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A 
s Australia makes admirable progress against COVID-19 Australia’s business 
leaders are naturally wondering what comes next, given strong economic 
uncertainty remains despite the health risks diminishing. An analysis of eight 
Australian champions shows that more than ever leaders should set their sights on 

a more ambitious goal than short-term survival; they should be thinking about long-term 
transformation.

Exactly a year ago we published a research report spotlighting eight Australian companies 

that delivered seven times the returns of the ASX 200 from 2013 to 2018 through dual 

transformation. This means they repositioned their core business for resilience while 

simultaneously pursuing new growth opportunities and linked these ‘dual’ efforts around 

capabilities that create competitive advantage. Listed in alphabetical order, Australia’s 

Transformation Champions were:

1. Aristocrat: the gaming machine provider and casino manager that 

branched into the growing market of social and digital gaming.

2. Caltex: traditionally focussed on fuel refining, Caltex is now 

pursuing a retail strategy including a café business with outlets not 

necessarily attached to petrol stations. 

3. Downer EDI: the mining and engineering services business acquired 

facilities management company Spotless to diversify with offerings 

in the integrated facilities management market.

4. Orora: this packaging company has entered a new market in visual 

communication solutions, providing end-to-end services from 

creative solutions right to the point of distribution. 

5. Qantas: the national carrier transformed Qantas Loyalty, its frequent 

flyer and business rewards programme, into a cash generation 

machine.

6. REA Group: this leading residential real estate portal broadened 

its remit beyond advertising by launching a portal to offer products 

such as financial services, home loans and lifestyle content.

7. Seek: this global, online employment marketplace has extended its 

footprint so it not only offers only job search functionality, but also 

provides education services. 

8. Webjet: the online travel agency (OTA) has transformed from a 

consumer-focussed business to a B2B offering by providing hotel 

room aggregation and intermediary services to other OTAs.

https://www.innosight.com/news_item/australias-transformation-champions/
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COVID-19 AND ITS IMPACT IN AUSTRALIA

A year later the COVID-19 pandemic has seen social restrictions enforced in Australia 

since late March. “This health crisis and economic crisis is a battle on two fronts,” prime 

minister, Scott Morrison, warned on March 27th, “and it is going to be waged in an 

unimaginable and unprecedented way over the next at least six months and potentially 

beyond that.”1 Since those comments were made there have been encouraging 

signs on the health front as the latest data shows Australia has flattened the curve. 

Nevertheless, more data is needed to understand this novel coronavirus and further 

outbreaks remain a risk, resulting in a requirement for intermittent use of social 

restrictions on the health front.

The other front, where the economic battle is being fought, remains shrouded in 

thick fog making it hard for policy makers to know the right moves. Mr. Morrison has 

made it clear taxpayers cannot sustain the extraordinary economic lifeline indefinitely 

and corporate leaders are worried the economy cannot handle prolonged periods of 

isolation, even if enforced intermittently.

Whatever transpires next, it is evident this period of profound uncertainty is, and will 

continue, to negatively impact the Australian markets. The ASX 200 is down 11% so far 

this year and 10% the past twelve months. What is more, when compared with a broad 

range of equity indices around the world the ASX 200 is among the worst performers. 

Consequently, there will be an inevitable increase in the number of Australian 

companies struggling to remain solvent.

In contrast, companies 

such as the Australian 

Transformation Champions 

have made moves that 

increase their resilience 

to navigate a shock of this 

nature. As a result, they 

are better positioned to 

endure this downturn. And for certain champions, namely those in industries people are 

turning toward not away from, this ‘big event’ is creating opportunities. This prompted 

us to revisit our Australian Transformation Champions a year later to understand what 

can be observed about their resilience and ability to seize opportunities.

TRANSFORMATION BUILDS RESILIENCE 

Two champions are on the economic frontline: national carrier Qantas and travel 

services aggregator Webjet. At the time of writing Qantas has stood down two-thirds 

of its 30,000-person workforce and is in receipt of a rescue package worth hundreds 

Companies such as the Australian 

Transformation Champions have made 

moves that increase their resilience to 

navigate a shock of this nature.
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of millions of dollars. This is clearly a devastating situation. However, consider how this 

situation would have played out for both Qantas and the Australian taxpayer if Qantas 

still only made money from airfares. It does not because several years before it created 

a successful and profitable loyalty business that is now helping to offset the impact of 

airfare revenues dropping close to zero. This has helped Qantas secure private funding 

at relatively favourable terms. 

The Financial Times reported this as a positive sign Qantas remains resilient, stating 

‘Analysts said the low interest rate on the A$1.05bn debt raised was a vote of confidence 

in the airline’s ability to survive.’2 Contrast this with the fortunes of domestic rival Virgin 

Australia, which has had a request for a government bailout rejected and now face the 

very real threat of airplanes being repossessed.3 Qantas’s share price is down twenty-

one percent since we published our report twelve months ago. Consider, however that 

the S&P Global 1200 Airlines benchmark is down forty percent and the resilience the 

loyalty business is creating becomes tangible. Qantas is outperforming comparable 

global peers including Air New Zealand (down 44%), Lufthansa (down 32%), and Delta 

(down 48%).4

Webjet’s story of endurance is even starker than Qantas. Twelve months ago, Webjet 

posted huge profit growth, but today the share price is down a staggering sixty-

seven percent. This is comparable to its domestic 

peer Flight Centre but represents significant 

underperformance compared to global peers such as 

Expedia where global presence helps limit downside 

exposure. The Australian Financial Review has told 

in detail the dramatic six-week story of how Webjet’s 

board and leadership secured a company-saving 

$346M from investors.5 The retail component of this 

raise was so well received that Webjet was forced to 

refund $14.5 million to eligible shareholders.6 

The research we undertook a year ago provides a clear rationale as to why investors 

have responded strongly to Webjet’s calls. We outlined a proven track record of 

successful transformation overseen by a leadership team with the strategic foresight 

to make bold growth moves. Notably this includes expanding offerings into ancillary 

services to fight off global entrants like Expedia, while simultaneously launching the 

wholesale bed bank business, WebBeds, which comprises over half the company’s 

earnings. It is not surprising that market speculation is rife its leadership team will 

prevail and Webjets share price is poised for take-off. 

Other champions further a picture of COVID-19 resilience built through transformation. 

Consider Caltex, the fuels retailer, which recently rebranded itself back to Ampol 

after US oil giant Chevron terminated its licensing agreement for the Caltex name. 
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Its share price is up five percent the past twelve months, a strong performance when 

we consider the S&P Global 1200 - Oil, Gas & Consumable Fuels benchmark is down 

thirty-four percent. This is in part explained by the past six months of takeover talks, 

although these have proven unsuccessful with Canadian firm Couche-Tard the last of 

the interested parties to formally end discussions late April given uncertainty around 

oil prices. It is also in part due to Caltex’s intent to diversify revenues away from fuels 

through convenience and cafés, some separately located to its petrol stations which 

has created a non-fuel revenue source, sustained through this pandemic due to a 

partnership with UberEats. 

REA Group, the property platform, is another champion with a share price gain in the 

past twelve months, standing at sixteen percent. It has outperformed domestic peers 

such as Domain (down 3%) and international peers such as Rightmove (up 2%). 

Speculation continues abound as to what COVID-19’s impact will be on the Australian 

property market, but investors are keeping faith in REA Group. This is due to its track 

record creating innovative features and stickiness with agents and property seekers. 

This includes virtual viewings and online auctions, as well as launching virtual reality 

property viewing back in 2016.7 Most recently REA Group unveiled ‘Pay on Sale’ 

effectively offering agents free listings worth thousands of dollars, a move agents will 

no doubt remember when the upturn comes.8

BIG EVENTS CREATE OPPORTUNITIES

Big events such as pandemics create a tough environment for most companies, but, 

as always, there are opportunities for those who think and act in the right way. Two 

champions, REA Group and SEEK, demonstrate this. They were founded in 1995 and 

1997 respectively just before the 1999-2000 dot-com bubble and crash. Today they 

have a combined market capitalisation of A$22 billion. This is a time to drive digital 

transformation, innovation, curve bending M&A and push game changing ideas.

Two champions with an opportunity to innovate through the upturn unsurprisingly are 

those with digital offerings primed to ride a key trend COVID-19 is accelerating, the 

digitalisation of life. The first is SEEK, 

the online employment marketplace, 

and aforementioned dot-com bubble 

survivor. While SEEK’s core business 

matching job seekers to jobs will 

benefit from its investments in 

AI driven matching algorithms to 

process a glut of job seekers, there 

is no escaping a sharp downturn in 
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the supply of jobs to match them to. However, SEEK has in recent years transformed 

to extend its footprint to provide education services, and crucially this means online 

courses. There is no doubt the higher education sector and its incumbent universities 

are facing existential challenges as a result of COVID-19. But this is also creating 

opportunities for non-traditional digitally driven entrants such as SEEK to offer lower 

cost pathways for people to reskill and upskill so they can find employment if they have 

been displaced by COVID-19. Higher education often sees a counter-cyclical upturn in 

adult students’ enrolments during big events like COVID-19; the nuance this time is that 

social distancing measures require it to be fully online. 

SEEK has invested hundreds of millions of dollars to offer end-to-end online education 

and careers services over the top of its core offering to match job seekers with jobs. 

In 2019 SEEK made an A$92 million investment to buy 50% of the online learning 

platform FutureLearn, founded by the Open University in the UK and an A$103M 

investment in Coursera. SEEK CEO, Andrew Bassat, said at the time “The investment 

reflects our commitment to online education, which is enabling the upskilling and 

reskilling of people and is aligned to our purpose of helping people live fulfilling working 

lives.”  Australian universities should be worried about SEEK and keep a close eye on 

its next moves. Investors agree, with SEEK’s unchanged share price the past twelve 

months outperforming all its global peers including players such as Hays (down 23%), 

Page Group (down 23%) or JAC Recruitment (down 54%).

Emerging from the last global big event, the 2008 

Global Financial Crisis, Aristocrat responded by 

transforming beyond casino-based gaming machines 

to tap into the growing market for social and digital 

gaming. Given the next big event turned out to be 

this pandemic resulting in casino foot traffic falling to 

zero while people stay at home and migrate to digital 

forms of entertainment makes this a highly prescient 

move. Without a social and digital gaming portfolio 

Aristocrat would be facing an existential threat; with 

this portfolio Aristocrat can now exploit the mass-

migration to online. 

This sustained period of social restrictions and likely on-going intermittent 

reinforcements creates a captive audience desperate to find ways to entertain 

themselves. This presents an opportunity for Aristocrat to innovate incentives that 

entice people to its social and digital games and to bolster the portfolio further through 

rapid development, acquisition, and partnerships. This opportunity is reflected by 

Aristocrat’s share price outperforming its domestic and international peers, including 

the likes of Tabcorp, Crown Resorts and Scientific Games. Its share price has fallen 
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(down 14%) but this is better than the relevant S&P Global 1200 - Hotels Restaurants 

& Leisure benchmark (down 19%). It has however still underperformed pure mobile 

gaming companies such as Zynga (up 53%) and Square Enix (up 66%), further 

reinforcing the momentum of the purely digital gaming space.

TRANSFORMATION ASIDE, LUCK PLAYS A PART

It is important to acknowledge there are two champions we have yet to reference, the 

packaging company Orora and the mining and engineering services business Downer 

EDI. Orora’s share price has seen a thirty percent decline the past twelve months, 

partly driven by a one-time special payout of A$600 million to shareholders.9 This 

performance lags behind domestic peers such as Pact Group which is down 6%, 

and international peers such as Amcor which is down 6%. The packaging industry 

is suffering from declines in global consumption, with Orora having exposure to the 

US as well as the Australian markets. While packaging for the e-commerce channel 

has seen an uplift this is proving to be more modest than hoped as demonstrated 

by the wake-up call Amazon’s first 

quarter results provided last week.10 

Regardless Orora continues to 

transform with the recent A$1.7 billion 

sale of its Australasian Fibre Business 

to Nippon Paper, leaving it to start a 

new era focused on beverages and 

general packaging.11 Despite the 

challenges Orora is resilient given 

transformations to focus on growth 

segments and become a broader 

visual communication solutions player beyond pure play packaging.

Downer EDI’s performance (down 33%) is in-line with its domestic peers but has 

underperformed its international peers such as Jacobs (up 6%) and AECOM (up 6%). 

It appears its efforts to diversify away from the commodity price fluctuations of mining 

into integrated facilities management through its 2017 acquisition of Spotless has 

not spared it from the COVID-19 downturn. This is likely due in part to the uncertainty 

surrounding the future utilisation of the facilities it manages that currently stand empty 

due to social restrictions. 

Ultimately, transformation isn’t deterministic and sometimes a company can do 

everything right and fortune doesn’t smile on them. Growth is a granular choice and 

picking the right industries matters greatly. Downer EDI’s leadership should consider 

which changes are temporal and which are permanent with regards to the facilities 

it manages as restrictions are gradually lifted. There will still be opportunities for 

innovation in the upturn. 
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CONCLUSION: YOU SHOULD HAVE STARTED ALREADY, YOU 
MUST START NOW

By revisiting our Australian Transformation Champions, a year later in the midst of 

COVID-19, we find the majority are on significantly stronger footing to navigate this 

period of uncertainty due to previous transformation efforts. This is evidenced through 

share price performances the past twelve months. At one extreme there is Webjet 

raising capital to survive. At the other is SEEK and Aristocrat with an opportunity to 

double down on growth engines in online education and digital gaming.

During a ‘big-event disruption’, such as the pandemic we are confronting, there 

are significant pressures to play it safe and to focus on today. The Australian 

Transformation Champions, and global history shows that leaders able to avoid 

succumbing to these pressures have the potential to do something remarkable. As 

Australia starts to cautiously lift restrictions this is the time for Australian business 

leaders to raise an eye from the trenches toward the horizon because opportunities are 

there. They might think they don’t have time to think about the future, but the decisions 

made today regarding what to cut, what not to cut and where to invest will determine 

future performance. These decisions need to be made consciously not unconsciously. 

There are two ways Australian business leaders can build organisational currency to 

gain alignment around an aggressive course of action.

First, be realistically optimistic. Don’t downplay the current circumstance, and don’t 

circle a date in the calendar and proclaim that’s when everything will be back to normal. 

Don’t overly catastrophize the current circumstance either. Instead show empathy for 

today’s struggle and inspire hope about tomorrow’s opportunities.

Second, seek opportunities in constraints. Just about everyone in the world is dealing 

with some kind of constrained situation. We are rapidly learning new skills, like how to 

stay alert after hours of Zoom calls or develop creative ways to keep kids occupied. It 

is a great opportunity to innovate. After all, as Plato wrote, “Necessity is the mother of 

invention.” In big and small ways role model that today’s constraints create tomorrow’s 

opportunities.

We believe every Australian company and business leader can take inspiration from 

the transformation champions this article has revisited a year later. Many of them 

are making bold moves during this downturn that will further separate them from 

competitors through the upturn. 
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