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Treasury Report:  CBC Machinery of Government Decisions: Science 
and Innovation 

Date: 4 March 2010 Report No:  T2010/330 

Action Sought 

 Action Sought Deadline 

Minister of Finance 

(Hon Bill English) 

Note Before machinery of government meeting with 
Ministers Ryall and Joyce Friday 5 March and 
for CBC Monday 8 March 

Associate Minister of Finance 

(Hon Simon Power) 

Note Before CBC Monday 8 March 

Associate Minister of Finance 

(Hon Steven Joyce) 

Note Before machinery of government meeting with 
Ministers English and Ryall Friday 5 March 
and for CBC Monday 8 March 

Contact for Telephone Discussion (if required) 

Name Position Telephone 1st Contact

Kirsty Flannagan Team Leader, Economic 
Performance Overview & 
Coordination 

[Withheld - privacy] [Withheld - privacy]  

Struan Little Deputy Secretary, Dynamic 
Economy 

[Withheld - privacy] [Withheld - privacy]  

 

Minister of Finance’s Office Actions (if required) 

None. 

 
 
 
 
Enclosure: No 
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4 March 2010   

Treasury Report: CBC Machinery of Government Decisions: Science 
& Innovation 

 
We understand you have asked for a toolkit for considering proposed innovation structural 
changes. Innovation structures will be considered at CBC on Monday 8 March as part of a 
wider paper on machinery of government.  
 
The option being put forward by SSC is to combine MoRST and FRST. At the same time as 
legislation is going through to make this change, there would be further work on whether to 
combine the new science agency with MED.  
 
There are three key decisions for Ministers to make: 
 
(1) Is there a case for change in science and innovation structures? 
 
(2) What is the best configuration for the science agencies (MoRST and FRST)? 
 
(3) Where should the science agency sit within the wider public sector (by itself, or with 

MED)? 
 

We think (3) is the most important decision because it has the potential to get a much greater 
emphasis on getting economic value from our public investment in R&D.  

(1) Is there a case for change in science & innovation structures? 

As outlined in the SSC CBC paper, weaknesses in the RS&T system were identified by the 
OECD in its 2007 review of the New Zealand innovation system including a fragmented 
system of government support for R&D and innovation and a lack of policy coherence. There 
has been too little emphasis on the contribution that science makes to New Zealand’s 
economic growth, and duplication of functions across MoRST and FRST. 
 
We think that there is a need for both greater policy coherence (more horizontal coherence) 
and less programme and product clutter and better implementation (better vertical 
coherence). 
 
On balance we think there is a case for structural change. Attempts have been made over a 
number of years to get better coherence and reduce product clutter using existing structures 
but these have been largely unsuccessful. We think it is likely that the benefits of change will 
outweigh the costs.  

(2) What is the best configuration for science agencies?  

The key decision for Ministers in science agency structures is whether to: 
 
• combine all of MoRST/FRST (policy, all funding types, CRI monitoring all done in one 

ministry) [SSC prefers]; or  
 
• keep the contestable funding agency separate (policy, long-term CRI funding, CRI 

monitoring done in one ministry, contestable RS&T funding in another agency) 
[Treasury prefers, included as a Treasury comment in the SSC paper]. 
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You should note that both options are disruptive and risk reducing the focus on new 
initiatives in business R&D and technology transfer. Any cost savings are likely to be small 
and should not be the main rationale for a structural change. 
 
Under both options, COMU would keep doing CRI financial monitoring.  

 
Option 1: Combine all of FRST & MoRST 

If your biggest concern is dealing with fragmentation in the science system, getting better 
RS&T policy coherence and ensuring good information flows between policy, funding and 
monitoring you should favour combining all of MoRST and FRST. 
 
This option has disadvantages: 
 
• the combined ministry could use funding tools to compensate for poor performance in a 

CRI; and 
 

• it effectively removes the ability to combine science and economic development 
delivery agencies (FRST and NZTE) later. This might be desirable to produce a “one-
stop shop” for business assistance for firms. 

 
Option 2: Combine MoRST and part of FRST, retain a separate contestable funding 
agency 

If your biggest concern is ensuring that the combined science ministry is unable to use 
funding tools to manage poor performance in a CRI you should favour: 
 
• combining MoRST with some FRST functions (policy and long term funding) and 

retaining a smaller contestable funding agency; and 
 

• looking at ways to ensure critical mass for the contestable funding agency. Adding 
some other funds, such as the Health Research Council, PGP and Marsden Fund with 
the contestable funding agency could provide a centre of excellence in contestable 
funding.  

 
A further advantage of this option is that, longer term, the agency could be combined with 
NZTE for a one-stop shop for firms to access business assistance. 

 
But you should note that this option has disadvantages, so Ministers may also want to 
consider leaving FRST as it is: 
 
• it is likely to be hard to split FRST in this way as it manages long-term and contestable 

funding together at present; and 
 

• it will be a challenge to get necessary linkages between the combined science ministry 
and the contestable funding agency to get ensure long-term funding and contestable 
funding is complementary. 

(3) Where should the science agency sit within the wider public sector?  

In our view, this is the most important decision facing Ministers. The choice is whether to: 
 
Option 1: Combine the science agency with MED 

If science and research are seen primarily as contributors to economic growth, it would make 
sense to place the science agency within MED. Combining with MED is likely to result in a 
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strong, resilient entity with ongoing capability. We understand MED is aware of this option 
and considers it would be able to take this role on if required. 
 
We recommend this option: our assessment is that MED would be capable of taking on this 
new role and it would be likely to result in a strong, resilient entity. We think the entity would 
have a strong focus on getting economic impact from science and research and on the tools 
to achieve this such as technology transfer between public research organisations and firms. 
 
As part of this option, Ministers may wish to consider strengthening the Prime Minister’s 
Chief Science Advisor office to address any concerns about a reduced focus on RS&T aimed 
at environmental or social objectives. 
 
Option 2: Keep the science agency as a stand-alone entity 

If science and research are seen primarily for their own sake, or as contributing equally to a 
number of objectives (economic, environmental, social) it would make sense to keep a stand-
alone science agency. We would see the Chief Executive appointment and the entity’s 
Statement of Intent as the main tools available to ensure a stand-alone entity had a focus on 
economic growth. 

 
Timing of MED decision 

The SSC paper suggests that the decision about combining with MED should be made at the 
end of June. We recommend this decision is made now: it is too disruptive and uncertain for 
affected people to have decisions delayed for three months. 
 
Attachments and Talking Points 

• Attached Annex 1 provides a diagram on the key decisions for Ministers; 
 
• The CBC briefing for Monday 8 March will have talking points for the discussion and 

alternative recommendations for tabling if desired. 

Recommended Action 

We recommend that you discuss science and innovation structures at CBC on Monday 
8 March. 
 
 
 
 
 
 
Kirsty Flannagan 
Team Leader, Economic Performance Overview & Coordination 
for Secretary to the Treasury 
 
 
 
 
 
 
 
 
 
Hon Bill English 
Minister of Finance 
 






