Insights based on the article: Innovating on the
Cheap by LA Bettencourt and SL Bettencourt. Har-
vard Business Review. June 2011.

Summary by: Eric Hansen, Eric.Hansen2@oregonstate.edu

The basic point of Innovating on the Cheap is, as
stated by the authors, “An innovation in hand is worth
two in the lab.” While we know that lab-based re-
search and development is not exactly the norm in
most of the forestry industry, there is continuous inno-
vation taking place. Our experience with industry man-
agers is a tendency to see innovation as something
that is a bit “out there”, difficult to attain for a forest
industry company, and often seen as a new product
that has never before seen the light of day.

Itis important to have a global view of innovation and
recognize that it is much more than just new products.
Our research shows that innovation in the forest sec-
tor comes in three forms: products/services, produc-
tion processes, business systems (the way the com-
pany and its processes are managed). The authors
focus on product/service innovation and consumer
products, but there are take home lessons for forest
industry managers. Please note that most of the ideas
here depend on a deep and ongoing understanding of
customer needs.

According to the authors companies can potentially
capitalize on six types of “innovation in hand”, or
knowledge/concepts already existing in the company.
These may be especially relevant and important in
the context of the current industry downturn —
cashing in on low-cost paths to innovations. The
six types are the following: 1) Failure to launch, 2)
Ahead of their time, 3) Limited vision, 4) All bundled
up, 5) Unrelated family, 6) Overdesigned for the
masses.

Failure to launch — when you have an idea for a new
product or a new process in the operation and you
choose not to adopt it, what happens to that idea?
Without a system to inventory ideas, these may be
lost. When markets, technology, or customers change,
those ideas may become feasible. What did you learn
from the development of an idea that wasn't imple-
mented? Could one part of the concept be imple-
mented? The authors suggest creating a storehouse
of rejected concepts and revisiting that storehouse on
a regular basis. Some larger companies maintain idea
management systems that also help assure that differ-
ent sites in the organization can learn from the suc-
cesses and failures at other sites.

Ahead of their time — specific to products, the idea
here is that a successful product may have features
that weren't fully recognized or appreciated. Some

attributes of the product might never get mentioned in
promotions, yet when customer needs evolve these
yet-to-be mentioned attributes may be just the right
match for customer needs. You should continuously
update a prioritized list of customer needs and periodi-
cally reassess the capabilities of existing products.

Limited vision — when a product or service reaches
the marketplace it sometimes happens that customers
utilize it much differently than anticipated. The authors
suggest that you ask yourself: “Have we made the
connection clear between the products we offer and
the jobs they help customers do?” It is not so uncom-
mon for wood products to be used improperly or in-
stalled improperly. How might you change your prod-
uct to mitigate against unskilled installers?

All bundled up - bundling of consumer products isn’t
easily translated to bundling of most wood products,
but the basic principle is the same. If you offer prod-
ucts that are bundled that you don't offer separately,
you may be missing an opportunity.

Unrelated family - this is just the opposite of the
previous type. There may be opportunities in creating
new bundles of products/services. The authors recom-
mend that you step back and assess what job your
products help a customer complete. By breaking that
job down into its component parts, you may be able to
identify bundling opportunities.

Overdesigned for the masses - if your innovation
efforts are focused on the most demanding customers,
your products may be over-designed for many other
customers. Proprietary grading presents a significant
opportunity to provide a product that is best suited for
the individual customer.

For many forest industry companies, “failure to launch”
may present the biggest opportunity. For example,
purchase of a new machine may mean a once infeasi-
ble product becomes feasible. Similarly, if a new prod-
uct concept does not work because there is no market
for the falldown, new demand for the falldown could
make the original concept feasible. Either scenario
requires institutional memory of failed concepts.

Contrary to what you might think, this downturn may
be your best opportunity for innovation. Staying in
business is clearly a significant motivator and innova-
tion may be the only real option. We have seen con-
siderable innovation, including new products, from
Oregon companies since the recession. Beyond this,
times of lower demand may mean that you have more
personnel time to dedicate to improvements in prod-
ucts, processes and business systems. In addition, as
a venture capitalist told us not too long ago, the build-
ing sector is much more receptive to new ideas during
the downturn than they were during the go-go years of
bubble building.
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