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MSI Innovation Investment Board:
Legislation, Operations and Board Membership
Wendy McGuinness

1. Purpose

The purpose of this working paper is to provide a background on the composition of the Ministry

of Science and Innovation (MSI) Innovation Board. To this end we provide information on the
directorships and affiliations, both past and present, of the eight individuals who sit on the board, as well
as information on their areas of research interest and publicly expressed opinions on matters of possible
relevance.

An analysis of the information presented in this working paper will be included in the Institute’s
Report 9: Government-funded Science under the Microscope.

This report forms part of the Institute’s Project 2058, the strategic aim of which is to promote integrated
long-term thinking, leadership and capacity-building so that New Zealand can effectively seek and create
opportunities, and explore and manage risks, over the next 50 years. In order to achieve this aim, the
Project 2058 team is working to:

1.  Develop a detailed understanding of the current national planning landscape, and in particular the
government’s ability to deliver long-term strategic thinking;

2. Develop a good working relationship with all parties that are working for and thinking about the
‘long-term view’;

3. Recognise the goals of iwi and hapa, and acknowledge te Tiriti o Waitangi;

4. Assess key aspects of New Zealand’s society, asset base and economy in order to understand how
they may shape the country’s long-term future, such as government-funded science, natural and
human-generated resources, the state sector and infrastructure;

5. Develop a set of four scenarios to explore and map possible futures;

6. Identify and analyse both New Zealand’s future strengths and weaknesses, and potential international
opportunities and threats;

7. Develop and describe a desirable sustainable future in detail, and

8.  Prepare a Project 2058 National Sustainable Development Strategy. (SFI, 2009: 3)

2. Methodology

2.1 Data collection

The aim of this working paper is to support Report 9: Government-funded Science under the Microscope by
compiling publicly available, evidenced-based information on current MSI Innovation Board members for
the purpose of assessing the board’s potential influences and direction.

Wendy McGuinness is the founder and chief executive of the Sustainable Future Institute. She holds a BCom from the University of Auckland and

an MBA from the University of Otago, and has also studied environmental science at Massey University. As a Fellow Chartered Accountant (FCA)
specialising in risk management, Wendy has worked in both the public and private sectors. In 2004 she established the Sustainable Future Institute as a
way of contributing to New Zealand’s long-term future. Wendy also sits on the boards of the New Zealand Futures Trust and the Katherine Mansfield
Birthplace.

Wendy is a member of the Royal Society, has been a member of two FRST reference panels assessing applications on the risks of genetic modification,
was a member of the Ministry for Economic Development Buy Kiwi Made Campaign reference group 2006-2007 and has a number of personal
business interests. Her interest in the quality of investment decisions with regard to the possible testing and release of genetically modified organisms
in the environment led her to join in the successful court action Bleakley v Environmental Risk Management Authority (ERMA) AP177/00 (2 May
2001), and to include a project on genetic modification in the work programme of the Institute. Two of the three reports within Project Genetic
Modification have been published: The History of Genetic Modification in New Zealand (SF1, 2008a) and The Review of the Forty-nine Recommendations
of the Royal Commission on Genetic Modification (SFI, 2008b). A third, The Future of Genetic Modification in New Zealand, is on hold until the HSNO
(Methodology) Regulations 1998 review, which was begun in 2002, has been finalised.
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Two steps were undertaken in the process of formulating this paper:

1. Scanning: An online literature review of relevant publications, associations and published opinions
was undertaken.

2. Assurance: A copy of the draft working paper was sent to all board members with an invitation to
correct any errors and supply further information they may like to have included. The Institute is very
appreciative of the time that the board members who reviewed this paper gave, and we thank them for
their involvement.

2.2 Limitations and Boundaries

The Institute acknowledges the following limitations and boundaries around compiling this information:

The information on directorships that has been listed is that which is available from the Companies
Office website and is within the scope of this paper. If a company has been listed as struck off! by the
Companies Office then that has been noted in this paper. We understand that some of these companies
may be entities for private investment, and any analysis discussed in Report 9: Government-funded Science
under the Microscope will be based on publicly available information only.

This working paper details numerous positions held by the eight board members which span a wide
range of companies and organisations. Given the frequency with which changes occur, we note that this
paper was current at the date of publication. Any affiliations and dates provided in the table that are
unreferenced have been taken from the Companies Office website; all others are referenced.

3. MSI Innovation Board Legislation
& Responsibilities

On 20 December 2010, the Research, Science, and Technology Act 2010 was passed:

(a) to establish boards to make independent funding decisions in respect of the allocation of specified
expenses appropriated for the purposes of research, science or technology, or related activities:

(b) to repeal the Foundation for Research, Science and Technology Act 1990:

(c) to provide for the transfer of employees, assets, and liabilities from the Foundation for Research,
Science and Technology to a new department of State:

(d) to provide for the transfer of employees from the former department to a new department of State; and

(e) to provide for savings in relation to contracts with the Foundation for Research, Science, and
Technology, consequential amendments, and other savings and transitional matters. (NZ Govt, 2010)

Section 10 of the Act provides for the establishment, functions and duties of the boards, and Section 10(1)
(a) notes that the ‘Minister must establish, by notice published in the Gazerte, one or more boards’. In the
New Zealand Gazette of 31 January 2011 the formation of the Innovation Board was published as it relates
to the Research, Science, and Technology Act 2010. The Minister of Research, Science and Technology,
Wayne Mapp, stated:

| specify that the Innovation Board will be responsible for making decisions for funding that supports
business-led research and development and technology transfer. Funding decisions made by the Innovation
Board will support New Zealand businesses to grow by becoming more innovative and internationally
competitive; and to increase the benefit New Zealand derives from publicly funded RS&T. (DIA, 2011: 179)

In late May 2011, the Ministry of Science and Innovation (MSI) Statement of Intent: 2011-2014 was
released, in effect setting out how the MSI intends to enact the legislation operationally. In its Statement
of Intent, the Ministry outlines its vision of ‘high-performing science and innovation systems improving
New Zealanders’ wealth and well being’ (MSI, 2011a: 11). Further to this vision, the government has set
two priority outcomes that MSI must work towards achieving: (i) Growing the economy, and (ii) building
a healthier environment and society. The government has described what success would look like below:

1 The Companies Office defines struck off as ‘any company that has been removed from the register will be known as “struck off”. If a company
has been struck off the register the company name becomes available for use again’ (Companies Office, 2011).
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(i)  Growing the economy; we will know we are successful if:

. The absolute value of Business Expenditure on R&D (BERD) increases. BERD was $1,013 million in
2010.

o BERD as a percentage of GDP increases. BERD as a percentage of GDP was 0.54 percent in 2010.

e The number and aggregate value of businesses that are defined as technology intensive increases.
This measure will be developed further but, as an interim step MSI tracks the number of
businesses defined as performing R&D. In 2010 it was 2818.

e The value of New Zealand exports that are based upon high technology products grows. In 2000
the value of high- and medium/high-technology exports from New Zealand were NZ$4.45 billion.

(MSI, 2011a: 10-12; Statistics NZ, 2011, cited in MSI, 2011a: 12)

(i) Building a healthier environment and society; we will know we are successful if:

e  Thereis increased use of the results of research funded through Vote Science and Innovation
in environmental, health and social policy making, regulation and service delivery by relevant
government departments and regional councils.

e Case study information shows that Vote Science and Innovation funded research has led to
improvements in environmental, health and social policies, regulation and service delivery.

e Annual reporting information shows increases in the levels of co-funding by relevant government
agencies, district health boards and regional councils in the research funded by MSI, within the
Environment, Health and Society funds. (MSI, 2011a: 10-14)

4. The Operation of the Board

Under the Research, Science and Technology Act 2010, the Minister has established a Science Board
and an Innovation Board to make funding decisions in respect of some of the non-departmental
appropriations administered by MSI, and to provide strategic advice to MSI as requested. For some
expenditure, the Boards have delegated investment decision making to other funding decision makers
including regional business partners and MSL

The Innovation Board makes funding decisions to support business-led research and development and
technology transfer with the aim of helping businesses to diversify and enhance their products and
services, and to increase productivity.

The Innovation Board came into effect on 1 February 2011. Since that time, the board has met on

a number of occasions to review applications for funding and to make decisions on the approval

of applications. The Ministry of Science and Innovation’s website is currently under development.
When completed in the coming months, MSI expects to regularly publicise information on successful
investment applications.

There are a total of six funds for which the boards may make funding decisions. The New Zealand Gazette
of 31 January 2011 specifies which funds each board is able to access and states:

The Innovation Board can make funding decisions within the following Funds (government output expenses)
[refer Table 1 below] when using one of the investment tools above [refer Table 2, p. 5]

e  Biological Industries Research
e High Value Manufacturing and Services Research

o Environmental Research (DIA, 2011: 180) [This relates to Envirolink, a technology transfer scheme in
place in partnership with regional councils.]

Table 1 outlines the allocations that the Government’s Budget 2011 has made to the six funds, as well as
the total funding available. The total Core Crown Spending forecast for 2011/12 is just under $73 billion
(Treasury, 2011b) which means the two boards combined have access to 0.45% of total Core Crown
Spending for the year.
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Table 1: Core Crown Spending forecast for 2011/12
Source: J. lvens, MSI, personal communication, 15 July 2011

Funds available Monetary value of fund 2011/12

Biological Industries $104,819,000
Research Fund

Environmental Research v v $35,315,000
Fund
High Value v v $157,204,000

Manufacturing and
Services Research Fund

Energy and Minerals v $11,997,000
Research Fund

Hazards and v $13,459,000
Infrastructure Research

Fund

Health and Society v $7,069,000

Research (where not
administered by the HRC)

Fund

Total funds available to both Boards $329,863,000
Total Core Crown Spending 2011 /12 $72,794,000,000
Percentage of total Core Crown Spending available to the Science and 0.45%

Innovation Boards

Note: Revised figures provided by J. Ivens (personal communication); original appropriation estimates obtained from
Treasury, 2011a: 734-735; Treasury 2011b.

5. MSI Innovation Board:
Policy objectives and board members

Having set out the three main funds available to the Innovation Board in Table 1, Table 2 outlines the
two investment tools which can guide the Board's decision making, and the assigned weighting with
which each criteria should be applied (as detailed in 7he New Zealand Gazette). Table 3 lists the eight
members who sit on the MSI Innovation Board, their brief career histories, directorships and affiliations,
and any evidence of opinion as reported in the media.

For the purpose of computing Table 3, all board members were sent draft copies of this report on June
14, 2011, and where the Institute received feedback from members, all changes were incorporated in
Table 3. Board members from whom we have not received feedback are identified by asterisks (**); if
differing information is received once the report has been published the online edition will be amended as
appropriate to ensure accuracy.

In Report 9: Government-funded Science under the Microscope, we intend to compare the criteria that the
board members have been asked to apply when making funding decisions (Table 2) with the background
information about the board members (Table 3) and discuss how this relates to possible opportunities and
challenges which exist within the government-funded science system.
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