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ber, Kodak is optimustic it will rule i its faver -a etep that . . .
conld Tuelp Kondal raise its sharve of the world's second-higrest T T, F]-Eher has nao lnterESt n g
Alm market to s much aa 30% aaya Ira Wolf, heml of Kodak i : ' o
Japan. He alse says that a faleer fight in Japan would make o a price war wlth Fu&]i ik
for o fairer fight not oniy in the U, 3, but algo in eritical de- ; ; [
veluping markets such as China. Dut with Fuji on Lhe '-'L!I'Ef bUt EH'FS Kﬂdﬂk WIH k:
Santh Gl 1 that wiil 1 1m .
ot calor film & vearcqual to sbout 11% of the | COUNterattack. “We don'l intend Lo |[#
I1 & markel—eve ik ighl do liltle bo reverae the
trond on Koduks home tarf, ﬂﬂntmue to lose share..." he says | ®
Irondcally, given his hackground al Motorola, Fisher's digital e u|
strategy hue been ane of the biggest drags on Koedakls per. 5
And gorse markeling experts believe that consumers will pre- Lo

formance, He hea devoled subatantial cnergy to making Kodalk
mora lke Moiorela, capable of F!‘E-L‘[IJLIHE mwew slabesnf=Lhe-arl.
products every few months, Company fmetores are churming
gl an impressive areay of diplal cameras, senners, aml oth-
oy devieen ot o breahneel clip. And eales of digital procducts Jast
yesr—Lthe el recent numbers available—were §1.5 billion, ugp
#ht%, Becmuse of the breadeh of ile products, Kodak is far
ahead of any cther company in digital imeging sales,

MaGIC TRICKS. The problem ia thal enmpetitors sach as
Hewlett-Packard, Canon, and Epeon are repidly producing
compating produsts ac ever kower prives, and Kodak is having

trouhle develr}pmg any ldnd of technologieal leadership, Fieh-

or aseknowledged in July thut he was surprised ol how ag-

gressive others were at following Kodalk with new products,
partieniarly digital cameras, and al slashing prices. As e
contly a5 late lnet year, Ficher had hoped Kodak's digital
Inminess woukd be profitable in 1987, Bot partly because of ag-
greseive competition that hos lept ite eamera prafit mar
ging low, lomses through the first half climbed to $100 million.
Analyets estimate that the losses grew to $150 million in
the third quarter,

Tha I:Ilgn'es.t test of Fisher's digitsl slralegy comes el
vear, That's when he'll unvell ite eorm cormponent—sa glohal net-
work of digital printing statione, enlled Emage Magie, now
beimg insballed in relall sbores worldwide. Conswmers will be
able ko use Ehe deviess to accoss photoe they atore on the In
ternet, manipulate them in varous ways, and print them. Bo
far, tene of thousande of Image Magie kiosks have been in-
stalled, but the Internet connections won't be done until next
yoar.

Competitors and industry consultanta question il Kodak's

koaks will be-

come  profitable jaerysy

Lffﬁiﬂtg;mh;ﬂ Fisher recently said

t,,,EhmlﬂH ﬂmbf_ b was surprised a.f
bresw apmressively rivals

inlowed Kodak with

LOEE widaly
available. HE,
digital enmeras

Canon, Epaon,
and others are
rapidly producing
lower-cost  phola
quahity print-
8Ts.

fer thess devices, which they can use at home, to Fishers
lioals. “Kodal ie trying to get enstoneis to epnloim to Lhadr
ub] Dusiness mexdel, but consumers are lilkkely Lo Favor & more
dlvget approach,” of printing piciures sl home and playing
with them on their rO, says James F. Moore, chairman al
GenPartners [ne. in Cambeidge, Mass, g sbealegy consullant
wito hag worked for HP and olhar lugh-tech giants.

Hondah execulives are keenly aware thet a low-cost. phote-
quality printer & a aucal weapon mesing o their digital
araenal. Fisher is hoping to be a dominant. player in what he
viewe ae two distinet morkets: the home digital darkroon
ane kinsk-hased digital imaging at retailers, Dul as recently as
June, Kodole was still struggling with how to enter the home
mwrkel. In lnterviews with BUSINESS WEEK, three top Kodak
exeeutives argued for chree different approaches o the tmn
pumer printer market, Former digital imaging chied Robert &
Unterborger wanted tn wait untll & lnw-roal. printer technology
emecrged Lhat would deliver superior picfure quality. Hobert L.
LaPerle, hewl of digital consumer producte, Lhought Kodak
ghould immedintely begin aalling inigiet printers. And Figher
aaid Kmlak would begin selling inkjet printers as seon as
congimer demand pickad up, possibly by reselling units made
by ancther supplicr

Meanwhile, Fisher mn't afmal to neglecl the old snabog
buginees, where Kodak & being harmmered by Fuji. In sddition
to steep price outs, Fufi has significantly steqped up marketing
afforts and increased ite U, 8. vieibility. Ite green-and white
blimp has become ubiquitous at aporting events, More aub-
stantively, Fuji last vear signed an exclugive deal for Wal-Mart
alotes 1I1.-|.‘.‘! photofinishing business, the nation's larpest. The

meameeme o o FoEult: Fujie 115 market share has 2
to 16%, up from 11% as recently as imat
year, while Kodak's has dropped iclo Lhe
high &0e.

Fisher saya Kodak has been veapnnd-
ing “tactically” to Fujia price cuta all

ita own, But that appears Lo
have done little good, and
he's now planning a eoun-
terattack, which, according
iy Koslak's sl ageney, will
include » major new oam
paipn. “We do nol inleml o
continue bo lose share sl the
rebe we sl over the aum-
mar monthe” says Fiaher
Although he won dieckose
telaily of his pdans fae Foji,
ha adde it won™t involve &
prive war—[ur an obvious
reasan. Bvery 1% out in Ko-
dak flm prices resulls in
raitghly 3 1% drop In earn-
inga per share, fpurea
Jrnmathan Rnapnzweig, an an-

Kewdak « heerns o o
TEFEEreiss fve SETAy of
Aigital psrodicsa bae
st d estabibiahed o
bore bopinilvs i fasird

vear with special promotions of
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alysl al Salomon Drothers Ine. The beat Kodak ean hope for is
to elow, but probably nne stop, Fujis gain in U S market
share, Misher concedes.
Thoae inrowds by Fuji are steadily eroding Kodok's profite.
And that's Lhe key resson many masiders are arguing that
I"igher needa 1o take
- SRR % : draalic mction to re
h._‘r._....rq_n.__” "J_:.: Y e Kndah's  cosla,
Cost-cutting & eapa-
ciglly critical on the digital side of the husiness, where Kodak
fares a horde of lean and mean competitors. To slim dowm,
Figher is conzidering reducing its manufacturing of hardware
by sulsourcing some digital phetography equipment. "Corn-
pating head-on in hartbware with the resl of the world is

o | 16 =

,\E\E\__ﬁﬁwwﬂrf - y |

Period | # # ﬂcﬁmmzc._q.

pnnhably not going to be a profitable bueinees for Kodal,” says
etrickland,

When Fisher arrived in Kochester four

he was

WEArd Ago,

halled as 8 morpoesles savior. Kodak __u_._..__..__._.__.__._n.__"..m_ andl mangers

believed that Fieher wauld magleally inerease profits, develop
new procucts, and restore the companya prestige—all with few
painful sutharke or Munges Lo the Kodak mind-sel. Probakly
no ane cotld hove Tived up Lo those expeclatioes, aml Liying te
do g0 has enst. Fisher precicus me, Kodak can shil be made
into & much more proficable, growth-arented rompany. But to
dn so, George Fisher has te be a lot tougher —and faster.

Hy Geoffrey Smith, awith William C. Symionda (v Boaton,
Pebar Durrews i Son Franetseo, Elles Mewborie fn New
York, Pani (0 Judge in Bochester, med brrsan repotrts
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GNP

15 2 % 4 & 2 W (reserve ratio poliey)

o AT A5 % (open market ovperalion)

M. A& W £ 0] (Engel’s law)
. & 4% xs (short-term shut-down point)
R Ed e 4TE % (liquidity preference theory)

W4k F % 30.(Quantity theory ol money)

s 4 i 5 B (law ol diminishing marginal return)

bl

co 1 & @b oo = |
Y Y ErFE 3Ty

=, ¥ . (28%)
1. fHireAsmRass 25% Al—% 000 EAMREFAE
i B EEBRTRAMETH SN F Ve FHEN? (dh)
2 HMEMENEAT o Cc=2004075 c RPCANE T A
PRAE o Mgy =2000  FREME RS LT (4h)
3, fAMEMANETE EadsEREes 0.8 E 2000
it Wi ho » SR AT NS VIET (4%)
A, A — A R AR 3 (TR) B8R AL A (T0) d 4R 2
TR = 10000 - 10g°
TC = 1000 + 50°
Hbhohitd LHMEAZHEFRME - (Bh)

5. R EARRE AR A0=KD  MEACK) Fodi (L)
kAo 4:]  ERARAATZA] LA EI - (8%)

=. MEN (40%)

I, MM ERRELR? AN ESRELEAR T FHRT
(15%)

2. ABRARAAMEXE (20%)

B A EZ AL (300 FE)
LIRE A £ Fayifiy o (300 F 1)



T

;‘_{-._ :';{: LY Hﬂi’sﬂ_ e T: A | H n H:I.EM {i
i:uurggji ll-'“;":r;- -~ [3 4 DEF‘E'& H 4 T Dﬂtﬂ'pl 1
' — L lass 7y 'i:-_ﬂ- Period Il T B [ iﬂuurﬂfﬂn{
Talwan

No domino

ThIFr:

rHREE cconomies are vaunted as servi-

vors of Asia's financial storm: Australia
{which recently stopped pretending to be
Asian), China (which cooks its books) and

Taiwan. Mot 50 fast. Mot that Taiwan's h
nancial systern 13 about 1o fall prey to
Asian-style contagion. Dut the island-state

shows plenty of Asian-style symptomas:
slumping exports, high debt levels, defla-
tiongry pressures and a banking system in-
fested by spivs and government cromyism.

Yet, until the middle of last year, Tai-

wan’s economy had seemed to be sailing
through the Asian turmaoil. But then storm-
clouds appeared as exports slumped by
more than 9% for the year as a whole, the
first yearly decline in two decades. They
will probably fall again in 1999; that mat-
ters in an ecanomy where exports account
for more than 40% of Gor, Domestic de-
mand is now also slupgish, so cor growth,
which slowed to 4.8% last year (see chart),
will almost certainly fall further in 1999:
the Economist Invelligence Unit, a sister
company of The Economist, forecasts 3.7%,
a recession by local standards. Further, Tai-
wan appears to be flirting with deflation. In
January wholesale prices fell by 10%.

Falling exports arc hurting manufactur-
ers, and through them the banks, As some
lcans have soured, bankers have panicked
and called in others. Jitters have spread
among depositors. Late last year a ni$ss
billion ($1.7 billion) run on the medium-
sized Taichung Business Bank led to abail-
vut by the government. As the credit crunch
spreads, more such runs are likely.

The banks cannot blame all their woes
un vulside events, There are 25 new com-
mercial banks that eagerly sought licences
when the rules were liberalised in the early
19908 Many lent inadvisedly, often totheir
business affiliates. Much of the money
went into property, so that Taiwan, with
one of the highest rates of owner-oceu-
pancy in Asia (85%), still has nearly 1m un-
sold homes, Other loans went straight into
the stockmarket. As it slumped from its

mid-1997 high, so more loans wenl into
defanlt.

Cn paper, Taiwan’s 48 commercial
banks had about $16 hillion of non-per-
forming Juans at the end of 1998, about
4.5% of towal assets. But that hgure excludes
bad loans by co-operatives and farmers'
banks, which are certainly higher. Besides,
the government, in a mild funk, last year let
banks extend some bad loans for six
months—so the true scale of their troubles
will not be known until May.

Even if the bad-debt figures then look
horrific, an Asian-style meldown seems

unlikely. True, Taiwan now |:I35 one of the
highest levels of private debt in Asia, equiv-
alent to around 180% of cor. But Taiwan
has low levels of overseas borrowings, am-
ply backed by around $go billion of for-
eign-exchange reserves, Further, its banks
have capital-adequacy rattos comfortably
ahove international norms; they are brim-

fiil of deposits; and many of their b row-

ers are still world-beating exporters.
Clearly, however, there is room for the

government to improve the health of the fi

nancial system, Whether it does 50 15 an

FLYE I3 TT

other matter, for the structural flaws are of
its own making. The ruling Kuomintang
party, with its hig-husiness interests, has
lunﬁ meddled in the markets—influencing
tending decisions, propping up fmiendly
banks and, late last year, setting up an $3.7
billion stockmarket support fund. In an-
other attempt to bolster the market 1o the
benefit of party bigwigs and their business
and banking cronies, Vincent Siew, the
prime minister, last mornth backed plans o
rerap Taiwan's share-transaction tax, So
long as the government chooses 1o prop up
the market instead of ending Taiwan's
wilder financial practices, it will not shake
off fears that the i1sland might succumb to
the Asian disease.
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arlier this vear, Kodak Chairman George M. 0L Pishes

looked unstoppable. The man who gained near myth

ic stature as cE0 of Motorola Inc. wrote in the annual

report that 1996 marked 3 “watershed” in hig efforts

to turn around one of America’s moal troubled brand
mames. “The picture at Kndak = cleary changing ™ an ebul-
lient Fisher told shareholdars.

On so it seemed, After a series of cuthacks, layoffs, and re-
Alrurturings gning hack to the atart of the decade, Eastman
Kodalk Co. Anally had some good news, The photography gi-
anl harl gained market share In olght of its nine major buei-
narses, and gales had grown T%—a strong performance, by
Hodak stamdarids—in 3168 billion. Earpinge for the yvear
roached $1.2Y billion, more than double the level of 1994,

Fisher's firsd year That. parformanes
had powered the atock to a recard
high of 94 i Junuary, w gain of
nearly 80% since Fishar's arrival,
But suddenly, Pisher and Kodak
ure in deep irouhle. (n Oet. 14, Kodak will announece third.
quarler results thut can only be deacribed as shocking, in-
cluding un expected 25% drop in operating profite for the year
and 4 free Ml of 40% to 46% [or the quader And fr mme
1m.1n|!'u1 |:|1|;'r|:l:|hr.1.i||; i eerlain on Nov, 11, when Fisher wil]
meet with analystz to unveil & major restructuring.

The nexd few weeks, as Fisher amd his Learn hammer out
the detalls of that plan, vwill ba ameong the most critical in Ko
dak’s 118-year history. With pressure vising on Wall Slreet—
the stock has sinee tumbled 33%, to 63—the- pitfalle are
many. Inside the company, Fisher needs to troops weary
of hard news and fearful of lnyoffs that m:f?eem to fix Ko
dak's fundamental problems, But to have any credibility with
fnveelors, Lhe slepm Fisher oot
linge on Mov. 11 must be deci-
mive and su . "This is &
eritical point,” Fisher concedes.

Problem is, Fiaher still seama
to have been laken by surprise
by the depth of the companys

gimg. The issues Lhal have
dogged it—eonfused marketing,
a.!fl;l'&ltﬁd coak structure, inten-
sifying compaetition from Fuji
Pheto Film Co., a strong &ﬁ-
lar—have elther heen araund
for o whilz or could have been
antivipated. Amd although Ko-
dak hos ralsed expectations
ahout itr mid-November wn-
nouncement, Fisher told pum-
NESS WEEK Lhal he dopsn'l "ex-
pect to iny out the whole thing
in November" (page 630
LOTS aF Fat. Far peat few wealks, Fisher saya he and hia
etaff have been furiously devising a plan to “signiflcantly re-
vaunp our cosl. structure” He i seeking to eut both Kodak's
manufacturing coats and Lo accelerate a five-year plan o
slash overhead and administrative oogts, which now stand at
Z7% of wales. He also needs to cut the payroll. Fujis sales per
employee, for example, are twice those of Kidak, In recent
months, Fisher prueshed out twe of his top lieutenanta, in-
cluding the heads of the core consumer products and digital
imaging units. Amd on Oct. 6, he cut Joose 200 of the BOT -
ny's most senior 10K executives, Bimaltaneously, Fisher i
vowing to take action o slow the logs of market share in the
eare color-film business to Fufl.

Yet even now, Fisher, who has fong been averse to deep
enst-rutting, seems roluctant to “ﬂd& ax. Asked about the
criea on Wall Btreet that he cut Kodal's ranks by 10% to
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. eovg apgets, ineludin
! businesa, That help

i through where we need to be in

" around of Kodak,” says

2%, he gaye, "l don't know how many of these people have
ever run a company.” Bul Kolak-walehers insisl Dherey plen-
ty of fut to cut, Wall Strest iz prosaing Fisher 1o luy off as
many as 20,000 of Kodak'a ﬂdﬁ&'ﬂmplnym ancl cut §1 billion
from its $4.6 billion n annual expenses. Fisher says he will
eleacly look at eulting expensea claewhere, possibly by out-
rourcing photo equipreend wow manufactoresd] in-lemise, suc i
digital eamerar and o:p-RoMs, He may alao exit atagnant

businesses such #s roi-

eroficha, mieroflm, amd

copiers,

When Figher joined
Kodak four veara ago. no one coull lave imagined he would
he faring such sevions problema this far intn his tenore. After
building Motorola into ene of the countyy's moat sueeenaiul
high-iech companies, Corporale Ameries venerabad him. Tn s
comment that reflected the reverential attitude of Lhe Kodak
board, direclar and Coca-Caola Co. Chalrman Roberto O
Goizuota said: “When we began thie geavch, owr Mo, | candi-
dale wan God, and we stepped down Oom Wl
“DIETRESSING.® Hut critice eay Fisher hae beon elow to md-
dress Hodak's basic internal problems: a corporate
cuiture mired In & mind-get laft over from
an earfier manufacturing age,
and exresrive rosis. Hath-
er bthon anpouncing a new
prs wilh Lowigh layoffs fmir
yeiurs ago and bringing in A
new Leam to oversee the
photo businaes, he decided to
minkmize cost-cutting in Ho-
dak's traditional filin business
in the hope that digital rev-
enues would grow enough Lo
suppart  it. "Everything that
coudd go wrong has gone wrong,"
gave one institutional inveator
with a big Kodak stake. "It's
ghocking and distressing,™
In publie, Fisher remaine up

beal. "We are sboul halfway

Fibm is 811 Kodak's

bireaed anel Bnitler, b

rivels s le as Fogi aee
taking s Db Bildes onnl il
Lhes D biness

the restructuring and turn-
Fighar,
In his first three years, Fisher sold off 38.9 billion-in non-
Eastman Chemical Co, and o copier
reduce the total head count by 14,000

, and glashed Kodak™s debt to $1.6 bllHon from 7.5 billion,

It will take stronger medicine than that, however to
reslore Koduk to hesith. Despite Fisher's efforts, Koduk's

, overhead expenses, ab 37.6% of sales, remain higher than

those of most oo petitors. Meanwhile, the nomber of em.

Kodak has poured $500
million into digital

imaging, with little to
show for it. Questions remain ahout

whether it will ever pan out

IEE RS RS RSN EETE TR EEEE B

ployees ab continuing eperations hop climbed by 3.000.

AL the mame time, the eampany in heing hattered on all
fromts by younger, more nimble competitors. From long before
Fishers arrival, the CYMng nul_-,."n dresm has besn boovse cash From
the mature film businessce to fund an entey into & few, fster
growing arena. In the 19808, the company Irnked to everthing
from drugs to copiere. None provided the growth engine Hodak
neweds. Fisher bas pinned his hopes on digital imsgiog, where
ha's pou mﬁ gome $50 miliion 8 year into re.
search product development. Bo far, the
payofT has boen slusive, This year akome, the
digital busineas will lose an cotimated $200 mil
livn. And while Figher is stll struggling Lo
rainvent Kodak as a digital company, sarioue
questions remain, abmit whether that tosi-
noss—and Kodalt's approach to it—ean aver

pan out. “To win at thia game will require
: d and fexibility-—and that's not what [
.EE:E of when I think of Kodak” says Robert
I. Krinsky, principal at lideaSempe, a Cam-
bridge firm that sounta HP ita clianta.
The trouble is, Kodak faces ferocious competition from
Japanese companies such as Sony and Canon, a3 wall ms
Hewlett-Packard and other U, 8. rivals more acecustomed to
the bilstering pace of change in digital technology. And with
dominant formats for things Hle image on and low-
cost photo-quality printers still emerging, building the Lisi-
ness reguires nerves of eteel and a willingnees to changa
coirse fasl, Fven as Fiaher makes the attempt, Fuji has
been aggresaively sloshing film prices and stealing ghare
Fromn Kidak, reducing cash flow when Fisher needs (b most,
nmm'l‘r}rlngtunmm in both the ana-
log and digital worlds at the same time may be Hodak's
greatest challenge. “Can Kodak balance the needs of their
revenue- and generating fllm business with thelr new in
vestments in digital technology?® asks Antonio M. Perer,
head of the consumer group of Hewlett-Packord, While HP -
ke for keling ils diviskons conpets agalnst one another to
produce the strongest poseible competitor, Kodak has taken
care Lhat, its new digital products encroach as little as posai-

Fisher's Growth Plan Fizzles

AS KODAK'S SALES SLOW...

...AND EARNINGS STALL..,

INVESTORS ARE LOSING FAITH
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‘WE ARE ABOUT HALFWAY THROUGH WHERE WE NEED TO BE’

By telephone from Rochesler, N Y,
cio George Fisher shavod his per
apactive o Awdokk probiems wod ils
fueduera wnth correspondats Gaoffray
Sreith maed Willtam & Spanvnada,

Q: [Hd pou expect Hodek o be in
euch trouble now when you fook this
Jobr four peara agof
Af In o sense, Ves, but in anather
sense, no. We are about halfway
through where we nesd to he . .
The firet half of this thing woe tha
pary part—restrucluring aml foous
ing on eome fundaman-
tals. ... In that sense, we're
rotty much on track.
Ialfway through the
year—at the end of the
pecond guarter—our retutn
on net pseets iR omming al
25T, while return on equity
iz 1% und aflerias profit
is at 9%, Those are not bad
measures compared to
three or four years ago.
Dut [there were] two
things that we didn't prop-
erly anticipate, No. 1 wos
tha very significant wmd
extremely aggressive prie-
ing acrinng taken in the
U, &, marketplase by Fujl
Those wers more AEFTCD
give than we had expected
by for, ‘That la putting con-

Q: How farge a charge will pow bake
{o earngsd

Az We havent even decided Lo talwe
a charge yopt, 50 Ln sRy W are going
ta talia one would be misleading, We
are looking sl whal mighl be neces-
pary in the way of 3 charge. We
haven't resched any conclusiona.

Q: Wil alerul suggestions peu foy
off 10% fo 205 of tha workforce?

£ 1 don'l know bow many of these
people have ever run o sHmpAny.
They are looking at numbers and not

FACING FACTS &&We will do
whalever we have to do to

| pressure onowr b healthy ¥Y

Becond 18 the strength of
the doflar, We did mwot ane
ticipata that the dellar—
andl 1he relabive valuea of the ven,
marlk, and pound—would be whare
they are. Tli:kt will cost ua S600 mdl
lion in ealeg and d6¢ [por share] in
enrnlnga,

Q: What are your lomg-tarm cost-
cufting goafsf

A: Tn a large port of the digital
world, you mend Lo run 5664 [selling.
general, and admintstrative coste]
arvumnd 15% [of sales], depending on
the form of distribution. Now we're
at 278, I didn"t soy we would get
tho whole company down Lo 16%.
But we hod o plan to reduca this sig-
niflcantly over flve veara. What the
gvents of this summer have shown
s is that we don't have that ame,
S0 we are acealersting all our plans,
By how much? [We'll] probably. .. as-

celergbn |t over ane i bwn yeurs,

GEURUE FISHER

looking ab running the businees. We
will do whatever we have o do bo be
healthy and still have a healthy fu-
Lure, We are very mindful of the
need ta reduce coats,

Q Some of yowr ovitios say your problen
T g ve don vl G SO g

A Wa have made some very hard
decisions, [ doen't know of very many
eompanier whn have restroctored the
woy we hove and aold off major
chunhe of the business amd Eaken oal
16,000 poopla. S0 we have done sonme
awfully hard things, and the employ
eog have been very resilivnl, Bonse
pouple loae sight of whot we have
done. Having said that, [ am & nice
guy and [ hope I remain one.

¢ How important 45 the WTD ease?
A: I the long term, it is very impor-

fant, In the short term, it probably
won't vield that murch. We feel confi-

dent we will get favorable judgmenta

on majur puarls of this case, Dut the
procese i such that undoubtedly the
Japanese will appeal this. They will
drag ue through that, and then, anee
they get the fingl decision, they have
16 months to implement il before we
[the 11 B.]} can take unilateral action
So we are talking sboul 5 eouple of
vears’ process under favorable sco-
parbne, We have never deboded oor-
pelves that this s p ehort-term an-
swer Lo Lhe Japanese
market.

Oz How do pon fieal minmad
your progreae in atipaking
Kodaks culterre?

Az | think we could always
get battar. We've made a lot
of improvement ... But the
abllity Lo change guickly in
light of quickly changing
market conditions remaing a
big lssne for this company.

O Whirt are gamer p_mmtb
ml&fm; Kodak, going

pressures and [the dollar].
But with the growlh inilla-
tivea wa now have under
way, I think long term we
can meat the 109% snnual
parmings per share growth
rate, year ovar year That
will take pome reasonable

growth. I'm still pretty confi-

dent we can get thers, T am inchuding
this year in that average. That meana
wel] have soms vears and hard
years. But even with & 86% decline
[thie yerr], on average we'll meel our
commitments and have enough rev-
emuq growth to kave 10% ers growlh.

O How aoon will digrital beoome
profitable?

A: The numow digital bosiness—dig-
tal camerag, CO-RoMs, and some digi-
tal printerse—did not meet the ond
of-year target ag & resull of &
collupee in oD ROM pricce, We didn’t
expect thal and we should have.
When are woe golng to make muireey?
I'm not going to guces at that.

For a complete transcript of this
interview, go lo www.businessweek.com
of America Online: Keyword: BW.

— Ay It depends on prieing —- ..
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ble on its flm business, Donald W, Strickiznd, president and
cEo of PlietareWorks Technology Ine. and Kodak's former
viee-president for software, says there's no doubt about the
quality of Kodalk's technology. But he saye that “the fear of
cannibalization alwaya slowed thinga down”

It's now clear that the expectation that Fisher eould some-
how magically transfer his succeasea ab Motorols to Kedak
was naive. The two companies are radieally different organt-
zakions, at far different stages of developrment, and focing for
different. challenges. Fisher did “s lerrific job of keeping Mo-
torola on the lesding edge of technalogy” save Kobert Dun-
can, & molessor ob Horthwestern Univeroity's J. L. Kellogg
Grraduate School of Managemwnl, Most hnportant, he po-

i
i
i

[n-slore Kiosks wili lol
ahapprers prinl oul anl
HtabiipLalad e el s

Toeal eival svslimes afion
1aem Lo sooal bare

wortl oul, Lhe system,
which combines oid-Tash-
fomed silver halide film wilh
gomae dipital features, might
gtill be o bust. Kodok eaye
APR undla now account for
2% of point-uad shoot-
carnera sales. But retailers
gy ite potential Is limited.
Ihoto buffs are turning Lo
digital cameras, while the
rest of the market seems happy with 35mm.

The marketing hag not heen any bhetter on the digital side
of the business, There, products have auffered from *an sb
genea of marketing” rather than bad marleting, says Bhelly
Lagaraa, B0 of Ogilvy & Mather Worldwide Ine, which re-
eenlly won mnsl Kodak alvertising. T's o damning owver-
gight for a brand-name marketer ke Kodale "We dent yet
knnw what. the potential 8" saym Lasanus
CRUCIAL CASE Fisher iz aleo dealing wilh a [ar more in-
gradned and bureaucratic culture at Hodak than he ever
facnd d“ﬁn%wmg days at Motorola. Although he has taken
pleps to shake things up such as Instilubing pay fer porfor-
mance slandards—tbe old-line manufacturing culture contin-

e | ) e

neered eellular telephones: aod
pagers, torning them mbe must-have
products for millions.

Fiaher had hoped for a aimilar hit
at Kodak. “I'd bet we have at least
one home run of the sort Motorola
kol in cesllubar pheones " he Lol Buse-
HEBS WEEK in January, 1996, But so
fur, Fisher has nolhing more Uan a
gingle or two—deepite an inveat-
ment of billions in prodoct develop-
mant, In part, that's becawse Kodal
ts operating in a sharply differant
marketplace. Motorola thrived by
developing new technology that pro-
vided clesr, significant advantages
over old products—and often sold L
first. Lo business, where price was
leea ol B eoncern,
conFusion. Dul Kodak is & con-
gimer maes-markoeter Competition
is fiercer, and consumers can be
more fnicky abont adopting pricey
now producta, And despita ita hie-
tory as one of the world’s best-
known brands, Kedal lately seems
increasingly out of touch with ita
cugtomere, It hae o far sunk $600
million inte launching a film and
camern gyetem known ag Advantiy,
Manufacturing glitches left retail-
ers ghort of prodocts, while a enn-
fusing ad campolpn never explained
Ly vomsumers why they shoulld buy
Advantiz, But even [ Kodak had
done a better job of getting the

Getting the Focus Back

Whai the experts say Fisher needs do do;

Frotect market share from Fujl, with
amarter promotions, cross-marketing in the
.5, and slepped-up ouerseas axpansion

Marrow The focus to simpler products for
CONSLIMPFS

Forget the warm-and-fuzzy Kodak moment
for new products. New campalgn due short.
ly neads fo give masons to chooss Kodak

Ry a brand-name consumer-glectronics
company to halp emaasth btha transition o
digital

Coste ramain higher than rivals', Wall Straat
wants layofts of up to 20,000, though Fish-
er may announce less than hall thal

Spin off marginal businesses such as
microfiche and microfiim and ouwtsnuce
production where poasible

Instifl a sense of urgency and mission and
slash the bursavcracy

ues to impade Fizsher's efforts to
turn Kodak into a high-tech growth
company, “Filaher has heen ahle to
change the culture st the very top”
guys one industry executive. “Buol
hio hasnt been able to change the
huge mass of mikldle mmnagers, and
they just don't understand thie [dig-
ital} workl.” :
Trade poliey ie an avea in which
[Misher's Motorala expertise seemed
trangferable. At Motowala, he sue-
cesafully lobbied Washington to help
apen up the market for Motornla's
products in Jopan, while combating
Japanese dumping here al home.
Hoon alter arriving at Bodek, he
launched a similarly aggressive cf-
fort to pry open the $2.8 billion
Japanese market (o lm and paper,
where Kodak 1il] hag only 4 meager
L0% ahare, va, TFR for Faojp Pishor
arguea Fji® dominanes has pnabied
it ko Lreat Japon as a "profll eanetu-
ary” from which it can fund its as-
aavit on the rest of the world.
Fisher has maneuvered thia dis-
pute to the top of Washington's
trade apenda. At hia urging, the
1.5 hoas filed a epee before the
World Trade Organization alleging
that Japan has rhrown up nomer-
oue hidden borrvicen o the pale of
fureign film, even while colling ol
cial dulies on importa, With the Wi
decision expected in early Movem-

amwrFRwE
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