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Leading
Australian R&D

Backing the next wave of
Australian listed companies

Well-developed
start-up ecosystem

Strong pipeline of tech
investment opportunities

VC-backed companies spend
more per employee and per
dollar of assets on R&D than
most other companies.

Research shows that
VC-backed companies are IPOready in half the time compared
to non VC-backed companies.

Australia has a large number of
emerging start-ups, supported
by accelerators, incubators and
government policies.

Australia had the third largest
number of internet and tech
deals globally in 2013.

VC-backed firms are at the forefront of Australian R&D
VC backing enables companies to intensify the research and development of new technologies. They
punch above their weight in helping to advance Australia’s standing as a hub for science and technology.
In Australia, VC-backed companies spend on average 200x more on R&D per employee than
other businesses.
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Australian VC-backed
companies’ assets amount
to only 0.3% of GDP. But it
is estimated they contribute
10% of all business R&D
expenditure, 13% of patent
filings and 27% of patent
citations.

Sources: AVCAL analysis, Cumming and Johan (2012). Patent numbers are winsorised at the top 1% to exclude multinationals
with very large numbers of patents filed in Australia.

VC investment by state
In the five years to June 2013, 142 Australian start-ups and early stage companies received over
$431m in VC investment. The majority of these companies were based in Victoria and New South
Wales, followed by Queensland.
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Distribution of VC investments between FY2009 and FY2013 (by location of company headquarters)
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QLD

81.03

20

WA

19.10

9

SA

22.13

11

NSW

133.53

50

VIC

167.94

47

OTHER

7.40

5

Source: AVCAL. States/territories with fewer than three companies receiving investments have been aggregated into “Other”.
The figures do not include investment activity by international VCs.

VC is backing the next wave of Australian listed companies
Listed VC-backed companies take an average of only 9 years from incorporation to IPO
compared to non VC-backed companies, which take an average of 18 years. VC backing is
able to speed up the commercialisation of nascent technologies and the growth of companies
so that they are IPO-ready sooner.
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Source: Cumming and Johan (2012).

Vibrant start-up ecosystem
Australia’s start-up sector is fertile ground for investors seeking to participate in developing new
technologies and products. In addition to vibrant communities of entrepreneurs and innovators in
most key cities, supportive government policies remain a vital component of the local innovation
ecosystem to help nurture start-ups into mature companies that are able to make substantial
contributions to the Australian economy. The R&D tax incentive, for instance, is particularly targeted
at early-stage businesses with extensive research and commercialisation programmes, by providing
a 45% refundable tax offset to eligible companies with turnover of under $20m.

Australia third most active market in the world for tech deals
Australia had the third largest number of technology deals globally in 2013, and was the seventh
most active by aggregate transaction value.
The number of tech deals on a per capita basis is higher in Australia compared to the UK,
Germany and Canada, reflecting the depth of high-quality opportunities for tech investors.
However, the average tech deal size in 2013 was still only $16m – under half the size of the average
US tech deal – reflecting room for broader investment activity as the start-up segment matures.
Tech deals per million people, 2013

Internet and information technology deals, 2013
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Source: Internet DealBook (2013), Online Agility.
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Sources: Internet DealBook (2013), Online Agility, OECD,
AVCAL analysis.

For any questions in relation to this fact sheet, please contact the
AVCAL Research team at research@avcal.com.au or on 02 8243 7000.

