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Abstract

The forest sector is often characterized as mature, resistant to change, and lacking innovation. To address this
situation, the forest sector literature is replete with calls to company managers to embrace innovation and foster
innovative culture. However, the process of innovation, i.e., how innovation actually takes place within forest
sector firms has not been previously described. We address this important knowledge gap. In so doing, we also
aim to bridge the practitioner - researcher gap through our novel methodological approach. Our findings suggest
that a committed and patient leadership is required to bring about the culture change needed for improved
innovation. Another critical element is the integration of business strategy and innovation strategy. Finally, our
results show that smaller operations, navigating in an intensely competitive sector, have the potential to

experience significant success via innovation efforts.
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1.0 Introduction

Practical, experience-based insight into management
processes are, unfortunately, highly uncommon in the
forest sector literature. The gap between researchers and
practitioners has seen extensive coverage in the general
business literature, beginning in the 1950s with scholars
increasingly advocating for a closer connection between
the two in order to achieve both rigor and relevance
(Bartunek and Rynes 2014, Avenier and Cajaiba 2012).
Understanding a complex reality is facilitated by seek-
ing multiple perspectives (Van de Ven 2007) and joint
work between “insiders” and “outsiders” is said to allow
sense making of a setting and the knowledge that can
be gained from it (Bartunek and Louis 1996). Accordingly,
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in this work we embrace the academia/practitioner
connection by combining the “insider” and “outsider”
perspectives to explore a key topic in the forest sector
literature, innovation. This allows us to provide a uniquely
insightful piece profiling the experiences, successes,
and challenges of implementing an innovation culture
change within a medium-sized forest sector company.
We shed light on the black box of innovation, provid-
ing deep insights into the experience of Cox Industries,
Inc., as it undertook a strategic innovation initiative. Cox
recognized an imperative to innovate, developed a pro-
cess to create innovations, and now has concrete experi-
ences with implementing those innovations. The text that
follows documents the history of internal developments
within Cox; its experiences in attempting to innovate,
including successes and failures; and provides lessons
learned that other forest sector companies can consider
as they attempt to ramp up their own innovativeness.
When dealing with innovation and innovativeness
of companies it is critical to consider the role of culture
(Rubera and Kirca 2012). Accordingly, we frame our
insights around issues of company culture and include
in our theoretical background and discussion issues
of company culture and innovativeness because they
are vividly illustrated via the Cox experience. In the
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remainder of the text we provide a brief theoretical
background regarding innovativeness and culture, fol-
lowed by a description of the methods employed in the
study. Following the methods is the story of innovation
in Cox Industries, Inc. Finally, we provide a discussion
that includes recommendations for industry managers.

2.0 Theoretical Background

In the last decade, forest sector innovativeness has seen
considerable research attention (Hansen et al. 2014,
Leavengood and Bull 2014, Weiss et al. 2011) that in-
cludes many calls for industry to move away fromits tra-
ditional production orientation and aversion to change
to become more innovative and thus more competi-
tive (Roos and Stendahl 2015, Han and Hansen 2015,
Leavengood and Bull 2014, Hamaldinen and Pesonen
2011, Bjorkdahl and Borjesson 2011). An innovative firm
is one that has the propensity to create and/or adopt
new products, processes or business systems (Knowles
et al. 2008), and ultimately, is better able to create or
otherwise produce innovations. Research shows a strong
connection between firm innovativeness and financial
performance (Kilic et al. 2015, Crespell and Hansen 2008,
Valimaki et al. 2004).

Deshpande and Webster (1989) describe organiza-
tional culture as the pattern of shared values and beliefs
that help members of an organization understand why
things happen and thus teach them the behavioral
norms in the organization. Innovativeness is considered
to be part of company culture (Dobni 2010, Augusto and
Coelho 2009, Hurley and Hult 1998). The forest sector
literature also addresses innovativeness as an element of
culture (Hansen et al 2007, Stendahl et al. 2007, Valimaki
et al. 2004) and generally recognizes the sector to be a
low-innovation sector, or one lacking innovativeness
(Bull et al. 2015, Leavengood and Bull 2014, Stendahl
and Roos 2008, Crespell et al. 2006).

Considered as an entire body of work, the picture
of forest sector innovativeness, painted by research
across the forest sector value chain, and in a number of
different world regions, is both highly consistent and
un-complimentary (e.g., Hansen et al. 2014, Stendahl
and Roos 2008). Some of the most compelling evidence
comes from managers within the industry as they ex-
plain to researchers the situation within their company
or sector (Hansen et al. 2007). Researchers in Sweden
provide perhaps the strongest evidence from an indus-
try manager, “the biggest problem with this firm is its

management. Most of the top management has grown
up with big mills and established customers, which re-
quire very little innovation. All new issues and ideas are
horror for them.” (as quoted in Bjorkdah and Borjesson
2011). Given this situation, there have been many calls
for improved innovativeness within the sector with an
end goal of improved firm performance (e.g., Hansen
2010, Bullard and West 2002).

As innovativeness is an element of company culture,
achieving enhanced innovativeness for most firms means
culture change, an activity that, in the best of situations
is highly challenging. In addition, while the literature is
quite critical of industry with respect to maintaining its
traditional culture and its need to be more innovative,
that same literature often fails to provide managers
with specific actions or tools that can be used in this
quest (Hansen and Bull 2010). A concrete example of
successful ongoing efforts within a forest sector firm
can help fill this gap.

3.0 Methods

Our approach is unique in forest sector research as it
focuses on one extreme case in the spirit of the releva-
tory, single-case study (Yin 2009), including an insider/
outsider approach (Bartunek and Louis 1996). Case study
research in the forest sector generally includes multiple
companies or experts (e.g., Spetic et al. 2016, Han and
Hansen 2016, Husso and Nybakk 2010). In this situation,
focusing on one company is justified by the fact that its
experience is highly unusual in the sector. In Yin's (2009,
p. 49) words the Cox story represents, “a situation previ-
ously inaccessible to scientific observation! To be sure,
there may be firms that possess effective innovation
management and new product development processes,
the Cox story represents a context to understand the
process of culture change that the company adopted
in order to become more innovative.

Initial data for the work comes from in-depth in-
terviews of three firm executives: the Chief Executive
Officer, Chief Operations Officer, and Chief Marketing and
Innovation Officer. Subsequently, the data comes from
the experience of the co-author serving as the company’s
Chief Marketing and Innovation Officer. This insider/
outsider approach (Bartunek and Louis 1996) is novel
for the forest sector literature. The direct participation
in the process by the “insider” allows insights into the
experience of the company that could not otherwise be
accomplished, even in the best designed and most well-
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funded qualitative study. The background and research
experience of the “outsider” author allows construc-
tion of an academic architecture to the “insider’s” views
and insights. With that blend in mind, the data analysis
departed from a conventional qualitative analysis and
instead aimed at creation of this “Cox story” which was
essentially an iterative process between the authors,
partially drawing on interview transcripts and partially

on the resident knowledge of the company author.

4.0 Cox Industries, Inc.

Cox Industries, Inc. is a medium-sized, family owned and
operated company headquartered in South Carolina.The
company was formed in 1954 by WB and EJ Cox, two
brothers who pioneered one of the earliest innovations
in the treated lumber market, “Kiln Dry After Treatment”
or KDAT wood. This manufacturing process resulted in
a generally higher quality lumber product that remains
an industry standard and has been widely adopted by
others in the treated lumber market.

Currently, the company is managed by third genera-
tion family members. W.B/s grandson Michael Johnson
(Mikee) serves as CEO. Mikee’s academic background
comes from outside the forest sector having studied
political science and English at Furman University. His
prior business experience was also outside the company,
having worked as a Vice President at Morgan Stanley, a
securities brokerage firm.

Cox maintains a flat structure with essentially three
layers of management between Mikee and the hourly
production workers. While other competitors downsized
during the Global Financial Crisis, Cox was able to perse-
vere through this period in part because of the balance
of markets it sells to including both residential lumber
retailers, electric utilities and industrial customers. The
diversity of Cox’s product mix along with its ability to
make strategic acquisitions in the utility pole business
put the company in a growth mode during a period when
many others were in decline. Today the company em-
ploys 400+ people and consists of multiple sales offices,
15 manufacturing plants, and 22 distribution facilities.

Cox considers itself somewhat outside of the tradi-
tionally defined forest products industry and views its
core business to be chemical application. As a treater
of outdoor wood products, the company is organized
around residential, commercial, industrial, and utility
markets. Cox has a long history of cooperating with
chemical companies in the R&D process for new chemical

applications. In practice this means that the company is
often the place where pilot testing of new formulations
takes place. Once a chemical supplier has completed its
lab-level testing, it then partners with Cox to conduct
industrial-scale, pilot testing.

4.1 Historical Approach to Innovation

For over 50 years, the culture of innovation at Cox was
predominately unstructured, intrepreneurially-led ini-
tiatives based on opportunities either developed by
or presented to top level executives (e.g., acquisitions,
new chemical treatments, new services). Many of the
most enduring innovations were those developed by
the chemical companies themselves. New treatment
formulations developed by these third-party companies
provided Cox additional sales opportunities, however
because these same innovations were also often offered
simultaneously to competitors, they failed to provide
Cox a true, long-term strategic advantage.

Internally generated innovations within Cox were his-
torically done with a Ready-Fire-Aim mentality wherein
perceived opportunities were adopted into the business
on a transactional rather than strategic basis. Many initia-
tives were undertaken based on either ad hoc customer
comments (idea du jour) or on the perceived ability to
capitalize on a near-term sales opportunity. In either
case this resulted in a somewhat insulated and customer
self-serving mentality to innovation, essentially reactive,
instead of a broader strategic view of market dynamics.
An idea was judged more on its ability to appease the
needs of a particular customer or generate immediate
sales than whether it addressed a long-term, strategic
opportunity. The result was often an inability to sustain
the innovation beyond the initial idea phase or specific
customer and integrate into the business for the long
term. An example included the short-term decision to
open/staff a sales office in China to serve that market
without having a clear understanding of the prospec-
tive market opportunity, cost structure or customer
base which Cox could profitably pursue (the effort was
eventually abandoned). In addition to this ad hoc ap-
proach, resources that were required to implement an
innovation generally went to the person with the most
clout or the loudest voice. That person in most cases
was reacting to the here and now. Finally, there was no
assigned individual to champion innovation day-to-day
through a strategic lens, so if something did not succeed
the company simply moved on to the next idea. Because
of these factors, a more structured approach was needed.
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4.2 The Impetus for Change

In the mid 1990’s the Cox family began formation of an
outside Board of Directors (BOD) to help bring both a
different perspective to the business and to better for-
malize decision making on major company issues. The
Board itself is composed of five independent outside
directors and one family representative. Each is selected
for a three-year tenure. Initially, Board members were
primarily selected based on previous relationships they
may have had with the family in some capacity and/
or their prior board experience with other companies.
However, when Mikee assumed leadership of the com-
pany, changes in the composition of the BOD began
to emerge as prospective new members were vetted
based more on their ability to bring specific skills or
experiences that the company deemed important to its
future success (Figure 1). Two such areas were informa-
tion technology and innovation.

One of Mikee’s and the Board’s drivers for bringing
stronger innovation skills to the BOD was due to both
the large number of, and dollar amount of, innovations
being pursued by the company at that time. The chemical
treating sector’s notoriously low margin structure made
it important from a Board perspective that innovation
investments be done more selectively, within the context
of a broader strategic framework, and with the ability to
measure their return on investment (ROI).

Undertaking this more structured evaluation of in-
novation at the Board level led Cox to abandon some
prior innovations simply because they failed to deliver
in terms of ROI. In some cases these were simply poor
business decisions and in others it was a function of
market dynamic changes so severe that a project had
little hope of long-term success. LifePine™, a high-end
fire retardant shingle business using Western Red Cedar
is a good example. When prices for Western Red Cedar

jumped dramatically compared to the market for tradi-
tional wood shingles, and luxury housing starts stalled
in 2008, the market opportunity diminished radically.
Cox was unable to profitably sustain the business and
exited based on a Board-level decision.

More positively, as the company looked to better
manage its internal inventory processes, an effort was
undertaken to explore how radio frequency identifica-
tion (RFID) could be adopted at the plant level to track
product movement on a real-time basis. After evaluating
the potential business and cost benefits of this technol-
ogy, the company began a pilot test at two of its facilities.

Partially based on his own observations and partially
through interactions with the Board, Mikee saw the need
to establish innovation as a distinct discipline within the
company. In Mikee’s mind, formalizing the innovation
process within the company was a critical business and
cultural shift that had to take place for the company
to realize its future market potential and to maximize
shareholder returns. The company needed an approach
that would combine strategy, process and, because of
the company’s relatively small size, implementation of
new innovations. Cox could not afford to have an inno-
vation program that operates simply as a“think tank." It
also had to house operational capability and authority
to implement new innovations.

As the company further engaged in the use of RFID
technology, a separate and independent business oppor-
tunity in software/data services emerged that combined
Cox's expertise in manufacturing utility poles with the
ability to use RFID to track, inspect and maintain these
same poles once deployed to the field. As the business
model concept was developed it became clear that the
Board member leading this effort must make a decision
to either remain a Board member or leave and lead the
development of this new software start-up. Leading a

W

1954 1999 2007 2008 2009 2012 2013 2015
Company  Formation Mikee Initial Launch of CI&MO Creation Launch of
formed of BOD assumes consideration SMS, RFID-based hired of business Cox Recovery
CEO role of RFID tags business Case for Cox

for internal Innovation Recovery Launch of

Newly use strategy IdeaStream,
formulated retreat idea submission

BOD system

Figure 1: Timeline of Key Events in the Evolution of Innovation at Cox Industries, Inc.
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project as a Board member and also being part of the de-
cision-making body was a conflict of interest. Ultimately,
a decision was made to hire the Board member (Barry) as
a full-time, permanent employee. This decision allowed
Mikee to achieve his goal of bringing innovation in-house
as a distinct discipline of the company and it removed
the inherent conflict of having Barry serve as both Board
member and head of the new start-up.

Barry began his role of Chief Innovation and Marketing
Officer (CI&MO) in late 2012. Barry’s background includes
extensive experience in marketing and innovation in
consumer products. Soon after this he hired a staff person
that was an outside-the-box thinker with a background
in archeology and landscape architecture.

Like many mid-size companies with limited resources
who are considering adoption of a formal innovation
process, Cox also realized that the person leading this
effort needed to have sufficient operational and sales
background to be able to successfully commercialize
new innovations into the marketplace, and not simply
expect to hand the idea to someone else to implement.
The reality of this situation makes innovation in a com-
pany like Cox far different than that of larger businesses
that can and do operate their innovation effort as a
stand-alone entity without any direct connection to,
or engagement in, the actual commercialization of the
innovation. This somewhat hybrid approach to innova-
tion works for Cox because it still allows for day-to-day
engagement and oversight of innovation while doing so
within a relatively small overall investment. It also allows
for better and faster market feedback on innovations as
the individual(s) managing it are also involved in helping
commercialize it.

4.3 Current Approach to Innovation

As the anointed “Innovation Champion”Barry would be
dedicating significant time and effort to the design of
the innovation system within Cox, unlike prior ad hoc
innovation efforts. The goal was to design an approach
to innovation that would result in a portfolio of well-
constructed, strategic innovations that would ultimately
play a large role in future brand and financial success
of the company. Much like a solid stock portfolio, Cox
sought toinclude in this innovation portfolio ideas that
were big and potentially highly disruptive to the mar-
ketplace (e.g., totally new business), as well as those that
were simply incremental to the business (e.g., internal
process improvements).

Formation of the innovation initiative was built
around five primary steps starting with a view of the
broader market Cox participates in and culminating with
a set of specific, strategic innovation targets.

4.3.1 Where to focus first: Early in the effort, execu-
tive leadership made the strategic decision that initial
efforts would focus on Cox’s industrial business (poles,
pilings, and crossarms). Primarily this was because this
sector typically has higher margins compared to residen-
tial treated lumber. Higher margins means an easier time
financing innovations. Also important was that in this
sector Cox sells directly to end users (utilities) whereas
on the residential side it does not. In other words, being
closer to the market ensured better feedback and faster
market evaluation.

4.3.2 Facilitated Ideation: Using an outside con-
sultant, the company underwent a facilitated ideation
process. The first step was to identify a set of “forward
thinkers”in the company that was cross functional, geo-
graphically dispersed, and could look out 5-7 years in
their business area. Thirty-five company personnel were
charged not with establishing a solution (or idea), but
rather to clarify what was emerging in the market that
might present an innovation opportunity. Additionally,
in order to prevent the potential for“leadership bias"to
challenge early-stage thinking, a decision was made to
remove both the CEO and COO from active participation
in this group. Instead these individuals would assume the
role of“sponsors”ensuring that proper resources would
be allocated to whatever innovations were ultimately
selected for further development

At a two-day, scenario planning-based retreat at
Furman University, the group was given 35 “prompts”
such as“smart poles’, “pole producers are now respon-
sible for all stages of use and disposal”, and “lots of old
poles”. Using these prompts they hypothesized what
would happen in the next 5-7 years. In other words, the
group created a scenario planning-informed view of
the future. In practice, this creation represented 50-60
prognostications or so-called “assumptions” that col-
lectively also helped to refine the Industrial Division’s
future business strategy. Eventually, these assumptions
were reduced by the group to a smaller set of probable
scenarios, opportunities that the group believed had the
highest probability of occurring within the allotted 5-7
year time frame. Further winnowing led to identification
of five innovation targets. The team returned to the office
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with an assignment of writing the business case for each
target. The business cases were created during several
weeks following the retreat. Each business case needed
to be “complete and compelling” to win the attention
and resources of company executives. In other words, the
case needed to holistically consider the potential of the
idea and give a strong indication of an acceptable ROI.

4.3.3 Developing a Business Case: The primary
outcome of the retreat was identification of five concepts:
three new product areas and two external processes or
service solutions. Currently, four of the original ideas
remain as part of Cox’s overall innovation portfolio.
One idea that was eventually eliminated was incorpo-
ration of an herbicide in the treatment of utility poles.
Especially in the US south, vines such as kudzu can be
very problematic. After carefully analyzing the region
where this could be sold it was determined the market
size was insufficient to justify investment in new product
development. Other business cases that remain an ac-
tive part of Cox’s overall innovation portfolio are driven
from broader market assumptions including how best
to respond to the increasing amount and strength of
storm activity in key regions of the US through new
products and services.

4.3.4 Selection of Business Case: A pre-defined
“ground”rule for Cox'’s innovation process was that the
sponsors (CEO and COO) would only select one innova-
tion for immediate development. The other business
cases would be maintained and updated as needed,
but due to available resources and a corporate history of
moving perhaps too quickly from one idea to another, it
was agreed that the likelihood of success would increase
significantly with singular focus on one business case.

The decision was made to pursue the area of pole/
wood waste disposal as a target area of innovation based
on the original prompt and follow-on thinking regarding
“lots of old poles”, and more specifically the development
of a more environmentally sound method of disposing of
poles than those predominantly in use (e.g., landfilling).
The innovation team subsequently immersed themselves
in months of study about this market to gain a better
understanding of user needs, market dynamics, state
and federal regulations, financial return, etc. Ultimately,
this led to the creation of a new business subsidiary, Cox
Recovery, which focuses on removing and disposing of a
utility’s wood waste stream through the use of waste-to-
energy incineration. A longer-term opportunity for this

business involves the ability to use this same material
in the production of a biodiesel product. Cox is a heavy
user of diesel both for the wood treatment process and
for transportation/logistics purposes.

4.3.5 Implementation: Cox Recovery has now been
in a commercial state since mid-2015, so while it's still
somewhat early to judge its success, the division has
already exceeded all top and bottom line financial goals.
Interest from Cox’s existing utility customer base, par-
ticularly larger, investor-owned utilities has been strong,
leading Cox to believe that one of the initial assumptions
generated during their forward-thinker retreat is likely
to become a reality for wood treatment companies like
Cox; each must have an end-of-life disposal option to
complement their new pole manufacturing capability.

4.4 Ongoing Initiatives

Innovation at Cox is characterized in part by regular
and on-going interaction with the marketplace and
with those outside parties that can bring value to Cox’s
innovation efforts. An important input into the process
is regular market research. Techniques include ethno-
graphic approaches such as going to the field with utility
line crews, online surveys of customer perceptions and
preferences, and analysis of secondary data from trade
associations and consulting firms. Information from
these efforts not only lead to potential new innovation
opportunities but they also help to update and refine
existing business cases. Additionally, in part because of
internal limitations, Cox relies heavily on the value that
non-industry partners can bring to their innovation
efforts. This includes formalized relationships with sig-
nificantly larger industrial companies who are involved
in technologies that Cox believes, with adaptation, may
have value in their own business.

For innovation to have the kind of long-term busi-
ness value that Mikee and the BOD envision, a key next
step is to embed innovation as a key cultural mindset
at Cox. Ideally this means bringing the opportunity
for innovation to all levels of the company, and conse-
quently expecting that all employees will contribute
to this process, not just the Innovation function led by
Barry or others in executive leadership. This cultural
transition is ongoing and as of this writing the company
is in the midst of implementing a company-wide idea
system designed to further embed innovativeness into
the culture and allow all employees to experience the
direct value of innovation.
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IdeaStream was launched in January 2015. Every
quarter employees are encouraged to submit an inno-
vation for consideration using either idea submission
forms located at each Cox facility or on-line through
the employee portal. Employee ideas are competitively
evaluated by a cross-functional evaluation committee.
Three ideas are awarded a prize of $1000, while the
other top 25 ideas receive some sort of company swag.
In the first quarter of 2015 only 10 ideas were submitted,
but in the second there were already 60 ideas and by
the end of 2015 more than 100 ideas were submitted
in a quarter. Many of the ideas have been generated by
plant employees, those closest to the manufacturing
processes Cox employs. The range of ideas submitted
touch on a variety of areas including new safety pro-
cedures, new methods of improving productivity, and
new ways of improving communication between and
within plants. Individual ideas selected for awards are
now being implemented company-wide with progress
monitored by the respective General Managers for each
of Cox’s divisions.

5.0 Discussion and Lessons Learned

Generally, any managerial change of the magnitude
described above must originate from the leadership
level and it must be recognized that change takes time.
As described by CEO Mikee Johnson in 2013,"...we have
formalized the innovation process, but we are still new
to the innovation process and it is far from the cultural
norm here. It is new, and | am sure we still have critics
within our own organization thinking innovation is just
blowing money." Table 1 outlines a series of targeted

changes that management aspires to accomplish via
the innovation initiative.

Although still in a relatively early stage of develop-
ment, there are a variety of lessons learned from the Cox
experience. Below we outline those that can be consid-
ered the most significant examples of keys to success
in the Cox experience, using the following categories:

1.  Committed and patient leadership
2. Culture change

3. Structured approach

4

Experience nets enhanced skills and capabilities

5.1 Committed and Patient Leadership

Company leadership significantly impacts the success
of innovation in an organization (Elenkov and Manev
2005). Having committed and patient leadership is one
critical factor in success of the Cox innovation initiative.
Having served on the BOD for some time Barry already
had high credibility with company leadership when he
was hired to lead innovation efforts. In other words, his
legitimacy was not something that was questioned as
the company began its focused innovation efforts.

5.2 Culture Change

An organization’s culture has a strong impact on em-
ployee behavior (Hogan and Coote 2014). Tushman and
O'Reilly (1996) refer to cultural and structural inertia that
make it difficult for companies to change, describing
structural inertia as, “...resistance to change rooted in
the size, complexity, and interdependence in the orga-
nization’s structures, systems, procedures, and processes

Table 1: Changes within Cox Industries, Inc. Targeted Via the Innovation Initiative

Standard Procedure Prior to Initiative

Post-Initiative Ways of Operating

Ad hoc innovation, ideas primarily originating with salespeople

[“Just throw spaghetti against the wall and see what sticks.” — CEQO]

Heavy reliance on chemical companies for innovation
Following the whims of customers or salespeople

No innovation champion, too lean for effective implementation
No market research

Ad hoc idea generation

Strategic process designed for ideation, due diligence on concepts, and selection
and implementation of most promising concepts

[“...now we are really focused on doing 1-2 projects, do them very well, and have
them tied direct to our projections in the market space.” — CEO]

Independent creation and implementation of innovation concepts

Strive to match innovation strategy with company strategy, strategic thinking
Innovation under management of Chief Marketing and Innovation Officer
Regular market research conducted via multiple methods

Systematic idea generation and inventory system, IdeaStream




Hansen and Breede — How Innovation Happens: Practical Insights from Cox Industries, Inc. 39

(p 18). Cultural inertia is the result of norms, values,
and lessons that make up the accepted “way of doing
things” within a firm. The more ingrained these norms
and values become, the greater the inertia. Cultural
inertia was clearly present in Cox, but the proactive
decision to develop a new approach to innovation was
the first step in breaking the inertia. Appropriately, the
call to change came from company leadership, as it is
the leadership that has the ability to create new cultural
norms (Hogan and Coote 2014). Developing a proactive
culture that is comfortable with risk is identified as a
key step for companies pursuing an innovation agenda
(Leavengood et al. 2014).

A wealth of research exists showing that when a
company is highly effective at decreasing costs, and
increasing efficiencies (typical of forest sector firms), it is
not necessarily also endowed with the skills necessary to
create new products. Being effective at both is typically
referred to as organizational ambidexterity (Tushman
and O'Reilly 1996). By hiring what can be considered a
quasi R&D group, Mikee was able to begin the innovation
initiative with people lacking the baggage of the existing
low-cost, high efficiency culture within the company.
Hiring Barry and his assistant was a way of buying a bit
of ambidexterity for the company. In addition, research
indicates forest sector firms run too lean for personnel to
focus oninnovation (Hansen et al. 2014, Nakamura et al.
2003), so bringing in new people bypassed the tendency
to think people do not have time to innovate. Stendahl
and Roos (2008) make a strong case for allocation of
personnel resources specifically to product develop-
ment work. In the Cox case hiring a Chief Innovation and
Marketing Officer as well as a marketing assistant was a
critical step towards successful innovation.

5.3 Structured Approach

No innovation effort will produce results if it is ad hoc or
reactionary. The history of innovation at Cox was exactly
this, largely following the whims of customers or ideas
from salespeople. While the literature is replete with
recommendations to be market and customer oriented
(e.g., Narver and Slater 1990, Hansen et al. 2006), others
argue that this can lead to incremental innovations to
existing products (Stendahl and Roos 2008). This “tyr-
anny of the market” is the situation Cox was in prior to
the innovation initiative. Now the company focuses on
matching innovation strategy with company strategy,
and strategic thinking around future scenarios as it iden-
tifies potential innovations and its efforts to be market

oriented and conduct market research are focused on
informing these strategic efforts.

Cox utilized an outside facilitator to jump-start its in-
novation efforts and followed this with a project-based
approach, much like that described in Nordic sawmills
(Stendahl et al. 2007). Lack of a structured approach to
new product development is said to be one weakness of
forest sector firms (Hansen 2006). This does not, however,
suggest that highly bureaucratic and tightly controlled
systems are needed.

5.4 Experience Nets Enhanced Skills and
Capabilities

As with most things in life and business, experience
leads to improved knowledge and capabilities, especially
when it takes place ahead of competitors (Korhonen and
Niemela 2005). Stendahl et al. (2007) report a key outcome
of product development projects in Nordic sawmills is
development of resources and capabilities. There is high
value in learning from doing. The long-term experience of
pilot testing chemical formulations from its suppliers may
have positioned Cox well for an easy transition to its own
innovation initiative. The experience of collaborating on
innovation with suppliers may have developed capabili-
ties that were unrecognized by company management.
Perhaps more importantly this process helped reveal to
Cox that the only way the company could innovate with
true market differentiating products and services was to
undertake innovation on their own and thereby not be
totally beholden to a supplier’s own business agenda.
In another example, learning to correctly estimate the
market potential for an innovation helped eliminate dead
ends for Cox, as in the example of the concept of utility
poles incorporating herbicides.

6.0 Conclusions

The experiences gained thus far in Cox’s innovation
efforts provide important lessons for other companies
endeavoring to pursue a similar agenda. Perhaps most
important is integration of business strategy and inno-
vation strategy. An innovation strategy must be more
holistic than simply idea development and must fit well
with the overall strategy employed by the company.
Potential innovations should be carefully filtered through
the business strategy when evaluating viability. Without
this strategic approach, innovation efforts can become
unfocused and, at worst, random, dramatically reducing
the potential for successful outcomes.
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Similarly, business strategy itself should also undergo
regular evaluation, particularly if the management con-
sensus is that potentially disruptive market influences are
likely to require changes to internal operations, product
mix or even the base business model itself. This ebb and
flow between strategy and innovation is something that
must be constantly monitored, managed and updated to
ensure the pursuit of innovation opportunities is focused
both in terms of quantity and direction.

Pursuit of an innovation strategy is not a quick fix,
but a long-term effort. In the case of Cox, the effort was
focused on moving away from being a commodity sup-
plier. Early results were often murky and the eventual
outcome unpredictable. What is quite clear, however,
is that if price is the only means of differentiating then
the likely success of a business model is short-lived. For
most operations a key aspect of the long-term effort
must be culture shift. The ultimate desired outcome is
a workforce that sees innovation as part of its day-to-
day efforts. IdeaStream is the way Cox is attempting to
institutionalize a spirited culture of innovation.

Given the lean nature of the workforce in most forest
sector operations, adding personnel dedicated spe-
cifically to innovation is likely a necessary ingredient
for success. In the Cox example, having an innovation
champion with a license to operate from the CEO was a
critical piece of the puzzle. Without the strong support of
leadership, most innovation efforts are bound for failure.
At best, they will be unable to realize their full potential.

Learning by doing builds skills and capabilities, so the
time to focus on innovation is now. Only by strategically
working to alter culture and develop new products, pro-
cesses, and business systems will a company improve its
innovation abilities. The Cox example shows that smaller
operations, navigating in an intensely competitive sec-
tor, have the potential to experience significant success
via innovation efforts. Choose to ignore innovation at
your own peril!
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