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With companies and politicians invoking innovation to strengthen their position in the market, 
Terem Technologies has analysed Australia’s top 100 companies to establish whether claims of 
innovation boost a company’s bottom line.

We looked at the ASX100 over the short, medium and medium-to-long term analysing the 
companies’ public innovation infrastructure, including innovation labs, venture capital funds, 
collaboration with universities, patents filed, and board composition. We also looked at their 
shareholder-focused rhetoric around innovation, by analysing annual reports, including 
accounting for innovation on financial statements, and shareholder-focused press releases. 

We found that a public commitment to innovation is not being rewarded by shareholders: 

• Companies which communicated a large innovation footprint did not out-perform companies 
which did not

• Companies which do produce tangible innovation results are rewarded even when they do not 
trumpet innovation

• Shareholders are not rewarding “innovation by press release”

These findings point to a deep market scepticism around innovation activities which are not 
backed by tangible outputs.

1. WHEN INNOVATION IS JUST HYPE

A SNAPSHOT OF THE ASX100’S INNOVATION PROFILE

Of the ASX100

only 23% have a venture fund 69% account for innovation  
(or something related, like technology)

But even the companies which have all the trappings, including 
an innovation lab, a venture fund and an innovation-related 
budget ring-fenced on the balance sheet are not being 
rewarded by the share market.

less than 41% have a publicly  
announced innovation lab
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2. SHAREHOLDERS ARE WISE TO “INNOVATION BY PRESS RELEASE”

Business is desperate to innovate. Those that can’t, don’t or won’t innovate see themselves at the edge 
of an abyss called ‘disruption’. Shareholders are aware of this risk to established companies however 
they are increasingly sceptical of innovation claims.

The top eight companies on the ASX100 all account for innovation in their annual reports and nearly 70 
of the 100 account for innovation or something related (e.g. R&D or technology) in their annual reports.  
But over the periods we measured of one, three and five years, our analysis found no relationship 
between public innovation activities and company share-price. 

Innovation has lost its power as a marketing tool. For consumers, the sway of innovation over 
purchasing decisions has been declining since 20101. Now it looks like shareholders are also becoming 
sceptical about innovation rhetoric. 

1.  http://www.marketingprofs.com/opinions/2015/27719/what-customers-really-
think-about-innovative-companies

2. https://www.cbinsights.com/blog/venture-capital-exit-timeframe-tech/

Rio Tinto (RIO), battered by the end of 
the commodities boom, is grasping 
at innovation straws. RIO insistently 
hammers home the innovation mantra. 
Over the past five years Rio Tinto has 
issued 657 press releases mentioning 
innovation. It has an internal innovation 
lab, a program of collaboration with 
universities, singles out innovation on 
its financial statements and talks about 
innovating in its annual report. But 
shareholders aren’t buying it – literally. 
RIO’s shareprice has gone backwards 
in that time. A challenge of the kind RIO 
faces requires genuine innovation and 
RIO shareholders appear to have little 
faith in the company’s ability to deploy 
innovation to pivot from the mining boom 
to the ideas boom.

Commbank (CBA), with the second 
highest number of press releases 
invoking innovation, has more or less just 
tracked the market over the same time 
period, whereas Amcor (AMC), our third 
place “innovator by press release” with 
less than half of Rio Tinto’s mentions,  
has outperformed considerably.

3. RESULTS ARE ALL  
THAT MATTERS

NO AMOUNT OF PRESS RELEASES CAN TRUMP 
MARKET FORCES

RIO vs ASX    Releases = 657

PERFORMANCE AGAINST ASX200 OVER A 5 YEAR PERIOD
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http://www.asx.com.au/asx/research/company.do%23%21/RIO
http://www.asx.com.au/asx/research/company.do%23%21/CBA
http://www.asx.com.au/asx/research/company.do%23%21/AMC
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ASX Code Company Sector
Number of press releases  
over 5 years

RIO RIO Tinto Limited Materials 657

CBA Commonwealth Bank of 
Australia Financials 599

AMC Amcor Limited Materials 298

BEN Bendigo And Adelaide Bank 
Limited Financials 277

ALL Aristocrat Leisure Limited Consumer Discretionary 203

AMP AMP Limited Financials 186

ANN Ansell Limited Health Care 165

ORI Orica Limited Materials 124

WBC Westpac Banking Corporation Financials 90

MPL Medibank Private Limited Financials 86

TOP 10 “INNOVATORS BY PRESS RELEASE”

HOW THE BIG FOUR BANKS COMPARE ON INNOVATION CLAIMS

Code Company 
Name

Innovation 
Lab

Venture 
Fund

Research 
Collaboration

Patents  
total

Technology/
Innovation 
Accounted 
for

Innovation 
mentioned 
in annual 
report

Innovation 
press 
releases

CBA
Commonwealth 
Bank of 
Australia

Yes No Yes 35 Yes Yes 591

WBC
Westpac 
Banking 
Corporation

Yes Yes Yes 11 Yes Yes 90

ANZ

Australia And 
New Zealand 
Banking Group 
Limited

Yes No Yes 48 Yes No 8

NAB
National 
Australia Bank 
Limited

Yes Yes No 3 Yes Yes 50

“Innovation announcements will not drive market forces. A percentage of 
their revenue needs to be invested to keep companies viable in the future.  
It is too much to expect an impact on share price for what should be 
business as usual if companies want a competitive future.”  
- Phil Kerrigan, former CEO of Fujitsu Australia, TEC Chair
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INNOVATION LABS

Innovation Lab Innovation Labs by ASX100 Ranking

The higher a company was on the ASX100 ranking, the more likely it was to have an innovation lab, though 
having an innovation lab did not appear to have an effect on annualised returns to shareholders. 
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4. THE MOST INNOVATIVE COMPANIES AREN’T TALKING ABOUT IT

In 2007 the innovation band-wagon was not yet overloaded. An analysis found that shareholders 
rewarded big project announcements and were keen to get on board early3. Sood and Tellis found 
that “returns to development activities are highest and those to commercialisation the lowest of all 
activities”.

The fact that development activities in the form of labs or VC funds are not currently moving the 
market points to a deep scepticism of innovation claims. Perhaps innovation intentions are now 
assumed, or perhaps cynical investors now consider them just marketing.

Even across the small pool of the ASX100, there are markedly different 
approaches to publicising innovation. Notably, the companies most known for 
producing innovation aren’t the ones who talk most about it. 

Cochlear (COH), an Australian case-study innovator, named by 
Forbes Magazine as one of the world’s most innovative companies4, 
does not account for innovation at all in its annual reports, has no 
lab and no VC fund. Innovation is table stakes for a company like 
Cochlear, which is one of the biggest patent filers of the ASX100.

3.  https://www.researchgate.net/publication/220659299_Do_Innovations_Really_Pay_
Off_Total_Stock_Market_Returns_to_Innovation

4. http://www.forbes.com/lists/2011/most-innovative-growth-companies.html 

http://www.asx.com.au/asx/research/company.do%23%21/COH
https://www.researchgate.net/publication/220659299_Do_Innovations_Really_Pay_Off_Total_Stock_Market_Returns_to_Innovation
https://www.researchgate.net/publication/220659299_Do_Innovations_Really_Pay_Off_Total_Stock_Market_Returns_to_Innovation
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5. ASX100 BOARDS – GEARED FOR INNOVATION?

Top companies, on average, had around a quarter of their board composed of people with an 
educational background in a field typically associated with innovation (e.g. science, technology, 
engineering or maths). 

However some of Australia’s most innovative companies, like Seek (SEK), whose board has a 100% 
business background, and Healthscope (HSO) had no STEM-trained board members at all. 

In an earlier Terem 
Technolgies report Against 
All Odds: The Unexpected 
Paths Of Female Tech 
Entrepreneurs we found that 
STEM experience is not core 
to innovative leadership. While 
STEM skills are crucial for 
Australia’s wider economic 
success, we must be careful 
not to cripple ourselves by 
focusing on it to the exclusion 
of other qualities particularly 
when it comes to building 
exceptional businesses.

Only 19% of our sample had a STEM background and only 
4% were from computer science backgrounds. But 41% had a 
degree in Business, Commerce or Economics.
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Against All Odds: The Unexpected Paths of Female  
Tech Entrepreneurs, Terem Technologies 2015

http://www.terem.com.au/female-technology-entrepreneur-study
http://www.terem.com.au/female-technology-entrepreneur-study
http://www.terem.com.au/female-technology-entrepreneur-study
http://www.terem.com.au/female-technology-entrepreneur-study
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6. INNOVATION TAKES TIME

While venture funds and labs aren’t necessarily new, it is only in the past few years that innovation 
labs, corporate venture funds and innovation itself has gained so much attention and corporate 
focus. Truly new and innovative ideas take time to create real value. The average venture backed 
tech startup takes 4.2 years to exit the market5. Publicly listed companies must expect a similar 
time horizon, as shareholders hang back to see if innovation activities are more than just marketing. 
Companies who want to realise a dividend from innovation before they are able to release a result 
will have to show that they are doing more than just lip-service.

5. https://www.cbinsights.com/blog/venture-capital-exit-timeframe-tech/

Note from Scott Middleton,  
CEO of Terem Technologies 
 
Innovation can take many forms, but ultimately it is about adding or capturing additional value for 
shareholders that would not have been realised simply by going about business as usual. The OECD 
defines four types of innovation: product innovation, process innovation, marketing innovation and 
organisational innovation. All of these forms are important and the activity can add value or be 

measured in different ways. But as the hype around innovation grows, the temptation to push an empty innovation 
barrow increases. Companies begin to fool themselves, though they’re clearly not fooling shareholders. 

Innovation is key to ensuring long-term success for companies and society. Finding new markets to replace or 
supplement current markets is essential for dealing with change and market downturn. If we begin to believe our own 
hype, useful innovation will grind to a halt. We hope that this report will provide a timely reality check to the worst of the 
rhetorical innovators.

The study shows just how important it is to deliver commercial outcomes and is a nice reminder for those engaged in 
innovation groups or activities of the need to move the needle. 

We’re looking forward to building on the study, potentially expanding the study’s scope and size.

About Terem Technologies
Terem Technologies helps organisations deliver technology innovation. Terem has developed new products and 
platforms that drive value for large enterprises such as Fairfax and the NSW Government, to mid-market firms like  
Class and Everlight Radiology, to startups like Workible. 

Terem looks to build long-term relationships with its clients, focusing on becoming an extension of the team,  
with a view to injecting new ideas and helping deliver more, faster.
 
www.terem.com.au

www.terem.com.au

