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			Praise for 
Transforming the Utility Pole

			Not all disruptive innovations are made in Silicon Valley or from bytes and bits. This one comes from South Carolina’s wood waste and reveals hidden value just waiting for utility companies to capture. Thanks to Breede’s direct experience, Transforming the Utility Pole is an easy, compelling read. This book is an example of authentic, evergreen, entrepreneurship—creating value for others from an ignored resource—for both the common good and economic benefit. This is real innovation and real value.

			—Lanny Vincent

			General Partner, Vincent & Associates, Ltd. 

			As the implementation and management of corporate sustainability initiatives become increasingly important to utilities, they are placing greater value on suppliers that can develop innovative products and services to help them manage their waste streams.  This book provides an interesting look at how companies, even those operating in commodity businesses like poles, can differentiate themselves by providing innovative, unique, and cost-effective solutions for their customers

			—Catherine Heigel

			Past President, Duke Energy South Carolina

			Circular business models are not for every business, but every business must seriously evaluate and consider what it would take to turn liabilities or waste into assets. It’s too easy for academics and consultants to allude the value of circular economics; it’s quite different to learn from those that have, and are, perfecting such models. Kudos to Barry’s dose of reality! 

			—John Meindl

			Executive-in-Residence, Furman University

			Corporate Strategy and Sustainability

			As utilities nationwide continue to look for more answers on how to properly dispose of used utility poles, the goal of achieving a balance between overall cost and environmental sustainability becomes increasingly important. This book does an excellent job of both pointing out the challenges related to disposal while also offering bona fide solutions. Well done!

			—Archie Lopez

			Director of Strategic Initiatives, Texas Electric Cooperatives
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A Note from the Author

			During the writing of this book, Cox Industries was acquired by Koppers and renamed Koppers Utility and Industrial Products, thus ending the Cox family’s sixty-plus-year ownership of  the business. Koppers is a global provider of wood treatment chemicals, and is the largest producer of treated wood railroad ties in North America. With the addition of Cox, Koppers is poised to become one of the world’s largest wood treatment, production, and supply companies. 

			Rather than changing the substance of the lessons drawn in this book about mid-sized, family-owned businesses, this acquisition presents an opportunity for Cox as an innovator to take the next step in our journey, allowing us to marry our thinking about wood utility poles with the ongoing work that Koppers is doing in wood rail ties. In particular, our shared interest in developing environmentally sound disposal methods for these products should help accelerate our innovations in this area and fuel sustainable business. 

			In the following pages, I discuss a major innovation, pioneered at Cox, in dealing with used utility poles made of chemically treated wood. There is no reason, of course, that the process we have introduced should be restricted to utility poles. The chemical treatment process for railroad ties is much the same, and we now have the opportunity to apply our innovation thinking to an even larger source of wood waste—enhancing both our economic and environmental impact.

			—Barry Breede, May 2018

			
Preface

			This book is about utility poles, but actually it is about a lot more than that.

			First, it is about a South Carolina company, Cox Industries, that I hope a lot of leaders in small to mid-sized businesses will see themselves reflected in. Since 1954, Cox has been a leading manufacturer and distributor of high-quality treated wood products for the residential, commercial, industrial, and utility markets. Our core product is the wood of the southern yellow pine tree, which we harvest, cut into pieces of all shapes and sizes, treat with a chemical to extend its life span, and sell in the form of everything from telephone poles to fence posts and porch spindles. 

			Family owned and operated since day one,1 Cox has grown into one of the largest providers of treated wood utility poles in the United States. It has evolved from a two-person leadership structure to a diverse board of directors with expertise in several areas. In this way, it has followed the trajectory of a lot of companies that have seen impressive growth in the last several decades. Still, it remains tight-knit and family operated; the CEO, Mikee Johnson, is the grandson of Bill Cox Sr., who cofounded the company with his brother. 

			Second, this book is about innovation. As I explain, Cox was founded on the basis of an innovation in the treatment of wood, and it remains well placed to innovate in this industry to this day. Unsatisfied with a random or one-off approach to generating new ideas, however, it has implemented a change-oriented model, a full-time innovation staff, and a sequential innovation process that can serve as an exemplar to companies across industries that want to implement profitable innovations and market-changing disruptions more effectively. 

			Finally, it is about sustainability. Cox maintains a Sustainability Advisory Panel made up of university professors, philanthropists, conservationists, and business leaders who together provide a variety of perspectives on environmental issues, society, and the bottom line. Wood is an excellent product that provides many years of useful life, but it presents a unique challenge at the end of that life: how to dispose of it. The social and environmental costs of current practices, especially among utilities that are disposing of their used poles, are too high to maintain. With landfills reaching capacity, we in the industry have no choice but to seek alternative disposal methods; otherwise, we are on a collision course with disaster. 

			Through its targeted sequential innovation process, Cox came to focus on this problem, and has since become a leader in environmentally sensitive disposal practices. The story of this book is the story of that development, transforming the utility pole both literally and figuratively, and in the process moving into entirely new business and developing entirely new products. And it is the story of the power of innovation itself, and how it can be harnessed to disrupt commodity markets and fuel sustainable business.  

			Here again, I hope the example of Cox and its innovations in the environmental realm serve as an inspiration to business leaders across industries who are interested in learning how to make sustainability and corporate responsibility work together with running a successful and profitable business.

			
Chapter 1: The Cox Tradition of Innovation

			Say that you want to lower the transportation costs for shipping your product. A clear solution would be to ship more of the product per shipment, but here are the conditions: The product has to go on a truck, and that truck can only hold so much weight. Each individual unit of your product has a certain weight, and the trucks are maxed out. 

			Dead end?

			Not if you can make the product weigh less. That’s an opportunity for innovation.

			When people think of companies that launch and grow themselves on the basis of innovation, they tend think of a handful of choice industries or sectors: information technology (IT), automobiles, pharmaceuticals, and so forth. The forest products industry probably does not immediately come to mind. Still, Cox Industries has a reputation for advancing the industry and changing the market in the forest products sector. Its original innovation, incidentally, developed in response to the problem of saving money on shipping its product.

			Cox is a family-owned business, founded in the 1950s by brothers W.B. and E.J. Cox, that manufactures and distributes treated wood products ranging from lumber for residential building to poles for purchase and use by utilities. W.B. Cox—Bill Sr., grandfather of current Cox CEO Mikee Johnson—was driven from the beginning to keep coming up with new ways of making his company more efficient and profitable. So when faced with the limitations on how much wood he could get onto a truck, he innovated.

			When wood is chemically treated, it is soaked with a liquid carrier that helps the chemical penetrate into the wood, so the wood comes out of the process soaking wet. Traditional practice had always been to let the wood air-dry over the course of several days; during that time, it would be shipped wherever it needed to go. The wood, of course, was much heavier when wet, which limited the amount that could be loaded onto a truck for the initial shipping. Bill Cox Sr. came up with a method—kiln-drying after treatment (now known as KDAT)—that used heat to dry the wood out before it was shipped, with the result that more lumber could be moved per shipment.

			A simple innovation on the face of it, KDAT turned the forest products industry on its head and introduced a new era in the production of chemically treated wood. In addition to cutting shipping costs, the KDAT process reduces the possibility of warping and produces a much better looking, higher-end piece of wood that today sells at a much higher price point than so-called “wet” lumber. Increasing the selling price of lumber was not the intended consequence; again, the motive had simply been to ship more wood more profitably. Still, KDAT allowed Cox Industries to position itself as a leader in the manufacture of high-end wood products. It’s too bad Bill Cox Sr. never attempted to patent it—KDAT is now widely used across the industry and is the standard for high-end wood. Had he done so, there is a high likelihood that Cox would have successfully differentiated and de-commoditized its business model at a much earlier time in its history.

			Bill Cox Sr. wasn’t necessarily thinking about what was best for the environment; he was a businessman and had to put food on the table for his family, so his foremost concern was with keeping the company profitable. Serendipitously, though, cutting costs here and there can also have an environmental benefit. KDAT is one example of this; the ability to ship more of a product per truck cuts down on fossil fuel use and greenhouse gas emissions. This type of serendipity—namely, an innovation introduced to increase profit margin having the unintended consequence of increasing the environmental sustainability of company practices—has appeared in other periods of Cox’s history. So Cox has become more energy efficient and environmentally friendly as it has grown more profitable. 

			Fast-forward about fifty years: Cox, still family owned, implements a board of directors whose members are not in the family. Bringing in this outside expertise helps Cox become more self-conscious about both its innovation process and the environmental impact of its practices. I joined the board in this context, and I later joined the company as a specialist in innovation. This book is about the work that Cox has done in this area since that time. Given the promise and success of these efforts, Cox can serve as a model for other business leaders, especially those operating in smaller and mid-sized companies with limited resources, who are interested in implementing a proactive innovation program.

			Obstacles to Innovation

			“Innovation” has without a doubt become one of the premier business buzzwords of the past decade, unseating the production-focused mantras of prior years like “lean manufacturing” and “total quality management.” Companies are typically driven to innovate by one or more of a number of drivers. These include, of course, improving business profitability and meeting changing market conditions such as competitive threats or changes in consumption, but they can also include improving health and safety, aligning with overall corporate mission and strategy, or complying with government mandates.

			When it comes to implementing innovations, however, things are more easily said than done. Longtime practitioners of innovation, of which there are many, know well that building a company that has a true portfolio of promising ideas to tap into is quite a challenging task. Such a portfolio needs to include initiatives that represent different levels of company risk and return, ranging from what Harvard Business School professor Clayton Christensen calls “incremental” innovations—tweaks to an existing product or service—to “disruptive” innovations—changes in strategy with the potential to transform markets or business models. 

			Cox had a history of innovation, but it was fortuitous—a kind of “ready-fire-aim” approach that had some key successes but could not be reliably depended upon to keep moving the company forward. The innovations that resulted were one-offs. It’s nice to have that kind of luck; but as our recent history shows, it’s better to have a well-defined process. The brainstorming process that led to a particular breakthrough in one area might produce other advances in the future or in other areas. 

			So, our approach to innovation became much more targeted, and we focused on developing a more formal innovation process for the purpose of developing a portfolio of ideas that are integrated with our business strategy and that are possible to implement systematically. The process we developed, which I describe more fully later on, is sequential, starting with identifying areas that are ripe for innovation, then carrying ideas through a strategic business analysis, and ending up with executable steps to take. 

			Such a process is especially necessary because disruptive change doesn’t come easily at a company like ours, which faces challenges with regard to innovation simply due to our industry and our business profile. Cox is a mid-sized, family-owned, third generation manufacturing company, and it competes primarily in a consolidating commodity market—although stable, this market offers competitors only minimal growth opportunities year over year. Changes in market share within our industry typically arise from either acquisitions or the willingness of one competitor to underprice another to get more business. 

			Companies that fit our profile tend to be fairly risk averse; available resources to invest in innovation are usually limited, and are instead directed toward acquiring competitors or some other form of near-term financial win. In this environment, it is sometimes difficult to see how stretching the business beyond the status quo will be beneficial. However, this type of consolidation typically signals a mature industry attempting to protect a dying business model. This makes disruption all the more necessary—the sooner a company in this type of market faces up to the simple fact that innovation is a requirement for future organic growth, the better off it will be.

			Obstacles to innovation:

			
					
A company culture that resists change. The workforce needs to be ready and willing to engage in and accept changes in the business.



					
Leadership that does not support change. Company leaders need to be willing to invest in and support innovation from a budgetary, resource, and timeline standpoint.



					
Lack of resources to implement innovation wisely. Companies need to strategically mobilize staff and resources in enacting an innovation process.



					
Lack of awareness of customer needs. Especially in commodity markets, companies must deeply understand the needs of their customers, who may not be looking for product-based innovation.



					
Lack of strategic thinking about innovation. Companies need to avoid implementing one-off or random innovations; instead, they should make sure their innovation program connects with their overall business strategy.



			

			Still, the obstacles are considerable. Manufacturers that fit our profile often have an employee base with a fairly conservative mentality: “This is how we have always done things, and we have no intention to alter our processes or operations.” This attitude is understandable: employees who have been doing one kind of work for many years have a type of ingrained expertise, or what some term “tribal knowledge,” that really carries weight—especially if they are inclined to think about leaving the business if threatened by big changes. In the case of younger workers, workplaces can breed a culture of cautiousness or risk aversion, where surviving—keeping your job—by continuing to do things the way they have always been done trumps attempts to disrupt things or stand apart.

			The challenge with family-owned companies often follows a similar pattern. Frequently these companies have a sort of “heritage” mentality that makes both leadership and employees push back against efforts to disrupt the status quo. Passive family owners, in particular, may not see the value in innovation. They are focused on the income the company is generating for them here and now, and are not interested in investing in some unknown future model. 

			Also, due to Cox’s size, we exist in a kind of no-man’s-land between, on the one hand, massive companies that can afford to invest millions in an R&D department staffed with scientists devoted entirely to exploring new possibilities, and on the other, nimble start-ups with the mentality that they have to be innovative in order to continue to exist. Large companies on the whole put less risk on the line when they devote resources to R&D, and they can operate against much longer timelines for execution, while start-ups are “all in” on innovation, making the long play of being acquired by a larger company. A mid-sized company like Cox operates with a different level of risk tolerance than both of these, so that gambling on the success of a long-term innovation project looks much less attractive.

			Further, in a commodity market, the customer is typically not looking for innovative new products. They want the tried-and-true product, which is essentially the same from seller to seller, at the lowest price. “Cheaper” is better than “new and improved.” For that reason, it can be difficult to get a return on investment on innovative new products or product features.

			We found this out from some of the ethnographic research we did in our early explorations in transforming the utility pole, where we followed utility crews around on the job in search of ways to make the actual pole shape different based on how they would install it. At the end of the day, though, while the crews might like our ideas for making their jobs easier, the people who actually buy the poles really only care about price. Efforts to improve the poles themselves may not ever be compensated at all.
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