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ABSTRACT  

      Founded in 1884 by George Eastman as the Eastman Kodak Company; today Kodak 

serves as an industry leader in the area of imaging. The company first started as a 

photographic film company based in Rochester, NY.  The firm has since differentiated its 

business and progressively evolved in order to remain competitive with the advent of the 

digital revolution. Although it no longer holds its once dominant market share, through 

continual investment in research and development Kodak was able to ensure it could 

remain an industry contender well into the new millennium.    

DISCUSSION  

Kodak has been a dominating force in the photography industry since the 

beginning.  Kodak has always placed importance on successful marketing and believes 

that it has been a large part of their success.  Through marketing, Kodak has stressed the 

association between Kodak and a quality product.  Eastman said, Kodak’s guiding 

principles are, “mass production at low cost, international distribution, extensive 

advertising, and customer focus, and growth through continuous research.”  Kodak has 

realized early on that their strategy needed to be focused on their film sales.  They have 

based their business on the model of selling cameras at low prices and keeping the focus 

on consumable products such as film.  Because of Kodak’s early success they had the 

resources necessary to invest heavily in R&D.  As a result the company has been able to 

sell color film much earlier than competitors.  In the mid-70’s, Kodak had 90% of the 

market share in the film industry.  Historically, the photography industry had been 

controlled by Kodak. Kodak was able to simply blow their competitors out of the water 

with their dominance in the market.    
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Without warning, Kodak found itself being launched into the digital revolution in 

the year 1981 when Sony Corporation announced the launch of its new product, Mavica. 

Mavica was described as a “filmless digital camera that would display pictures on a 

television screen,” (Gavetti, Henderson, Giorgi 2005). From Kodak’s perspective, this 

could be seen as nothing less than a competence destroying innovation; one which took 

most if not all of Kodak’s existing competencies in the areas of traditional film 

photography and rendered them insignificant in light of the new technology, (Schilling 

2008).   

Initially, the company attempted to diversify into other, similar business areas 

such as pharmaceutical companies like Sterling Drug, on the belief that it was related to 

their core “chemical” business, (Gavetti, Henderson, Giorgi 2005). However, despite 

these efforts Kodak found it was losing market share in the film industry it had once 

dominated. Combined with competitors advances in digital imaging, executives at the 

company knew it would have to make substantial changes to its business structure in 

order to remain competitive. Therefore, in 1983 CEO Colby Chandler created a new 

division to explore digital imaging technologies and hired John White, a veteran of the 

software business, in order to try and help propel Kodak forward.  

 As cited by White, Kodak “wanted to get into the digital business, but they 

wanted to do it there own way,” (Gavetti, Henderson, Giorgi 2005). As a result of the 

company’s unwillingness to make the changes necessary to convert from a business 

focused on traditional photography to that of a digital organization, the company 

experienced substantial setbacks in research, development, and bringing successful new 

products to the market. While managers were reluctant to invest in products that would 
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have lower profit margins than traditional film, they lost sight of the fact that the 

competitive landscape was changing rapidly. With the introduction of foreign low-cost 

competitor Fuji, Kodak soon found itself losing shelf-space in retail locations to a product 

that provided higher margins to retailers, and sold at a lower price to consumers.   

Kodak’s recent troubles have come from a variety of sources regarding the 

transition from traditional to digital photography.  Issues have come from a few key 

areas.  Kodak was first blind sided by Fuji, who was able to deliver the same products at 

20% of the costs, yet Kodak remained ignorant to the threat this posed.  Kodak having 

been a lone market leader for so long neglected threats of competition and neglected 

signs of changing technology. They were ignorant and would not admit that competition 

could harm them.   

Another issue Kodak faced was a rough transition to the digital economy/market 

place. Kodak was used to a vertical structure, one in which they were in control of just 

about everything that they needed to make a product (vertical integration). Unfortunately 

this strategy in the digital world is extremely difficult if not virtually impossible. Instead, 

strategic alliances with companies that can specialize in specific digital components were 

a much safer and main stream rout.  Kodak could no longer be completely self-reliant; 

Kodak had to make alliances with other companies such as IBM, TDK, and Matsushita.  

Kodak president Kay Whitmore said it best when he said, “One of the things we’ve 

learned is that one company can’t do everything…”  The idea here is that the best 

memory and the best programming come from companies that specialize directly in just 

memory or just programming. Buying from companies that produce the best products can 
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save the time and money of a larger corporation that is trying to do it all and 

accomplishing it only marginally. Kodak had to adapt horizontal integration.  

Finally, Kodak had to figure out how to create value in the digital photo arena. In 

the past Kodak focused on film, now they needed to focus on something new that could 

be sold to digital camera users.  In order to do this Kodak had to step back and take a 

look at what it calls the “digital imaging chain” which consists of Image Capture, 

Digitization, and Storage. Within this chain Kodak has been able to create products in 

photo printer paper, scanners, and online services; just to name a few.    

George M.C. Fisher was hired as CEO of Kodak in late 1993 to help improve the 

company’s financial position. Fisher attempted to transform Kodak from a chemical 

based company into a technological based company. Fisher believed that investing in 

equipment development was the best strategy to increase Kodak’s profitability. He 

wanted to change the vertical structure of Kodak into a horizontal company that 

outsourced most of its equipment. Fisher’s attempt to transform Kodak was a failure. 

Although Fisher was able to change the culture at the top of Kodak, he did not have much 

support from his middle managers. Unfortunately, the rest of the company was ingrained 

in the razor blade culture. Fisher sold most of Kodak’s health segment. He spent $5 

billion to research digital imaging and attempted to form alliances with other 

technological companies to develop new products. Fisher had segmented his product 

development and sales over many divisions. There was poor communication and sharing 

of information. By late 1997, 60% of Kodak’s losses were due to costs of digital cameras, 

writeable CDs and other product developments. Kodak had been trying to develop its 
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technological products, in doing so their film products had been largely neglected. In 

1998, Kodak lost another 4% of market shares due to decline in film sales.  

Fisher attempted to change a great deal in the company and tried to do it fast, 

unfortunately problems in culture and problems in overall company mind-set got the 

better of him. Kodak itself seemed to have developed the personality of an old man, set in 

his ways.  In order for Fisher to have been successful he needed to change Kodak’s 

philosophy from a stubborn company to a flexible and innovative one.  

RECOMMENDATION 

  Kodak’s current position in digital imaging is right behind Sony and Olympus in 

the U.S. digital camera market share (Gavetti, Henderson, Giorgi 2005).  If Kodak had 

adopted a different imaging strategy in the eighties and nineties, they should have been 

able to bolster their position among the industries leaders in digital imagery, but there is 

no guarantee, as many things can happen along the way. By 1983, Kodak began 

researching new technologies such as digital imagery, but before they could adopt such 

an innovation, research and development had to insure that it would be a good move. 

With the rest of the industry heading in that direction however, they had to act fast. They 

believed that new products were going to rely on a hybrid film/electronic imaging 

technology. This was brought about because silver-halide technology provided the 

highest quality at the lowest price. By 1993, they had spent $5 billion to research digital 

imaging. Kodak then separated their digital imaging operations from its silver-halide 

photographic division and created a digital and applied imaging division to centralize 

Kodak’s efforts in that area while still being able to build on its core capabilities in 

imaging technology and color science. Moving forward, it is our recommendation for 
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Kodak to continue making user friendly products, streamline their R&D and change the 

company’s culture. As it stands, we believe their company’s culture is hindering the 

company’s ability to move forward in the digital photography age.  
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