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And finally my very early encounter with a real honest-to-
goodness engineer is still deeply engraved in my subconscious, It
occurred in 1943, I had just resigned from I. B. M. and was being
introduced by Dick Morse, the head honcho of National Research
Corporation, to the top management team of that fledgling organization.
Bill Humes, who went on from N. R, C. to head up the Carbide atomic
exercise at Oak Ridge, listened to Morse lay it on as to all of the great
attributes I would being to the N. R. C. picture and its future; then with-
out the trace of a smile and in the coldest of voices, Bill said ”Zlit_

remains to be seen, "

So today it remains to be seen what message I can leave with
you under the general theme of this particular conference. Obviously,
I cannot draw a blueprint of the future for the citrus industry or for
those of you that are an active and vital part of it. All I can really do
is to challenge you and to encourage you to make use of the most
effective weapon that I know of in the battle of coping with change -
namely the use of your creative and inventive instincts. The greatest
tool of the problem solver is innovation.

Innovation has always been a key element in the growth history
of America. But perhaps in the stepped-up tempo of change and in the
increasingly complex and competitive nature of the world we live and
work in those industries and product lines that aspire to prosper must
adopt innovation as a basic strategy.

In Peter Drucker's new book, '"Management', he has an
important chapter entitled, '""The Innovative Organization'. In it he
points out how fashionable '"research' has become and talks of the
large sums of money that are being spent on it. But in many companies
the outcome has been improvement rather than innovation. It's my
hunch that this describes the situation that has largely existed in the
citrus industry since the development of concentrate 35 years ago.

I'm not in any sense belittling such important improvements as essence

recovery, washed pulp, tank farms, etc. They are real improvements -
but they are not innovations. Innovation involves the introduction and
establishment of a new product or a new business on the market.

Ed Land innovated with the Polaroid camera.

IBM innovated when they ''bet their company on the Series 360

computers. "

3M innovated with Scotch Tape.

Texas Instrument innovated with their creative application of
semi-conductors,
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Michael J. Kami, who served successively as long-range
planner for both IBM and Xerox, said it best in his essay, '"Business
Planning and Business Opportunity', to quote ''the governing strategy
for an ongoing business might be said to be '""Better and More'. For

the innovative strategy the devise has to be ""New and Different. "

My own description of the attitude required of a management
that espouses innovation is this! It is an environment that encourages
and abets the conversion of impractical, half-baked, and wild ideas

into concrete innovative reality.

Involved in all of this is the overriding risk of failure - or

perhaps, as Drucker puts it, the more dangerous risk is near success,

Involved also is the importance of timing. The world abounds
with examples of products that failed initially because they were too
early or found their market as yet not ready for them.

Besides risk and timing, I feel there is another element to
innovation, This is serendipity - the simplistic definition for which
is, finding something new when you were looking for something quite
different.

And finally, beside the acceptance of risk, the need for good

timing and the thrill of serendipity, there is the final wonderful element

of luck that overlaps and blankets all of the aforementioned elements.
Don't ever discount luck - I'm a living example of how it pays off,

As I think I said earlier, there is nothing unique about the
importance of innovation - it has been the trademark of American
free enterprise and our productive capitalistic system. What may
be new is the relatively recent developments in the world energy
picture that could well be changing all of our priorities.

In my humble opinion (that is not as humble as I pretend it to
bej the oil embargo of 1974-75 was an economic, political and
psychological watershed for all of the free world.

Incredible as it may sound, I honestly believe the OPEC
rascals did us a favor., That is assuming we wake up to the reality
that the world in general, and the U.S. in particular, because of its
high level of energy needs, is running out of petroleum as a driving
force of our industrial might.
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I believe I can say without fear of successful contradiction
that in the U. S, we:

Will never again see cheap energy.

We will never again see cheap money.

We will never again see cheap labor.

We will never again see cheap transportation,

We will never again see cheap storage.

We will never again see cheap food - with the possible

exception of orange juice.

The logical question that I am sure is coming into many
of your minds is - what Fox is saying is possibly true or even probably
true about the importance of innovation - but the citrus business is
different. It's a maturé business. Even concentrate, the cinderella
of the 40's and 50's, is now old hat. It's been wrung dry. We've worked
the Vitamin C racket to pieces; we've said, '""Orange Juice Isn't for
Breakfast Anymore'' until the public is ready to throw up. So what's
new and different - or better yet - can anything in this industry be new
and different ?

Frankly, I don't know.

What I do know - and I know it from personal experience - is
that older and more mature businesses than this one have found ways to

innovate.

Let me take you by the hand through a few of them that I have
been exposed to.

I'1l1 come back to Florida citrus after a bit of a detour but for
the moment join me as we arrive at United Fruit's headquarters on
February 1, 1960. Together we look at the financial record of that proud
old company.

It brought the first bananas to the port of Boston from Jamaica
on the deck of a sailing ship before the turn of the century. An innovation
and the start of a new important industry.

By 1952 this new industry was accounting for 1% of the U. S.
grocery dollar, and U. F., as a major innovator in growing and shipping
this perishable fruit, had 65% of the market and was earning nearly $50
million after taxes on $300 million in sales.
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Then everything hit the fan. Ecuador's low-cost
competition; U. S. Department of Justice anti-trust action; corporate
complacency; and all the classic signs of a tired, mature, under-
mianaged enterprise brought the company to its knees. In 1970 the
sales were still $300 million but the profits were zilch.

Now join me three years later. The sales were up to $400
million and the after-tax earnings were $35 million, Instead of a
substantial load of debt, the balance sheet now showed $100 million
in cash and no debt.

What did it ?

Change did it,

We changed the banana variety from Gros Michel to one
called Valery. Valery, discovered in Saigon, of all places, was
resistant to the scourge of the industry - Panama Disease. Panama
Disease predictably wiped out a banana plantation in 8 to 12 years.

Just to stay even it had been costing U. F. $30 million a year to convert
virgin tropical forests into banana farms.

To ship the new fruit, a more tender item than Gros Michel,
we had to protectively box the fruit in the tropics - calling for boxing
stations, hundreds of them; new shipping and handling techniques and
equipment; and new ripening procedures in the market place.

The conversion took two years and cost over $80 million.
Now let's talk about the risk factor in all this.

Opposed to the program was our own sales department -
they were happy with the familiar old status quo, Gros Michel.

Opposed to the program were our jobbers or ripeners -
the trade, the channel to the market place. They, too, liked the
dependable hard to abuse - easy to ripen, Gros Michel.

Opposed to the change were our tropical farm managers.
They were familiar with and understood the agricultural procedures

used in cultivating Gros Michel. Valery was a different animal requiring

a whole new set of procedures. No farmer really likes change.

The only people who weren't opposed to the change were the
new team of key people we brought in to help implement the program.
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With all the seasoned pros opposed - you can bet it was
a risk!

Now let me tick off the other elements of innovation I
mentioned earlier. First as to timing. We were actually slow in
making these changes. Our competition was already stumbling
around with the concept of a disease-resistant banana. This was one
of the sales department's hang-ups. They hated to admit to being
second. The competitors were too early - we had it timed right.

The serendipity factor in this case was a beauty! As it
developed after large scale plantings were made, our actual yield
of fruit per acre nearly doubled. This was due to a much heavier
weight per stem and to reduced exposure to blowdowns from wind-
storms. The Valery grew substantially closer to the ground than
did the Gros Michel. This was an unforeseen bonus - and a major
cost reduction.

But perhaps the most exciting ''serendip’' of all was the
ability we had for the first time to put a label - the little blue oval
Chiquita - on the fruit that was inspected for top quality and packed
in boxes in the tropics. The branding, backed by a hefty TV advertis-
ing program, not only paid for itself many times over, but took the
item, almost but not quite, out of the perishable commodity category.

And luck - yes, we had our share of luck., I was particularly

lucky in some of the people that joined me in managing and implementing

the changes. Probably we were lucky that things were so sour and the
outlook so grim in the company that the Board of Directors and those
key veterans who stayed on decided to let us make all of the changes
that we felt had to be done. Less of a crisis might have caused some
foot dragging. A major delay could have doomed the company.

Then our luck ran out. EIli Black, attracted by our turn-
around and the $100 million in the bank, took over. And I left to
become a milkman.

As sorry industries go, the dairy business has few peers.
Milk production and packaging improvements have lengthened the shelf
life of fluid milk so dramatically that the home delivery milkman, the
original backbone of most local dairies, is no longer needed or, for
that matter, affordable. With rigid government standards, Grade A
milk is Grade A milk, and the chain stores, with captive dairies to
supply them their private label, have clobbered the branded milks.
The margins are paper thin and the per capita consumption is falling.
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The ice-cream business is over-capacitied and the practice of
beating air into the product (called over run) results in quality and
prices all over the lot. The medical profession has also been less
than helpful with their anti-cholesterol warnings on the consumption
of dairy products generally.

These were a few of the facts of life that I found at
H. P. Hood when I arrived in September 1970, On a sales volume
of $350 million, our after-tax profit was a measly $2, 000, 000.
The one bright spot was the Dunedin citrus plant that Minute Maid
was forced by a Department of Justice Consent Decree to unload
in 1959. With this plant Hood had carved a No. 1 share of the
chilled juice business in N. E., Tropicana notwithstanding.

One of my early questions was, "What have you done
lately that is new and different ?"

I quickly found out - precious little. But they did say that
the research department was field testing a screwy idea over at

Harvard Square. Promptly, I drove over to Harvard Square where
I found a tiny hole-in-the-wall store called the '"Spa', that featured
natural foods, that was pumping ocut Hood's experimental frozen

yogurt formula, using their Taylor soft-serve ice-cream machines.

When I say pumping out, I mean just that. People were
lined up buying the stuff. Furthermore, although I am anything but a
yogurt lover, I liked this frozen yogurt. Unlike the cloying after-
effect one usually gets after eating ice-cream, the after-taste with
frozen yogurt is like you've just brushed your teeth,

My immediate reaction was that we had come up with
a winner. I decided to call it "Frogurt' (causing some snide comments
from my associates) and ordered a full press launch of the product
in N. E. The next dozen or so installations all bombed! The Spa
on Harvard Square went merrily along; all other N. E. outlets gave
up. My sales people claimed the people who frequented Harvard Square
were hardly typical. That was in 1971,

Five years later I received a phone call from a fellow in
New York City who claimed he was our Frogurt distributor in the
Metropolitan market. Frankly, I didn't know we had a Frogurt
distributor anywhere. I'd just about forgotten the product. Our
hero had some beefs about the service he was getting and I invited
him to Boston to tell me about his problems. Before he arrived, I
decided to check his sales record. To my flabbergasted amazement,
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during a most recent 12-months period our total Frogurt sales amounted
to about 65, 000 gallons - which translated into about 3 million Frogurt
servings. But, out of this total, our New York complaining customer

had bought and resold 90% of the 65, 000 gallons. In other words, he had
the New Yorkers, the toughest market in America, consuming over 2-1/2
million servings of this new product.

When our New York friend arrived, I could hardly wait to
ask what in the tarnation he was doing with the stuff - I figured he must
be bathing in it. He explained his program. Using a beat-up, used
delivery truck and a part-time driver, he was servicing about 60 separate
retail outlets that he had set up - many like, or even smaller than the
Spa at Harvard Square - where, by the way, he had gotten the inspiration
to take on the product.

I was skeptical but willing to be shown, so the following week
I met him in New York and he gave me the tour, starting with his first
and most prized account - Bloomingdales. In the nether regions of

that famous emporium there is a fast food operation called, '40 Carrots' -

specializing in the new dietary cult - the eating of natural, good-for-you
dishes. We arrived at 3 in the afternoon and the waiting line was 50-
deep. The most popular item on their menu was our Frogurt. But they
had invented a new and very clever twist. They offered the frozen yogurt
as a main dish - ‘esconced on lettuce and festooned with nuts or fruit,

or what have you. The New York secretarial set were eating it up -
literally.,

Perhaps the most interesting lesson of the day was our
friend's pricing policy. After a little quizzing, I learned that he was
selling our Frogurt mix for $4. 25 a gallon. He bought it from us
delivered at $2.00. The son-of-a-gun was clearing $2. 00 a gallon pre-
tax. And he was growing at the rate of 10% a month. To make a long
story short, we bought him out and now distribute in New York with a
Hood subsidiary.

I think there are some lessons in this particular case.

One is the obvious factor of timing., Our early attempts
were too soon for the yogurt fever that became the vogue.

Another is the need, very often, for someone outside the
family to find the key to a successful new innovative product. The
N. I H. (not invented here) constraint is present in all organizations.
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A third lesson, I think, is as good an idea or innovation
may be, where it is relatively easy to copy, you can expect copies
to abound and fast. This is what has occurred with frozen yogurt.
It certainly occurred with frozen orange juice concentrate.

Which finally brings me to your business.

Would that I could lay before you a brand new innovated
use of Florida's citrus crop. If I had one, I wouldn't be making a
speech about it - I'd be promoting it and looking for financial angels.

However, from a timing point of view there may be two
or three ideas that have been kicking around whose day might be on
hand.

The first is a very old one. In 1948, over 30 years ago,
Minute Maid built a pilot plant to try to extract the alpha cellulose
from the peels. As most of you know, alpha cellulose is the raw
material for cellophane and rayon. It didn't work - in fact, I think
it blew up on one occasion.

That early experiment had an unusual history. The idea
came from a chemist who was a neighbor of my first financial officer
who lived in Ipswich, Massachusetts. Dick Story, a real New
Englander, brought the idea in. As was my style, I put him in charge -
a basic mistake. Don't give a pure numbers man a scientific, techni-
cal responsibility. He won't know the right questions to ask.

At any rate, we proceeded and, based on the Ipswich
chemist's recommendation, we built the pilot plant at Plymouth.
Several months and $200, 000, more or less, later, I received a
few, very few, samples of plastic discs from this project, Having
no knowledge of what the end product ought to really be and having
very little to report to our shareholders of a favorable nature that
year, [ put a glowing paragraph in that year's annual report about
our alpha cellulose research project.

Within a couple of days from the shareholder mailing,
I received a phone call from one of our stockholders. He introduced
himself as Dr. Archie Weith, Director of Research from Union
Carbide. He quietly explained his interest and position in the
world of plastics and raised some questions about the research that
we were doing. Needless to say, I had few, if any, answers.

He suggested a lunch. I early agreed. At that lunch he
offered to visit the Ipswich laboratory and go over their experimental
data and working papers. I could have hugged him.
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The net of all this was - we were being taken. Our
Ipswich chemist was a phony. The then cost of purifying the
Alpha cellulose from citrus peels was uneconomic. We killed
the project and some wag hung a sign on the pilot plant that
read, "Fox's Folly'.

But that was 35 years ago. Today, with the cost of
pulp going at $400 to $500 per ton, the world supply potentially
limited, alpha cellulose might be a profitable by-product in Florida -
I don't know, But someone should take a new look. Timing and
possibly new technology would seem to indicate such a move.

There is another development that really intrigues me,
This is in the improvement rather than the innovation category.
Europe, because they lag the U.S. in refrigeration at all stages
of the distribution system from transport to warehouse to store
fixtures to storage capacity in the home, have worked on and made
real progress with non-refrigerated products. Their sterile milk
packed in Tetra Brix containers is very close to our best fluid milk
in the dairy case., In Canada one of D. K. Ludwig's many enterprises
has started selling single strength orange juice in a sterile carton
that combines cheaper than glass packaging with a complete machine

system of filling and sealing aseptically. With the cost of refrigerated

transport, warehousing and store display going through the roof, the
economics of this development may be worth a go on your T.I. Com-
puters.

And finally, mostly I suppose I broke my pick on this
one, I'd like to put in a short plug for high-density concentrate.
We tried it at Hood with our Liberation launch. The five-to-one
concept is sound. It pumps and mixes at zero Fahrenheit or below.
It stores well and it offers major savings in cube for all elements
of the distribution system. It deserves another real look by some-
one with the muscle to make it stick,

Finally, no self-respecting salesman worthy of a brief
case could let an opportunity such as this slip by without striking
a blow for the role of the marketer and the importance of the market
place in any discussion that involved product innovation.

Many years ago I had the unique pleasure of getting to
know Dr. Norman Vincent Peale - no mean salesman himself. At
lunch one day he summed up, as succinctly as I think one can do
it, the key to a successful business., His gem was, ""Find a need
and fill it, " Simple and true but so often ignored by the so-called
brains of industry.

10.
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The Edsel bombed because the public need at the time was
for a very different car configuration.

The DuPont Company dropped a real bundle with the develop-
ment and introduction of Corfam - the artificial leather. The market
place did not see the need for such a product at that particular time.

I've had my share of misfires that could have been prevented
if we had read the needs of the housewife more accurately.

A beauty that I can't think about without getting a stomach
ache was a packaged frozen mashed potato that we introduced under
the Snow Crop label in the early 1950's.

After the product laid such an egg that we had to pick it up
from the frozen food cabinets, we did a post mortem on the project
and learned that the majority of housewives interviewed just wouldn't
admit that they were too lazy to mash their own potatoes! An advance
discussion with a small focus group of homemakers would have given
us the word if only we had asked them.

So my advice to those of you that come up with an exciting
product concept, at an early stage, check with your potential users
as to whether there is really a need that the product will fill. The
exercise will pos4s'1b1y save your company a lot of money and you from
having a very red face.

To sum up, the formula for pushing an industry such as
citrus out of the industrial doldrums must include the following per-
ceptions:

1.  Innovation must be encouraged, nurtured and

rewarded.

2. Risks must be taken and some failures anticipated

and ignored,

3.  The importance of timing must be recognized as a

vital factor in eventual success.

4. The elements of serendipity and luck are frequently
in hiding., They should not be counted on nor should they be dis-

counted,

5. The needs of the consumer and/or final user must
bz kept in the forefront of the innovative exercise.

11.
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6. And finally, the talent that has the vision and the guts
to put all of these elements in place and on stream - a talent that can
best be described as ''entrepreneurship'' must be present at the top
of the team that aspires to hit a new jack-pot.

You have been most patient through this long lecture, and
I can only hope I've renewed your faith as engineers that your calling
is one of the most exciting and creative ways that I know of to make a
living, and, at the same time, to be able to go home at the end of the
day comfortable in the knowledge that perhaps you have come up with
something new and different.

On a much broader scale the subject of our country's need
for innovation and change was masterfully treated in an article by
William C. Norris, Chief Executive Officer of Control Data Corp.,
in the January 28, 1980 issue of Business Week.

After thoroughly chiding our various institutions, starting
wita the big corporations but including academia, organized labor,
private foundations, our churches and not least of all our government
for being apathetic, risk-avoiding, selfish and reactionary, he closed
with the following quote:

"All of us have a stake in our institutions. All bear some
responsibility for solving society's problems. We must ask ourselves
what we can do to encourage productive change - in our institutions
and our own lives. Until productive change is accomplished, our
standard of living will continue to decline, "

12.
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