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Key Insights
Regional Australia is home to a third of our nation’s 
population and a significant contributor to our national 
economy. Business in regional Australia comes in every 
guise – smaller and larger, established and brand new, and 
in every sector you can imagine.

Regional business provides jobs, generates new ideas and 
is the heartbeat of regional community.

Understanding how businesses in regional Australia deal 
with challenges, recognise opportunity and implement 
innovation is key to their success, and at CommBank we 
are putting a clear focus on this. We’ve taken a close look at 
how regional business operators view themselves and the 
actions they take in response.

In this second CommBank Regional Business Insights 
report we’ve revisited the topic of innovation, but we’ve also 
added new research that goes deep into the opportunities 
and challenges these businesses are facing, and the value 
they bring to their local communities.

I’m pleased to say that regional business continues  
to stack up against its metro counterparts when it comes  
to innovation. 

Innovation is what ultimately drives business sustainability, 
so it’s very encouraging to see regional business continue 
to compare strongly against metro Australia on our 
innovation measures. Regional businesses have adopted 
a range of behaviours and capabilities that are enabling 
innovation in their operations, focused largely around staff 
empowerment.

At the same time, our new research program showed 
that about half of all regional businesses think there’s 
opportunity for growth.

Driving this opportunity is our growing population, Asian 
demand for our high-quality food and consumer products 
and the increase in infrastructure spending, all of which 
are creating a knock-on effect of opportunity for a raft of 
industries in regional Australia.

This is great news, though we can see from the results that 
there is scope for regional businesses to get better clarity 
around opportunities, with a significant number unable 
to identify any opportunities. Recognizing opportunity is 
the critical first step towards innovation so we’re keen to 
continue to understand barriers to identifying opportunity 
and to support customers to unearth them.

When asked about current challenges, regional businesses 
tended to have greater clarity, which is great, because you 
have to see it to address it. 

I hope you find this report valuable. In our 100-plus years of 
serving the regional business sector we’ve always aimed to 
leverage the reach and depth of the Bank to provide valid 
insights to our customers.

If you would like to know more about the report or the 
ways in which CommBank supports regional businesses,  
do get in touch with one of our specialists.

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

About CommBank Regional Business Insights

Regional Business Insights canvasses 470 regional businesses about the opportunities and challenges they face. The research was managed by Chi Squared and fieldwork was executed by  
Fairfax Agricultural Research and Marketing. Calls were conducted in January and February 2018, with additional in-depth interviews completed in March 2018. This research was overlaid with data 
captured by ACA Research from the 2017 CommBank Business Insights report, with research conducted from August – October 2017. The Business Insights Study included 2,473 respondents, 389 
of whom were located in regional or rural areas. Data was weighted to reflect the Australian business landscape by location, industry and turnover. ACA Research undertook a further analysis of  
the data to assess the state of innovation in regional Australian business and compare it to innovation in metro areas, as well as determining the Innovation Index for regional and metro business.
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50% 49% 27%
of regional business say they 
add value to their community 

through local sponsorship.

see expanding or growing  
their business/staff employment  

as a current opportunity.

say competition is a  
current challenge for their 

regional business.

1/4 58%
Nearly ¼ regional businesses 

say increasing costs of 
essential goods and services 

will present challenges in  
the next five years.

of regional businesses  
say that they have employees 

who are not afraid to  
take risks.

+6.7
The Regional Innovation 
Index has increased by  

6.7 points, sitting at  
32.2 for 2017.
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Measuring 
innovation
To measure Australia’s ongoing innovation performance, we adopted 
a globally recognised methodology and then expanded on it,  
with our CommBank Innovation Index.

The OECD innovation framework
To determine which organisational 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
In this survey, we tested 15 core elements of innovation across 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 organisations on a scale from –100 (innovation restrictive) to +100 (disruptive 
innovation), thus creating the concept of an innovation curve or spectrum.

We also spoke to many individuals to understand their empirical experience in 
implementing innovation within their organisation. This qualitative analysis forms the 
basis for accompanying observations, case studies and quotes included in the report.

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.

Measuring 15 core drivers of innovation

Management capabilities

 
Process1

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

 
People1

• Hire staff with creativity in mind
• Evaluate staff with creativity in mind
• Formal networking of organisation

 
Philosophy1

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

Entrepreneurship behaviours

 
Seizing 

opportunities2

• Look for new ways to benefit from market changes  
and technology

• Respond to attractive opportunities

 
Taking risks2

• Willing to take financial risks
• Invest time and capital in uncertain capital ventures

 
Focus2

• Limit focus to a small number of opportunities

 
Adapting2

• Adapt products and services to make the most of opportunities

5

CommBank Regional Business Insights
July 2018



Opportunities
Opportunity is ripe for businesses in regional Australia, with nearly half of the regional 
businesses surveyed in our quantitative survey stating they saw expanding or growing 
their business/staff employment as a current opportunity. This was followed by a quarter 
citing strong market / industry performance as a current opportunity.

Networking and community groups are seen as ways to keep abreast of opportunities  
for regional businesses, as well as maintaining good marketing and reputation.

Most of those interviewed felt that current opportunities for their business were related 
to external factors, such as market conditions/consumer optimism, government policy  
or competition.

Looking ahead five years, 57 per cent said that they expected opportunity in expanding 
or growing their business/financial opportunities, 26 per cent said increased turnover  
was a future opportunity and 11 per cent said diversification.

“ Governments across Australia are ploughing 
money into social and economic infrastructure 
projects across regional Australia. These projects 
are creating more local job opportunities across 
construction, engineering and related sectors, 
which in turn is attracting more people to 
regional centres.”

    Craig James 
Chief Economist, CommSec

Current opportunities

Future opportunities

Ability to expand and grow 
business/employ more staff

Growth/expansion/more 
financial opportunities

Strong market/industry 
performance

Increased turnover

No opportunities for my 
business/ planning retirement

Diversification

Newly available  
technologies i.e. NBN

Keeping the business stable

Increased tourism

Rural export and markets 
(local & interstate)

Increased population  
growth/demographic shift

Increased client base

Population growth

Increased number of staff

Increased infrastructure

Unsure at this stage

Unsure

No furture opportunities/ 
planning retirement

57%

11%

26%

6%

22%

5%

3%

13%

4%

2%

49%

11%

25%

9%

21%

7%

14%

6%
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Challenges
Four main areas were outlined by the regional businesses surveyed as current challenges. 
27 per cent stated competition, 24 per cent specified high cost of essential goods and 
services (such as power and fuel), 24 per cent mentioned government regulations and  
23 per cent cited lack of skilled staff among their current challenges.

When interviewed further about their greatest challenges, regional business operators 
told us that staffing, complicated processes, competition and location accounted for most 
of their challenges.

Looking ahead five years, 27 per cent of those surveyed said that increased  
competition would continue to be a challenge, while more than a quarter cited more 
government regulations and taxes and finding skilled staff among the challenges they 
expect to encounter.

Nearly one in five of those surveyed also said lack of qualified staff was a barrier  
to starting or growing a business in regional Australia.

Future challenges

Current challenges

Increasing competition

Competition

Finding skilled staff

Government regulations/lack 
of government funding

Economic instability

Economic uncertainty

Technology costs

Availability of products i.e. 
internet, phone reception

Lack of training & job 
opportunities

Current weather conditions

Lack of customers/ 
population decrease

No current challenges

Lack of infrastructure  
& available space

Lack of job opportunities  
& high unemployment

More government  
regulations & taxes

High cost of essential goods  
& services i.e. power, fuel

Increasing costs of essential 
goods/services/logistical costs

Lack of skilled staff

Adverse weather &  
climatic events

High taxes & rates

27%

27%

23%

17%

26%

24%

9%

13%

26%

24%

8%

10%

4%

4%

25%

23%

8%

6%

3%

3%

“ It would be online, our immediate problem. 
We are in a small town and one of our 
challenges is other businesses shutting down 
around us. We have to keep customer focus 
to ensure people come into the store.”

    Owner 
 Electrical Retail Store, Queensland
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Innovation in 
regional Australia
Regional businesses are on par with their metro counterparts when it comes to innovating within their organisations.  
48 per cent of regional businesses are “innovation active” for 2017, compared to 46 per cent of metro businesses.

Regional businesses have also adopted a range of behaviours and capabilities that enable innovation, which has resulted in a 
significant uplift in their Innovation Index. The 2017 Innovation Index for regional Australia is 32.2, compared with 25.5 for 2016.

In particular, regional businesses have increased their focus on assessing their employee creativity and/or innovation skills  
as part of their appraisal process, with 62 per cent now evaluating this, compared to 44 per cent in 2016.

Nearly half of regional businesses (49 per cent) expect innovation to drive improved efficiencies in their business,  
compared with 41 per cent in metro areas.

Regional businesses are also employing people who are taking a ‘fail fast, fail often’ approach, with 58 per cent of  
regional businesses saying that they have employees who are not afraid to take risks.

Innovation active

Innovation Index

43%

Metro 
2016

23.6

Metro 
2016

48%

Regional 
2017

32.2

Regional 
2017

49%

Regional 
2016

25.5

Regional 
2016

46%

Metro 
2017

32.0

Metro 
2017

Innovation active 
Businesses that have implemented significant 
changes in their business.

Have not innovated/improved  
Businesses that have not implemented any 
changes in their business over the past 12 months.

Abandoned innovation/improvement  
Businesses that have started implementing 
changes, but then abandoned these changes.

Improvers 
Businesses that have implemented changes that 
are not considered innovation.

Levels of Innovation in business
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Adding value 
to regional 
communities
Regional business operators know that providing employment and essential goods and 
services to their towns is important, but their value goes beyond that – they are deeply 
ingrained in their communities. 

While 66 per cent said they add value through employment, and 58 per cent said they 
add value by supplying goods and services, 1 in 2 stated that community sponsorship was 
a way they add value, and nearly one third said that supporting charities was how they 
add value. Seven per cent cited buying local / supporting local businesses was a way they 
added value.

Where regional businesses believe they add value to their community

Providing local employment/ 
education/training 66%

Providing required goods/ 
services to locals 58%

Providing community 
sponsorship & support 50%

Supporting charities 31%

Buying local/supporting  
local businesses 7%

Unsure 1%
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Innovation in 
Action:  
Summit Health,  
South Australia
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In the picturesque town of Mt Barker in the Adelaide 
Hills, the streets are shaded by mature trees and the 
houses are quaint. In the midst of it all, the Summit 
Health Centre is almost incongruously modern.

It is part of the broader Summit Health operation, 
which provides practice and service support to general 
practices throughout the Adelaide Hills in addition to 
operating the health centre.

Medical Director Michael Taylor has spent more than  
20 years dedicated to improving health outcomes in the 
rapidly growing region.

“The freeway to Adelaide went in 14 years ago and since 
then we’ve seen huge population growth,” he says.  
“Our town is expecting 50 per cent growth in the  
next 10 years.”

In the past, residents of the region found themselves 
having to make the drive into Adelaide for many medical 
services, particularly for their specialist and allied health 
needs. 

“Now we have a facility that brings in a range of visiting 
specialists with a lot of services on site, so people don’t 
have to go all the way to Adelaide for a 15-minute 
appointment.”

But getting this premium facility up and running was  
no easy feat.

“The site was seven acres of empty land held in trust by  
the government,” Michael says.

“We lobbied for three years before we finally got the  
green light ahead of the 2010 election, and the  
centre opened in 2014.”

The facility features 26 clinical rooms, counselling and 
consulting offices, a pharmacy, a pathologist and a 
physiotherapist. It is utilised by a mix of long term,  
short term and sessional tenants.

“It’s a great incubator to grow business,” Michael says. 
“As an example, we had an ENT specialist who started 
out visiting once a fortnight. Then it was once a week 
then three times per week. Now he’s started his own 
practice in the area.”

A big part of the Summit Health approach is a focus on 
wellness. Practice Manager Joanne Teakle says the busy 
centre provides a chance to educate people. 

“There’s a great opportunity to give people some 
positive health messages while they’re in the waiting 
room.”

The emphasis on education goes beyond the  
patients, too.

CEO Kevin Wisdom-Hill says Summit Health is training 
the next generation of the health workforce.

“We have three GP registrars, two fifth year medical 
students from Adelaide University and two nursing 
students, and some of our tenants also take on students 
for nursing or allied health training.

“We’re interested in the wellbeing of the whole 
community.”

Opportunity  
+ innovation = success
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State by state: Opportunities
All states cited expanding or growing their business and/or staff employment as a current opportunity, with QLD leading the states at 53 per cent, followed closely by Tasmania at 52 per cent.  
They also saw this as a future opportunity, with all states again saying this was the top opportunity in the next five years. 65 per cent of Victorian farmers stated this was a future opportunity, the 
highest among the states, followed by 62 per cent in New South Wales.

Current opportunities Future opportunities

  Ability to expand and grow business/employ more staff   Increased number of staff

  Strong market/industry performance   Increased turnover

  Population growth   Growth/expansion/more financial opportunities

  Increased infrastructure   Diversification

WA 22% 20% 48% 11%WA 17%19%24%48%

SA 8%55%28%28%SA 42% 17% 17% 11%

NSW 23% 25% 62% 15%NSW 51% 26% 20% 10%

VIC 18% 24% 65% 13%VIC 44% 27% 27% 17%

QLD 23% 31% 57% 7%QLD 53% 26% 25% 19%

TAS 8%42%22%16%TAS 8%16%24%52%
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State by state: Challenges
Current challenges were split across the states, with competition (NSW, VIC, WA), high costs of essential goods, government regulations (QLD, SA), and lack of skilled staff (WA, TAS) among the 
top reasons. Looking ahead five years, the same challenges are still expected among the states, although economic instability is cited by those in NSW (34 per cent) and VIC businesses  
(35 per cent) as their top expected future challenge.

Current challenges Future challenges

  Competition   Increasing competition

  High cost of essential goods & services i.e. power, fuel   More government regulations & taxes

  Government regulations/ lack of government funding   Finding skilled staff

  Lack of skilled staff   Increasing costs of essential goods & services/ logistical costs

TAS TAS28% 22% 22%18% 30%22%22%20%

WA WA30% 20% 13% 30% 30% 20% 28% 22%

SA SA17% 26% 26% 21% 25% 32% 30% 34%

QLD QLD29% 30% 30% 20% 35% 35% 23% 26%

VIC VIC32% 27% 35% 20% 32% 25% 24% 24%

NSW NSW28% 18% 17% 25% 20% 20% 24% 23%
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Visit commbank.com.au/regionalandagriinsights
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 report is published solely for information purposes and is not to be construed as advice or recommendations. This report has been prepared without taking account of the objectives, financial situation and capacity to 
bear loss, knowledge, experience or needs of any specific person who may receive this report. All recipients, before acting on the information in this report, should consider the appropriateness and suitability of the information, having regard to their 
own objectives, financial situation and needs, and, if necessary seek the appropriate professional or financial advice regarding the content of this report. The Bank believes that the information in this report 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 this report. Any opinions, conclusions or recommendations set forth in this report are subject to change without notice. The Bank is under no obligation to, and does not, update or keep current the information contained in this 
report. Any projections and forecasts contained in this report 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.  
This report makes reference to data sourced from Chi Squared in February 2018, with further interviews occurring in March 2018 and data sourced by DBM Consultants and analysis by ACA Research on behalf of the Commonwealth Bank between 
August and October 2017. All analysis and views of future market conditions are solely those of Commonwealth Bank. The Bank does not accept any liability for any loss or damage arising out of the use of all or any part of this report. Commonwealth 
Bank of Australia ABN 48 123 123 124. AFSL and Australian Credit Licence 234945.

Talk to us
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