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NEWS COMMENT and ANALYSIS on SPINOUTS from UK HEIs  

A sense of scale 
ETH Zurich recently reported that employees and graduates of 
the institute had founded 22 “spin-offs” last year, bringing the 
total over the past five years to 110 new companies.  Last year’s 
spin-off companies are active in a range of areas, from ICT, 
engineering, consulting and services, medical devices, biotech-
nology, and pharma.  Last year was a record for spin-offs in 
Switzerland. 

At a recent visit to MIT in Boston, the implications of the 
entrepreneurial activities of that institute were outlined in a 
detailed presentation.  In short, basing its figures upon a survey 
of its alumni alive in 2003, with results updated to 2006, MIT 
believes that if the active companies formed by MIT alumni 
formed an independent nation, they would on a conservative 
estimate comprise the 17th largest economy in the world (on a 
less conservative basis they would rank as the 11th largest).  The 
numbers are a little hard to follow, as they are based on extra-
polations from survey results, but the message is clear, and was 
emphasised by MIT staff – the creation of jobs and wealth by 
innovation-based businesses can have a dramatic impact on a 
region’s economy. 

Direct comparisons are also difficult, partly due to differences in 
definitions, but it is interesting to note that MIT’s TLO 

(Technology Licensing Office) recorded 16 start-ups with  
licences from MIT in 2010, down from a decade high of 24 in 
2007 – fewer than from ETH Zurich, if the definitions are 
comparable.  This is only a small fraction of the companies 
formed by MIT alumni. 

Our PraxisUnico Spinouts UK survey has tracked 276 spinouts 
as strictly defined (based on IP owned by a university) over the 
past five years, with a decline, as in the case of MIT, from a high 
in mid decade of 76 spinouts in 2006.  The most prolific univer-
sity over the past three years was Edinburgh, with 16 spinouts.  
Again, it is important to point out that direct comparisons are 
not possible with the figures from ETH and MIT, but it is 
encouraging to note the importance which these institutes place 
on the formation of companies based on university teaching and 
R&D.  Intuitively it seems that the UK lags behind these two in 
terms of deriving commercial value from its innovation and 
entrepreneuralism, but they are setting values and standards 
which are well worth emulating. 

 

-  Jonathan Harris, Editor 

The PraxisUnico Spinouts UK Survey 
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Durham Graphene Science develops  

graphene production technology  

IP Group plc and the Finance for Business North East Tech-
nology Fund have led a £1.2m tranched seed financing round 
into a recent spin-out company from Durham University.  

Durham Graphene Science (http://durhamgraphene.com) 
was founded on research developed by Dr Karl Coleman who 
won the 2011 Royal Society of Chemistry’s ‘Chemistry World 
Entrepreneur of the Year’.  The company is developing produc-
tion technology for graphene which could enable it to be mass-
produced for a wide variety of uses across multiple sectors, 
including the automotive, aerospace, electronics and clean tech 
industries.  Graphene has exceptional properties but has been 
difficult and extremely costly to produce commercially to date. 

IP Group and The Finance for Business North East Technology 
Fund have each committed £500k alongside £200k from the 
Finance for Business North East Proof of Concept Fund, 
managed by Northstar Ventures.  The financing has been 
committed in two equal tranches, with the second contingent 
on certain milestones being met.  

DGS will use the investment to scale up its production equip-
ment and establish joint development agreements with partners 
to test the handling, dispersion and processing of the material 
across a wide variety of applications. 

 

Oxford Cancer Biomarkers raises £3 million  

OCB (http://oxfordcancerbiomarkers.com) is a new 
spinout from the University of Oxford, which aims to identify 
quickly which cancer treatment is best for each person and treat 
only patients who are likely to benefit from anti-cancer drugs. 

Global biopharmaceutical services company Quintiles has 
invested £3 million in OCB for a 27.5% stake. 

The first round investment from Quintiles is part of a strategic 
alliance that will enable OCB to establish research facilities in 
Oxford to develop a range of predictive biomarkers, the first of 
which were developed by the founders at the University of 
Oxford. 

Quintiles and OCB have entered into a research collaboration 
and licence agreement for the production of biomarkers, and a 
consulting and marketing agreement for the provision of oncol-
ogy and healthcare consulting services.  OCB retains rights for 
diagnostic kits. The collaboration is focused on the development 
of a new biomarker diagnostic with high predictive value. 

Isis Innovation, the University’s technology transfer company, 
has licensed the CancerNav biomarker technology to OCB. The 
University also has an equity stake in the company.  

The company’s founding scientists are Professor Nick La Than-
gue, and Professor David Kerr.   

“For the average cancer drug, usually a small proportion of 
patients respond, and the vast majority do not,” said Professor 
La Thangue.  “A small number also become very sick because of 
the side effects of the drug.  Our technology will not only 
benefit those patients who respond, but we can also avoid 
treating people with drugs that we know will make them sick.  
This means we can get the right drug to the right patient.” 

 “Many cancer drugs are expensive and it is difficult to justify 
widespread usage when we can’t predict if a patient will respond 
well to a drug.  The biomarker approach we are offering through 
Oxford Cancer Biomarkers provides a way to identify responsive 
patients.”  

 

Ecometrica completes second  

funding round 

The Highgate Tech Fund “after several months of detailed due 
diligence” has closed its third investment from its Fund 2, 
investing in University of Edinburgh spinout Ecometrica 

(www.ecometrica.com), a greenhouse gas accounting and 
ecosystem mapping business providing Software as Service 
(SaaS) applications.  This completes a funding round com-
menced earlier in the year, in which private investor Lord Fink 
re-invested in the company. 

Highgate Tech Fund 2 is the second fund from the combined 
team of Highgate Associates and Enterprise Corporate Finance.   

Ecometrica’s software Our Impacts is a Carbon Development 
Project (CDP) accredited web platform, built on extensive 
research and content.  Our Impacts provides an easy to use 
carbon accounting system for all businesses that automates the 
calculation of greenhouse gas impact, and enables them to 
identify areas for action or to calculate carbon offset accurately. 

 

Azellon to commence human clinical trial of 

stem cell bandage 

Azellon Cell Therapeutics (www.azellon-ltd.com), a spin-out 
company from the University of Bristol, is the developer of a 
stem cell therapy for the repair of torn meniscal cartilage. 

In November the company completed a £0.65 million financing 
round to take its stem cell bandage into human clinical trials 
and for related commercial activities.  The financing round 
follows Azellon's recent approval from the Medicines and 
Healthcare products Regulatory Agency (MHRA) for the world's 
first clinical trial for the treatment of patients with torn menis-
cal cartilage using the Azellon Cell Bandage.  Azellon has raised 
£2.25m to date. 

The latest financing round was funded by existing investors IP 
Group and Oxford Technology Management as well as new 
investors including the lead funder for the round, Hugh  

Recent investment deals 
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Osmond, one of the UK's most successful entrepreneurs.  
Osmond, a partner of Sun Capital, helped build Pizza Express 
into the UK's largest restaurant chain.  

More than 900,000 patients have meniscal tears every year in 
Europe with perhaps 800,000 to one million meniscal repairs in 
US making the total market 1.7 million meniscal tears per 
year.  Current treatment is surgical removal of the damaged 
meniscus which leads to an increased risk of osteoarthritis in the 
injured knee.  The Azellon Cell Bandage has been designed as 
an alternative to surgical removal. 

This MHRA approved Phase I/IIa trial will treat 10 meniscal 
tear patients with a cell bandage product, seeded with the 
patient's own stem cells.  The trial will be undertaken at South-
mead Hospital in Bristol and is scheduled to begin in May 2012 
with interim data available within 18 months. 

 

Celtic Renewables plans to produce better 

biofuels 

Celtic Renewables (www.celtic-renewables.com) was spun 
out of Edinburgh Napier University in March 2011 to commer-
cialise a fermentation technology for producing a superior 
biofuel (and other high value sustainable products) from the by-
products of biological industries, developed by the Biofuel 
Research Centre under the direction of Professor Martin 
Tangney.   

Celtic Renewables is re-developing a defunct fermentation 
technology, already proven on a global scale, to combine the two 
main by-products of whisky production, namely ‘pot ale’ (the 
copper-containing liquid from the stills) and ‘draff’ (the used 
barley grains), to produce high value renewable products, 
including biobutanol.  The whisky industry annually produces 
1,600 million litres of pot ale and 500,000 tonnes of draff which 
could be converted into biofuel as a direct substitute for fossil-
derived fuel, thereby reducing oil consumption and CO2 emis-
sions, while also providing energy security, particularly in 
remote and rural areas where the whisky industry is prevalent.  

The Celtic Renewables process also produces other sustainable 
chemicals, acetone and ethanol, as well as high grade sustainable 
animal feed.    

Celtic Renewables has secured private investment of £200k and 
a SMART Scotland award of £70k, and has an exclusive world-
wide licence agreement to commercialise the patented tech-
nology.  Over the next nine months Celtic Renewables will scale 
up the fermentation technology, and develop the recovery 
processes to separate the high value products.  Once this has 
been completed, and prior to the full commercial roll-out of the 
technology the company will establish a pilot scale production 
plant in late 2012/early 2013, which will require further invest-
ment.  

 

Phagenesis closes €7 million financing 

round 

In October University of Manchester spin-out Phagenesis 

(www.phagenesis.com), a pioneer in the treatment of acute 
and chronic dysphagia (inability to swallow safely), closed a €7 
million Series B funding round designed to accelerate its devel-
opment plans.  The company previously raised a £2 million 
Series A financing in 2010. 

The latest investment was led by Inventages, one of the world’s 
largest life science funds specialised in treatment solutions for 
chronic diseases.  Existing shareholders also participated in the 
round. 

The Phagenesis device delivers a precisely sequenced and cali-
brated electrical signal to the pharynx of the dysphagic patient.  
Peer-reviewed clinical trials have shown that this treatment is 
safe and effective in improving the patients’ safe swallowing 
ability. 

Gunnar Weikert, founder of Inventages, said “Phagenesis is 
addressing a critical unmet need in a very large market.  Dyspha-
gic patients are underserved by modern medicine and many face 
tube-feeding and a significant loss of quality of life for decades.  
Phagenesis is ideally-placed to meet this challenge.” 

New spinouts 
Flux Ceramics spins out from Staffordshire 

University 

Flux (fluxstokeontrent.com) is a design and manufacturing 
company spun out from the Faculty of Arts, Media and Design 
at Staffordshire University. 

Supported by the Higher Education Innovation Fund (HEIF) 
the project demonstrates collaboration between design awards 
and disciplines bringing together business and commerce.  The 
designs are the work of MA Ceramic Design students and the 
project is managed by Professor David Sanderson from the 
Faulty of Arts, Media and Design. 

The market for ceramics is very 
competitive and customers are 
looking for the perfect combina-
tion of beauty and functionality in 
ceramic ware that remains aligned 
with the modern-day global 
market place.  The Flux collection 
is high value aspirational bone china using classic in-glaze with 
innovative designs in terms of both shape and surface pattern.  
The production of the ceramics uses resources that are unique 
to Staffordshire University and the heritage of The Potteries.  
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Recent exit 
CamGaN acquired by Plessey 

Cambridge spinout CamGaN (http://camgan.com) was 
formed in 2010 to commercialise a technology for the cost-
effective manufacture of key components of high-brightness 
light-emitting diodes (HB-LEDs).  This technology holds strong 
potential to dramatically reduce the cost of solid-state lighting 
devices that are expected to replace incandescent and fluores-
cent light bulbs.  The acquisition of CamGaN by Plessey, a 
semiconductor manufacturer based in Plymouth, was an-
nounced earlier this month. 

Solid-state lighting devices based on HB-LEDs are extremely 
energy efficient, and can reduce the amount of electricity used 
to light households, businesses and public spaces by over 90%.  
A recent report estimates that 46% of the world’s lighting 
fixtures will be converted to solid-state devices by 2020, resulting 
in an estimated $489 billion in energy savings.  However, HB-
LEDs are currently prohibitively expensive to manufacture, 

making the retail price of these new devices too high for wide-
spread uptake. 

CamGaN’s technology reduces the cost of HB-LED manufacture 
by enabling the growth of gallium nitride (GaN), the light-
emitting semiconductor found in HB-LEDs, on standard large-
diameter silicon substrates.  Current commercial LED processes 
grow GaN on 2- or 4-inch sapphire or silicon carbide substrates.  
The ability to grow on larger-diameter wafers increases batch 
yield by reducing the number of LEDs lost to edge effects, while 
the ability to grow on standard silicon wafers reduces cost and 
enables the use of automated semiconductor processing equip-
ment. 

Plessey announced its plan to bring to market products for 
replacement bulbs based on the CamGaN GaN-on-silicon 
technology within the next two years.  It also plans to develop a 
range of products based on smart-lighting concepts that incorpo-
rate existing Plessey sensing and control technologies. 

Flux also offers the capacity to enable the production of single 
pieces and multi-runs, without compromising quality. 

The initiative demonstrates a commitment to sustain and 
develop commercial partnerships and provide a unique high 
quality learning environment for young creative graduates, 
leading them to subsequently develop and retain their profes-
sional entrepreneurial practices within the region. 

In February 2011, the students exhibited the designs at the 
world’s largest consumer home wares fairs, Ambiente in Frank-
furt and Maison & Objet in Paris.  The spin-out company was 
officially launched in September 2011 at the British Ceramics 
Biennial, held in Stoke-on-Trent. 

During the first year of 
trading the spin-out 
company has taken 
over £80,000 in 
orders.  Due to the 
success of the business, 
Flux sales and market-
ing agencies have been 
established in London 

and New York.  Bespoke Flux branded products are being 
developed with an Amsterdam based hotel consortium and a 
tableware/corporate gift collection for the Orient Express luxury 
travel company. 

Oxford Imaging Detectors takes scientific 

imaging to atomic level 

The spinout of Oxford Imaging Detectors was announced in 
November by Isis Innovation, the University of Oxford's tech-
nology transfer company. 

Oxford Imaging Detectors is developing high performance 
scientific imaging detectors capable of studying structures and 
processes at the atomic level.  Initially focused for use in electron 
microscopy, the detectors were developed by the research group 
lead by Professor Angus Kirkland at the University’s Depart-
ment of Materials.  They provide significant advantages over 
current technology, exceeding the current state of the art in 
speed, contrast, efficiency and resolution. 

Professor Kirkland explained “These detectors coupled to state 
of the art imaging instruments are one of the most powerful 
tools in a scientist’s toolkit.  Materials scientists, chemists, 
biologists and physicists increasingly need to examine objects at 
the atomic level.  The Oxford Imaging Detectors’ products will 
support critical research in diverse areas spanning automotive 
catalysis, molecular medicine and new engineering nano-
materials.”  

Oxford Imaging Detectors will initially be funded by an equity 
investment from a corporate investor alongside a sponsored 
research and development contract.  
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PraxisUnico collaborates to support  

emerging healthcare businesses 

Spinning out a company is a real challenge and those in the UK 
life sciences sector are always in need of practical support and 
guidance, even with recent encouraging developments such as 
the Government’s pledge of support through the £180 million 
Biomedical Catalyst fund.  PraxisUnico – the lead partner in 
Young Company Finance’s Spinouts UK project – is collaborat-
ing with partners to support emerging healthcare businesses. 

The seminar and networking forum on 1 March will give 
aspiring entrepreneurs and young healthcare businesses an 
insight into how to start-up, fund and grow innovative new 
companies.  It will bring together life science entrepreneurs, 
academics and start-ups to hear first-hand from those who know 
what it takes to build a successful business. 

Together with practical support and guidance, including infor-
mation on Technology Strategy Board schemes and R&D tax 
credits, the seminar will focus on the needs and issues of early-
stage healthcare businesses, whilst also showcasing the busi-
nesses that universities help create. 

The event location at GlaxoSmithKline R&D, Medicines 
Research Centre, Stevenage also offers delegates the opportunity 
to tour the newly opened Stevenage Bioscience Catalyst (SBC).  
This £38m independent bioscience facility development is a 
joint venture between the Department of Business, Innovation 
& Skills, GlaxoSmithKline, the Wellcome Trust, the East of 
England Development Agency and the Technology Strategy 
Board. 

This event is in association with GlaxoSmithKline and sup-
ported by Technology Strategy Board and Stevenage Bioscience 
Catalyst. 

For more information and to register visit 
www.praxisunico.org.uk/events/other-events.asp 

 

Working on behalf of members 

PraxisUnico is a membership organisation and we aim to help 
our members to build new networks, whilst also strengthening 
existing ones.  Our network reaches around the world through 
our international collaborations with similar associations to: 

 support UK spin-outs entering new markets 

 share best practice in innovation management and 
training 

 facilitate the transfer of technology licensing across 
borders and boundaries. 

We also facilitate events with collaborators, such as Young & 
Emerging Healthcare Businesses, that allow our membership to 
network with high-level representatives and important stake-
holders from funding sources in Government and elsewhere, 
and from other sectors and industries that influence and affect 
the research commercialisation profession. 

Our annual conferences are the highlight of the research com-
mercialisation’s calendar and are a great way for our members to 
network with colleagues from organisations from across the 
sector.  Regular attendees and speakers include representatives 
from higher education, Government, industry, professional 
firms, Public Sector Research Establishments and the NHS.  We 
welcome both members and non-members to our conference, 
although members receive a heavily discounted rate. 

If you’d like to know more about becoming a PraxisUnico 
member visit www.praxisunico.org.uk/join/ 

 

Diary of events 

As the UK’s leading organisation for commercialisation profes-
sionals PraxisUnico plays a key role in training and developing 
our profession. Here are just a few of our forthcoming events: 

Training 

New Venture Creation 

27-30 March 2012  |  Loughborough 

Fundamentals of Technology Transfer 

17-20 April 2012  |  Loughborough 

Business Strategy for the Professional Academic 

24-25 May 2012  |  Cambridge 

Conference and seminars 

Young & Emerging Healthcare Businesses –  
Delivering The Future 

1 March 2012  |  Stevenage 

PraxisUnico Annual Conference 2012:  
Impact through innovation 

14-15 June 2012 |  Southampton 

 

For more information visit www.praxisunico.org.uk 
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Investor news 

Orion Fund launched in partnership  

with Manchester, Edinburgh, and UCL 

Technology specialist VC MTI has announced that it is actively fundraising for a 

£150m Fund, which will be the world’s largest unquoted investment fund dedicated 

to university spin-outs.  

The Orion Fund™ is a partnership with TTOs from three of the 
UK’s top six universities: UMI3 of the University of Manches-
ter, ERI of the University of Edinburgh, and UCL Business plc 
of University College London.  The Fund, focusing on late seed 
stage investments, will have privileged sight of spin-out deal flow 
from these three universities.  

The Orion Fund will also invest with other universities, building 
on MTI’s relationships with the TTOs of Oxford and Cam-
bridge amongst others.  This follows MTI’s successful experience 
with its UMIP Premier Fund, the £32 million Fund in partner-
ship with the University of Manchester, which has invested to 
date in spin-outs from Manchester, Oxford and Southampton.  
In common with the UMIP Premier Fund, the Orion Fund will 
feature MTI’s Proof of Principle investment programme (PoP), 
which is overseen by the TTOs themselves and provides pre-seed 
funding to develop promising technology with the potential for 
commercialisation.  

MTI has also announced a doubling of its existing investing 
partner numbers.  Once the Fund has been raised, Sir Richard 
Heygate, Natasha Oppenheim, Dominic Perks and Paul Ratcliff 

will join the team as Partners.  In the interim they will be an 
integral component of the fundraising team for the Fund. 

MTI expects that hundreds of innovations will be assessed for 
investment.  Many of these innovations will be given pre-seed 
funding to develop.  Ultimately up to 35 companies should be 
seed funded by Orion, within a range of £250k - £750k per spin-
out, but the Fund will have the capacity to continue investing 
up to an average of £3m - £5m and beyond in these and in a 
select number of later stage deals. 

 

Contact:  Richard Henderson  

07717 878188  

rhenderson@mtifirms.com 

www.mtiventures.com  

 

UMI3 (or I-cubed, standing for inspire, invent, innovate) is the Univer-
sity of Manchester’s innovation company, created on 1st August 2011 
to bring together two operational divisions: the Innovation Centre 
(UMIC) with incubator premises and a conferencing and networking 
centre, and its intellectual property commercialisation services (UMIP). 

Fusion IP plc (AIM:FIP  www.fusionip.co.uk) completed in November a placing with existing and new institutional shareholders 
raising £5 million.  The placing will provide the firm with the funding to continue its investment in technology originating from 
Cardiff and Sheffield universities, and enable it to support its portfolio companies in subsequent financing rounds and participate 
in those investment opportunities which its directors believe to be the most promising. 

 

In October TPP Global Development (www.tppgd.com) announced a collaboration agreement with the University of Dundee to 
establish a drug development fund to be known as the Target Development Fund.  The Fund, which also has the backing of 
the Scottish Funding Council, will enable the development of drug discovery opportunities into the therapeutics of tomorrow.  TPP 
is a biotech company focused on developing preclinical drug development programmes to a commercialisation point at which they 
can be licensed to large pharmaceutical/biotech companies, or spun out into separate standalone operating companies. 

 

The creation of a £1 million Co-Managed Energy Innovation Fund was announced in August by National Grid, Scottish and 
Southern Energy Power Distribution, UMIP and the UMIP Premier Fund (UPF), managed by MTI Partners.  The Fund will identify 
and develop novel research and technologies for commercialisation and utilisation by the distribution and transmission industry to 
improve delivery of electricity to customers, and will provide funding, typically up to £100k, to enable researchers at The University 
of Manchester to undertake one-year projects on innovations to demonstrate proof-of-principle.  Applicants have been through a 
selection process and successful projects are will commence shortly.  For further information see www.umip.com/energy  
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New spinouts 

Recent investments 

Recent exits 
exit date company type incorp university value acquirer 

22-Nov-11 Lectus Therapeutics trade sale 01-Jan-02 Bristol n/d UCB Pharma SA, Belgium 

8-Feb-12 CamGaN trade sale 29-Oct-10 Cambridge n/d Plessey 

date company university amount investors 

14-Jul-11 Camstent Sheffield £350k YABA (Yorkshire Association of Business Angels) 

30-Aug-11 Eykona Technologies Oxford £1.25m UMIP Premier Fund (MTI Partners), Parkwalk Advisors 

15-Sep-11 MGB Biopharma Strathclyde £798k Archangel Informal Investments, TRI Capital, Scottish  

Co-investment Fund 

27-Sep-11 BiOxyDyn Manchester £650k UMIP Premier Fund (MTI Partners) 

06-Oct-11 Phagenesis Manchester €7m Inventages, and existing investors 

19-Oct-11 PowerPhotonic Heriot Watt £100k Archangel Directors Ltd, SE loan 

26-Oct-11 Veryan Medical ICL £5m Imperial Innovations, Seroba Kernel Life Sciences 

14-Nov-11 Azellon Cell Therapeutics Bristol £650k Hugh Osmond, IP Group, Oxford Technology  

Management 

14-Nov-11 Celtic Renewables Edinburgh 

Napier 

£200k private investor 

01-Dec-11 Arrayjet Edinburgh £500k Archangels, Scottish Co-investment Fund, individual 

06-Dec-11 TopiVert ICL £8m Imperial Innovations, SV Life Sciences 

08-Dec-11 Tissue Regenix Leeds £25m placing IP Group and managed funds 

14-Dec-11 Mobile Acuity Edinburgh £645k tba 

20-Dec-11 Conjunct Heriot Watt £340k Braveheart/SCF 

22-Dec-11 AppShare Strathclyde £500k Braveheart, Strathclyde Investment Fund, Scottish  

Co-investment Fund, University of Strathclyde 

09-Jan-12 Ecometrica Edinburgh n/d Lord Fink, Highgate Tech Fund 

16-Jan-12 Enval Cambridge n/d Discovery Fund (Cambridge Enterprise), Cambridge 

Capital Group, Cambridge Angels 

24-Jan-12 Oxford Cancer Biomarkers Oxford £3m Quintiles 

06-Feb-12 Durham Graphene Science Durham £1.2m North East Technology Fund (IP Group), North East Proof 

of Concept Fund (Northstar Ventures) 

company university sector incorp web 
Oxford Cancer Biomarkers Oxford drug discovery & diagnostics, 

   therapeutics 

24-May-10 oxfordcancerbiomarkers.com/ 

TopiVert ICL drug discovery & diagnostics, 

   therapeutics 

09-Nov-10  

Celtic Renewables Edinburgh Napier renewable energy 02-Mar-11 www.celtic-renewables.com 

Oxford Imaging Detectors Oxford instrumentation and sensors 31-Mar-11  

Flux Ceramics Staffordshire ceramics design 16-Aug-11 fluxstokeontrent.com 

Curapel Manchester drug discovery & diagnostics, 

   therapeutics 

06-Oct-11 www.curapel.co.uk 
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Scottish Enterprise 

Commercialisation Review 2011 
Summary of findings 

Policy makers have long recognised the important  

contribution of commercialisation to improving innovation, productivity and GDP 

growth and it has been to the fore of economic development thought and policy in 

Scotland since the Royal Society of Edinburgh Commercialisation Enquiry in 1996.  

Scottish Enterprise (SE) has had a clear strategic commitment to 
commercialisation*, developing and investing in a number of 
initiatives and programmes to support ‘IP to IPO’, over a 
number of years.  However, despite significant potential in our 
science and company base, studies have highlighted that Scot-
land has produced only a very small number of companies that 
grew rapidly and became a significant employer and revenue 
generator.   

In an attempt to improve Scotland’s performance, SE undertook 
a strategic review of its commercialisation activity in 2008 and, 
as a result, introduced a radical re-shape of its commercialisation 
support.  SE’s approach is now focused on a fewer number of 
early stage companies with the ambition to achieve significant 
scale.  Important areas of focus are: 

 building strong business management teams early in the 
technology development stage; 

 understanding line-of-sight to market entry from the 
outset; 

 taking a single coordinated approach to advisory and 
funding support; 

 de-selecting underachieving projects, where appropriate, 
and focusing resources onto the strongest propositions; 

 where possible, seeking to ensure new businesses are 
anchored in Scotland.  

 

Commercialisation Review 2011 

As a follow up to the initial commercialisation review, we 
undertook another review in 2011.  The aims were to:   

 examine the progress made by companies since they were 
first interviewed in 2008; 

 interview a new set of companies many of which have 
benefited from up to two years of SE’s re-focused  
commercialisation support; 

 compare the findings between the 2008 and 2011 cohort 
of companies; 

 quantify the current and projected impacts from our 
investment in commercialisation; and 

 better understand the development needs for companies 
and to consider their implications for current policy and 
support. 

The 2011 Review surveyed 82 companies.  52 were from the 
original 100 interviewed in 2008 and 32 were new companies 
supported since 2008. 

 

Key messages 

The impact from SE’s support on company performance has 
significantly increased since the initial Review in 2008.  The 
return on investment (ROI) to date has increased from £1.23 to 
£3.24 for every £1 spent.  Future impacts, for the period 2004-
13, forecast an ROI of £6.13 for every £1 spent and £509.9 
million of net additional GVA to the Scottish economy.   

The majority of impacts are driven by a small number of start-up 
companies in the enabling technologies sector.  However there 
is projected to be a gradual increase in the contribution from 
university spinout companies and life science businesses from 
2016 onwards.  

Despite challenging trading conditions during the period 2008-
2011, the majority of companies surveyed have increased their 
turnover and employment and raised additional finance.  
However, the recession has slowed company growth and all 
companies are behind projected turnover levels. 

 

How have companies performed between 

2008-2011? 

More companies than expected were actively trading.  25% 
companies have failed and 4 have been acquired against an 
expected company failure rate of 30%.     

More companies are in the market with a product and have 
grown both turnover and employment (62% compared to 42% 
in 2008). 

* Commercialisation is defined as the conversion of a science and technology based idea into a product or service which delivers value to a market.  
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81% of companies are exporting or trading internationally 
through joint ventures or distribution arrangements, and 62% 
of those communicated higher proportions of export sales in 
2010/11. 

Company growth is episodic and growth spurts are triggered by 
significant change – eg move into new markets or a change in 
company leadership. 

More companies recognise the importance of a commercially-
focused management team to future growth and their ability to 
raise finance.  

Companies are finding it harder and more time consuming to 
raise investment.  However, while bank loan finance has almost 
disappeared, angel and VC finance have held up better.  

More companies are funding future plans from their own cash 
at the early stages and profits at the latter stages. 

 

What’s different about the new companies? 

New businesses in the survey are: 

 taking slightly longer to get to market and, as a result, it 
is costing more.   

 more outward looking, building stronger competitive 
positions with competitors and customers and attracting 
new sources of finance and support from outside of 
Scotland.   

 focusing on the market and routes to market earlier.  

 the new companies have shown a significant increase in 
the use of Scottish Development International (SDI) 
support and 80% of companies are looking to export and 
set up overseas. 

Lessons for policy and support 

There are clear indications that the re-focusing of SE’s  
commercialisation approach is demonstrating early signs of 
greater impact.   

Evidence is also coming through that the single coordinated 
approach to advisory and funding support is appreciated by 
companies and is contributing to their future success and 
forecast impacts. 

Almost all companies cite benefits arising directly from the 
wider support they have accessed from SE.  Companies have 
attributed: increased company value, increased sales, improved 
skills and a more robust product portfolio as direct benefits 
from SE support. 

However, two significant barriers to growth are emerging that 
require further investigation to assess how they need to be 
addressed: 

 increased difficulty in securing external investment, 
especially at the later stages of getting products ready for 
the market. 

 new forms of support required to help to improve 
marketing capability, to aid better understanding of their 
customers and to de-risk the test and demonstration of 
products. 

 

Following the findings of this research, Scottish Enterprise is 
considering how this intelligence can be used to inform its 
current approach to commercialisation. 

 

Dr Tony Raven took up the 
role as the new Chief Executive 
of Cambridge Enterprise on 1 
December in succession to Teri 
Willey, the organisation’s first 
CEO. 

Cambridge Enterprise was 
established in 2006 to support 
members of the University in 
licensing their inventions, 
providing consultancy services 
to industry, and creating new 

companies based on University research.  In the four complete 
financial years since its incorporation, Cambridge Enterprise has 
completed 1,253 technology transfer transactions, seen an 84% 
rise in consultancy activity, and made 28 investments in compa-
nies based upon University research. 

Dr Raven was most recently Director of Research & Innovation 
Services at the University of Southampton, where he helped 
establish Southampton’s international reputation as a leading 
entrepreneurial university, creating a portfolio of 11 spin-out 
companies with four listings on the London Stock Exchange. 

After graduating with a First in Physics from Manchester  
University, he obtained his MSc and DPhil from the University 
of Oxford.  He worked at Rutherford Appleton Laboratories 
and Osaka University before joining Cambridge-based PA 
Consulting in 1983. 

In 1985 he was a founder of Summit Technology, the market 
leader in laser refractive surgery, acquired by Nestle Alcon in 
2000 for $893 million.  In 1987 he co-founded Cambridge-
based Sagentia Group plc, a technical and management consul-
tancy which is listed on the London Stock Exchange.  In 1991 
he founded Diomed Inc, a pioneer in therapeutic medical diode 
lasers, and served as CEO and Deputy Chairman until 2000. 

New CEO at Cambridge Enterprise  
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The reality, however, is much more complex and interesting. 

Anecdotal success stories about leadership and innovation are 
useful.  But many entrepreneurs become good leaders as a result 
of the venturing process.  Disruptive innovations aren't easily 
predicted in advance.  And, perhaps most surprising, innovative 
entrepreneurs don't rely on traditional tools of strategy for 
decision-making. 

Should this be surprising?  The strategic tools of competitive 
positioning and advantage, which dominate books on entrepre-
neurship and the courses we teach on new venture creation, 
were developed to maximize profitability in established competi-
tive environments.  But innovative entrepreneurs operate in no-
man’s-lands, often competing in new and uncharted territories, 
revealing or even creating entirely new markets.  How, then, do 
these entrepreneurs navigate, when the compass of corporate 
strategy no longer points true? 

After four years of research on innovative entrepreneurs and 
business model innovation, we have learned a few key lessons.  
We used in-depth study of more than a dozen innovative entre-
preneurial organisations across geographies and industries, 
including companies like Return Path, Cellular Dynamics, and 
Metalysis.  Return Path (New York) is the world leader in email 
deliverability; Cellular Dynamics (Madison, Wisconsin, USA) is 
the world leader in stem cell technology products, and Metalysis 
(Sheffield) is commercialising the first significant innovation in 
high-value metals ore processing in more than 50 years.  We also 
used survey information from nearly 1,000 other companies 
around the world to better understand business model innova-
tion and organisational change. 

Facing the unknown, innovative entrepreneurs both rely on, 
and actively manage, organisational narrative.  They think about 
strategy, but they consider what makes sense within the firm as 
well as how the company competes.  Metalysis, for example, 
chose to defer focusing on a single commercial business model, 
despite traditional strategic theories of core competence.  
Dramatic differences in target market scale for the firm’s initial 
metals would have required devoting its full resource base 
without leveraging the platform technology.  In a competitive 
strategy context that would have been a necessary risk, but there 
is no competitive context for Metalysis’ core technology.  In-

stead, the firm raised venture capital to support continued 
internal development of commercial applications targeting both 
metals markets, increasing the probability of establishing a high 
value joint venture in both. 

Similarly, Cellular Dynamics is arguably two companies, operat-
ing with dramatically different business models, linked by a 
common technology platform.  Strategic theory recommends 
separating and optimising distinct value chains, but Cellular 
Dynamics is creating both a market and a competitive context as 
it grows.  The story of the world's most advanced stem cell 
company is more compelling than two well-positioned but 
smaller firms in diagnostics and therapeutics.   

In contrast, Return Path has been through at least three busi-
ness model incarnations since inception in 1999.  The firm 
faced a significant challenge when its implicit support of third-
party marketing email campaigns was at odds with the values 
espoused by executives and employees.  To maintain the narra-
tive of “the good guys in the email space”, the executive team 
decertified that product, risking nearly 5% of the firm's reve-
nues.  It would be easy to question the decision from a competi-
tive strategy perspective, but it made sense given the company's 
commitment to its employees.  In the end, its customers agreed 
with the need to maintain high standards for what constitutes 
“good” email.  Partly as a result of this decision, Return Path 
continues to dominate the whitelisting market globally, with 
more than 65% share covering 2 billion email inboxes. 

Does it really make sense to create a coherent organisational 
story?  Combined these three firms have raised more than $150 
million in venture capital, and each is a leader in its industry 
segment in both technology innovation and market develop-
ment. 

Do entrepreneurs need to know strategy?  Almost certainly.  
Research has yet to reveal more powerful tools for how firms 
compete and succeed, especially in dynamic and rapidly chang-
ing industries.  But we shouldn't confuse strategic theory with 
certainty.  The lessons of innovative entrepreneurs show us that 
new business models and new narratives change the very nature 
of markets and competitive environments.  When entrepreneurs 
change the rules, making sense of opportunities may be more 
important than making strategy. 

How innovative entrepreneurs face the unknown 

-  Dr Adam J. Bock 

Why do some innovative entrepreneurial firms obtain private financing and grow 

successfully?  We often point to charismatic founders, revolutionary technologies, 

and sound strategic thinking as the key drivers of successful growth.   

Dr Adam J Bock is Lecturer of Entrepreneurship at The University of Edinburgh Business School.  He is also the co-founder of three 

medical device start-ups spun out of university research projects, and the former manager of angel networks that invested more than $10 

million into tech ventures in the US.  He is the co-author, with Professor Gerry George of Imperial College, of Models of Opportunity: How 

entrepreneurs design firms to achieve the unexpected, which will publish in February 2012 (Cambridge Press). 
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Treat the VC house as a customer 

Although there’s a lot to think about when you’re trying to secure 

venture funding, above all, your initial relationship with the VC house is 

one of customer and supplier.  Initially, you’re trying to sell a potential 

investor shares in your company, but beyond that you’ll need to prove 

you can sell other things in the future - your company’s products,  

or perhaps even your company when the time is right.  This is a great 

opportunity for you to demonstrate that you’re sales savvy and  

customer focused. 

 

How does your story end? 

It may seem odd to be thinking of your exit strategy at the start  

of a long-term investment, but for investors, this really is one of their 

principal concerns.  You need to demonstrate that you have a clear 

idea of your exit strategy and being able to answer questions such as: 

‘How and to whom? When and why?’ from the start will give you a 

strong advantage over companies with a less specific view.  VCs will 

also be impressed if you can demonstrate that you understand what 

drives your potential market(s) as opposed to simply demonstrating 

how good your product is.  
 

Investment is for the long term 

Once you’ve secured investment, it’s likely to take you a while to 

achieve your goals and you’re going to spend a lot of time working  

with your VC backer(s).  It’s important to build a positive working 

relationship that’s capable of withstanding the pressures growing 

businesses face.  
 

Understand the decision-making process 

Whilst they like to give the impression they relish risk taking, VC houses 

can often appear quite risk averse.  They’re quite relaxed if they decline 

‘backable’ opportunities that go on to be fantastic investments for 

others.  Conversely, they’re less relaxed when one of their investments 

fails or doesn’t achieve its anticipated return.   

Understanding this can help you present / sell your opportunity  

effectively. Once you’ve convinced them of the potential upside your 

opportunity offers them, it’s crucial you convince them that you know 

how to manage/mitigate the associated risk in delivering growth.  

“When you’re seeking funding, remembering the old adage ‘people buy 

from people’ could pay real dividends.  VCs want to have a sensible, 

long-term relationship with you to ensure their investment is success-

ful.  Convincing them that they can work with you to achieve this may 

just give your opportunity the edge!” Mihell concludes.  

With nearly £16 million invested in 

early stage technology companies 

and an enviable portfolio, Finance 

Wales remains one of the UK’s 

most active early stage investors.   

The company is still keen to see new opportunities 
whether they’re start-ups or those on the cusp of 
achieving their first revenues.   

Dr John Mihell, an Investment Executive with Finance 
Wales explains how you could maximise your chances 
of securing venture backing. 

“When you’re thinking of securing venture backing, 
how can you maximise your company’s chances when 
VC houses reject many of the plans they receive?” 
Mihell asks.  “Most VCs will be looking for world-
beating technology and a management team focused 
on an attractive market opportunity, irrespective of 
location, stage or sector focus.  Clearly, your challenge 
is to differentiate your opportunity from all the rest 
and while there’s no magic formula for this, a deeper 
understanding of who you’re pitching to could just 
give you the edge.” 

With this in mind, Mihell has come up with four tips 
worth considering when approaching and pitching to 
VC houses. 

People buy from people  

John Mihell, Investment Executive 

Early stage investments 

tel: 029 2033 8148   

mob: 07747 585255 

john.mihell@financewales.co.uk 

www.financewales.co.uk/earlystage 
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PraxisUnico is the UK’s leading research commercialisation association.  It is 
a not-for-profit educational organisation set up to support innovation and 
commercialisation of public sector and charity research for social and eco-
nomic impact.  PraxisUnico encourages innovation and acts as a voice for the 
research commercialisation profession, facilitating the interaction between 

the public sector research base, business and government.  PraxisUnico provides a forum for best practice exchange, underpinned by 
first-class training and development programmes.  www.praxisunico.org.uk 

Spinouts UK is published by Edinburgh House Publishing Ltd t/a Young Company Finance 

8 Oxford Terrace  EDINBURGH  EH4 1PX  tel:  +44 (0)131 315 4443  research@ycf.co.uk 

Finance Wales is one of the UK’s largest SME investment 
companies and provides growth capital to help businesses realise 
their potential for innovation and growth.   
www.financewales.co.uk/earlystage 

Marks & Clerk is the UK’s largest firm of patent and trade mark 
attorneys and advises companies on their intellectual property 
across a full range of sectors worldwide.   

www.marks-clerk.com 

 

MFL Science & Technology is a specialist insurance broker risk 
management adviser to many of the UK’s leading ‘spin out’ 
businesses.  www.m-f-l.co.uk  

 

The UK's foremost independent expert on how innovation can 
solve some of the country's major economic and social chal-
lenges.  www.nesta.org.uk 

 

Helping translate ideas and research into more spin-out and 
start-up companies, and encouraging Scottish companies to 
make use of technology and research being developed.  
www.scottish-enterprise.com 

UCLB is the technology transfer office of UCL, one of the UK’s 
leading research-led universities.  UCLB is responsible for 
commercialising innovations arising from the university.  
www.uclb.com 

UMIP® is The University of Manchester’s IP commercialisation 
company, and is responsible for identifying, protecting and 
commercialising the University’s IP, via licence or spin-out.  
www.umip.com 

Winning Pitch plc specialises in delivering practical coaching 
solutions to high growth potential companies.   
www.winning-pitch.co.uk 

Project partners 
We are very grateful to the following organisations for their support 

Lead partner 


