
 
 

Science and Innovation Briefings on Budget 2018, 2 November 2017 – 15 
May 2018 

This public release contains all Science and Innovation briefings on Budget 2018 that were sent 
between 2 November 2017 and 15 May 2018. 

There are a number of annotations throughout the briefings, intended to help provide some 
clarification for the reader. Below are the basic themes of those annotations. 

Bilateral partnership with Singapore 

- In briefing 0758 17-18 “Budget 2018 and your investment priorities”, there is reference to 
funding to enable international science cooperation with Singapore as a cost pressure. 
However, this is not a reference to a ‘cost pressure’ as defined by the Treasury, but rather 
reflected MBIE’s advice that the initiative was a priority that demanded urgent action. 

Changes to funding requested 

Refinement of budget bids and negotiation around budget bid costs is a natural part of the 
Budget process. Below are a list of initiatives for which the funding changed throughout the 
briefings. 

- Bilateral partnership with Singapore 
- The R&D Tax Incentive 
- The National Research System (NRIS) 
- The Centre of Digital Excellence. 

Unsent letters 

- There are several letters annexed throughout the Budget 2018 briefings. These include 
letters that were never sent by the Minister. Annotations have been provided to indicate 
which these are. 

A complete list of the documents is as follows: 

 Briefing Number Briefing Name Date 

1.  0758 17-18 Budget 2018 and your investment 
priorities 

2 November 2017 

2.  1038 17-18 Budget 2018: Advice on the Research, 
Science and Innovation Fiscal 
Strategy   

1 December 2017 

3.  1427 17-18 Cost Pressure Budget Bids 2018 8 December 2017 



 
 

 Briefing Number Briefing Name Date 

4.  1293 17-18 Baseline review and opportunities to 
align the Research, Science and 
Innovation portfolio with Government 
priorities 

18 January 2018 

5.  1773 17-18 Budget 2018 - Draft Manifesto Bids 
and Baseline Review Letters 

26 January 2018 

6.  1905 17-18 Budget 2018 – Advice for your 
meeting with the Associate Minister 
of Finance Hon David Clark 

9 February 2018 

7.  2090 17-18 Budget 2018 – Reprioritisation and 
advice for your second meeting with 
the Associate Minister of Finance Hon 
David Clark 

23 February 2018 

8.  2398 17-18 Budget 2018 – Draft letter on 
reprioritisation to the Associate 
Minister of Finance Hon David Clark 

7 March 2018 

9.  2490 17-18 Budget 2018 - Factsheet to support 
your Ministerial Budget meetings 

16 March 2018 

10.  2716 17-18 Budget 2018 – Information on Budget 
Ministers’ near-final Budget package 

29 March 2018 

 



 

 

 

 
 

BRIEFING 

Budget 2018 and your investment priorities 

Date: 2 November 2017  Priority: 

 

High 

Security 
classification: 

Budget - Sensitive Tracking 
number: 

0758 17-18 

 

Action sought 

 Action sought Deadline 

Hon Dr Megan Woods 
Minister of Research, Science & 
Innovation 

Note the contents of this briefing for 
discussion with MBIE officials. 

As your timetable 
permits. 

 

Contact for telephone discussion 

Name Position Telephone 1st contact 

Dr Peter Crabtree 
General Manager, Science 
Innovation & International  

� 

Richard Walley Manager, Innovation Policy  

Scott Russell 
Policy Analyst, Innovation 
Policy 

04 901 1408  

  

The following departments/agencies have been consulted 

None. 

 

Minister’s office to complete:  Approved  Declined 

  Noted  Needs change 

  Seen  Overtaken by Events 

  See Minister’s Notes  Withdrawn 
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BRIEFING 

Budget 2018 and your investment priorities 

Date: 2 November 2017 Priority: High 

Security 
classification: 

Budget - Sensitive Tracking 
number: 

0758 17-18 

Purpose  

To provide you with background information for a discussion regarding your investment priorities 
for Budget 2018.  

Executive summary 

Funding is a significant government lever for influencing the Research Science & Innovation 
(RS&I) system. As Minister of Research, Science & Innovation, securing government funding for 
the RS&I system as part of the annual budget process is vital for developing a world-class RS&I 
system in New Zealand.  

However, we recognise that the short-term fiscal situation is constrained and that you will need to 
discuss priorities with your colleagues. Therefore, we would like to discuss which of your manifesto 
policies you wish to prioritise in Budget 2018. 

The Government has recognised the importance of expenditure in the RS&I system by committing 
to a target of increasing R&D expenditure to 2% of GDP over the next ten years. In order to put 
New Zealand on a trajectory towards achieving this target, new investment in the RS&I sector 
should preferably begin early. 

A number of Government pre-election commitments will affect the shape of the RS&I package for 
Budget 2018. The most significant of these initiatives is the proposed R&D tax credit.

There are also a number of cost pressures which we recommend you consider addressing in 
Budget 2018. These include addressing the underfunding of the Measurement Standards 
Laboratory, funding for a National Research Information System, and providing the funding needed 
to enable negotiations on an Enhanced Partnership Agreement with Singapore to proceed.  

Beyond these areas there are also a number of other opportunities to create positive impacts in the 
RS&I system.  

We would like to discuss your initial views on these potential budget initiatives and seek an 
indication of your preliminary investment priorities for Budget 2018. 
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Recommended action  

The Ministry of Business, Innovation and Employment recommends that you:  

a Discuss the content of this briefing with officials  

 

Dr Peter Crabtree 
General Manager, Science, Innovation & 
International 
Labour, Science & Enterprise, MBIE 
 
02 / 11 / 17 

 
 
Hon Dr Megan Woods 
Minister of Research, Science & 
Innovation 
 

..... / ...... / ...... 
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Background 

1. In our initial briefing to you we indicated that we would like to discuss your investment 
priorities and plans for Budget 2018.  

2. This briefing provides you with information on the role of expenditure in the research, science 
and innovation (RS&I) system, and a high-level summary of potential Budget priorities.  

The role of public expenditure in the Research, Science & 
Innovation System 

3. The RS&I system includes the interactions that occur in the production, sharing, and use of 
new knowledge. It includes researchers, research institutions, businesses, entrepreneurs, 
Māori, communities, international actors, and local and central government.  

4. Government has many levers to influence the broader environment for RS&I, including 
regulation, competition and inputs, such as skills and capital. These levers differ by industry, 
market and sector.  

5. The most significant lever available to government for shaping and influencing the RS&I 
system is funding. As Minister of Research, Science & Innovation, you can indirectly 
influence other Ministerial portfolios which impact the RS&I system, but you have more direct 
control over the size and distribution of funding throughout the RS&I system. Securing 
government funding as part of the annual Budget process is important for the following RS&I 
inputs:  

a. Direction setting - Government’s involvement in the research, science and innovation 
system creates significant influence over the direction of the system.  

b. Direct funding – for strategically important research, science and innovation activities 
and infrastructure. 

c. Institutions – Government is responsible for supporting key institutions in the RS&I 
system such as Crown Research Institutes (CRIs) and Callaghan Innovation.  

d. Information provision - Government has a role in funding the collecting and sharing 
information to support good decision-making. 

6. We recognise that the short-term fiscal situation is constrained and that you will need to have 
discussions with your colleagues regarding how much funding will be prioritised for RS&I and 
how quickly you will be able to achieve your targets. As such we would like to discuss which 
of your manifesto policies are of the greatest immediate importance for you going into Budget 
2018.  

Increasing R&D spending to 2% of GDP over ten years 

7. Economy-wide R&D expenditure was $3.2b in 2016 (1.26% of GDP), with around 55% 
funded by the private sector, and 45% by the government. 

8. The Government has proposed to raise economy-wide expenditure to 2% of GDP over ten 
years. Since GDP is likely to continue growing, this requires significant and sustained 
increases in R&D investment. We estimate that economy-wide R&D investment would need 
to increase by $4b from a projected $3.7b in 2018 to around $7.7b in 2028. 

9. Plausible scenarios to achieve this require the majority of growth to come from the private 
sector. Assuming the private sector’s contribution gradually rises to 60% of R&D investment, 
this would provide around $2.5b of the total increase needed. 
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10. The balance of $1.5b would need to come from public investment. This would mean average 
annual increases in public research, science and innovation spending of $150m each year 
for ten years. 

 

11. Some portion of this public investment increase would occur through the R&D Tax Credit 
mechanism if this were in place. For illustrative purposes, we estimate that a 12.5% Tax 
Credit would mean a fiscal cost of around $500m per annum in 2028 under this scenario. 

12. Whether the public backing for business R&D support is mostly in the form of an R&D tax 
credit, or R&D Grants, or a combination of both for some period of time, there will still need to 
be further investments in other publicly funded R&D. 

13. A significant amount of the lift in R&D spending needs to come from the business community 
in the form of increased private and business expenditure on R&D. New Zealand’s Business 
Expenditure on R&D (BERD) in 2016 was 0.64% of GDP, well below the OECD average of 
1.65% of GDP.  

14. Government investment in publicly funded R&D can stimulate further increases from the 
private sector into BERD. This stimulus can be direct, such as government funding Business 
R&D with grants or tax credits. However the stimulus can also be indirect, such as signalling 
to businesses that the Government is committed to supporting R&D expenditure and the 
wider RS&I system. However, these stimulus effects can take time to occur as:  

a. businesses readjust their R&D plans,  

b. more researchers and scientists are trained, 

c. greater interest and confidence from overseas partners builds, and 

d. new technologies and markets develop.  

15. Significant investment in the RS&I system should preferably begin early and be part of a 
longer term fiscal plan which maintains momentum and line of sight of the trajectory needed 
for achieving R&D expenditure at 2% of GDP over ten years. Note the required growth 
trajectory modelled below in order to meet the target.  

1.3% GDP

2% GDP

$2 bn

$4 bn

$6 bn

$8 bn

$10 bn

2018 2028

Growth in R&D spending to meet the 2% target

Privately-funded R&D

Publicly-funded R&D
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16. You published a fiscal plan for implementing your policies before the election. In your pre-
election fiscal plan the following amount was budgeted for implementing an R&D tax credit: 

 

17. The amount of funding available in the existing R&D grants programme including R&D 
Growth Grants, Project and Student Grants, which may overlap with the R&D tax credit, is 
currently:  

 

18. 

19. While all of the commitments in the Government’s manifesto will have fiscal impacts, the 
magnitude and timing of these impacts will vary.  
 

$2 bn

$4 bn

$6 bn

$8 bn

$10 bn

2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028

R&D growth trajectory to meet the 2% target 

Privately-

funded

R&D

Publicly-

funded

R&D

 2018/19 2019/20 2020/21 2021/22 4 Year Total 

12.5% R&D 
Tax Credit 

$100m $200m $250m $300m $850m 

 2018/19 2019/20 2020/21 2021/22 4 Year Total 

R&D Growth 
Grants 

$153.9m $161.4m $169.2m $172.8m $657.3m 

Project and 
Student 
Grants   

$37.5m $37.5m $37.5m $37.5m $150m 

Total $191.4m $198.9 $206.7 $210.3 $807.3 
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Government pre-election commitments 

20. We would like to discuss with you which of the following initiatives are priorities for Budget 
2018 and which you would like to receive further advice on first.   

Introducing an R&D Tax Credit 

21. The Government committed to implementing an R&D tax credit of 12.5% for R&D done 
within New Zealand. 

22. The amount of new funding required for a tax credit will depend on the design, timing and 
implementation. These matters should be considered in the context of broader innovation 
policies to achieve the Government’s goal of lifting R&D to 2% of GDP. This includes its 
interaction with public science investments and commercialisation, and broader industry and 
skills policy [we provide further advice on these issues in briefing 0797 17-18]. 

23. The size of the costs will also be affected by any savings from cancelling other expenditure 
such as winding down or reducing parts of the R&D Grants Programme as part of 
implementing the R&D tax credit. 

24. We recommend considering a contingency budget bid in Budget 2018 which would be drawn 
down in the case of an R&D tax credit being available for businesses within the 2018/19 
financial year.  

Creating a Centre of Digital Excellence in Dunedin 

29. The Government committed to establishing a Centre of Digital Excellence (CODE) to support 
the development of software firms in Dunedin. This would involve building on existing gaming 
and digital businesses and academic centres. The CODE would have three main elements: 

a. a new Chair of Computer Gaming at Otago University 

b. an incubator space for that includes a motion-capture studio, access to publishing 
software and mentorship programmes 
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c. a funding pool administered by private industry aimed at attracting young talent to the 
industry with post-school digital pathways and scholarships.  

30. Your pre-election fiscal plan budgeted for the CODE to receive $10m over three years. It also 
indicated that this would be funded through the new Regional Development Fund. MBIE is 
also the lead agency for the Regional economic development portfolio.  

Cost pressure initiatives 

31. There are a number of cost pressures across the RS&I system which we recommend you 
consider addressing in Budget 2018.  

Addressing underinvestment in the Measurement Standards Laboratory 

32. The Measurement Standards Laboratory (MSL) is New Zealand’s national measurement 
science institute and is internationally recognised as the official state measurement 
standards agency.  

33. Measurement science (metrology) enables many aspects of a modern, competitive economy 
and delivers clear social and economic benefits in trade, engineering and social activities. 
Regulators, businesses, scientific, and consumer communities all rely on MSL’s services.   

34. MSL has had a fixed baseline of $5.7m for the past ten years, and is currently operating at a 
minimum viable standard. International recognition of New Zealand’s metrology system is 
essential for ongoing trade and for the export of New Zealand products. Without additional 
investment MSL will be unable to continue to provide metrology services, which would 
compromise New Zealand’s ability to continue to trade and export.  

35. Our initial estimate is that addressing underinvestment and building MSL’s resilience will 
require approximately $8m - $10m over four years in increased capital and operating 
expenditure.  

National Research Information System (NRIS) 

36. Investing in improved data helps ensure that increased public investment in RS&I delivers 
maximum benefits to New Zealand. Currently, researchers, investors and institutions trying to 
find information about research (for example how a project was funded, who is working in a 
particular field such as child poverty or climate change, how much government spends on a 
particular area, or even what research outputs have been produced) can invest a lot of time 
and effort for incomplete results.  

37. NRIS will be an information hub developed with the RS&I sector to provide accurate, reliable, 
accessible and timely information on RS&I in New Zealand.  Scandinavian countries, 
Belgium, Portugal and the United States have already established similar digital RS&I 
infrastructures. 

38. Improving RS&I data is critical for increasing the value of research investment.  This bid 
fosters innovation and better connections between research, business and community while 
also reducing duplication and enabling funders to make smarter investments. To achieve this 
we have identified a package of measures to improve RS&I data, the core of which is the 
NRIS costing $44m total over four years. Ongoing benefits to research organisations in terms 
of reduced compliance costs alone are estimated to be $6m per year.   

Funding to enable international science cooperation with Singapore 

39. We also suggest that you consider funding for the bilateral partnership currently being 
negotiated with Singapore, specifically to support increased cooperation in data science and 
future food science.  
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40. Funding is required for a data science platform enabling joint New Zealand-Singapore 
projects in data science

  

41. We would also like to be able to commit to funding New Zealand-Singapore cooperation on 
food science 

The platform would connect the country’s best researchers, from a number of 
institutions, to a single host.  

42. These initiatives would provide an opportunity to leverage Singapore’s strengths in data and 
food science as a means to grow New Zealand’s capability. This will lift the scale, depth, 
excellence and impact of New Zealand’s data science research, and help to diversify the 
economy by supporting growth in New Zealand’s capacity in new disruptive industries.  

Opportunities  

43. Working towards your target of increasing R&D spending to 2% of GDP over ten years will 
require investment in a range of instruments. While business expenditure will need to lead 
this growth, the public research system is also an important area of long-term investment, 
particularly for public good research that focuses on environmental sustainability, health, and 
social wellbeing.  

44. 

45. 

Next steps 

46. We would like to discuss these issues with you to understand your priorities for Budget 2018. 
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BRIEFING 

Budget 2018 – Reprioritisation and advice for your second meeting 
with the Associate Minister of Finance Hon David Clark 

Date: 23 February 2018  Priority: 

 

High 

Security 
classification: 

Budget - Sensitive Tracking 
number: 

2090 17-18 

 

Action sought 

 Action sought Deadline 

Hon Dr Megan Woods 
Minister of Research, Science 
and Innovation  
 

Agree to a reprioritisation strategy  

 

27 February 2018 

 

Contact for telephone discussion (if required) 

Name Position Telephone 1st contact 

Dr Peter Crabtree 
General Manager, 
Science, Innovation and 
International 

04 901 3907  

Richard Walley 
Manager, Innovation 
Policy 

04 901 4164 � 

Scott Russell 
Policy Advisor, 
Innovation Policy 

04 901 1408   

  

The following departments/agencies have been consulted 

 

 

Minister’s office to complete:  Approved  Declined 

  Noted  Needs change 

  Seen  Overtaken by Events 

  See Minister’s Notes  Withdrawn 

 
Comments 
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BRIEFING 

Budget 2018 - Reprioritisation and advice for your second meeting 
with the Associate Minister of Finance Hon David Clark 

Date: 23 February 2018 Priority: High 

Security 
classification: 

Budget - Sensitive Tracking 
number: 

2090 17-18 

Purpose  

To provide you with advice regarding reprioritisation within the Research, Science and Innovation 
(RSI) portfolio and information for your Budget meeting with the Associate Minister of Finance Hon 
David Clark and other Economic Development Budget workstream Ministers at 3:30pm on 27 
February 2018. 

Recommended action  

The Ministry of Business, Innovation and Employment recommend you:  

a Discuss your strategy for this Budget meeting at your weekly officials meeting on 26 
February 2018  

Agree / Disagree 

b Note that other portfolio Ministers in the economic development workstream will be attending 
60 minute meeting with the Associate Minister of Finance Hon David Clark 

Noted   

c Note that annex one contains suggested talking points for your meeting 

Noted 

d Discuss how you would like to begin reprioritising savings and some baseline funding in the 
RSI portfolio into your top priority initiatives for Budget 2018 

Agree / Disagree  

e Agree to make the following funding available for reprioritisation within the RSI portfolio: 

 

Funding / Appropriation Amount  
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f Agree this reprioritised funding will be used to offset the cost of your Budget 2018 bids for 
new funding 

Agree / Disagree 

 

g Note that we will provide you with a separate briefing providing options for the future of 
Partnerships funding [briefing 1128 17-18]. 

Noted   

 

Richard Walley 
Manager, Innovation Policy 
Labour, Science and Enterprise, MBIE 

23 / 02 / 18 

 
Hon Dr Megan Woods 
Minister of Research, Science and 
Innovation 
 

..... / ...... / ...... 
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Background 

Finance Ministers have asked for further discussion on Budget priorities 

1. You previously met with the Associate Minister of Finance Hon David Clark on 14 February 
to discuss the Government’s priorities and operating allowances for Budget 2018.  

2. Both of the letters you submitted for Budget 2018 emphasised that in order for the 
Government to achieve its target of increasing R&D spending to 2 per cent of GDP, early and 
sustained investment in the Research, Science and Innovation (RSI) portfolio is required.   

3. These letters advised against any reduction in spending within the Vote and did not offer 
options for reprioritisation. They also indicated you were seeking new funding for all of your 
initiatives.  

4. You indicated that your meeting with the Associate Minister of Finance focused on the need 
to look for further opportunities for reprioritisation and potentially using underspends to offset 
the costs of some of the Budget 2018 bids.  

5. We have previously provided you with high-level advice about potential options using 
underspends in the RSI portfolio [briefing 1293 17-18 refers]. Further advice on 
reprioritisation is provided below.  

Minister Clark has organised a 60-minute budget workstream meeting on 27 February to further 
discuss Budget priorities and the baseline review 

6. Other portfolios in the Economic Development Budget workstream will be discussed at the 
meeting including Foreign Affairs, Regional Economic Development, Economic 
Development, Tourism, Trade and Export Growth, Commerce and Consumer Affairs, 
Customs, Immigration, Energy & Resources, Statistics, Civil Defence, Housing and Urban 
Development, Broadcasting, Communications, and Government Digital Media. 

7. Minister Clark and Treasury have indicated that the agenda for this meeting will include:   

a. Minister Clark to provide aggregated overview of the Treasury Vote team assessment 
of budget initiatives (including cost pressures and manifesto commitments) in the 
context of the Budget 2018 allowance. 

b. Discussion of common themes and key initiatives drawn out in the Treasury aide 
memoire provided. 

c. Discussion on the workstream top priorities for Budget 2018 including cross-portfolio 
linkages. 

d. Next steps for the reprioritisation process and in the Budget 2018 decision-making 
process.  

8. We have provided you with suggested talking points for this meeting in annex one.  

The RSI Budget initiatives 

9. The RSI Budget 2018 package is key to several manifesto priorities. The table below 

summarises the funding you are seeking across these initiatives: 

 

 

 

 

Rele
as

ed
 C

on
sis

ten
t w

ith
 th

e

Offic
ial

 In
for

mati
on

 A
ct 

19
82



 

   

2090 17-18 Budget - Sensitive  5 

 

 

Commitment Initiative 2018/19 2019/20 2020/21 2021/22  
4 year 

TOTAL 

Labour Fiscal 
Plan 

R&D Tax Credit (includes 
implementation costs for 
Vote Revenue)

1
 

71.2 281.5 320.8 350.8 1024.3 

Cabinet 
agreement, 

December 2017 
[CAB-17-MIN-
0539 refers] 

Science Cooperation 
with Singapore 

12 15 15 15 57 

Supports our 
commitment to 
increase R&D 

spending 

Developing a Fit for 
Purpose Research 
Information 
Infrastructure: The 
National Research 
Information System 
(NRIS) 

Labour 
Manifesto 

Dunedin Centre of Digital 
Excellence 

1 1 1 1 4 

Cost pressure  Investing in MSL 

 Total Funding Sought 

 

Treasury and Finance Ministers have identified significant fiscal constraints for 
Budget 2018 

10. The Minister of Finance and Treasury have indicated that initiatives which are not cost 
pressures or included in the Government’s priorities will need to be funded from within 
baselines, or through reprioritisation.  

11. Treasury has also indicated that its initial advice to Ministers would be to:  

a. 

b. 

c. 

                                                
1
 These numbers assume a tax credit a rate of 12.5%, an April 2019 implementation, refundable for firms in 

loss, a volume-based credit, no cap, 100% of R&D reported in the R&D survey is eligible and that costs 
cannot be accrued as a Crown liability until returns are filed. The Growth grants funding has not been taken 
off these costs.  
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d. 

e. 

Addressing Reprioritisation 

Reprioritising RSI funding out of the portfolio would mean a real reduction in public 
R&D spending as a percentage of GDP 

12. Our baseline review briefing to you [briefing 1293 17-18 refers] identified some areas where 
reprioritisation within the RSI Vote could occur.  

13. Our recommendation to you was that the Government keep existing funding within the RSI 
portfolio and at least maintain current levels of R&D spending in other portfolios so as not to 
undermine the Government’s ability to meet its commitment to reaching the two per cent 
target. 

Reprioritising and using underspends within the portfolio means less progress towards the two per 
cent target  

14. Funding new public spending on R&D with existing money reduces the real increase in public 
R&D spending in 2018. It is important to expand investment in public support for R&D early 
to achieve the two per cent target. Investing early reduces pressure on future budgets to 
make up the investment in R&D.  

15. Additionally, publicly funded R&D can stimulate further increases in investment from the 
private sector. This stimulus can be direct, such as government funding business R&D with 
grants or tax credits. The stimulus can also be indirect, such as signalling to businesses that 
the Government is committed to supporting R&D expenditure and the wider RSI system.  

16. Delaying investment may mean the Government misses out on some of these increases 
within the ten-year timeframe. The effects take time to occur as: 

a. businesses adjust their R&D plans,  

b. more researchers and scientists are trained, 

c. greater interest and confidence from overseas partners builds, and 

d. new technologies and R&D intensive markets develop.  

                                                
2
 The Enhanced Partnership negotiations for science cooperation with Singapore are proceeding. The joint 

programmes are not negotiations in the typical sense. They are more accurately described as co-design 
processes involving the key players from the two governments, research institutions and the private sector. 
The funding security provided by the Cabinet mandate is therefore critical in being able to make joint 
decision on key design features such as the number of researchers and scale of programme components. 
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19. The headline number of the funding requested for the Budget 2018 RSI package 
($1.2 billion over four years).

 18/19 19/20 20/21 21/22 4 year Total 

Total RSI Funding Sought 

 

20. Note that if you use all of the reprioritisation options, the real fiscal impact of the RSI budget 
2018 package would be lower than the allocation for RSI in the Labour Fiscal Plan.  
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24. This would need to be made up for with increases in future budgets if the Government is to 
reach its two per cent target.  
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36. A summary table of all of these reprioritisation options is set out below (in $ millions) – along 
with the key trade-offs of reprioritising each of them. 3 

Proposed 
reprioritisation 

18/19 19/20 20/21 21/22 4 year 
TOTAL 

Key trade-offs 

 

                                                
3 Note that the exact amount of funding available from reprioritising Growth Grants is subject to the 
design of transitional arrangements. We are currently discussing the best way to resolve this with 
Treasury officials.  
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We will provide you with further advice about directing existing funding mechanisms through 
investment plans where appropriate 

37. Your letter to Minister Clark indicated that existing funding within the RSI portfolio is aligned 
with the Government’s two per cent target, but that you also intend to align existing spending 
with other Government priorities.  

38. Some existing R&D funding mechanisms (eg Endeavour Fund, Marsden Fund) are largely 
agnostic on the topic of research they fund. You can use investment plans for some funding 
instruments to ensure broad alignment with your upcoming RSI strategy. 

Treasury has also made its own suggestions to its Ministers for reprioritising RSI 
funding 

39. These include reprioritising: 

a. Growth Grants funding to offset the costs of the tax credit (see our advice above). 

b. A $16.1 million underspend set aside to support Regional Research Institutes (RRIs) 
becoming financially sustainable after their appropriation finishes in 2019/20. We 
recommended this not be reprioritised in our baseline review briefing to you [briefing 
1038 17-18]. 

c. Callaghan Innovation’s $45.1m Capital appropriation for upgrades to the Gracefield 
Innovation Quarter. This is funding held in contingency, which Callaghan Innovation 
can only access once a business case for the project is submitted. We understand that 
Callaghan is aiming to submit a business case in June 2018 so that they can access 
the funding and begin organising longer-term work. 

Treasury proposed 
reprioritisation 

2018/19 2019/20 2020/21 2021/22 4 year TOTAL 

Regional research 
Institutes (RRI) funding 

-16.1 0 0 0 -16.1 

Callaghan Innovation 
Capital Appropriation 
(Gracefield Innovation 
Quarter) 

-24 -21.4 0 0 -45.4 

Total 

 

We do not recommend supporting the reprioritisation of RRI money or the Callaghan Innovation 
Capital Appropriation  

40. The Regional research institutes are a relatively new set of organisations. Early feedback 
through the first round of RRI decisions indicated that it was not realistic to expect a brand 
new organisation to establish itself, set up governance and management structures, employ 
staff, embark on research programmes and become financially sustainable in three or four 
years. We recommend retaining the $16.1 unallocated RRI funds to help ensure the financial 
sustainability of these new entities. 

41. Treasury has indicated that there is a risk that the completion and costs of the Gracefield 
project will be delayed. This is based on old information regarding Callaghan Innovation’s 
intention to deliver a Business case for the Gracefield Innovation Quarter in June 2018. We 
understand that they are committed to achieving this target.  
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42. 

Next Steps 

43. Ministerial discussions in the workstream meeting on Tuesday 27 February will feed into the 
development of a draft Budget package by the Treasury. The package will inform the 
remaining three Budget Ministers’ meetings in which they deliberate on the final Budget 
package. These meetings are scheduled in March and early April.  

44. The immediate next steps for you are to discuss this briefing with officials at your weekly 
officials meeting on Monday 26 February and indicate which options for reprioritisation of 
funding within the RSI portfolio you agree to.  

Annexes 

Annex one: Suggested talking points 
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Annex one: Suggested talking points 

The RSI budget package 

• The initiatives I have proposed in the Research, Science and Innovation Portfolio support a 
number of key government priorities and commitments.  

• The Government has committed to raising R&D expenditure across the economy to two per 
cent of GDP by 2027 to lift productivity and innovation rates, improve our economic 
competitiveness, increase high-quality employment and improve environmental wellbeing.  

• The R&D tax credit is my main priority for Budget 2018. It will be critical to lifting New 
Zealand’s business expenditure on R&D and allowing us to meet our coalition target to 
increase R&D spending to two per cent of GDP by 2027.  

• 

• Although the Science Cooperation with Singapore was not a part of the Labour Fiscal Plan, 
Coalition or Confidence and Supply agreements, Cabinet committed to the negotiation 
continuing in December 2017. This funding will help secure our relationship with Singapore. 

Significant reprioritisation is being undertaken 

• Funding for the R&D tax credit included in the Labour Fiscal Plan provides for $850 million 
over four years. 

• 

• I have proposed reprioritising within the RSI portfolio to ensure we stay on track to meet our 
R&D spending target.  

• 

• Even with projected growth in business expenditure on R&D, public spending on R&D must 
increase by an average of $150 million a year to meet our target.  

• Reprioritising funding away from R&D in Budget 2018 will set us back as GDP is expected 
to grow in the coming years. This will increase the pressure on future budgets. 
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AIDE MEMOIRE 

Budget 2018 - Information on Budget Ministers’ near-final Budget 
package 

Date: 29 March 2018  Priority: High 

Security 
classification: 

Budget - Sensitive Tracking 
number: 

2716 17-18 

 

Information for Minister(s) 

Hon Dr Megan Woods 
Minister of Research, Science & Innovation 

 

Contact for telephone discussion (if required) 

Name Position Telephone 1st contact 

Ewan Delany Manager, Science Policy � 

Scott Russell 
Policy Advisor, Innovation 
Policy 

04 901 1408  

  

The following departments/agencies have been consulted 

n/a 

 

Minister’s office to complete:  Approved  Declined 

  Noted  Needs change 

  Seen  Overtaken by Events 

  See Minister’s Notes  Withdrawn 

 

Comments 
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AIDE MEMOIRE 

Budget 2018 - Information on Budget Ministers’ near-final Budget 
package 

Date: 29 March 2018  Priority: High 

Security 
classification: 

Budget - Sensitive Tracking 
number: 

2716 17-18 

Purpose 

To provide you with information on the near-final Research, Science and Innovation Budget 
package decided by Budget Ministers (the Minister of Finance, and the Associate Ministers of 
Finance) on Monday 26 March.  

 

 
 

Ewan Delany 
Manager, Science Policy 
Labour, Science and Enterprise, MBIE 

29 / 03 / 2018 
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Budget Ministers met on Monday 26 March 

1. This meeting was to decide on a near-final package for Budget 2018.  

2. Budget Ministers will meet again on Tuesday 3 April to make final decisions then send aides 
memoire to portfolio Ministers to confirm which initiatives will receive funding in Budget 2018. 

Proposed Budget 2018 funding for Research, Science and Innovation 

3. The table below outlines the near-final Research, Science and Innovation Budget package 
resulting from the Budget Ministers’ meeting on Monday 26 March: 

18/19 19/20 20/21 21/22 Total 

($millions) 

Investing in the Measurement Standards 
Laboratory (MSL) 
 2.457 5.308 4.212 4.938 16.915 

R&D Tax credit 

Operational Expenditure 70.0 280.0 320.0 350.0 1020.0 
(Vote Revenue implementation 
costs) 1.2 1.5 0.8 0.8 4.3 

Total 71.2 281.5 320.8 350.8 1024.3 
National Research Information System 
 3.9 2.4 2.2 1.6 10.1 
Science Cooperation with Singapore 
(contingency) 
 12.0 15.0 15.0 15.0 57.0 

Dunedin Centre of Digital Excellence 
 

Not funded 

Total Operating Expenditure 86.2 298.8 339.1 369.4 1093.4 

Total Capital Expenditure 2.6 3.9 2.4 2.1 10.6 

Total funding1 88.4 302.7 341.4 371.5 1104.0 

Things to note 

4. The proposed package contains all of the funding requested for the R&D Tax Incentive. 

                                                

1 Numbers may not add correctly due to rounding. 
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c. Dunedin Centre of Digital Excellence (CODE): the 2017 manifesto commitment 
was that the CODE would be funded through a regional development fund.  In 2018 
Government established the Provincial Growth Fund. Arrangements for funding the 
CODE from the Provincial Growth Fund are yet to be agreed between you and 
relevant ministers. We will brief you further on establishing the CODE. 

5. 

6. Budget Ministers have agreed to fund your Science Cooperation with Singapore initiative 
in full. However, they have put it into a contingency, meaning you may need to return to 
Cabinet once you have satisfied the drawdown conditions.  

7. We are proposing that the drawdown condition for accessing the Science Cooperation with 
Singapore funding should be when New Zealand and Singapore reach formal agreement on 
the data science and future food research programmes.  
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