to another—a
phenomenon dubbed “cross-media publishing.” This was not the publish-
ing world into which PageMaker had been born.

PageMaker still sold well, but its users were primarily small-business
owners, nonprofit organizations, and office workers who produced in-
house newsletters, bulletins, and the like, and who mostly used Windows-
based PCs. While Adobe saw those customers as important, they did not
make up the high-end market its publishing strategy required.

Unfortunately, there was very little that could be done to PageMaker to
get that audience back. The technical foundation of PageMaker was old
and creaky. The core application had barely been modified since 1990.

“The success of InDesign
is inevitable. Buying
QuarkXPress now would
be like looking in the

rearview mirror.”

— Shantanu Narayen
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As vice president of cross-media
publishing, Susan Prescott weaves
together Adobe’s integrated
publishing strategy.
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Because its structure did not allow the seamless integration of additional

components, new features had been grafted onto the program. Over time,
additions were often written with different programming methods, making
the application a software Tower of Babel. Fixing one bug—Iet alone add-
ing a feature—might break other parts of the program. In some software
areas, no one knew how large parts of PageMaker worked. The engineers
who had originally implemented the features had left Aldus long before the
acquisition, and their knowledge was never captured.

As Warnock puts it, “The code base was in terrible shape, and modify-
ing anything was tough.” To get PageMaker in fighting trim to take on
QuarkXPress and meet the demands of a changing marketplace would
require a complete overhaul of the program, perhaps even a complete
rebranding. It was easier to start from scratch.

InGestation: Plotting the Future

As early as 1990, a small team of Aldus engineers had been working in
secret on the next incarnation of PageMaker. The seven-person group pon-
dered the question, If we were starting all over again, what would we want
PageMaker to look like? They developed the program’s conceptual frame-
work, which included an extensible architecture that went well beyond that
offered by its rival. QuarkXPress allows specialized features to be plugged
in to the program—called XTensions in Quark parlance—but the core
program consists of a monolithic chunk of code that is less flexible to work
with. The concept behind the next-generation PageMaker was to make

the entire program out of modular components so that features could be
swapped in and out or updated when needed.

The Aldus team never got a chance to test their concepts under the Aldus
flag—PageMaker engineers were often redeployed to put out fires in

other parts of the company—but a group of Adobe engineers, including
Warnock, saw the work in progress during the discovery phase prior to the
1994 merger. What they saw impressed them. It became clear that Adobe
was purchasing that unfinished application and the engineering talent to
produce it. PageMaker would function as a placeholder marketed to busi-
ness communicators until the new page-layout program was ready. That
took longer than expected, however.

“At the time of the merger, I ultimately believed that we could integrate it
with our products so that they would work well together,” Warnock says
today. “This turned out to be much tougher than any of us thought at the
time.” After the merger, Adobe bridged the gap between the way engineers
from the two companies worked by supplementing the former Aldus team
with engineers from San Jose. This expanded team turned to the task of
writing code and constructing the software’s skeleton.

The project became known under the code name “K2”—the world’s

second-tallest mountain but the most technically difficult to climb.
Throughout the process, Adobe’s engineering team was driven by one
thought: to outdo the competition and set new standards. “We knew

we could do it one better than Quark,” says Al Gass, senior director of
cross-media publishing products. “Where we could go a generation ahead,
we did, with transparency, XML [eXtensible Markup Language], and
OpenType. We could change the underlying paradigm of what a page-lay-
out application could do.”

Key to K2’s assault on Quark was its modularity. The program is actu-
ally a collection of software plug-ins, 170 or so, coordinated by a plug-in

manager. This structure means that conceivably every component of the

program can be replaced without the entire application being rewritten. If

a particular client needed specific hyphenation and justification controls for 02, made up for the product’s
its typography, that piece of the program could be swapped for one from earlier stumbles and was critically
a third-party developer or for an improved version from Adobe. Such an lauded.

architecture gives Adobe engineers and third-party developers the freedom

InDesign 2.0, which shipped in

to develop features at a quicker pace than under the traditional software
archetype, which means a speedier time to market for developers and faster
update cycles for customers. Broken down into pieces, the entire applica-
tion is much easier to maintain and update.

After its surprise debut under the K2 name during the Quark-takeover
episode in fall 1998, InDesign was launched in March 1999. It was the
publishing community’s most eagerly anticipated product in years, as the
rumor mill declared it the only product capable of toppling QuarkXPress
from its perch. The InDesign that shipped in September 1999—and ver-
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Adobe’s first advertising cam-
paigns for InDesign 1.0 played off
words beginning with “in”—such
as Innovative and Inspiring.
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sion 1.5, which followed six months later—piqued customer interest with
their advanced typographic controls (including support for the OpenType
font standard), interface components that were shared with Photoshop
and Illustrator, and built-in graphics tools. Sales of InDesign skyrocketed
initially—curious customers of both QuarkXPress and PageMaker wanted
to see what the fuss was about—>but then dropped off quickly. InDesign
wasn’t quite yet the “Quark killer” the public had expected from Adobe.

InControl: The Strategic Hub

Adobe continued work on InDesign even as it updated PageMaker in late
2001. As product features evolved, so too did the philosophy behind it.
InDesign was more than a page-layout application. It was the hub of a
cross-media publishing strategy that spanned print, Web, and even wireless
communications. InDesign needed to work seamlessly with Adobe’s other
graphics applications such as Photoshop and Illustrator as well as dynamic-
media applications such as GoLive and LiveMotion. InDesign, too, would
become the authoring application for PDF files that could be distributed
across the Internet, or deployed on handheld devices, or read as electronic

books.

InDesign therefore had to support anything Adobe’s other applications
could throw at it—not just PDF but also a host of evolving file formats
and technologies like XML, XMP, SVG, and WebDAYV, all of which make
it possible to share and repurpose content across platforms and devices.
“InDesign will be a machine—a machine for publishing highly automated
documents,” Warnock says.

InDesign also needed to work around the world. It supports OpenType—
the extended font format that allows for greatly expanded character sets
and rich typographic controls—and Unicode, the universal font-encod-
ing scheme that standardizes languages across platforms, applications,
servers, and other devices. Because InDesign supports both OpenType
and Unicode, it is well suited for Japanese and other non-Latin-alphabet
languages, in which a single font can contain thousands of characters.
InDesign-]J, designed specifically for the right-to-left and vertical text
composition of some Asian languages, takes advantage of the program’s
modular construction. Instead of trying to modify an existing left-to-right-
reading application for a Japanese audience—the method previous page-
layout programs used—Adobe can swap out InDesign’s Latin-alphabet
composition engine for the appropriate Japanese one. As a result, desktop
publishing is finally taking off in Japan, nearly 15 years after Adobe landed
on those shores with PostScript fonts and printer interpreters.

When InDesign 2.0 shipped in January 2002, it garnered accolades
almost immediately and certainly shook up the status quo. “The success
of InDesign is inevitable,” says Shantanu Narayen, Adobe’s executive vice
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president. “Buying QuarkXPress now would be like looking in the rearview
mirror.”

If InDesign 2.0 had shipped under the old paradigm of desktop publish-
ing, it would be the most significant page-layout application released in a
decade. But InDesign reaches far beyond the printed page to a publishing

environment that takes many forms, including the World Wide Web.

“We knew we could change
the underlying paradigm
of what a page-layout
application could do.”

— Al Gass

This poster by Michael Mabry show-
cases InDesign’s ability to flow text
into graphic shapes.
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Second Story Interactive was one
of a new breed of Web design
firms Adobe sought to cultivate
with its Web product offerings.

BuiLDING A NEwW INFRASTRUCTURE

With InDesign, Adobe delivered a product that addressed its core constitu-
ency: creative professionals who produce pages for print. But with its hooks
to PDF and XML, InDesign also showed that publishing in the 21st cen-
tury had to reach beyond the printed page and embrace different media,
including the Web. Adobe may have stumbled out of the gate in the early
days of the Internet boom, but it had quickly regained its footing. It saw
the Web not only as a publishing platform but also as the digital network
for an evolving communications strategy.

No longer just the domain of scientists and Net nerds, the Web had
worked its way into the mainstream. For publishers, the Web created new
opportunities for customized content, dynamic delivery, and lower produc-
tion costs. For information consumers, the Web offered distinct advantages
over print media for getting up-to-the-minute news. Like cable television
the Web was live 24 hours a day, seven days a week. But even accessing the
Web from a desktop computer was too limiting under some circumstances.
As a result, a new breed of portable devices emerged that enabled custom-
ers to take the Web with them.

Most companies at the time were operating under the theory that content
needed to be freed from its form so that it could be deployed anywhere—
on paper, on the Web, even on the new raft of mobile communications
devices like cellular phones, personal digital assistants, and electronic
books. Adobe recognized the trend, but struggled with the unaesthetic out-
put that resulted from it. The notion of separating content from its formal
appearance was a radical departure from the Adobe of old, which believed
that presentation—through layout, typography, graphics, and PostScript
printing—was as important as the message itself. But with PDF as the
linchpin of the publishing workflow, the visual integrity of a document
could remain intact even as the content changed dynamically through data-
base tie-ins and the use of XML.

Before Adobe’s vision could become a reality, however, it had to bolster its
Web presence in applications, systems, and even communications.

Buying GolLive

To become a force in the Web publishing market, Adobe needed bet-

ter Web tools than its earlier offerings. So in January 1999 it acquired
GoLive Systems and its Macintosh-only Web authoring tool CyberStudio.
Lauded as one of the best WYSIWYG editors for creating robust Web

The notion of separating
content from its formal

appearance was a radical

departure for Adobe.
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Adobe’s marketing for its GoLive
Web authoring application target-

ed a younger, hipper Web crowd.
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sites, GoLive CyberStudio was already in use at commercial-caliber Web
sites in the music industry and had recently garnered several influential
awards. A few months later, in the spring of 1999, Adobe released its first
version of the product, now renamed GoLive and available for both Mac
and Windows.

With GoLive 4.0, Adobe aspired to give Macromedia’s Dreamweaver a

run for its money. The program included such features as a QuickTime-
movie editor, which gave Web jockeys the ability to create streaming video
without leaving the GoLive application. By the next version, released in
the summer of 2000, Adobe made good on its promise of interoperability
between Adobe applications. In addition to sporting the same user inter-
face as its siblings, GoLive could open, edit, and save native Photoshop and
Hlustrator files.

Having a viable Web tool also gave Adobe the opportunity to remake

its established, print-centric image to appeal to a younger, hipper,

Web crowd. Ad campaigns during this period featured themes like
“Smashstatusquo.com,” “Shred the Web,” and “Splatterpunk.com.” Adobe
spent hundreds of thousands of dollars as a sponsor of the extreme-sports
X Games in 2000 and 2001. But while GoLive did establish a respectable
foothold in the market, Dreamweaver continued to dominate the field.
Adobe needed to go a step further and tie GoLive into the company’s long-
term publishing strategy.

The Web was evolving into a sophisticated communications medium, and
Adobe wanted to provide the tools for dynamic-media publishing. GoLive
5.0 incorporated formats and protocols for Web authoring beyond stan-
dard HTML. It supported Acrobat PDF, Microsoft’s Active Sever Pages,
and, importantly, XML (eXtensible Markup Language), which classifies
content not by how it’s labeled with preset tags, as in HTML, but by
what information it contains as defined by its author. Web pages written
in XML function more like database records, thus enabling dynamically
driven Web site pages to be updated automactically.

As Adobe’s publishing strategy evolved, so did GoLive. Version 6.0, which
shipped in early 2002, included the ability to produce pages in WML
(Wireless Markup Language) and WAP (Wireless Application Protocol)
for transmission to wireless devices such as cellular phones. GoLive 6.0 for
Windows even included an emulator that let developers preview pages in
an onscreen simulation of a Nokia mobile phone. This ability to package
content in a variety of formats for a variety of devices would prove critical
to Adobe’s future direction.

As a companion to GoLive, Adobe unveiled LiveMotion in March 2000.
LiveMotion gave designers the ability to animate graphics and add audio
or video to Web pages, thus taking advantage of the dynamism of the

ADOBE AND THE

n 1995, Adobe undertook an ambitious

project to overhaul its entire line of applica-
tions with an eye toward making them look and
act the same. The goal was a consistent software
interface that gave customers a familiar user expe-
rience no matter which Adobe product they were
in. The first product to sport the new look was
Photoshop 4.0, followed by lllustrator 7.0. While
now lauded by customers, the change was at first
not well received.

THE VIRTUE OF CONSISTENCY
At a tech summit five years ago | got up and said,
“Look, guys, we can’t have a hollow arrow mean
one thing in one application and something else

in another. We need to make applications act the
same and we need to be able to export files so that

all applications can open a file created in another.”
John Warnock

Adobe took a metaphor that worked for painting
with a brush and shoehorned that metaphor onto
lllustrator 7. There was a mass uprising in the
lllustrator user community because of the intense
rivalry between the Bézier folks and the pixel
pushers. Six years or so later Adobe applications
have come to a good place in terms of the consis-
tent user interface. Fortunately it's not a foolish
consistency, and in places where the applications
should differ, they do.

Sandee Cohen, educator, author, and

“VectorBahe”

Compatibility across applications has

been a key component of Adobe’s
product strategy since 1995.

UBER-APPLICATION

“The decision to change the user interface so

that it was consistent across applications was

not popular. Now the unified interface is a
pop

reason for staying in the Adobe family.”

— Bryan Lamkin, senior vice president, graphics business unit

One day | found myself having to teach a class

in Illustrator, which | didn’t know all that well.
Someone asked which keyboard shortcut to use.
| automatically gave a Photoshop answer—but |
was right. They were the same.
Katrin Eismann, author, artist, and
“Photoshop diva”

We create content. The type tools being consistent
across applications has helped a lot in letting us
do our work.
Chris Krueger, vice president and
executive producer, eNature.com
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BizStats: 2000

No. of employees: 2,947
Revenue: $1.3 billion

Stock price range: $27 to $87 (adjusted for
2-for-1 stock split, September)

Acquisitions: Glasshook
Product releases:

FrameMaker 6.0 (+SGML)
InCopy 1.0
InDesign 1.5
LiveMotion 1.0
Illustrator 9.0
Adobe Type Manager 4.1 Deluxe/Windows
InScope 1.0
GoLive 5.0
Photoshop 6.0 (with ImageReady 3.0)

Other:

%t%nt #6,151,576 to John Warnock and Thiruvilwam

Raman: a method to play back digitized speech when

the corresponding textual component is unreliable
Patent #6,125,200 issued to John Warnock: a
method for separating black from nonblack
components of a scanned page of text, by
which the text has better contrast definition
from any smudge marks

Geschke retires as president, remains co-chair-
man of the board with Warnock

Warnock steps aside as CEO to become CTO
Bruce Chizen promoted to president and CEQ
Network Publishing launched

Industry: Dot-com boom hits highest point

Corel acquires MetaCreations’ graphics
products
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media. The application had its work cut out for it, however, as it was pitted
against Flash, Web animation software from rival developer Macromedia.
Flash created files in its own proprietary (though nominally open) format,
SWE. Adobe recognized the popularity of Flash, but hoped to transition
the market to another standard, Scalable Vector Graphics (SVG), which
was backed by the World Wide Web Consortium (W3C). So while Adobe
included in LiveMotion 1.0 the ability to export animations in SWF as
well as other Web standards, six months later, it incorporated SVG into
Hlustrator. Adobe had planned to include SVG in LiveMotion 2.0, but
Flash continued to be ubiquitous on the Web, SVG did not catch on fast
enough, and LiveMotion 2.0, which came out in February 2002, called out
its Flash support as a selling tool.

Serving Up Content

If GoLive was the agent with which dynamic Web pages were authored,
then a platform was needed from which to serve content. Adobe began
work on a raft of new server technologies designed to facilitate various pub-
lishing workflows. Among them were Acrobat InProduction, for managing
PDF files in a prepress environment; InCopy, for tracking documents in an
editorial environment; and InScope, for administering the tasks and teams
necessary for magazine production or corporate publishing. InProduction
and InScope were short lived, although the concepts behind InScope were
to reappear shortly under another guise. InProduction became redundant
when Acrobat 5.0 shipped.

Content is more than just text, however. Images are essential to effective
communication, but Adobe didn’t have a mechanism in place to dynami-
cally serve images into a Web-based publishing workflow. In fall 2001 it
announced AlterCast, server software based on Photoshop and Illustrator,
which instantly updates images for Web sites and Web-enabled mobile
devices (it also connects to print publishing workflows). AlterCast is well
suited for e-commerce Web sites such as online catalogs, in which the color
of a garment can change or the availability of an item can cease and the
corresponding image must be updated immediately.

The Virtual Studio

As Adobe developed the tools and embraced XML and XMP as standards,
emphasis on the Web became a drumbeat echoing throughout the com-
pany. Now its internal Web strategy had to evolve, too. Instead of using its
Web site merely as a promotional tool and corporate mouthpiece, Adobe
transformed Adobe.com into a creative meeting place and online work
environment. For Adobe and for other companies, the World Wide Web

was becoming both a destination and a vehicle for communication.

In 1999 the company launched a redesigned Web site that not only sold
Adobe software but also, like Adobe magazine before it, offered feature

g fiokwe
[LiveMotion

articles, news briefs, and tips and techniques about Adobe tools and indus-
try trends. In fall 2001 Adobe went one step further and announced Adobe
Studio, a Web community where designers can share ideas, download
software, and promote their work via online portfolios. A subset of Design
Studio, Design Team offers collaboration tools and project management
via the Web. Designers who subscribe to the Design Team can post files
for review, invite clients to comment on them, and revise them, all through
a secure Web connection. Design Team is the Web evolution of the server
product InScope.

In spring 2002 Adobe Studio Exchange was added to the site. Exchange
serves the community of independent developers who create add-on soft-
ware for Adobe products. Such software includes plug-ins and automated
scripts that boost productivity and improve the efficiency of certain tasks in
Photoshop or Illustrator, for example.

The Web now infiltrates every aspect of Adobe. It is a communications
medium, a publishing platform, an enabling technology. Even more, the
Web is a giant network that links together content creators and informa-
tion consumers. Even printers use the Internet to reach customers, transfer
files, and produce publications.

With all that in mind, Adobe readied itself to unveil a vision for its third
decade: Network Publishing.

LiveMotion gave designers the
ability to animate graphics and
add audio or video to Web pages,
which appealed to a new genera-
tion of tech-savvy HTML jockeys.
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SECOND STORY INTERACTIVE

Second Story Interactive believes

that the World Wide Web is more

than just a mechanism for retrieving
information or a storefront for selling
wares. It views the Web as a means of
telling stories through the blending of
imagery, narrative, and interactivity.
Many of Second Story’s projects—
commissioned by institutions such as
the National Geographic Society, PBS,

and the Smithsonian—are designed . s T Lapae g o e e
to be educational and inspirational— . J B o oy e v =

q oA At =5 PP M e .
but the result is always entertaining.

(www.secondstory.com)

Vv
“When designing for the

Web there’s nothing to
compare to Photoshop: it
unleashes your imagination

and focuses it into reality.”

— Brad Johnson, cofounder,
Second Story Interactive
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Tue CHANGING OF THE (GUARD

Although the term “Network Publishing” was not uttered publicly uncil
fall 2000, the concept had been taking shape since late 1998. Adobe’s
management team understood that a cohesive product strategy was criti-
cal. Adobe was better known for its products—PostScript, Photoshop,
lustrator, PDF—than as a unified entity. The company needed to articu-
late a strategy that not only capitalized on the unique strengths of the indi-
vidual products but also united them under a single umbrella.

Interestingly enough, Adobe’s strategy echoed what was going on in the

world of publishing, where print, Web, rich-media, and database-driven «If‘ anvone had told me
publishing had converged into a new buzzword: cross-media publishing. 4
Adobe’s message was that it could provide an integrated publishing solu- 20 years ago that we would

tion that worked across all media and all display devices (printers, comput-

ers, hand-held devices, and so on). Whether documents were produced for have a fundﬂmentgl impact
corporate communications or creative design, whether destined for print

or Web distribution, Adobe had the tools. From fonts to image editing to on the publzshmg industry, 1
video effects to Web animation, Adobe’s software helped you accomplish Rk )

your goals. The strongest point in Adobe’s favor was that most of its soft- wouldn’t have believed them.

ware looked and worked in pretty much the same way; the applications

»

. — John Warnock
had common interface elements, and they shared key technology compo-

nents—in fact, Adobe formed an engineering group dedicated to defining
core technologies.

Adobe’s message of an integrated publishing platform received a positive
response. In New York in April 1999, Adobe rolled out its product strat-
egy to financial analysts. During a 30-minute break, Adobe’s stock price
rose by several points as analysts made calls reporting what they had heard.
“It was proof that this was what we needed,” says Melissa Dyrdahl, senior
vice president of corporate marketing and communications. “No one ever
doubted that Adobe had great products, but we needed a strategy that they
could point to.”

Mucca Design created this poster With such favorable reactions in the marketplace, it seemed Adobe
entirely from characters of the . . . . . .

was heading in the right direction. The management team installed by
Warnock and Geschke worked well together. The company the two men
had built from scratch would be in good hands. It was time to move on.

font Warnock Pro.
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n the two decades since its founding,

Adobe has had a lasting impact on the
publishing and creative communities. As it moves
into its third decade, the company will continue to
evolve even as it strives to maintain its heritage.

FounDpING FATHERS
John and Chuck put a human face on technology.
| view them as distinguished, intelligent men
who really accomplished something. In a young
industry they were mature and confident, but they
didn’t need to boast about it to prove their worth.
What defines Adobe is that these were scientists
who took their craft very seriously.
Gene Gable, president, Seybold Seminars
and Publications

There is a halo over the company because of John
and Chuck’s fundamental goodness.
Jonathan Seybold, digital convergence
consultant and founder, Seybold Seminars

It all comes down to Warnock and Geschke. Their
vision permeated the entire industry.
Frank Romano, Rochester Institute of
Technology

ADOBE’s VisioN
John put PostScript at the center of the universe
and he was right.

Roger Black, chairman, Danilo Black USA

The language is PostScript, but essentially the
language is Adobe.
Gene Gable

The Roman Empire created the roads, aqueducts,
and infrastructure that became Europe. The empire
disappeared but the infrastructure remained. |

think Adobe is creating the infrastructure for com-
munication in this century.
Frank Romano

There is no continuity to this story other than
Adobe. Second would be Apple, third would be
Microsoft. There’s enormous volatility in this
industry. It's a very reassuring thing that Adobe
has been here.

Roger Black

MARKET UNDERSTANDING
John’s love of books and typography shows
through everything Adobe does, from the pro-
grams themselves to the way they’re marketed.
They get the sophistication of their market, and it
makes a difference in their products.

Gene Gable
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The people in our market have taste; they care
about design. Our saving grace is that Microsoft
has no taste.

John Warnock

We helped a lot of start-ups go out of business.
Dan Putman, former senior vice president

The only company Adobe has to fear is Adobe.
Frank Romano

DEesigNING MINDS
We've always been in content, and Adobe has
always helped us. Whether it's stories or moving
pictures or audio or still graphics—we change the
medium but we're using the same tools.

Chris Krueger, vice president, eNature.com

Adobe made it possible for artists to work, and
even collaborate, in ways that were once incon-
ceivable. Adobe put power in the hands of artists
who wouldn't be able to do it otherwise.
Sharon Steuer, illustrator and author

| appreciate the fact that | don’t need to be in the
business of commercially producing material to
actually produce creative material. All that it takes
is to go over to my computer, sit down,
and do it.

Gene Gable

The greatest impact you can have is when some-
thing is taken for granted. It's like electricity in
the wall socket. | think today everybody takes the
aesthetic marriage of computer and typography for
granted. That was what we set out to do: on the
screen, on the printed page, on the Internet even-
tually, all the way through the production process.
| think that's a tremendous accomplishment. No
one recognizes it and everyone takes it for granted.
That is the best result anyone could ever hope for.
Steve Jobs, CEO, Apple Computer

CULTURAL SHIFTS
Sales and marketing had been an afterthought
at Adobe. We had to infiltrate the culture with
a marketing focus.
Melissa Dyrdahl, senior vice president of
corporate marketing

Adobe has been a technology-oriented culture; it
has more of a business orientation now. It's a good
blend of both.

Fred Mitchell, vice president of

venture development

Cultures are resistant to change. Keeping that
culture going as you turn over people—especially

founders—is hard, but it is going to change.
Jonathan Seybold

Warnock was allergic to processes. Long-term stra-
tegic planning? No way.

Linda Clarke, former vice president

of marketing

MoviNG AHEAD
If anyone had told me that that we’d have a
fundamental impact on the publishing industry |
wouldn't have believed it. If Adobe is here 20 years
from now, then we'll have a legacy.

John Warnock

It's very special to work at a company with this
history. We have an awesome responsibility to not
screw it up.
Shantanu Narayen, executive vice
president of worldwide product
marketing and development

Our core competency is technology around render-
ing and imaging. As long as we stay close to our
core competency, we'll be fine.

Bruce Chizen, president and CEO

Adobe tends to introduce technology 15 minutes
ahead of the curve. They tend to invent the future.
Frank Romano
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Chizen, the salesman, insisted that market positioning was crucial. The
clash of philosophies was telling.

“When John promoted me, I thought I'd be president forever. I thought
he wouldn’t leave,” Chizen says. “But he kept giving me more to do. He
was testing me, to see how I'd do.” By the end of the year, Warnock was
ready to relinquish control. He told Chizen he wanted to spend more time
with his family. In December 2000, Chizen was named CEO, joining the
board of directors. Warnock then took the title of chief technology officer
(CTO).

With Warnock as CTO, Chizen assumed that nothing had really changed,
that Warnock would come into the office every day just as he had before.
“Three weeks go by and I don’t see John. When I do, he tells me he
doesn’t want to be CTO anymore, either,” Chizen says. “He stepped out
and I was running the show.”

Warnock announced his retirement on March 15, 2001. Geschke thinks
Warnock’s exit was in part inspired by his own departure. “After retiring I
noticed that my shoulders were straighter and my gait was lighter. I think
John’s wife Marva noticed that, too,” Geschke says.

That April saw a passing of the torch onstage at the Seybold Seminars
publishing trade show in Boston. After receiving a memento from Seybold
president Gene Gable, an emotional Warnock thanked the audience for
allowing him to realize his dream of uniting technology and the creative
arts. It was a fitting forum for his farewell: Nearly 20 years earlier Seybold
had given Adobe a podium from which to trumpet PostScript and to
foment a revolution. When Warnock left the stage, Chizen and Narayen
appeared to explain Network Publishing.

“If anyone had told me 20 years ago that we would have a fundamen-

tal impact on the publishing industry, I wouldn’t have believed them,”
Warnock says today. “We never expected it. It was a matter of being in
the right place at the right time.” But when asked about the impact of his
company, Warnock says it was less about transforming the graphic arts
and publishing industries than about changing how people communicate.
“Adobe should always be tied to effective communication, about how we
get ideas from point A to point B,”

he says.

Playing to Strengths

For his part, Chizen settled quickly into his new role. “Being CEO is easier
for me than being head of products,” he says. “I had to work hard to stay
on top of the applications, especially the engineering,” he says. “This job
plays more to my strengths.”

That said, Chizen knows he’s competing with the legacy of Warnock and
Geschke. “I need to maintain their culture and values, their integrity and
honesty, their passion for results,” he says. “But 'm tougher than John and
Chuck. I hold people more accountable and responsible. I flush out the
weaker performers.” Chizen admitted to being anxious before a Fortune
magazine article came out naming the best places to work in America as
ranked by their employees. Adobe had traditionally scored in the top 100.
Had it changed for the worse since he took over? The February 2002 list
placed Adobe 27th out of 100—up three places from the previous year.

“There’s a common thread of honesty and integrity that runs through
John, Chuck, and Bruce,” says Dyrdahl. “It’s found in your values of how
you treat people.”

There’s no doubt that Adobe will be a different company as it goes for-
ward. For 20 years it was identified with men widely considered to be

not only two of the nicest guys you’d ever meet but also astute business-
men, brilliant scientists, formidable competitors, and unshakable partners.
Chizen brings different skills. “Bruce is an extrovert,” Dyrdahl says. “He
loves to sell. He’s the guy in Brooklyn with the trunk of his car open just
selling what he’s got. He loves selling the opportunity.”

Chizen has the backing of both Warnock and Geschke. “We couldn’t find
a clone of ourselves,” Geschke says. “Bruce has a great sense of marketing
and he knows how to carefully manage resources.” Warnock adds: “Bruce
is a straightforward guy. He has no agenda other than the success of the
company.”

In retirement, Warnock and Geschke remain close, but they don’t see
each other as much as they used to, even though they live a half-mile from
each other in Los Altos, California. One reason: “I don’t play golf,” says
Warnock, referring to Geschke’s time on the links. Warnock owns a bed-
and-breakfast in Utah and spends much of his time there, skiing in the
winter, oil painting in the summer, and trying to educate his customers
about fine wines. Geschke divides his time between his main residence and
outposts in Indian Wells, California, and Nantucket Island, Massachusetts.

As co-chairmen of the board, both are still actively involved with Adobe.
“Bruce is brilliant at execution,” Warnock says. “Chuck and I have a ten-
dency to think outside the box. Customers and employees like that out-of-
the-box thinking. As long as we can be on the board of directors, we keep
that spirit alive.”

Adobe’s new executive team
includes (opposite page, top to
bottom) CEO Bruce Chizen, EVP of
products Shantanu Narayen, SVP
of corporate marketing Melissa
Dyrdahl; (this page, top to bot-
tom) SVP of worldwide sales and
field operations Jim Stephens,
SVP of human resources Theresa
Townsley, and CFO Murray Demo.
Not pictured are SVP and gen-
eral counsel Karen Cottle, SVP of
digital imaging and digital video
Bryan Lamkin, SVP of the creative
professional business unit Jim
Heeger, and SVP of ePaper solu-
tions Ivan Koon.
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BizStats: 2001

No. of employees: 3,043
Revenue: $1.2 billion

Stock price range: $22 to $77
Acquisitions: Fotiva

Product releases:
Premiere 6.0
Photoshop Elements 1.0
Acrobat 5.0
Acrobat eBook Reader 2.1
After Effects 5.0
PageMaker 7.0
Acrobat Approval 5.0
[llustrator 10.0
Adobe Studio and Adobe Design Team

Other:
> > Warnock retires as CTO, remains co-chairman
of the board with Geschke

Industry:
Economic slowdown hits technology industry
in particular
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From Mechanical to Digital

In the aftermath of 1998’s management changes, Warnock and Geschke
reasserted themselves at Adobe and righted a listing ship. But they also
knew it was a last hurrah of sorts. Both were nearing 60—Geschke is one
year older than Warnock—and retirement loomed. (The difference in age
is a long-standing joke between them. The two men were compensated
exactly the same, but Geschke, given his “advanced age,” received a few
hundred dollars more per year to pay for medical insurance.)

On April 3, 2000, Chuck Geschke retired from Adobe Systems, but with
Warnock he remains co-chairman of the board of directors. Even though
he and Warnock walked away with tidy nest eggs, “we were never in this
for financial gain,” Geschke says. “We wanted to have an impact. We
wanted to make a difference in the world.” Yet even Geschke says he didn’t
anticipate the impact Adobe would have. “I'm most proud that Adobe
transformed the printing and publishing industry from a mechanical pro-
cess to a digital process,” he says. “That’s a huge accomplishment.”

Geschke’s pride is also more personal. His father was a color photo-
engraver and an exacting craftsman. Like all other photoengravers of an
earlier era, the senior Geschke had been exposed to cyanide, benzine, and
other poisonous chemicals used in the trade (“stuff the Occupational Safety
and Health Administration wouldn’t let happen today,” he says). After

his father came to live with his family, Geschke routinely showed him
PostScript output and then waited for his opinion. “My dad was extremely
supportive,” Geschke says. “The typography he liked, but he didn’t care
much for the color halftoning.” One day Geschke brought home color out-
put from a PostScript Level 2 device. “He takes out his loupe—even in his
90s, my dad always kept a loupe with him—and looks at it real close. He
puts the loupe down and says, ‘Charles, that’s good.”” Geschke reflects on
one more thing to be proud of: “Photoengravers don’t need to use cyanide
anymore.”

On the day Geschke retired, Warnock announced that Bruce Chizen was
the president of Adobe while Warnock retained the title of CEO.

Passing the Torch

On October 31, 2000, at the Tech Museum of Innovation in San Jose,
Adobe unveiled Network Publishing, a singular concept that encompasses
all of Adobe’s products, technologies, and marketing efforts. Walking the
few blocks to the museum from Adobe’s high-rise headquarters, Warnock
and Chizen got into a spirited debate about just what Network Publishing
was. Warnock wanted to know the technology behind Network Pub-
lishing, while Chizen tried to explain that Network Publishing was not a
technology but a “thought platform” or strategy. Warnock, ever the tech-
nologist, expressed skepticism that the concept would take hold, while





