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About AIIA  

The Australian Information Industry Association (AIIA) is Australia’s peak representative body and 

advocacy group for those in the digital ecosystem. AIIA is a not-for-profit organisation that has, 

since 1978, pursued activities to stimulate and grow the digital ecosystem, to create a favourable 

business environment and drive Australia’s social and economic prosperity.  

AIIA does this by: providing a strong voice on policy priorities and a sense of community through 

events and education; enabling a dynamic network of collaboration and inspiration; and curating 

compelling content and relevant information. 

AIIA’s members range from start-ups and the incubators that house them, to small and medium-

sized businesses including many ‘scale-ups’ and large Australian and global organisations. We 

represent global brands including Apple, Adobe, EMC, Deloitte, Gartner, Google, HP, IBM, Infosys, 

Intel, Lenovo, Microsoft and Oracle; international companies including Optus and Telstra; national 

companies including Ajilon, Data#3, SMS Management and Technology and Technology One. While 

AIIA’s members represent around two-thirds of the technology revenues in Australia, more than 90% 

of our members are SMEs.  

Our national board represents the diversity of the digital economy; more detailed information is 

available on our web site.  

Comments  

Overview 

AIIA welcomes the opportunity to comment on the draft guidelines relating to the R&D Tax 

Incentive and software development.  This is proving to be an area of confusion for many of our 

members, in particular how the criteria are applied by AusIndustry.   

Based on the current tone and wording of the document almost no software development activity 

would qualify as R&D.  This is a major concern given that our economy will be increasingly reliant 

on technology driven innovation.  

Our key concern with the current draft is that it does not provide the practical guidance that our 

members are looking for.  The focus is on what R&D is not, rather than clear guidance that 

demonstrates how AusIndustry applies the legislation to software development and the criteria that 

is used. In our view it would be more helpful if the guidance set out the basic principles of 

interpretation and worked through a number of case studies (drawn from actual claimants) that 

demonstrated for a given ‘project’, both eligible and ineligible core and supporting R&D activities.  

The current draft guidelines do not demonstrate an understanding of the software development 

process. 

All software development is not the same, notwithstanding that the same or similar software ‘tools’ 

are used.  The ‘creative’ element of software development that drives innovation comes from the 

imagination/uniqueness in the development process.  When dissected, this includes, amongst other 

things, the solution architecture(s), the coding language and development environment, available 

libraries and interfaces with other applications. These combine, ideally, to deliver new knowledge 

in the form of a new functionality.   

The fact that software developers use the same or similar coding languages (SQL, Java, C++, etc.), 

developer tools (compilers, debuggers, trackers, etc.) and/or methodologies (agile, waterfall, spiral 

etc.) does not preclude R&D.  Rather, R&D eligibility should be assessed in context of the unknowns 

being addressed and the new knowledge being sought, not the tools or the methodologies 

employed.   

Take for example development by Tesla of the driverless car.  A range of software designs, tools 

and methodologies would have been used to achieve the end solution.  Indeed, dissecting the 

driverless car project (the overall project) would likely reveal many R&D activities at various stages.  
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The knowledge of how this has been achieved may or may not be in the public arena.  Even if the 

broad knowledge is in the public arena, this does not preclude someone else using completely 

different techniques (languages, architectures, tools, etc.) from developing a driverless vehicle 

which equally and legitimately makes R&D claims. While the same broad ‘outcome’ might be 

achieved in both instances, R&D could legitimately be claimed in both cases. In the second instance 

this could be on the basis that software design/architecture sets etc are themselves innovative  - 

and deliver new knowledge in the field of software development or the produce itself is improved 

because of new knowledge related to functionality/quality etc. This is akin to the manufacturing 

process where new knowledge results in an improved, more efficient, or effective solution – as a 

result of proven R&D.   

The flaw in the current guidance material is that it assumes that because there are standard 

software sets, tools and processes that R&D is unlikely.   The claim that software development 

activities can pose a challenge to the self-assessment of eligible activities under the R&D Tax 

Incentive because the process of developing software is superficially similar to the process of 

performing experimental research and development is both simplistic and naïve of how the 

software development process works.   

Using another analogy - mining, R&D has been recognised in respect of different mining 

methodologies/techniques/processes.  While all result with (simplistically) a hole in or under the 

ground with something being extracted, this does not preclude that R&D may have resulted in each 

case.  Different mining techniques might use the same or similar equipment, tools or processes – but 

how these are configured or applied, how the mine is designed and constructed might be totally 

different. In each instance however, new knowledge which ultimately improves extraction, product 

or process efficiency, quality etc. can be achieved. And in each instance, R&D can be recognised.   

The same high level principles apply to software development – the language, tools and processes 

may be similar – but innovation may lie in the design, architecture, or even code configuration to 

create new knowledge. Like other industries, these innovations can have ‘spill over’ benefits across 

a broad range of new technology developments and applications.   

The assumption regarding access to ‘existing knowledge’ is flawed 

The assumption in the guidance material that all software developers have equal access to 

‘knowledge’ is also flawed.   This would assume that everyone has equal expertise and equal access 

to source code of every technology and application developed.  

While it is reasonable to expect R&D software developers undertake the same rigorous process 

required of other R&D claimants in demonstrating that their R&D is intended to generate ‘new 

knowledge’, it cannot be assumed that such information is either available or accessible. 

We note that large companies with deep resources and broad networks (including internationally) 

may have better access to knowledge and expertise – resources and ability to access knowledge not 

available to start-ups or even small and medium sized organisations undertaking R&D. These 

organisations can (and should) research the public domain in relation to their claimed uncertainties 

and new knowledge. However assuming that this knowledge is available because a similar level of 

functionality seems to have been achieved elsewhere is flawed. 

The guidance material assumes that because certain functionality exists (a specific outcome is 

achieved), there is no evidence of R&D because the knowledge is not new.  This assumption is 

incorrect.   

Principled based approach is recommended  

It is for the reasons outlined above that we strongly recommend the guidance material adopt a 

more principled based approach, supported by real world, private sector examples. Hypothetical or 

academic examples are of little use to our members - they do not reflect real world R&D and the 

business practices that support it. This is a major shortfall of the current material.  

To be meaningful, guidance material needs to include case studies that detail, for example:  



 the software development project 

 the core and support R&D activities within the project 

 the ineligible activities within the project 

 project documentation  

 R&D documentation including both the R&D Registration application and underlying 

supporting documentation.  

AIIA would be happy to work with AusIndustry to coordinate a number of sessions with our members 

to inform the development of these principles and to document real case studies, with details 

including:   

 How did the company identify potential R&D activities? 

 How did the company determine which activities qualified as core or support activities? 

 Which were eligible/ineligible? 

 How did the company document the R&D activities? 

 How did the company describe the R&D activities in the R&D Registration application? 

 What records did the company keep to support the claim? 

Conclusion 

We recommend against releasing this new guidance in its current form.  It is our view that the 

material would greatly benefit from AusIndustry working more closely with industry to better 

understand the software development process and in turn, structure the guidance material to 

include ‘real life’ case studies. We think this would also help AusIndustry assessors better 

understand the concept and application of R&D in a technology context.  

 


