Thank you Mr Bassetti and good afternoon ladies and gentlemen. 

Please forgive me for addressing you in English.

My name is Claire Hodson. I work with John Tidmarsh at E-Synergy. I am here in place of our Director, Richard Brook, who sincerely regrets not being able to be here today. 

I know that Richard had intended to give a personal view on the subject under discussion – and so, therefore, shall I. 

I should like to ask a simple question following this morning’s presentations and following the questions posed this afternoon by Mr Bonnarcorsi…

Do publicly backed venture capital funds make a difference?

Well, I think we have seen evidence that they do. But I would like to explore an aspect of why they make a difference. I would like to answer this question by talking about my own experience.

I have worked in this sector for some 12 years. First as a founder and chief executive of a spin-out company from the University of Birmingham; second as a Technology Transfer Officer or rather as a ‘Managing Director’ of a series of commercial subsidiaries attached to another UK higher education institution… and, lately, as an Investment Executive with a UK venture capital fund manager.

So you can see, I am something of a poacher turned gamekeeper. The three roles, and the experience of transition from one role to another, have allowed me to have an 180o view.
Mr Biscotti and Mr Ristuccia have pointed out that technology transfer is not a spontaneous process. It derives from the meeting of two or more parties. It involves the transition from inventiveness to responsiveness and it involves transactions.

I should like to concentrate on these last two: the need for responsiveness and the fact of transactions.

In my experience there are three phases to all transactions (which in the licensing world are sometimes referred to as the beginning, the middle and the never ending). The three phases are:

1. Relationship Building

2. Negotiating

3. Performing

These are true whether collaborating, licensing, spinning out or, indeed, investing.

All of the above processes benefit from brokerage and careful oversight. It is the same in the world of early-stage venture capital especially where funds co-invest and where private investors are needed to match public funds. So – if for investors there is the beginning, the middle and the exit – someone has to be there to encourage these three things to happen.

At E-Synergy our approach is to devote a great deal of time and attention to facilitating relationships. We do this in a number of ways.

We have Proof of Concept funds. These, as my colleague John Tidmarsh has explained, are “post-research and pre-commercialisation”. And in the context of a potential new spin-out company they are also pre-incorporation. They are deliberately positioned as such because we see the opportunity presented by a period of grant funded work focussed on commercialisation as providing a ‘window of opportunity’ in which the institution and the individuals concerned can come to terms with each other in advance of a potential new departure. 

By this I mean - as well as market validation, IP validation and technology validation work - the TTOs are encouraged to use the time to carry out all the necessary pre-incorporation negotiations. When done well this can be a very valuable process. We often find when looking at a potential investment in a spin-out that the TTOs have managed the required IP protection processes quite efficiently and effectively but that they have ignored or postponed the sometimes-difficult but nevertheless essential process of negotiating ‘ownership’ in the context of motivational rewards and incentives. This is where we come in – to encourage a resolution before moving to the next stage. We find we can advise on how this has been done elsewhere for example, but our only real assertion in this context is – “keep it simple”. As one can imagine, as a company goes through various rounds if investment the contractual arrangements get more and more complicated. It is best therefore to keep it simple at the at the very beginning…

Then we have our Investment Readiness Programmes, where we apply a unique model in that, all our seminars and workshops are given by entrepreneurs and investors (as opposed to consultants or professionals). And here the first principles of relationship building are stressed – willingness and receptivity. We encourage everyone involved to see the importance of recognising each other’s strengths and weaknesses, as this is the key to developing enduring relationships.

And we have our public/private venture capital investment funds; privately managed funds consisting of a mix of public and private money. The investments we make, and in the case of the East Midlands Early Growth Fund for example we have made seven investments since the beginning of this year, all involve bringing people together, aligning their interests and helping them to achieve their goals. This last is a particular characteristic of E-Synergy’s approach. We devote even more time to actively supporting our investees post-investment….

So, what has all this got to do with my simple question?

Well, as you can see it is my view that successful commercialisation, whether spin-out based or otherwise, is partly about forming successful relationships and that successful relationships are, of necessity based upon recognition of the need for carefully balanced transactions. 

My thought is that without public sector interventions of the kind described above (which have been rationally argued on the basis of market failure), the space to facilitate the early need for responsiveness would not be made available. 

Private investors cannot be expected to fund this kind of activity – the costs make no sense in the context of investing for a financial return. 

Withdraw public money from the equity gap and through no fault of their own, enterprises and investors would drift apart. 

Investments in technology transfer outputs would no doubt still happen, but I fear the process would be less efficient and opportunities would be missed – and that is a horrible thought!

