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PATHWAYS TO TECHNOLOGICAL INNOVATION

Introduction
In this submission,thehistoryofa small regionally-basedengineeringcompany
whichhasachievedconsiderablesuccessbasedon its innovativetechnologyis briefly
setout. It is intendedthat thetermsof referenceof theInquiry will beaddressedin the
courseof relatingthishistory.

Companyhistory
FlavourtechPty Ltd is anAustraliancompanyspecialisingin thedesignofadvanced
foodandbeverageprocessingsystemsbasedon corearomarecoveryandevaporation
technologies.Flavourtechwasformedin 1986by MessrsAndrewCraig,Lionel Irving
andRonPotterfor theexpresspurposeofcommercialisingSpinningConeColumn
technology,whichhadbeendevelopedby the(then) CSIRODivision ofFood
Research.All threeprincipalsofFlavourtechhadbackgroundsin thewineindustry
(wineryengineeringin particular),hencethecompany’slocationin Griffith, NSW.

Pathwaysto commercialisation
Theprocessof technologicalinnovationonwhichFlavourtechis basedbeganwith the
lateDr Don CasimirofCSIRO’sDivision ofFoodResearch.His field wasfood
engineering,hisparticularinterestfruit juiceprocessing.His experience,bothofthe
local industryandofactivitiesin EuropeandtheUS, suggestedthattheproblemof
aromarecoveryin fruit juiceprocessinghadnot, bythe early1 970s,been
satisfactorilysolved.At this timehe cameacrossreferencesto amechanicallyassisted
distillation columnwhichhadbeendevelopedin the 1 930sfor theseparationof
oxygenisotopes,but hadsincefallen into disuse.Herecognisedthat suchacolumn
couldform thebasisofan effectivearomarecoverysystemfor fruit juicesandset
aboutdevelopingit for this purpose.ThiswastheSpinningConeColumn(SCC).

By the early1980sCasimir’swork on theSCChadreachedapoint whereCSIRO
consideredthetechnologyreadyfor commercialisation.Potentialindustrialpartners
werecanvassed,but it wasa chancemeetingbetweenCasimirandMr AndrewCraig,
thena Griffith-basedwinemaker,which ledto theformationofFlavourtechPty Ltd.
An agreementbetweenCSIROandFlavourtechwasenteredinto, with the scale-upof
theprototypeSCCthefirst majortaskundertakenby thefledgling company.Thefirst
commercial-scaleSCCenteredservicein 1986.

Earlyin thedevelopmentoftheSCC it wasrecognisedthatthepotentialapplications
ofthetechnologyextendedwell beyondfruit juiceprocessing.An earlycommercial
usewastheremovalofthepreservativesulphurdioxide from grapejuice. The
productionoflow-alcoholwineswasanotherapplicationwhich generatedmuch
interestandactivity duringtheseearlyyears.

At thesametimethat newapplicationswerebeingevaluated,engineering
developmentsaimedat enhancingtheefficiencyandapplicability oftheSCCwere
undertakenatbothCSIROand Flavourtech.Flavourtechobtainedworld-widepatents
forthesekey engineeringdevelopmentsin 1991 Muchofthisdevelopmentworkwas
funded,at leastin part,by variousCommonwealthgrants.



Onceadegreeofpatentprotectionhadbeenobtained,Flavourtechembarkedon a
vigorousmarketingcampaign,particularlyin EuropeandtheUS. Again,
Commonwealthsupportofthis activity, underthe ExportMarketDevelopment
Scheme,wascrucial.

By 1993salesofSCCsstartedto increaserapidly.Keyapplicationsofthetechnology
atthis timeweredairyprocessing(de-odourisationofcream)andthemanufactureof
instantcoffee.

Duringthecourseofdealingwith the instantcoffeeindustry,Flavourtechacquired
substantialknowledgeoftheproductandtheprocessesconventionallyused.By 2000
thecompanywasin apositionto developan alternativesystemfortheproductionof
solublebeverages(i.e. coffeeandtea).This IntegratedExtractionSystem(JES)
incorporatedtheSCCbut alsoincludeddecanters,centrifuges,filters anda specialised
evaporator,theCentritherm.TheoperatingprincipleofCentritherm,like thatofthe
SCC,is basedon thin centrifugally-inducedliquid films. The Centrithermwas
developedandmanufacturedby SwedishcompaniesAlfa-Laval and,later,Tetra-Pak.

Thethree-yearprogrammeofresearchanddevelopmentonwhichtheIES wasbased
beganin 2001 andwassupportedin partby an AuslndustryR&D Startgrant.During
this periodTetra-Pak,now ownersof Centrithermtechnology,movedto divest
themselvesofthispartoftheirbusiness.Flavourtechseizedthis opportunityand
acquiredtheCentrithermbusinessfrom Tetra-Pak.Thisrepresentedasubstantial
capitalinvestment,butsincetheacquisitionthis technologyhasbecomeakeypart of
Flavourtech’sbusiness.It would befair to saythat Centrithermtechnology,andthe
associatedcommercialactivity, hasbeenwholly re-vitalisedsinceits transferfrom
Tetra-Pakto Flavourtech.

Other commentsaddressingthe terms of reference:

Pathwaysto commercialisation
An activeR&D programmehasbeenimportantin theprocessofcommercialisation,
especiallyin-houseR&D activity. Theuseofourowntrial facilities, wherebythe
technologycanbedemonstratedto potentialpurchasers,hasbeencrucial. Few
companiesarewilling to makethelargeinvestmentsrequired,particularlywith
relativelysmall equipmentmanufacturers,without proofthat anoveltechnologywill
deliver.Theinvestmentin bothcapitalandpersonnelrequiredto providesuch
facilities is significant.

Intellectual property and patents
Intellectualpropertyis Flavourtech’smostimportantasset.Protectingandincreasing
thevalueofthis assetis complexandinvolvesanumberofstrategies.

Patentsdo notoffer realprotectionofintellectualproperty.Theirprincipalvalue
seemsto beasa deterrent.If it evercameto havingto defendapatentin court the
strategywill have,in asense,alreadyfailed. Themainfunctionofpatentsis to
reassurecustomersandto detercompetitors.Thesizeof ourcompanyrelativeto that



of anyadversarycouldbeasignificantdisadvantageif wantingto pursueanypatent
infringements.Thedangeris thatwecouldfind ourselvesspendingall management
time in courtinsteadofrunningthebusiness.

Confidentialityagreementsareenteredintowith all customers;no substantive
interactionoccursuntil a confidentialityagreementis in place.

Existingintellectualpropertyis protectedmainlyby arigid policy ofnon-disclosure.

Ultimately,thebestprotectionfor ourintellectualpropertyseemsto beto increase
andenhanceit on acontinuousbasis;i.e. westrivealwaysto beaheadof ourpotential
competitors.It is thismorethananythingelsewhichpreventsthemfrom changing
from potentialcompetitorsto actualcompetitors.

Skills and businessknowledge
Flavourtechgrewout oftheexperienceofthecompany’sfoundersin industry.The
skills andbusinessknowledgebuilt up werebroughtto bearfor Flavourtech’sbenefit.
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Capital and risk investment
In anydevelopmentactivity suchasthatwhichFlavourtechhasbeeninvolvedin, the
risk ofinvestmentis high. Overits life Flavourtechhasseenmanyofits
contemporariesfail throughover-optimisticsalesandgrowthforecastsandtheuseof
externalfinds in attemptingto achievethem. Flavourtechhasusedinternally
generatedcashflow and shareholderfundsto developand growthebusiness,as
opposedto loansfrom externalsources.Therisk associatedwith failureto achieve
salesis thencompletelyhandledinternally.

Researchand market linkages
Collaborationwith institutionssuchasCSIRO,UniversityofSydneyand Charles
Sturt UniversityhasbeenanimportantpartofFlavourtech’sR&D effort.This aspect
of ourR&D culturehasmanybenefitsandis to bemaintained.

Closerelationshipswith all ofourcustomershasfacilitatedtheidentificationof
existingprocessingissues,andhenceopportunitiesto engineernovelprocessing
solutions.

Factors determining success
A keyfactorhasbeentheacceptancethat themarketplaceextendsbeyondtheshores
ofAustralia. TheproductsandservicesofFlavourtecharespecialisedandonly have
a small marketwithin Australia. Oncewemadethefirst stepoffshorewewere
exposedto thelargerworld. Muchofwhatwe do todayis aresultofthisexperience.


