
Introduction
This analysis examines two case studies based on Kodak Company in 2003 and Polaroid Corporation in 1998. It considers the position of Kodak in the analogue market and then analyzes the key success factors of Kodak and Polaroid and Kodak's key prospects in this industry. The change management tool, causal loop diagrams is deployed to define the rules of the game in both markets: traditional film and digital imaging. 

1. Assess Kodak's position in the analogue film industry?

First define the analogue imaging industry: The analog imaging market consists of cameras and films: 35 mm instant imaging (cameras + films) and others as a niche market where Polaroid has a monopoly and was the innovator, creating the needs of the market and having first-mover advantages. The analog market is a mature market with limited growth, especially in the camera segment.  Data shows that in The United States
  and United Kingdom
 the analog still camera market is rapidly declining, with a somewhat less pronounced decline in the film segment.

In 2003, the traditional still analogue camera business is evaluated worldwide at 57 million units. The share of Kodak worldwide is not clear but in the US, in Q3, 2003, Kodak's market share (analogue and digital) was 17.5%, second after Sony. Apparently Kodak is a major player in the industry but the focus has shifted to digital photography in the last decade
.

a. What are the rules of the game in the analogue film business? Try to visualize them by a causal loop diagram.

Before visualizing the rules of the game of the analogue film business in a causal loop diagram, we will describe the competitive environment in which all the companies evolves within the industry using the Porter's Five Forces  analysis. This analysis is used to evaluate the intensity of competition and attractiveness of the industry. The Polaroid case illustrates more clearly the analogue film industry and will be used as main support for this analysis.

Figure 1: Porter's Five Forces analysis of the analogue film industry based on Polaroid case
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From the 5-forces analysis, it can be seen that the attractiveness of the analogue film industry is quite low, mainly due to the high threat of substitutes and the rivalry in a mature/declining industry. A detailed analysis on the 5-forces is in Table 1.

Table 1: Porter’s 5-forces analysis of analogue film industry based on Polaroid case
	Competitive Force
	Analogue film Market

	Threat of New Entrants
	Medium
· Capital Requirements

· Economies of Scale

· Patents

· Strong distribution required

	Power of Suppliers
	Low

· High-labour/assembly content


	Power of Customers
	Medium

· Substitute available

· Specialised buyers

	Threat of Substitutes
	High

· Low Switching Cost
· High inclination for substitute

	Rivalry/ Competition
	Medium

· Medium Exit barriers: capital

· Mature/decline industry

· Declining industry growth


We will now visualize the rules of the game in a causal loop diagram for the analogue imaging market:

Figure 2 : Analogue Market Casual Loop Diagram

Figure 2 demonstrates the analogue market situation according to the Polaroid case study. Three critical success factors were identified, with which Polaroid was able to compete in the market: quality, patents, and strategic recognition that physical instant print will satisfied a customer need for it. This human/customer need for instant print is at the core of the diagram, since this need was identified by Polaroid’s senior executives as the number one need that Polaroid is trying to fulfil
. 

b. Why has Kodak (and Polaroid) been so successful in the analogue film business?

In 1888, Kodak introduced the first snapshot camera for the public with the slogan “You press the button, we do the rest”. Kodak has been so successful in the beginning mainly because of a new invention which can be produced en mass for the public. The other reason is that there is little competition in the early years.
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Polaroid on the other hand, prized itself on a unique rather than en-mass product: instant imaging. The firm’s knowledge of the technologies relevant to instant photography technology was unsurpassed in the industry. The firm’s patent position was so strong that when Kodak entered the instant photography market in 1976 Polaroid successfully sued them for patent infringement and was able to exclude Kodak from the U.S. market

The success factors of Polaroid are included in Table 2. 

Table 2: Critical success factors for Polaroid in the analogue market

	Success factors

	· Ownership of patents  

· Large distribution network or access to it, required in a mature industry, which is consolidating. 

· Target specialised market segment with suitable product, service and image.

· Benefit from developing economies to locate production and initiate trade

· Provide clear differentiation from substitute product (digital)


c. What are the key prospects that Kodak has leveraged in this industry?

The key prospects that Kodak has leveraged in the analogue industry can be summarized as follows:

· In 1992, with Kodak's introduction of new scanners, laser film recorders and Cineon software, the industry was able to scan film as digital data, manipulate it and record the data back out to film. These tools enabled images that had gone through a digital process to be seamlessly inter-cut with film that had not been digitized. The introduction of these tools heralded the beginning of an explosion in digital visual effects. While many effects houses found ways to back up and archive some of these effects elements, to most, the film element itself was what was considered archival.
· Product development such as the introduction of a disk-film camera in 1982 though this wasn’t very successful.

· Increased focus on digital products.

· Major restructuring of Kodak business
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· Expand in the area of disposable cameras

d. Why has the 35 mm film become so much less profitable in the last decade?

In the last decade, as technology evolved, there has been a revolution in the film industry. The focus has been on digital imaging and its related products. Armed with the boom of information technology advancements, digital imaging proved it is just what the en-mass market needs and therefore has taken away much share of the traditional film market
.

The venerable Eastman Kodak Co. has long wavered in defending its analogue film business against the digital revolution, but with a series of moves, CEO George Fisher has made clear that the company's long-term future is digital.

Defining the future, however, won't make Fisher's job any easier. Now he faces the prospect of building a new line of business -- digital cameras and all the attendant technology -- and pitching it as a long-term alternative to Kodak's traditional analog film franchise, the firm's cash-cow. 

How long the two strategies can coexist at one company is anyone's guess.

"We used to be in the film business," said Jerry Magee, product manager for electronic imaging products. "Now we're in the sensor business."

That essentially means billions of dollars in film revenues will sooner or later give way to a business based on the electronic capture, storage, manipulation and printing of images.

So as Kodak milks as much as it can from the old analog film business
, it must simultaneously build a new company based largely on imaging sensors originally developed for U.S. spy planes. That's right -- U.S. spy plane sensors. These devices are now at the heart of a series of new digital cameras that Kodak hopes will be the forerunners of standard cameras used by professionals and amateurs by the end of the century. They are the guts of Kodak's digital cameras, and the firm believes these sensors -- combined with devices to store, print, communicate and edit digital images -- will ultimately replace the analog film cartridge and camera. 

The digital realm has so far taken over every analog competitor it has faced off against -- typewriters, vinyl records, toasters, refrigerators, telephone operators. Analog cameras, along with television, are beginning to look like the next victims.

So rather than fight a losing battle -- or depend exclusively on beating lean competition such as Fuji in the core film business -- Fisher has joined the digital enemy. His first move came last March when Fisher created a new division called Digital and Applied Imaging to lead the company into the digital world…
Q2: What are Kodak's prospects in digital photography? (use SWOT analysis)
Rivalry:


MEDIUM





Bargaining power of suppliers:


LOW





Bargaining power of buyers:


MEDIUM





Threat of Potential Entrants:


MEDIUM





Threat of substitutes:


HIGH
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� Digital / analog market survey, July 2003. � HYPERLINK "http://www.photo-me.co.uk/photo-meuk/how_works_market.htm" �http://www.photo-me.co.uk/photo-meuk/how_works_market.htm�, accessed 10th December 2006 


� The U.K. imaging market – July 2002. � HYPERLINK "http://66.102.9.104/search?q=cache:1pMwgAL0KKoJ:banners.noticiasdot.com/termometro/boletines/docs/consultoras/gfk/2002/gfk_000902_uk.pdf+the+U.K.+imaging+market&hl=sl" �http://66.102.9.104/search?q=cache:1pMwgAL0KKoJ:banners.noticiasdot.com/termometro/boletines/docs/consultoras/gfk/2002/gfk_000902_uk.pdf+the+U.K.+imaging+market&hl=sl�, accessed 10th December 2006





�Kodak-type business which dominated the analogue market.  In 2000, Fuji and Kodak together controlled 70% of the world’s colour film market.





�What about the law suit filed by Sony?


�I am unclear of the role of the yellow ellipse ("Customer/human needs for instant prints") in the CLD.  For example, the way I read it, the CLD appears to be suggesting that more patents or competitive advantage will lead to greater need for instant prints.  I don't follow the link.





Reading through the whole document, one possibility might be that "...needs for instant prints" could be replaced by something on the lines of "minimising the technical processing skills required of  the customer".  That way, you could perhaps build up a CLD which applied equally to Kodak and Polaroid.  But that's only a suggestion.


�What is the rule of the game? I think if you take a picture you have the opportunity to sell hardware and software. Most of the benefits come from the software (paper, ink, storage etc)


�Table 2 summarises the success factors for Polaroid.  I think it would be nice if this table had a second column summarising Kodak's success factors so that one can compare and contrast them.


�Setback also by decline in tourism, competition from contraband brands and increasing use of digital cameras


�Targeting the developing markets such as India, China
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