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1. The Beginning

Eastman, a genius and high school dropout, invented a dry-plate process and established (1880) a factory at Rochester, N.Y., for making dry photographic plates. The Eastman Dry Plate Company became Eastman Kodak in 1892. George Eastman came up with the name Kodak himself, after experimenting with many names starting and ending in K, which he considered to be a “strong, incisive kind of letter”. Kodak is now a world renowned company, which ranks as a premier multinational corporation and one of the 25 largest companies in the United States. 
George Eastman was born in Waterville, New York on July 12, 1854 and moved with his family to Rochester, New York in 1859. He dropped out of school in 1868, at the death of his father. He was poor, but even as a young man, he took it upon himself to support his mother and two sisters, one of whom was severely handicapped.

He began his business career as a 14-year old office boy in an insurance company and followed that with work as a clerk in a local bank at age 19. He studied accounting at night to be able to advance in his job.

His passion for photography began with the purchase of his first camera in 1878. The invention of the dry-plate process took one year and many sleepless nights trying different formulas. According to his mother, sometimes he was too tired to undress and slept on the kitchen floor. In 1879 he filed first patent for a machine that coated dry photographic plates and founded the Eastman Dry Plate Company.

He didn't concentrate on perfecting lenses and trying to rival sophisticated European makers of photo equipment. Instead, he developed the Brownie, a box camera that went on the market in 1900 with an all-American price tag of $1. A roll of film went for 15 cents. With the slogan "you press the button, we do the rest", George Eastman put the first simple camera into the hands of a world of consumers. In so doing, he made what had been a cumbersome and complicated process easy to use and accessible to nearly everyone. The Brownie was the invention that brought Kodak into the ranks of great companies.

Eastman also introduced paper roll film in 1884 and the following year patented a machine that coated rolls of paper with emulsion. In 1889 he invented perforated celluloid film.

The Eastman Kodak Company was the one of the first in America to establish a plant for large-scale production of a standardized product and to maintain a fine chemical laboratory. Its progressive welfare program included a profit-sharing plan.

George Eastman was a philanthropist whose donations were estimated at over $100 million. The principal recipients were the University of Rochester and the Eastman School of Music, Massachusetts Institute of Technology, Tuskegee and Hampton Institutes, Rochester Dental Dispensary, and dental clinics in several European capitals. In 1932, after a long illness Eastman committed suicide (by gun to head) after leaving most of his wealth to the University of Rochester. The note he left read “My work is done. Why wait?”

2. Kodak after Eastman

After Eastman's death in 1932, Kodak continued to pioneer consumer products, with color film in 1935 and with the Instamatic camera in the 1960s. Through the years, Kodak has led the way with an abundance of new products and processes that have made photography simpler, more useful and more enjoyable. 

The 1970s brought major growth to Kodak. Its sales were rising at that time, hitting about $5 billion in mid-decade, and its profits were solid. So it decided to be faithful to their basic and most profitable products: film and basic cameras.

By the late 1980s, Fuji Photo Film Co. of Japan had come out of seemingly nowhere to take over huge portions of Kodak's market share in film. Kodak management began thinking about photography as a fading business – and decided to diversify by buying a big pharmaceutical company. Only a few years later, Kodak abandoned the drug company and, finally, began to invest in the digital imaging products that were displacing filmed X-rays in medical practice. And it began to push development of its 1976 invention, the digital camera.

3. Major Changes -  Kodak under Fisher

The second man to mark Kodak in a significant way was George Fisher, who took up the position of chief executive in 1993. 

By the beginning of the 1990s Kodak was in need of help. The main fear was that digital technology would make its conventional film business obsolete. As a consequence, Kodak had branched into pharmaceuticals and a polyglot of other businesses. Its growth had slowed, and it was burdened with huge debt.

 Mr. Fisher was recruited from the top spot at Motorola in 1993 as the wizard who would magically solve Kodak's problems. Kodak. Mr. Fisher sold those businesses, cleaned up the balance sheet, and began steering the company toward its current strategy of using digital technology to enhance, not replace, conventional film. He brought more outsiders into the company and onto its board, and began investing heavily in China and other emerging markets. In traditional film, sales of Kodak's high-priced Advantix film system were on the increase.

But by late 1997, when Mr. Fisher's contract was running out, Kodak was again in a financial mess. The company was suffering from a strengthening dollar and growing softness in overseas markets; it was a high-cost manufacturer, and its growing portfolio of digital products was losing hundreds of millions of dollars annually.

Kodak's board did not blame Mr. Fisher; it extended his contract through 2000, to give him more time to fix the company. He soon announced a restructuring that would bring down costs.

But Mr. Fisher did make numerous mistakes. He bought a chain of retail photo stores, only to sell it at a loss. A software business he bought has never made money.

In November 1997 he unveiled the restructuring plan to save $ 1 billion, in part by cutting 19,900 jobs. With those savings, Kodak earned $ 1.4 billion on sales of $ 13.4 billion in 1998. Most analysts say he should have cut costs much sooner – and several say that Mr. Carp would have liked to do so. And they say that Mr. Fisher pumped money into far too many digital products.

In film, Mr. Fisher fought an ultimately unsuccessful battle to get the World Trade Organization to cite Japan for anti-competitive market practices. Kodak claimed Fuji Photo Ltd was practicing exclusionary tactics on the Japanese market by price fixing in trade associations, cash payments to wholesalers and retailers to facilitate control and distributor group boycotts. Fuji, which was not affected negatively by this filing, was in the meantime increasing its share of the United States market.

Daniel Carp, the present CEO of Eastman Kodak succeeded the former chief executive George Fisher on January 1st 1999. By the time Mr. Carp took over though Kodak was in fairly solid shape. Its costs were down, its digital losses under control, and sales were up 5 percent in the first quarter of that year.

4. The Company’s Evolution under CEO Carp

In 1999, Kodak traded at a somewhat more impressive $80. Currently, Kodak bears the ignoble distinction of being one of the worst performing stock on the Dow this year.
There were some major developments which led to the current situation of Kodak, which is one of mixed signals. Kodak is at a crossroad, with some seeing opportunity and some seeing danger. In trying to decide, we should start by trying to understand the company as it functions today.

5. The Company’s Operating Structure

Kodak's operating structure is centered around strategic product groups. The strategic product groups are segments that share common technology, manufacturing and product platforms and customer sets.

The Company has three reportable segments: Photography; Health Imaging; and Commercial Imaging.

The Photography segment derives revenues from consumer film products, sales of origination and print film to the entertainment industry, sales of professional film products, traditional and inkjet photo paper, chemicals, traditional and digital cameras, photo processing equipment and services, and digitization services, including online services.

The Health Imaging segment derives revenues from the sale of digital products, including laser imagers, media, computed and direct radiography equipment and picture archiving and communications systems, as well as traditional medical products, including analog film, equipment, chemistry, services and specialty products for the mammography, oncology and dental fields.

The Commercial Imaging segment derives revenues from microfilm equipment and media, printers, scanners, other business equipment, media sold to commercial and government customers, and from graphics film products sold to the Kodak Polychrome Graphics joint venture.

The All Other group derives revenues from the sale of organic light emitting diode (OLED) displays, imaging sensor solutions and optical products to other manufacturers.

6. The Main Business of Kodak Today

Today, Kodak increasingly concentrates on digital technology, but it has been slow in changing from the classic products. The company has embraced digital technology to a degree - from its medical-imaging business to its own digital camera line - but the company itself has admitted it was slow to appreciate how quickly consumers would adapt to digital photography, and hadn't anticipated that film sales, the company's traditional cash provider, would drop as swiftly as they have. At the present moment, digital camera sales are growing 40% a year. Sony's cameras, with 22% of all sales, lead the market, says analyst Christopher Chute of market research firm IDC Corp. – but Kodak is second with a 16% share.

As a remedy, Kodak has now suddenly jumped on the digital wave, and while thematically that would appear to be a good thing, the company's stated reforms appear so frenetic that it's fair to wonder whether it is thinking clearly, or just desperately.

In late September 2003, the 122-year-old company announced that it was going to concentrate its efforts in digital photography -- on digital cameras for consumers, on digital imaging products for medical care and commercial industry. There was irony in the announcement, because Kodak holds patents for inventing the digital camera in 1976. The company just never got around to developing the technology, because the money to be made from its traditional business of old-fashioned photographic film was so much bigger.

7. Carp’s Digital Investment Plan

The climax of the delayed catch-up process came when Kodak Chairman Daniel Carp announced that the company would be devoting its energies, and $3 billion in the next three years, to persuading the world to buy its digital cameras and other products. To fund the investment, Kodak said, it will cut its annual dividend by 72% to 50 cents a share from $1.80. His prediction: the move would boost sales from around $ 13 billion today to $ 16 billion 2006, while lifting earnings some 40% above this year's expected results. Under Carp, Kodak also is pushing aggressively into China, recently investing $100 million in the country's largest photographic firm, Lucky Film, beating out bidder Fuji for a 20% stake.

But the move met a skeptical reaction from investors. Kodak's share price plummeted nearly 20 per cent after the announcement. Problem is, after years of disappointments, investors have little faith in the ability of Carp and his management team to deliver. Indeed, Carp's big plan prompted open revolt among some shareholders. On Oct. 22, major investors met to discuss radically different ''strategies to maximize shareholder value.''

  One would be to forget about the digital investment, restore the dividend to its high level and continue enjoying the cash flow out of the fading film business - which last year was capable of creating more than $700 million of pretax profit for Kodak, or 56% of its total. Other shareholders have raised the idea of splitting Kodak into separate companies, for consumer, medical and commercial products.

Under either scenario, old Kodak would die. Under the first, the one that has received the most attention, it theoretically would be a very long and comfortable death. 

But Mr. Carp argues that trying to capitalize on the film business would only accelerate Kodak's decline. That's because many of the retailers, photo shops, and radiologists Kodak supplies would abandon it for suppliers better able to help manage the transition to digital. 

The plan to sink another $3 billion into uncertain digital plans caused frustration, but retreat from digital markets is a bad idea. Why? Because, at least in the developed world, the traditional film business is fading. Kodak itself alluded to that bleak future on Oct. 22, when it announced that U.S. film sales plummeted an alarming 23% in the third quarter. Although partly due to an inventory correction, Kodak now says film sales will drop 10% to 12% annually over the next three years in the U.S., and nearly twice as fast in Japan. Frank J. Romano, professor of digital printing at the Rochester Institute of Technology says: ''If they don't invest in digital, that's the end of Kodak.''

The problem isn't that Carp has the wrong vision -- but that he waited until the last minute to embrace it. Analysts have fairly asked why he didn't commence a studied venture into digital long ago. "I saw that digital was going to eventually replace film when we first developed the first digital camera in 1980," said Carp. "And it would have been a crime to start walking away from the historic business in 1980."

Mr Carp is also saying that Kodak “has been investing in digital for years and has been growing a fairly large set of digital businesses. The consumer digital business, for instance, is now about a $1.2 billion business [including digital cameras, inkjet paper, and Ofoto], and we have kiosks [for printing digital images] all over the place. But now film is in secular decline in the U.S. and Western Europe. “

On the other hand, some analysts consider Kodak has failed in its efforts to build a digital consumer business. It has taken a scattered approach to digital photo processing, placing bets on everything from online kiosks to minilabs used by retailers to print photos. By contrast, arch-rival Fuji Photo Film Co. started sooner, has better camera technology, and focused more on minilabs, which are expected to dominate the processing market.

Still, the race is hardly over. Kodak's digital camera business was profitable for the first time in the third quarter, as sales jumped 117%. Moreover, Kodak's bets are paying off in health-imaging, where it can take advantage of longstanding ties with doctors eager to replace X-rays with digital images. That business makes more money than photography, and operating profits climbed 14%, to $ 357 million, in the first nine months of 2003. Its sales in China, an important growth market, recovered as fears about SARS abated. It bought a stake in Lucky Film, China's main film manufacturer, which could increase distribution in Asia as well as bring royalties for manufacturing technologies. And in the United States, sales of photographic paper and digital printing services increased. Another sign of progress: On Nov. 12, Kodak announced agreements with Cingular Wireless and Nokia under which it will provide services that will help their customers store, share, and print the digital images they take with popular new camera cell phones.

Carp insists the company is on the right track. The stock has bounced back from the low of $ 20.40 it hit after he revealed his plan. Yet that recovery may have been fueled by news of Icahn's interest. Mr. Icahn, who gained fame as a corporate raider in the 1980s, recently received approval from the Federal Trade Commission to buy up to $ 500 million worth of shares in Kodak. Some investors are worried he will try to strengthen Kodak's deeply depressed shares, possibly by breaking it up. Others, who believe Icahn’s interest in the company is for the long term, see this as signaling opportunity. Legg Mason Funds, Kodak's largest shareholder, reported on Nov. 12 it increased its stake from 8.6% in June to 10%, or 28.7 million shares, at the end of October.

8. Future Outlook

Mr. Carp has been running the company for the long ride down. Can he be trusted to bring Kodak back?

With the new management team, all with amazing experience and accomplishments in the digital world, Kodak is confident about the company’s growth strategies. Mr Carp says: “We've said we can grow our sales 5% to 6% a year. But sales from traditional products [film, paper and photofinishing, etc.] will shrink 7% to 8% a year, while digital is growing 22% to 26% a year. By 2006, revenues from the digital business will account for 60% of Kodak's revenues, with traditional about 40%. At the same time, the gross profit of the digital businesses will cross over those of the film business.”

In 2002 Kodak also had some important accomplishments which they say exceeded their strategic, operational and financial objectives. They have strengthened the balance sheet and improved free cash flow. They also maintained the common stock dividend. With a 25% total return, including dividends, Kodak closed 2002 as the best-performing stock among companies that make up the Dow Jones Industrial Average.

2002 worldwide sales declined 3% compared with 2001 because of the continuing economic slump in the U.S., Europe and many other countries But the company continued to grow in the emerging markets of China (+25%), Russia (+20%) and India (+8%). In the U.S., market share in consumer film was held steady for the fifth straight year.

Their financial strategy focused on generating cash to support the underlying value of the company, pay down debt, and enable prudent investments for growth. Cash flow from operations was a positive $948 million in obtained by lowering inventories, reducing receivables and controlling capital expenditures. In the process, debt was reduced by $594 and they also bought back 7.4 million shares of Kodak stock from the company’s U.S. pension plan. The cash position increased by $121 million to $569 million. Continuing in 2002 was a worldwide workforce reduction, with the final phase to be completed in 2003. 

For the future, Kodak sees as the primary source of future growth research and development and product innovation. Guiding their growth plans are four key strategies within the $385 billion infoimaging market, where the convergence of imaging and information technology offers vast opportunity for Kodak. 

Kodak plans to expand the benefits of the traditional film business, drive image output in all forms, make digital imaging easier through products such as EasyShare digital cameras and Ofoto – the award-winning online picture service, and finally develop new businesses such as the organic light-emitting diode (OLED) flat-panel display business.

Can Kodak come back? In Kodak's favor is that its management appears to be listening to what the company’s founder George Eastman said 80 years ago: Don't get comfortable. True then, and even more important now when Kodak has to find the secret formula in the digital world that they found in the film world.

Questions

1-Analyze the strengths and weaknesses of Kodak from a financial and economic perspective

2-Should Kodak consider financing its future investments with debt 
finance or equity finance?

3-Would you consider becoming a shareholder of Kodak? 

Exhibit 1: Eastman Kodak Income Statement
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in millions, except per share data) 2002 2001 2000

Net sales 12.835 13.229 13.994

Cost of goods sold 8.225 8.661 8.375

Gross profit 4.610 4.568 5.619

Selling, general and administrative expenses 2.530 2.625 2.514

Research and development costs 762 779 784

Goodwill amortization — 153 151

Restructuring costs (credits) and other 98 659 -44

Earnings before interest and tax 1.220 352 2.214

Interest expense 173 219 178

Other (charges) income -101 -18 96

Earnings before income taxes 946 115 2.132

Provision for income taxes 153 34 725

Earnings from continuing operations 793 81 1.407

Loss from discontinued operations, net of income

of income tax benefits of $15 , $2 and $0 for the 

years ending December 31, 2002, 2001 and 2000 -23 -5 —

Net earnings 770 76 1.407

Earnings per share $2,64 $0,26 $4,59

Year end share price $35,04 $29,43 $39,47

Number of shares 291,5 290,6 304,9

Cash dividend per share $1,80 $2,21 $1,76

 Income Statement


Exhibit 2: Eastman Kodak Balance Sheet
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(in millions, except share and per share data) 2002 2001 2001

ASSETS

Current Assets

  Cash and cash equivalents 569 448 246

  Receivables, net 2.234 2.337 2.653

  Inventories, net 1.062 1.071 1.718

  Deferred income taxes 512 521 575

  Other current assets 157 240 299

    Total current assets 4.534 4.617 5.491

  Property, plant and equipment, net 5.420 5.659 5.919

  Goodwill, net 981 948 947

  Other long-term assets 2.434 2.138 1.855

    Total Assets 13.369 13.362 14.212

LIABILITIES AND SHAREHOLDERS' EQUITY

Current Liabilities

  Accounts payable and other current liabilities 3.351 3.276 3.276

  Short-term borrowings 1.442 1.534 2.058

  Accrued income taxes 584 544 606

    Total current liabilities 5.377 5.354 6.215

  Long-term debt, net of current portion 1.164 1.666 1.166

  Postretirement liabilities 3.412 2.728 2.722

  Other long-term liabilities 639 720 681

    Total Liabilities 10.692 10.468 10.784

  Shares issued (note 10) 978 978 978

  Additional paid in capital 849 849 871

  Retained earnings 7.611 7.431 7.869

  Accumulated other comprehensive loss -771 -597 -482

8.667 8.661 9.236

    Treasurt stock, at cost  5.890 5.767 5.808

    Total shareholders' equity 2.777 2.894 3.428

    Total Liabilities and Shareholders' Equity 13.369 13.362 14.212

Balance Sheet


Exhibit 3: Eastman Kodak Financial Figures


[image: image3.emf]1998 1999 2000 2001 2002 2001 2002 2003

Million Dollar

Sales

13.406 14.089 13.994 13.229 12.835 10.686 17.074 23.055

Net income

1.390 1.392 1.407 76 770 1.044 676 447

Liquidity Ratio

Current Ratio (Current assets/Current liabilities) 0,91 0,94 0,88 0,86 0,84 1,76 1,93 2,01

Quick ratio (Debts + Cash and Bank/CL) 0,65 0,68 0,61 0,52 0,52 1,32 1,43 1,51

Acid test (Cash/Current Liabilities) 0,07 0,06 0,04 0,08 0,11 0,58 0,53 0,58

Debt Ratios

Debt quality (Current Liabilities/Total Debt) 0,57 0,55 0,58 0,51 0,51 0,67 0,58 0,56

Debt quantity (Total Debt/Total Debt + Equity) 0,73 0,73 0,76 0,78 0,79 0,43 0,42 0,43

Debt cost (Interest/Total Debt) 0,01 0,01 0,02 0,02 0,02 0,01 0,01 0,01

Assets Mangement

Assets Turnover (Sales/Assets) 0,91 0,98 0,98 1,00 0,96 0,49 0,81 0,85

Fixed assets turnovers (Sales/Fixed Assets) 1,47 1,58 1,60 1,51 1,45 0,98 1,54 1,64

Current assets turnover (Sales/Current Assets) 2,39 2,59 2,55 2,87 2,83 0,97 1,73 1,75

Margin and Profitablility

ROS - Return on Sales (%) 10,05% 0,57% 6,00% 9,77% 3,96% 1,94%

ROA - Return on Assets (%) 15,58% 2,63% 9,13% 5,29% 5,73% 5,42%

ROE - Return of Equity (%) 41,04% 2,63% 27,73% 7,26% 4,79% 2,89%

Terms

collection day 69 64 64 128 94 88

payment period 143 138 149 142,1 73,6 77,6



Million Dollar

Kodak Fujifilm


Exhibit 4: Eastman Kodak Cash Flow Statement
CASH FLOW STATEMENT

[image: image4.wmf]For the Year Ended December 31

(in millions)

2002

2001

2000

Cash flows from operating activities:

Net earnings

$770

$76

$1407

Adjustments to reconcile to net cash provided by operating 

activities:

    Loss from discontinued operations

23

5

0

    Equity in losses from unconsolidated affiliates

105

84

111

    Depreciation and amortization

818

917

889

    Gain on sales of businesses/assets

-24

0

-117

    Restructuring costs, asset impairments

    and other charges

85

415

0

    (Benefit) provision for deferred income taxes

-224

-41

234

    Decrease (increase) in receivables

263

254

-247

    Decrease (increase) in inventories

88

465

-280

    Increase (decrease) in liabilities excluding borrowings

29

-111

-808

    Other items, net

285

149

-84

    Total adjustments

1448

2137

-302

    Net cash provided by continuing operations

2218

2213

1105

    Net cash used for discontinued operations

-14

-7

0

    Net cash provided by operating activities

$2204

$2206

$1105

Cash flows from investing activities:

    Additions to properties

-577

-743

-945

    Net proceeds from sales of businesses/assets

27

0

277

    Aquisitions, net of cash acquired

-72

-306

-130

    Investments in unconsolidated affiliates

-123

-141

-123

    Marketable securities — sales

88

54

84

    Marketable securities — purchases

-101

-52

-69

    Net cash used in investing activities

$758

$-1188

$-906

Cash flows from financing activities:

    Net (decrease) increase in borrowings with original

    maturities of 90 days or less

-210

-695

939

    Proceeds from other borrowings

759

1907

1310

    Repayment of other borrowings

-1146

-1355

-936

    Dividends to shareholders

-525

-643

-545

    Exercise of employee stock options

51

22

43

    Stock repurchase programs

-260

-44

-1125

    Net cash used in financing activities

$-1331

$-808

$-314

Effect of exchange rate changes on cash

6

-8

-12

Net increase (decrease) in cash and cash equivalents

121

202

-127

Cash and cash equivalents, beginning of year

448

246

373

Cash and cash equivalents, end of year

569

448

246


Exhibit 5: Eastman Kodak Important Events in History

	Important Events in Kodak History

	1879
	George Eastman invented the dry-plate process and filed patent for a machine that coated dry photographic plates 

	1880
	George Eastman established the Eastman Dry Plate Company, at Rochester N.Y.

	1884
	Introduced paper roll film

	1889
	Invented perforated celluloid film

	1892
	The Eastman Dry Plate Company became Eastman Kodak

	1900
	The Brownie box camera went on the market with a price of $1

	1932
	After a long illness, George Eastman committed suicide

	1935
	Introduced color film

	1960
	Brought the Instamatic camera to the market

	1970
	Major sales growth for Kodak. Concentrates on film and basic cameras

	1976
	Invented the digital camera

	1980
	Fuji emerges as a serious competitor

	1980
	Kodak developed their first digital camera

	1988
	Management began thinking about photography as a fading business and decided to diversify by acquiring the pharmaceutical company Sterling Drug Inc

	1993
	George Fisher took up the position of chief executive for Kodak

	1994
	Kodak abandoned its non-imaging health-related businesses began to invest in digital imaging products for medical practice

	1995
	Kodak filed a petition  against anti-competitive trade practices in the Japanese market and accused Fuji Photo Ltd of practicing exclusionary tactics , but lost the case

	1997
	Kodak was a high-cost manufacturer with a growing portfolio of digital products which was losing hundreds of millions of dollars annually

	1997
	Restructuring that eliminated 19,000 jobs and cut more than $1 billion from annual costs

	1998
	Kodak acquired Imation’s medical imaging businesses in North America, Latin America, and Asia

	1999
	Daniel Carp took over as CEO of Eastman Kodak

	1999
	Kodak entered the digital radiography market

	2001
	Kodak is pushing aggressively into China, an important growth market

	2003
	Carp unveiled the plan to invest $3 billion in the next three years in digital products by cutting dividends by 72% - to 50 cents per share

	2003
	Share price down to $23 from $90 in 1999
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Income statement

		Eastman Kodak Company		Income Statement

		in millions, except per share data)		2002		2001		2000

		Net sales		12,835		13,229		13,994

		Cost of goods sold		8,225		8,661		8,375

		Gross profit		4,610		4,568		5,619

		Selling, general and administrative expenses		2,530		2,625		2,514

		Research and development costs		762		779		784

		Goodwill amortization		—		153		151

		Restructuring costs (credits) and other		98		659		-44

		Earnings before interest and tax		1,220		352		2,214

		Interest expense		173		219		178

		Other (charges) income		-101		-18		96

		Earnings before income taxes		946		115		2,132

		Provision for income taxes		153		34		725

		Earnings from continuing operations		793		81		1,407

		Loss from discontinued operations, net of income

		of income tax benefits of $15 , $2 and $0 for the

		years ending December 31, 2002, 2001 and 2000		-23		-5		—

		Net earnings		770		76		1,407

		Earnings per share		$2,64		$0,26		$4,59

		Year end share price		$35,04		$29,43		$39,47

		Number of shares		291.5		290.6		304.9

		Cash dividend per share		$1,80		$2,21		$1,76

						2002		2001		2000

				ROS		6.18%		0.61%		10.05%

				ROI

				ROE





Balance Sheet

		Eastman Kodak Company		Balance Sheet

		(in millions, except share and per share data)		2002		2001		2001

		ASSETS

		Current Assets

		  Cash and cash equivalents		569		448		246

		  Receivables, net		2,234		2,337		2,653

		  Inventories, net		1,062		1,071		1,718

		  Deferred income taxes		512		521		575

		  Other current assets		157		240		299

		    Total current assets		4,534		4,617		5,491

		  Property, plant and equipment, net		5,420		5,659		5,919

		  Goodwill, net		981		948		947

		  Other long-term assets		2,434		2,138		1,855

		    Total Assets		13,369		13,362		14,212

		LIABILITIES AND SHAREHOLDERS' EQUITY

		Current Liabilities

		  Accounts payable and other current liabilities		3,351		3,276		3,276

		  Short-term borrowings		1,442		1,534		2,058

		  Accrued income taxes		584		544		606

		    Total current liabilities		5,377		5,354		6,215

		  Long-term debt, net of current portion		1,164		1,666		1,166

		  Postretirement liabilities		3,412		2,728		2,722

		  Other long-term liabilities		639		720		681

		    Total Liabilities		10,692		10,468		10,784

		Shares issued (note 10)		978		978		978

		  Additional paid in capital		849		849		871

		  Retained earnings		7,611		7,431		7,869

		  Accumulated other comprehensive loss		-771		-597		-482

				8,667		8,661		9,236

		    Treasurt stock, at cost		5,890		5,767		5,808

		    Total shareholders' equity		2,777		2,894		3,428

		    Total Liabilities and Shareholders' Equity		13,369		13,362		14,212
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Tabelle1

		

				Kodak												Fujifilm

				1998		1999		2000		2001		2002				2001		2002		2003

				Million Dollar														Million Dollar

		Sales		13,406		14,089		13,994		13,229		12,835				10,686		17,074		23,055

		Net income		1,390		1,392		1,407		76		770				1,044		676		447

		Liquidity Ratio

		Current Ratio (Current assets/Current liabilities)		0.91		0.94		0.88		0.86		0.84				1.76		1.93		2.01

		Quick ratio (Debts + Cash and Bank/CL)		0.65		0.68		0.61		0.52		0.52				1.32		1.43		1.51

		Acid test (Cash/Current Liabilities)		0.07		0.06		0.04		0.08		0.11				0.58		0.53		0.58

		Debt Ratios

		Debt quality (Current Liabilities/Total Debt)		0.57		0.55		0.58		0.51		0.51				0.67		0.58		0.56

		Debt quantity (Total Debt/Total Debt + Equity)		0.73		0.73		0.76		0.78		0.79				0.43		0.42		0.43

		Debt cost (Interest/Total Debt)		0.01		0.01		0.02		0.02		0.02				0.01		0.01		0.01

		Assets Mangement

		Assets Turnover (Sales/Assets)		0.91		0.98		0.98		1.00		0.96				0.49		0.81		0.85

		Fixed assets turnovers (Sales/Fixed Assets)		1.47		1.58		1.60		1.51		1.45				0.98		1.54		1.64

		Current assets turnover (Sales/Current Assets)		2.39		2.59		2.55		2.87		2.83				0.97		1.73		1.75

		Margin and Profitablility

		ROS - Return on Sales (%)						10.05%		0.57%		6.00%				9.77%		3.96%		1.94%

		ROA - Return on Assets (%)						15.58%		2.63%		9.13%				5.29%		5.73%		5.42%

		ROE - Return of Equity (%)						41.04%		2.63%		27.73%				7.26%		4.79%		2.89%

		Terms

		collection day						69		64		64				128		94		88

		payment period						143		138		149				142.1		73.6		77.6
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Income statement

		Eastman Kodak Company		Income Statement

		in millions, except per share data)		2002		2001		2000

		Net sales		12,835		13,229		13,994

		Cost of goods sold		8,225		8,661		8,375

		Gross profit		4,610		4,568		5,619

		Selling, general and administrative expenses		2,530		2,625		2,514

		Research and development costs		762		779		784

		Goodwill amortization		—		153		151

		Restructuring costs (credits) and other		98		659		-44

		Earnings from continuing operations before interest,

		Other (charges) income, and income taxes		1,220		352		2,214

		Interest expense		173		219		178

		Other (charges) income		-101		-18		96

		Earnings from continuing operations

		Before income taxes		946		115		2,132

		Provision for income taxes		153		34		725

		Earnings from continuing operations		793		81		1,407

		Loss from discontinued operations, net of income

		of income tax benefits of $15 , $2 and $0 for the

		years ending December 31, 2002, 2001 and 2000		-23		-5		—

		Net earnings		770		76		1,407

		Earnings per share		$2,64		$0,26		$4,59

		Number of shares		291.5		290.6		304.9

		Cash dividend per share		$1,80		$2,21		$1,76

						2002		2001		2000

				ROS		6.18%		0.61%		10.05%

				ROI

				ROE





Balance Sheet

		Eastman Kodak Company		Balance Sheet

		(in millions, except share and per share data)		2002		2001		2001

		ASSETS

		Current Assets

		  Cash and cash equivalents		569		448		246

		  Receivables, net		2,234		2,337		2,653

		  Inventories, net		1,062		1,071		1,718

		  Deferred income taxes		512		521		575

		  Other current assets		157		240		299

		    Total current assets		4,534		4,617		5,491

		  Property, plant and equipment, net		5,420		5,659		5,919

		  Goodwill, net		981		948		947

		  Other long-term assets		2,434		2,138		1,855

		    Total Assets		13,369		13,362		14,212

		LIABILITIES AND SHAREHOLDERS' EQUITY

		Current Liabilities

		  Accounts payable and other current liabilities		3,351		3,276		3,276

		  Short-term borrowings		1,442		1,534		2,058

		  Accrued income taxes		584		544		606

		    Total current liabilities		5,377		5,354		6,215

		  Long-term debt, net of current portion		1,164		1,666		1,166

		  Postretirement liabilities		3,412		2,728		2,722

		  Other long-term liabilities		639		720		681

		    Total Liabilities		10,692		10,468		10,784

		Shares issued (note 10)		978		978		978

		  Additional paid in capital		849		849		871

		  Retained earnings		7,611		7,431		7,869

		  Accumulated other comprehensive loss		-771		-597		-482

				8,667		8,661		9,236

		    Treasurt stock, at cost		5,890		5,767		5,808

		    Total shareholders' equity		2,777		2,894		3,428

		    Total Liabilities and Shareholders' Equity		13,369		13,362		14,212
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