Recipe for Disaster
Building policy on shaky ground
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Overview

Kiwis know a lot about earthquake preparedness. We know
that we have to store enough water and supplies to last for an
extended period. We know that our houses need to be fixed to
their foundations, and roofing tiles need to be tied down. And
we know that our disaster plans must be up-to-date, so family
members can find each other if cell phone networks are down.

But the government must attend to its own earthquake
preparedness. The Christchurch earthquakes provided a few
more important lessons for policy. Government must plan
ahead to make post-disaster recovery simpler. And it must
avoid creating the prolonged policy and regulatory uncertainty
that hindered Christchurch'’s recovery.

Though the government responded quickly, and achieved
much that was important, shortcomings became increasingly
evident during the recovery phase.
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Recovery in the central business district (CBD) has lagged
and faltered for several reasons. The over-riding Canterbury
Earthquake Recovery Act 2011 had more virtues than
weaknesses, but the latter damaged recovery.

The virtues included setting up the Canterbury Earthquake
Recovery Authority (CERA), a time-limited special purpose
recovery agent, to oversee and lead the recovery. It conferred
it with special powers to set aside undue red tape 'business as
usual’ impediments. It set clear timetables and accountabilities
for preparing rebuild plans.

CERA started well, but increasingly lost sight of its oversight
role. And CERA's governance structures did not make it easy to
get back on track.

A major weakness of the 2011 Act was that it allowed recovery
plans to be developed without sufficient regard for fiscal

cost or commercial realities, including the need for regime
certainty for households and businesses alike. Recovery
depends on decisions by multitudinous firms and individuals
on where to live, work and rebuild. Undue uncertainty impairs
those decisions.

Private recovery depends on timely reliable detail about
infrastructure rebuild and clarity about rights to rebuild
private property and resume business. The residential red
zone decisions shocked people, but they provided much
regime certainty. The CBD plans developed under the 2011 Act
did the opposite. They failed to provide the necessary detail.

The misguided precinct concept further stymied private
recovery in the CBD. The plans sought to dictate where private
investment should occur, rather than to free up spontaneous
private recovery.

The 2011 Act gave the planners too much power to egregiously
impair private property rights, without compensation. The
elitist presumption was that government needed to build
major downtown projects if the business confidence for
downtown recovery were to return.



Yet, in the event, the government lacked rebuild competence,
and worsened downtown outcomes.

It is telling that the most substantial downtown recovery has
happened outside of the main areas of government control.

Meanwhile insurers and many households were mired in

many complexities. The ground did not stop shaking, causing
multiple insurance claim events. There were unprecedented
liquification issues. There were EQC/insurer interface issues, and
some serious legal uncertainties. The industry had to scale up
massively; staff training was a challenge.

Much has been learned from the insurance difficulties. Insurance
arrangements are improving, and we expect more satisfactory
experiences for claimants and providers in future.

Policy recommendations
Disaster preparedness

1. Central and local government should focus on providing early
certainty to households and businesses about its responses to
natural disasters.

2. Central government should establish a pre-existing
framework for any post-disaster recovery agency. It should
have immediate access to 'off-the-shelf’ plans and systems.
Governance structures must be better fit for purpose,
defined, and constrained.

3. Councils' long-term plans should include disaster
contingencies. They might include:

 provisions for responding to a sudden shortage of liveable
housing.

« triggers that automatically amend, suspend or remove
‘business-as-usual’ provisions likely to unduly impede
recovery if a natural disaster occurs.

« pre-agreed specific 'nice to have’ projects in the event of
a major rebuild opportunity. The aim is to limit delay from
too much 'blue sky' debate post-event.

4. Central government should provide greater clarity pre-
event about post-event cost-sharing arrangements with local
government. Time is lost if post-event aspirations for central
government funding are unrealistic.
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5. Central government should implement the last government's
proposed EQC changes, if supported by the Kaikoura
earthquake experience.

6. Central government should consider mechanisms like the
Reserve Bank’'s Open Banking Resolution framework for failed
insurers.

Post-disaster response

1. Post-disaster plans should recognise not only the importance
of clarity about infrastructure rebuild (roads and other
essential utilities) but also the importance of regulatory
(regime) certainty to aid organic development within cities.

2. Arecovery agency should again be set up expeditiously. Its
structure should be to allow competent local authorities
to play a full role while playing a more supportive role where
needed.

3. Anchor projects and precinct designations should be avoided.

4. The planning and building functions should be separated for
any future anchor projects. The skills are different.

5. Government should ensure any post-disaster emergency
legislation incorporates provisions for takings based on the
Public Works Act rather than bespoke measures.

6. Government should quickly seek declaratory judgments in
key test cases arising after a major disaster.
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