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Foreword

Dr Terrence Loomis is an economic anthropologist, independent researcher and coordinator of
the Fossil Fuels Aotearoa Research Network (FFARN). His specialisations are in development
studies, the political economy of the oil and gas industry, and sustainable communities.
Following the People’s Climate Summit that took place at the time of the 2017 New Zealand
Petroleum Conference, Dr Loomis along with several other academics and environmental
advocates formed FFARN. This research was carried out with assistance from members of
FFARN, and information from the WWF-New Zealand, whose input is gratefully acknowledged.
Any errors of omission or analysis are those of the author.
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Executive Summary
Internationally, governments provide more than $US775 billion in subsidies annually to support
fossil fuel industries. The IMF, UN and the insurance industry have called for abolishing state
subsidies to help mitigate climate change impacts and speed the transition to a global clean
energy economy.


The New Zealand government under National consistently denied that it provided
‘subsidies’ for oil and gas exploration, production or consumption. At the same time, it
championed the phasing out of subsidies as a member of the intergovernmental Friends
of Fossil Fuel Subsidy Reform and signed the Paris Climate Change Accord.



Subsequent New Zealand governments over recent decades have provided a range of
subsidies to the oil and gas industry in the form of supports, incentives, and fiscal
benefits while hiding behind technical definitions of ‘subsidy’. The National government
under the Business Growth Agenda set out to increase oil and gas exports from $3 billion in
2008 to $30 billion by 2025. In so doing, it pursued contradictory energy and climate
change policies while not being entirely forthcoming with the public.



Between 2009 when the National Government first assumed office and 2016, the value of
taxpayer-funded subsidies to the oil and gas industry increased from $40.5 million to $87.6
million, a more than 100% increase.



The New Zealand upstream petroleum industry is in a period of protracted retrenchment.
Royalties are down 70% over the past seven years, few new permits are awarded
annually, 71% of all permit contracts have been cancelled, the industry is cutting capex
and laying off staff. Some energy commentators argue this is not a typical boom-and-bust
cycle, but a sign the industry has entered terminal decline.



To progress the transition to a carbon-free economy, it will be necessary to adopt policies
that reduce the country’s dependency on fossil fuels and phase out the fossil fuels
industry itself. No government that seriously intends to achieve such goals can do so while
continuing to encourage oil and gas exploration and propping up the industry with
subsidies.



The current situation within the oil and gas industry and public imperatives to take bold
action regarding climate change provide opportunities for the Labour/NZ First/Greens
coalition government to re-invest oil and gas subsidies in transforming the energy
system. This report estimates that at least $67.5 million in subsidies could be redirected
to initiatives such as heavy transport electric conversion tax incentives and EV
infrastructure development, as in Norway.
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Ending Government Oil & Gas Subsidies
Terrence Loomis

Internationally, governments provide more than $US775 billion in subsidies annually to support
fossil fuel industries. The IMF, UN and the insurance industry have called for abolishing all state
subsidies in order to help mitigate climate change impacts and speed the transition to a global
clean energy economy.
‘Frontier’ oil and gas countries like New Zealand have been reluctant to cut subsidies for fear of
losing competitive advantage over similar nations, all of whom hold out hope that an expanded
petroleum industry will help boost GDP growth (regardless of climate change). Governments are
mainly able to justify policies and expenditures to prop up fossil fuel exploration, production and
consumption by ignoring the externality costs on local environments, communities and the
climate. Increasingly however, citizens, shareholders and international agencies are demanding
that governments take these negative effects into account when formulating energy and climate
change policies. This report focuses on the different kinds of support the New Zealand
government has provided the oil and gas industry over recent years.

The rationale behind Government’s oil and gas industry subsidies
Previous National and Labour governments put in place a range of incentives and subsidies to
encourage the oil and gas sector. But it wasn’t until the National Government came to power in
2008 that the level and range of taxpayer-funded support for the industry increased significantly.
National introduced a development policy framework called The Business Growth Agenda to help
the country recover from the global financial meltdown and boost economic growth. The
Agenda was comprised of six key programmes, one of which was paradoxically titled ‘Building
Natural Resources’. This programme placed an emphasis on expanding commodity exports,
particularly dairy products and petroleum products. The National government set a target of
increasing oil and gas exports from approximately $3 billion at the time they assumed office to
$30 billion by 2025.
As the Ministry for Business, Innovation and Employment (MBIE) explained, “The government
wants New Zealand to be a highly attractive global destination for petroleum exploration and
production investment, so that we can develop the full potential of our petroleum resources.
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Significant discoveries will help boost New Zealand’s foreign earnings and domestic gas
supplies.”1

The benefits claimed from oil and gas production

The contribution of oil and gas production to GDP
Government ministers, the Ministry for Business, Innovation and Employment (MBIE) and the
Petroleum Exploration and Production Association of New Zealand (PEPANZ) have all stressed
the important contribution the oil and gas industry makes to New Zealand’s GDP. A considerable
degree of latitude appears to have been taken in presenting figures to the public. In fact the
contribution of oil and gas production to GDP appears to have declined slightly under the Key

1

MBIE website accessed 18 October 2017 http://www.mbie.govt.nz/info-services/sectors-industries/naturalresources/oil-and-gas
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Government, ranging from $2.9 billion in 2008 to $2.79 billion in 2015.2 But those figures appear
to include ‘induced effects’.3 When these are subtracted, oil and gas production injected $1.9
billion into the nation’s GDP in 2009.4 By 2015 that figure had dropped to $1.0 billion.5 When
updated annual figures are available, the industry’s contribution is expected to have declined
even further due to slumping international oil markets. In the June Quarter 2016 the GDP
contribution of oil and gas production dropped 6.6% compared with a year before, and in June
Quarter 2017 by 8.3%, closer to $1.0 billion on an annual basis.6
Jobs, Jobs, Jobs
Economic development agency Venture Taranaki released a report in 2010 titled The Wealth
Beneath our Feet highlighting the benefits claimed from the petroleum industry. The report
cited research by NZIER that the industry had generated 7700 jobs nationally. However, only
3700 of those jobs were in the industry per se. The rest ranged from drilling site construction
(short-term) to takeaways and catering. In a 2015 update of the report, Venture Taranaki
claimed the industry had generated 11,270 jobs (including indirect and induced effects), of which
5086 were directly in the industry. However, the claimed increase in jobs was already outdated
by census data showing by mid-2015 the industry was in retrenchment mode and laying off
workers in significant numbers. According to the Statistics NZ 2015 June Quarterly Employment
Survey, Taranaki’s unemployment rate was 7.3%, the highest in the country.
The value of annual royalties
Oil and natural gas production is subject to a 5 percent royalty until recovery of capital costs,
followed by a 20 percent net accounting profits royalty.7 In 2003, the Minister for Economic
Development commissioned a study by international research consultancy Wood Mackenzie to
compare New Zealand’s royalty regime with those of seven competitor countries (Australia,
Norway, UK, Argentina, Alaska and Indonesia). The study found New Zealand’s royalty regime
was ‘internationally competitive’. The royalty rate the government charges the petroleum
industry for doing business in New Zealand is considered one of the lowest in the world.

Statistics New Zealand, 2017. National Accounts (Industry Benchmarks): Year ended March 2013 – tables (Excel,
15 sheets, 302kB) >> Table 2. Annualised accounts are running three years behind in reporting. Venture Taranaki,
2015. The Wealth Beneath Our Feet: Next Steps.
3
Induced effects are the results of increased personal income caused by the direct and indirect effects.
4
Venture Taranaki, 2010. The Wealth Beneath our Feet.
5
Venture Taranaki, 2015. The Wealth Beneath our Feet:
6
Statistics New Zealand. Gross domestic product by industry – June 2016 Quarter; June 2017 Quarter.
7
NZ Trade and Enterprise, 2016. https://www.nzte.govt.nz/investment-and-funding/sectors-of-opportunity/naturalresources
2
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PEPANZ claims that the Government collects around $500 million in royalties and company tax
annually from the oil and gas industry. Although royalties reached slightly over $500 million the
first year that National came to office, this was a one-off spike. Royalty returns have consistently
fallen since then. In the seven years between 2008/9 and 2015/16, annual royalties declined by
$315 million or 70%:
Figure 1
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Tipping point: an industry in terminal decline?
Minister of Energy and Resources
Judith Collins told delegates at the
2017 New Zealand Petroleum
Conference that interest in
exploration “has been historically
low given the downturn in the
energy sector last year, but a
rebound is expected as markets
improve.”8 According to the
National Petroleum Manager for
New Zealand Petroleum and Minerals (NZPaM) Josh Adams, the New Zealand industry was
simply going through a “normal exploration and production cycle.”9
Many independent commentators have come to a contrary view [see box]. According to
renowned industry analyst Steve St Angelo, the world’s major oil companies are in serious
trouble due to mounting debt and falling energy returned on invested (EROI). St Angelo
maintains energy analysts who believe that business as usual will continue for decades are
seriously misguided.10
New Zealand is typical of frontier regions where gaps exist in knowledge about oil and gas
resources and the costs of extracting and shipping product to market are relatively high in global
terms. Not unexpectedly, signs of industry contraction and long-term decline are being
experienced first in these peripheral regions.
The upstream oil and gas sector in New Zealand is going through a protracted downturn that
seems more consistent with a structural change than a typical ‘boom and bust’ cycle. A number
of major companies have cancelled their exploration plans, and several medium cap companies
have sold up and withdrawn. Shell is in the process of withdrawing from New Zealand.
Another indication of a long-run downturn is the significant decline in new exploration permit
applications. The annual Block Offer process has attracted fewer actual bids for leases in recent
years (Figure 2):

8

Scoop News, 22 March 2017.
UPI, 7 April 2017.
10
SRSrocco newsletter, accessed 15 October 2017. https://srsroccoreport.com/worlds-largest-oil-companies-deeptrouble-as-profits-vaporize-while-debts-skyrocket/
9
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Figure 2

This is not a recent trend, however. Over the past twenty years, there has been noticeable
volatility in annual permit application, and an increase in forfeitures and/or renegotiation of
work plans (Figure 3). Overall, according to energy research consultancy Wood Mackenzie, the
success rate from exploratory drilling under these permits has been low by world standards:11
Figure 3

11

Source: NZPaM; presentation by Susannah Toulmin, Wood Mackenzie at the March 2016 NZ Petroleum
Conference.
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Out of the 277 permits issued since 2001, only 17% are still active. 10% have expired. The vast
majority – almost three quarters – have been surrendered before their contract deadline:12
Figure 4

As a consequence of oil and gas industry retrenchment, there has been a 32% reduction in fees
to the Crown in the five years between 2010 and 2016 (Figure 5).
Figure 5

12

Source: NZPaM
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The impact on the Taranaki region’s economy, where the petroleum industry is concentrated,
has been devastating over the same five year period:13
Figure 6

Industry representatives and PEPANZ argue that a return to normalcy is immanent. They hold
out hope of a ‘game-changing’ discovery. But international energy analysts predict increasing
volatility in oil and gas markets and a much more rapid shift to renewables than initially
anticipated. Investment firms are getting out of fossil fuels because of poor returns and the risk
of ‘stranded assets’ from global action to address climate change. If there were a major
discovery in New Zealand, it might not be commercially viable given the rapid changes occurring
in the global energy scene. The government could end up spending billions supporting regional
infrastructure development just to have the whole project fall over.

13

New Zealand Herald, ‘New Zealand’s Boomtowns Revealed.’ 30 March 2017.
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Subsiding New Zealand’s oil and gas industry
Like most countries with potential oil and gas resources, successive New Zealand governments
have justified the need to provide subsidies, incentives and favourable royalty rates as necessary
to compete with other frontier countries for investment by petroleum companies. Research by
the author14 found that ‘agenda-driven funding’ was one of a number of strategies the National
government has employed to promote and facilitate development of the industry.
Nevertheless, during its three terms on the Treasury benches National consistently maintained
that no ‘subsidies’ existed. To a large extent this has been to avoid the opprobrium of blatantly
ignoring mounting international and finance sector pressure to cut subsidies. Ironically, New
Zealand has played a prominent role in promoting transparency on the issue through the
intergovernmental Fossil Fuel Subsidy Reform Communiqué. During the 2014 election
campaign, Minister for Climate Change Tim Groser dismissed criticism by the WWF-New Zealand
and Greenpeace that New Zealand was following contradictory energy and climate change
policies. During the 2017 election, Minister for Energy and Resources Judith Collins also
dismissed the idea of taxpayer-funded supports for the industry: “The New Zealand Government
does not subsidise fossil fuel exploration, production or consumption.”15

“The New Zealand Government does not subsidise
fossil fuel exploration, production or consumption.”
Hon Judith Collins, Minister for Energy
and Resources, OIA reply 26 October 2017

If ‘subsidies’ are defined narrowly as cash transfers, then technically the Minister is correct. But
most energy experts and government policy advisors16 now accept the OECD and IEA definitions
of subsidies as any government action that lowers the cost of energy exploration and
production, raises the price received by energy producers or lowers the price paid by energy

14

Loomis, Terrence, 2017. Petroleum Development and Environmental Conflict in Aotearoa New Zealand: Texas
of the South Pacific. Lexington Books, Lanham, MD.
15
Response to an OIA request 26 September 2017
https://fyi.org.nz/request/6482/response/21793/attach/3/Dr%20Loomis%20OIA.pdf
16
Including the New Zealand Ministry of Foreign Affairs and Trade, which includes as subsidies cash transfers, tax
credits and rebates, and trade restrictions: https://www.mfat.govt.nz/en/environment/clean-energy-and-fossil-fuels/
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consumers. The IMF employs a broader definition which includes the non-internalised external
costs that arise from energy consumption (e.g. road traffic, environmental and health costs).
An APEC peer review of New Zealand subsidies was carried out in 2015 by an international panel
of experts.17 The Minister pointed out in her September 2017 OIA response that “the peer
review concluded that there are no inefficient fossil fuel subsidies that lead to wasteful
consumption in New Zealand.” The panel did however identify and evaluate five measures
designed to assist the petroleum industry or reimburse off-road fuel use primarily for agricultural
and fishing purposes:






Non-resident Off-shore Drilling Rig and Seismic Ship Tax Exemption
Tax Deductions for Petroleum-mining Expenditures
Temporary Reduction in Royalty Rates
Acquisition of Petroleum Exploration Data
Motor-spirit Excise Duty Refund

Using the definition of subsidies employed by the OECD and IEA, it is apparent that New Zealand
has introduced measures to incentivise and reduce costs of oil and gas exploration and
production, and reduce costs to energy consumers in certain sectors of the economy. National
amended the tax deductions for petroleum mining expenditures in 2008 to benefit the industry,
and justified these as “tax distortions that negatively affect investment in oil and gas exploration
and development in New Zealand.”18 Such distortions and other ‘barriers’ to international
investment by major oil companies were itemised in the 2009 Stepping Up report commissioned
by Minister of Energy and Resources Gerry Brownlee, and no doubt influenced Government’s
thinking.
The government also provides free information, funds research, and engages in promotional
activities that are of financial benefit to the industry. The total value of these subsidies in the
broader sense is difficult to quantify, but those for which figures are available increased steadily
during the three terms of the Key National government (Figure 7).

17

Asia-Pacific Economic Cooperation (APEC), 2015. Peer Review On Fossil Fuel Subsidy Reforms In New
Zealand. February
18
Response by Hon Peter Dunne, Minister of Revenue, to an OIA request by WWF-New Zealand 19 June 2012.
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Figure 7

Government Subsidies to the Oil & Gas Industry in New Zealand19
October 2017
Figures in millions $NZ
Measure

2008/09

2009/10

2010/11

2011/12

2012/13

2016/17

0

2.5

5

5

5

4e20

0.2

12

20

26

35

20e

Acquisition of exploration data (free to the industry)

2.93

5.69

12.30

1.84

3.88

3.7

Research and development

2.78

2.14

2.41

2.41e

2.41e

3.5

Support for Annual Petroleum Conference, Petroleum
Club, etc
International promotion & conference attendance

NA

NA

NA

NA

NA

0.08

NA

NA

NA

NA

NA

0.12

Subtotal: production support for O&G industry

5.91

22.6

39.71

35.25

46.29

36.4

Motor-spirit excise duty refund22

34.68

32.51

35.64

35.38

38.63

56.2

Total of All Government Support

40.59

55.11

75.35

70.63

84.92

87.6

Production support
Operations
Non-resident drilling rig and seismic ship tax exemption
Tax deductions for petroleum mining expenditures

General21

Consumption support

In the four years since WWF-New Zealand’s study, subsidies continued to increase. During the
National government’s three terms in office, there has been a more than doubling of subsidies to
the New Zealand oil and gas industry. This includes an increase in consumption support in the
form of refunds claimed for off-road user motor-spirits expenditure. Most of these claims
originate from the agriculture, fishing, forestry and construction sectors.

Based in part on updating data in Table 1 in the WWF 2013 report Fossil Fuel Subsidies in New Zealand. ‘Subsidies’ are
defined as all types of taxpayer-funded support, promotion and assistance for the oil & gas industry.
20
After 2014 extension of the oil rig income tax exemption to December 2019, the Government chose to continue not gathering
data about this exemption or tax deductions for petroleum mining as costs were prohibitive. Latest figures are therefore estimates
based on previous years and Statistics NZ data on recent industry performance information.
21
Does not include dissemination of reports and public information supportive of the industry and its development.
22 Refund applies to petrol, CNG and LNG used in off-road vehicles e.g. agriculture, commercial vessels, NZ Coastguard etc
19
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Exploration and production tax exemptions
The Department of Inland Revenue does not consider the non-resident drilling rig and seismic
ship tax exemption a subsidy since it does not have a net fiscal cost to Government revenue.23
Without the exemption, rig operators would "churn" in and out of New Zealand within the 183
period (to avoid the tax). This justification assumes oil companies would behave like
multinational sales and service corporations or money market dealers, and remove their drilling
platforms and seismic ships periodically to avoid tax. It is more likely that petroleum industry
representatives such as PEPANZ would have pointed out to the Government that without the tax
exemption, international oil corporations would be discouraged from investing in New Zealand.
The tax exemption for non-resident companies involved in exploration and development
activities is a provision in the Tax Act 2007. It was due to expire on 31 December 2014, but was
extended in 2014 to cover the five year period to 31 December 2019. The exemption was
altered to include electromagnetic survey data-gathering and exclude drilling rigs of modular
construction installed on an existing offshore platform.24 Data on both the non-resident drilling
rig and seismic ship tax exemption and the tax exemptions for petroleum mining expenditures
provided to WWF-New Zealand for their report came from a 2011 OECD Inventory of Estimated
Budgetary Support and Tax Expenditure for Fossil Fuels. Unfortunately the Minister of Revenue
advised that data on tax deductions for petroleum mining, like other sectors, are not gathered
since compliance costs are considered prohibitive. Treasury has over time attempted to improve
information on tax expenditures and make it available in Budget material, but this has not
resulted in more information about petroleum industry deductions.25 As a consequence, it is
only possible to estimate the value of revenue foregone by extrapolating from the 2011 OECD
figures.
General Support
Acquisition and provision of exploration data

In 2016/17, MBIE funded the National Wells Audit at a cost of $242,909. This project was a
preliminary stocktake of public-domain petroleum exploration well data that was aimed at
understanding exploration success factors. The Ministry also funded the development of the
annual Petroleum Data Pack, providing free exploration data to exploration companies. The cost

23

OIA response from Minister of Revenue Judith Collins, 2 October 2017.
OIA response from Minister of Revenue Judith Collins, 2 October 2017.
25
OIA response from Minister of Revenue Peter Dunne to WWF-NZ, 19 June 2012.
24
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of the Data Pack was $73,937.26 This was in addition to the estimated $3.38 million allocated in
the Budget for aerial seismic surveying in several regions of the country which provided data for
the Data Pack.
Research and development support

In 2016/17, MBIE provided $3.5 million in funding for petroleum industry-related research and
development27 for the following projects:


“Cretaceous Tectonic transition from convergence to extension in New Zealand:
Implications for basin development, paleogeography and hydrocarbon plays”, by the
University of Waikato ($0.61m GST exclusive for FY 2016/17);



“Understanding petroleum source rocks, fluids and plumbing systems in New Zealand
basins: a critical basis for future oil and gas discoveries”, by GNS Science ($2.4M GST
exclusive for FY 2016/17, part of a four year ca $9.6m project);



“Atlas of petroleum prospectivity”, by GNS Science ($0.5m GST exclusive for FY 2016/17,
part of a four year ca $2m project).

Government support, sponsorship and promotion spending for the New Zealand Petroleum Conference

The 2013 report by WWF did not include a number of other kinds of government support in its
assessment of government ‘subsidies’. Many of these types of assistance are difficult to quantify
and value in terms of cost to the taxpayer, though they are of clear benefit to the oil and gas
industry.
The annual New Zealand Petroleum Conference is organised by PEPANZ (in conjunction with
Freeman Media). As in previous years, MBIE was
one of the sponsors of the 2017 conference. The
largest portion of this sponsorship was $50,000 “for
the conference providing a platform for the
Petroleum Block Offer launch”.28 In other words, the
Minister’s opening address to the assembled
industry delegates. In addition MBIE spent $20,000
on “sponsor benefits” (delegate passes, advertising
and an exhibition booth), $2501 in staff registration fees, and $4891 for “promotional spending”

26

Information provided by MBIE 26 September 2017 in response to an OIA request.
Information provided by MBIE 26 September 2017 in response to an OIA request.
28
Information provided by MBIE 26 September 2017 in response to an OIA request.
27
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for the Ministry at the conference. Total government expenditure on the conference was
$77,390.
Government support, sponsorship and promotional spending on the Petroleum Club

The New Zealand Petroleum Club is a forum for upstream oil and gas operators with operations
in New Zealand. The ‘Club’ is organised by Freeman Media and convenes quarterly. Attendance
is by invitation only. MBIE paid $2730 in registration fees to participate in the Petroleum Club in
2016/17.
Attendance by Ministers and officials at international petroleum industry conferences

During FY 2016/17, MBIE spent $120,666 on attendance and promotion spending at
international petroleum industry conferences. In addition the Minister for Energy and Resources
Hon Judith Collins travelled to the United States to attend the American Association of
Petroleum Geologists annual convention as well as a petroleum sector conference in Houston,
Texas. She also made several other visits during the trip, and the Ministry is therefore unable to
specify the actual cost of her trip in relation to her portfolio duties.
De-commissioning oil rigs

The Minister for Energy and Resources confirmed during question time in Parliament in March
2017 that the New Zealand taxpayer was liable for 48% of the decommissioning costs of
privately-owned oil rigs that outlive their productive lives over the next twenty-five years. That
amounts to between $800m and $855m.
These are not amounts that have to be spent by future governments, but tax write-offs that have
to be budgeted for. As the Minister explained in a recent OIA response: “The Government does
not subsidise the decommissioning of petroleum production operations. Decommissioning
expenses are deductible against income as they are expensed. The tax policy applied to
petroleum in this area is consistent with the tax policy applied to all other sectors of the
economy. The cost to the Crown is in the form of a rebate on tax and royalties that have
effectively been overpaid during the operational life of the decommissioned asset.”29
Nevertheless, the write-downs of decommissioning expenses constitute a ‘cost’ to the taxpayer
in reduced revenue.
‘Factual’ information dissemination

Research published earlier this year30 identified a range of activities by MBIE and New Zealand
Petroleum and Minerals that involve disseminating ‘factual’ information about the benefits of

29
30

Information provided by MBIE 26 September 2017 in response to an OIA request.
Loomis, Terrence, 2017. Pp 89ff.
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the oil and gas industry to New Zealand. These activities include published reports31, public
information meetings, media tracking and advice to the Minister of Energy and Resources on
speeches and media releases promoting or defending the petroleum industry.

Re-investing oil and gas subsidies in transforming the energy system

“…The shift from the old economy to a new, lowemissions economy will be profound and
widespread, transforming land use, the energy
system, production methods and technology,
regulatory frameworks and institutions, and business
and political culture.”
New Zealand Productivity Commission
Low-emissions Economy, August 2017

The incoming Labour/New Zealand First/Greens coalition government has indicated that it will
give priority to addressing climate change, have committed to achieving zero carbon emissions
by 2050, and have indicated one of their targets will be public transport. To progress the
transition to a carbon-free economy, it will be necessary to adopt policies that reduce the
country’s dependency on fossil fuels and phase out the fossil fuels industry itself. No
government that seriously intends to achieve such goals can do so while continuing to encourage
oil and gas exploration and propping up the industry with subsidies.
Current government subsidies and incentives provide a kete of resources that could be used to
progress the incoming Government’s climate change goals. The following steps could be
considered:
1. Cancelling the Block Offer process, promotional spending and travel, sponsorships, free
exploration data, and R&D funding.
Estimated saving: $7.5 million

e.g. MBIE, 2012. “Economic Contribution and Potential of New Zealand’s Oil and Gas Industry,” Occasional
paper 12/07, Wellington. MBIE, 2013. “East Coast Oil and Gas Development Study,” Wellington. MBIE, 2014.
“East Coast Regional Economic Potential Stage 1: Research review,” Wellington.
31
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2. Reforming the Tax Act 2007 to end tax write-offs for the cost of decommissioning oil rigs
installed after the legislative reform when they reach the end of their productive life.
Estimated saving: $50 million
3. Phasing out tax rebates on off-road motor spirits and substituting tax incentives for
sectors such as agriculture, forestry and fishing to switch to renewable energy over 10
years.
Estimated saving: $0
4. Downsizing NZPaM after cancellation of the Block Offer process and promotional
activities, to focus on administering existing oil and gas permits until they reach their
end-date, regulatory compliance and monitoring the decommissioning of uncommercial
wells.
Estimated saving: $10 million
5. Reinvesting budgetary savings from a review of oil and gas subsidies in renewable energy
initiatives such as heavy transport tax incentives and EV infrastructure development (e.g.
Norway). Funds might be allocated through a mechanism such as a Green Investment
Bank, or a Climate Change Adaptation Fund as suggested recently by Jonathan Boston
and Judy Lawrence of Victoria University.32

Conclusion
Research by the IMF has shown that the negative effects of fiscal, environmental and welfare
energy subsidies (in the broader sense) on countries are considerable, and the benefits of
subsidy reform can therefore be substantial. Not only do subsidies add to the profits of fossil
fuel companies, but they benefit the wealthiest households and exacerbate income
inequalities.33
After the National coalition government under Prime Minister John Key assumed office in 2008,
they ramped up subsidies, incentives and promotional activities to encourage the expansion of
the oil and gas industry. This was pursuant to the party’s development goals and targets of
substantially increasing the sector’s contribution to the country’s GDP. Between 2009 and 2016,

32

Jonathan Boston and Judy Lawrence, 2017. The Case for New Climate Change Adaptation Funding Instruments.
Institute of Governance and Public Policy, Victoria University of Wellington, August.
33
IMF, 2015. ‘Working Paper: How Large are Global Energy Subsidies?’ May.
http://www.imf.org/external/np/fad/subsidies/index.htm
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government production, consumption and general ‘subsidies’ of all types increased from $46
million to an estimated $87.6 million.
The incoming Labour/New Zealand First/Greens coalition government has an opportunity to
review and reform oil and gas industry subsidies not only as a signal to the petroleum sector of
the Government’s intention to reduce the country’s dependency on fossil fuels, but to free up
fiscal resources that could be reinvested in supporting the economic and social transition to a
carbon-free economy.
-oOo-
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