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Date:  17 February 2010 SH-9-1 
 
To: Minister of Finance 
 

AIDE MEMOIRE: QUESTIONS ON THE CRI TASKFORCE AND SCIENCE 
MACHINERY OF GOVERNMENT 

We understand you had some questions on the CRI Taskforce report and on science 
machinery of government. 
 
(1) How would you keep ownership monitoring separate under the CRI Taskforce’s 

proposed model? 
 
Under the Taskforce’s proposed model, ownership monitoring would be split into two – 
financial monitoring and non-financial monitoring. The Taskforce report suggests that 
the science entity would be responsible for both: it would provide non-financial 
monitoring itself and it would get COMU to provide it with expertise on monitoring 
financial performance, board appointments and performance management to the 
science entity.   
 
[Not relevant to release 
 
 
 
 
 
                                )] 
 
Next steps 
 
A paper at EGI on 24 February will seek Ministers’ agreement to: 
 
• The intent of the Taskforce’s recommendations (with the exception of the 

Taskforce’s machinery of government  and return on equity recommendations 
which will be considered separately); 
 

• [Not relevant to release] 
 

• [Not relevant to release] 
 

[Not relevant to release] 
 
(2) What does it mean to keep contestable funding separate if MoRST and FRST are 

combined? 
 
SSC is recommending in a paper going to CBC on 1 March that MoRST and FRST be 
combined into a single agency (which might then be combined into MED). There are 
advantages to this in reducing fragmentation and getting better policy coherence but it 
has the disadvantage that the combined entity could overly favour CRIs in the 
purchasing decisions. We think Ministers should consider whether contestable funding 
should be separated from the combined MoRST/FRST to provide extra checks within 
the system. 
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There are two ways to keep contestable funding separate. The first option is to have 
chinese walls in the combined MoRST/FRST, so that contestable funding decisions are 
made separately from long term funding decisions.   SSC is proposing this model in its 
machinery of government paper. Independent contestable funding decisions would be 
supported by a statutory requirement for the CEO to make funding decisions fairly, 
have independent advisory panels and publish clear assessment criteria for 
contestable funding. 
 
We think this might not go far enough to keep contestable funding decisions separate. 
Ministers may want to consider a second option of keeping FRST as a stand-alone 
agency. Some of FRST’s functions (long-term CRI funding, any policy functions) would 
be transferred into MoRST (or a combined MoRST/MED).  The remaining parts of 
FRST would: 
 
• allocate R&D funding to CRIs, universities and private research organisations on 

a contestable basis; and  
 
• run TechNZ and any other business R&D initiatives. 

 
The smaller FRST would be able to stay more independent from CRIs and would 
provide a check on the powers of the science entity. However, it may have critical 
mass issues. To manage this short-term we think that consideration could be given to 
it managing other RS&T and innovation funds, for example, health research funds or 
Primary Growth Partnership funding. Longer-term FRST and NZTE could either work 
together more closely, or be merged, to provide a one-stop shop for firms seeking 
business assistance and advice.  
 
Next steps 
 
SSC is only including the first option in its machinery of government paper. We have 
included a Treasury comment covering the second option.  
 
We understand the Minister of State Services will be discussing the machinery of 
government paper with you before it goes to CBC on 1 March. You may want to 
discuss the option of keeping a smaller FRST responsible for contestable RS&T 
funding and TechNZ, in the paper.  
 
You may also want to discuss:  
 
Decisions on whether the science agency should be combined into MED 
 
The paper suggests that MoRST and FRST be combined now and that a second 
phase of work would look at whether this agency should be combined with MED. We 
think that deferring these decisions means too much uncertainty for people over a 
prolonged period. We support the science agency being combined into MED in order 
to “maximise the contribution of science to innovation, with innovation being a key 
element towards economic growth” (this is the overall vision in the SSC paper driving 
the proposals for the RS&T restructure – see para 89) and suggest that decisions on 
this should be taken as soon as possible to avoid uncertainty. 
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Note that the SSC paper accepts that the FRST into MoRST proposal on its own 
would not fully achieve the vision described in para 89 (para 98), and that this proposal 
leaves open the risk of policy incoherence between FRST/MoRST and MED over the 
direction and objectives of science policy and economic development policy (para 
112). 
 
Cost:benefit analysis 
 
The cost benefit analysis for the innovation part of the paper concentrates on some 
small cost savings. The magnitude of these savings is not clear and we do not think 
these savings alone could justify the disruption and cost of change. In our view the 
benefits arise more from getting greater policy coherence, reducing fragmentation, and 
positioning science as a key contributor to economic growth. We acknowledge these 
benefits are difficult to quantify but decisions on structural change within the innovation 
sector are difficult to make based on the current cost benefit analysis.   
 
[Remainder of document not relevant to release] 
 
 
 
 
Kirsty Flannagan, Team Leader, Economic Performance Overview & Coordination, 
Dynamic Economy, [Withheld - privacy] 
 


