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Another Taranaki 
DOWN SOUTH?
With exploration in the region beginning again, the Southland region is 
preparing for a possible influx of opportunities. Kim Griggs reports.
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•Once they have established where the most prospective areas are, 
then we•ll see a drilling programme to follow. That is when the local 

economic benefits start to kick in.Ž

T
hree decades ago the first 

exploration licence for 

New Zealand’s Great South 

Basin – a petroleum basin 

one and a half times larger than 

New Zealand’s land mass – was 

awarded and the first wells 

drilled.

But despite the drilling of 

eight offshore wells, and traces 

of oil being found, the promise 

of commercial quantities of oil 

remained just that – a promise. 

Those early explorers, such as 

Hunt Petroleum, shut up shop 

and the Great South Basin’s 

promise seemed to fade. 

manager at public research 

institute, GNS Science, goes even 

further. He reckons there could 

be four or five potential drilling 

targets that would each hold 

two to three billion barrels of 

oil equivalent (the basin could 

harbour both oil and gas). At 

the upper limit, that could mean 

the basin would yield 15 billion 

barrels.

That’s heady stuff – especially 

when you consider the North 

Sea has yielded about 17 billion 

barrels over its lifetime. So with 

oil prices soaring, the once not-

very-appealing waters south of 

New Zealand are again in the 

limelight.

 In August 2006, the 

government put 18 percent of 

the more than 500,000 square 

kilometres of the Great South 

Basin up for tender, and in 

July 2007 awarded oil and gas 

exploration permits to two major 

groups of investors – one a 

consortium led by ExxonMobil 

New Zealand (Exploration) Ltd 

(which includes local company 

Todd Exploration Ltd), and 

a second led by OMV New 

Zealand Ltd. A wholly New 

Zealand-owned exploration and 

production company, Greymouth 

Petroleum, was also awarded a 

permit covering a near-shore and 

onshore area of Southland.

Now, with the consortia about 

to start new seismic surveys 

and exploratory drilling a real 

possibility, the government is 

estimating that up to NZ$1.2 billion 

could be spent by these companies 

over the first five or so years.

Southland at the ready
The Southland region is poised 

to respond to the economic 

opportunity.

“We’re ready to go now,” 

says Stephen Canny, Venture 

Southland’s group manager of 

enterprise and strategic projects. 

“We were ready on the 11th of 

July when the licences were 

awarded.”

Already a grouping of 170 

local companies – the Southland 

Energy Consortium – has been 

making the contacts needed to 

work with the oil exploration 

companies and any specialist 

companies that become involved 

in the Great South Basin 

exploration. “We’ve basically 

touched base with all of the 

companies that are interested in 

the Great South Basin and a lot of 

the second tier providers,” says 

Canny.

“Our focus has been on 

ensuring that there’s a good 

local response to the emerging 

industry opportunities.”

And those opportunities 

were set to begin emerging last 

November, when both of the 

major groups began work on 

further seismic work.

“Once they have established 

where the most prospective areas 

are, then we’ll see a drilling 

programme to follow,” says 

Canny. “That is when the local 

economic benefits start to kick 

in.”

“As soon as you get into a 

drilling programme, you need 

huge amounts of materials 

supplied – drilling pipe, drilling 

Now, all that may be about to 

change. With oil reaching giddy 

heights of more than US$100 

per barrel and peak use of oil on 

the horizon, the remote Great 

South Basin is once again in the 

spotlight.

In 2006 the government’s 

Crown Minerals group 

– the section of the Ministry of 

Economic Development that 

manages the New Zealand 

government’s oil, gas, minerals 

and coal resources – carried 

out a new seismic survey of the 

northern part of the Great South 

Basin.

Typically, oil companies 

would be required to fund their 

own seismic surveys, but the 

government paid for the Great 

South Basin survey from a $15 

million fund established in 2004 

to lift petroleum exploration 

in New Zealand. To encourage 

exploration, the data were then 

offered for free to explorers. The 

survey shows the sediments 

in the basin are much older 

and deeper than earlier, less 

sophisticated surveys showed.

And that, the Crown Minerals 

website says, means the Great 

South Basin may have the 

“greatest petroleum volume 

potential of all New Zealand’s 

basins” – up to 10 times as much 

as the 3.8 trillion cubic feet of 

gas and 225 million barrels of oil 

from the Maui field.

Chris Uruski, basins project 

Left: Taranaki's oil and gas industry 

contributed $1 billion to the Taranaki 

economy in the year ending March 2006.
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•Just the standard demographics of an aging New Zealand population will mean the 
Southland area will need a top-up of 10,000 skilled workers to replace those leaving the 

workforce between now and 2016.Ž

mud, specialist services and 

support services.”

It’s all very early days but 

Canny reckons the oil companies 

wouldn’t be here if it wasn’t 

worth it. 

“People that are exploring the 

Great South Basin have a very 

Left: The oil and gas sector created 

employment for 3,000 people in Taranaki 

in the year to March 2006.

credible record in the oil industry. 

They have a good record of 

success in their programmes. They 

are the sort of people that don’t 

enter into exploration investment 

lightly. You can be reassured 

that they’ve done quite a lot of 

homework before they got here.”

And so that should translate 

into a financial fillip for the 

Southland region.

Such has been the experience 

of New Zealand’s premier oil and 

gas region, Taranaki. According 

to an economic study by Business 

and Economic Research Limited 

for Venture Taranaki, in the year 

to March 2006, the oil and gas 

industry contributed $741 million 

to that region’s economy – close 

to 17 percent of the total regional 

gross domestic product – and 

employed just over 800 people.

Those not directly engaged by 

the industry have also benefited, 

the study found. For instance, 30 

percent of computer services in 

the region are provided for the 

oil and gas sector. And 20 percent 

of those working in non-building 

construction are supporting the oil 

and gas sector.

Those flow-on effects mean, the 

BERL study says, the oil and gas 

sector contributed a total of NZ$1 

billion to the Taranaki economy in 

the period studied, and employed 

close to 3,000 workers.

Work force issues
For Southland, it’s workers – or a 

lack of them – that may produce a 

bottleneck.

The region, with a population 

of 96,000 (50,000 in Invercargill) is 

already in the midst of a dairying 

boom – 10 workers a week are 

placed on dairy farms; next year 

will see 100 new dairy farm 

conversions in the region. 

Just the standard demographics 

of an aging New Zealand 

population will mean the 

Southland area will need a top-

up of 10,000 skilled workers 

to replace those leaving the 

workforce between now and 2016.

If the current exploration turns 

into a full-fledged oil and gas 

operation, Venture Southland 

estimates that up to 18,500 full-time 

workers will be needed for the 

region. That’s a constraint being felt 

on a large scale, the BERL report 

notes: “Increasing activity means 

that the demand for skilled labour 

will also increase, with much of 

this demand being global as well 

as local.”

To prepare, Venture Southland 

is working with the government 

to develop a strategy to attract 

the required workers, if needed. 

“We’re taking a very pre-emptive 

approach,” says Canny.

Southland is no longer a 

provincial backwater. “As a 

region we’ve been attracting 

skilled migrants here for the last 

seven years,” says Canny. At any 

one time, there are a thousand 

people on the books wanting to 

shift south; house prices have 

been rising (as have farm prices 

– October saw a Southland 

dairy farm sold for a whopping 

$29.3 million); and the region 

is connected, with broadband 

available in 96 percent of the area.

National scale
New Zealand as a whole would 

also benefit by any boost to the 

oil and gas sector. According 
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to the BERL report, the oil and 

gas sector employed around 900 

people nationally in the year 

to March 2006 (Taranaki has 

90 percent of the industry) and 

generated $827 million in GDP.

Once the flow-on effects are 

calculated, the New Zealand 

economy benefited by $1.6 billion 

from the oil and gas industry, 

and the sector employed the 

equivalent of more than 8,600 

workers. Between 1970 and 2005, 

the BERL study calculates the 

government collected more than 

$2.8 billion thorough petroleum 

royalties.

To tempt explorers to this 

country, the government in 

2004 made some adjustments 

to tax provisions for the sector, 

reduced the royalty rates for 

new discoveries made before 31 

December 2009, and provided 

extra funding (some of which 

was used for the seismic survey) 

to promote investment in New 

Zealand.

It’ll be about four years before 

any of the companies awarded 

permits will know if they are 

sitting on a commercially viable 

amount of oil or gas – and then 

another 10 years before that oil or 

gas reaches the market.

“There are an awful lot of 

variables at this stage,” Canny 

says. “Until you really know what 

the nature of the opportunity 

is, we’re really just gearing 

up to support the industry 

opportunities.”

Right: Location of the Great South Basin.

C
R

O
W

N
 M

IN
E

R
A

L
S


