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Key insights
Exploring innovation in regional Australia
Australia’s regional businesses are smart, agile and already
reaping the benefits of fresh thinking and inventive business
ideas. Yet their innovation journey is far from over.
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Key insights
Welcome to the CommBank Regional
Business Insights Report, an in-depth
analysis of the innovation achievements of
organisations across regional Australia.
In this report, we explore issues of vital
interest to both business owners and rural
communities today. How innovative are
regional businesses? Does investing in
innovation improve business earnings – and
if so, by how much? What is the value of
innovation to regional economies? And how
can businesses move further up the innovation
curve, enhancing their competitiveness and
increasing their earnings?
Overall, the findings are positive. Our research
shows that almost one in two regional
businesses are already actively innovating,
bringing tangible benefits to the businesses
themselves and the communities of which
they are a part. Sixty-three per cent of
Innovation Active regional businesses expect
their revenues to rise over the next 12 months,

with 29 per cent estimating that their average
additional returns from their innovation is
$100,000 or more. Among those innovating
in multiple areas across their business,
76 per cent expect revenue to rise.
As a result, these businesses have already
created an estimated $19bn of additional
economic activity in regional Australia. Yet
our analysis suggests there is considerable
untapped potential to drive those returns
even higher. While regional businesses
are more likely to be innovating than their
metropolitan counterparts, their estimated
return on investment is typically lower.
And while around half are innovating,
half are not. If every regional business could
achieve the same financial benefits as
city-based innovators, the overall financial
impact would more than double.

A key insight of our research is that there is
no single path to innovation success, and that
innovation can take many forms. As well as
ground-breaking new products, innovation can
mean a novel process, an inventive marketing
technique or a unique business model.
Innovation can also have simple beginnings.
It typically starts with making the most out
of opportunities by better adapting products
and services – both areas where our research
shows regional businesses excel. Yet truly
disruptive innovation is still relatively rare.

We look forward to the opportunity to support
you on your ongoing innovation journey and to
hear about your own experiences in pursuing
innovation.

Grant Cairns
Executive General Manager
Regional and Agribusiness Banking
Commonwealth Bank of Australia

The challenge for most regional businesses
is to turn innovation into a way of life,
transforming it from a series of isolated
initiatives into a disciplined and repeatable
process spanning every aspect of the
business. Only then will they realise their true
innovation potential.

So what should regional businesses be
doing to take the next step in their innovation
journey?

About the CommBank Regional Business
Insights Report
The CommBank Regional Business Insights Reports is based
on a wide-ranging quantitative survey of 2,195 business
owners, decision makers and managers, including 379 in
regional Australia, conducted on behalf of the Commonwealth
Bank by DBM Consultants between August and

September 2016, with further analysis by the Commonwealth
Bank and ACA Research. Participants were drawn from
businesses across Australia with an annual turnover of over
$500,000 and at least two employees. The survey was
designed to benchmark the innovation performance

of each business, identifying the key motivations and drivers
influencing their performance, and highlighting best practice.
We also interviewed a number of regional businesses to
provide a qualitative perspective on innovation.
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Rate of

innovation
Regional
Innovating
Making
improvements

Metro

49% 43%
35% 39%

CommBank

Innovation Index
Regional

National

Metro

25.5 24.0 23.6

Estimated improvements
in earnings
through innovation

Regional

Metro

All

$279,000 $460,000 $405,000
Average lift in business earnings

$19bn

$69bn

$50bn
Total benefit realised

$44bn

$171bn

$215bn

Total benefit if all businesses innovate

Regional businesses
innovating in key areas
Innovating
Products

Processes

Marketing

Organisation

Improving

12% 38%
21% 32%
18% 18%
15% 29%

Revenue outlook for
innovation active
regional businesses

Innovating
in 1 area

59%
35%
6%

INCREASE
NO CHANGE
DECREASE

Employment outlook
for innovation
active businesses

Innovating in
multiple areas

Regional

76%
22%
2%

24%
70%
6%

Metro
HIRE
STAY THE
SAME
REDUCE

39%
53%
8%
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Measuring innovation

Measuring 15 core drivers of innovation
Management capabilities

To measure the innovation performance of Australian businesses,
we created the CommBank Innovation Index, based on leading
research findings and a globally recognised methodology.

Process1

•
•
•
•

People1

• Hire staff with creativity in mind
• Evaluate staff with creativity in mind
• Facilitate networking outside business

The OECD innovation framework
To determine which business initiatives were truly innovative, we adopted the framework
set out in the Organisation for Economic Cooperation and Development (OECD) Oslo
Manual. Used by organisations around the world, including the Australian federal
government and Bureau of Statistics, the manual is constructed around four key innovation
areas: products, processes, marketing and organisational.

The CommBank Innovation Index
We also measured 15 core elements of innovation covering management capability and
entrepreneurial behaviour. Together, they comprise the CommBank Innovation Index. The
index combines the results into a single numerical indicator, enabling us to rank businesses
along an innovation curve or spectrum from –100 (innovation restrictive) to +100 (disruptive
innovation).

Philosophy1

Brainstorm for new ideas
Encourage staff to ask questions
Give staff opportunities to observe customer experiences
Experiment and test new ideas

• Allow staff to take risks and fail
• Expect staff to give ideas for improvement

Entrepreneurship behaviours

Seizing opportunities2

Taking risks2

• Look for new ways to benefit from market changes and
technology
• Respond to attractive opportunities
• Willing to take financial risks
• Invest time and capital in uncertain capital ventures

• Limit focus to a small number of opportunities
Focus2
• Adapt products and services to make the most of
opportunities
Adapting2

1. Source: Dyer et al (2011) The Innovator’s DNA.
2. McGrath et al (2000) The Entrepreneurial Mindset: Strategies for Continuously Creating Opportunity in an Age of Uncertainty.
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Australia’s regional
innovation stars
The high achievers powering regional economies
Innovation has already brought billions of dollars in tangible benefits
to regional economies. However, there is still scope to do even better.
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How innovative are Australia’s
regional businesses?
In a globally exposed economy where your closest
competitors can be half a world away, regional
businesses are under pressure to shine against the
world’s best. And our research suggests they are not
only surviving but thriving — constantly re-inventing
themselves by devising new products, re-engineering
processes and overturning established business models.
When we analysed regional businesses’ current and
planned business initiatives using the OECD’s innovation
framework, we found that 49% of regional businesses
were Innovation Active, compared to just 43% of
businesses in metropolitan centres. Another 35% of
regional businesses were making changes which, while
valuable, counted as business improvements rather
than innovations. That means an impressive 84% of
regional businesses are actively working to enhance their
productivity and profitability.
And regional businesses were not only more likely to be
Innovation Active than those in our city centres, many
had also moved further along the path of innovation.
Forty-two per cent of regional businesses had already
implemented innovations, compared to 29% of metro
firms.

Creating a culture of innovation
We also measured 15 core elements of innovation,
which together make up the CommBank Innovation
Index. We found that regional businesses had an
average index reading of 25.5, two points higher than
metro firms. That indicates that they have already built
many of the capabilities they need to innovate effectively.
However, while positive, this index reading still leaves
considerable room for improvement. By turning
innovation into a repeatable process supported by a
strong organisational culture, regional businesses can
continue to move further up the innovation curve.

The rate of innovation in Australia

35% 84%

49%

Regional

39% 82%

43%

Metro

Innovating

Claiming
to innovate

Claiming
to innovate

Making improvements

The CommBank Regional Innovation Index
100

Disruptive innovation

75

Regional
Innovation
Index
National
Innovation
Index
Metro
Innovation
Index

50

Innovating

25.5
25
Improving

24.0

0

-25

23.6

Not trying, no perceived
need to innovate

-50
Innovation
restrictive
-75

-100
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Return on investment
Our research confirms that innovation is already
yielding a sizeable dividend for regional businesses and
communities. When we asked regional businesses to
estimate the financial return from their investment in
innovation, they nominated an average of $279,000.
Extrapolating that figure across the regional businesses
which have already implemented innovations suggests
they have already created an extra $19bn in economic
activity. Even more remarkably, if every regional business
was to achieve the same return, they would grow the
regional economy by $44bn every year.
That’s an impressive result — but there may be scope
to do even better. While less likely to innovate, metro
businesses typically estimate a higher return on
investment than their regional counterparts, with an
average benefit of $460,000 each. If regional businesses
could achieve the same return, that would increase their
potential innovation dividend to around $73bn.
Comparing the innovation performance of different
regional industries, we found that globally exposed
businesses are leading the way. Export-driven sectors
like Construction, Mining Manufacturing (75%
Innovation Active in regional areas) and Agriculture
Forestry and Fishing (61% Innovation Active) significantly
outperformed their domestically focused peers.
Small and medium businesses were also more likely
to innovate than big businesses, with 49% Innovation
Active. That suggests there is significant unrealised
potential to increase the overall financial return from
innovation in the regions if larger regional businesses can
successfully make the transition from improvement to
genuine innovation.

Competing on the global stage
Innovation by sector: regional and metro

75%
61%
48%
40%

47%

49%

45%

41%

44%
32%

Construction/
Mining/
Manufacturing

Agriculture/
Forestry/
Fishing

Retail Trade

Services

Hospitality*
*Note: Low sample,
Regional n=26

Metro

30% 31%

Health Care/
Education/
Government

Regional

Innovation by size: regional businesses

39%

$20m+

55% 94%

$2m less than $20m

49%

35% 84%

$500,000 to less than $2m

49%

34% 83%*

Innovating

Making improvements

*Due to rounding of results, figurein this report may not add up exactly to the totals provided.
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Innovation in action

Richers
Transport
Empowering people

Key areas of innovation
Process

Product

Organisation
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Richers Transport is one of the nation’s largest
privately owned regional carriers. While it’s a
trucking business, its innovation story lies in its
people.
Second generation owner and MD Graham Richers
believes the company’s strength comes from the
contribution of its many committed employees.
His sons Tom and Matthew both work for the
company and have spent the past few years learning
different aspects of the operation, observing how
things function and testing their own ideas. They
work alongside a team of long-term staff who are
encouraged to look for opportunities to innovate.
“We all spend more time at work than at home
so it has to be a good place where people feel
empowered,” Graham says.
Richers Transport has spent the last 80-plus years
innovating to meet the changing needs of the market.
“We haven’t set out to grow for the sake of growing,
but where opportunities have presented we have
grabbed them,” Graham says.
Some of the defining decisions which have propelled
the company forward include buying a road freight
business to capitalise on a shift from rail to road
transport, and pursuing contracts with supermarket
clients.
Richers Transport today has a fleet of approximately
100 prime movers and 200 trailers. It is based in
Maryborough, Queensland, with five branches across
the state.
A close and collaborative relationship with key clients
has also been essential to Richers Transport, which
lists Hyne Timber, Woolworths, Coles, Coca-Cola
Amatil, Knauf Plasterboard, K Mart and Dan Murphy’s
on its roster.

“We all spend more time at work
than at home so it has to be a
good place where people feel
empowered.”

Graham Richers
Managing Director
Richers Transport
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Moving up the
innovation curve
Realising the regions’ innovation potential
Adept at collaboration, regional businesses excel at
empowering staff to explore new ways of thinking.
But many have yet to take the next step: turning innovation
into a disciplined process.

12

CommBank Regional Business Insights

National Report FY17

Efficiency experts
In keeping with their overall innovation
leadership, regional businesses
outperformed their metropolitan rivals
in three out of the four innovation areas
defined by the OECD framework. Twentyone per cent were focused on finding
new efficiencies and boosting productivity
through process innovation. Another
18% were pursuing ground-breaking
marketing and promotional strategies to
take their products to the wider world. Only
in product and service innovation were
regional businesses outpaced by those in
metropolitan areas.
Metropolitan businesses were also more
likely than their regional cousins to be
making improvements in most areas,
especially in products and processes.
Given that regional innovators tend to be
smaller businesses, with limited amounts
to invest, that may indicate they are more
focused and selective than metropolitan

Areas of innovation: all businesses
firms in the initiatives they choose to
implement. However, it also suggests
that many have yet to turn business
improvement into an ongoing process.
That view is confirmed when we look at
the number of innovation areas pursued by
each Innovation Active business. Only 23%
of innovative regional businesses are active
in more than one area, seven percentage
points less than metropolitan firms. That’s
significant, given that our research reveals
a dramatic increase in financial returns
when businesses innovate in multiple
areas. Nationally, the estimated return for
businesses innovating in three or four areas
was almost double that of those innovating
in one area, averaging $763,000 compared
to $386,000.

Metro
Organisation

Metro
Marketing

Products and
services

Grant Cairns
Executive General Manager
Regional and Agribusiness Banking
Commonwealth Bank of Australia

29% 44%

14%

Regional

Regional

31% 43%

15%

28% 42%

18%

18% 36%

16%

Metro

41% 57%

12%

38% 50%

18%

Metro
Processes

“Mastering innovation means making creativity and
experimentation an essential part of your business’
DNA, rather than a one-off process improvement drive
or product development program.”


Regional

12%

Regional

38% 56%

21%
Innovating

32% 53%

Making improvements

Breadth of innovation: Innovation Active businesses

69%
77%

One
Area
Two
Areas
Three
Areas
Four
Areas

14%

22%

4%
7%
4%
2%
Metro

Regional
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Harnessing collaboration
Analysing the 15 core elements of
innovation tracked by the CommBank
Innovation Index, we found that regional
businesses excelled in four out of six
breakthrough factors underpinning
successful innovation. In particular, they
outperformed at harnessing the creativity
of their employees by encouraging them to
ask challenging questions (41% of regional
businesses versus 25% of metropolitan
businesses) and looking for new ways
to benefit from changes in markets and
technology (34% versus 24%). They were
also flexible and focused, ready to adapt
their products to grasp emerging

opportunities (31% versus 26%), while
limiting themselves to a small number of
high priority opportunities (21% versus
16%).
However, they performed less strongly in
the skills required to create a disciplined
innovation process, including engaging
in brain-storming to generate ideas (10%
of regional businesses, versus 18% of
metropolitan businesses), then running
experiments to test them (13% versus
16%). That suggests many regional
businesses have further to go on their
innovation journey before they achieve
their true potential.

“Making innovation a process means continually
harvesting new ideas, then systematically trialling
them with experiments designed to yield measurable
results.”

Tiziana Bianco
General Manager
Innovation Labs
Commonwealth Bank

Breakthrough
factors to kickstart
innovation
1

Encouraging employees to ask questions that
challenge the conventional way of doing things

2

Adapting products and services to make the
most of opportunities

3

Running experiments and piloting new ideas

Breakthrough
factors to move
up the innovation
curve
1
2

Engaging in brain-storming to generate ideas

3

Carefully limiting your innovation focus to a small
number of opportunities

Looking for new ideas and ways to benefit from
changes in the market and technology
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Core elements of innovation
Engaging in brain-storming to
generate different ideas

PROCESSES

25%

Encouraging employees to
ask questions that challenge

16%
13%
14%
15%

Actively looking for creativity and
innovation skills in the hiring process

13%
12%

Evaluating employee creativity/
innovation skills as part of appraisal

12%

Using formal process to network
outside the company

PHILOSOPHY

SEIZING
OPPORTUNITIES
TAKING RISKS

Has employees that are not
afraid to take risks and fail

16%

13%

18%
25%

Expect employees to offer creative ideas
for how company could improve

24%

Looking for new ideas/ways to benefit
from changes in market/technology

10%
12%

Willing to spend time as well as capital
on uncertain ventures

ADAPTING

Adapting products and services
to make the most of opportunities

34%

8%
6%

Willing to put financial security on
the line and take risks for an idea

Careful in limiting focus to a
small number of opportunities

32%

20%
20%

Always responding to attractive
business opportunities

FOCUS

41%

15%
13%

Cultivating new ideas by giving
employees opportunities to observe
Running experiments/pilots for new ideas
to test new ways of doing things

PEOPLE

18%

10%

16%

21%
26%
31%

Metro

Regional
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Innovation in action

Safescape
New products for the mining industry

Key areas of innovation
Product

Marketing

16

CommBank Regional Business Insights

National Report FY17

Mining engineer Steve Durkin is a natural born
problem solver. In 2004 he had his big idea:
Laddertube, a cheaper, safer, better emergency
escape ladder for underground mines. Today,
Laddertube is the flagship product of Safescape,
a successful regional exporter with a proven
track record of innovation.
In underground mining, emergency escapes can be
decidedly low-tech. In many mines, the emergency
escape is just a ladder with timber rungs.
Steve knew Laddertube – a modular plastic product
– was a better idea, but convincing someone to
take it on proved more challenging than expected.
Eventually, he accepted that if he wanted it in the
market, he had to get it there himself, so he launched
his own business.
“I stopped work when we were expecting our first
baby and it was a year before I earned a salary
again,” he says. It was a risk, but a measured risk.
“Because we are both mining engineers we knew
either one of us could walk back into a job if we
needed to, so we knew we’d be okay.”
Today Steve’s focus is on the export market, with
sales in 12 countries.
“In 2015, about 55 per cent of our product was
exported. Last year it was closer to 75 per cent,” he
says.
Steve is now working on a range of new products
and he continues to promote an innovation culture by
choosing staff who are not afraid to try new things.
“You have to accept failure and be okay with it.”

“In 2015, about 55 per cent of our
product was exported. Last year
it was closer to 75 per cent.”

Steve Durkin
Managing Director
Safescape
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Regions in focus
Key findings from regions around Australia
Regional New South Wales outperforms other regional areas
and metro areas on several key measures of innovation.
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Regional New South Wales

61%
turning over

$500,000
to $2m

Innovation performance
New South Wales was the standout performer among
the regions, with an Innovation Index reading of 29,
five points above the national average.

CommBank Innovation Index: 29.1
58% are innovating
30% are making improvements
21% are innovating in more than one area

Performance by size
Small businesses drove innovation in New South Wales,
with more than half Innovation Active. But while large
businesses turning over $20m or more underperformed
in innovation, every large business surveyed was either
innovating or making improvements.

were Innovation Active

Turnover

Innovating

Making
improvements

$500,000 to
less than $2m

61%

26%

$2m to less
than $20m

46%*

45%*

$20m+

35%*

65%*

*Small sample, indicative only.

Innovation capabilities
New South Wales regional businesses were among
the nation’s best performers when it came to rapidly
responding to changing markets and technologies by
modifying their product offering and seeking out new
ideas.

45% look for new ideas to benefit from changes in
the market and technology
40% adapt products and services to make the most
of opportunities
40% encourage employees to ask questions that challenge
the conventional way of doing things
33% expect employees to offer creative ideas on how
the company could improve
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Regional Queensland

88%
were innovating
or making
improvements

Innovation performance
While 88% of Queensland regional businesses had
business improvement initiatives underway, only 41%
were Innovation Active, the lowest proportion of any
region. As a result, the region’s overall Innovation Index
was 23.4, Improving rather than Innovating.

CommBank Innovation Index: 23.4
41% are innovating
47% are making improvements
25% are innovating in more than one area

Performance by size
Midmarket businesses were the most innovative group
in regional Queensland, with 56% Innovation Active.

Turnover

Innovating

Making
improvements

$500,000 to
less than $2m

38%

50%

$2m to less
than $20m

56%

34%

$20m+

37%*

53%*

*Small sample, indicative only.

Innovation capabilities
Queensland regional businesses led the way on
employee engagement, with 45% encouraging
challenging questions and 31% expecting staff to
offer creative ideas. They were also by the far the most
likely to focus their investment in innovation on a small
number of promising opportunities.

45% encourage employees to ask questions that challenge the
conventional way of doing things
35% look for new ideas to benefit from changes in the market
and technology
31% expect employees to offer creative ideas on how the
company could improve
30% are careful in limiting focus to a small number of
opportunities they feel are the best.
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Regional Victoria and Tasmania

62%
turning over

$2m to
$20m

Innovation performance
More than half of Victorian and Tasmanian regional
businesses were innovating, placing them well above
the national average. Yet they had an overall Innovation
Index reading of just 21.7, behind their metropolitan
counterparts on 26, indicating significant unrealised
potential to hone their innovation capabilities.

CommBank Innovation Index: 21.7
56% are innovating
21% are making improvements
20% are innovating in more than one area*
*Small sample, indicative only.

Performance by size
Midsize Victorian and Tasmanian regional firms
were most active in both innovation and business
improvement initiatives, with two out of three actively
innovating.

were Innovation Active

Turnover

Innovating

Making
improvements

$500,000 to
less than $2m

55%*

19%*

$2m to less
than $20m

62%*

32%*

$20m+

Data not available

Data not available

*Small sample, indicative only.

Innovation capabilities
While Victorian and Tasmanian regional businesses
were accomplished at tapping into the creative talents
of their staff, their other innovation capabilities were
relatively underdeveloped, something reflected in their
comparatively low Innovation Index reading.

39% encourage employees to ask questions that challenge the
conventional way of doing things
36% expect employees to offer creative ideas on how the
company could improve
19% adapt products and services to make the most
of opportunities
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Talk to us
Visit www.commbank.com.au/agriinsights
Call 1300 772 968 or email insights@cba.com.au to access Australian based Business Banking Specialists around the clock.

Things you should know: The CommBank Regional Business Insights Report (the report) has been published solely for information purposes and is not to be consumed as advice or
recommendation. The report has been prepared without taking account of the objectives, financial situation and capacity to bear loss, knowledge or experience or needs of any specific person
who may receive these insights. The Bank believes that the information in the insights is correct and any opinions, conclusions or recommendations are reasonably held or made, based on the
information available at the time of its compilation, but no representation or warranty, either expressed or implied, is made or provided as to accuracy, reliability or completeness of any statement
made in the report. Any opinions, conclusions or recommendations set forth are subject to change without notice. Any projections and forecasts are based on a number of assumptions and
estimates and are subject to contingencies and uncertainties. Different assumptions and estimates could result in materially different results. The report makes reference to data sourced from
an online survey of 2,195 business owners, decision makers and managers, including 379 in regional Australia, conducted on behalf of the Commonwealth Bank by DBM Consultants between
August and September 2016. All analysis and views of future market conditions are solely those of the Commonwealth Bank. The Commonwealth Bank and DBM Consultants do not accept any
liability for loss or damage arising out of the use of all or any part of the Report.
Commonwealth Bank of Australia ABN 48 123 123 124.

