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CommitteeSecretary
StandingCommitteeonScienceandInnovation
HouseofRepresentatives
ParliamentHouse
CANBERRA ACT 2600

26~April 2005-04-26

Re: Inquiry intopathwaysto technicalinnovation

DearSir,

Pleasefind encloseda submissionoutliningourrecentexperienceoverthe last five yearsin the areasof

technicalinnovation. My companyDynamicHearingPty Ltd is a start-upcompanyfinancedwith

Australianventurecapitalandstaffedby atalentedrangeof dedicatedtechnicalexperts.We aresteadily

meetingthechallengeof gainingmarket-sharefor high-techsoftwaresolutionsforhearingaidandaudio

applicationswhilstcompetingwith someestablishedglobalcompaniesbasedoverseas.

I believemy submissionaboutourparticularpathwaywill informthe committeemembersabouthowthe

successfulinteractionbetweengovernmentsupportfor universityresearchandcommercialisationfrom

venturecapitalcanprovideopportunitiesfor Australiansto developandmarkettechnicalinnovation.

Further,we areappreciativeof Auslndustry’srole in thedevelopmentof ourbusiness.DynamicHearing’s

aimto becomeamajorproviderof independentsoftwarefor thehearingaidandaudioapplicationsindustry

andthusconsolidateourstandingamongstAustraliancompaniesexportingto the world.

Yourssincerely,

Dr. ElaineSaunders

CEO,DynamicHearingPty Ltd
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Dynamic Hearing’s Innovation Experience

ExecutiveSummary
DynamicHearingis anAustralianstart-upcompanythatlicencesits intellectualproperty
to manufacturersin thefield ofhearingaidtechnologyandaudioapplications.This
submissionoutlinesbriefly thehistoryofDynamicHearing,its origins andits successes.

DynamicHearinghasbenefitedfrom CommonwealthGovernmentsupportfor in
researchanddevelopmentboththroughtheCRC schemeandAuslndustry’sdevelopment
grants.

Major challengesin thefuturefor DynamicHearingare:
1. fair andequitableagreementsandgovernanceofintellectualpropertyrights

bothin Australiaandoverseas.
2. thedevelopmentandimplementationofappropriatemarketingstrategiesfor

potentialcustomersespeciallythoseofAsiancultures.
3. establishmentandmaintenanceofa placein themarketin competitionwith

largeforeignbasedmulti-nationalcompanies.
4. thelackofopportunityto competein thelocalAustralianmarketgiven the

presentstructureofAustralianFederalGovernment’ssupportfor foreign
ownedmanufacturers.

Brief History
November2000: “Digital Solutionsfor Deafliess”businessplanwinsthe inaugural
Entrepreneurs’ChallengeattheMelbourneSchoolof Business

January2002: DynamicHearingstartswith venturecapitalfundingfrom Nanyang
VenturesandRothschildBioscience,intellectualpropertyfrom theCRC for Cochlear
ImplantandHearingAid Innovationandstafffrom theCRC.

October2002: DynamicHearingandtheCRC completeclinical evaluationoftheADRO
hearingaid strategy.

November2002:DynamicHearingsignsfirst licensingdealwith Frenchhearingaid
manufacturerIntrason.

April 2003:ADRO technologyreceivestheCRC Association’sinnovationaward.
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June2003:DynamicHearingreceivesafurther$3,000,000investment.

October2003: DynamicHearingsignssecondlicensingdealwith Germanhearingaid
manufacturer,Interton.

September2004:DynamicHearing’sCEO wins TelstraBusinessWomen’sAward
(AustralianGovernmentPrivateandCorporateSector,in boththeNationalandState
categories).

October2004:DynamicHearingwins aCommendationin theVictorian ExportAwards.

January2005:DynamicHearingsignslicensingdealwith headsetcompanyPlantronics.

March2005:DynamicHearingsignslicensingdealwith Gennumwhois aproviderof

circuit componentsto thehearingaidindustry.

BusinessModel
DynamicHearingholdsatechnologylicenceagreementwith theHearWorksPty Ltd
representingtheCRCfor CochlearImplant andHearingAid Innovation. Thetechnology
licenceagreementcoversapplicationsof theADRO digital signalprocessin~(DSP)
strategyfor all applicationsotherthanelectricalhearing(cochlearimplants). Dynamic
Hearingaimsto build its ownportfolio of intellectualpropertywhich, togetherwith the
ADRO technology,is licensedto hearingaidmanufacturersandaudioequipment
manufacturers.ADRO is amulti-channelamplificationstrategy,which is particularly
suitedto providingimprovedaudibility, improvedcomfortandadvantagein background
noiseto thelistener. Productsareimplementedassoftwarefor specificsignalprocessing
hardwarethat functionsasaminiaturecomputer.Hearingaid andheadsetmanufacturers
sourcethesehardwareDSPchipsfrom componentmanufacturerssuchastheDspfactory
andGennumfrom Canada.

Overthelastthreeyears,DynamicHearinghasbeenattemptingto createanewniche
within thehearingaidandheadsetmarketsby supplyingsoftwarefor newtechnologies.
Ourmain competitorsin thisareaaresimilar engineeringstart-upcompaniesin theUS
andEuropeandtheR andD departmentsofthemajorhearingaidcompanies.

DynamicHearingis aiming to establishitselfsuchthat the investorscanexit eitherby a
tradesaleorby an initial publicoffering in theAustralianstockmarket.

Current Status
DynamicHearingemployseighteenstaff in offices in Richmond,Victoria andone
consultantin theUnited States.Employeesincludeeight engineers,fouraudiologists,
threesupportstaffandfourbusinessdevelopmentstaff.

‘HearWorksPtyLtd hasaseparateagreementwith CochlearLtd foruseoftheADRO technologywith
cochlearimplants.
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Crucial marketingopportunitiesareofferedatthemajorconferencesandtradeshows.
TheAmericanAudiology Association’sconferenceis heldannuallyin thenorthern
hemispherespringin theUS andthe EuropeanUnion ofHearingAid Acousticians
(EUHA) conferenceis heldannuallyin thenorthernhemisphereautumnin Germany.
Hearingaidmanufacturersusetheseconferencesto launchnewproductseachyear.

DynamicHearing’sCEODr. ElaineSaundersandtheCTO Dr. PeterBlameyspend
approximatelyfour monthsof theyeartravelling to customersandpotentialcustomersin
theUS,EuropeandJapan.RonWestthepastCEO of CochlearAmericasis employedas
aconsultantin theUS.

GovernmentGrantsandAssistance
2003, 2004:R andD taxconcession
2003:Exportgrant
2003:R andD startgrant
2004:BIF grant
Personalawards:Dr ElaineSaunders,CEO, Victorian andAustraliancategorywinner,
TeistraBusinessWomenoftheYearAwards

Major Challenges

1. IntellectualPropertyRegulationsandInternationalAgreements
TheADROtechnologyis apatentedintellectualpropertyownedby HearWorkson behalf
of theCRCandlicensedto DynamicHearingfor usewith non-electricalhearingvia a
technologylicenceagreement. DynamicHearinghasfurther increasedits intellectual
propertyportfolio by applyingfor anotherfourpatents. A majorchallengeto Dynamic
Hearingis to maintainits competitiveadvantageby creatingfurther innovativeproducts
from its researchanddevelopmentactivitiesandto gainappropriaterewardfor the
lifetime ofits inventions. Presently,Australiais anetimporterof intellectualproperty
with morethan90%ofAustralianpatentsgrantedto non-Australianresidents2.Further,
lessthan10%ofAustralianpatentsareactivefor thefull statutoryprotectionperiod.
Therefore,it is essentialthat FederalGovernmentrepresentandmaintaina levelplaying
fieldwith respectto internationalrelationsandagreements,suchthatemergentindustry
sectorshaveafair chanceof competingattheinternationallevel.

2. Relationshipwith customersfrom othercultures
DynamicHearingexecutivesandstaffhavetravelledto NorthAmerica, EuropeandAsia
to promotebusinessrelationsandrecruitcustomers.DynamicHearinghasbeen
appreciativeof thehelpreceivedby AusTraderepresentativesin overseaslocations.
However,DynamicHearingfeelsit wouldbeofparticularhelpto havesometargeted
marketingassistancein theform of grantsespeciallyat theearlystagedevelopmentand

2 ExtendingPatentLife: is it in Australia’seconomicinterests?NicholasGwen,Ian Bruce,GerardPrior,

IndustryCommission,Commonwealthof Australia, June1996
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consolidation. Suchagrantcouldbeusedto sourceexpertiseto developan appropriate
culturalmarketingstrategysuitableforthe localcustomerandto supporttheprocess
whilst it is beingcarriedout.

3. Overseascompetition
Thehearingaidindustry is dominatedby six majormanufacturerswhich togetheraccount
for 80%ofthemarketshareof 6,000,000units ayear.Thelargest,SiemensofGermany,
sellsapproximately1,200,000units ayear.ThreecompaniesOticon,GN ReSound,
Widex,areDanishcompanies.Phonakis basedin SwitzerlandandStarkeyis theonly
majorUS representative.Sincethesecompanieshavealargeturn over,theyeachyear
theyconsequentlyhavelargebudgetsto spendon researchanddevelopment.Dynamic
Hearinghasmadealaudableimpactin themarketgiven its humbleoriginsbutaimsto
follow theDanishmodelwhereacountrywith asmall populationcanproduceworld
beatingsmarttechnology.

4. Relationshipwith Australianstake-holders
Theoverseascompetitionalsohasan impactin locally.AustralianHearingcontractsa
five yearagreementwith amanufacturerto supplyapproximatelyl0o,000hearingaidsfor
Australianpensionersandchildren. Currentlythecontractis heldby Siemens.The
OfficeofHearingServicesoverseesthesupplyoffederallyfundedhearingaidsto
Australianpartpensionersvia privatedispensersandaudiologists(approximately30%of
the Australianmarket).Thesedispensersarefreeto recommendhearingaidsfrom any
OHS approvedsupplier.

Dr. Elaine Saunders
DynamicHearingPtyLtd
2 ChapelStreet
Richmond
Victoria 3121
Telephone:03 84208500




