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Introduction

On April 22, 1996, consumers from around the world began

buying and using products and services from an entirely new

photographic system offered by forty different companies.

The simultaneous introduction worldwide by these compa-

nies was a historic moment in the photo industry. However,

that’s just part of the story.

The products and services of the Advanced Photo System

evolved from an unprecedented collaborative process involv-

ing Eastman Kodak and its top competitor, Fuji, as well as

three leading camera companies: Canon, Minolta, and

Nikon. The film, cameras, and photofinishing services were

based on several key new technologies and a set of detailed

specifications, developed jointly by the five System Develop-

ing Companies (SDC). Licenses were then offered to other

photographic companies, so that they could also make prod-

ucts or offer services for the Advanced Photo System. This

collaboration was done in accordance with laws governing

antitrust behavior.

This paper addresses 4 topics:

1. Why was cooperation necessary and desired?

2. What methods were employed to ensure that the SDC

would make progress and achieve the ultimate goal?

3. What factors were critical to the success of the effort?

4. What did Kodak learn from the experience?

This project, named “Orion” within Kodak, was among

the most ambitious projects ever for the photographic indus-

try leader. Initial brainstorming of concepts began in the mid

1980’s, shortly after the introduction of the Disc system.

Searches for partners lasted from the late 1980’s to the early

1990’s. By November, 1991, a 5-party, 82-page agreement

had been reached just on how we would work together, not

on matters specific to the actual system, which had yet to be

developed. There were several major setbacks in technology

and in reaching consensus on how the new system would

look but everyone was ready in April, 1996, a date agreed

upon two years earlier.

The risks were high. What would the consumers want in

a new system? Would they be pleased with the offering?

Would the new technologies work? Could we launch within

an acceptable window of time, before competing products

made the Advanced Photo System obsolete? Could the SDC

reach agreement on specs while each party protected its own
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interests? Could Kodak realize an acceptable rate of return

from such a huge investment? It was within this context that

the SDC both collaborated and competed.

The Need for Cooperation

In order to understand why cooperation was necessary, you

must first examine the nature of the photographic industry

and its condition in the late 1980’s. There are just a handful

of companies who drive major innovation; among them are

the five who became known as the SDC for the Advanced

Photo System. There are dozens of other companies who also

supply products and services to the industry, which had sales

of $65-70 billion in 1995.

Companies in the photo industry want people to capture,

process, store, and use images. Anything offered that in-

creases picture taking and usage benefits the industry. Some

fifteen billion exposures are taken annually worldwide.

Growth in the business has traditionally been driven by in-

novation in the form of new and easier to use products. For

example, the 126 format was introduced in the late 1960’s,

followed by the 110 system in the 1970’s, Disc in the early

1980’s, and point and shoot 35mm cameras in the mid-

1980’s. There has always been an evolutionary trend upward

in exposures taken, driven by population growth, amount of

discretionary income, and product cost. However, each ma-

jor product innovation caused an additional spike upward to

a new level in photo activity—a revolutionary gain.

In the late 1980’s, Pete Palermo was the General Manag-

er of Kodak’s Consumer Imaging business unit, the one that

focuses on products for the average snapshooter. There were

strong opinions among some people that traditional silver

halide photography was mature and warranted no further in-

vestment. Instead, as the reasoning went, put all emphasis on

driving manufacturing costs and prices down. Spend research

dollars on digital imaging which was still in its infancy, but

was expected to explode in popularity. Palermo had a differ-

ent vision. While manufacturing costs and the digital arena

deserved attention, he also recognized that there was still

room for innovation in silver halide products. Customer data

and research studies indicated that 35mm cameras, even

though described as “point and shoot,” still required a film

loading operation that intimidated some people. In addition,
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technologies were under development at Kodak that offered

the promise of additional features like multiple print sizes

from the same roll of film. Palermo and others saw the pos-

sibility of a new system that removed some barriers and

added new attractions at the same time. This system could

cause the next spike upward to a new level in picture taking.

It was decided that we would look at all aspects of the pic-

ture taking process and drive innovation wherever it made

sense, based on the identified needs of our customers. These

customers included the final consumer and the operators of

photofinishing equipment. The new system would be based

on the needs of our customers. It would not be a technology

“push” from the innovator. Palermo felt that success would

depend on a collaboration among industry innovators and he

initiated steps that led to the formation of the SDC. 

From Kodak’s perspective, the benefits of cooperation

outweighed the risks of losing competitive advantage. First, a

unified support of the new system by industry leaders would

virtually guarantee a broad-based acceptance of any new

standards. The VHS/Beta conflict in the early days of video

technology demonstrated convincingly how a single compa-

ny with a proprietary system has a difficult challenge in gain-

ing worldwide acceptance. Apple Computer’s troubles in re-

cent years provide another example. 

A second benefit of cooperation was that the expertise of

the SDC members would complement one another. The the-

ory, validated later in the project, was that more and better

ideas would surface in the concept and development stages.

This would result in a more appealing and more robust prod-

uct. Later in this paper we’ll discuss examples of the synergy

within SDC in more detail. A third benefit of cooperation

was that the cost and resource burden of development could

be shared among more parties.

A fourth benefit of cooperation was the potential to re-

duce the product development cycle time. The theory is that

development work could be shared by companies working in

parallel. The topic of cycle time had several interesting facets

in this project. There were cases in which work was shared to

save time. However, the nature of the SDC relationship

caused delays as well. Basically, each of the five members had

veto power on any technology and design issue of signifi-

cance. Gaining agreement often required lengthy reviews of

data, hundreds of pages of faxes, and hours of personal de-

bate. Ultimately, each of the companies launched products on

the agreed upon date of April 22, 1996. Each member real-

ized the importance of the new Advanced Photo System and

the potential rewards for participation. The collaboration on

development of the system led each company to have com-

plete confidence that the others would be ready on time. This

peer pressure had a significant positive affect on the project

success as measured from a schedule perspective.
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A fifth and last major benefit of the SDC cooperation

would be the consistent advertising push on a worldwide ba-

sis. Each company, of course, would be calling attention to

the benefits of its own products, but all would be emphasiz-

ing the benefits of the Advanced Photo System in general.

Consumers would be expected to hear a similar message

from different companies. This would help Kodak and other

companies achieve a goal of a stepwise increase in industry

photo activity.

Advanced Photo System Description

It is not the intent of this paper to dwell on the features or

technology of the new photo system, but a brief description

will help the reader understand some of the challenges we

faced as well as the excitement felt by team members. The

Advanced Photo System film uses traditional silver halide

chemistry, but the plastic support onto which the chemicals

are coated is entirely new and represents only the second

time the support has been changed for consumer film in Ko-

dak’s 117 year history. The support needed to change to ac-

commodate the new film cassette, which is all recyclable plas-

tic and has no film leader showing. The consumer simply

drops the cassette into the camera (it will only fit one way)

and closes the lid. For each frame in the roll, the consumer

may choose one of three sizes: classic (like a standard 35mm

print), group (slightly wider print) or panoramic. The cam-

era easily fits in a shirt pocket or purse. Its small size is a ben-

efit of the smaller film size, about 60 percent of the area of a

35mm negative, but 6 times larger than a Disc negative. Ad-

vances in chemistry have allowed film manufacturers to

maintain the quality one would see in a 35mm print.

Prints are returned in an envelope along with an index

print (contains a miniature image of each picture on the roll)

and the original cassette, which contains the processed nega-

tives. While the prints may go in photo albums, the cassette

and index prints may be neatly stored in specially designed

containers for easy future reference—no more shoeboxes!

Ordering of re-prints is easy because each index print has an

identification number that matches one found on the cassette.

You simply select your frame numbers and quantities and give

the cassette back to the retailer. This eliminates the need to

look at and handle negatives. A key technology that makes

much of this possible is a new magnetic layer on the film,

which allows communication among the consumer, camera,

and photofinisher.

Every component of the photo system changed: the film

(chemistry, support, and magnetic layer), the cassette, the

camera, and the photofinishing equipment.
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Methods Used in the Cooperative Effort

The First Steps

The SDC members were—and are—intense competitors.

When Kodak initially approached the others, a great deal of

suspicion had to be overcome by all involved. In the end, all

five companies realized that cooperation was necessary to

achieve the goal of industry growth. In short, the other com-

panies became convinced of the same benefits to cooperation

discussed earlier. A lengthy agreement was signed to ensure

that the companies would work together in good faith and to

minimize risk if the SDC collapsed before products were

commercialized. Royalty and patent ownership understand-

ings were also reached. When the SDC was originally

formed, the members had only the most general notion of

what might be created. We knew we wanted something rev-

olutionary and had information on barriers to consumer us-

age, but the specifics were yet to be determined. This was a

challenge in itself as we sought to define project require-

ments.

Product features were driven by consumer research. More

than 22,000 people were surveyed in a series of studies con-

ducted worldwide by Kodak to determine the features of

most importance to them in an ideal picture-taking system.

This market research is a Kodak strength. While some infor-

mation was kept internally for competitive reasons (e.g., cam-

era styling and film packaging graphics), other results were

shared with SDC members to support a list of basic system

features like drop-in film loading and three print sizes.

Another early activity in the project for SDC was to define

and agree upon a set of standards. This became the “back-

bone” which would be referenced by all product manufac-

turers. The standards covered the basic elements of the sys-

tem: the camera, the film cassette, equipment for processing

and printing the film images, and how digital information

would be encoded and read. Definitions and agreements

were not easily reached and required much negotiation. One

reason was the language and culture barrier. The Japanese re-

quired Kodak to define and explain the differences between

“targets,” “goals,” and “objectives.” We sometimes used these

words interchangeably. Another reason for the difficulty in

reaching agreements was the need for each company to pro-

tect its own interests. A third reason for difficulty is that the

SDC members may have had different priorities. An impor-

tant matter to one was not necessarily a “front burner” issue

for another company. 

The standard-setting process, while often painful, focused

the SDC members on the ultimate goal: a reliable product

which would delight the customer. The standards were made

available to licensees beginning in April, 1994. Educational

forums were held for licensees so that they would understand
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and comply with the standards. Participating companies still

had two years to design products that met Advanced Photo

System specifications with their own innovations included for

reasons of differentiation. The SDC agreed upon the April,

1996 introduction date early in 1994, after estimating when

the technology that SDC was developing would be mature

and how much time licensees would need to understand the

system and develop their own products.

Organization

They say a camel is a horse designed by committee. The word

“committee” is seldom used in business anymore because of

negative connotations: inactivity, non-productive activity,

long cycle times, etc. Well, the SDC formed a series of com-

mittees. It did take a long time to reach agreement for the

reasons cited earlier. At times, the negotiations resembled a

government bureaucracy. However, progress was made and

the goals were achieved. The system of interlocking commit-

tees fostered communication of the right topics at the right

levels. Detailed work could be “pushed down” to teams and

people with the appropriate skills and knowledge. 

The Steering Committee was at the top and included key

business and technical leaders from the five companies. It was

responsible for overall strategic direction and decision mak-

ing. The Steering Committee agreed upon the introduction

date and resolved disagreements at lower levels. The Working
Committee was composed of technical leaders from SDC. It

managed the evaluation of system features and technologies

developed for the Advanced Photo System. One of its key

roles was to recommend which features and technologies

should be incorporated. The Steering Committee ultimately

decided to accept or reject the suggestions.

The problem of having different priorities and interests

was mentioned earlier. One example of this surfaced within

the Working Committee. The camera companies (Nikon,

Canon, Minolta) proposed a film cassette design early in the

project that was made of metal and had about twenty parts

that would require hand assembly. Keep in mind that a com-

pany like Kodak would be making millions of these each

year. Such a product would have had a unit cost of ten times

the design actually used. The proposed design would have

made camera design simpler, but was totally inconsistent with

Kodak and Fuji goals and impractical from a manufacturing

point of view. 

The Specifications Subcommittee reported to the Working

Committee and developed the system specification document.

This document defined the selected technologies (new or ex-

isting) required to meet the customer feature requirements. It

also defined the dimensions and standards for the film, film

cassette, camera, and photofinishing equipment. This docu-

ment is what was given to licensees for a fee, so that they could

develop their own products that would be compatible with the
3
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new system. While the Working Committee developed and

tested designs, selecting the best for the new system, the

Specifications Subcommittee documented the selections in a

way that would minimize misinterpretation by a third party.

The Patent Committee determined which of the patent

claims owned by the SDC should be licensed. Various cate-

gories of patents were established by this team, and patents

were sorted and royalty fees established. To give an idea of

the work of this team and the project complexity, over 2700

patent applications were filed that related to the Advanced

Photo System. Kodak generated roughly 60 percent of the

critical patents issued to date. The Licensing Committee was

responsible for the SDC agreements and for transferring the

system technologies and specifications to the photographic

industry. A help desk was established to aid licensees and doc-

ument updates are distributed as needed. Today, over fifty

companies have purchased a license for the Advanced Photo

System. 

Communication

The Kodak development team in Rochester, N.Y. was thou-

sands of miles away from the SDC members in Japan. Cul-

tural and language differences were also barriers. Effective,

continuous, and relevant communication was critical to suc-

cess. An excellent policy was implemented early: all key com-

munication would be done by fax. In addition to the value of

a written record, errors in translation were lessened. It should

be noted that the Japanese were gracious in that all of their

fax communication was in English. During peak times of

SDC activity, the fax traffic reached 200 pages per day re-

ceived at the Kodak site. Internally, the Kodak team put an-

other success factor in place: all SDC communication went

to one fax machine. It was sorted for review and distribution

by the project manager and chief technical leader. Outbound

communication went through the same one fax machine.

This control mechanism ensured that the Kodak team was

unanimous in its position on a given topic and spoke with

one voice. 

In spite of the distance challenge, face to face meetings

were necessary and occurred approximately every 2-3

months, with the location alternating between the U.S. and

Japan. Translators were used, requiring twice as much time

as a meeting might take where all parties shared the same na-

tive language. All SDC members seemed thoroughly prepared

for meetings, thanks to the detailed attention given to agen-

das prior to the meetings and the quality of each company’s

team. Kodak ensured that it understood its position on each

issue, had the data ready to support it, and developed con-

tingency plans based on most likely reactions of other SDC

members. Good preparation did not guarantee brief meet-

ings—they were just shorter than they would have been oth-

erwise. Skillful negotiations by all parties with the underlying
8
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shared vision of an exciting new photo system facilitated

progress and success. A tele-video conference was used at one

point. While the participants saw the potential value in cer-

tain situations, the face to face meetings were perceived to be

more effective, possibly due to the complexity and impor-

tance of the issues.

Key Success Factors

A number of factors contributed to the success of the project.

The most important was that all five members of the SDC

were committed to the effort. For all but one (Canon), silver

halide imaging is the core of their business. The SDC shared

the same vision of launching a new system to benefit the con-

sumer and the industry. There were several serious disagree-

ments throughout the project about key requirements and

specifications. While in the middle of these intense negotia-

tions, there were doubts that the issues would be resolved.

However, the shared vision and the realization that no com-

pany individually was likely to succeed with the new system

gave the SDC determination to work through the problems.

All SDC members had a sense of urgency about the pro-

ject. Together, they knew that there was a window of oppor-

tunity that wouldn’t be open forever. Most analysts predict

that digital capture, storage, and display of images is the fu-

ture, but the technology is not yet here to give the desired

quality at an affordable price. Silver halide imaging yields ex-

traordinary value. Technology does not stand still; it will im-

prove over time. The Advanced Photo System both provides

new benefits to traditional photography and serves as a

bridge to the digital future.

Within Kodak, there was also a sense of urgency. Once

agreement was reached on key requirements, the Kodak team

felt that the other SDC members would be ready on the

agreed upon launch date with products. The Kodak team

wanted to also be ready—with the best product offering.

Even though the SDC collaborated to design the system, they

never lost sight of the fact that they were intense competitors

in the marketplace. 

The Kodak team that interfaced with the SDC was inten-

tionally kept small. There were three key individuals: the

Kodak project manager, the project chief technical leader,

and the project commercial affairs leader (he was the lawyer

who drafted the SDC agreements and provided counsel on

all matters related to the relationships among the SDC com-

panies and between SDC and licensees). These three gentle-

men worked as a team for over five years, through launch of

the new system. It was a sign of their own commitment to

success. The continuity was important for three reasons.

One was the stable leadership internally, for the benefit of

the Kodak team. The second reason was the building and
4
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maintaining of relationships within SDC. It is disconcerting

for any company to see the faces of their negotiating partner

change. The stability allowed professional and personal rela-

tionships to develop and created a climate that nurtured

trust. The third reason for the importance of continuity was

related to the complexity of the technology and SDC rela-

tionships. The learning curve for a new addition to the team

would have been too steep.

Another success factor was meeting preparation, which

was extensive. Setting the agendas for SDC meetings was an

effort in itself, with much fax traffic back and forth. For each

meeting, the Kodak team discussed the issues, formed a po-

sition, anticipated reactions from other SDC members, pre-

pared contingencies, and documented key points in advanced

(proposals, experimental data, etc.). It was obvious from the

meetings that the Japanese companies were equally prepared.

The teams did not allow the time pressure of the meetings to

alter their positions. In other words, even though the project

itself felt time pressure, the negotiating teams did not feel a

need to come back from a meeting with agreement on an is-

sue if it meant compromising their position. However, there

were some meetings that went well on into the night, to take

advantage of the time together to make progress.

The two film companies complemented each other’s skills.

Kodak and Fuji had different design approaches that allowed

each to look at problems from a different perspective. Fuji

was very good with technical details and managed action

item lists thoroughly. Kodak took a broader systems view. Ko-

dak introduced; Fuji followed up. Kodak introduced more

revolutionary ideas; Fuji’s mindset was more evolutionary.

Kodak excelled at statistical analysis, tolerances, and dimen-

sioning. Fuji tested everything and helped to uncover some

issues. The companies found a way to effectively blend these

skills so that a more robust product could be introduced.

Kodak senior management was resolute in its support of

the process. They stepped in when needed to keep the pro-

ject moving forward, but otherwise allowed the project team

to work at its own pace and style within the SDC. The Ko-

dak team had direct access to the President of Consumer

Imaging and to the CEO. Key decisions in the negotiating

process were not slowed by the bureaucracy often associated

with large companies.

Lessons Learned

A multi-company effort to develop specifications for a new

product requires one to choose partners carefully. Each com-

pany will have their own rationale for participating. Is there

a shared vision that will lead to success? Is there enough flex-

ibility that each partner will be able to accomplish their own

individual goals while supporting the collaboration effort?
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The strategy for collaboration must be well defined and

agreed to by all parties. What are the boundaries for discus-

sion and effort? As with any type of effort, the complexity in-

creases with the number of partners. It is doubtful that the

Advanced Photo System project could have been successful

with any more SDC members than the five we had.

Project success is often attributed to having the “right”

people on your team. Kodak had the right people in leader-

ship positions. They were aggressive, persistent, and com-

mitted to success. They were experienced negotiators and

had excellent communication skills. They were open minded

to new ideas. They shared a common vision for the future of

Kodak and the industry. A sponsor or manager who is initi-

ating a new project must think about the key roles and at-

tributes (like those mentioned) required for success in those

roles. Then the candidates with the best combination of at-

tributes should be selected.

Negotiating teams for the companies must communicate

with one another promptly and often. Although the fax traf-

fic for SDC was heavy and overwhelming at times, it was ef-

fective. The single contact point within Kodak served us well.

Meeting preparation and follow-up must be thorough. Inter-

nal analysis after a meeting of what went well and what went

wrong leads to suggestions for improvement in the next meet-

ing. The project team within a company must also commu-

nicate well. In addition to documenting agreements, deci-

sions, and action items, the effective team will stay focused

on its strategy (revising when appropriate).

Finally, as with all projects, there must be strong and visi-

ble sponsorship. The project team has a duty to update the

sponsors regularly on progress and issues. The sponsors have

an obligation to help when needed. There were times in the

Advanced Photo System project when the senior management

of each company was required to resolve a disagreement

among the SDC negotiators. This was an effective and nec-

essary use of the time and talents of the managers. They

stayed out of the way of the project team otherwise and al-

lowed them to do their job.

Conclusion

The System Developing Companies and licensees successful-

ly launched the Advanced Photo System on schedule world-

wide in early 1996. Features were delivered to consumers

that they wanted in a new system. The response has been

tremendous. Post-launch research of owners of the Kodak

version of the cameras revealed some of the most positive

feelings ever about a new product. Four out of five were

more satisfied with their new camera than the one they typ-

ically used. Four out of five were taking better pictures and
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making fewer mistakes. Over 95 percent said they would rec-

ommend the new photo system to others. 

The launch brought elation—and a huge sigh of relief—

from the companies involved. There were times when we

wondered if we could deliver the products on time. There

were times when we thought the entire collaboration would

fall apart. We often wondered if the effort was worth the per-

sonal sacrifice. We overcame all of the obstacles to deliver a

breakthrough product for genuine growth in the photo-

graphic industry and we now have a wealth of experience to

apply to similar efforts in the future.
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