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Innovation, is it worth it?
Renowned business management thinker and author Tom
Peters said that a new idea either finds a champion or it
dies: “No ordinary involvement with a new idea provides
the energy required to cope with the indifference and
resistance that change provokes”.
Not only are new ideas challenged by indifference and
resistance, but to develop and test those ideas is also
costly, as investing in R&D and finding the right talent to
do it does not come cheaply. So is innovation worth it?
Perhaps the best answer is to look at the firms that focus
on innovation as core business strategy.
The Statistics New Zealand Business Operations Survey
released in April 2014 reported that, of companies that
innovate (which was 46% of the total), most of them said
innovation:
• increases
»» revenue (88%)
»» productivity (77%)
»» market share (70%)
»» responsiveness to customers (70%)
• reduces costs (67%)
• establishes/exploits new market opportunities (59%).
The same survey found that, compared with the previous
financial year:
• sales increased for 54% of innovating firms,
compared with 41% of non-innovators
• profitability increased for 43% of innovating firms,
compared with 33% of non-innovators

• productivity increased for 43% of innovating firms,
compared with 28% of non-innovators
• market share increased for 32% of innovating firms,
compared with 16% of non-innovators.
The evidence shows that innovating businesses not
only tended to do better, but also, in 2011, the 46% of
businesses that innovated contributed 75% ($35.9 billion)
of measured export income.
We need to grow our economy and we cannot do it
successfully by working harder only. We also have to work
smarter, with a constant focus on innovation.
A good idea has the potential to change the way people
live, relate to each other and even to launch an industry.
Often the path from idea to market is long and arduous
and can take many twists and turns before it makes an
impact or attracts investment.
An excellent example is 3D printing technology. In 1983,
Chuck Hull was working for a small business that made
tough coatings for tables, using ultraviolet lamps. He
suggested a new way to use the UV technology that would
quickly turn computer designs into working prototypes.
After months of experimenting, he created the first
working 3D printer and the patent was issued in 1986.
It took almost 30 years of constant testing and developing,
and several extra patents, before he saw his invention
become the juggernaut success story that it is today.
While not all commercially successful inventions have a
30-year timeline from concept to market success, all of
them had a champion who believed in their potential.

If we want to grow
the New Zealand
economy, we need to
be the champion – we
need to believe in our
nation’s innovation potential.
That is why Callaghan
Innovation has such a crucial
role to play in the innovation system in New Zealand.
Our focus is to support and champion innovation in the
high-value manufacturing and services sector and an
essential form of innovation is R&D.
We are firm advocates that R&D can drive success in new
and older businesses, small or large, niche or mainstream.
There is no one-size-fits-all solution in R&D, some ideas
will fail quickly, some will evolve into a totally different
concept, and others will take years to refine before they
become a commercial success.
All of these paths have different funding, advice and
resource requirements and Callaghan Innovation needs to
be nimble and flexible in how we help firms to find their
path to product launch readiness.
Through our coordination role, Callaghan Innovation
provides a single front door to the funding, skills, advice,
support and technical services that businesses need to
turn ideas into internationally marketable products and
services.
Dr Mary Quin
Chief Executive, Callaghan Innovation
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The jump from being
an engineer to an
entrepreneur
The challenges of an inventor attempting
to morph into an entrepreneur-comebusinessperson have been well documented.
As a mechanical engineer with a mindset better equipped to solve
technical issues around physics, dynamics, stress and deformation, Keith
Alexander appreciates that people with a market and consumer focus bring
a different view of product requirements to a business.
He is now a professor within the University of Canterbury’s (UC) College of
Engineering and in addition to this major role is a consultant and ‘research
fellow’ (as he tries to nail a term) with Springfree Trampoline.
Using a design that eliminates the danger of falling off or onto a trampoline’s
frame, Springfree Trampoline was a joint UC and Keith Alexander patent.
When the university went searching for commercialisation partners in the
late 1990s, they eventually attracted a Canadian investor and entrepreneur
and brought him on board.
This has proven to be a fruitful partnership all round, for a product that sells
for between $1200 and $2500 in New Zealand (US$500+) compared
with cheaper trampolines of between $200 and $300. Last year, more
than 40,000 of the Chinese-made, Christchurch-designed and engineered
products were sold around the world. Continued next page.

The advantage
of partnerships
Though most of each Springfree
trampoline is made in China, both
the engineering design input and
20-25% of its costs come from
New Zealand.
The fibreglass rods that
provide the mat’s bounce are
manufactured by Gisborne’s
Pultron Composites Ltd. Pultrusion
is the process of ‘pulling’ the
raw glass fibre and matrix slurry
through a heated die, creating a
continuous length of composite
bar with the profile of the die.
Springfree and Pultron have
a reciprocal arrangement
that works to the advantage
of both companies, says the
trampoline’s original inventor,
University of Canterbury College
of Engineering’s Professor Keith
Alexander.
He says that “fibreglass isn’t often
used for springs, but Pultron have
refined the pultrusion process to
make rods uniquely suitable for
the trampoline application with its
repeated bouncing.”
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Continued from previous page.

Alexander says the decision to spend considerably more on a Springfree
Trampoline, compared with a cheaper, but less safe trampoline, can be
a tricky one for young families. However, those parents and grandparents
who are aware of safety issues are willing to pay more, but also expect
good quality and something that will last for 10 years or more.

Both countries have ‘Experience
Centres’ set up, where potential
customers, and their children, can “go
and have a bounce, and maybe buy too”,
he says.

Along the marketing journey, Alexander’s enjoyed the adaptation he’s had
to make to his own thinking – designing and redesigning the original patent
idea – “using a cantilever element compared with tension springs to tension
the mat” – to protect and expand the trampoline’s intellectual property.

Springfree has now reached a stage where it
is beginning to operate more as a global entity,
instead of having separate regional offices doing
different things.

What was originally one patent is now 14. This makes any potential
imitator’s job much more difficult, but also provides a strongly defendable
position, should Springfree need to go to court. After 10 years of
production, such defence is just starting to become necessary.

“This involves having common messaging, common
marketing themes and common processes – a change
from the entrepreneurial start-up that Springfree was. It is
quite amazing to see this transition after knowing it as
a start-up.”

“When we first made the trampoline, we knew it would inevitably be more
expensive,” says Alexander. “But I blindly believed there would be people
who wanted to buy a safer option.”
The Canadian investor “complained about the higher cost and being
forced to enter a market where everyone was competing on price, but he
was clever enough to structure the messaging and the product so that
people would understand the value and buy into it”.
The investor demanded a raft of modifications, including a (fortuitously)
flexible net enclosure that broadened its appeal, and he provided
a homely story that worked in different markets and different ways
of distribution.
One of the changes was to construct the frame from powder-coated steel.
The original galvanised frame “was too agricultural-looking for the North
American market”, says Alexander.
Different distribution models have been applied in different markets, from
selling largely through the internet in Australia, to setting up of Springfree’s
own retail outlets in America.

His own consultant role is also morphing. Beginning in
February, for an initial six-month period, Keith has taken
two days a week out of his university job to work with the
company in his ‘research fellow’ role.
“I’m a mentor, with some of the original experience of
how and what we did in the past, to a team of five
relatively new fulltime engineers,” he says.
Wearing his UC College of Engineering hat, he says there
are a couple of other potential products that could be
commercialised – though whether they’d be as successful
as Springfree is an interesting question.
“You know the old story. An inventor creates something
that’s successful. He thinks he knows it all, but, having
had a ride through the commercialisation process beside
a competent entrepreneur, I realise I’m still an amateur
at most of this. It needs a team, and the team will decide
what works and what doesn’t.”

“Springfree has
now reached a
stage where it
is beginning to
operate more as
a global entity,
instead of having
separate regional
offices doing
different things.”
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From selling oranges
to selling businesses –
the Israeli perspective
In just over two decades, Israel has become a hightech powerhouse that is now a magnet for venture
capitalists and direct foreign investment.
With the greatest number of companies listed on the US stock exchange, other
than North America, Israel has gained the nickname ‘Silicon Wadi’ due to its high
concentration of high-tech industries.
How did a small country like Israel, far from its primary markets and with limited natural
resources, become the high-tech powerhouse that it is today?
When one reviews Israel’s economic history, there are many contributing factors to its
fascinating success story: US foreign aid, an influx of highly skilled immigrants and, as a
result, a burgeoning workforce.
But the key factor that set Israel on its path to become one of the high-tech capitals of
the world was its government’s focus on establishing and nurturing a culture of hightech entrepreneurship through platforms such as its incubator programme.
Oren Gershtein, chief executive of Israel’s leading technology incubator for nine years
and advisor to Callaghan Innovation’s Technology Incubator team, says the strategy
behind Israel’s technology-focused incubator model is quite straightforward.
“Israel is in the business of exporting companies, but while we export our companies,
we retain the know-how and inject cash and capability back into the ecosystem to build
the next company. Our strategy is to think ‘exit’ from day one.”

Non-restrictive access to repayable grants and clear repayment criteria is an
important part of its funding strategy. “If a company is successful, all repayable
grants are paid back at 3% of its revenue. When a company is sold, the repayable
grant is paid back in full and the entrepreneur and investor pays capital gains. If
the company fails, the grant is written off and there is no restriction on accessing
a grant for the next project.”
He says that the impact of technology incubators become evident in the first six to
18 months as new companies are established, new staff are employed and there
is an uptake of local services. Significant incubated company successes are more
likely to be seen within three to five years, depending on the industry.
Continued next page.

“Israel is in the business
of exporting companies,
but while we export our
companies, we retain the
know-how and inject cash
and capability back into
the ecosystem to build
the next company. Our
strategy is to think ‘exit’
from day one.”
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7 lessons from Israel on
incubating high tech companies:

1
2

4

A management team should be built around the
incubated companies but it is critical that the
entrepreneur has a great enough shareholding to
remain focused. It is also standard that 10% equity
is put towards employee stock options.

Deal-flow generation is a critical activity. A successful
Israeli technology incubator would be screening 500+
opportunities a year and choosing only five.

5

The incubation of foreign IP proved too challenging to
be worthwhile. It was more beneficial to have the IP
and researcher within the same country.

6
3

It is important for the incubated
company’s CEOs to be co-located with
the incubator manager CEO for the
greatest opportunity of success.

People are just as important as the technology and for
each venture there has to be a 50-50 split of science
and engineering skills versus business skills. It is a
non-negotiable requirement in the Israeli incubator
model that the two roles are split. Being an engineer
or a scientist and being a deal maker require very
different skillsets.

7

The incubated company CEOs must have an
executive understanding of how to run a business.
Mandatory training helps to reduce the risk of failure
of the incubated company.

Shareholder dilution should be seen as success.
A reduction from 50% ownership to 25% at exit
when the company is selling in excess of $100M
is a good result.
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Can New Zealand
follow in
Israel’s hightech footsteps?
Chris Somogyi, General Manager of
Accelerator Services at Callaghan
Innovation, shares the reasons why
Callaghan Innovation wants to replicate
the Israeli technology incubator model in
New Zealand.
Over the past 20 years, Israel has built an incubator system
that generates around 100 new start-ups each year. Size hasn’t
been a hindrance. If anything, it has helped the Israelis to
channel resources and talent in the right direction and build up a
knowledge base that matches, if not betters, the best in the world.

government. In 2002, the incubators were put
out for tender and have been managed by the
private sector ever since, improving their success,
commercial focus and capability.
In practice, they are designed so the government
takes the bulk of the risk when investing in the
development of new technology – risk the private sector
may not be prepared to take. In Israel, funding is split,
with the government putting up a large proportion of the
initial capital and the private sector contributing the rest.
Businesses that succeed repay their government funding
through royalties, which is then recycled into the system for
the next start-up to access.
Over the past 20 years, the Israeli government has invested
around $US600 million into the programme, with start-ups
going on to secure $US3.6 billion in foreign investment during
the same period as they grew and sought new capital to expand.
New Zealand’s total R&D expenditure is about 1.27% of GDP,
of which 0.58% comes from business; Israel’s is 4.5%. Only
a fraction of their total expenditure, some 3%, is government
funding, with 47% attributed to foreign investment and the other
half spent by domestic businesses.
The benefits these incubators have delivered to Israel’s economy
are clear-cut. They are an R&D hub. Selling intellectual property
and fully-functioning businesses is a significant chunk of
Israel’s GDP.

When it comes to innovation and research and development
(R&D), Israel is a world leader. No country is ever exactly the
same but we can learn a lot from their example.

Roughly 60% of start-ups graduate from the incubator process,
leading global corporates to flock to Israel to set up R&D
operations to make sure they don’t miss out on the next big thing.

The core model we’re focused on learning from is Israel’s
technology incubators. The programme was first established
in 1991, when it was completely owned and operated by the

Google, Apple and Hewlett-Packard are all there, spending
their money in Israel. Paying wages. Buying services. Investing
in knowledge. Continued next page.

In practice, they
are designed so the
government takes
the bulk of the risk
when investing in the
development of new
technology – risk the
private sector may
not be prepared to
take.
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Continued from previous page.

We can replicate that success here. The New Zealand
model will start with up to four new private-sector-led
technology incubators. Each incubator could feasibly
oversee the development of four to six start-ups each year,
on a two-year cycle.
In practice, that means in the second year of operation they
could each have eight to 12 businesses on their books.
In the years ahead, they would also likely have ongoing
relationships with those who graduate from the system.
The operators will be tasked with raising roughly a quarter
of the funding each of their start-ups will need, with the
rest provided in the form of repayable government grants
of up to $450,000 per company. Like Israel, start-ups that
succeed will pay back the grant, and the inclusion of private
sector investment ensures they are motivated to succeed.

It gets bought, but the knowledge and training imparted on those
during the process stays right here, ready for the next idea.
The profit is reinvested in New Zealand, adding to our export
receipts and future-proofing our skillset.
It’s important not to underestimate the value of growing our
knowledge bank. Oren Gershtein, chief executive of Israel’s leading
technology incubator for nine years, believes that had Israel
not implemented its programme, it would have been exporting
scientists and researchers, instead of their products and ideas.
We aim to keep the people, by helping to ensure New Zealand is a
place where talent wants to live.
Originally published in National Business Review, 21 March 2014

It might require a mind-set change for many Kiwis, but
we will be churning out companies as products. Because,
inevitably, successful New Zealand start-ups are going to
quickly attract the attention of international suitors. They will
be sold to foreign buyers. And this is good for New Zealand,
creating wealth, jobs and improving our capabilities.
Technology incubators produce companies that
are born, effectively, in an international airport
lounge. They’re global from birth. Their IP is
routinely snapped up and absorbed into bigger
global machines in the mould of WhatsApp and
Facebook.
What we’ve seen in Israel, and what will
be possible here, is that at the end of the
incubator process, in some cases, IP will be
the product up for sale.
Photo caption go here

Technology
incubators produce
companies that are
born, effectively,
in an international
airport lounge.
They’re global from
birth. Their IP is
routinely snapped
up and absorbed
into bigger global
machines in the
mould of WhatsApp
and Facebook.
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‘Global from day one’
With plans for listing on the stock exchange later this
year and opening a Sydney office in the next quarter, MEA
Mobile director Rodney Macfarlane has this advice for other
technology start-ups: “Don’t expect to get any sleep!”
MEA Mobile is New Zealand’s largest mobile app developer, having released over
300 apps since 2007. There wasn’t even an App Store when they started.
“We started making apps before the iPhone, on the original iPod touch, which was
their first touchscreen-based mobile device,” says Macfarlane. “You could see it
was the beginning of something pretty significant, as well as it being really great fun
and interesting to work with.”
MEA Mobile was spun out of Macfarlane Engel and Associates (MEA), a consulting
and IP commercialisation firm founded by Macfarlane and Gabriel Engel.
“We kept on doing IT, especially mobile projects and developing products, to
the point that we spun out the mobile division and became MEA Mobile,” says
Macfarlane. “It’s had a life of its own.”
MEA Mobile spun out of MEA in 2010, receiving investment from Sir Stephen
Tindall’s K1W1 fund.
The company now has about 40 staff in offices in Hamilton, Auckland, Wellington
and New Haven, Connecticut. Nearly a quarter of the staff are based in the US,
including managing director and co-founder Bruce Seymour.
“To be in the mobile space at the infancy of the market, we had to be in the
States,” says Macfarlane. “We were ‘global from day one’.”

MEA Mobile’s most successful apps target
the photography and photo printing market.
Its iSupr8 app applies vintage-style filters to
video, and Printicular is a photo printing app that
allows users to pick up prints from any of the 8000
Walgreens stores in the US.
Partnering with companies such as Rip Curl has
allowed an even greater reach, with a customised
version of iSupr8 achieving almost 300,000 downloads in
a three-week period, and a new user every two seconds.
“We’ve had ten Number 1 apps, in a range of different app
stores,” says Macfarlane. “Most recently, iSupr8 for Android
went to Number 1 in the US for Google Play in the video and
media category.”
As a product lab, MEA Mobile’s strategy is to put a small amount of money
behind an idea, get a viable product to market as soon as possible, seek market
feedback and if there is interest, increasingly monetise
the product.
But MEA Mobile is also a full service agency. “We do everything from annual
reports through to websites, apps and online marketing,” says Macfarlane.
This means that MEA Mobile has worked on a range of projects with international
companies such as Levi’s, Samsung, ESPN, Intel, and locally with organisations
such as the University of Otago and Jason’s Travel.
Macfarlane says that MEA Mobile has “an amazing team” of marketers, gamers,
developers, graphic designers and videographers, and that Callaghan Innovation’s
internship programmes have been a great way to bring in new graduates.
MEA Mobile also received an R&D Growth Grant in 2014. “Callaghan Innovation’s
been great to us, providing support not only for R&D, but also for networks,
connections and advice,” says Macfarlane.
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Award-winning idea poised
for commercial success
Vigil Monitoring won the Callaghan Innovation
Pre-commercialisation Company of the Year award
at the New Zealand High Tech Awards 2014.
The Callaghan Innovation award recognises the potential of a high-tech company
that is a new venture with a clearly identified competitive advantage.
Vigil Monitoring, the brainchild of inventor Sir Ray Avery, is set to commercialise an
intelligent medical alarm bracelet. The bracelet will monitor vital statistics, such as
heart rate and temperature, and upload the data to an online storage system in real
time. It will raise an alarm automatically if an adverse event, such as a fall or change
in heart rate, is detected.
Smart technologies like this will enable more effective methods of medical monitoring.
“Businesses like these are critical to our economy,” says Dr Mary Quin, CEO of
Callaghan Innovation.
“We all know that our future economic prosperity relies on growing more and bigger
high-tech businesses that produce high-value exports. We know just how important
these businesses are, which is why we sponsor this award.”
Alan Brannigan, CEO of Vigil Monitoring, says that winning the award was an honour
for his team and recognition of the phenomenal effort they have put in, but there is
still a lot of work to be done before they go to market.
“As the category suggests, we are not there yet. To make sure we deliver the best
product in the world for monitoring the elderly and the unwell, we need all the help
we can get,” says Brannigan. He appealed to people caring for elderly patients to
participate in a survey that will contribute to shaping both the final product design
and the roadmap for commercialisation.

Dr Mary Quin presents Alan Brannigan of Vigil Monitoring with the Callaghan Innovation
Pre-commercialisation Company award.

Did you know?
According to a Juniper Research report commissioned by Vigil,
the global remote patient monitoring market is estimated to
be worth more than US$20 billion by 2016. The report
also stated that health cost savings attributable to remote
monitoring will account for US$5 billion in the US,
US$795 million in Western Europe and US$102 million
in the Far East & China region in 2014.
Dramatic growth in the market for wearable
wireless devices is expected, exceeding
100 million units by 2016.
According to worldwide technology
research and advisory company
TechNavio, remote patient monitoring is
the main reason behind the estimated
24% growth in the global mobile
health application market.

10

insight

The changing face of
success in manufacturing
At a recent TINTalks event, international expert on high-tech
manufacturing Professor Göran Roos spoke about the latest
trends and challenges in the manufacturing sector.
He said that the world of manufacturing is looking decidedly different from how it did
just a few years ago. Previously the domain of the blue-collar worker and demanding
a limited skillset, it is now an industry where a university degree is the entry level
qualification and a deep understanding of technology, consumer behaviour and
business practices is par for the course.
Professor Roos stressed that to become successful and, more importantly, to stay
successful, manufacturers must keep track of technological developments in other
sectors that can have a huge impact on their industries. He used the example of the
effect that 3D printing is having on various industries; in particular, its huge impact
on the manufacturing industry. It may be a costly investment, but it is not cost that is
driving the shift towards 3D printing: it is the value of customisation, fast prototyping and
ease of use.
Successful firms in Europe further invest about 5% of their annual turnover in R&D,
a further 5% in renewing their capital equipment, and another 5% in continually
developing their staff. Investing in these three areas is critical in order to keep an edge in
the competitive manufacturing industry.
He remarked that we need employees who have the skills to work in the new world.
We have more services for more solutions for customers; businesses must add value
through extra services to grow their businesses – with these new services and value-add
leading to the need for new competencies.

Professor Roos said that access to
highly skilled management is essential
for success in the manufacturing sector.
How do you get highly skilled managers?
You expose your bright and rising stars to
competitive manufacturing environments.
In New Zealand’s case, he advises to send
them on secondments to European suppliers.
This has the add-on effect that it builds cultural
knowledge and stronger relationships between
international suppliers and New Zealand. The
next step is to complete a business degree; very
importantly, first the secondment then the degree,
never the other way around.
Another interesting observation regarding New
Zealand was that it would be a waste of money
to invest in the usual MBAs available from tertiary
institutions. He advises that Kiwis enrol in an
appropriate business school that specialises in SME
business training, as many business school degrees
and courses are aimed at management of large
international and multinational corporates, not SMEs.

Professor Göran Roos is one of the
world’s leading experts on innovation
management and strategy. He was
the first speaker at a TINTalks event
– a series of presentations by experts
in innovation – hosted by EY and
ManufacturingNZ and supported by
Callaghan Innovation.

As technology takes over, the core need is for fewer but higher-skilled people. European
manufacturers demand a bachelor’s degree as an entry qualification. Professor Roos
also expressed his concern about the high demand for engineers, and the fact that there
is a worldwide shortage of them. He said that across the globe we need to invest more
in science, technology, engineering and mathematics education and, importantly, that it
should happen at primary school level, as it is too late to make an impact at secondary
and tertiary levels.
In conclusion, he said that it is important to remember that manufacturing drives the
economy of a country – “you cannot drive an economy with lawyers and accountants”.
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Fresh thinking?
Granted.
270 R&D Student Grant places now open
Innovative businesses are invited to apply for funding to hire students for
internships and work experience as part of Callaghan Innovation’s R&D Student
Grants scheme.
R&D Student Grants, administered by Callaghan Innovation, are available to R&Dactive companies in New Zealand to employ up to 70 Masters and PhD graduates
and 200 undergraduate, honours, and postgraduate diploma or certificate
students with science, technology, engineering, design, or business qualifications.
“R&D Student Grants are an important and popular part of the Government’s
support for New Zealand’s innovation system. This recently extended programme
will this year give 270 of New Zealand’s future innovators a head start in their
careers and a bridge to high-tech employment,” Science and Innovation Minister
Steven Joyce says.
“These grants allow talented students in areas like engineering and ICT to
develop their technical skills by working in a commercial R&D environment.
This programme is of great benefit to both industry and fresh talent,
helping students find suitable employment after their studies and helping
to speed up businesses’ R&D work.”
Following feedback from both businesses and students, a number of
changes have been made to this year’s R&D Student Grants round.
These include an emphasis on providing students with increased
professional development opportunities. More student qualifications
are now eligible, providing businesses with a greater range of
students to choose from. Grant names have been altered to reflect
these changes.

They are now:
• R&D Experience. Previously known as Undergraduate Internships, these provide
companies with funding of $16 per hour for 400 hours of work during the
summer student break, or on completion of a student’s qualification. The range
of eligible qualifications has expanded from undergraduate degrees to include
honours and conjoint undergraduate degrees, as well as postgraduate diplomas
and certificates.
• R&D Career. Previously known as Postgraduate Internships, these grants are
intended as an entry into permanent employment for Masters or PhD graduates.
Based on an annual salary of $60,000, they provide companies with 50%
of annual salary costs up to $30,000 (plus GST) to cover the salary of the
postgraduate for the first six months. In previous years, companies were able to
apply for just one R&D Career student; however, this year they may qualify for
more, depending on their R&D spend and number of R&D staff.
Click here to find out more about the eligibility criteria for students and businesses,
timelines and how to apply.
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Ten times more
costly to gain than
retain customers
Researchers from Victoria University of Wellington and the United States
collaborated on a study to find out the answer to the question: is it worth it for
businesses to try and win customers back or should they rather spend their
money and effort to get new ones?
Dr Annie Liu from Victoria University of Wellington and Mark Leach from
Loyola Marymount University in the United States evaluated customer
reacquisition in business-to-business markets and propose a formula that
sales companies can use to evaluate whether to invest time in wooing lost
customers.
According to Dr Liu, a senior lecturer in the School of Marketing and
International Business, previous research shows it is seven to 10 times more
costly to gain a new customer than to retain one. “It’s very important to hold
on to what you’ve got rather than invest energy in finding new customers.”
Sales executive and sales account managers from 98 New Zealand
companies and 50 firms in the United States were interviewed to find out
what methods they had found most successful in winning back customers.
“We found that only about 10% of sales companies have a formal procedure
when they lose an account,” says Dr Liu. “Without guidelines, most account
executives end up going with their instincts, but our research advocates a
formal process.”

The first step, says Dr Liu, is to make contact with the customer and assess
the likelihood of winning them back. It is important to know who or what is
responsible for losing the customer, and to identify what type of customer
they are.
“Generally, there are four different types of customer: those who are unhappy
because of negative experience or perception; those who have been bought
away by another company; those who have decided to move to a competitor
that is more aligned with their values; or those who don’t need your product or
service anymore.”

“We found that
only about 10% of
sales companies
have a formal
procedure when
they lose an
account”

There is no one-size-fits-all solution. “For
instance, unhappy customers may require
an apology and a price discount to restore
good faith, whereas those customers seeking
different values may lead you to re-evaluate
your strategy, which could lead to long-term
success.”

Dr Liu says customers that are motivated by
getting the cheapest deal may not always be
the most desirable. “If they are easily bought
away and can be easily bought back, how
much do you want to play this price war game? If they are a high maintenance
customer that calls every day and wants everything customised, low price, and
special delivery, it might be better to let them go – however, if they bring in a lot
of money for your business or connect you to other customers it’s worth going
the extra mile.”
Dr Liu says active engagement with customers is essential to resolve any issues
before they reach crisis point. “It’s important to maintain good relationships so
you understand your customer’s needs. Also, you need to be aware of their
purchasing patterns – if you see a decrease you need to find out why before
you completely lose them.” Source: www.victoria.ac.nz
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Competition

Up for grabs: ticket
to Tel Aviv for one cool
start-up Kiwi entrepreneur
There is space for one young Kiwi entrepreneur to go to
Tel Aviv and rub shoulders with some of the world’s leading
and coolest start-up companies, designers, scientists,
investors, artists and cultural drivers.
Callaghan Innovation, the Wellington City Council, Grow
Wellington, Creative HQ and ATEED are partnering with the
Embassy of Israel to help a young, talented and promising
Kiwi attend the ‘Start-up Tel Aviv’ seminar and DLD Tel
Aviv Innovation Festival from 13-19 September 2014.
The winner will, along with ‘Start-up’ founder winners
from across the world, be joined by local Israeli
entrepreneurs and participate in lectures, workshops
and meetings with leading Israeli investors and professionals.
Winners will also attend the DLD Tel Aviv Digital Conference from 16-17 September.
Entry to the conference is by invitation only and it is Israel’s largest international
high-tech gathering. It features hundreds of start-ups, VCs, angel investors and
leading multinationals, boasting top technological talent, the highest venture capital
investments per capita and multinational industry leaders such as Google, Microsoft,
Amazon, GM, Amdocs, Facebook and more.
To find out more and register your start-up: www.startuptelaviv.co.nz.

