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5 March 2010 SH-11-1  

Treasury Report: Briefing for Cabinet Business Committee 8 March 
2010 

Executive Summary 

[Not relevant to release 
 

] 

 
[Not relevant to release] 
 

Recommended Action 

We recommend that you read this report prior to the Cabinet Business Committee meeting at 
4.30pm on 8 March 2010. 
 
 
 
 
 
James Beard 
Manager, Economic Performance Overview & Coordination 
for Secretary to the Treasury 
 
 
 
 
 
 
 
 
 
 
Hon Bill English 
Minister of Finance 

Title Pg Recommend Fiscal Implications ($m GST excl.) Treasury Comment 

09/10 10/11 11/12 12/13 Out 
years 

Lifting the Performance 
and Service Delivery of 
State Sector Agencies 

5/6 [Not relevant to 
release]  
consider 
Treasury’s 
alternate 
recommendation
s in place of 13-
18 (the 
numbering could 
change) 

Operating Recommend 
FRST/MoRST/MED 
amalgamation decision 
be taken together rather 
than two stage process.  

All proposals expected 
to be financially neutral 
or positive over the 
forecast period and 
positive ongoing, but 
level currently undefined. 

- - - - - 

Capital 

- - - - - 

[Remainder of section not relevant to release] 
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Lifting the Performance and Service Delivery of State Sector Agencies 

Responsible Person:  Rowena Phair (telephone: [withheld - privacy]) 

First Contact Person:  Overview Louise Lennard (telephone [withheld - privacy]) 
 
First Contact Person: FRST/ MoRST/MED proposal Jill Hartley (telephone [withheld - 
privacy]) 
 
Purpose 

1. This paper seeks Ministers’ agreement to a range of structural and non-structural 
changes to state sector agencies that will result in fewer departments overall.  We 
agree with two of the structural proposals: 
 
a. Amalgamation of New Zealand Food Safety Authority into the Ministry of 

Agriculture and Forestry 
b. Amalgamation of Archives New Zealand and the National Library of New Zealand 

into the Department of Internal Affairs. 
 

2. We have an alternative approach to the other structural proposal: 
a. Amalgamation of the Foundation for Research, Science, and Technology (FRST) 

into the Ministry of Research, Science, and Technology (MoRST) - with 
investigation of further potential restructuring into the Ministry of Economic 
Development (MED) (see the specific comments below) 

 
3. Key issues are:  

 
a. the specification of the expected financial and performance benefits 
b. the justification for the proposed changes 

 
Comment 

4. Potential savings from structural change are unproven – One of the main drivers 
for these structural changes is savings through economies of scale and scope.  Once 
fuller consultation happens and before the actual mergers take place, we should have 
clear specification of the expected costs and benefits (financial and service delivery) 
and how the longer-term expected financial gains will be captured.   
 

5. Trade offs between opportunism and highest priorities for change – The proposed 
structural changes leverage off opportunities: chief executive vacancies, chief 
executive terms finishing, and policy review.  The proposals have not been driven by 
where you would achieve the greatest gains.   

 
6. Reduced fragmentation is not costless – Combining agencies with overlapping 

areas of responsibility or closely related outputs should lead to positive service delivery 
benefits.  These cannot be defined until there has been further consultation with 
affected agencies.  Structural change always creates uncertainty and questions (from 
staff directly affected and sector interest groups) about the process of change and what 
further structural changes are being considered.  In the short term, structural change 
can lead to temporary output delivery issues that need to be managed.   

 
7. Consistent with our prior advice, structural levers should not be the first response 

to performance or policy issues.   
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Specific Comments on FRST/ MoRST/MED proposal  

Contact person: Jill Hartley (telephone [withheld - privacy]) 
 
The SSC’s proposal to restructure the RS&T a gencies and Treasury’s alternative proposa l 
are contrasted in the table below. 
 
SSC proposal Treasury proposal (included as a Treasury 

comment in the paper) 
• MoRST / FRST combined 
 
      Functions: 

• MoRST and part of FRST (long term 
funding & policy) combine with MED 

     Functions: 
− All CRI long term funding − Same 
− All science policy − Same 
− All contestable funding − Retain (smaller) F RST for conte stable 

funding, consider a dding HRC, P GP 
and possibly NZTE later   

− Ownership & non-financial monitoring − Same 

• COMU – financial monitoring role • Same 

• Consider whether to combine 
MoRST/FRST entity with MED over next 
few months 

• Make decision at the same time on 
whether to combine MoRST and part of 
FRST with MED 

 
 
There are three key decisions for Ministers to make: 
 
(1) Is there a case for change in science and innovation structures? We think there is 

a case for change: there are too many agencies and a lack of coherence. 
 

(2) What is the best configuration for the science agencies (MoRST and FRST)? If  
your biggest concern is dealing with fragmentation in the  science system, support t he 
SSC option.  If your biggest concer n is ensurin g that the c ombined science ministry 
cannot use funding tools to manag e poor perfo rmance in a  CRI, suppo rt the Treasury 
option by tabling the attached alternative recommendations. 

 
(3) Where should the science agency sit within the wider public sector? (by itself, or  

with MED) If science a nd research  are seen primarily as contributor s to econo mic 
growth, it would make sense to p lace the science agency within MED. We recommend  
this option to get a strong focus on getting economic gain from our public investment in 
R&D. The alternative is to keep a stand-alone science agency working fo r science and 
research for its own sake, or as a contribution to a number of objectives. 

 
The decision about MED should be made now to avoid prolonged uncertainty. 
 
Treasury Recommendation 

8. We recommend that you support recommendations in this paper relating to all but the 
FRST/MoRST/MED merger (currently 13-18).  
 

9. In relation to the FRST/MoRST/MED merger, we recommend Ministers consider the 
option of keeping contestable funding structurally separate from other science and 
innovation functions. We also recommend that decisions on merger with MED be made 
at the same time as other structural decisions. Alternative recommendations for these 
matters are attached for tabling.  

 
[Next seven pages not relevant to release] 
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Alternative Recommendations for MoRST/FRST/MED merger in the Lifting the 
Performance and Service Delivery of State Sector Agencies Paper 

Alternative Recommendations for MoRST/FRST/MED merger 
 
Treasury re commends Ministers consider replacing reco mmendations 13-18 in t he paper  
with: 
 

Agree that  contestable research,  science a nd technolo gy funding should be kept  
structurally separate from other science and innovation functions; 
 
Agree that decision s o n amalgamation of the  functions of MoRST, F RST and MED 
should be made together to avoid prolonged uncertainty; 
 
Direct SSC, in consult ation with Treasury a nd DPMC,  to provide i nformation and 
recommendations to Cabinet on 15 March to action the recommendations above. 

 


