
Editorial
Reaching out to a new and 
powerful audience
Many of you will have seen the start of 
our recent advertising campaign in local 
newspapers and magazines. We are aiming to 
inform companies of all sizes of our capabili-
ties in successfully bringing new products and 
process technology to market. 

In particular, we hope to reach small and 
start-up companies that may have a proven 
technology or intellectual property that they 
wish to commercialise. We believe that these 
smaller companies will need help to evaluate 
technology and commercialisation plans and to 
design and engineer marketable products and 
associated manufacturing operations. 

Some of these companies may also have 
secured either a Start Grant or Venture Capital 
funds or have made significant investment 
already in R&D. Although Invetech is not 
directly involved in financing new products,  
we can assist companies to access funding.

Over the past year, we have assisted many 
start-up companies with some exciting product 
and manufacturing development projects 
in a variety of industries. These companies 
have taken innovation to new levels and are 
targeting the global marketplace.

This edition of the newsletter highlights 
what we refer to as the commercial aspects 
of bringing an idea to market and includes 
a current case study and an article on the 
valuation of emerging technologies.

Paul Wright
Chief Executive Officer
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  Australian start-up company
                  getting set to 
          take on the world

Innovation and powerful partnerships are imperative in 
the strategy of all companies striving to achieve global 
market success. 

The Australian start-up company, cap-XX, already has these two 
factors well in hand in their quest 
to take on the world in the 
design, development and supply 
of a range of supercapacitors for 
mobile electronic applications.

This exciting product development 
is further evidence of Australian 
ingenuity at work.

This privately-owned company 
has both world-leading intellectual 
property and a strong international 
market focus. 

In addition, it has assembled 
a group of skilled in-house 
resources and strategic international and Australian partners to 
provide development resources. These partners include the US-
based company Intel and Australian development partners Invetech 
and the CSIRO. 

These partners are working with cap-XX to develop the product, 
the manufacturing process and the production equipment. The goal 
for the development team is to fast-track the product development 
cycle and achieve speed to market.

In this “concurrent” development, Invetech has assisted cap-XX with 
the:
• product definition
• product design and prototyping
• prototype testing and development
• manufacturing system specifications
• manufacturing system design and pilot system build
• production scale-up system design and manufacturing

Please visit the cap-XX website for more information on this highly 
innovative company: www.cap-XX.com



Commercialisation strategy 
          for Ureflute™

Ureflute Pty Ltd (UPL), a small, family-owned company located on the outskirts of Melbourne, 
developed an innovative composite material that is made by filling coreflute (fluted polypropylene) 
with liquid polyurethane and allowing it to foam and set. 

performance criteria and to be price-competitive on a “whole-of-life” 
basis. The overseas market potential is estimated to be many times 
the size of the Australian market and, in parallel with Invetech’s 
research, UPL’s directors had identified significant international 
interest.

UPL has designed and built a small-scale, manually-operated 
production facility, to make samples for market testing and to further 
understand the manufacturing setup in order to ensure consistent 
product. An important aspect of Invetech’s role was to assess the 
changes needed to the manufacturing process so that it could be 
automated and scaled up for commercial volumes, and to provide   
an initial recommendation of the type and likely cost of additional 
equipment required. 

Outcomes
The outcome of Invetech’s assignment was a strategy 
document including an overview financial business 
plan, in a form that can be included with a capital-
raising Information Memorandum. The strategy 
recommended that, in addition to UPL’s manufacturing 
operation, the technology should be licensed to 
companies in key market segments to drive additional 
growth in Australia and overseas. The initial business 
plan indicates financial viability and attractive returns for 

      UPL, its investors and licensees.

UPL is now seeking to consolidate its manufacturing capability and to 
work with potential customers in order to assure that their require-
ments for material strength, weight and other properties can be 
met at a price that is viable for both parties. Additional engineering 
and some automation will be required to scale-up for commercial 
volumes, and UPL has requested Invetech’s assistance with this 
aspect.

This assignment demonstrated that, although Invetech is perhaps 
better known for assisting large organisations to improve their 
business performance and to create new products, we can provide 
substantial assistance to small technology developers by combining 
a commercial viewpoint with detailed knowledge of product 
development, volume manufacturing and automation issues. The 
COMET program facilitates the commercial-scale development 
of products such as Ureflute™ by assessing the needs of small 
companies and helping them to prioritise the use of their limited funds 
to those services that will be of most benefit in becoming market- and 
investor-ready.

By John Baxter,
Senior Consultant,

Innovation & Technology Strategy

The resulting material, known as Ureflute™, is significantly 
stronger than the starting flute board, with only a slight 
weight increase. Its developers’ initial expectations were 

that it would be useful as a packaging 
material and in some semi-structural 
applications where timber is too heavy 
but cardboard and many plastics are not 
sufficiently strong.

Ureflute™ was awarded a Gold Medal 
at an international invention conference 
and the inventors filed a provisional 
patent on the material and its method 
of manufacture. In early 2000, UPL 

obtained a grant under the Federal Government’s 
COMET (COMmercialising Emerging Technologies) 
program to assist with creation of a strategy that could 
move Ureflute™ to the status of a commercial product. 

Commercialisation Process
Will Nevile, Melbourne-based case manager for COMET, 
introduced two “angel” investors, Kym Godson and Peter 
Wallner, who joined UPL’s board to provide additional 
management and financial strength during the company’s 
formative period. He also introduced UPL to Invetech, 
and we were asked to assist with the strategy definition, 
following a process based on the diagram below.

The initial challenge in development of the strategy was 
to define attractive market applications. A joint 
UPL/Invetech “ideas session” identified more than 50 
possible uses for the material, and reduced these to a 
shortlist of candidates to be tested by market research. 
Solid panels are important to a number of markets 
including signage, concrete formwork, pallets, rigid 
packaging, wholesale and retail shelving, and marine and 
automotive interiors. The market research involved 
discussions with representatives of these industries to 
show samples and gain their opinion of the material’s 
advantages and disadvantages for each proposed 
method of use. This confirmed that there is market 
demand for strong light-weight materials but, for any 
application there are usually a number of alternative 
materials and it will be important for UPL to 
demonstrate that Ureflute™ can achieve specific 

 Ureflute™ samples

Left to right: 
William (Will) Nevile, 

COMET Case Manager; 
Robert Korosy, Ureflute; 

John Korosy, Ureflute; 
Kym Godson, Ureflute 
investor/director, and 
John Baxter, Invetech



What is it worth? is a question that intellectual property 
owners and technology investors regularly ask as the 
answer guides firstly, decisions on the feasibility of 
commercialisation, and secondly deal structure where 
licence fees or ownership upon capital injection are being 
negotiated.

A valuation aims to determine the fair market value of an asset. Fair 
market value is defined as the price that would be negotiated in an 
open and unrestricted market between a knowledgeable, willing but 
not anxious buyer and a knowledgeable, willing but not anxious 
seller acting at arms length. The most reliable approach to 
determining fair market value is to observe the price at which an 
identical asset is exchanged for on the open market. In the case of 
emerging technology, our experience is that comparative 
information is rarely available; many assets are unique or special 
purpose and therefore directly comparable assets may not exist or 
be traded regularly.

Alternative approaches are to use an investment-based method or a 
cost-based method.

The investment-based method considers the present value of the 
future benefits flowing to the owner of the asset. It accounts for the 
earning potential of the asset and the risks associated with achieving 
this potential. Implementation uses discounted cash flow methodol-
ogies and requires a forecast of the quantum, duration and timing of 
cash flows and underlying risks. 

The cost-based method estimates the value of an asset by 
calculating its cost of replacement or reproduction. Implementation 
requires an understanding of the quantity and duration of research 
and development effort required to evolve a competing technology 
with similar performance and maturity. 

In general, the cost-based method results in a lower valuation than 
the investment-based method.

A critical factor in determining whether to use an investment-based 
method or a cost-based method is the strength of the intellectual 
property. If the intellectual property can’t be protected by, for 
example, patenting, it is unlikely a knowledgeable buyer would pay  
a premium to invest in the technology assuming the price was  
significantly above the cost of replication. 

Emerging technology is often early in the 
patenting cycle (eg, covered by a provisional 
patent) and therefore the strength of the intel-
lectual property needs to be investigated from 
two angles: 

1.  The degree of novelty in the inventive step

2.  The degree to which the benefits claimed  
     by the patent can be achieved by           
     alternative means (which don’t infringe the                    
     anticipated patent claims)

Patent attorneys are best equipped to assess 
the degree of novelty in the inventive step by 
comparing against prior art. If aspects of the 
inventive step are covered by prior art, the 
scope of the eventual patent can be dramati-
cally reduced and in the extreme may 
preclude patenting altogether. The second 
aspect of patent strength is best determined 
by suitably qualified engineers and scientists. 
If alternative means of achieving the same 
outcome can be conceived, it is unlikely that 
the emerging technology has commercial 
value beyond the replication cost even if a 
patent is granted. 

The relationship between intellectual property 
strength and valuation methods is shown in 
the figure left. The schematic acknowledges 
that the impact of intellectual property strength 
on choice of valuation method is sometimes 
decoupled from the final price decided 
between buyer and seller. Negotiating skills 
and strategic considerations also play a role. 

Invetech is experienced in valuing technologies 
and working with technology owners, patent 
attorneys and investors to determine fair 
market value. If you wish to discuss this topic 
further, please call Dr Colin White, the 
manager of our Innovation & Technology 
Strategy Group on (03) 9211 7700.

Valuation of emerging technologies 
  – the role of intellectual property

By Colin White, 
Manager, Innovation & 

Technology Strategy
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The good news: we have the fourth highest 
overall level of entrepreneurial activity of the 
21 countries studied in a survey reported 
in the Global Entrepreneurship Monitor 
2000 Executive Report, as measured by the 
percentage of the population involved in such 
activities. 

This is eight times the Japanese level, more than twice 
the UK level, and only slightly (12% vs 15%) below the 
US level.

The report also identifies a number of factors that correlate 
positively with total entrepreneurial activity; in general Australia 
performs well on these. A selection is shown below:

By Alexander Gosling,
Director

Actually, Australia is 
       entrepreneurial

In terms of overall involvement in start up activity 
Australia ranks even better, third highest, with 8% of 
the population involved in start up businesses (defined 
as a business established since 1997). But we rank 
poorly (15th out of 21) on the venture capital measure, 
VC investment as a percentage of GDP; on this 
measure the US performs at seven times our level.
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Total Entrepreneurial Activity

 “Australia has a strong base of activity, 

enthusiasm and energy; the need is to 

focus, finance and support it better.”

Factor                                         Australian ranking 
                                                            out of 21

Respect for entrepreneurs                              9th

Ability to perceive and exploit
      opportunities commercially                      14th

Access to venture capital                                15th

Factor                                         Australian ranking 
                                                            out of 21

Projected population growth                          2nd 

Enrolment in post secondary
      education                                                 3rd

Female participation in
      entrepreneurial activity                             4th 

Projected GDP growth                                   5th 

Low tax (as % of GDP)                                  6th 

Population aged 25-44 (%)                             7th 

However, we performed less well on some other key 
correlated factors, notably:

Australia also performed poorly according to the report on 
other tax measures (eg, high rates of personal and capital gains 
tax); the report notes that recent tax changes have at least 
moved these in the right direction. And in general Australia’s 
professional support and commercial “follow through” capability, 
including transfer of R&D into commercial exploitation, was 
reported as relatively weak.

(For more detail, the full report can be seen at 
www.Entreworld.org/Bookstore/PDFs/GEM2000/GEM2000Australia)

Against that backdrop, the other articles in this issue of Innovation 
have particular significance in identifying relevant ways by which 
we can improve our start-up and other entrepreneurial success. 

Australia has a strong base of activity, enthusiasm and energy; the 
need is to focus, finance and support it better.


