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Evaluating Infellectual Capital — IlI
Fvaluating Investment Opporfunities

C. W. (Clem) Bowman

Abstract

This is the third in a series of articles evaluating intellectual capital. The first article examined the key components of intellectual capital and various approaches
at measurement. The second examined the management of intellectual capital within research organizations, with emphasis on their codified capital, internal
and external relationships and the all-important human capital. This article describes a methodology for selecting projects or ventures that best match the

objectives of the organization.

1. Assessing Prospects
The author was involved in a technology
investment program in which over 1,000

Values, Priorities and Expectations of Funding Organization

Embedded in Matrix

proposals were submitted, all of which had
merit . The difficulty in selecting the most

:

prospectiye ofthes.e proposals was an awesome Language Ladder Self-Assessment Reviewer Data Display
task, which required balancing competing Based on Cells of the ! Applicant Provides N Assessment -l Data Displayed
objectives, such as capturing an opportunity for Matrix Justification Graphically

an early commercial project versus laying the
foundation for a more complete understanding
of the fundamental nature of the resource and

v

markets. This experience, and that obtained by
several colleagues working in different industrial
sectors, led to the development of a more

Executive Body Use Data, Charts and Analyses as a Decision Aid

consistent and transparent evaluation
methodology, called ProGrid-Quick. Thisis a
screening tool to serve as the threshold for more
detailed due diligence processes.

Figure 1. The decision process.

2. Developing the Assessment Process

Funding and investing organizations that use the ProGrid methodology embed their
values, priorities and expectations into an application form. These values, priorities
and expectations are first assembled in the form of a matrix of performance factors.
A set of calibrated performance levels is established for each performance factor. The
application form includes a self-assessment section in which the applicant selects
performance levels that represent the current status of the undertaking for which
investment is being sought. As a key part of this process, the applicant provides
justification for the selections. The completed applications are normally submitted
to a review group of up to eight reviewers. The reviewers will select their own ratings
for the undertaking, based on the justifications provided by the applicant and their
own knowledge and experience.

The applicant’s and the reviewers™ assessments are input into the appropriate
ProGrid software for analysis. The software provides an automatic output report,
containing key evaluation information. The management team responsible for
making funding/investment decisions uses the outpui charts and text as a decision-
assist, as illustrated in the process in Figure 1.

3. The Evaluation Matrix

The right column should group factors that describe the
expected benefits (the “output”). The middle column should
group factors that connect the input to the output.

The 20 cells shown are typical of those that have been used
to date. Normally only seven to twelve are employed in a specific
customized tool. For the assessment of proposals where scientific
merit and the qualifications of the principal investigators are the
major selection criteria, the cells will mainly be those shown
in the first two columns, which, in turn, would be developed
in a three column format (e.g., the impact for some users will
be the connector for others). For the assessment of proposals
where market impact is the ultimate goal, the cells in the right-
hand column would have increased importance.

4. Language Ladder Statements

There are many versions of Language Ladder statement sets
that apply for any of the cells in the evaluation matrix. The
specific language used reflects the values, priorities and
expectations of the funding or investment organization. The
following is a typical Language Ladder statement set for the
criteria on “validation” of a new concept:

Every customized ProGrid-Quick tool has a distinctive The Concept The Connectors The Benefits
evaluation matrix, reflecting the values, priorities and The Advance HQP/Skills Technology Transfer
expectations of the funding or investment organization. The Team Collaboration Market Impact
However, the same general factors appear in most matrices, Facilities Industry Involvement Competition
Capacity Intellectual Property Rate of Return

and therefore it is possible to construct a list of cells that

Project Management

Commercial Readiness Strategic Fit

have similar characteristics, as shown in Figure 2. -
Business Plan

Receptor Capacity Societal Impact

There is a specific structure that has been found to be ——
Validation

Financing

effective in developing the matrix. The left hand column
should group factors that describe the concept (the “input”).
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Figure 2. Candidate cells for evaluation markets.






