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-- Perspective:  What can we learn from the stumble of a 
successful, incumbent firm? 

-- Benefit from a business ecosystem view for strategy, in 
contrast to basic „market‟ analysis? 

-- What strategies for innovation? 
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Kodak & digital revolution 

• Why was Kodak successful? 

• What changed? 

• How disruptive technologies work 

• Internal diagnosis 

• Arrival of new CEO G Fisher and his 

diagnosis 

• What happens inside Kodak and 

outside Kodak in the late 1990s/2000s? 

• What lessons? 
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Kodak & the digital revolution 

• Why couldn‟t a company armed with one 

of the most recognizable brands, leading 

edge technological capabilities, advanced 

marketing machinery and one of the most 

powerful distribution networks, survive a 

simple technological shift? 

– Conventional wisdom suggests that 

Kodak lacked digital imaging 

capabilities or that digital technology 

caught Kodak napping.  

– Both explanations are wrong 
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Disruptive technology:  

Digital photography in 1980s&1990s 

• What is Fuji doing in this period? 

• Disruptive versus sustaining technologies 

– Competence-destroying vs. -enhancing 

• Struggle/competition in is fact over the 
incumbent technology, not about the firm 

• Disruptive innovations initially have „inferior‟ 
features, attributes, and look financially 
unattractive 

– Technology improves 

– „Game-changing‟ impacts            
on existing firms,                          
industries and business           
ecologies 

– „Creative destruction‟ and     
 value configuration    

From Christensen, 

1995 
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Kodak‟s reaction to digital, 1990s 

• Ignore it – it will go away 

 

• Deride it – based on existing evaluation criteria 

– “Digital cameras are not going to take off in the 

near future, I think because they are still 

complex and the prints are mostly terrible. Also, 

to print them it takes forever.”          

      -- Senior Kodak executive, 1999 

• Fight it 

– Photo CD  

– APS Adapted from K Munir, 

2008 
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1980s Kodak President Colby Chandler: 

“Electronic cameras are unfeasible because people 

liked color prints and digital technology does not 

deliver a high quality set of prints as yet.  

 

It is inconceivable that people‟s „need‟ to touch, feel, 

and pass around hard prints could change. 

 

Moreover, improving the resolution and speed of 

electronic imaging translates directly into the cost 

of an all-electronic camera. And reaching the 

standards set by chemical technology would 

result in prohibitively high prices.”  
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Explaining Kodak‟s reaction:  

Consider key complementary assets 

http://english.cfl.dk/


Exploit & explore in photography 

• Kodak in 1980s & 1990s? 
– Successful incumbent firm – industry leader 

– Digital technologies arrive in the early 1980s –  
Sony brings to market the Mavica camera 

– Incumbent firm Kodak continues to exploit core 
capabilities:  Photography = chemicals on paper  

• Fuji explores digital technologies  

– Over time digital becomes better and better 

• 1993 - Kodak hires G Fischer 

– Why? 

– What struggle at Kodak 

– „Tyranny of success‟  
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Technology & industry life cycle; 

dominant designs (From Munir&Phillips 2002) 
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• In 2000, 100 firms competed in online services.  

By 2003, Fuji, Kodak/Ofoto, and  Shutterfly 

remained.   What happened in the industry? 

 

• The present:  Kodak competes in most segments 

of the value chain for digital imaging, which 

comprises three sub-segments (home printing, 

online, retail).  Which of these segments is most 

attractive and why? 

 

• Looking back over Kodak‟s strategy history, 

where did Kodak miss the boat?  Why? 

Seeing Kodak in the 2000s 
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Kodak & Digital Revolution -- Insights 

Interplay of technology and org capacity, 
legacy culture 

• -- coming of digital technologies and imaging that 
challenged traditional photography 

• -- legacy (successful) strategy and then the 
variety of challenges as Kodak execs tried to 
imagine and understand the new forms of 
competition and new bases of competitive 
advantage 

• -- the (failed) efforts of Fischer to transform 
Kodak and lead the firm through this period 

• -- how the present (2000s) at Kodak is legacy of 
key strategic choices and action in earlier period 
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Value creating systems 

• General principles 

– Division of labor & focus 

– Network conception of value 

Explore 
- new ideas 
-innovation 

make money later 

Exploit 
- routine work 

- operational excellence 
make money now 

Hargadon, 2004; Seidel, 2002; March, 1991;  Sutton, 2002; Levitt, 1963|2002 

Ratio of resources, attention, effort  

by firm or agency to  

-- exploit routines, competencies, ‘rents’? 

-- explore capacity- & competence-changing? 
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The network is the innovation 

• …The strengths that enable organizations to 
build new communities – focus, economies-
of-scale, strong ties to customers and 
suppliers alike – inhibit those same 
organizations from moving easily into new 
markets and experimenting freely with other 
technologies.  

 

• Those firms that find a way to master these 
competing strengths stand to gain a 
powerful advantage in the pursuit of 
innovation.       
   - A Hargadon (2009) 
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How does innovation occur? 

 Conventional answer = SLIM*:  

Science 

Nature 

Markets 

Technology 

Progress 

Scope of firm 
activities: 
Tech strategy 
& implement 

* Standard Linear Innovation Model  
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How does innovation occur? 

  Ecosystem dynamics:  T - M - O systems 

Nature  

Science 

University  

& research agencies 

+ govt funders  
Theory  

Practice  

Knowledge  

Information  

Organization  

capabilities &  

architecture  

Infrastructure &  

legacy systems 

Technology  

Public Good 

& Societal  

Progress 

Firm strategy  

Invention 
(& Innovation) 

Innovation 
(& Invention) 

?? 

?? Incumbent 

firms & 

markets  

Nascent 

markets &  

institutions 

Source: D Kirsch, 2003; adapted by Ventresca & Seidel 2008 
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Strategy as systematic innovation: continuous 

redesign of complex business ecosystems 

• „In so volatile a competitive environment, strategy is 

no longer positioning…activities along a value 

chain… [S]uccessful companies reinvent value.‟  

– Focus of strategic analysis is not the company or 

even the industry but the value-creating system 

itself, within which… suppliers, business partners, 

allies, customers work together to co-produce 

value.  

• Key strategic task is the reconfiguration of roles and 

relationships among this constellation of actors in 

order to mobilise the creation of value in new forms 

& by new players… 
Normann & Ramirez (1993, 1995, 2005) 
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Innovation:   
„Moving existing ideas from where they‟re known 

to where they‟re not, often in combinations‟ 

Innovation is ultimately about  

connecting, not inventing  

This relies on two different practices:   

-- Coming up with value creation 

-- Getting it done, or implementation for 

impact 
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Formulate an ecosystem innovation strategy 

Strategy making in innovation ecosystem is iterative.   Rethink entails:  
 -- accept lower performance targets,  

 -- allocate more resources to the project,  

 -- reassign development responsibility among firm and its partners, 

 -- change target market, forego the opportunity,  

 -- lobby the government for supportive regulatory changes,  

 -- acquire a competitor or partner. 
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Mapping innovation for value creation 
(O‟Reilly & Tushman 2004) 

Data: 35 breakthrough innovation efforts (15 units, 9 industries) 
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Exploitation/Exploration (March 1991) 

• „Markets‟ don‟t act.  Organizations and 
other social actors do 

• How you organize interfirm and intrafirm 
shapes possibilities for sustaining and 
leveraging innovation 
– Key challenge:  How to structure in and 

manage „dynamic tension‟ requisite for 
sustaining streams of innovation? (SE 1997) 

– High velocity environments 

– Shifts in market and „nonmarket‟ environment, 
including discontinuities 

• Solution:  Formal structures that support 
innovation (ambidextrous orgs) 
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Exploit & explore: Org architecture solution 
(O‟Reilly&Tushman 2004) 
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Back to basic wisdom 

 

 

  Know other and know yourself: 

  Triumph without peril. 

  Know Nature and know the Situation: 

  Triumph completely.   

       -- SunTzu 
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