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1. EXECUTIVE SUMMARY

1.1. Objectives and rationale

Funded under the National Climate Change Adaptation Research Facility, this study
addresses two objectives:

1. To assess the extent to which existing statutory frameworks, associated institutions
and policy processes support or impede national adaptation planning and practice,
and

2. To make a significant contribution to the development and implementation of a
strategic national policy framework.

The rationale for conducting this study was two-fold. First, that significant climate
change is unavoidable and that it is in Australia’s national interest to adapt to those
changes. Climate impacts are many and varied, direct and indirect, hard to predict
and quantify generally but particularly at the local scale, and impacts will inevitably
affect all sectors and jurisdictions. For this reason, it is a complex policy problem.
The IPCC, for example, identifies ten key areas of impact for Australia including
increasing frequency and intensity of extreme events such as droughts, bushfires
and floods, higher peak temperatures for longer periods of time, and sea level rise.
Despite the lack of hard economic data with respect to costs and benefits that might
underpin formal business cases to determine precise levels of investment needed for
adaptation, the case to adapt is compelling considering the projected effects to
Australia’s economy, infrastructure, communities, environment and human life.

Second, Australia’s capacity to adapt to climate change will rely on robust, efficient,
transparent, fair and flexible institutions which build a resilient and enabling
environment in which the necessary behavioural change can occur. While humans
and our institutions have a remarkable capacity to adapt to all manner of change,
this can occur at great cost to society as a whole or certain segments of it without the
guiding hand of judicious policy intervention.

This report synthesises our key findings against the two project objectives. In doing
so, it focuses on (i) where institutional arrangements currently support or impede
climate adaptation policy, and (ii) where revisions or new institutions may be
required, and the potential for a strategic national policy framework to achieve those
reforms.

1.2. Approach

The project behind this report undertook a nation-wide analysis of ‘core’ statutory
and institutional arrangements. At its commencement, the project team developed a
‘policy and institutional arrangement matrix’ to select seven case studies that,
combined, capture the full range of statutory and institutional arrangements in
Australia. Analysis of the individual case studies produced insights to the policy
mechanism, sector, threat or jurisdiction particular to each. All case studies have
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been written as self-standing works and draw out their own conclusions and
recommendations. Many involved close collaboration with stakeholder groups so as
to empirically associate theory with practice.

In addressing the two project objectives, it was necessary to evaluate the results
across all case studies. This evaluation drew upon the multidisciplinary expertise of
the team which included policy, legal, sociological, political, economic, environmental
and scientific fields. Concepts and emerging conclusions were tested with an
independent advisory committee as well as at a workshop of senior policy officials
from across a broad range of government portfolios.

1.3. Findings

Much is already being done in the adaptation arena in Australia. There is clear
evidence of:

e An awareness of climate risk amongst all levels of government, and particularly of the
relevance of climate impacts to existing laws, institutions and policy processes;

o Climate risk having been, or likely to be soon, incorporated into key, relevant
statutory arrangements such as planning and strategic decision-making, regulatory
frameworks, technical standards, performance-based standards and some policy
processes, at all levels of government, and

e Bottom-up initiatives by local governments and authorities to utilise those
arrangements so as to increase adaptive capacity in communities and regions.

Australia’s regulatory and institutional landscape is designed to be dynamic and
flexible, and all jurisdictions in Australia have made recent reforms to, inter alia,
planning and strategic decision-making, regulatory frameworks, technical standards,
performance-based standards and some policy processes. This is an important
finding because it implies that in the main existing statutory arrangements do have
the capacity to support climate adaptation planning. However, despite this progress
the report identifies some qualifying factors, for example:

e Some States/Territories are lagging behind in the review and reform of existing
arrangements, with the result that statutory arrangements can be more or less
‘robust’ depending on the jurisdiction;

e There is evidence of perverse incentives or conflicting policy goals in higher order
policies and associated legislative arrangements i.e. drought policy, disaster relief
policy, the primacy of human life over other social objectives in planning regimes;

e Almost all of the statutory and institutional arrangements we assessed apply to new
developments, projects and infrastructure, so that existing dwellings and
infrastructure are not captured by the revised legislation, except in certain
circumstances (in-fill developments, or post disaster reconstruction); and

e All Australian governments are making investments in climate change adaptation
with few being able to clearly articulate the business case for such investment. While
this reflects the precautionary principle in action, it also suggests that governments
have little basis (and possibly little policy capacity) for determining what level of
investment is an appropriate level and, inter-alia, what indicators are appropriate to
underpin monitoring and evaluation activities throughout investment cycles.
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Unfortunately, while the evidence suggests that existing arrangements are adequate
in terms of legal prescription, the study indicates that those arrangements do not
support climate adaptation in practice.

With respect to the enablers of and impediments to adaptation that lies at the heart
of the project’s title, around a dozen enablers and a dozen impediments emerge
from the studies. By distilling these and aggregating their essence, this report
identifies three significant concerns for national adaptation planning in practice:
1. Lack of clear and consistent implementation frameworks to guide adaptation
planning;
2. Lack of financial and human capacity at the state and local level to adequately
implement adaptive strategies; and
3. Detailed information, data and response strategies are patchy, not fit-for-purpose and
lack accreditation processes.

1.4. Recommendations

The report identifies a number of recommendations with each providing alternative
responses depending on the extent to which governments can negotiate a collective
response and the extent to which they seek to build longer-term resilience and
adaptive capacity across Australian institutions and communities. These
recommendations follow in Tables (i) and 6.

Three key recommendations stand out in addressing the three concerns
(impediments). Detailed justifications for these three recommendations are outlined
in the conclusions of the report.

Impediment 1: Lack of clear and consistent implementation frameworks and
guidelines

Recommendation: There would be substantial benefits from a coordinated, national
approach to improving adaptation policy. National in scale, such an approach could
be undertaken by the Commonwealth or through COAG, with a view to identifying
and articulating an overarching framework for climate adaptation priorities and
strategies, based on the principle of resilience.

Given the accelerating rate of climate change, and of the observed fragmentation
between policy domains, of particular importance in the development of a national
strategy for adaptation policy is that it should embody nested connections between
policy frameworks, so that as new information on climate hazards comes to light,
there is a single point of reference for all other policy and administrative domains.

Significantly, such an approach would further benefit from the establishment of a
new, dedicated institution to oversee implementation of the framework and support
State/Territory and local government adaptation strategies.
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Impediment 2: Lack of financial and human capacity at the state and local level
to adequately implement adaptive strategies

Recommendation: There are underutilised means of garnering more resources with
minimal government investment. These include: providing knowledge that is ‘fit for
purpose’ (see Impediment 3) to reduce redundancy in effort at the local government
level; creating incentives for private sector investment in adaptation, again to reduce
the financial burden on all three tiers of government; establishment of clear
overarching frameworks and guidelines (see Impediment 1) to establish priorities for
where available resources should and should not be spent; and investing in 'no
regrets' adaptation.

Overcoming impediments 1 and 3 will make a significant contribution to overcoming
impediment 2. However, new approaches for collaboration between local councils
and regional organisations should be explored and encouraged so as to develop
critical mass in adaptation activities, share scarce financial resources, and exploit
synergies in experience. New coordinating, collaborative arrangements between
local councils — extending existing, successful models — would also reduce the
administrative burden on State and Commonwealth agencies in their dealings with
them.

Impediment 3: Detailed information, data and response strategies is patchy,
not fit-for-purpose and lacks accreditation processes

Recommendation: There is a need to generate information that is ‘fit for purpose’,
at the appropriate scale so as to support policy and investment decision-making, and
that is deemed to be of sufficient quality as to be reliable (even allowing for
uncertainties). The inference here is that if information is generated, accessible and
accurate, the likelihood of public and private incentives aligning with ‘adaptive’
strategies will be enhanced. We note that significant work is being undertaken at
Commonwealth and State levels to improve the information base.

Commonwealth and State initiatives to generate climate-relevant information should
be continued, and that a central repository or ‘clearing house’ portal of climate
relevant information could be beneficial. Such a repository would include all
federally-funded information; it would respect the principle of ‘open access’; and it
would include both raw data provision and data ‘translation’ functions so that key
stakeholders such as local governments can understand the relevance of the data
for their particular jurisdiction. One vitally important use of information linking this
recommendation with the first is its role in underpinning national and state business
cases for adaptation investment. To this end, fit-for-purpose information should take
into account indicators of and methods for measuring investment success.

4  Statutory Frameworks, Institutions and Policies for Climate Adaptation
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2. INTRODUCTION

Despite the development and implementation of climate mitigation policies in
individual countries, including by the Australian Government through the Clean
Energy Futures Plan, efforts by the international community to find a meaningful,
global agreement on how best to reduce greenhouse gas emissions and mitigate
climate change have progressed very slowly. The consequences of this remain to be
seen in terms of scale and magnitude, but it now seems incontrovertible that
significant climate change is unavoidable and Australia will need to adapt to those
changes. The IPCC identifies ten key areas of impact for Australia, including
increasing frequency and intensity of extreme events such as droughts, bushfires
and floods, higher peak temperatures for longer periods of time, and sea level rise
(IPCC 2007). With ninety per cent of Australia’s population living in coastal
settlements and $263 billon of capital assets vulnerable to inundation under even the
most conservative estimates of sea-level rise, adaptation will be an important and
difficult task in Australia (DCCEE 2009).

Yet many of the threats posed by climate change are not new to the Australian
landscape: drought, floods, cyclones and prolonged periods of extreme temperatures
are a feature of Australia’s climatic system and weather patterns. In response,
successive Australian governments at both the state/territory and federal level have
designed and implemented a range of institutions to cope with those often-
devastating events, including planning and development regimes, building codes, the
provision of emergency services, mandatory insurance schemes and/or payments
for exceptional circumstances, to name a few. Thus, the effectiveness of adaptation
is a function of existing and potentially new institutions of governance, policy
processes, legal settings, organisational arrangements and administrative
procedures.

However, there has been very little detailed investigation into what institutions are
important, how these may limit or enable adaptation, or what specific institutional,
governance and policy process reforms might be needed. To address this deficit, this
project undertook a nation-wide analysis of key Australian statutory arrangements,
institutions and policy processes, to ascertain the extent to which they currently
support or inhibit adaptation responses. Where our current legal and policy
framework inhibits effective and timely adaptation, opportunities for appropriate
reforms were sought; so the project also explored if and/or where Australia’s climate
adaptation policy might benefit from new institutions and processes, including the
efficacy of a national climate adaptation strategy.

An important rationale underlying this project was the recognition that there is a
difference between the existence of laws or policies to support adaptation planning
and practice; the implementation of those laws or policies and; finally, the potential of
those laws and policies to support climate adaptation, following review and reform.
We draw attention to this distinction because a raft of statutory and institutional
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arrangements has been adopted which could in principle support adaptation, but
their use and efficacy hitherto has been limited in some areas, and ad hoc in others.

In short, the law is only as effective as the context in which it operates and thus in
this project, assessment was also made of broader policy and planning issues which
inhibit effective implementation. For instance, we considered issues such as (i)
information and knowledge gaps, including missing stakeholder contributions, (ii)
overlap, ambiguity, or contradictions in legislative requirements or processes, (iii)
inappropriate scale or scope of implementation and regulatory arrangements, (iv)
incentive gaps and conflicts for private and public sector actors that risk impeding
adaptation, including shortfalls in accountability and transparency arrangements, or
perverse public revenue or funding linkages, and (v) conflicting strategic policy goals
frameworks, which create unintended outcomes.

Another significant gap in our knowledge and understanding is how the task of
climate adaptation should be allocated between different levels of government,
particularly in a federation (Farber 2009; Harrington 2010; Glicksman 2011). As with
other policy issues in a federation, two key questions arise: when is it appropriate for
the federal government to act and what form might that action take? State and local
governments are in some ways the natural “first responders” to climate change: they
own or license critical infrastructure, provide health services, and control land use
(Farber 2009). Yet the federal government may logically be involved to set or
promote appropriate and uniform standards for adaptation efforts, disseminate
information in relation to risk assessments and mitigation options, or to finance
adaptation. Many factors need to be considered: constitutional constraints may limit
where and how federal governments can act (Glicksman 2011), the ideologies of
dominant political parties can tend towards more or less centralisation, and thus the
power of the national government relative to states can and does evolve over time
(Harrington 2010), and pragmatic considerations in relation to capacities, skills and
financial resourcing will inevitably merit attention (Tiernan 2011; Howlett 2009;
Coggan 2012). The allocation of responsibilities between federal and state
governments is not static, and determining ‘who does what and how’ demands
careful reflection, particularly at important junctures in policy decision-making.
Therefore a key premise of this project was that before the need to adapt becomes
truly acute, the Australian policy community has to think about the appropriate role
and responsibility of the federal government in its efforts to adapt to climate change.

Taking these two ‘gaps’ in knowledge as the rationale for our project, the objectives
were to:

1. Assess the extent to which current policies and institutional arrangements
promote or impede climate adaptation, in practice, and

2. Make a significant contribution to the development and implementation of a
strategic national policy framework.

Statutory Frameworks, Institutions and Policies for Climate Adaptation 13



This synthesis report summarises the insights gleaned from the seven focused
assessments that were undertaken. The paper is structured as follows. In the next
section we briefly recount our project design and methodology. In Section 4 we
explore the institutional and policy landscape within which climate adaptation exists -
and which informed our analysis and subsequent conclusions. In Section 5 we
provide a summary of the seven case studies undertaken (separate case study
reports supplement this synthesis report). In Section 6 we present our findings
against our ‘resilience’ framework. In Section 7 we present our conclusions with
respect to the efficacy of existing policy mechanisms, which is followed in Section 8
by our assessment of the ‘enablers’ and ‘impediments’ to climate adaptation in each
of the governmental mechanisms. Finally, in Sections 9 and 10, we present our
recommendations for how existing statutory and institutional arrangements should be
reformed or better utilised (Obj. 1), and where new statutory and institutional
arrangements may be necessary (Obj. 2).
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3. PROJECT DESIGN AND METHODS

Extensive detail on the project’s design and methods is provided in ‘Appendix 1: The
Selection of Case Studies’: the following summarises that detail. To achieve its aims,
the project was divided into four sequential parts, described below.

Part 1: Identification of relevant statutory arrangements and associated
institutions

It was neither possible nor necessary to assess all Federal, State and Territory
statutory and institutional arrangements of relevance to climate change in order to
better understand how those arrangements support or impede climate adaptation.
Instead, the project team opted to assess a sample of ‘core’ governance
arrangements that could be drawn on to advance adaptation planning and practice in
Australia.

Both the climate change adaptation and the policy literature are rich with forms of
categorisation of concepts relevant to each. Only on a few occasions do these come
together to explore how various categories of policy instruments, for example, relate
to various categories of desired climate adaptation response. Here, examples of
policy instruments might include both existing as well as new and modified
governance modes and mechanisms, such as: formal policy processes, statutory
and legislative settings, formal and informal organisational arrangements and
administrative procedures, markets and market-based instruments, information
management, and legitimacy and influence over the roles of civil society and industry
stakeholders (Garnaut 2008; Pittock 2011; Agrawala et al 2007; Butzengeiger-Geyer
et al 2011; Dovers and Hezri 2010; Dovers 2009). Examples of adaptation
responses might include adaptation of standards, institutions, investments and
domestic, agricultural and industrial practices (Hallegatte et al 2011); incremental,
transitional or transformational adaptation (Nelson et al 2011); and generic versus
specific adaptation, spontaneous versus planned adaptation and positive versus
negative adaptation (Preston and Stafford-Smith 2009). Combining such categories
into a matrix that quickly reveals the relationship between policy stimulus and
intended areas of response can provide the basis for the selection of case studies to
explore areas that reveal insights of interest to a project such as this.

Drawing from this literature, the project team devised a Policy and Institutional
Arrangement Matrix (Table 1) comprising, on the y axis, seven policy mechanisms,
and on the x axis, five attributes of these mechanisms. The policy mechanisms are
largely the instruments of government that can be employed to stimulate increased
adaptation to climate change across the community i.e. statutory arrangements and
associated institutions. The ‘attributes’ on the x-axis essentially act as descriptors of
each policy mechanism (i.e. factors that differentiate one form of mechanism from
another).
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In summary, our list of policy and institutional mechanisms in the matrix (y axis)
include the following:

a) Intergovernmental functions: These are formal agreements between governments to
work towards specified objectives. The Council of Australian Governments, comprising
the heads of the Federal and all State and Territory Governments, represents the
pinnacle of such frameworks. At the issue level, agreements and frameworks include
the Murray Darling Basin Agreement, National Water Initiative, and the National
Competition Policy among others. Often, but always, these agreements and
frameworks are underpinned by legislation and supporting institutions.

b) Intra-governmental functions: These are initiatives within a tier of government, either
Federal or State, which imposes a common platform of accountability, such as
reporting on sustainability or social inclusion, or promotes or requires cross agency
cooperation in dealing with a particular issue. The joint administration of the Natural
Heritage Trust and Caring for our Country initiatives between SEWPAC and DAFF is
an example of this. At a more operational level inter-departmental committees,
networks or task forces are commonplace.

¢) Regulation by prescription: These are mandatory (legal) requirements that must be
met under specific laws/legislation. They are the primary instrument of government
agencies to achieve agency objectives.

d) Planning processes: These are strategic and administrative procedures and modus
operandi by which agencies prescribe and authorize desired action in anticipation that
such action will provide public benefit or avoid public disbenefits.

e) Funding functions: These are incentive programs or investment initiatives that
provide subsidies or co-investment as a means of stimulating the uptake of particular
actions.

f) Information and analysis functions: These are publicly funded initiatives aimed at
enhancing the understanding of phenomena (basic research) and how to deal with
these (applied research) and at enhancing stakeholder understanding of the
consequences of phenomena and the means of responding (education and
awareness).

g) Market arrangements: These are instruments of government that influence the way in
which industry actors behave in various markets. Examples include water trading,
carbon pricing and trade policy.

While there are relationships between these different domains, and so their
demarcation is not black and white, the order of the domains essentially represents a
spectrum of stimuli from those that are more centrally controlled to those that are
more devolved. It should be noted that beyond these mechanisms are the
mechanisms of industry, such as self-regulation, and civil society, and community-
based education initiatives. These are very important mechanisms as they
demonstrate some level of commitment to shared responsibility (Newell 2008).

Using the Policy and Institutional Arrangement Matrix, the research team selected
seven case studies. In doing so, we aimed to balance scientific, socio-political and
pragmatic concerns. For example, our goal was to ensure that as a whole, the case
studies cross a spectrum of desired adaptation responses aimed at different climate
change phenomenon (scientific concern) and across a spectrum of targeted
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respondents as differentiated by their jurisdictional realm or financial capacity to
respond (socio-political concern). Importantly, the case studies needed to be
researchable (available information, willing participants etc) and be able to be
undertaken within the available budget and timeframe (a pragmatic concern).

Reflecting this, we chose case studies to deal with Mechanism 1 (Intergovernmental
function), Mechanism 4 (Planning processes), Mechanism 6 (Information and
analysis function), and Mechanism 7 (Market arrangements). Moreover, given that
many mechanisms can be seen to act concurrently or collectively to enhance or
impede adaptation at the local level, the research team included three attribute-
based case studies at the regional level (Attribute A), the threat level (Attribute B)
and the sectoral level (Attribute C). Figure 1 summarises the relationship between
the proposed case studies.
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Figure 1: Relationship of case studies

Attribute | A. B. C. D. E.
Juris- Sector Threat | Nature | Basis
Mechanism dictional of
scope power
1. Inter-governmental Case study 1 Case study 1
function (NWC/NCC) (NWC/NCC)
2. Intra-governmental o 9
function @ 8
3. Regulation by 2 g &
o 5 Q. [0}
prescription - —— s 2
— ase study =
. [e) . o 2 Case study 2
4. Planning processes s (Plraenrs")ng § N (Planning regs)
o —~
5. Funding function 5 s 8
O c 0
. Qo 7 ~
6. Information and § C"‘(SEenZtr;gyf* 2 Case study 3
analysis function = water) e (Energy, water)
7. Supporting market Case study 4 Case study 4
arrangements (Finance) (Finance)

Part 2: Development of criteria to assess the appropriateness and capacity of
chosen statutory and institutional arrangements

To be effective, any policy regime dealing with adaptation needs to be measured by
the extent to which adaptive capacity is built; by the extent to which adaptation
occurs as the ultimate evidence of success and as a fundamental intermediate step.
In dealing with the intermediate step, the research team applied a framework
assessing the extent to which the following four characteristics of effective adaptive
capacity (and resilience, after Cork et al 2011) are evident in each of the case
studies:

18

Clarity of purpose: Requires clear definition and understanding of problems at a
system level so that we can address root causes and not just symptoms.
Diversity: Requires a diversity of ideas, skills and resources, a diversity of views,
innovation, flexibility in problem solving, and wide inclusion of stakeholders in a
purposeful and structured fashion.

Connectivity: Requires institutional (including community) networks that are not
susceptible to collapse due to one part failing; effective use of resources;
community ability to organise itself, appropriate leadership; spare capacity; and
some duplication of functions and overlapping of institutions.

Integration and feedback: Requires a holistic consideration of issues and
realistic consideration of scale, accounting for the full range of interactions
between humans and ecosystems. It also requires resources to monitor and to
promote debate and learning.
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Part 3: Critical analysis of the key statutory and institutional arrangements and
policy processes

To understand the extent to which these characteristics were evident in our case
studies, the project team sought specific data in respect to the following (drawn from
Dovers 2009, Pittock 2009; Lin & Barton 2001):

What is the nature and reach of the approach? Is it generic (systemic) or
specific? What is its source of power and funding?

Is there explicit inclusion or scope for inclusion of climate adaptation in the
approach, and what are the relevant policy and decision-making
responsibilities?

Does the approach focus across stages of an adaptation management or
resilience enhancing process (e.g. vulnerability assessment, adaptation
planning, advocacy and awareness raising, emergency planning, early
warning, monitoring etc)? How is it communicated?

Is there evidence that the approach has resulted in some level of adaptation
to the consequences of climate change either as sudden shocks (e.g.
flooding, cyclones, drought, erosion etc.) or as slower-onset changes (e.g.
new risks to health, food security, livelihoods, basic infrastructure and
services etc)? Have the benefits been immediate? Have they been local and
specific, or multiple and diffuse?

What were the supporting, impeding or conflicting factors affecting success
and have there been perverse or unexpected outcomes? Is there sufficiency
of resources, including human, informational and financial resources to
implement the existing arrangements? What are the information and
knowledge gaps, including missing stakeholder contributions?

What is the potential or otherwise for the approach to be incorporated into a
national adaptation framework or to help shape such a framework?

Data were derived from telephone and face to face interviews with those responsible
for relevant policy development, implementation and review based on the above
criteria, as well as from the literature including previous reviews the case study
stakeholders have been involved in. The results from each case study are written-up
in the form of a discussion paper, all attached in Appendix B to this Report. The case
studies explored include:

Case Study 1. The potential of national and inter-governmental frameworks
to address climate adaptation: existing strengths, potential future reforms]
Case Study 2: Planning processes and strategic decision-making in
Australia: are they sufficiently robust to deal with climate change?

Case Study 3: Information and analysis in the relationships between energy
and water: promoting adaptation and avoiding maladaptation

Case Study 4. Market mechanisms and industry policy: The role of the
financial market in climate adaptation
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e Case Study 5: Interactions between policy mechanisms in a particular
jurisdictional setting: the case of the City of Melbourne’s Climate Change
Adaptation Strategy

e Case Study 6: Climate adaptation in the primary industries sector: strengths
and weaknesses of national frameworks

e Case study 7: Implementing the findings from the QLD and Vic Flood
Reviews: ‘unpacking’ shared responsibility and the role of the Commonwealth

Part 4: Identification of possible legislative reform and other policy
recommendations

For the most part, the project unfolded sequentially through each case study so that
the identification of possible legislative reform and/or policy recommendations was
on-going. However, the final part of the project — which this Synthesis Paper reflects
— aimed to synthesise the insights gleaned from the assessments undertaken in
Part 3, with a view to identifying:

i. where and how existing statutory and institutional arrangements should be
reformed or better utilised
ii.  where new statutory or institutional institutions may be necessary
iii. the core features of these and
iv.  the most appropriate agency to carry out those reforms.

Methodology

The methodology in this project encompassed three types of information outlined
below with the relevant cluster of the project highlighted in parenthesis:

e Review and synthesis of existing literature concerning appropriate and
optimal statutory arrangements and policy processes for climate adaptation
planning and practice, including review of current knowledge and
understanding from relevant sectors (i.e. water policy, extreme events etc.),
as well as recent work on climate adaptation and adaptive governance in
particular (Part 1 and Part 2)

e Review of existing legislation, key agency strategic plans and policy goals,
relevant reports, submissions and enquiries (state and federal) etc. as well
as any proposed reforms to legislation and/or policy processes (Part 1 and
Part 3)

e Interviews with leading experts on climate change adaptation, federal and
state government organisations and key stakeholders in policy processes
which fed into both the development of the assessment criteria (Part 2) and
provided much-needed intelligence in the assessments (Part 3 and Part 4)
from key end-users A list of those consulted or more formally interviewed is
provided in Table 1.
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Table 1. Consultation and interviews conducted during the course of the

project
. Number
Project consulted/ Affiliation
component  ipterviewed
Preparatory 5 e Department of Climate Change and Energy

stage and Efficiency;

ongoing e Land and Environment Court of New South Wales ;
guidance e Commission for EnvironmentalSustainability, State

Case study 1:

of Victoria;

Department of the Environment, Climate Change,
Energy and Water (ACT);

Business Council of Australia.

n/a - undertaken as desktop research

Intergovernm
ental
agreements
Case study 2: n/a - undertaken as desktop research
Strategy and
Planning
Case study 3: n/a - undertaken as desktop research
Information
and analysis
Case study 4: 28 ¢ Investor Group on Climate Change Australia/New
Finance Zealand (IGCC);
sector e The Carbon Bonds Initiative;
e Climate Risk Pty Ltd;
e London School of Economics;
e Grantham Research Institute;
e the Climate Group;
e the Institutional Investors Group on Climate Change
Europe (IIGCC);
e Westpac;
e ANZ;
e HSBC;
e Deutsche Bank;
e Credit Suisse;
e Citi Bank;
e Morgan Stanley.
Case study 5: 6 e City of Melbourne;
City of e University of Melbourne;
Melbourne o

Royal Melbourne Institute of Technology
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Project
component

Case study 6:
Primary
Industries

Case Study 7:
Flooding

Synthesis
workshop

Number
consulted/
interviewed

24

19

14

Affiliation

University of Melbourne;

Department of Agriculture Fisheries & Forestry
(Cmth);

Horticulture Australia Ltd;

Australian Farm Institute;

Australian Wool Innovations;

Department of Agriculture Fisheries & Forestry QId;
Sugar R&D Corporation;

Meat & Livestock Australia;

Grape & Wine R&D Corporation;

SA R&D Institute;

Dept of Agriculture and Food WA;

Department of Primary Industries, Parks, Water &
Env. Tas;

Dairy Australia Ltd;

Fisheries R&D Corporation;

Australia Dairy Ltd;

NSW Department of Primary Industries;
Department of Primary Industries Vic;

CSIRO;

Rural Industries R&D Corporation;

Grains R&D Corporation;

Australian Pork Ltd;

Dept of Resources NT

Victoria State Emergency Service;
Department of Primary Industry, Victoria;
Office of the Emergency Services Commissioner,
Victoria;

Department of Sustainability and Environment,
Victoria;

Local Government Association of Queensland;
Queensland Reconstruction Authority;
Queensland Department of Environment and
Resource Management;

Insurance industry;

Griffith University.

Department of Climate Change and Energy
Efficiency (DCCEE)

Attorney General’s Department — Disaster Relief,
Emergency Management branch

Department of Industry, Innovation, Science,
Research, Tourism and — Industry and Innovation
Division

Department of Treasury and Finance — Industry,
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. Number
Project consulted/ Affiliation
component  ipterviewed

Environment and Defence branch;

e Department of Sustainability, Environment, Water,
Population and Communities (SEWPaC) -
Environmental Assessment Branch;

e Department of Infrastructure and Transport (DIT) -
Major Cities Unit;

e Department of Prime Minister and Cabinet
(DPM&C) - Climate Change and Energy Section,
Industry, Infrastructure and Environment Division

e CSIRO - Climate Change Adaptation Flagship

e Australian Bureau of Agricultural and Resource
Economics (ABARES)

e Business Council of Australia

The full methodology for the project is described in Appendix A. The research
findings from this project will be published in their entirety in a forthcoming book;
synopses of the seven case studies are contained in Appendix B. Further details on
the forthcoming publication are available from the principle investigator.
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4, INSTITUTIONAL AND POLICY LANDSCAPE

The rationale for adaptation is clear: even with maximum emissions mitigation,
climate change will still occur, and while the size and magnitude of those impacts is
difficult to predict or quantify, the impacts will still need to be adapted to so as to
avoid devastating impacts to Australia’s economy, infrastructure, communities, the
environment and human life (DCCEE 2009). It is, therefore, in Australia’s national
interest to provide leadership on two fronts: first, in global climate mitigation efforts
S0 as to lessen the extent of climate adaptation needed in Australia and the region;
and second, to enhance the ability of households, businesses and communities to
adapt to climate change in the coming years.

Climate impacts are many and varied, direct and indirect, hard to predict and
quantify generally but particularly at the local scale, and impacts will inevitably effect
all sectors and jurisdictions. For this reason, it is a complex policy problem and
effective adaptation will necessarily involve actions across multiple sectors and
regions, and at multiple social scales, including (i) individual, household and firm
behaviour, (ii) formal laws, incentives and governance arrangements, and (iii)
evolving norms, attitudes and understanding. This project focuses on level (ii) where
adaptive responses will generally require formal processes of review and legislative
change. However, the challenge in identifying where those reforms might be needed
- or indeed whether they might best be undertaken in the context of a national
climate adaptation framework - demands an understanding of the institutional and
policy landscape in which those policies and laws are created.

In Australia, the institutional landscape is characterised by the shift in recent
decades towards a ‘shared responsibility’ model, involving ever-increasing numbers
of state and non-state actors with varying degrees of responsibility and capacity
(Giddens 2009; McLennan and Handmer 2011). For example, the emergency
management sector has moved towards greater devolution of responsibilities across
many more actors, a move which has been criticised recently as a result of recent
events (e.g. Black Saturday bushfires, major floods, prescribed burning escape
etcetera). The state cannot — as previously imagined — be either the sole preparer or
responder, or the insurer of last resort, and fierce debates are emerging as theory
and practice struggle to define the necessary balance of public, private and
community roles and responsibilities (Eburn and Dovers 2011; Handmer and Dovers
2013). While a clear rationale for such devolution can be identified (and noting that
this shift was replicated in numerous developed economies in the same period),
experience so far has been mixed and recent work has pointed to the need for
strong meta-governance settings to support such devolution of powers (Oliver and
Hussey 2012). The question for Australian governments, especially the Federal
government, is inevitably: when is it sensible for the federal government to act and
build adaptive capacity, in the context of variable contributions by different State
governments, and which of the policy mechanisms at their disposal will have the
greatest impact?
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Another important institutional shift has taken place across Australia in more recent
times with profound implications for climate change policy. The installation of
conservative coalition governments in most states has seen a corresponding shift in
policy and investment priorities. In some cases this shift has been dramatic in both
its speed and breadth; for example in Queensland we have witnessed an almost
overnight backlash against public investment in climate change related activities,
including the closure of the Office of Climate Change, amendments to the
Sustainable Planning Act and to the Local Government Act, and a review of regional
plans. From an adaptation perspective, the focus has shifted towards, or stepped
back, to management of climate variability. This shift in emphasis from managing
climate change to managing climate variability is now manifesting in most state
governments. The ramifications for national climate change adaptation policy are
profound because consistent and successful implementation of climate change
adaptation activities across jurisdictions will require inter-governmental cooperation.
Such cooperation will depend on some level of agreement on climate change
(adaptation or mitigation) as a policy priority.

As is often the case in policy analysis, sometimes it is in analysing policy failures that
insight strikes. With respect to climate adaptation, the existence of obviously
‘maladaptive’ policy responses affords us the opportunity to understand where things
went wrong, and thus where reforms or revisions might be necessary. Barnett and
O’Neil (2010: 211) define maladaptation as “action taken ostensibly to avoid or
reduce vulnerability to climate change that impacts adversely on, or increases the
vulnerability of, other systems, sectors or social groups”, and they go on to identify
five types of maladaptation:

1. Increasing emissions of greenhouse gas emissions

2. Disproportionately burdening the most vulnerable

3. High opportunity costs

4. Reduce the incentive to adapt

5. Path dependency

While Barnett and O’Neil describe the different forms of maladaptation, the concept
also neatly captures three critical problems in institutional arrangements that mar
attempts to increase resilience to climate change or, in the worst instances, create
maladaptive outcomes:

o first, the failure to identify unintended and unwanted consequences of decisions
in one sector on outcomes in another (absence of knowledge);

e second, the failure to incorporate that information (if known) into decision-making
frameworks (absence of process or agency); and

e third, the failure to pursue alternative, more ‘adaptive’ strategies even when
information on unwanted consequences is known and considered (absence of
political will or incentive).

It is instructive to explore some of the challenges which contribute to these problems,
and in the following section we explore three that proved particularly salient in our
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seven assessments and which were consequently addressed either directly or
indirectly in our recommendations: policy and decision-making under uncertainty;
multi-level governance arrangements; and the significance of ‘framing’ in the
development of climate adaptation policy.

4.1. Policy and decision-making under uncertainty

Information on climate change impacts is abundant, particularly in relation to well
known threats in Australia such as bushfires and floods. All levels of government, as
well as research and training institutions, industry bodies and NGOs are involved in
the production and analysis of information related to climate impacts and adaptation.
This includes information on the impacts of climate change, guidance material in the
form of best practice manuals, tools, information networks, courses and workshops.
(Although we note issues of coordination and access in this regard, and refer to the
current NCCARF Leading Adaptation Practices project.) Governments also have a
role in developing guidance to improve the quality and consistency of information.
Production of information is often collaborative with a number of different
organisations involved and funding opportunities from many different sources (see
Case Study 3). Many recent initiatives led by different organisations are outlined in
“Australia’s fifth national communication on climate change” (Australian Government
2010).

While information abounds, local information on climate impacts is often lacking, is
not publically available or is not used (Wenger et al. 2012). Downscaling climate
models and projections has significant limitations at present. Alternatively, studies
are issue or sector specific, and fail to make the links within and between sectors
which is so crucial to avoid maladaptive outcomes (Hussey and Pittock 2012). For
example, Foerster (2012) makes the point that it is important to acknowledge that
there are trade-offs associated with decision making in managing climate risk. Using
Victoria's decision after the devastating 2009 bushfires to provide for a strong
prioritisation of human safety over other concerns in planning provisions, Foerster
(2012) warns that such a decision may lead to unwanted environmental externalities:
“Of particular concern is the potential for development to continue in fire-prone areas
but on the condition that vegetation is cleared to mitigate fire risks. The management
of fire risks through vegetation removal can lead to increased carbon emissions,
biodiversity loss, and other forms of land and water degradation” (p. 333). Purely on
a public safety and asset protection basis, the efficacy of both focused and broad-
scale fuel reduction in such cases is contested (Gibbons et al 2012).

Climate adaptation research focuses on assessing the possible impacts of climate
change; identifying vulnerable sectors or communities in society; and proposing
strategies to increase our resilience to those impacts. However, three issues in this
domain pose particular problems for providing accurate, policy-relevant information
for decision-making. The first of these issues is the high level of uncertainty around
the magnitude and location of climate impacts. Much has been written on the
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uncertainties surrounding climate science, and the IPCC has dedicated much
thought to how uncertainties can be accurately and consistently accounted for in the
provision of climate information (IPCC 2010). More recently, Hallegatte et al. (2012)
consider the challenge of “deep” uncertainty in investment decision-making, which
they define as “a situation in which analysts do not know or cannot agree on (1)
models that relate to key forces that shape the future, (2) probability distributions of
key variables and parameters in these models, and/or (3) the value of alternative
outcomes” (p.2). The authors argue that climate change is a clear example of “very
deep uncertainty”, because historical weather and climate data can no longer be
trusted to provide an accurate picture of the future. There are three major sources of
uncertainty:

e Future emissions of greenhouse gas emissions (‘policy uncertainty’),
which are linked to demographic and socio-economic evolutions, to
available technologies, to values and preferences (e.g. development
models) and to policies. This uncertainty is linked to scientific uncertainty
(what futures are possible?), but also to a policy uncertainty, which is a
positive uncertainty that represents our ability to choose our future

e Scientific uncertainty (‘epistemic uncertainty’), which is created by our
imperfect knowledge of the functioning of the climate system and of
affected systems. It is for instance the uncertainty on the response of the
global mean temperature to a given quantity of GHGs (including “climate
sensitivity” i.e. the increase in global mean temperature for a doubling of
CO2 concentration in the atmosphere), but also uncertainty in the regional
effects of global warming, and the uncertainty on the reaction of affected
systems, such as lakes, glaciers and ecosystems

e Natural variability (‘aleatory uncertainty’), i.e. the fact that global climate
variables have their own dynamics, linked to the chaotic behaviour of the
climate system. Climate models provide information of statistical nature
(averages, variance, likelihood to exceed thresholds etc.), but they do not
provide forecasts, i.e. deterministic prediction of the future. In other terms,
they can estimate the average number of rainy days in the summers of
2060s, but do not say anything about the ‘any given day’ or even any
specific summer (Hallegatte et al. 2012: 6-7)

The extent to which one or other of these uncertainties is significant depends on the
scale of assessment. At a global level, and over the short term, natural variability and
scientific uncertainty in the models play the largest role while future GHG emissions
are relatively minor. However, at a regional scale, natural variability plays a more
important role, and climate model uncertainty is still large, and policy uncertainty
pertaining to GHG emissions is moderately important. As Hallegatte et al. (2012: 8)
explain “It shows that when looking at one country or one region, it is much more
difficult to predict future climates, regardless of future progress in our understanding

Statutory Frameworks, Institutions and Policies for Climate Adaptation 27



of climate change: natural variability means that the climate signal is more difficult to
extract”. At the local scale, “downscaling techniques” are used to predict future
climate, though this technique is based on historical data which can sometimes be
difficult to obtain, and even where long time series are available the technique
assumes that the statistical relationship between the climate data and local climate
phenomena will remain valid in a future climate (Hallegatte et al. 2012: 8). These
three uncertainties combined make it all the more difficult for decision-makers to
assess investments for long term climate resilience.

The second issue that is problematic in climate adaptation policy-making relates to a
scale misfit between what can be provided by climate models and what is needed by
decision-makers (this is more or less of a problem depending on how climate
adaptation is ‘framed’, see Section 3.2). As described in the discussion above,
climate models are susceptible to policy, epistemic and aleatory uncertainties which
increase in magnitude the closer one gets to the ‘grass clippings’. The models are
simply not capable of providing forecasts at the local level: there is a resolution of
~50km for physical downscaling and ~10km for statistical downscaling. In other
words, the finer-scale the modelling is, the greater the uncertainty. The consequence
of this limitation is an absence of knowledge at the scale at which decisions are
made: most notably, the local scale. This is developed further in Case Studies 3, 5
and 7.

A third challenge for policy-makers concerns the myriad actors and ‘end-users’
involved in adaptation strategies. Adaptation is a nation-wide process, and decisions
need to be made within all levels of government, in businesses (small, medium and
large), by individuals, communities, associations, within and between whole sectors,
and involving scientific and other types of experts. The multitude of actors involved
makes climate adaptation as a policy problem infinitely more complex. In the first
instance, and as explored in Section 3.2, all of those actors will hold several different
interpretations of the meaning and purpose of ‘climate adaptation’, such that arriving
at a shared understanding of the ‘problems’ and ‘solutions’ is very difficult (Finfgeld
and McEvoy 2011: 17). The large number of actors that have a ‘stake’ in climate
adaptation also makes identifying, funding and disseminating information relevant to
those individuals actors extremely difficult - a difficulty endured mostly by those
responsible for providing climate-relevant information and analysis (governments
and research agencies/institutions). The provision of information raises interesting
guestions. For example, to what extent is information generated within the private
sector protected as a matter of competitive advantage? When climate resilient
research is undertaken through tax-payer research funding should it be open-access
(and thus not buried in academic publications with expensive subscription fees)? If
so, how can and should that information be shared? As a matter of principle, it would
seem appropriate that any research funded by the Australian tax-payer that
contributes to the resilience of Australians and the Australian economy should be
accessible to all, yet there are many grey areas (see Case Study 3).
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There is also uncertainty over the efficacy of possible policy interventions, for
example of a disaster warning system, of an education campaign on heat
management in households, or of a policy assessment procedure triggered by
insertion of climate adaptation consideration in statutory objects (Dovers and Hezri
2010).

Combined, the three challenges of uncertainty, scale and ‘audience’ render policy-
making for climate adaptation a somewhat nebulous task and readily prone to
politicisation. Ultimately any form of uncertainty adds to the likelihood that decisions,
decision-making processes and the data informing these two will be contested.
Contestation in the climate change arena has been subject to considerable analysis
over the past two decades, much of it related to identifying and understanding the
implications of the dominant discourses that influence how problems are perceived
(if perceived as problems at all) and hence how they should be resolved (and
specifically through what actions) (see Dryzek 1997 and Heazle 2010 for example).
Suffice to say here that contestation is essentially a political process in terms of what
different stakeholders define as important, how politicians choose, set and promote
particular agendas and how they then act with bureaucrats to allocate resources to
implement agenda-laden policy in an environment where stakeholders’ competing
interests may not be resolved but become latent (i.e. subjected to domination by
political elites and acquiescence in that domination) (Lukes 2005).

Uncertainty and contestation are not only problematic for defining policy objectively,
they also impede clarity around questions like “How much adaptation is enough?”
and “What are the indicators of success?” These are questions that keep
bureaucrats awake at night as if consensus on these can be reached through
traditional positivist analysis; yet these questions are normative and context specific.
The dimensions of success are therefore diverse (i.e. in terms of economic,
ecological, social and institutional outcomes) and can be conflicting (Moser and
Boykoff 2013). Resolution to these questions is, once again, ultimately a political
process.

Notwithstanding the contested nature of climate change policy, as the next section
reveals, climate adaptation as a policy problem can be more - or less - complicated,
depending on how it is framed.
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4.2. The significance of ‘framing’ in adaptation policy

In addition to, or perhaps as a result of, the uncertainties inherent in climate -relevant
information, policy-making for climate adaptation is very much influenced by the way
in which ‘climate adaptation’ is framed as a policy problem. In abstract terms, frames
can be characterised as ‘organising principles that enable a particular interpretation
of a phenomenon’ (de Boer et al.,, 2010: 502). They are decisive in knowledge
production as part of research, policy development and policy implementation
because they are of agenda-setting character. Frames allow certain questions to be
asked while others get silenced (O'Brien et al., 2007).

In their formative paper ‘Framing Climate Change Adaptation in Policy and Practice’,
Funfgeld and McEvoy (2011), identify three levels at which framing takes place:
firstly, at a meta-level, in public discourses which reflect cultural values and belief
systems; secondly, at a conceptual level, which is largely manifest in theories on
adaptation processes and outcomes, most commonly in the scientific domain but
which subsequently inform policy development and adaptation practice; and lastly,
framing occurs at an operational level of adaptation practice, where any given
framing is articulated in policy documents, consultancy reports, strategies or
guidelines. At this latter level, the framing might appear in the written word as a
question of ‘risk management’, or ‘disaster resilience’ or ‘climate vulnerability’, all of
which influence the types of responses that will be considered. It stands to reason
that the three levels of ‘framing’ are not mutually exclusive, and, moreover, frames
that guide climate change adaptation can be explicit, i.e. openly discussed as part of
a policy or program design, or they can be subconsciously represented without ever
being reflected on or discussed (Fiinfgeld and McEvoy 2011: 19). Due to the nature
of framing as a social process discussed above, such implicit framing is common
and manifests itself by:

e How adaptation is referred to (e.g. as ‘problem’, ‘challenge’, ‘opportunity’, or
‘process for increasing capacity’),

e Who is expected and permitted to make qualifying statements about
adaptation (e.g. politicians, government staff, scientists, local residents),

e What questions are considered relevant and important (e.g. ‘what are the key
climate change impacts?’; ‘how certain is climate change?’; ‘who and what is
going to be affected by climate change?; or ‘who or what assets do we want
to protect?’), and

e The range of answers considered appropriate (e.g. depending on
underpinning values, professional traditions, and political risk involved).

(modified from de Boer et al., 2010 and cited in Fiinfgeld and McEvoy 2011: 18)

In other words, the way in which adaptation is framed is critically important to what
information is considered relevant and necessary, the likely adaptation responses
will be, who will be involved in making decisions around adaptation, and, crucially,
who is responsible for financing adaptation processes or outcomes.
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In Australia, the Productivity Commission’s draft report ‘Barriers to Effective Climate
Change Adaptation’ (2012) framed climate adaptation very much as a problem of
risk, much like any other risk:

Responding to change and managing risks are a normal part of daily life.
Adaptation to climate change can be thought of as a part of this ongoing
process of risk management — identifying, evaluating and responding to
changes in risks faced to minimise damage from harmful events and
maximise gains from new opportunities. Generally speaking, households,
businesses and other organisations are capable of managing the climate
variability and the risks they face. This is because people have an incentive
to assess the costs and benefits of taking action to mitigate the impacts of
climate change on themselves (PC 2012: 5).

Once framed as such, the policy response is to rely on providing information and
market signals to alert actors of the risks, on the assumption that private actors i.e.
the householder, the business owner, the investor etc. will react accordingly. Using
this framing, and perhaps not surprisingly, the PC came to the conclusion that “most
adaptation would occur without the need for government intervention” (PC 2012: 7).

However, as Funfgeld and McEvoy contend (2011: 29), relying solely on private
actors for achieving effective adaptation is difficult for a number of reasons, as
outlined in Table 2, below.
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Table 2. Barriers to market-based adaptation

Barrier

Example

Uncertainty about climate change impacts
affects the assessment of expected climate-
related damages and the benefits of
adaptation

Cost-benefit assessment results are
inconclusive regarding financial and non-
financial costs and benefits

Individual resource constraints in
understanding the nature of impacts on a
system require collective action

High cost of developing climate change
projections

Effective adaptation through market-based
processes may be limited for non-traded
public assets and goods

Supporting adaptation of biodiversity and
jointly consumed ecosystem services

Resource constraints regarding
implementing adaptation actions, as much
adaptation will draw on resources not held
by the adapting actors themselves

Local adaptation action plans not being
implemented due to resource constraints

Adaptation benefits may spill over to
beneficiaries other than the actor making
the change, which is as a systemic
disincentive for private adaptation
investment

Reducing agricultural water use from a
pooled water resource increases water
availability for other actors

Individual adaptation action may dislocate
climate-related impacts onto other
stakeholders unable to take action
themselves and put them at increased risk

Protecting a coastal property from erosion by
hard infrastructure may dislocate coastal
erosion impact to neighbouring properties

Some climate change impacts require
collective adaptive action in order to be
effective but high costs and uncertainty
prevent timely private action

A whole-of-catchment approach to reducing
water runoff can have a significant effect on
flood prevention whereas the effect of action
by individual property owners may be limited

Climate change impacts are distributed
unequally across space and social groups,
leading to inequalities that markets and
private action are unlikely to address
sufficiently without regulatory intervention

Low income groups may suffer
disproportionately from an increase in food
prices following extreme events (e.g. storms,
hail, flooding)

Focus on one small part of a system can
lead to maladaptation in other parts or
systems

Increased use of pesticides to combat an
increase in vector-borne diseases may lead
to adverse environmental effects

Institutional barriers need to be removed
before individual action can take place

Unclear governance arrangements over
responsibilities for climate change adaptation
prevent private action

Source: Funfgeld and McEvoy (2011: 29).
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Yet, once framed as essentially a problem of ‘risk management’, detailed exploration
of where the market barriers in Table 2 might exist, and thus what role each level of
government might play to overcome them, is necessarily shut down.

Interestingly, in the course of this project, it was clear that there are multiple framings
of climate adaptation currently evident amongst Australia’s policy community and
within official policy documents (see Case Studies 4, 5, 6, and 7). This may be
expected, as adaptation as a policy problem and broader societal issue has only
been recently prominent (relative to mitigation, Dovers and Hezri 2010), despite
components of the issue (drought, flood, etc) being of longer standing concern. The
most commonly used framings of adaptation are:

1. A hazards approach.

2. Risk management approach.
3. Vulnerability approach.

4. Resilience approach.

The consequences of these multiple framings are explored in Section 6 and in
individual case studies. As is explained in Section 5, our project deemed the
‘resilience approach’ to be the only ‘frame’ that could hope to achieve robust, long
term climate adaptation policies which respect the principles of ecological
sustainable development. In taking this position, we are aware that this could be
seen as a concession to a constructivist epistemology, whereas the dominant theory
in practice in climate change reflects the epistemology of realism, which holds that
there is no one frame or realm where universals exist and so action needs to be
pragmatic, meaning it should be defined and pursued in context (Devitt 1984). We
believe, however, that the realist approach taken in climate change reflects a greater
emphasis on being seen to be taking multiple courses of action than on taking the
most appropriate courses of action.

While a resilience frame is suited to the purpose here, we do not discount the
usefulness of other framings for different purposes, where appropriate. A resilience
approach has been argued to be complementary rather than oppositional to more
deterministic, focused approaches (Fischer et al 2009): with resilience framing being
most powerful for strategic and long term purposes, and approaches such as risk or
optimisation suited to more focused and particular decision contexts within the
broader strategic frame. As with the resilience approach adopted here, justification
and specification of the framing is necessary given, for example, the multiple
definitions of resilience that might be used (Botterill, in press) or many available risk
assessment and management frameworks available.
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4.3. Multi-level governance

From the recent body of work on climate adaptation in the national and international
literature, there is common consensus that a key part of adaptation policy will focus
on creating an enabling environment for adaptation; creating that enabling
environment is ultimately a responsibility of government and includes the need to:

e Set a legal, regulatory and economic framework for adaptive activities that
enhances resilience at the necessary scales without reducing resilience at other
scales i.e. balance resilience across a number of spatial scales;

e Drive adaptation at a number of scales (local, regional, national) and sectors
(business, households, communities);

e Manage distributional impacts across difference regions, socio-economic and
demographic groups;

e Remove price distortions created by regulatory or market failures that act as a
barrier to adaptation;

e Remove institutional barriers that prevent autonomous adaptation;

e Provide public goods such as information or the maintenance of ecosystem
services that are necessary inputs to autonomous adaptation;

e Provide human capital, skills formation, and structural adjustment and community
assistance that can underpin adaptive capacity at both individual and community
level.

Interestingly, a particular criticism levelled at the Australian Government by the IPCC
was that fragmentation across the three levels of government is a major constraint to
more robust adaptation in Australia (IPCC 2007). A consequence of this
fragmentation and the lack of central guidance is that “regional and local responses
have been limited, variable and inconsistent” (IPCC 2007: Section 11.5). The IPCC’s
criticism cuts to the heart of two factors which pose significant challenges for
effective and coordinated governance for climate adaptation. First, trends in
governance over the past 30 years have been characterised by a shifting focus away
from state-centred programs, with a devolution and diversification of governance
featuring non-state actors and non-government based modes of governance (Schout
and Jordan 2005). This shifting emphasis has primarily been dominated by a focus
on economic reform and markets on the one hand, and ‘empowerment’ of
communities/civil-society on the other. This has given rise to issues of authority,
responsibility, accountability, coordination and integration (Benham et al.
forthcoming).

In Australia, the federal system engenders significant governance and coordination
challenges. While there has been increasing societal expectations of a more national
framework and policy approach in many policy areas (for example, education policy,
environmental policy, and natural resource management) through increasing Federal
Government involvement, the primary responsibility for the majority of governance
programs which relate to climate change resides with the state, territory and local
governments, and in many cases newer regional entities. In many respects, the
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reality of federation is at odds with contemporary societal and political expectations
and national economic and environmental imperatives. This gives rise to substantive
issues of state power, federal coordination and consistency and multi-jurisdictional
governance (Bell and Hindmoor 2009).

Additionally and significantly, state authority is highly fragmented in many of the
policy domains that are affected by climate change (for example, critical
infrastructure supply such as urban water governance, emergency management,
planning and development laws around the built environment etc). While the Federal
Government seeks to coordinate the macro-policy settings for economic efficiency
and structural reform in many of these sectors, implementation responsibility resides
with state and territory governments. Further fragmentation of state authority is
evident within most jurisdictions as various responsibilities are delegated to local
government, public utilities and to ‘independent’ state/territory government economic
regulatory agencies. Such fragmentation weakens Australia’s resilience to climate
threats, but also demands greater attention be paid to the potential role of the federal
government in climate adaptation policy. Positively, multiple approaches in different
jurisdictions allows experimentation and relevance to different contexts, however for
this to yield benefits in terms of comparison and lessons arising, varied ‘experiments’
must be coordinated and monitored.

As mentioned above, the role of federal governments in climate adaptation policy is
often unclear, ill-defined or contested. Some authorities argue that adaptation is
essentially a local-scale endeavour and the role of the Federal Government is small
(Garnaut, 2008; Productivity Commission, 2012), while others assert that promoting
adaptation is a responsibility of all scales of governance (Dovers & Hezri, 2010). In
examining adaptation in large-scale river management in six countries, Pittock
(2009) identified the roles of national governments in promoting adaptation are to act
within their jurisdictions and facilitate action at sub-national scales by communicating
relevant knowledge and ensuring that there are appropriate legal mandates and
funding mechanisms. In responding to catastrophic national disasters, Eburn (2011)
argues that the Commonwealth has significant interests in responding to disasters of
national consequences and thus the role, powers and responsibilities of the
Commonwealth be enshrined in legislation to that effect. The existence of numerous
national strategies or policies that are climate-relevant suggests that while the
degree of responsibility for the Commonwealth may be contested and vary between
sectors, the fact that the Commonwealth has a role to play is not. Indeed, the
Commonwealth’s role in funding relief and recovery efforts after the 2010-11
Queensland floods is a stark reminder of just how pivotal the Commonwealth is in
dealing with natural hazards; it is also a reminder of the duty the Commonwealth
bears on behalf of the tax-payer to ensure relief and recovery bills are kept to a
minimum.

As a federated constitutional state, the areas in which Australia’s federal government
is legally entitled to govern is laid down in the Australian Constitution Act 1900 (UK)
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and is restricted to the ‘external affairs’ power and matters relating to taxation,
health, postal and telegraphic communications, defence and counter-terrorism,
insurance, trading corporations, and the payment of social security benefits
(Australian Constitution s 51(xxix)). However, in practice, there are numerous issues
and policy domains of relevance to climate change which the Commonwealth has an
interest in, or responsibility for, even in the absence of statutory powers. In recent
years, the language of ‘shared responsibility’ has emerged to characterise co-
operative federalist responses in key policy domains, which are often initiated and
co-ordinated through the Council of Australian Governments (COAG). The Australian
Government's 2010 position paper, ‘Adapting to Climate Change in Australia’, is
supportive of this view, though it goes further to advocate a leading and strategic role
for the federal government in future adaptation policy: “The Australian Government
has a responsibility to lead national reform to ensure Australia is well placed to deal
with these [climate] risks. Similarly, while many adaptation decisions will be based on
local conditions, it will be important where necessary to maintain national
consistency in important areas of standards” (Commonwealth of Australia 2010: 9).
In contrast, the draft PC report on barriers to effective climate adaptation saw only a
very limited role for the federal government, for reasons outlined in the previous
section. In our assessment, there are a number of ways in which the federal
government can and should take a leadership role, though the extent to which that
role can be successful is conditional (see Section 7 this paper, and Case Study 1)
and both the opportunities presented by, and challenges inherent in, multi-level
governance require close scrutiny before long-term policy commitments are made.
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5. SUMMARY OF CASE STUDIES

5.1. Case Study 1: The potential of national and inter-
governmental frameworks to address climate adaptation

This study explored the role and potential of national framework policies that could
be applied to initiating, enabling and coordinating adaptation options. To do so, we
analysed the strengths and weaknesses of existing or recent national frameworks as
a policy tool, essentially to identify key policy design features, institutional factors
and resourcing issues that lead to more or less degrees of impact. The national
frameworks examined include the National Strategy for Disaster Resilience (NSDR),
the National Water Initiative (NWI), the National Strategy for Ecologically Sustainable
Development (NSESD), the Resource Assessment Commission (RAC) and the
National Competition Policy (NCP).

The five national policies examined underline the difficult, though not
insurmountable, challenge of developing and implementing effective national policy
frameworks in Australia.

The NCP and water markets component of the NWI illustrate that, to succeed, a
national policy needs bipartisan support, from Federal and State governments or
agencies and a coalition of stakeholders advocating for their implementation.
Notably, these two policies sit squarely within the ambit of the dominant neo-
classical economic paradigm. They also focus on national issues generally
perceived as requiring immediate action and delivering tangible benefits, namely;
enhancing the competitiveness of the national economy and addressing water
scarcity and combating devastating salinity, rather than issues regarded as having
incremental and long term benefits, such as disaster resilience (NSDR) and
ecologically sustainable development (NSESD).

The NCP and NWI share other commonalities. These policies focussed on a limited
number of core principles and systemic legislative reform and have been
implemented incrementally over many years. The allocation by the Federal
Government of substantial funds for state governments, contingent on policy
implementation, was a critical incentive for NCP and NWI policy implementation.
Importantly, the two policies reported to COAG, perhaps making them less
vulnerable to the preferences of a single federal minister or government in power at
the time. They also had champions in the Federal Government - backed by central
agencies - for implementation in the form of the National Competition Council and
the National Water Commission in the Federal Government. The focus of the NCC
and NWI on legislative reform and on independent regulatory agencies has provided
subsequent opportunities for public legal challenges that add accountability,
transparency and incentives for governments to follow through on their policies.

By contrast, the NSESD has a broader and more diffuse agenda and does not focus
on a small number of core principles, or share the incremental implementation and

Statutory Frameworks, Institutions and Policies for Climate Adaptation 37



associated legislative reform of the NWI and NCP. Similarly, the slower progress of
the NSESD can be linked to the lack of substantial federal funding, linked to policy
implementation, to state governments and the cessation of cross-compliance
funding. The NSDR and NSESD lack champions in the Federal Government or
dedicated central agencies and have made little progress. This broad federal support
is crucial, the RAC as a unit within a government department was beholden to the
views of a single political leader - the Prime Minister - and fell with a change of
leadership. The role of RAC with its adhoc investigation briefs and deficit of systemic
roles made it easily marginalised.

These observations suggest that it will be hard to develop and very difficult to
systemically implement an effective national climate change adaptation policy. To
succeed, a policy will need to be focussed on a limited number of core principles.
Bipartisan support will be required, and while this is conceivable, it will be hard to
engender when climate change policies are politically and publicly contested.
Consistent support from key stakeholders will be required; however few may be
motivated by the incremental and long term impacts of climate change to be such
diligent advocates. Positioning an adaptation policy in terms of socio-economic
benefits is crucial to engender more support rather than seeing such policy
marginalised in the environment portfolio.

5.2. Case Study 2: Planning processes and strategic decision-
making in Australia: are they sufficiently robust to deal with
climate change?

The role of planning regimes — and the strategic decision making that is embedded
in them — is central to any climate adaptation framework. Our objective in this paper
was to assess the potential of existing urban planning regimes to require or enable
human decision-making to respond to the challenges of a changing climate.
Following this definition, we divided the analysis into the potential of existing
planning regimes to integrate consideration of climate impacts into decision-making
in urban settings, according to ‘statutory requirements’ and ‘enabling factors’. We
assessed the state planning regimes in Victoria, Queensland and New South Wales.

In our assessment, Australia’s existing planning law does support national
adaptation planning insomuch as there is clear evidence of climate risk having been,
or likely to be soon, incorporated into key, relevant statutory planning arrangements,
strategic decision-making, regulatory frameworks, technical standards, performance-
based standards and some policy processes. For example: the peak standard for
flood management, the Australian Rainfall and Runoff Guidelines, are currently being
extensively revised to take account of natural and anthropogenic climate change; the
building codes of Australia are currently under review to take account of future
climate change; Environmental Impact Assessment is evolving in some jurisdictions
to take account of climate change; major infrastructure projects like airports are
incorporating climate risk into their design; and some states are using existing

38  Statutory Frameworks, Institutions and Policies for Climate Adaptation



frameworks to develop state-wide climate vulnerability assessments and response
strategies. Ambitions for nationally-consistent planning schemes to overcome
inconsistencies between the states have also been expressed in recent years, and
while little progress has been made on that front hitherto, the decision by the Council
of Australian Governments (COAG) to develop and implement national urban policy
is indicative of how Australia’s institutional arrangements can be used, where there is
sufficient appetite.

However, the paper also analysed the ‘enabling’ factors in implementing planning
provisions, such as the institutional settings and organisational structures for
planning regimes, which are the ‘soft’ side of planning, but ultimately determine how
vigorously and rigorously a government can/will act in scrutinising its own policies
and proposals. For example, adopting a strategic planning approach is in and of
itself insufficient to ensure that planning regimes achieve intended outcomes for
climate change adaptation because ultimately it is the institutional settings that
dictate who has the independence, authority and necessary skills to undertake an
independent assessment for decision-making. Analysis of the legal and management
aspects of the three state planning processes supports this. It suggests that existing
statutory and institutional arrangements should be sufficient to support adaptation in
process, but while the law is not inadequate, the institutional settings that underpin it
are.

Overall, the case study observes that much progress can be made by mainstreaming
climate adaptation into existing planning and strategic decision-making frameworks -
as has been done with many other issues, especially after the 1990s and the
introduction of ecological sustainable development. However, such mainstreaming
only works if the necessary information is available for the risk assessment and if
decisions are made and upheld by the appropriate agency, which in turn is
appropriately skilled, resourced and motivated.

5.3. Case Study 3: Information and analysis in the relationships
between energy and water: promoting adaptation and
avoiding maladaptation.

This case study looked at the potential and scope for the Commonwealth
Government to use its role in the provision of information on climate adaptation to
greater effect. More specifically, the case study examined the role of governments’
information and analysis functions to see how they deal with combinations of
regulatory/policy measures. The example dealt with the regulatory arrangements
which require energy suppliers and developers to account for water withdrawal and
consumption in development proposals, and the knowledge and awareness
measures needed to enhance the adaptive capacity of the energy sector to likely
changes in water availability.
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The case study took it as read that funding and generating information and analysis
to support climate adaptation is not itself an end-goal but rather a means towards
achieving increased resilience and adaptive capacity in society. However, the
peculiarities of climate adaptation as a policy issue — the need to evaluate location-
specific impacts and responses, uncertainty in projections and ambiguity in who
‘owns’ the problem — means that information and analysis generated can risk
missing its intended audience. As a result, policies and decisions are made which
often produce unwanted and maladaptive outcomes.

From this analysis, several barriers that exist to reduce the usefulness of that
information were found:

e Policy, epistemic and aleatory uncertainties in the climate science and
modelling exist which make it more difficult for decision-makers to assess
investments for long term climate resilience;

e There is an absence of accurate fine-scale modelling for local contexts,
resulting in significant knowledge gaps about what the impacts will be at a
local level and therefore how best to respond;

¢ Numerous end-users of climate adaptation information and analysis, across
all sectors of society and levels of government, make it difficult to prioritise
research needs when the end-users are limitless but the funds are finite.

Nevertheless, there has been considerable effort taken in identifying and filling
research gaps, through the various research and information mechanisms
established by Commonwealth funds. For example, through NCCARF, CSIRO, the
Bureau of Meteorology, Geoscience Australia, RIRDCs, and the competitive grants
schemes of the ARC and NHMRC. Co-funding arrangements between
Commonwealth funds and universities, industry-funded entities such as RIRDC and
the private sector have shown the capacity for tax-payer dollars to be leveraged to
greater effect. Factors which would support this policy function therefore include:

e Along-standing, sizeable and talented research capacity to provide the
supporting science behind decision making, including adaptive management

¢ Institutional arrangements that enable Commonwealth initiatives to lever
funds with industry-funded, university-funded, or state/local government-funds
to establish climate adaptation projects

e Strong ties that exist between science and extension, building on the NRM
sphere (see Case Study 6), including through the process of participatory
research, to enhance adoption of adaptation strategies

e A targeted, national framework to identify research needs, informed by and
directed at, the establishment of a greater number of ‘clusters’ of local
councils modelled on existing and successful regional organisations of
councils working in the adaptation space
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5.4. Case Study 4: Market mechanisms and industry policy: The
role of the financial market in climate adaptation.

The finance sector historically has not been considered in the context of climate
change, yet it has become apparent in recent years that finance sector actors are not
only impacted by climate change, they also have a central role to play in responding
to climate change. Comprising the insurance (including reinsurance), asset
management (including institutional investment) and banking industries, the finance
sector needs to take on this role because reducing emissions and adjusting to
climate change involve investment and risk. The purpose of this case study was to
identify existing Australian policy that motivates private sector finance to protect
assets from the risks of climate change; identify extant institutional or regulatory
barriers that inhibit private sector finance for and investment in adaptation strategies
and projects; and make regulatory recommendations for how the Australian federal
government could stimulate a greater flow of private sector finance/investment for
climate change adaptation.

The case study discusses four particular findings. First, protecting long-term assets
in Australia, both fiscal and physical, from the risks of climate change will require
significant capital outside of normal government channels and business as usual.
Private finance sector actors are economic gatekeepers with access to money and
licence to allocate it and direct capital flows. These actors make decisions based on
‘the business case’, which comprises a cost/benefit analysis of projected returns and
potential risks inherent in a potential investment or project. Accordingly, existing and
new government policy for adaptation in Australia must be measured against this
benchmark: ‘how does it facilitate the business case for private investment and
financing?’

Second, current market policy mechanisms, being a carbon price, the renewable
energy target, and the forthcoming Clean Energy Finance Corporation, should
provide confidence for investors in low-carbon assets in order to protect long-term
monetary assets, such as superannuation. However, there are no equivalent market
policy mechanisms that encourage finance for adaptation in physical
assets/infrastructure. Grants under the National Partnership Agreement on Natural
Disaster Resilience, extant building/infrastructure guidelines and company reporting
requirements are all insufficient to incentivise private adaptation investment in
physical assets, especially existing ones.

Third, there are several salient institutional and policy barriers that inhibit private
sector investment in adaptation strategies and projects. Institutional barriers include:
information asymmetry and perceptions of risk that skew business case evaluations;
and the private finance sector’'s lack of (a) awareness of climate change impacts,
and (b) experience in identifying and making climate-related investments. Current
policy barriers include: continuing fossil fuel subsidies that create incentive
distortions, and a lack of policy incentives to replace or refurbish existing assets to
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increase climate resilience beyond energy efficiency savings. This is particularly
relevant for owners of multiple assets such as utilities or property investors with large
portfolios.

Finally, a federal regulatory mix could be considered to encourage, leverage and
procure financial resources for adaptation at the necessary scale. There are policy
options that would complement the existing low-carbon policy framework and which
comprises three elements: (1) a central national information repository; (2) non-
coercive adaptation policy that encourages climate finance for adaptation,
recommendations include co-financing arrangements and the use of market policy
mechanisms such as tax credits, grants, feed-in-tariffs, and Climate Bond; and (3)
coercive adaptation regulation that mandates how financial actors must facilitate
adaptation, taxation and prescriptive mechanisms.

5.5. Case Study 5: Interactions between policy mechanisms in a
particular jurisdictional setting: the case of the City of
Melbourne’s Climate Change Adaptation Strategy.

The objective in this case study was to shed light on how different policy
mechanisms (laws, processes, funding etc.) interact with each other within a single
jurisdictional setting to either enable or limit considerations of climate adaptation.
The focus was on the Climate Change Adaptation Strategy of the City of Melbourne
given the strategy’'s relatively high profile and comprehensive approach to
adaptation. The case study provided the opportunity to assess how climate
adaptation is handled at the level commonly advocated as the scale most relevant to
and effective in adapting to climate change namely, the local level.

A number of findings from the case study are of cause for concern, not because they
are new and insightful, but because failure to act on them in the past represents an
institutional failure. In particular, the need for greater coordination between all three
levels of government is required so that the implementation of local adaptation
strategies is not undermined by conflicting visions for development at the Council
and State Government levels. This should be of concern to the Australian
Government where it invests in risk assessments and local adaptation planning that
processes that are not given due consideration in adaptation responses.

A highlight of the case study was the tension caused by funding for adaptation
largely being project based, and therefore encumbered with quantitative outcome-
based accountability measures inconsistent with the nature of resilience. As such,
proposals for many activities are couched in terms of short-term demonstrable
outputs that largely leave no legacy in terms of long-term adaptive capacity or self-
sufficiency (including transitions to self-funding). One contributing factor to this form
of maladaptation has inadvertently been the narrow risk assessment framing through
which adaptation options are identified and pursued.
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Alternative ways of framing adaptation include the hazards, vulnerability and
resilience approaches. Different approaches to framing assessments and adaptation
planning can result in significantly different adaptation plans, and therefore
significantly different responses. This is because each framing has biases towards
different institutions, information, disciplines, professions and types of people, all with
different methods and processes. With each of these come diverse perspectives of
what the problem is and what the solutions might then be.

Most local governments are not as well-resourced as the City of Melbourne, but even
here the Council struggles to gain access to the timely scientific, social and
economic evidence to underpin policy decisions. While the impacts of climate
change will differ from local government to local government, consistency of
information and messages is important to gain confidence. There is a role not only
for local and state institutions to be involved here, but there is a role for national
research institutions to ensure data and analytical assumptions are benchmarked.

5.6. Case Study 6: Climate adaptation in the primary industries
sector: strengths and weaknesses of national frameworks.

This paper focused on national frameworks associated with the primary industries
sector to assess the extent to which they have been successful in encouraging
climate adaptation responses. In this way the case study adds to the national
frameworks explored under Case Study 1. Primary Industries was selected as an
industry sector case study because it has been arguably the most active in climate
adaptation, albeit it mostly focused on climate variability, over many decades.

Many of the primary industry sector’s institutions have a legislative base while also
having close ties industry stakeholders. The industry’s Research and Development
Corporations, for example, receive funding from both industry and government, and
these bodies have enabled government to implement a range climate change
initiatives in return for government matching of industry levies. Indeed, the strong
statements from government about what it expects to see for its matching
contributions acts as a very effective and efficient means of reaching agricultural
stakeholders across the country. Importantly, it also acts to lever private (industry)
investment in climate change activities, including adaptation.

Primary industries have a strong history of investment in adaptation, particularly in
respect to adaptively managing the vagaries of seasonal variability. However an
assumption made by many of the industries is that the path of incremental change
that they continue to actively pursue will be enough to address climate change. For
some industries and for some regions this assumption may hold true while for others
it may not. If investing in primary industries adaptation efforts, policy programs need
to be cognizant of whether an investment in incremental adaptations will have any
value, or whether supporting longer-term transformative efforts would be better. That
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said, transformative adjustments are difficult for many traditional farm businesses
where risk aversion is a dominant culture and where capital investment is difficult.
While many primary industries have claimed that they have built their success on
their capacity to adapt, in reality surveys have shown that only around one third of
farmers and graziers are now actively participating in the process of innovation. This
has implications for how R&D investors devise engagement strategies for farmers
that are time bound or reluctant to adjust their farming practices.

A number of conflicts are discussed in the case study. These tend to be based on an
inherent tension between i) productivity growth and its consequences for industry
profitability, export growth and industry contribution to national GDP, and ii) the need
for sustainable production systems that minimise externalities and where possible,
even restore degraded environments. Unfortunately, many government funding
programs tend to deal with these issues as though they were separate. While many
land management programs incorporate the rhetoric of integration, the separate
administrative and information support mechanisms send an inconsistent message
to farmers.

Factors which foster climate change adaptation within the primary industries include:
the capacity of industry-funded institutions involved in the innovation process to
provide a credible conduit for coordinating significant public good programs such as
climate change policy initiatives; a long-standing, sizeable and talented research
capacity to provide the supporting science behind decision making, including
adaptive management; the strong ties between science and extension, including
through the process of participatory research, to enhance adoption of adaptation
strategies; and institutional arrangements that enable government investment to
lever (mostly private) investment.

Impediments include: the mixed messages inadvertently sent by different policy
interventions aiming to achieve conflicting outcomes; poorly designed programs
aiming to achieve multiple outcomes that might be in conflict unless well integrated
(often requiring additional management expertise not available to policy
organisations); and uncoordinated policies and programs administered by different
portfolios where the merits of programs may be judged on the attributions
stakeholders give to the administering body rather than on the merits of the policies
and programs themselves.
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5.7. Case study 7: Implementing the findings from the QLD and
Vic Flood Reviews: ‘unpacking’ shared responsibility and the
role of the Commonwealth.

This case study analyses the findings of four major flood reviews conducted in 2010-
2011 to identify the key roles and responsibilities of the state and federal
governments in achieving the recommendations put forward in those reviews.

The study finds that while climate change adaptation is a stated rationale for
resilience, it is not referred in key funding mechanisms such as the National
Partnership Agreement for Natural Disaster Resilience, or in most annual state
implementation plans. However, these funding mechanisms and others have
enabled the development of risk assessments and adaptation plans, as well as
community awareness raising and development or revision of key flood management
tools. At this stage, it is difficult to determine whether the resilience approach has
resulted in adaptation to flooding.

To adapt to climate change, Australia needs to ensure it maximises the benefits of
large and small floods, while minimising the adverse consequences of large floods
that result from poor management. Floods are vital for Australia’s water security and
this will only become more important during the prolonged droughts anticipated as a
result of climate change. Analysis in this case study suggests that aspects of flood
management which address these objectives most in need of attention are:

e assessment of the adequacy of current planning instruments to accommodate
climate change;

e consistent policy, legislation and planning processes to ensure that future
flood risks are assessed and addressed,

¢ sufficient resources for local government (both technical and financial) for on
the ground flood prevention and mitigation;

¢ significant increase in funds available to flood prevention/mitigation to reduce
long term damages, in particular for:

0 basic nationwide flood mapping

0 sophisticated flood mapping in urbanised and developing areas that
includes worst case scenarios, projected population and development
and flood consequences

o improved development planning to mitigate risk to the extent possible

o0 relocation of those most at risk and reassignment of land to flood
compatible uses

0 recognition and support for ecosystem approaches

o flood recovery strategies that merge with prevention to increase future
resilience;

e administrative structures that enable a catchment based approach to flood
management;

e integration of ecosystem approaches into training for flood managers, coupled
with community education programs
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Major impediments to achieving these objectives include conflicting development
policy objectives, many of which value short term development gains over long term
disaster prevention; the non-mandatory nature of many current provisions relating to
flooding; insufficient investment in prevention (as opposed to relief and recovery);
disincentives such as badly targeted flood relief and lack of financial consequences
for those making risky development decisions; planning that is based on
administrative boundaries rather than natural geographic ones; planning tools that
are inadequate to address future risks; and inadequate resourcing, particularly for on
the ground implementation. Potential financial consequences are a major barrier that
inhibits local government from using flood information and applying appropriate land
use and development controls, particularly if this means land has to be ‘downzoned'.

In order to achieve improved flood management, reforms will be needed at all three
levels of government. At the Federal level, funding needs to be targeted at
preventative measures that will reduce future damage bills, such as the better
integration of disaster recovery programs with mitigation of future risks. The current
focus on risk assessment that addresses consequences is sound. However, the
amount of money available to mitigate flood risk needs to be vastly increased.
Stronger options to encourage improved land use and development planning, such
as reduced federal investment in regions with inadequate controls could be explored
if current cooperative approaches prove insufficient.

State / territory planning processes could be improved to enable facilitate adaptation.
Rather than relying on modelling to provide greater certainty about flood risk,
improved decision making systems need to be implemented that enable low cost,
flexible approaches to flood risks. Local governments also need to be better
supported by state governments in terms of technical capacity and financial
resources for generation of flood information and risk assessment. Appropriate legal
protection or financial capacity to pay compensation when it is necessary to
downzone could encourage the actual application of flood information.
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6. DISCUSSION: POLICY MECHANISMS FOR
RESILIENCE

6.1. Background

Resilience thinking has been advocated as the appropriate framework for facilitating
adaptation to climate change. It is a framework that has grown from the field of
ecology to be embraced by a broad range of institutions seeking to address
perceptions of growing risks and threats and an increase in the severity and
frequency of surprise events (Kennedy et al 2011). A particularly appealing feature of
resilience that lends itself to climate change adaptation is its acceptance that
systems are always in a state of change and as a consequence need to be managed
for flexibility, not stability (Nelson et al. 2007).

“Resilience of what, to what?” is an important question to ask if taking this approach
to framing adaptation policies. Context is vital to turning resilience theory into
adaptive practice. In this regard resilience can fluctuate over time, and usually
emerges from the bottom up (Cork et al 2010).

Resilience and adaptive capacity can also apply to policy. The resilience of policy is
challenged by many factors, including its focus on economic efficiency. Concepts
associated with resilience have been used by this project to analyse the efficacy of
the broad range of policy and institutional mechanisms available to Government to
facilitate adaptation. These concepts included:

e Clarity of purpose: Resilience requires clear definition and understanding of
problems at a system level so that we can address root causes not just
symptoms

e Diversity: Resilience requires a diversity of ideas, skills and resources, a
diversity of views, innovation, flexibility in problem solving, and wide inclusion of
stakeholders in a purposeful and structured fashion

e Connectivity: Resilience requires institutional (including community) networks
that are not susceptible to collapse due to one part failing; effective use of
resources; community ability to organise itself; appropriate leadership; spare
capacity; and some duplication of functions and overlapping of institutions

e Integration and feedback: Resilience requires that there is holistic
consideration of issues and realistic consideration of scale, accounting for the
full range of interactions between humans and ecosystems. It also requires
resources to monitor, debate and learn (Cork et al 2010)

The concepts of diversity, connectivity and integration and feedback are well known
to resilience theorists. Clarity of purpose is an important inclusion in our analytical
framework because it helps take resilience theory into the pragmatic world of
management, implementation and accountability while not losing sight of the
assertion that resilience is a process and not simply an outcome. Resilience cannot
be considered in isolation from either adaptability or transformability. The former is
the collective capacity of the human actors in the system to manage resilience, while
the latter refers to the capacity to create a fundamentally new system when
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ecological, economic, or social conditions make the existing system untenable
(Table 3).

Table 3: Attributes of systems indicating resilience, adaptability or
transformability (Cork et al 2010; adapted from Walker and Salt 2006,
and Resilience Alliance 2009)

General resilience Adaptability Transformability

Diversity (e.g. of skills, ideas, functions) Social capital Experimentation

Modularity (failure in one part of the system | (leadership, trust) Support for change
does not cause failure of the whole system) Human capital (skills, | 1y,st

i} education, health) )
Awareness of cross-scale processes Human, built and natural

Tight feedback (early detection of emerging | Adaptive governance capital
change, effective transfer of information and | Financial resources Cross-scale awareness
rapid and appropriate responses)

Overlapping institutions and reserves of
human and other resources

Natural capital

Social and ecological
memory and ongoing
learning

Adaptation best takes place through the networks closest to where adaptation is
required, hence the discourse of community engagement and local action is
prominent within the discourse of climate change adaptation. The challenge for
policy is that resilience within communities or local organisations is not a fixed
quantity in that it can grow or decline over time. Moreover, studies of community
development generally conclude that one size cannot fit all when it comes to
supporting resilience and adaptive capacity. Many studies however recognise that
economies of scale can enhance resilience and adaptive capacity, and such
economies can be achieved through coordinated regional efforts. Yet herein lays a
dilemma, as many regional efforts are organised from the top-down, whereas the
self-organisation feature of resilience generally emerges from the bottom up.
Maguire and Cartwright (2008) suggest that there are actions that can be considered
as a way to enhance community resilience without exerting too much control over
ecological or social systems (Table 4). The analysis of our study enables us to
supplement Maguire and Cartwright’s conclusions in regards to community resilience
(see the first two columns) with a third column providing a specific climate change
adaptation dimension.
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Table 4: Fostering the features that support resilience

Source: Adapted from Maguire and Cartwright (2008)

Features of
resilient
communities

Corresponding fostering
activity

Implications for climate change
adaptation

Economic diversity

Investment in new industry
assessment and growth

Support and training for business
development

Opportunities for stimulating
businesses that facilitate adaptation

New industries should be carbon
budget beneficial

Community ability to
effectively organise
itself

Implementation of effective local
government and catchment
management governance systems

Support provided to civil society
organisations pivotal to resilience

Impediments to adaptation need to
be identified at local as well as
national levels

Different mechanisms should be
complementary and not induce
conflict at the local level

Leaders (individuals
or groups) in the
community who can
mobilise awareness
and resources to
manage the process

Support for leadership and
succession programs

Support for whole-of-community
network forums and exchanges

Fostering activities should
incorporate building the capacity to
implement resilience concepts and
processes and move towards a state
of self-reliance

Ability of the
community to learn
from change

Encourage implementation of
processes to plan, implement,
monitor, evaluate, reflect and adapt

Support underpinning knowledge
(analysis) of what happened, how
and why when a shock occurs

Provision of data at all stages of
adaptation is critical to planning,
implementation, monitoring, reflecting
and adapting. Collective
interpretation rather than scientific
righteousness is needed in the
process

Community seeks
creative solutions to
change

Ensure regional investment is open to
a diversity of solutions

Promote multiple means to common
ends in adaptation to maximize
potential for uptake

Community reacts
quickly or
appropriately (time-
wise) to change

Planning and risk management
strategies are supported ahead of
shocks

Easy and equitable access to
services

Impediments to good planning are
removed, such as conflicting visions
and processes between levels of
government where they intersect at
the local level

Strong
communication
channels within the
community

Effective, diverse and trusting
communication mechanisms are put
in place

Build and reward communication
network mechanisms that have local
credibility

Using the resilience framework, the following sections synthesise what we have
learnt about current policy and institutional mechanisms in terms of clarity of
purpose, diversity, connectivity and integration and feedback. In using this
framework, however, we acknowledge and take into account that a resilience
approach is not exclusive of also using more deterministic approaches (risk,
optimisation, etc), which serve different purposes (Fischer et al 2009).
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6.2. Clarity of purpose

Climate change is not an environmental issue; it threatens the economic, social and
environmental systems that societies have constructed over millennia as much as it
threatens the ecological systems that the interaction of the physical, chemical and
biological fundaments of nature has constructed. Yet climate change has by and
large been assigned to the institutional, political, administrative and communicative
structures that position the issue as an environmental challenge with social and
economic consequences. It could equally be seen as a social issue with economic
and environmental consequences or even as an economic (productivist) issue with
environmental and social consequences. Different institutions, organisations, groups
and individuals within civil and political society take a differing stand on each
perspective, most commonly favouring one over the others. In itself this is a
challenge in that no matter how clearly the purpose of a policy or institutional
mechanism is stated from one perspective, it will be contested as unclear from the
other perspectives.

This contention was implied in many of the submissions to the Productivity
Commission’s review on climate change adaptation. The CCCLM submission, for
example argued that “effective adaptation should address environmental, social and
economic impacts, and not focus narrowly on economic and community impacts.”
This example further demonstrates the challenge of conveying clear triple-bottom-
line messages when, despite the concept being well understood, behaviour reverts
to one or another narrow perspective such as focussing only on the economic
benefits of adaptation at the cost of building longer-term community resilience. In
other words, while a broad based sustainability purpose behind a climate change
adaptation strategy may be intended, it becomes difficult to pursue in practice,
particularly where there are personal, community and business costs associated with
difficult to measure benefits over difficult to measure timeframes. For this reason,
adaptation needs to be seen as a process rather than as an outcome, but selling the
benefits of a process is potentially even more difficult to couch in terms that are clear
and immediately meaningful.

The case study on intergovernmental agreements suggests that narrower foci can be
more effective. The National Competition Policy (NCP) and the water markets
component of the National Water Initiative(NWI) had a relatively narrow, or at least
more clearly comprehended, focus on enhancing markets and thus can be seen as
having had more specific and achievable reform agendas, more technical in nature
and less likely to stir widespread opposition. These policies also targeted sectors -
sequentially in the case of the NCP - where there was a high degree of ownership by
governments as opposed to invoking the need for reform across society and
challenging many private interests at once. The three tranches of the NCP were
implemented over ten years while the initial agreement for the NWI was eight years,
illustrating the robust nature of these policies and in great contrast with the National
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Strategy for Ecological Sustainable Development whose central processes were
discontinued after just four years.

Clarifying the governance of adaptation remains a pivotal challenge for all levels of
government (Adger et al., 2005). The Australian Government recognises that
adaptation is best undertaken at the level most locally relevant to impacts, but the
three tier form of governance ensures that frameworks to enable local adaptation
becomes as much a political issue as a structural one. Specific roles for different
actors in the adaptation space, in terms of administrative sectors as well as in terms
of level of governance therefore remain generalised and as a result subject to
contention (Juhola and Westerhoff 2011). Ultimately a lack of clarity and leadership
in a multilevel governance regime could potentially lead to sub-optimal outcomes or
even maladaptation, in that a lack of coordination may ultimately prove
counterproductive to wider adaptation efforts in the future.

Three processes can be surmised from the literature that should improve
coordination between multilevel governance regimes: 1) the participation of actors at
one level in the processes of another as a means of gaining the ownership that
comes from the formation of rules that will need to be implemented; 2) the creation of
institutions or processes at one level specifically to influence processes or
institutions at other levels; and 3) the sharing of knowledge produced in order to
influence processes at other levels (Pahl-Wostl 2009). The processes of the DCCEE
go some way down this track, but are not always reciprocated at the State level.

Clarity of purpose is about more than simply understanding a challenge; it must deal
with fully understanding the required response (or adaptation). For example, the
primary industries case study suggests that Australia’s farmers and graziers have
well understood the concept of adaptation since northern hemisphere farming
systems were introduced onto an unforgiving continent. This understanding is
reflected in a long tradition of investment in technologies and practices such as
drought tolerant plant species, minimum tillage and enterprise diversity (e.g. mixed
farming). However, many of the adaptations in the primary industries sector are
incremental, and while for the most part this may be enough, in many cases more
transformative adaptations may be required. Of more concern, adaptation to drought
can be maladaptation to climate change. This is because adaptation to drought may
assume that the aim is to increase the resilience of the existing farm business until
conditions ‘return to normal.’ However, under conditions of climate change
adaptation may require transformation to a new type of agricultural business. An
example is the former drought relief subsidies program versus the water licence buy-
back program targeting small block irrigators along the lower Murray. The primary
industries case study suggests that policy and institutional mechanisms that seek to
facilitate adaptation need to not only be clear about their process for driving
adaptation but also to be clear about the nature of adaptation that will be sufficient to
build longer-term resilience.
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Elsewhere, the floods case study suggests that information about climate change
impacts, on flooding at least, is not lacking and much work has been done at all
levels of government to identify the impacts and assess risks. Indeed, these are
used liberally to justify proposed adaptation activies and numerous
intergovernmental initiatives, including national strategies, arrangements,
agreements, frameworks, action plans and roadmaps that provide an agreed
national approach to flood problems, including exacerbated risk from climate change.
The approach taken explicitly couches disaster management in terms of ‘resilience’,
yet it is sometimes hard to distinguish the specific aspect of the problem that some
measures are intended to address. Some, such as the National Partnership
Agreement for Natural Disaster Resilience, while ‘sold’ as the federal government’s
contribution to disaster mitigation, actually address symptoms as well, while
contradictory definitions of ‘mitigation’ obscure the Agreement’s true purpose.
However, some recognised methods of flood prevention are understood and are
included in initiatives aiming to adapt to climate change. The prevention focus is on
improved development controls, but inconsistent legislation and processes for
addressing flood risk at the state level reflect conflicting development policies. This
makes it difficult for different institutions to have a good understanding about what is
expected of them in terms of flood prevention and management. This lack of clarity
about policy priority in different situations results in a lack of shared responsibility
and institutions that work at cross purposes.

6.3. Diversity

This study has demonstrated that governments currently employ a wide range of
policy and institutional mechanisms in the climate change adaptation space. Of the
seven categories of policy and institutional mechanisms, we found evidence of
government activity within and across all. In some cases these mechanisms are
complementary, for example in the primary industries sector where
intergovernmental agreements influence a range of other mechanisms such as the
information and analysis functions, funding programs and market engagement. In
other cases greater complementarity is required, such as where separate state and
local government projections of development initiatives within a region or district may
be at odds with adaptation plans that may have been prepared for the area. This
would require greater cooperation between levels of government and a greater level
of recognition, possibly through formal intergovernmental agreements, of adaptation
plans.

Diversity from a resilience perspective is not simply about the existence of diverse
mechanisms; it is also about the diversity of support for each mechanism. In this
regard, the case study on intergovernmental agreements found that in and of
themselves such agreements have neither broad support or non-support — the
critical factor for their acceptance comes down to other factors, and in particular their
focus and acceptance among non-government stakeholders. In the case of the
former, focus can be viewed in different ways. For example, the National Water
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Initiative (NWI) is limited to one, albeit, large sector (water), while the National
Competition Policy (NCP) has been applied to most sectors of the economy but is
clearly focused on economic competition. In the case of the latter, strong advocacy
by business interests and the Federal Government for the NCP were translated into
a robust policy structure and implementation plan (Curran & Hollander, 2002).The
NWI had less enthusiastic support from some state governments concerned at
criticism and some constraints on their policies but none the less had a sufficiently
diverse supportive group of industry, financial agency and community supporters to
survive (Rosalky, 2011). The Resource Assessment Commission’s sequential series
of inquiries on different topics may have touched on a diverse range of stakeholders
for short periods but in a less enduring manner.

The flood case study is also relevant here. Flood management is all inclusive and
evidence indicates wide stakeholder engagement across different levels of
government and portfolios, research institutions, industries and communities, even to
the individual level. ‘Shared responsibility’, promoted by intergovernmental
arrangements fosters this involvement. At the federal level, the strengths of different
agencies are combined to implement the National Flood Risk Information Program,
which works with state governments and local governments to make information
about flood available to all. In turn, guidelines produced by the federal government
aim to improve quality, consistency and comparability of flood information
commissioned across the country by other entities. The aim is for everyone to have
access to the flood risk information they need to make development, mitigation or
purchase decisions.

Diversification has become an import adaptation strategy for many farmers. The
timeframes of climate change are not such that whole enterprises need to change
overnight, however climate variability can and does necessitate interim and ongoing
adaptive behaviour. There is evidence that many farmers are turning to mixed
farming to deal with the uncertainties of a variable climate, in some cases with a view
to making a permanent switch in enterprise when a longer-term shift in climate
demands it. Likewise, many irrigators have changed crops and stock in relation to
water availability, and have become traders in water as an addition, or even an
alternative, to production of other commodities. Off-farm income has been an
adaptation strategy for many years.

The primary industries also provide an example of where policy options have
broadened in recent years. Water markets have been a welcome addition to the
range of options for adapting to climate variability and have been much more
effective than most people expected (Cork et al 2010). Indeed the hope is that this
new option will raise the business acumen of farm businesses, which in turn will put
them in good stead for dealing with climate change. Not all is rosy, however, as
several concerns have been raised about the role of water trading, including the role
and influence of governments as buyers and sellers of water and the perception of
those at the bottom of the systems that water markets still fail to take their needs into
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account adequately. And while the Water Act 2007 (Cwilth) encourages the use of a
wide range of economic and other instruments to increase the diversity of responses
to climate variability, few of these have been developed or applied. This is a major
opportunity for the future.

The City of Melbourne (CoM) case study raised the spectre of problem framing as
having longer-term implications for adaptation. The risk management focus of the
CoM'’s adaptation strategy is well understood and acknowledged with the CoM. Risk
management is a familiar approach in many sectors and professions and thereby
easily adopted for new purposes such as adaptation. The strategy was made
possible with partial funding from the Australian Government, and so it bears the
hallmarks of the risk-based approach advocated through the various toolkits and
guidelines either prepared for or by the Australian Greenhouse Office and its
successor, the Department of Climate Change and Energy Efficiency. The most
tangible component of the risk management approach is risk assessment, a
fundamental first step in defining required adaption responses and their feasibility.
Some of this guiding material also promotes the adoption of adaptive management
by local governments as a means of treating risks. Being less tangible in that it is a
process rather than an action, the process for implementing adaptive management is
not described. As a result, the risk-based approach not only dominates most local
government adaptation strategies where they exist, but together with the lack of a
complementary adaptive management approach it constrains adaptation thinking
and responses to those that are more target driven and measurable. The issue of
framing is important as it potentially gives rise to different supporters for or barriers to
successful climate change adaptation vis-a-vis alternative frames such as a hazards
approach, vulnerability approach and resilience approach (Fiunfgeld and Kennedy
2012). By looking beyond the risk-based approach, more effective strategies may be
developed that take into account whole system vulnerabilities that have qualitative as
well as quantitative manifestations (Kennedy et al 2010).

Diversification has obvious drawbacks; one being the potential dilution of funds
across too many adaptation approaches may result in a lack of critical mass to
achieve any or all approaches; another being the need for greater coordination to
ensure that different approaches are not in conflict or leading to maladaptation. A
risk assessment framework can help identify which approaches may be best to
pursue, but the framework needs to be supplemented, at least during any planning
phase, by having regard for the resilience, hazards and vulnerability approaches.

6.4. Connectivity

Resilience requires institutional (including community) networks that are not
susceptible to collapse due to one part failing. It also requires effective use of
resources, community ability to organise itself, appropriate leadership, spare
capacity, and some duplication of functions and overlapping of institutions. The
extensive literature on alternative governance models for dealing with major
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environmental challenges across society suggest that these requirements for
resilience demand movement towards governance that is more polycentric (multi-
levelled). Such models advocate matching authority and resources across society to
the types of decisions that need to be made and to the spatial and temporal scales of
those decisions.

Even though the Natural Heritage Trust (NHT) was not one of the case studies we
looked at, or even a part of the intergovernmental case study, it nonetheless
demonstrated how polycentric mechanisms can potentially operate to match the
broad strategic goals of government at one level to the more tactical drivers of action
(including adaptation) of at lower levels. We acknowledge criticism that the rhetoric
of polycentralism associated with the NHT and similar natural resource management
programs has not been matched by lower-level policy and implementation and that
governments may not have gone far enough in sharing authority and resources to
achieve environments and societies that are likely to be resilient to future challenges
and shocks and able to make the most of opportunities. Nonetheless, there are
lessons to be learnt from such programs that are based on locally developed
system-wide strategies (such as catchment management plans) backed by rigorous
science and strong on-ground networks and implementation capacities, and
legitimised by and resourced through accreditation under intergovernmental
arrangements.

From within our case studies, the concept of connectivity does not simply apply to
vertical (hierarchical) relationships but also to horizontal ones. Where initiatives
reflect strong relationships both vertically and horizontally, success is more likely. A
good example can be drawn from the intergovernmental case study. The NCP and
water markets component of the NWI are relatively narrowly focussed on enhancing
markets, drawing as they do from neo-classical economics for inspiration. Thus they
enjoyed broad support from many in government, academia and business. The
National Competition Council and the National Water Commission were established
as independent agencies within the Federal Government and involved state
governments to champion national reform. They were also supported by the Federal
Government’s central agencies. Both the NCP and the NWI benefitted from funding
of billions of dollars for implementation, particularly by state governments. While
RAC was also narrowly focussed, it was restricted to a process and widely perceived
by other Federal Government agencies, state governments and industries as a
competitor and blocker rather than an enabler: an umpire with few friends. While
driven by a desire to achieve public goods, it did not have the ability to engender
engagement or engender the same commitment from many political leaders and
business stakeholders as the other two policies.

At the opposite end of the scale, the flood case study showed that ‘bottom up’
networks such as local government alliances and natural resource management
bodies appear very strong and effective. They involve large numbers of stakeholders
and have a diverse funding base; the loss of one will not make a large difference.
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While their objectives continue to remain relevant and they continue to deliver
results, they are unlikely to fail.

Not all networks are as successful. The vast majority of recommendations in recent
flood reviews pointed to a need for better governance, coordination, integration,
accountability, oversight, and communication among other things. Moreover,
administrative systems, operating as networks across portfolios, do not always
function effectively. The intra-governmental section of the flood case study shows
network failure resulted in non-compliant planning schemes that did not incorporate
flood controls. This is likely to be a consequence of conflicting portfolio agendas and
a lack of policy leadership. Similar conflicts occur between local and state
governments in respect to planning and development. The City of Melbourne case
study suggests that these conflicts make it difficult to implement adaptation
strategies consistently across council boundaries.

In other areas, many stakeholders demand reform, including reform that enables
them to become more connected and self-reliant, reform fatigue can also be an
issue. This is discussed in the primary industries case study. For example, concern
has been expressed by farming communities that many of the beneficial linkages
between people in regional Australia have been weakened by the move from the
Natural Heritage Trust to Caring for Our Country and this has reduced the pool of
leadership potential in regions. This problem may be repeated as some of the Caring
for Our Country Programs metamorphose into Clean Energy Act (2011) initiatives,
particularly if there is a corresponding shift in focus from issues about which farmers
have clear perspectives (adaptation driven by sustainable agriculture) to ones where
they do not (adaptation driven by climate change). At the catchment level, constantly
changing lines of reporting between catchment management bodies and their
coordinating government departments, brought on by cabinet and other political and
bureaucratic reshuffles, often acts to erode the trust and social capital that underpins
healthy working relationships (Cork et al 2010).

The City of Melbourne case study describes several networks and alliances in which
the CoM participates, regionally, nationally and international, both formally and
informally. These enable the CoM to share its experiences and learn from others
confronted by similar issues. The networks and alliances also allow the members to
form the critical mass needed to have their voice heard. This critical mass, however,
has benefits flowing both ways, as it enables others to more efficiently interact with
more actors multilaterally than if they had to do so bilaterally. Such networks
therefore may reduce the transaction cost of the coordination between tiers of
government. Another important benefit to be derived through networks is the
potential to benchmark adaptation strategies, processes, outcomes and impacts.
The CoM has entered into the international C40 Cities network, a group of 40 city
councils from around the globe, for this very reason.

The theory of resilience suggests that duplication and overlap can be useful,
however, the flood case study calls for some caution in this regard. The strategies,
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plans and arrangements in place for emergency management are profuse and
somewhat confusing to negotiate. It seems likely that some, such as the National
Framework for Disaster Resilience might be redundant now that the more detailed
National Strategy for Disaster Resilience is in place. The complexity may have led to
some strategies being overlooked or given only cursory attention. Implementation of
the MCPEM Climate Change Adaptation Plan, for example, appears to be less than
thorough.

6.5. Integration and feedback

The work of Flinfgeld, Kennedy and others about assessment framing of the climate
change adaptation challenge makes a strong case for integration. Integration
considers the relationship between system components that, if missing even in part,
can lead to system failure. In practical terms, not taking a comprehensive view of
what a problem is can result in stakeholder condemnation of the problem definition
and planning process. The Basin Plan is a case in point, flowing from legislative
foundations that focus on water as a natural asset and thereby creating a discussion
where economic and social considerations were either not sufficiently accounted for
or at least perceived this way.

Moreover, integration is not simply a problem definition exercise, although this is a
logical and appropriate place to start. Implementation of policies, programs,
strategies and actions requires integration in many forms; management and
administrative coordination, scientific and social science support to inform then
review progressive decisions and actions, provision of synthesised information and
knowledge, and negotiated resolution of conflicts resulting from incompatible policy
and institutional interventions. Integration therefore is a key tool in the public policy
function of efficient resource allocation.

Intergovernmental agreements provide the highest level of integration in public
policy, and if well-structured can facilitate integration and feedback at all levels of a
multilevel governance system and within and across many different policy and
institutional mechanisms. The primary industries case study for example shows how
climate adaptation initiatives within that sector relate to cascading forms of
coordination stemming from COAG and flowing right down to project-level integration
on the ground. Similarly, the National Competition Council and the National Water
Commission continue to oversee coordinated implementation and evaluation of their
relevant policies, reporting to COAG.

Lack of integration and coordination currently results in policy inconsistencies
between and across levels of government. For example, legislation and development
planning systems currently have an inconsistent approach to flood risk. Opposing
policy objectives, such as affordable housing and short term financial concerns
conflict with concerns about flood safety and long term damage costs. This reflects a
lack of policy leadership about approaches to flood risk by state governments. The
situation is not assisted by current arrangements for payment of damage costs,
which are largely paid for by the federal government, thus externalising the
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consequences of this lack of leadership. If policy conflicts are not resolved, flood
costs will continue to grow under climate change scenarios, compromising
Australia’s economy and the wealth and safety of its citizens. The money that could
have been spent on mitigating climate change and developing adaptive strategies
will be wasted on avoidable damage costs.

The federal government has been making increasing efforts to address prevention
through coordination and leadership of initiatives such as the Enhancing Disaster
Resilience in the Built Environment Roadmap. However, some of the government’s
stated objectives, such as the integration of climate change impacts into the Building
Code of Australia, have so far failed (Australian Government 2010: 119);
(Productivity Commission 2012: 155). The federal government’s current focus on
resilience, which covers all aspects of flood management, obscures a desirable
emphasis on prevention.

Similarly in the primary industries sector, exceptional circumstance payments made
to farmers irrespective of their farming practices, including putting in place
adaptations designed to reduce exposure to climate variability, undermines the
incentive to adopt risk management strategies. These payments also undermine the
goals of other policies such as natural resource management programs that seek
adaptive management practices to maintain the ecological as well as financial health
of farms.

Governments and institutions of civil society generally acknowledge the desirability
of polycentric governance models, but express concern about how these might be
supported and nurtured. This acknowledgement comes during a cycle of public
administration that is more amenable to centralised forms of governance that are as
much concerned about managing political risk as they are about managing
administrative and public investment risk (Price 2012). In the arena of climate
change adaptation, where problems are best owned and responded to locally, the
reality is that disempowering civil society or limiting their capacity and flexibility to act
in good faith is in itself a political and ultimately public investment risk.

Across the case studies, knowledge management and communication have been
discussed not simply from the perspective of filling knowledge vacuums but also in
terms of avoiding confused and conflicting messages. Many disagreements come
from poor understanding of climatology and the intent and details of policies. Much of
this can be addressed through better two-way communication and engagement.
However, communication with many communities, particularly those under stress, is
challenging and often best done through the networks of civil society and industry
rather than government. In many cases, it has been the lack of engagement, poor
communication or clarity of policy intent and lack of empowerment and capacity to
act through provision of decision-support information that has driven many bodies to
form networks and alliances. While this may appear to be the market at work,
negative motivations to form alliances and networks are less likely to result in the
kind of actions needed that positive motivations.
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7. DISCUSSION: THE EFFICACY OF EXISTING POLICY
MECHANISMS

7.1. Intergovernmental function

Intergovernmental functions:

These are formal agreements between governments to work towards specified
objectives. The Council of Australian Governments, comprising the heads of the
Federal and all State and Territory Governments, represents the pinnacle of such
frameworks. At the issue level, agreements and frameworks include the Murray
Darling Basin Agreement, National Water Initiative, and the National Competition
Policy among others. Usually these agreements and frameworks are underpinned
by legislation and supporting institutions.

Before the need to adapt to climate change becomes truly acute, Australia must
consider the appropriate role and responsibility of governments in their efforts to
build the capacity to adapt across multilevel scales, from local to national. Identifying
roles and responsibilities for governments is particularly complex because the
threats posed by climate change are many, varied, inter-connected and almost
inevitably uncertain in place, time and scale (IPCC 2001; 2007; 2012). The challenge
is further complicated by the shift in recent decades towards a ‘shared responsibility’
model in dealing with natural hazards, involving ever-increasing numbers of state
and non-state actors with varying degrees of responsibility and capacity (Giddens
2009; McLennan and Handmer 2011). Moreover, just as climate change impacts are
location-specific, so too must adaptation responses be tailored to local parameters:
there is no single one-size-fits-all tool which will be functionally applicable across all
sectors (Hussey et al. 2012).

Much of what has been learnt about the intergovernmental function has been
discussed in the introduction of this report as well as in the summary of Case
Study 1 and hence need not be repeated here. The key points made were:

e The role of government in promoting climate change adaptation is contested,;

e There is currently fragmentation of policy effort across the three levels of
government which has led to inconsistent local approaches to common
problems;

e There is a role for the Australian government in fostering national consistency
in the area of standards;

e ‘Shared responsibility’ is a key principle underpinning government
perspectives on adaptation;

e The dual focus on economic reform / markets approaches and community
empowerment in recent decades is not necessarily implemented
harmoniously;

e State authority is highly fragmented in many of the policy domains that are
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affected by climate change; and
e Delegations to local government can exacerbate fragmentation.

The observations from Case Study One suggest that it will be hard to develop and
very difficult to systemically implement an effective national climate change
adaptation policy. To succeed, a policy will need to be focussed on a limited number
of core principles. Bipartisan support will be required, and while this is conceivable, it
will be hard to engender when climate change policies are politically contested.
Consistent support from key stakeholders will be required; however few may be
motivated by the incremental and long term impacts of climate change to be such
diligent advocates. Positioning an adaptation policy in terms of socio-economic
benefits is crucial to engender more support rather than seeing such policy
marginalised in the environment portfolio.

The regional/local governance case study (Case Study Five) shows that irrespective
of relationships defined by the Constitution, the reality is that the City of Melbourne
Council (CoM - the focus of the study), the State Government of Victoria and the
Australian Government are all active climate change adaptation actors within the city
limits of the CoM and hence there is some if not considerable need for coordination.
It was the lack of coordination and lack of support by the State and Australian
governments that provided the initial impetus for the CoM ‘to stand up and paint a
strategic vision for the city, including the setting of challenging stretch targets’ (CoM,
2003). Yet since then, the Australian government has shown how it can work with all
levels of government in the local climate adaptation space without recourse to
negotiating and executing national agreements. The CoM Council, for example,
advanced its risk assessments, planning, strategy development and early
implementation with the help of both the Australian and Victorian Governments
through program level funding. For example, the Australian Government’'s Local
Adaptation Pathways Program (DCCEE 2012) provided the CoM with the
supplementary funds and access to the knowledge and skills required to prepare its
Climate Change Adaptation Strategy (CoM 2009).

While this shows some progressive steps towards improving multilevel coordination,
the CoM case study identifies a salient lesson for how this coordination is framed. A
highlight of the case study was the tension caused by higher-level government
support for adaptation largely being project based, and therefore couched in terms of
short-term demonstrable outputs that leave little legacy in terms of long-term
adaptive capacity or self-sufficiency (including transitions to self-funding). One
contributing factor to this form of maladaptation has inadvertently been the narrow
risk assessment framing through which adaptation options are identified and
pursued. This framing is embedded in the various tools and guidelines advocated by
higher-level governments. Alternative ways of framing adaptation include the
hazards, vulnerability and resilience approaches. Different approaches to framing
assessments and adaptation planning can result in significantly different adaptation
plans, and therefore significantly different responses. This is because each framing
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has biases towards different institutions, disciplines, professions and types of people,
all with different methods and processes. With each of these come diverse
perspectives of what the problem is and what the solutions might then be. Framing
therefore is an important issue for consideration in designing national policies that at
higher levels seek to influence the actions and responses at lower levels.

The primary industries case study (Case Study Six) shows that there are means of
dealing with climate change adaptation policies and programs at the sectoral level
within the COAG framework without COAG taking on an all-encompassing cross
sectoral approach to adaptation. For primary industries, cascading levels of
governance under COAG include a Ministerial coordinating mechanism (the
Standing Council of Primary Industries - SCoPIl), a supporting senior government
officials committee overseeing several national strategies including a National
Primary Industries Research, Development and Extension Framework, and several
coordinating committees to oversee the various strategies under that framework.
One of these strategies is the Climate Change Research Strategy for Primary
Industries (CCRSPI) which includes an adaptation component and coordinates the
research and extension activities of the Federal Department of Agriculture, Fisheries
and Forestry, the agricultural ministries of all States and the Northern Territory, 15
rural R&D Corporations established under various statutes, and the CSIRO.

However, while ultimately established under the COAG framework, CCRSPI is at
least three degrees of governance removed from the highest level of ministerial
coordination. Perhaps because of this, membership is voluntary and its strategy
functions more as a form of guidance to members, providing opportunities for
collaboration across jurisdictions and primary industry sectors. While the CCRSPI
Steering Committee is required to report on its activities, there is no formal
compulsion for members to participate in CCRSPI initiatives or, if they do, to report
to the committee on their climate change investments and activities. What CCRSPI
serves to demonstrate is that the effectiveness of inter-governmental agreements in
influencing climate change adaptation may be limited to the extent to which this
function intersects with other functions. Of these, the funding function emerges the
most significant in the case of primary industries..
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7.2. Intra-governmental function

Intra-governmental functions:

These are initiatives within a tier of government, either Federal or State, which
imposes a common platform of accountability, such as reporting on sustainability
or social inclusion, or promotes or requires cross agency cooperation in dealing
with a particular issue. The joint administration of the Natural Heritage Trust and
Caring for our Country initiatives between SEWPAC and DAFF is an example of
this.

All States have in recent years established either specific agencies or inter-agency
committees dedicated towards addressing state-wide climate change issues. For
most part, these have focussed on investigating the likely projected impacts of
climate change, reducing greenhouse gas emissions and / or promoting carbon
sequestration initiatives. Such activities reflect the dominance of mitigation over
adaptation in the national and international discourses on climate change. Despite
this bias towards mitigation in intra-governmental mechanisms, all states invest in
adaptation initiatives and most have frameworks applying across different
government departments. The position held on adaptation, and the levels of
investment in adaptation activities, vary from state to state and to some extent
reflects the political position states take on climate change more generally. The
waning priority given to climate change in some states following recent changes in
government is widely acknowledged by stakeholders, and this is playing out
differently across those states. In Victoria, for example, agencies such as the
Department of Primary Industries, while continuing adaptation investments, are
being more overt about these being directed towards shorter-term management of
climate variability; while in Queensland, investments in all forms of climate change
response are being curtailed in favour of reducing state debt and investing in
sustainable industry growth.

The intra-governmental function is dealt with particularly in the primary industries,
flooding and regional/local government case studies, but is also dealt with implicitly
in case studies focusing on planning, where for example state government
regulations influence the processes of a number of state and local government
practices. Indeed, like the Intergovernmental function, the implementation of the
intra-governmental function is often manifested through its intersection with other
mechanisms including the regulation by prescription function, the funding function
and the information and analysis function. Because of this, and because the same
sets of stakeholders and policy implementers overlap, the need for coordination and
consistent messages becomes as important across the horizontal level of
government as it does across multiple levels of governments.
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Where there is a perceived lack of formal coordination at the intra-governmental
level, many agencies particularly at the local government level tend to fill the void
through establishing formal networks and alliances. Both the City of Melbourne and
the flooding case studies deal with these alliances in detail and finds that not only
are they an effective means of establishing a mutual support system for exploring
adaptation issues in common, for sharing information and experience, for leveraging
funding and for jointly advocating policy positions, but they can also provide
benchmarking systems to measure and compare progress and achievements. These
voluntary processes, while very beneficial, do not mean that the institutional market
will take care of itself in the most efficient manner. The lack of intra-governmental
coordination was reported on by the Victorian Government's 2030 Audit Expert
Group (2008), responsible for evaluating the Melbourne 2030 — Planning for
Sustainable Growth strategy, and made the observation that the lack of coordination
contributed to a fragmented approach to climate change action in Melbourne city.
This is not something the city council’s voluntary networks can help with, particularly
where state and local governments may have different aspirations for development
within a council’s boundary.

In other parts of Australia, leading examples of cross-local government action in
climate adaptation are being pursued via formal alliances/regional organisations of
councils. In some cases these are climate change-specific (SE Melbourne), whereas
others have incorporated adaptation work into a longer history of collaboration
(Sydney coastal councils, Hunter region).

An important justification for formal intra-governmental frameworks is that they can
provide a means of supporting agencies to be objective in their climate change
adaptation investments. In the primary industries, for example, climate change
research investment audit data (Price 2012) suggest that much of the climate
change adaptation investment at the State level is, in many respects, a continuation
of a long history of climate variability adaptation research. Such rebadging of
traditional investment can, at worst, represent a business as usual approach aimed
more at maintaining harmony between agencies and their stakeholder base than
most appropriately dealing with climate change. While in the primary industries
incremental change may be appropriate, it can also lead to maladaptation by
reinforcing particular land uses where a transformation in land use may be more
appropriate. Providing objective criteria and decision support to determine where
different forms of adaptation are required can be a function of intra-governmental
and intergovernmental frameworks.

As the flooding case study demonstrates, intra-governmental mechanisms have
been shown to work. The National Strategy for Disaster Resilience (NSDR), for
example, operates at the intergovernmental and intra-governmental level and has
through the National Flood Risk Information Project made good use of different
agency strengths in underpinning risk management responses. The case study more
broadly suggests that collaborations between agencies are important in ensuring a
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whole of government approach and are often very efficient in terms of making use of
skills and resources from other agencies, pooling financial resources, and providing
a focus for common concerns that might otherwise be overlooked due to competing
priorities. However, to be effective, they require policy leadership to ensure all
agencies involved are working together, rather than working to separate and possibly
conflicting agendas.

Ultimately intra-governmental frameworks can create the space for governments to
consider and debate interrelated policy conflicts. Examples of such conflicts,
discussed in the flooding case study include:

e affordable housing objectives versus safety through reduced exposure to
floods;

e short term economic gains from development versus long term cost of
exposure to flooding;

e population pressure that pushes development into unsuitable areas;

¢ high cost of developing flood free land beyond existing townships;

e environmental objectives (e.g. to reduce the urban footprint via infill) which
reduces the availability and affordability of flood-free land within urban areas.

7.3. Regulation by prescription

Regulation by prescription:

These are mandatory (legal) requirements that must be met under specific
laws/legislation. They are the primary instrument of government agencies to
achieve agency objectives.

This mechanism and the next, which deals with planning processes, are closely
allied because many of the regulatory steps that governments can and do take to
influence climate change adaptation either directly or indirectly relate to land-use and
development planning. That said, there are regulatory instruments beyond the
planning arena relevant to the climate change adaption discussion or which, if
created and prescribed, could influence adaptation investment and other action. The
case studies on flooding, regional/local government and the finance and primary
industry sectors form the basis for the discussion here.

Coercive regulations expressly in relation to climate change adaptation in Australia
are rare, the NSW sea level benchmark being an example of the exception. In
general, State legislation relating to land-use planning does not contain any
requirement to take climate change into account. Some states have legislation
specific to climate change or coastal management that can include a non-coercive
requirement for decision makers, including planners, to consider climate change,
particularly increased flood risk due to sea level rise. For example, the Queensland
government administers development planning through the Sustainable Planning Act
2009 (QId) (SPA). The Act allows for the development of the Queensland Planning
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Provisions, which set out a standard structure for planning schemes and drafting
instructions. These Provisions include standard zones and overlays and assessment
criteria. In terms of flooding, the Provisions include a standard overlay for flood
hazard in the ‘development constraints’ category. However, the use of the overlay in
planning schemes is optional, even where flood mapping information is available
(QFCI 2012: 106-108). Also problematic in many regulations are the extensive
exemption provisions that can compromise consistent management of risks such as
floods (see Case Study 7).

The non-coercive versus coercive nature of regulations warrants discussion as it
brings to surface some of the barriers at play in greater use of the regulatory
mechanism. To this end, the regional/local government case study is relevant. For
example, Australian state and territory Local Government Acts provide Councils with
the capacity to make and enforce by-laws so that they may perform their functions
provided such actions are not expressly precluded by other legislation (National
Office of Local Government, 2004). Such powers are rarely incorporated into
adaptation strategies, such as the City of Melbourne’s Climate Change Adaptation
Strategy, which tend to take a broader project or activity based approach to
advancing broad community action such as climate change adaptation. This case
prevails despite legislative reforms to expand the general competence powers of
local governments which open new avenues for giving such strategies more teeth.
These reforms include added capacity for Councils to engage in stronger forms of
governance, advocacy, service delivery, planning and community development, and
regulation (SMEC 2008).

Of particular relevance to climate change adaptation are the opportunities afforded
by general competence reforms to strengthen approaches to development planning
and building codes consistent with meeting adaptation goals and targets. The
reluctance of local governments to fully capture these opportunities has led to
accusations of Councils bending to pro-development group pressure and for
pursuing climate change policies largely on political and economic grounds (Jones
2011; Engel 2009). However, some of this reluctance can be attributed to uncertainty
and perceived uncertainty over the public liability of councils with regards to land
planning under common law. Local councils are reluctant to take action on climate
change adaptation due to concerns where:

e Councils do or do not release information relating to climate change impacts

e Councils approve or refuse to approve applications for development that may
be susceptible to climate change risks

e Councils make chances to climate change planning instruments to incorporate
climate change considerations which affect existing developments

e Councils install or do not install protective structures” (Productivity
Commission, 2012 p 134)
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The Productivity Commission Report 2012 considers this “uncertainty about the legal
liability of local governments is emerging as a barrier to effective climate change
adaptation”(Productivity Commission Report, 2012 p 136), despite the protection
offered under various state civil liability acts such as The Wrongs Act, 1958, s83 in
Victoria (England 2008). The Productivity Commission goes on to say that planning
regulations that accommodate climate change adaptation need to facilitate a risk
management approach, and incorporate community risk tolerance, rigorous
consultation processes and full cost benefit analysis of land use. A key component of
the risk management approach is for development approvals to be time-limited or
trigger-bound to enable land to be used in the short term until new adaptation
approaches are needed (Productivity Commission 2012: 139-143).

One area where coercive regulations can be effective in facilitating appropriate
adaptation responses is in the establishment and enforcement of building codes.
While it is preferable to avoid siting development in areas of flood risk, this is not
always possible to achieve (QFCI 2012: 223, 245). Improved materials and design
can be used to improve flood resilience and can significantly reduce damages and
enable rapid clean up and recovery. This is a useful adaptation measure for climate
change, as it can mitigate more frequent small flooding as well as extreme flood
events. Prescriptive building requirements are generally easier to apply to new
development, but they can also be applied to rebuilds, as in the case of North
Wagga Wagga (Wagga Wagga City Council 2010).

The concept of coercive regulations is also discussed in the primary industries case
study. In the farming sector, extending regulations such as those relating to
environmental protection has been contentious, and in any case would be difficult to
implement where the negative consequences of certain practices are diffuse and
cannot be attributed to a point-source. A common fear expressed by many farmers is
the notion that they one day may need a real licence to farm and not just a social
licence to farm (Williams and Martin 2011). The imperative for collective action
across farms has been a constant dilemma for catchment management, particularly
where issues require voluntary and often widespread cooperation between many
farm enterprises. Here, while regulations may struggle to compel collective action,
they may at least compel individual compliance to not act in ways detrimental to the
environment, for example by restricting clearance of native vegetation.

In the finance market case study, opportunities for both non-coercive and coercive
are discussed. Specifically in the case of adaptation, non-coercive regulation can
stimulate appropriate sector responses by supporting a business case for the
replacement and refurbishment of existing and future physical assets/infrastructure
to increase resilience. Coercive approaches, however, can be taken by prescribing
particular behaviours; although certain taxation-based system can also act to provide
a strong incentive for change. Here, new taxes on the finance sector for example can
be imposed as a way to raise money for public climate finance. In the case of the
latter, legislation could prescribe how investors and financiers must alter their
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practices to facilitate adaptation. For example, legislation could stipulate that
financiers must lend at preferential rates for infrastructure adaptation projects and
household adaptation measures, or that institutional investors are prohibited from
financially supporting listed carbon-intense projects or industries.

The conclusions of the coercive versus non-coercive approaches in the finance
market case study can be thought about more broadly. In summary, the advantage
of coercive regulation is that it minimises the challenge of providing cost/benefit
analyses for voluntary action. However, the disadvantage is that, on its own, it is ill-
equipped to deal with an emerging and dynamic area like climate finance, and may
constrain the scope for unexpected, innovative adaptation by firms or sectors.
Climate finance regulation for adaptation needs flexibility and credibility given the
complexity and newness of this area. As such, it needs to be responsive to new
information gained through learning by doing, and will require input from experts in
the field (including private finance actors) in order to have traction with them.
Moreover, coercive regulation forces private finance actors to become government-
directed instruments of adaptation. It is not surprising that, in market economies,
they prefer to not be coerced.

7.4. Planning processes

Planning processes:

These are strategic and administrative procedures and modus operandi by which
agencies prescribe and authorize desired action in anticipation that such action
will provide public benefit or avoid public disbenefits.

Improved land use planning and building controls are a key climate change
adaptation mechanism identified in the federal government's position paper on
climate change adaptation (DCCEE 2010). Planning processes are generally
complex with responsibilities shared by both State and local governments. Generally
planning policies, strategies, legislation and plans for regional development are
prepared by State governments. Contained within these provisions are various
planning tools and instruments such as zones and overlays, assessment criteria. In
flood management for example, local government is responsible for acquiring flood
information, using this information as a basis for risk assessment and incorporating it
into compliant planning schemes. Local government is primarily responsible for
planning decisions, within State statutory settings, but State governments may also
influence or approve developments of certain classes.

To understand the potential of planning regimes for enhancing climate change
adaptation, it is necessary to consider this in context of the legal arrangements for
environmental governance. These include those relating to climate change
recognition and adaptation that perform a number of different functions: stating
substantive values, strategies and outcomes; prescribing processes and procedures
to enable and in some cases to require the formation of plans and instruments to
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realize these values, strategies and outcomes; creating sets of associations rights
and duties designed to implement these plans and instruments; ensuring that these
associated rights and duties can respectively be protected and enforced by the
executive agencies of government and ultimately the judicial agencies of
government. Some of these functions are information; some are descriptive; and
increasingly many are prescriptive. It is the relationship between them that has
become important in the context of ensuring compliance and enabling enforcement.

As introduced in discussion on the previous mechanism (regulation by prescription),
there is a clear distinction to be drawn between the existence of legal arrangements
designed to enable or require climate change adaptation; the capacity of these legal
arrangements to do so in practice; the differentiated capacity of these legal
arrangements to be enforced; and ultimately the extent to which the implementation
of these legal arrangements actually achieved the outcomes for which they have
been designed. The significance of these points is that a raft of statutory and
institutional arrangements are in place which could in principle support adaptation,
but their use and efficacy hitherto has been limited in some areas, and adhoc in
others. In short, the law is only as effective as the context in which it operates and
thus assessment must be made in the context of broader policy and planning issues
which inhibit effective implementation, such as (i) information and knowledge gaps,
including missing stakeholder contributions, (ii) overlap, ambiguity, or contradictions
in legislative requirements or processes, (iii) inappropriate scale or scope of
implementation and regulatory arrangements, (iv) incentive gaps and conflicts for
private and public sector actors that risk impeding adaptation, including shortfalls in
accountability and transparency arrangements, or perverse public revenue or
funding linkages, (v) conflicting strategic policy goals frameworks, which create
unintended outcomes, and (vi) the availability or lack thereof of human, financial and
other (i.e. technical) resources (Hussey et al. 2012).

Environmental planning law frameworks incorporate a range of different pieces of
legislation that regulate land use planning decisions for development, and this
legislation can and will vary depending on the geography of the land. For example,
QLD, VIC and NSW all have legislation relating specifically to coastal management.
The term ‘planning frameworks’ needs to be defined broadly as including everything
from “the strategic planning phase through to post-consent mechanisms” and
“building and construction” (Ghanem and Ruddock 2011: 17). In New South Wales,
for example, the planning framework embraces a broad raft of strategic planning
tools including the New South Wales State Plan, Metropolitan and regional
strategies, Local environmental plans (LEPs), Standard Instrument (Standard LEP),
State environmental planning policies (SEPPs), and Coastal policies and strategies.

In recent years, a humber of the states have amended their planning law framework
to take into account climate risks. For example, in Victoria, the Victorian Coastal
Strategy 2008 was developed, and associated laws amended, to incorporate climate
change (see de Wit and Webb 2010). To enable these state reforms, new
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institutional arrangements have been established, for example, in Victoria, the
Victorian Coastal Council has been established as the peak body for the strategic
planning and management of the Victorian coast, as well as the Regional Coastal
Boards (RCB) — Western, Central and Gippsland.

A weakness in current planning processes is the lack of consistency applied in
supporting development initiatives, particularly in respect to achieving both State and
local government aspirations. In many instances relevant state Ministers can
proceed with a development if it is deemed to be a “critical infrastructure project” i.e.
if it is deemed to be essential to the State for economic, social or environmental
reasons”. The Kurnell Desalination Plant is one such development, so too new
electricity infrastructure over 250MW. The City of Melbourne case study suggests
that where State governments take the lead on a development process within a local
government's boundary, it is not compelled to act in accordance with local
government strategies, including climate change adaptation strategies, and so
different developments within close proximity could be inconsistent with achieving
local aspirations for adaptation.

The flood case study draws attention to other planning problems. The study reports
on barriers to incorporating up-dated information into planning schemes in both
Victoria and Queensland, including a ten-year interval before some planning
instruments become due for revision, the complexity of approval processes, cost,
compensation liabilities and competing pressures. These can all prevent timely
incorporation of flood data, including climate change information, into planning
schemes. The Productivity Commission adaptation review also found that climate
change risks are not consistently managed in land-use planning schemes, with local
governments hampered by a lack of guidance from state governments and financial
and expertise constraints (Productivity Commission 2012: 151).

Data accuracy, assumptions and collection techniques aside, combinations of future
changes such as development and climate change are expected to alter catchment
hydrological conditions; what was once a 1:100 year event may become a more
frequent occurrence. A study by Melbourne Water on the impacts of climate change
on flooding found that rainfall intensity over five urban catchments in Melbourne was
likely to increase and that the interval between large scale events would decrease.
Using existing tools and models, they found a 30% increase in rainfall intensities was
likely by 2030. While results varied from catchment to catchment typical results from
this analysis indicated the 2070 1 in 5 year design ARI event was equivalent to the
present 1 in 10 year ARI event and the 2070 1 in 100 year ARI event was equivalent
to the 1 in 300 year ARI event (Pedruco and Watkinson 2010). Similarly, studies
suggest the urban heat island effect caused by intensification of development can
exacerbate climate change impacts over specific areas (Coutts et al 2010).

New approaches to planning are advocated that focus on ecological systems. To
manage flooding, for examples, some researchers suggest that work needs to be
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done primarily in the upper catchment to impede water flow. Thus, rather than
clearing and straightening water channels, vegetation actually needs to be
encouraged to grow inside them and for water to spill over onto the floodplain. This is
an approach that strongly contrasts with current practices and community views
(Wenger, Hussey et al. forthcoming); (Parliament of Victoria 2012: 114-118). Upper
catchments would be encouraged to flood and hold water temporarily in wetlands or
detention basins and then gradually release it back into the system. Such an
approach demands a totally different governance framework for planning that is
more attune to catchment management principles, taking into account different
actions needed by different stakeholders along the physical geography of a
catchment from upper, to middle then to lower catchment. A business case that
applies ecosystem approaches to sediment reduction in the Moreton Bay area was
recently prepared by the Queensland Conservation Council in collaboration with
university researchers as part of the Healthy Waterways Partnership. It found that
70% of the sediment is coming from 30% of the region, suggesting that it is possible
to target activities to specific localities. This example also suggests that in the
Australian context, ecosystem approaches would be cost effective in terms of water
quality and supply, as well as having side benefits for fisheries and wildlife. The
value of avoided flood damage costs was not included in this study (QCC 2012).

Ecosystem approaches to climate change mitigation and adaptation are probably the
least understood in Australia. A reason for lack of understanding about this approach
could be the segregation between traditional impact (e.g. flood management) and
natural resource management disciplines. However, ecosystem approaches are
widely used overseas as a strategy to adapt to climate change related flooding. They
can mitigate the impacts of flooding for existing as well as future development, and
thus have a wider reach than development planning.

7.5. Funding function

Funding functions:

These are incentive programs or investment initiatives that provide subsidies or
co-investment as a means of stimulating the uptake of particular actions.

As previously discussed, there is an inevitable inter-relationship between the
different policy and institutional mechanisms of government, but perhaps none
stronger than the link between the funding function and the information and analysis
function. This may be particularly the case with climate change adaptation, where
the identification of options for responses and the development of appropriate
technologies associated with these are dominated by the paradigm of research
methodologies, research management and research funding. This paradigm is
reinforced by the risk assessment framing approach to adaptation planning
advocated by government; an approach that demands the technical interpretation of
projected impacts and their implications for adaptation. While the funding function of
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government certainly goes beyond support for research, nearly all of the case
studies found that most funding initiatives associated with the case study area were
either directed towards research or towards projects involving advice from research
professionals.

The importance of the link between the funding and information and analysis
functions of government cannot be overstated because it affords the Commonwealth
considerable influence in what research is undertaken, under what conditions and
ultimately, by virtue of the dominant risk assessment framing approach, what
adaptations occur. That said, the authors encourage caution be taken with this
approach because it may reinforce an opportunistic project-based mind-set in
dealing with adaptation at the cost of building longer-term personal, community,
business, organisational and sectoral resilience in the face of climate change. This is
not to suggest that the funding function should be downplayed in favour of other
mechanisms, but rather that a different approach to funding management may be
needed. One alternative approach, for example, is to not administer the funding of
research (or other types of projects) but rather to administer the facilitation of
adaptation collaborations. In other terms, to invest in adaptation collaborations rather
than adaptation projects. Such an approach could go so far as to actively discourage
opportunistic behaviour of research institutions that has been known to impede
greater private sector engagement in collaborative ventures (Tripsas et al 1993).

There is currently a plethora of funding programs that in one way or another support
climate change initiatives, including adaptation. Indeed, their number is too imposing
to list here: many are described in the case studies, and most comprehensively in
the information and analysis, primary industries and flooding case studies. These are
variously administered at all three levels of government, and occasionally by
agencies outside of government under formal agreements. Primarily, their mode of
investment is project-based.

At the Australian Government level, the Clean Energy package has added a raft of
funding packages, including the $1.7 billion Land Sector Package, which in turn
supports the Carbon Farming Futures Program, Carbon Farming Initiative non-Kyoto
Carbon Fund, Biodiversity Fund, Indigenous Carbon Farming Fund, Regional Natural
Resource Management Planning for Climate Change Fund and the Carbon Farming
Skills Program administered by DCEE. The Biodiversity Fund is notable as it is a
repackaging of a range of previous native vegetation programs tweaked to make
carbon sequestration a more prominent criterion for project selection.

Repackaging of funding programs can be an issue when it potentially leads to
maladaptation, such as support for incremental change along a wrong trajectory
where transformation is warranted. Here, the primary industries case study is
significant. The agricultural sector is unquestionably the sector with the longest
history of climate related adaptation in Australia. This has primarily been due to the
innovation required to cope with Australia’s extreme climate variability. Much of the
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agricultural research investment for the past few decades has involved a statutory-
based model combining industry levy payments with matching government funds to
create largely commodity based investment pools (Rural Industry Research Funds).
These funds in turn are managed largely by commodity specific R&D funding
institutions (some run as statutory corporations, others as industry companies). The
commodity focus of these institutions can be a strength from the perspective of
stakeholder ownership, but also a potential weakness in that it potentially ties the
investment mind-set to one of incrementalism built around improving the
sustainability of particular commodities. While incremental improvements may be
appropriate in some cases under projections of climate change impact, they may be
inappropriate in other cases. An audit of R&D investments by these bodies as well
as by national and state research agencies suggests that in the adaptation space,
around 15% of research funding is directed towards transformative research (Price
2012). This may be appropriate, however, there was little evidence to show how
investment decisions across incremental versus transformative were rigorously
determined and justified. Indeed, it appears that many of the incremental adaptation
investments were continuation of long-term research themes rebadged to suggest
they were related to climate change.

Across its full portfolio of activities the CoM runs several different grant, sponsorship
and investment financing programs. None of these relate directly to the
implementation of its adaptation strategy, although some do have this potential. For
example, the Council's Sustainable Melbourne Fund “provides loans of up to
$500,000 for up to six (6) years for individual projects that minimise impact on the
environment and deliver improved economic outcomes for the people of Melbourne
(and since 2002) has invested $8.14 million in energy generation, water savings and
energy efficiency” (CoM 2012a). The Council also runs an Environmental Upgrade
Fund to support building upgrades and retrofits that, among other things, can include
energy efficiency improvements, renewable energy systems and water conservation
improvements. This Fund is based on an innovative financing arrangement that sees
the CoM enter into partnerships with financial institutions and voluntary agreements
with building owners to finance environmental upgrades for non-residential buildings.
With the tenant’s consent, part of the cost of any upgrade can be passed onto them.
The finance rate is lower than commercially available to property owners and by
treating the repayments as levies to the CoM then passed on to the financial
institution, the mechanism also reduces the risk to the institution (CoM 2012b). Such
funding opportunities are further explored under the Market arrangements section
below.

The CoM case study also provides a pertinent example of the limitations project-
framed investments suffer. This Council was one of a small humber to received first
round funding under the Australian Government’s Local Adaptation Pathways
Program to assist develop its Climate Change Adaptation Strategy. Discussion with
some key informants within the CoM suggested that this form of funding, while
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strategically useful for supporting specific tactics and actions, did not provide for
long-term adaptation investment, including the kind that supports community and
business resilience in addition to short-term risk management strategy development.

In the flood case study, discussion on the National Partnership Agreement on
Natural Disaster Resilience suggests there may be a potential model here for
broader adaptation funding. The amount allocated by the federal government to this
agreement is approximately $100 million over four years (2009-10 to 2012-13),
divided between all the States and Territories (COAG 2009). Under the terms of the
agreement, recipients are required to match Commonwealth funding and
state/territory annual implementation plans indicate that matching funds are also
commonly required from local government or other agency beneficiaries, thus
providing leverage opportunities (eg, see NSW Implementation Plan 2010/11). The
Partnership Agreement is described as addressing climate change adaptation on
websites and in annual reports, however the Partnership Agreement itself makes no
mention of climate change. Wording relating to climate change is included in some of
the Agreement’s State/Territory annual implementation plans. Generally this is in the
form of acknowledgement of climate change rather than specific strategies to
address it. A study of the eight implementation plans for 2011-12 found that six made
no reference to climate change, one included climate change in its preamble and the
remaining one included climate change in its performance measures.

Such a model is not unlike those that have been used for natural resource
management, including the existence of multilevel agreements between tiers of
government to pursue particular outcomes. Notwithstanding some of the
weaknesses of this model pointed out by the Australian National Audit Office (ANOA
1997) and others (Roberts and Pannell 2010; Morrison et al 2010), including a
diminished role for local government in the current Caring for Our Country program
and that program’s fixation with opaque project-based funding decisions, some
principles remain useful and transferable. In the context of climate change
adaptation, it is not hard to see a process whereby multilevel agreements can be
formed around collaborative actions to support the implementation of regional
adaptation strategies. This would not simply be about funding, but also and possibly
more importantly about aligning policies, building codes, development planning
processes and other activities to be consistent with the outcomes sought by the
strategies.
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7.6. Information and analysis function

Information and analysis functions:

These are publicly funded initiatives aimed at enhancing the understanding of
phenomena (basic research) and how to deal with these (applied research) and at
enhancing stakeholder understanding of the consequences of phenomena and
the means of responding (education and awareness).

As stated in the introduction to this synthesis report, information on climate change
impacts is abundant, with all levels of government, as well as research and training
institutions, industry bodies and NGOs involved in the production and analysis of
information related to climate impacts and adaptation. This includes information on
the impacts of climate change, guidance material in the form of best practice
manuals, tools, information networks, courses and workshops. Many specific
examples of such material are provided and discussed in the various case studies.
What becomes clear in these is that governments also have a role in developing
guidance to improve the quality and consistency of information. (We refer to the
forthcoming report from the NCCARF Leading Adaptation Pathways project.)

While information abounds, local information on climate impacts is often lacking, is
not publically available or is not used (Wenger et al. 2012). Of greater concern
perhaps is that those in positions needing to access this information often do not
have the time to do so and may proceed with activities based on poorly conceived
foundations. Alternatively, these positions may rely on external support (i.e.
researchers, consultants etc.) to undertake analysis of options based on available
information but as a result may not have built any organisational capacity to become
self-reliant in information seeking and interpretation. In other words, decision-makers
may be no better off at knowing how to make decisions under uncertainty.

Climate adaptation issues pose particular problems for providing accurate, policy-
relevant information for decision-making, with the issue of uncertainty being most
prominent. Three major sources of uncertainty are discussed in Case study 3 and
previously in this synthesis report: Future emissions of greenhouse gas emissions
(‘policy uncertainty’); Scientific uncertainty (‘epistemic uncertainty’); Natural variability
(‘aleatory uncertainty’) (Hallegatte et al. 2012: 8). These three uncertainties
combined make it all the more difficult for decision-makers to assess investments for
long term climate resilience. As such, the information and analysis function of
government in the arena of climate change adaptation becomes one not only of
information and analysis provider, but potentially also information and analysis
interpreter. That is, in environments of decision-making uncertainty, there is a need
for information providers and decision-makers to work closely together to interpret
options, steps, feedback and further options in the context of adaptive management.
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The importance of information and uncertainty in adaptation policy is heightened by
the fourth domain of uncertainty: that associated with the likely efficacy of policy
interventions.

The City of Melbourne case study provides a good example of how decision-makers
can work alongside information providers to not only gain access to information but
to gain a richer understanding of the content of the information. Here, a close
relationship has evolved between CoM staff and adaptation researchers associated
with the Victorian Climate Change Adaptation Research Facility Institute. In effect,
the NCCAREF initiative was intended to support these kinds of collaborations, where
research and decision-making imperatives are closely aligned. It is apparent that the
volume of adaptation research resulting from the NCCARF initiative places Australia
in a leading position, however the application and impact of this knowledge is a
matter yet to be determined. Such processes not only provide researchers with
insights into real world decision making dilemmas, but ensure a legacy of stronger
capacity within organisations to identify and assess adaptation options. In many
ways, this is nothing more than a form of action research within a policy context.
Such relationships should be encouraged across Australia between local councils /
other critical adaptation organisations and their (preferably) locally situated research
institutions.

Another issue that is problematic in climate adaptation information relates to a spatial
scale misalignment between what can be provided by climate models and what is
needed by decision-makers. This is discussed in the flooding, water/energy and
finance market case studies in particular. For example, in the case of floods, it was
observed that municipal boundaries do not coincide with catchment boundaries,
resulting in flood studies that are done on an individual town or locality scale (QFCI
2012: 55). Yet flood management is most effective on a catchment scale, which
raises the issue of whether systems for mapping are fit for purpose. Better
management outcomes could be achieved if local flood studies were designed to
‘nest’ within an overall catchment study.

The consequence of the scale issue is essentially an absence of knowledge at the
scale at which decisions are made: most notably, the local scale. For example, the
need to downscale climate change flood information to catchment level has been
identified as a key issue by the Productivity Commission’s report on barriers to
effective climate change adaptation (Productivity Commission 2012). Even at local
scales, however, the problem is exacerbated by the myriad end-user decision
makers that need information, any information, no matter how coarse. The large
number of end-users makes identifying, funding and disseminating information
extremely difficult. Other questions surface about proprietary rights and competitive
advantage when information is generated with co-funding from the private sector.
(We note the data resolution and access issues that are currently being addressed
by the Commonwealth-funded Australian Urban Research Infrastructure Network in
the urban space.) These complex issues reinforce the need for new approaches to
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information generation and sharing in the context of adaptation, and reinforces the
need for transforming the government’'s funding role (in research or information
provision) into something more akin to collaboration broker, where partnerships in
knowledge generation, information provision and on-ground implementation are
intimately connected and the enabling resources negotiated among collaborators.

NCCARF's emphasis on the involvement of local councils, state governments,
emergency management organisations and other end users in the planning and
operationalisation of research goes some way to filling this role, but falls short in that
it sets an albeit imprecise demarcation line between research/planning and
implementation/monitoring/learning. With the first phase of NCCARF drawing to an
end, and discussions still in process over any second phase and the relative roles of
the Commonwealth, State and Territory, and local governments, as well as key
business partners, research institutes and the private sector more broadly, there is
an emerging basis for a more sophisticated approach to building adaptive capacity
that can potentially deal with the uncertainties of climate change discussed
previously. This would require, however, NCCARF managers to evolve from program
and project managers to negotiators of collaborations. It would also require more
flexible forms of investment extending beyond the traditional research contract
paradigm.

Nationally, the CSIRO is a critically important organisation in the climate adaptation
arena. With its research endeavours crossing so many sectors of society and
disciplinary fields of expertise, the organisation should be well placed to identify
adaptation synergies, antagonisms and trade-offs that may not be intuitively obvious
to some other research organisations or decision-makers with much narrower remits.
Identification and understanding of these synergies, antagonisms and trade-offs are
of acute relevance in framing national and state-wide adaptation policies. They could
also be of tremendous use to local governments in adaptation strategy formulation,
and while some of these or their combination may be unique to specific regions or
councils, there is a need for the more common or generic ones to be documented
and shared. The Productivity Commission saw the importance of this kind of
integrating role in the context of the food/water/energy relationship when reviewing
the rural R&D Corporation model (Productivity Commission 2010). The challenge for
CSIRO in contributing to national climate adaptation capacity is ensuring that its
privileged and important helicopter view of synergies, antagonisms and trade-offs is
not undermined by diluting its human capacity across too many and more narrowly
defined research activities. Quite rightly CSIRO recognises the value of continued
interaction and engagement with stakeholders and other research (CSIRO 2012:
297), and an important contribution it can make in these interactions is to ensure that
the challenges of dealing with complexity are not overlooked in favour of seeking
simple and potentially maladaptive solutions.

Other specific climate adaptation research is undertaken by the Bureau of
Meteorology and Geoscience Australia. Clearly both departments are integral to the
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development of Australian climate models, and recent initiatives have seen the two
agencies committed to developing national, natural hazard risk assessments through
open-access databases. Such repositories of information are important means of
providing quicker access to relevant information without costly and time consuming
searches, particularly if they included the outputs of highly dispersed research
agencies. It is safe to assume that some of the research funded through the ARC
and the NHMRC is relevant to climate adaptation, but it is not easily accessible and
discernible from the two organisations’ websites. More such repositories, possibly
within a common framework, would be of value not just to those undertaking
research, but also to those in planning, monitoring, emergency management and
education institutions to name a few. (Again, the discussions of information portals
by the NCCARF Leading Adaptation Practices project applies.)

In an age of litigation, the perception of liability can be a significant barrier to the
provision of risk information and its incorporation into planning schemes by local
government. Councils can be exposed to compensation claims if land is ‘down-
zoned’, subjecting it to flood controls and reducing land value. Councils are also
liable for losses if they provide flood advice, act or fail to act in respect to flood-prone
land (QFCI 2012: 128). This issue is also identified by Gibbs and Hill, who note that
some states such as Queensland have greater legal provision for compensation than
others for councils wishing to apply development controls (Gibbs and Hill 2011).
Some sources suggest a potential liability for the quality and accuracy of flood
information (Trowbridge, Minto et al. 2011: 70). In one case reported by the QFCI, a
council decided not to provide any information on historic or current flooding unless
an application was made under freedom of information legislation (QFCI 2012: 130).

A recent paper finds that the liability risk of providing flood risk information is vastly
overstated and there are “no cases where anyone has successfully sued a council
for releasing up to date, accurate hazard information”. Rather, councils face liability
for not supplying information about known risks (Eburn and Handmer 2012).
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7.7. Supporting market arrangements

Market arrangements:

These are instruments of government that influence the way in which industry
actors behave in various markets. Examples include water trading and trade
policy.

International discussion about climate finance for adaptation is dominated by a focus
on the provision of financial aid by developed countries to developing countries to
build their resilience against climate variability. However, it has become clear that
adaptation investment must also become a priority for developed nations as severe
weather events increase in severity and rapidity within their borders. Despite this
reality, procuring or leveraging the necessary finance for such measures has not
taken centre-stage in adaptation policy discussions. To date there has been no
published estimate of the overall costs of adaptation in developed nations (Agrawala
and Fankhauser 2007). Nonetheless, an indication of the required costs for
adaptation in Australia can be ascertained from sector-specific calculations. For
example, funding estimates for the adaptation components of the Water for the
Future program — being only one policy initiative - exceed AU$11billion over 10 years
(ABS 2012). Conversely, at least AU$63billion of capital assets in coastal
settlements are vulnerable to inundation from sea-level rise (DCCEE 2009).
Accordingly, protecting assets — both fiscal and physical - from the risks of climate
change is going to require significant capital outside of normal government channels
and business as usual (BAU).

The importance of capital markets and private sector finance actors to this
discussion becomes clear here. In 2011 the global bond and equity markets were
valued at US$95 trillion and US$55 trillion respectively (Maslakovic 2011), which
dwarfed Australia’s GDP (purchasing power parity) of less than US$1 trillion (CIA
World Factbook 2012). Private sector finance actors are economic gatekeepers with
access to money and the innate ability to move it around. For example, the Investor
Group on Climate Change (IGCC) represents Australian institutional investors with
approximately AU$900 billion of funds under management (IGCC 2012a). This
includes industry superannuation funds, property investment trusts, retail and
wholesale fund managers, and the research units of global investment banks (IGCC
2011). These entities also invest in several markets/assets for which adaptation
investment will be required, namely: property (residential and commercial), transport
infrastructure (roads, bridges, airports), social infrastructure (hospitals, prisons),
utilities and network infrastructure, and agriculture (IGCC 2011). As such,
institutional investors themselves have a clear interest in being involved in this
discussion and any potential solutions.

Clearly, we need to be thinking about how best to incentivize and leverage private
sector finance to facilitate the necessary capital for adaptation initiatives. Specifically:
(a) existing and future monetary assets, such as superannuation investments, need
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to be protected for the long term; and (b) private sector finance/investment must be
channelled into new and existing physical assets and infrastructure to increase
climate resilience.

Unlocking the substantial potential for private investment will require overcoming
certain institutional and regulatory barriers to investment. The first institutional barrier
is simply awareness. Attention to climate change is not widespread amongst private
finance sector actors in Australia or elsewhere. In 2008, a report of the United
Nations Framework Convention on Climate Change (UNFCCC) noted that
adaptation to climate change was not a significant consideration for private sector
actors even though they are responsible for the bulk of investments in climate-
sensitive sectors (UNFCCC 2008, p.34). More recently in 2012, Mercer found that
climate-related policy risk alone could contribute 10% of risk to an investment
portfolio yet “nowhere near 10% of the average risk manager’'s budget or attention” is
being dedicated to climate risk management for institutional investments (Mercer
2012, p.15).

Second, information asymmetry and perceptions of risk can create investment
reticence. In the context of adaptation, robust cost-benefit analyses are hampered by
information gaps regarding the precise local impacts of climate change and resulting
costs, how impacts and costs might apply to specific assets, and a lack of definitional
clarity around the term ‘adaptation’. Moreover, risk perceptions for climate-related
investments are often high due to future uncertainties such as global and domestic
climate policy frameworks and technology preferences (Brahmbhatt 2011).

Third, the long timeframes required for major infrastructure present challenges for
business case evaluations of adaptation investment in physical assets. For example,
the planning timeframe for refurbishing major infrastructure is 10 to 30 years, and
major upgrades or replacements have an expected lifetime of 50 to 100 years (PIA
2004). As such, long-term risk/benefit analyses are required to project decades into
the future. A concern for investors is that risks might arise after the completion of the
project but during the life of the asset, which are very difficult to account for upfront.
Importantly, community benefits or ‘social returns’ of such investments, such as
airports and utilities, are outside the timeframe and scope of private sector
investment decisions (DCCEE 2011).

Finally, Mercer recently found that extant institutional barriers include a widespread
deficit of ‘how to’ climate-related financing experience (Mercer 2012). Specifically,
fund managers may not know where to allocate climate-related investments. This
means that even robust climate-related investment opportunities will be overlooked if
they do not fit neatly into an established asset-class classification or silo.

On this point, market-based innovations can assist fund managers to identify and
allocate climate-themed investments. For example, the HSBC Climate Investment
Indices re-classify industrial sectors into four climate-related themes: low carbon
energy production, energy efficiency, climate finance, and water/waste/pollution
control. In so doing, the Indices evaluate and funnel investment into “companies that
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are focused on addressing, combating or developing solutions to offset and
overcome the effects of climate change” (HSBC 2010, p.6). An investment analyst
explained how sector performance correlates to government policy: analysts watch
very carefully for regional and national policy initiatives or changes in order to
ascertain investment targets. The targets are then fed into the Indices, which in turn
inform the investment allocations made by fund managers.

In addition to institutional barriers, policy barriers also exist that inhibit private finance
for adaptation. Such barriers to financing adaptation in physical assets or
infrastructure are brought into stark relief when contrasted with the ‘investment-
grade’ low-carbon policy framework. There are no equivalent market policy
mechanisms that encourage finance for adaptation in physical assets or
infrastructure. NPA grants, existing building guidelines and company reporting
requirements are all insufficient to incentivise private investment, especially for
existing assets and large portfolios. Moreover, disparate sources of information and
conflicting planning regulations at different government levels impede private
adaptation endeavours.

With respect to what needs to be done to address information barriers, the finance
market case study this paper recommends the creation of a central repository of
climate-related information to assist investment decision-making. Its purpose: to
minimise gaps in available information particularly about the extent of likely local
impacts; and to remove or at least coordinate disparate multi-jurisdictional sources of
information. A central information resource will redress the institutional barriers of
information asymmetry and skewed risk perceptions that create investment
reticence, and the policy barrier of conflicting requirements between levels of
government.

The repository must provide general access to standardised historical and predicted
weather information in order to ensure a common reference framework for the
private and the public sector at all levels (UNEPFI and SBI 2011). Moreover,
financial actors require ‘applied’ research and information, tailored to specific sectors
or geographies; they are not interested in pure climate information. They require
specific information such as sectoral analyses, regional scenarios, databases of
adaptation and clean tech projects, and extreme weather events (historical and
predicted) (UNEPFI and SBI 2011); Economics of Climate Adaptation Working
Group 2009).

Leading insurers and other financial service providers have developed statistics and
competencies in these areas, including extreme weather and loss databases and
catastrophe models. UNEPFI found that finance actors desire collaboration with
research institutes and other partners to help develop information services and
formats. Thus, a further benefit of a national repository is to provide opportunity for
co-operation between private and public actors with different experience and
knowledge.
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Finance actors, particularly lenders and investors, also require climate-related
company data upon which to base their decisions. Current ASX rules are insufficient
to motivate voluntary corporate disclosure of the effects of climate risks. Disclosure
of ‘material business risks’ occurs only at a board’s discretion and it is unlikely that
directors currently consider climate-related risks in this light. Accordingly, a
Corporations Act 2001 (Cth) amendment could be considered to obligate companies
operating in Australia to report on their adaptation risks and strategies explicitly. At
the very least a new ASX guidance on the climate change disclosures that public
companies ought to provide in financial filings must be established, similar to that of
the US SEC.

In either case, what would companies be required to disclose? An indicative list is
this: climate risk management strategies; investment strategies; market segment
vulnerabilities; climate impacts on pricing and capital; capturing climate
opportunities; coastal and non-coastal analyses; stakeholder and local community
engagement (Grossman 2012; Anderson 2006; IGCC et al. 2012). The finance
market case study is very detailed in its recommendations, divided into non-coercive
and coercive options for government. Non-coercive options can stimulate 1) climate
change mitigation by supporting a business case for renewable energy and clean-
tech, which surpasses a competing business case for fossil fuels, and brings low-
carbon options to scale; and 2) climate change adaptation by supporting a business
case for the replacement and refurbishment of existing and future physical
assets/infrastructure to increase resilience. The recommendations cover blended
finance options involving public-private co-financing of adaptation responses, use of
tax credits, use of grants and use of climate bonds.

In contrast to the steering nature of non-coercive policy, coercive climate finance
legislation would mandate how private finance actors must facilitate climate change
adaptation. Two examples of coercing private finance actors to facilitate adaptation
investment are discussed at length in the case study. These include taxation and
legislative mechanisms. In the case of taxation, a financial activities tax (FAT) could
be levied on defined ‘private finance institutions’ to tithe a specific percentage of their
annual profits, which is then funnelled into specified initiatives. Indeed, a 2010
Australia Institute poll found that 81% of Australians wanted government
consideration of a bank industry 'super profits' tax (The Australia Institute, 2010),
which would require banks to tithe annual profits that reach a certain threshold.
Finance from this type of tax is usually funnelled into a national sovereign fund; in
the case of a ‘climate finance tax’ however, funds could be directed into prescribed
climate change adaptation initiatives.

In the case of legislation, prescriptions could stipulate that financiers must lend at
preferential rates for infrastructure adaptation projects and household adaptation
measures, or that institutional investors are prohibited from financially supporting
listed carbon-intense projects or industries. Importantly, development/planning
requirements (such as Environmental Impact Assessments) need to obligate
developers and owners to consider climate impacts on existing physical assets.
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7.8. Features of extant frameworks, policies and programs which
enable or impede adaptation

Presented here are the project findings drawn from the case studies and preceding
discussion which move towards the final conclusions and recommendations in the
subsequent chapter. The findings are grouped in Tables 5 and 6 according to
themes which emerged under the project objective to explore factors which either
enable or impede adaptation. To provide context and showcase how various
mechanisms feature in several iterations across the case studies, the relevant case
studies are also indicated.

Table 5: Features of extant frameworks, policies and programs which enable

adaptation
. Case
Enabling
Examples study
feature
reference
Integrated More successful National Programs (i.e. NWI, NCCARF, CCRSPI) | CS1, CS3,
policy seek to generate knowledge in close association with strategy | CS6
development & | development and policy implementation
implementation
Knowledge A long-standing, sizeable and talented research capacity which | CS2, CSS3,
capacity provides the supporting science and information informing decision | CS4,CS5,
making, including adaptive management CSs7

Non directive | National initiatives which support rather than direct local and state | CS1
support efforts

Clarity of | A clear definition and understanding of problems at a system level | All case

purpose and actions to address root causes and not just symptoms fosters | studies
resilience

Diversity A diversity of ideas, skills and resources, a diversity of views, | All case
innovation, flexibility in problem solving, fosters resilience studies

Connectivity Resilience follows from institutional (including community) | All case

networks that are not susceptible to collapse due to one part | studies
failing; effective use of resources; community ability to organise
itself, appropriate leadership; spare capacity; and some duplication
of functions and overlapping of institutions

Integration and | Resilience requires an holistic consideration of issues and realistic | All case
feedback consideration of scale, which accounts for the full range of | studies
interactions between humans and ecosystems. It also requires
feedback and resources to monitor, debate and learn

Positioning Positioning climate in terms of socio-economic benefits rather than | CS1, CS4,
marginalised as an exclusively environmental issue CS6

Championed National policies that have succeeded have had independent | CS1, CS5,

(internal  and | agencies in the Federal Government as champions combined with | CS6, CS7

external) strong stakeholder and government central agency support

Conformity Successful national initiatives such as the NWI and NCP have | CS1

benchmarked relevant legislation in each jurisdiction and proposed
reforms so they conform with policy principles

Investment Negotiation of investment partnerships can be more fruitful than | All case
flexibility negotiating project terms and conditions. diverse means of | studies
supporting action is required. Competitive funding does not
necessarily lead to the greatest benefits
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Table 6: Features of extant frameworks, policies and programs which impede
adaptation

Impeding
feature

Examples

Case
study
reference

Lack of framework

policies and
principles

The lack of an effective, overarching policy process with
accepted, guiding principles may be one reason why there are
so many conflicting policies or processes (i.e. planning)

CS1, CSs2,
Cs7

Incorrect framing

Risk management is the dominant framing of adaptation
strategy planning, but it is only one aspect of building
resilience and encourages a task based rather than ongoing
strategic or systemic mindset when implementing adaptation
strategies

CS2, CS3,
CS5,

Uncertainty and

information
asymmetry

Policy, epistemic and aleatory uncertainties in the climate
science and modelling exist which make it more difficult for
decision-makers to assess risks, investments and actions for
long term climate resilience. Decision and support information
is asymmetric; not at the right scale, at the right timeframe or
in the right decision-making language

All case
studies

Management
incapacity

While uncertainties due to a lack of policy clarity, knowledge
guidance or foreseeable system response may not
necessarily impede action, management incapacity to deal
with uncertainty can impede adaptation or result in
maladaptation

CS3

Poor awareness

Climate-related policy risk alone could contribute 10% of risk
to an investment portfolio yet only a fraction, if any, of the
average risk management budget or attention is directed to
climate risk management for institutional investments

All case
studies, but
particularly
Cs4

Timeframe
incongruity

For asset investors, risks might arise after the completion of a
project but during the life of the asset, which are very difficult
to account for upfront. Community benefits, social good or
‘social returns’ of such investments, such as airports and
utilities, are outside the timeframe and scope of private sector
investment decisions

CS4, CS5

Context incongruity

Fund managers may not know where to allocate climate-
related investments. This means that even robust climate-
related investment opportunities will be overlooked if they do
not fit neatly into an established asset-class classification

CS4, CS5

Policy distortions

Fossil fuel subsidies create policy distortions by rewarding
investment in high emission activities. In other words, they
perpetuate a competing business case for continued
investment in fossil fuels and carbon-intensive projects in
Australia

CS5, Cs7

Inappropriate
support scaling

Financial incentives need to exist beyond just energy
efficiency savings. Current policy focuses on energy efficiency
measures, asset-by-asset evaluations and future assets.
There is insufficient policy assistance or incentive for
adaptation investments in existing physical assets, especially
for owners of multiple assets such as utilities (which have
many thousands of assets) or property investors with large
portfolios

CS3, CS4,
CS5, Cs7

Normative
momentum

Industries such as the primary industries have a long history
in climate variability adaptation which can shape their
perspective on responding to all climate related challenges. It
favours incrementalism which while sometimes appropriate,
may in other instances lead to maladaptation

CS6
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Case

][mpedlng Examples study
eature
reference

Reform fatigue Reform fatigue can reinforce normative momentum | CS6

(resistance to reform) as many communities are simply tired

of many consecutive reforms, over-consultation and in some

cases, lack of engagement and a platform for participation in

decision making
Lack of Some sectors and communities are trying adapt in ways | CS6, CS7
acknowledgment which when aggregated can be effective. The competitive

reward system (grants, prizes etc) does not acknowledge this

Inadequate review | The length of time before key instruments are due for revision | CS2, CS7
is often too long and the processes for regular update and
inclusion of information are too complex

Resources Good intentions can be undone by providing insufficient | All case
investment — engaging groups on a hand-to-mouth basis does | studies
not work or at best slowly and at additional cost

NB: Conflicting policies do not necessarily impede action (adaptation) but they may lead to
unintended consequences or known but adverse consequences as the result of trade-offs.
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8. CONCLUSIONS

The rationale for conducting this study was two-fold: first, that significant climate
change is unavoidable and that it is in Australia’s national interest to adapt to those
changes; and second, that Australia’s capacity to adapt to climate change will rely on
robust, efficient, transparent, fair and flexible institutions which enable and
encourage the necessary behavioural change.

To that end, this project has pursued two objectives:

1. To assess the extent to which existing statutory frameworks, associated
institutions and policy processes support or impede national adaptation
planning and practice, and

2. To make a significant contribution to the development and implementation of
a strategic national policy framework.

To achieve these objectives, we undertook a nation-wide analysis of ‘core’ statutory
and institutional arrangements. To recall from Section 2, we used a ‘policy and
institutional arrangement matrix’ to select seven case studies that, combined,
capture the full range of statutory and institutional arrangements in Australia. Each of
the seven case studies analysed produced insights particular to the policy
mechanism, sector, threat or jurisdiction in focus and some of those insights and
recommendations could offer significant benefits to Australia’s quest to adapt to
climate change; the details of which are in the individual discussion papers.
However, it is only in evaluating the results from the case studies as a whole that we
can usefully and adequately address the two project objectives. We turn to our
overarching conclusions now.

In our assessment, Australia’s existing statutory frameworks, associated institutions
and policy processes do support national adaptation planning insomuch as there is
clear evidence of:

1. An awareness of climate risk amongst all levels of government, and
particularly of the relevance of climate impacts to existing laws, institutions
and policy processes;

2. Climate risk having been, or likely to be soon, incorporated into key, relevant
statutory arrangements such as planning and strategic decision-making,
regulatory frameworks, technical standards, performance-based standards
and some policy processes, at all levels of government, and

3. Bottom-up initiatives by local governments and authorities to utilise those
arrangements so as to increase adaptive capacity in communities and
regions.

Australia’s regulatory and institutional landscape is designed to be dynamic and

flexible. In our assessment, that flexibility was evident, although admittedly the
machinations of statutory reform is not a quick process. Nevertheless, our research,
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combined with others’, has shown that all jurisdictions in Australia have made recent
reforms to, inter alia, planning and strategic decision-making, regulatory frameworks,
technical standards, performance-based standards and some policy processes. For
example: the peak standard for flood management, the Australian Rainfall and
Runoff Guidelines, are currently being extensively revised to take account of natural
and anthropogenic climate change; the building codes of Australia are currently
under review to take account of future climate change; Environmental Impact
Assessment is evolving in some jurisdictions to take account of climate change;
major infrastructure projects like airports are incorporating climate risk into their
design; and some states are using existing frameworks to develop state-wide climate
vulnerability assessments and response strategies.

This is an important finding because it implies that in the main existing statutory
arrangements do have the capacity to support climate adaptation planning. It further
suggests that there would be little value in having a comprehensive, national review
of legislative frameworks (as has been suggested elsewhere), as, in many cases,
this evaluation and review is proceeding albeit in a variable manner.

However, while being pleasantly surprised by recent progress already being made in
reforming Australia’s existing statutory and institutional arrangements, we did identify
some qualifying factors, for example:

e Some States/Territories are lagging behind in the review and reform of
existing arrangements, with the result that statutory arrangements can be
more or less ‘robust’ depending on the jurisdiction;

e There is evidence of perverse incentives or conflicting policy goals in higher
order policies and associated legislative arrangements i.e. drought policy,
disaster relief policy, the primacy of human life over other social objectives in
planning regimes;

e Almost all of the statutory and institutional arrangements we assessed apply
to new developments, projects and infrastructure, so that existing dwellings
and infrastructure are not captured by the revised legislation, except in certain
circumstances (in-fill developments, or post disaster reconstruction); and

e All Australian governments are making investments in climate change
adaptation with few being able to clearly articulate the business case for such
investment. While this reflects the precautionary principle in action, it also
suggests that governments have little basis (and possibly little policy capacity)
for determining what level of investment is an appropriate level and, inter-alia,
what indicators are appropriate to underpin monitoring and evaluation
activities throughout investment cycles.

Nevertheless and even allowing for these qualifying factors, in terms of legal

prescription, current arrangements are sufficiently flexible and dynamic to support
climate adaptation planning over time.
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Unfortunately, while the evidence suggests that existing arrangements are adequate
in terms of legal prescription, our assessment indicates that those arrangements do
not support climate adaptation in practice.

As we stressed in the preface to this synthesis report, our interest in this project
extended beyond the ‘letter of the law’ to include analysis of the context in which the
law operates. To that end, our analysis in each case study was cognisant of broader
policy and planning issues which can inhibit effective implementation, such as (i)
information and knowledge gaps, including missing stakeholder contributions, (ii)
overlap, ambiguity, or contradictions in legislative requirements or processes, (iii)
inappropriate scale or scope of implementation and regulatory arrangements, (iv)
incentive gaps and conflicts for private and public sector actors that risk impeding
adaptation, including shortfalls in accountability and transparency arrangements, or
perverse public revenue or funding linkages, (v) conflicting strategic policy goals
frameworks, which create unintended outcomes, and (vi) the availability or lack
thereof of human, financial and other (i.e. technical) resources.

Based on our analysis against these broader, contextual issues, we have identified
three significant impediments to national adaptation planning in practice:
1. Lack of clear and consistent implementation frameworks to guide adaptation
planning;
2. Lack of financial and human capacity at the state and local level to adequately
implement adaptive strategies, and
3. Detailed information, data and response strategies are patchy, not fit-for-
purpose and lack accreditation processes.

These findings suggest that attention must now turn to addressing these three

impediments. We explore each in turn below in the context of Objective 2 and our
recommendations.
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9. RECOMMENDATIONS

Our second objective in this project was to make a significant contribution to the
development and implementation of a strategic national policy framework, informed
by the analysis and findings from Objective 1. To that end, we have based our
recommendations for a strategic national policy framework on overcoming the three
significant impediments identified above. Specific recommendations are contained in
Table 7, and brief explanation of our rationale for those recommendations and the
underlying principles driving them, are explained below.

Impediment 1. Lack of clear and consistent implementation frameworks and
guidelines

All of the case studies exposed significant fragmentation in the institutional
landscape: vertically between the three levels of government, and horizontally across
different policy domains. The consequence of this lack of coordination and
‘disconnect’ is the existence of competing or conflicting agendas, priorities and
overarching policy goals; conflicting messages which undermine or confuse efforts
by individuals or communities to adapt; and an ‘administrative maelstrom’ which
hinders attempts to achieve more resilient strategies, such as support for ecosystem
approaches to land management. Our observation from this impediment is that there
would be substantial benefits from a coordinated, national approach to improving
adaptation policy. National in scale, such an approach could be undertaken by the
Commonwealth or through COAG, with a view to identifying and articulating an
overarching framework for climate adaptation strategies, based on the principle of
resilience. Given the accelerating rate of climate change, and of the observed
fragmentation between policy domains, of particular importance in the development
of a national strategy for adaptation policy is that it should embody nested
connections between policy frameworks, so that as new information on climate
hazards come to light, there is a single point of reference for all other policy and
administrative domains. Significantly, such an approach would further benefit from
the establishment of a new, dedicated institution to oversee implementation of the
framework and support State/Territory and local government adaptation strategies.

Impediment 2: Lack of financial and human capacity at the state and local level
to adequately implement adaptive strategies

Like other policy issues such as natural resource management and social services,
the implementation of climate adaption policy relies on adequate resourcing in local
governments and organisations. From the flooding case study through to the
planning and finance case studies, a lack of resources was identified as a very
significant impediment to the implementation of climate adaptation strategies. The
lack of resources relates to budgetary constraints that prevent local governments
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from obtaining expert opinion on climate vulnerability and adaptive strategies.
Similarly, implementation capacity can be impeded by a lack of human resources to
oversee adaptation strategies, or the inability to retain those people beyond the life
of short-term projects.

Our observation from this impediment is that additional resources need to be
directed to local governments to support adaptation implementation, but also that
new approaches for collaboration between local councils and regional organisations
be explored and encouraged so as to develop critical mass in adaptation activities,
share scarce financial resources, and exploit synergies in experience. New
coordinating, collaborative arrangements between local councils — extending
existing, successful models — would also reduce the administrative burden for State
and Commonwealth agencies in their dealings with them.

Impediment 3: Detailed information, data and response strategies is patchy,
not fit-for-purpose and lacks accreditation processes

Aside from the lack of coordination between policy frameworks, and the lack of
financial and human resources, our research identified a number of critical failings in
the provision and use of information that hinders attempts to implement climate
adaptation policy in practice:

e first, the failure to identify unintended and unwanted consequences of
decisions in one sector on outcomes in another (absence of knowledge);

e second, the failure to incorporate that information (if known) into decision-
making frameworks (absence or failure of process or agency); and

e third, the failure to pursue alternative, more ‘adaptive’ strategies even when
information on unwanted consequences is known and considered (absence of
public or private incentives).

The implication of these ‘failures’ is that we need to generate information that is ‘fit
for purpose’, at the appropriate scale as to support policy and investment decision-
making, and deemed to be of sufficient quality as to be reliable (even allowing for
uncertainties). The inference here is that if information is generated, accessible and
accurate, the likelihood of public and private incentives aligning with ‘adaptive’
strategies will be enhanced. We note that significant work is being undertaken at
Commonwealth and State levels to improve the information base.

Our observation from this impediment is that Commonwealth and State initiatives to
generate climate-relevant information should be continued, and that a central
repository or ‘clearing house’ portal of climate relevant information could be
beneficial. Such a repository would include all federally-funded information; it would
respect the principle of ‘open access’; and it would include both the ‘raw’ data and a
‘translation’ function so that key stakeholders such as local governments can
understand the relevance of the data for their particular jurisdiction.
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10. DETAILED RECOMMENDATIONS AND A ROAD MAP
FOR REFORM

Addressing the three primary impediments identified above, we have developed a
set of recommendations which seek to provide policy responses that range from
‘high’ to ‘modest’ in their extent and strength in achieving adaptive capacity.
Furthermore, we have identified the most appropriate actor or agency to drive that
policy response, and we have included indicative timing of when that policy response
could be pursued, allowing for the political realities of the day. Those
recommendations are contained in Table 7, below.
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EXECUTIVE SUMMARY

Purpose

e This paper is the first of several prepared under an NCCARF project that explore
the potential for a national framework to address climate change adaptation

o this paper focuses in particular on the method by which the seven case
studies, of institutional and policy responses intended to stimulate climate
change adaptation, have been selected for rigorous scrutiny and analysis
in this project.

Rationale (the problem framing)

e Developments in science, global emissions profiles and shifts in the structure of
global climate change agreements have all strengthened the national interest
case for a stronger Australian mitigation effort. However, the best of mitigation
will leave Australians facing significant impacts which are the result of climate
change. They will have no choice but to adapt (Garnault 2011).

e Understanding the best approaches to adaptation from local level decisions
through to national level policies is constrained by several factors:

o much of the research on adaptation has focused on intentions to act rather
than on adaptation actions;

O many actions are motivated by drivers other than climate change,
including responses to extreme events;

focus is more on proactive than reactive responses; and

reported adaptations are biased towards developed countries, with limited
reporting on adaptations that take into account various demographic traits
such as gender and age.

e Improved understanding of constraints should help guide priorities for policy
responses under any forthcoming national framework for climate change
adaptation. However, there has been very little detailed investigation into what
institutions are important in this space, how these may limit or enable adaptation,
or what specific institutional, governance and policy process reforms might be
needed.

e This project addresses this deficit by undertaking a comprehensive analysis of
Australia’s existing and most relevant statutory arrangements and their
associated institutions to ascertain the extent to which they currently support or
impede our adaptation planning and practice.

e This project is timed to coincide with intensifying Australian Government attention
to climate change adaptation, including the potential invigoration of a national
adaptation strategy.
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Background

e This project is entitled “An assessment of Australia’s existing statutory
frameworks, associated institutions and policy processes: do they support or
impede national adaptation planning and practice.” The project is:

0 being conducted by a team led by the Australian National University;

o funded under the National Climate Change Adaptation Research Fund,;
and

0 scheduled to run from October 2011 to December 2012.

e The project has close links to the Australian Government’s Department of
Climate Change and Energy Efficiency (DCCEE), not only through the NCCARF
mechanism, but through DCCEE representation on a Project Advisory
Committee. This relationship is intended to:

o ground the project within a realistic policy environment; and
o provide the project with a ‘home’ for its findings and recommendations.

¢ The methodology in this project comprises three main components:

o review and synthesis of the existing literature concerning appropriate and
optimal statutory arrangements and policy processes for climate
adaptation planning and practice;

0 case study analysis, following interviews with leading experts on climate
change adaptation, federal and state government organisations and key
stakeholders in policy processes; and

o0 synthesis of insights gained from across the case studies to develop
assessment criteria for a future national climate change adaptation
framework.

e This paper sets out in detail the selection of seven case studies, the justification
for their selection, and the areas of enquiry that will be applied across the case
studies in order to underpin the final analysis.

Case study selection and proposed areas of enquiry

e A policy matrix has been developed as a means of framing all possible policy and
institutional functions and mechanisms and to select six case studies. The main
functions and mechanisms include:

o0 Intergovernmental function
Intra-governmental function
Regulation by prescription
Planning processes

Funding function

Information and analysis function
Market arrangements.

O O O O O O
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e The seven case studies selected for analysis include:
o Case Study 1: National and inter-governmental frameworks

= Aim: to explore the role and potential of national framework policies, not or not
directly specific to climate adaptation, both Commonwealth-driven and
intergovernmental (typically via COAG), in initiating, enabling and coordinating
adaptation options.

o0 Case Study 2: Planning processes and strategic decision-making

= Aim: to assess the potential of existing urban planning regimes to enable or
require human decision-making to respond to the challenges of a changing
climate, specifically the use of strategic environmental assessment and other
procedural mechanisms.

o Case Study 3: Information and analysis in the relationships between enerqgy
and water

=  Aim: To explore the feasibility of combining regulatory measures, for example,
regulatory arrangements which require energy suppliers and developers to
account for water withdrawal and consumption in development proposals, and
knowledge and awareness measures to highlight the oft-misunderstood links
between the energy and water sectors and enhance the adaptive capacity of
the energy sector to likely changes in water availability.

o Case Study 4: Market mechanisms and industry policy: The financial market

= Aim: To explore the role of private finance in supporting climate adaptation
efforts.

o Case Study 5: Interactions between policy mechanisms in a particular
jurisdictional setting — The City of Melbourne Council

= Aim: To shed light on how different policy mechanisms interact with each other
within a single jurisdictional setting.

o Case Study 6: Interactions between policy mechanisms in a particular
sectoral setting- Primary Industries
= Aim: To explore the efficacy and transferability of the adaptation approaches
taken within the primary industries sector either as a stand-alone sectoral
policy approach or as part of a broader national policy framework.

o Case Study 7: Interactions between policy mechanisms in a particular threat
setting —Floods
= Aim: To identify the key roles and responsibilities of the state and federal

governments in achieving the recommendations from the four major flood
reviews of 2010-2011.

e Case studies 1-4 deal with specific functions and mechanisms in the matrix,
while case studies 5-7 address examples where different mechanisms and
functions interact

o the areas of enquiry intended for analysis are outlined in the paper. These
provide a unifying basis for data collection in order to support comparative
analyses.
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INTRODUCTION

Climate change is a reality and no longer the phenomenon exclusively residing in the
domain of scientists. From disturbed citizens and streetwise activists, to concerned
business operators and resource managers, through to informed bureaucrats and
politicians, the threat of climate change has become the certainty of climate change. So
rapidly has the issue metamorphosed from the need to understand, to the need to
mitigate and finally to the need to adapt, that responses to climate change can look
makeshift and improvised; with shared responsibility in a vague space between science,
policy, education, industry and civil society. Irrespective of any visible or invisible hand
of direction, responses to climate change will take place; concerned change agents will
act and adaptation will occur. But will it be enough, and what cost will it occur? From a
societal level, taking a concerted, shared and synergistic approach to adaptation throws
out a particular policy challenge: the need to understand how laws and legal institutions
support or impede adaptation planning and practice and what the roles and
responsibilities might be within a federal system to enhance and achieve appropriate
levels of adaptation.

This paper marks the beginning of the output from a project that explores the potential
for a national framework to address climate change adaptation. As the first paper, it
focuses on methodology, and in particular the method by which case studies of
institutional and policy responses intended to stimulate climate change adaptation have
been selected for rigorous scrutiny and analysis. The overall project will help provide a
better understanding of the drivers and barriers to successful adaptation. By exploring
federal statutory arrangements and policy settings the project will provide much needed
knowledge and understanding on the role of the federal government in climate
adaptation planning and practice and it will make a significant contribution to the
development of a strategic, national adaptation policy framework in Australia.

The imperative for adaptation

The Garnaut Review update of 2011 could not have put it more plainly: “Developments
in science, global emissions profiles and shifts in the structure of global climate change
agreements have all strengthened the national interest case for a stronger Australian
mitigation effort. . . [but] . . .The best of mitigation will leave Australians dealing with a lot
of climate change. They will have no choice but to adapt” (Garnaut 2011). At the global
scale, 2010 climate data showed the average global temperature increase since the late
19th century had already reached 0.7°C (Metz et al 2007), while the European Climate
Foundation (2011) suggests current pledges to mitigation are unlikely to keep global
temperature increase below 2°C. Moreover, Butzengeiger-Geyer et al (2011) argue
incidents such as the nuclear accident at Fukushima have put into doubt consideration
of a range of emissions mitigation technologies.

Debates about adaptation versus mitigation have become redundant. This is evidenced
by the decisions, actions and climate change investment strategies of governments
across the globe. As Dovers (2009) and Dovers and Hezri (2010) put it, the issue before
policy analysts is really about how much adaptation might be needed. A related but
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equally compelling issue then becomes what institutional arrangements are appropriate
to achieve the desired level of adaptation.

Notwithstanding the attention being placed on adaptation, understanding the best
approaches to adaptation from local level decisions through to national level policies is
constrained by several factors, as summarized by Berang-Ford et al (2011): much of the
research on adaptation has focused on intentions to act rather than on adaptation
actions; many actions are motivated by drivers other than climate change, including
responses to extreme events; focus is more on reactive than proactive responses; and
reported adaptations are biased towards developed countries, with limited reporting on
adaptations that take into account various demographic traits such as gender and age.
Understanding such constraints should help guide priorities for policy responses under
any forthcoming national framework for climate change adaptation.

Pressure for a coordinated national approach/framework for adaptation

Dovers and Hezri (2010) argue that Australia has already taken a national approach to
some matters of weather, climate and climate risk, something which can be observed in
government responses relevant to Dovers’ (2009) three-part typology of policy problems
relating to climate weather risk disasters. The three levels of the typology include Level
1) dealing with existing variability faced in lived memory, but to which societies have not
adapted to as well as they could, and have the capacity to deal with better; Level 2)
dealing with a significantly exacerbated degree of climate variability and impacts — more
droughts, floods, cyclones, heatwaves, vector-borne diseases, etc — not outside
historical experience, but very challenging; and Level 3) dealing with climate change
and variability beyond human experience and institutional memory and capacity,
threatening the productive bases of economies, potentially including the inundation of
major urban areas, serious health impacts, integrity of ecosystems, and resilience of
institutions. It can be argued that the response to the first of these takes the form of a
national framework through the National Drought Policy administered through the
Australian Department of Agriculture, Fisheries and Forestry (DAFF), although it has
been argued that the unstated intention of this policy has been to keep farmers on the
land until conditions return to ‘normal’ rather than to encourage them to adapt to a non-
stationary environment (Pittock and Connell 2010)

Dovers and Hezri (2010) also argue that “there is a prima facie case that a competent
policy system can easily comprehend and cope with Level 1, by reinforcing or extending
current capacities and measures in public health, emergency management, coastal
planning and protection . . . [and that] . . . such a strategy could extend some way into
Level 2.” It is in Level 3 that the Australian Government has previously dabbled with a
national framework for dealing with climate change adaptation, namely the National
Climate Change Adaptation Framework developed in 2007 by the Council of Australian
Governments (COAG 2007), and the subsequent policy position outlined in the
Australian Government’s Adapting to Climate Change (Department of Climate Change
2010). Through referring the issue of adaptation to the Productivity Commission, the
Australian Government has signalled its intention to rigorously assess the options,
qualities and impediments to the implementation / development of a national adaptation
strategy.
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Our project and its objectives

Societal adaptation occurs at multiple social scales, including (i) individual behaviour, (ii)
formal laws, incentives and governance arrangements, and (iii) evolving norms,
attitudes and understanding. This project focuses on level (ii)) where adaptive
responses will generally require formal processes of review and legislative change
within the framework of a national strategy. However, there has been very little detailed
investigation into what institutions are important, how these may limit or enable
adaptation, or what specific institutional, governance and policy process reforms might
be needed (Dovers and Hezri 2010; Hatfield-Dodds in press). This project addresses
that deficit by undertaking a comprehensive analysis of Australia’s existing and most
relevant statutory arrangements and their associated institutions to ascertain the extent
to which they currently support or impede our adaptation planning and practice.

In some respects the objective of this project is reminiscent of the objectives of the 1992
National Competition Policy Review Committee (NCP) which involved a legislative
review of some 1,800 statutes to identify where existing legislation unnecessarily
hindered competition between the States and Territories: such reviews are powerful and
systemic but rare in sustainability and climate change (Dovers 2006). The principal
reform that emerged from the NCP process was a public benefit test to justify the
maintenance of any policy which prima facie restricts competition. A similar review is
now needed to assess the extent to which Australia’s state and federal statutory
settings and policy processes are prepared for the challenges of climate adaptation.
Where the NCP was using ‘competitive neutrality’ as a litmus test, the test here is
‘adaptive capacity’.

Building on nascent work on Australia’s ‘adaptive capacity’ at local-regional scales (eg.
Cork et. al. 2011; Smith et. al. 2010; Li and Dovers 2009), this project is the first attempt
to undertake this type of assessment, and it is particularly innovative because it
encompasses relevant statutory arrangements across multiple jurisdictions and the
broader policy processes that support them. It is for this reason that the project
demands disciplinary depth across environmental law, public policy and political
science.

A second gap in our knowledge and understanding concerns the appropriate role and
responsibility of the federal government in Australia’s climate adaptation policy. Just as
climate change impacts are location-specific, so too must adaptation responses be
tailored to local parameters: there is no single one-size-fits-all tool which will be
functionally applicable across all sectors. However, we know from extensive experience
with other economy-wide issues in federal systems that a strategic, nationally-consistent
policy framework which embodies common values and objectives and which avoids
distortion is crucial to success (for example, in water reform, see: Hussey and Dovers
2007; Pittock 2009). Nevertheless, the challenge in identifying what a national climate
adaptation framework might look like is further complicated by the shift in recent
decades towards a ‘shared responsibility’ model, involving ever-increasing numbers of
state and non-state actors with varying degrees of responsibility and capacity (Giddens
2009; McLennan and Handmer 2011). For example, the emergency management
sector has moved towards greater devolution of responsibilities across many more

Statutory Frameworks, Institutions and Policies for Climate Adaptation 107



actors, a move which has been criticised recently as a result of recent events (eg. Black
Saturday bushfires, major floods, prescribed burning escape et cetera). The state
cannot — as previously imagined — be either the sole preparer or responder, or the
insurer of last resort, and fierce debates are emerging as theory and practice struggle to
define the necessary balance of public, private and community roles and responsibilities
(Eburn and Dovers 2011). The question for Australian governments, especially the
Federal government, is inevitably: when is it sensible for the federal government to act
and build adaptive capacity in the context of potentially reduced State government
attention to this issue, and which of the policy mechanisms at their disposal will have
the greatest impact?

METHOD

A number of important points need to be clarified before a methodology for undertaking
this project can be finalized. The legal arrangements for environmental governance
including those relating to climate change recognition and adaptation perform a number
of different functions: stating substantive values, strategies and outcomes; prescribing
processes and procedures to enable and in some cases to require the formation of
plans and instruments to realize these values, strategies and outcomes; creating sets of
associations rights and duties designed to implement these plans and instruments;
ensuring that these associated rights and duties can respectively be protected and
enforced by the executive agencies of government and ultimately the judicial agencies
of government.

Some of these functions are information; some are descriptive; and increasingly many
are prescriptive. It is the relationship between them that has become important in the
context of ensuring compliance and enabling enforcement. If this is extrapolated to
climate change recognition and adaptation, there is a clear distinction to be drawn
between the existence of legal arrangements designed to enable or require climate
change adaptation; the capacity of these legal arrangements to do so in practice; the
differentiated capacity of these legal arrangements to be enforced; and ultimately the
extent to which the implementation of these legal arrangements actually achieved the
outcomes for which they have been designed. We make these points because a raft of
statutory and institutional arrangements has been adopted which could in principle
support adaptation, but their use and efficacy hitherto has been limited in some areas,
and ad hoc in others. An example to illustrate the point: the current Environmental
Protection and Biodiversity Conservation (EPBC) Act (1999) makes provision for the
extensive use of strategic environmental assessment (SEA), but that provision is under-
utilised for a variety of reasons, and, even where it is invoked, the successful
implementation of SEA depends to a large extent on the quality of existing assessment
processes and human and information resources in the relevant sector (Marsden 2005).

In short, the law is only as effective as the context in which it operates and thus
assessment must be made in the context of broader policy and planning issues which
inhibit effective implementation, such as (i) information and knowledge gaps, including
missing stakeholder contributions, (ii) overlap, ambiguity, or contradictions in legislative
requirements or processes, (iii) inappropriate scale or scope of implementation and
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regulatory arrangements, (iv) incentive gaps and conflicts for private and public sector
actors that risk impeding adaptation, including shortfalls in accountability and
transparency arrangements, or perverse public revenue or funding linkages, (v)
conflicting strategic policy goals frameworks, which create unintended outcomes, and
(vi) the availability or lack thereof of human, financial and other (i.e. technical)
resources.

The distinction between the existence of laws and legal institutions, and the broader
policy and planning issues which may inhibit their effective implementation, demands a
more comprehensive methodology than simply analysing existing laws and legal
institutions. Many of the critical issues identified above may only be identified by
gathering information, input and feedback from key stakeholders. Furthermore, the
development of criteria by which to assess the appropriateness and capacity of those
statutory arrangements and policy and planning processes must necessarily draw on
existing, relevant literature as well as first-hand account from key stakeholders.

Taking all of this into account, the methodology in this project encompasses three
components to achieve its objectives:

1. Review and synthesize the existing literature concerning appropriate and optimal
statutory arrangements and policy processes for climate adaptation planning and
practice, which will necessarily include review of current knowledge and
understanding from relevant sectors (i.e. water policy, extreme events etc.), as
well as the recent work on climate adaptation and adaptive governance. This
review has helped underpin the methodology for the selection of case studies (see
below), however the review will continue throughout the life of the project as new
lines of enquiry arise during the analytical stage.

2. Undertake in-depth analysis of particular existing legislation, key agency strategic
plans and policy goals, relevant reports, submissions and enquiries (state and
federal), taking into account any proposed reforms to legislation and/or policy
processes, by conducting interviews with leading experts on climate change
adaptation, federal and state government organisations and key stakeholders in
policy processes, as the foundation for the project’s case studies.

3. Synthesize information, knowledge and insights gained from across the case
studies to develop assessment criteria for a future national climate adaptation
framework.

Rationale for and efficacy of using a case study approach

This project is based on the use and analysis of case studies representing a subset of
the policy and institutional approaches adopted around Australia as a means of
stimulating climate change adaptation. It is neither possible nor necessary to assess all
Federal, State and Territory legislation that are relevant in order to better understand
how those arrangements support or impede climate adaptation. Rather, there are a
number of ‘core’ statutory arrangements that are obvious inclusions in the assessment
and then there are ‘peripheral’ arrangements which need to be identified and a short-list
made. Common sense demands that only those ‘peripheral’ arrangements which have
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widespread applicability between jurisdictions and/or which offer common insights
should be assessed.

While the case-study approach has been accepted by our investors, it is nonetheless
valuable to be clear on the rationale for using case studies. In doing so, we can come to
understand both the strengths and limitations of such an approach, and how such an
approach can underpin recommendations for future policies and frameworks to
stimulate appropriate levels of adaptation.

It is estimated that the majority of all peer reviewed articles published in political science
journals embrace the use of case studies [Flyvbjerg 2011]. Indeed, case study research
has provided insights into the empirical world that otherwise would not be as well
understood. For the disciplines of sociology, anthropology, economics, political science,
management, geography, psychology, medical science and many others, case studies
are a fundamental element of revealing the nature of relationships, phenomena and
cause and effect. Case studies are particularly powerful where the issues being
examined are highly complex.

One way of understanding the nature and strength of case studies is by dealing with the
misperceptions about them; misperceptions often perpetuated by advocates of
traditional reductionist science. Flyvbjerg (2011; 2006) describes these misperceptions
as:

1. General, theoretical knowledge is more valuable than concrete, practical
knowledge.

2. One cannot generalize on the basis of an individual case and, therefore, the case
study cannot contribute to scientific development.

3. The case study is most useful for generating hypotheses, whereas other
methods are more suitable for hypotheses testing and theory building.

4. The case study contains a bias toward verification, i.e., a tendency to confirm the
researcher’s preconceived notions.

5. lItis often difficult to summarize and develop general propositions and theories on
the basis of specific case studies.

Each of these misperceptions has been comprehensively dismissed in the extensive
literature on expert knowledge, which the authors shall not go into in detail here suffice
to say that there are many legitimate forms of knowledge beyond scientific knowledge
upon which well-reasoned decisions can be based (see, for example, Collins 2001). In
the context of facilitating adaptation, which is often a process involving trial and error in
practice, these other forms of knowledge cannot be dismissed; indeed, they will be
applied by practitioners either in ways complementary to scientific knowledge or
irrespective of it.

Common to most of the misperceptions is the notion of subjective interpretation.
Meaning from case studies reflects interpretation from observation (Gieryn 1999), and
this interpretation is derived from the interpreters’ personal experience (Spradley 1990).
To counter-balance subjective interpretation, it is important to verify conclusions against
theory and other findings in the literature.
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Flyvbjerg (2011) argues that the best case studies are not necessarily those that
provide the most data, but rather those that reveal an interesting, unusual or particularly
insightful set of circumstances. Moreover, he suggests that case study selection that is
based on representativeness will seldom be able to produce these kinds of insights, and
so selection is better based on information-oriented sampling, as opposed to random
sampling. This, of course, exposes the selection process to criticism on the grounds of
subjectivity and bias. To counter this to the extent possible, as well as to ensure that the
project remains relevant to the policy development process, an independent steering
committee will be involved in advising on case study selection. This committee
comprises:

e The Hon. Justice Brian J. Preston (Chief Judge, Land and Environment Court of New
South Wales)

e Professor Katy Auty (Commissioner for Environmental Sustainability, State of
Victoria)

e Mr David Papps (Chief Executive, Department of the Environment, Climate Change,
Energy and Water (ACT))

e Ms Claire Thomas (Formerly; Director, Competition, Regulation and Economic
Strategy, Economic and Financial Policy Division, Victorian Department of Treasury
and Finance, Director of Policy, Business Council of Australia)

e Dr. Subho Banerjee (Director, Department of Climate Change and Energy Efficiency)

Basis for case study selection: The policy and institutional arrangement matrix

Both the climate change adaptation and the policy literature are rich with forms of
categorisation of concepts relevant to each. Only on a few occasions do these come
together to explore how various categories of policy instruments, for example, relate to
various categories of desired climate adaptation response. Here, examples of policy
instruments might include both existing as well as new and modified governance
modes and mechanisms, such as: formal policy processes, statutory and legislative
settings, formal and informal organisational arrangements and administrative
procedures, markets and market-based instruments, information management, and
legitimacy and influence over the roles of civil society and industry stakeholders
(Garnaut 2008; Pittock 2011; Agrawala et al 2007; Butzengeiger-Geyer et al 2011,
Dovers and Hezri 2010; Dovers 2009). Examples of adaptation responses might include
adaptation of standards, institutions, investments and domestic, agricultural and
industrial practices (Hallegatte et al 2011); incremental, transitional or transformational
adaptation (Nelson et al); and generic versus specific adaptation, spontaneous versus
planned adaptation and positive versus negative adaptation (Preston and Stafford-
Smith 2009). Combining such categories into a matrix that quickly reveals the
relationship between policy stimulus and intended areas of response can provide the
basis for the selection of case studies to explore areas that reveal insights of interest to
a project such as this.

Drawing from this literature, the project team has devised a Policy and Institutional
Arrangement Matrix (Appendix 1) comprising, on the y axis, seven policy mechanisms,
and on the x axis, five attributes of these mechanisms. The policy mechanisms are
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largely the instruments of government that can be employed to stimulate increased
adaptation to climate change across the community. The ‘attributes’ on the x-axis
essentially act as descriptors of each policy mechanism (i.e. factors that differentiate
one form of mechanism from another).

In summary, our list of policy and institutional arrangement mechanisms in the matrix (y
axis) include the following:

1. Intergovernmental functions: These are formal agreements between
governments to work towards specified objectives. The Council of Australian
Governments, comprising the heads of the Federal and all State and Territory
Governments, represents the pinnacle of such frameworks. At the issue level,
agreements and frameworks include the Murray Darling Basin Agreement, National
Water Initiative, and the National Competition Policy among others. Usually these
agreements and frameworks are underpinned by legislation and supporting
institutions.

2. Intra-governmental functions: These are initiatives within a tier of government,
either Federal or State, which imposes a common platform of accountability, such as
reporting on sustainability or social inclusion, or promotes or requires cross agency
cooperation in dealing with a particular issue. The joint administration of the Natural
Heritage Trust and Caring for our Country initiatives between SEWPAC and DAFF is
an example of this.

3. Regulation by prescription: These are mandatory (legal) requirements that must
be met under specific laws/legislation. They are the primary instrument of
government agencies to achieve agency objectives.

4. Planning processes: These are strategic and administrative procedures and
modus operandi by which agencies prescribe and authorize desired action in
anticipation that such actions will provide public benefit or avoid public disbenefits.

5. Funding functions: These are incentive programs or investment initiatives that
provide subsidies or co-investment as a means of stimulating the uptake of particular
actions.

6. Information and analysis functions: These are publicly funded initiatives aimed
at enhancing the understanding of phenomena (basic research) and how to deal with
these (applied research) and at enhancing stakeholder understanding of the
consequences of phenomena and the means of responding (education and
awareness).

7. Market arrangements: These are instruments of government that influence the
way in which industry actors behave in various markets. Examples include water
trading and trade policy.

While there are relationships between these different domains, and so their demarcation
is not black and white, the order of the domains essentially represents a spectrum of
stimuli moving from those that are more centrally controlled to those that are more
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devolved. It should be noted that beyond these mechanisms are the mechanisms of
industry, such as self-regulation, and civil society, and community-based education
initiatives. These are very important mechanisms as they demonstrate some level of
commitment to shared responsibility (Newell 2008).

On the x axis of our policy and institutional arrangements matrix, the list of attributes
includes the following:

A. Jurisdictional scope: This attribute specifies the geographic (national, State,
basin, region, shire) and geo-political (Federal, State or Local Government) coverage
over which the mechanism operates.

B. Threat: This attribute specifies whether the mechanism is aimed at a particular
ecological (flood, fire, sweater rise etc) or human induced (population pressure)
threat or whether it is more comprehensive.

C: Sector: This attribute specifies the policy and administrative portfolio domain of
each mechanism. The portfolios include, for example, environment, health, planning
and infrastructure, trade and so forth.

D: Legal basis: This attribute indicates the source from which each mechanism
derives its existence and authority, such as executive power, judicial power,
legislation, contractive power, competence, or obligation.

E. Nature: Formulation of strategy, of policy, of plans, of programmes, of standards,
of rules, of processes, of incentives, of databases, of advice, of recommendations or
research.

Case Study Selection

The research team has selected seven studies based on the information provided in the
Policy and Institutional Arrangement Matrix. In doing so, we aim to balance scientific,
socio-political and pragmatic concerns. For example, our selection ensures that as a
whole, the case studies cross a spectrum of desired adaptation responses aimed at
different climate change phenomenon (scientific concern) and across a spectrum of
targeted respondents as differentiated by their jurisdictional realm or financial capacity
to respond (socio-political concern). Importantly, the case studies were required to be
researchable (available information, willing participants etc) and feasible within the
available budget and timeframe (pragmatic concern).

With several domains in mind, the team selected four case studies from the policy
mechanisms and three from attributes crossing all policy mechanisms. The four policy
mechanism cases studies enable the project to gain a deep understanding of how
different mechanisms stimulate adaptation responses differently. By choosing three
‘attribute’ case studies, the project can also reveal if and how different policy
instruments complement one another in eliciting adaptation. All the case studies, and
not just the attribute case studies, aim to incorporate some level of integrative analysis;
that is, even in the specific ‘mechanism’ case studies the relevant researchers seek to
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reveal relationships and dependencies between the mechanism in question and other
mechanisms.

Also, bearing in mind that the results of this project will be used as one input into the
revitalisation of a national climate change adaptation framework, the project team
recommends that the seven case studies be those likely to contribute the most to such
a prospect. For this reason, the research team sees considerable merit in pursuing four
mechanism-based case studies dealing with the scale of a national framework, with the
fundamental role of planning in ensuring the right adaptation occurs in the right place,
with the inter-relationship between knowledge and awareness, and with market
arrangements that complement government efforts . Reflecting this, we recommend
case studies to deal with Mechanism 1 (Intergovernmental function), Mechanism 4
(Planning processes), Mechanism 7 (Information and analysis function), and
Mechanism 7 (Market arrangements). Moreover, and as indicated above, given that
many mechanisms can be seen to act concurrently or collectively to enhance or impede
adaptation at the local level, the research team included three attribute-based case
studies; at the regional level (Attribute A), the sector level ( Attribute B) and the threat
level (Attribute C). In supporting these recommendations, Table A.1 summarises the
relationship between the proposed case studies.

Table A.1: Relationship of case studies

Attribute A. B. ©. D. E.
Juris- Sector Threat = Nature | Basis of
. dictional power
Mechanism scope
- Case study 1 Case study 1
1. Inter-governmental function (NWC/NCC) (NWC/NCC)
. Q
2. Intra-governmental function & 2
@D
. i 2 g2 o
3. Regulation by prescription g8 g 2
(S} (o2} %3
: ) Case study 2 k) = Case study 2
4. Planning processes & | (Planningregs) | I 5 (Planning regs)
o <8} —~
5. Funding function < = g
: : g s g
6. Information and analysis 2 Cf’(‘sEenZt%‘;y g Case study 3
function 2 ) g (Energy, water)
7. Supporting market Case study 4 Case study 4
arrangements (Finance) (Finance)
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DESCRIPTION OF EACH CASE STUDY
Case Study 1: National and inter-governmental frameworks
Aim:
¢ to explore the role and potential of national framework policies, not or not directly

specific to climate adaptation, both Commonwealth-driven and intergovernmental
(typically via COAG), in initiating, enabling and coordinating adaptation options.

This case study should focus on an analysis of the National Water Initiative (NWI), the
National Competition Policy (NCP), the Resource Assessment Commission (RAC) and
the National Strategy for Disaster Resilience (NSDR) and the National Strategy for
Ecologically Sustainable Development (NSESD). These included many of the partners
that would be involved in a national adaptation framework. Moreover, it has been
recently evaluated, including through a public submission process, and so there is a
wealth of contemporary material available to support the analysis of a case study.
Finally, all the Cis and the SRA have extensive knowledge and expertise in the
implementation (and strengths and weaknesses) of these policies.

Case Study 2: Planning processes and strategic decision-making
Aim:
e to assess the potential of existing urban planning regimes to enable or require
human decision-making to respond to the challenges of a changing climate,

specifically the use of strategic environmental assessment and other procedural
mechanisms.

This case study should focus on the efficacy of planning processes at the State/local
government level, including evaluation of the processes for strategic decision-making,
and the adequacy of funding regimes to effectively implement climate change
adaptation policies and programs. . Part 1 of the paper dissects the statutory
requirements in NSW relating to processes and procedures, such as the use of strategic
planning. This involves analysis of not only the statutory object but also analysis of the
triggers/thresholds, capacities and targets of strategic planning and whether these are
adequate.

Part 2 analyses the ‘enabling’ factors in strategic planning, such as the institutional
settings and organisational structures for planning regimes, which are the ‘soft’ side of
planning, but ultimately determine how vigorously and rigorously a government can/will
act in scrutinising its own policies and proposals, because the institutional settings
dictate who has the independence, authority and necessary skills to undertake an
independent assessment for decision-making.
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Case Study 3: Information and analysis in the relationships between energy and
water
Aim:

e To explore the feasibility of combining regulatory measures (for example, regulatory
arrangements which require energy suppliers and developers to account for water
withdrawal and consumption in development proposals), and knowledge and
awareness measures to highlight the oft-misunderstood links between the energy
and water sectors and enhance the adaptive capacity of the energy sector to likely
changes in water availability.

The energy sector is an important ‘user’ of water, accounting for 7% of national use,
(1794 GL) (SEWPAC 2006), in the extraction, generation, supply and distribution of
energy for many and varied uses (including electricity generation). This case study
explores the relationship between climate, energy and water policy, specifically the
need for the energy sector to adapt to increased variability in water availability and the
possibility for maladaptation. The project assesses both conflicting and synergistic water
use impacts of measures in the carbon abatement curve and then recommends
appropriate cross-sectoral statutory and other institutional governance measures that
aid both climate change mitigation and adaptation.

Case Study 4: Market mechanisms and industry policy: The financial market
Aim:
¢ To explore the role of private finance in supporting climate adaptation efforts.

The private sector is already an important source of climate finance. The major focus of
the private sector to date has been on supporting mitigation activities but there is
evidence that there is an emerging market for raising new finance from the private
sector for adaptation. Recent signals from large institutional investors suggest that
further capital could be raised specifically for adaptation activities, provided the right
investment products are available. There are various ways in which private finance can
support adaptation. Debt, in particular, can be used as an enabling instrument for both
publicly and privately initiated adaptation, including direct project lending and credit lines
to local finance institutions; the use of superannuation funds for investment projects is
another. The focus of this paper will be on identifying (i) institutional or regulatory
barriers to the use of private finance for climate adaptation projects and (ii) incentives
the Australian government could introduce to encourage greater flow of private sector
finance to climate adaptation strategies or projects.
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Case Study 5: Interactions between policy mechanisms in a particular
jurisdictional setting (Region)
Aim:
e To shed light on how different policy mechanisms interact with each other within a
single jurisdictional setting.

Unlike the first three case studies which explore particular, individual mechanisms and
institutional arrangements, this case study will focus on the cumulative impact of the
range of adaptation policy and institutional measures in an urban location and will focus
specifically on an ‘attribute’ (i.e. spatial/jurisdiction). The particular jurisdiction was
identified upon completion of the first three case studies, We have used the Climate
Change Adaptation Strategy of the City of Melbourne was chosen, given the strategy’s
relatively high profile and comprehensive approach to adaptation. The case study also
deals with the issue of how climate change adaptation policies and/or actions are
largely framed within a risk management lens, potentially limiting the way they can deal
with longer-term issues of capacity building and resilience.

Case Study 6: Interactions between policy mechanisms in a particular sectoral
setting (Sector)
Aim:

e To explore the efficacy and transferability of the adaptation approaches taken within

the primary industries sector either as a stand-alone sectoral policy approach or as
part of a broader national policy framework.

This case study complements the first case study in that it will identify key policy design
features, institutional factors, resourcing issues, etc that are relevant at an institutional
level that from (i) design perspective is potentially at least one level of control and
management beyond a centralised a national policy approach, but still linked to one,
and (ii) an implementation perspective potentially links national goals and targets to on-
ground adaptation responses through alignment to industry intermediaries and
collective and individual decision-makers.

Case Study 7: Shared responsibility and the role of the Commonwealth (Threat)
Aim:
e To explore flooding from the perspective of government function to determine the
current policies and institutional arrangements in place to address flooding and the

types of reforms that would be required to reduce Australia’s vulnerability to flooding
in the future.

This case study analyses the findings of four major flood reviews conducted in 2010-
2011 to identify the key roles and responsibilities of the state and federal governments
in achieving the recommendations put forward in those reviews. The emphasis of this
paper is on identifying the drivers and barriers to more proactive prevention approaches
to flood management.
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APPROACH TO THE ANALYSIS OF THE CASE STUDIES

To be effective, any policy regime dealing with adaptation needs to be measured by the
extent to which adaptive capacity is built; by the extent to which adaptation occurs as
the ultimate evidence of success and as a fundamental intermediate step. In dealing
with the intermediate step, the research team will apply a framework assessing the
extent to which the following four characteristics of effective adaptive capacity (and
resilience, after Cork et al 2011) are evident:

1. Clarity of purpose

2. Diversity

3. Connectivity

4. Integration and feedback

These characteristics of adaptation are defined as follows:

Clarity of purpose: Requires clear definition and understanding of problems at a
system level so that we can address root causes and not just symptoms.

Diversity: Requires a diversity of ideas, skills and resources, a diversity of views,
innovation, flexibility in problem solving, and wide inclusion of stakeholders in a
purposeful and structured fashion.

Connectivity: Requires institutional (including community) networks that are not
susceptible to collapse due to one part failing; effective use of resources; community
ability to organise itself; appropriate leadership; spare capacity; and some duplication
of functions and overlapping of institutions.

Integration and feedback: Requires a holistic consideration of issues and realistic
consideration of scale, accounting for the full range of interactions between humans
and ecosystems. It also requires resources to monitor and to promote debate and
learning.

To understand the extent to which these characteristics are evident, the project team
have considered specific data in respect to the following (drawn from Dovers 2009,
Pittock 2009; Lin & Barton 2001):

1. What is the nature and reach of the approach? Is it generic (systemic) or
specific? What is its source of power and funding?

2. Is there explicit inclusion or scope for inclusion of climate adaptation in the
approach, and what are the relevant policy and decision-making responsibilities?

3. Does the approach focus across stages of an adaptation management or
resilience enhancing process (e.g. vulnerability assessment, adaptation planning,
advocacy and awareness raising, emergency planning, early warning, monitoring
etc)? How is it communicated?

4. |s there evidence that the approach has resulted in some level of adaptation to
the consequences of climate change either as sudden shocks (e.g. flooding,
cyclones, drought, erosion etc.) or as slower-onset changes (e.g. new risks to
health, food security, livelihoods, basic infrastructure and services etc)? Have the
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benefits been immediate? Have they been local and specific, or multiple and
diffuse?

5. What have been the supporting, impeding or conflicting factors affecting success
and have there been perverse or unexpected outcomes? Is there sufficiency of
resources, including human, informational and financial resources to implement
the existing arrangements? What are the information and knowledge gaps,
including missing stakeholder contributions?

6. What is the potential or otherwise for the approach to be incorporated into a
national adaptation framework or to help shape such a framework?

Data will be derived from telephone and face to face interviews with those responsible
for relevant policy development, implementation and review based on the above criteria,
as well as from the literature including previous reviews the case study stakeholders
have been involved in.

CONCLUSION

Any climate change adaptation policy response is challenged by many factors, among
the more significant being the capacity of those who are required to adapt to do so
within an environment of complexity (difficult, unclear or conflicting messages about the
adaptation options and even about the need for adaptation) and uncertainty (uncertain
climate forecasts and timeframes, uncertain markets and uncertain risks and rewards).

It is for this reason that the case studies outlined in this paper, grounded in reality and
revealing the strengths and weaknesses of past and present practice, are imperative for
a comprehensive and robust methodology. By utilizing a mix of case studies that
analyse specific policy and institutional mechanisms and the intersections between
them, the project aims in its synthesis to provide a rigorous platform upon which to build
future adaptation policy frameworks.

This project is based on the premise that bringing clarity to the policy environment,
possibly through the form of a national climate adaptation strategy, will best position
Australia to alleviate existing barriers to adaptation and respond effectively to future
challenges of adaptation made more difficult by their inherent complexity and
uncertainty.

Statutory Frameworks, Institutions and Policies for Climate Adaptation 119



References

Agrawala, S. and Fankhauser, S.(eds.) 2007. Economic Aspects of Adaption to Climate
Change: Costs, Benefits and Policy Instruments. Paris, OECD.

Berrang-Ford, L., Ford, J.D. and Paterson, J. 2011. Are we adapting to climate change? Global
Environmental Change. 21: 25-33.

Butzengeiger, S., Michaelowa, A., Kdhler, M. and Stadelmann, M. 2011. Policy instruments for
climate change adaptation - lessons from mitigation and preconditions for introduction of
market mechanisms for adaptation. Colorado Conference on Earth System Governance:
Crossing Boundaries and Building Bridges, 17-20 May 2011, Colorado State University.

Collins, H.M. 2011 Tacit Knowledge, Trust and the Q of Sapphire. Social Studies of Science.
31(1): 71-85 31.

Commonwealth of Australia. 2010. Adapting to Climate Change: An Australian Government
Position Paper. Department of Climate Change, Canberra

Cork, S., Price, R., and Connell, D. Capacity to Adaptively Manage under Climate Variability,
Murray Darling Basin Authority, 2011

Council of Australian Governments. 2007. National climate change adaptation framework.
Canberra, COAG Secretariat.

Department of Sustainability, Environment, Water, Population and Communities, State of the
Environment Indicator HS-41:Water consumption by sector, 2006.

Dovers, S. 2006. Precautionary policy assessment for sustainability. In: Fisher, E., Jones, J. and
von Schomberg, R. (eds). The precautionary principle and public policy decision making.
pp88-109. Cheltenham: Edward Elgar.

Dovers, S. 2009. Normalizing adaptation. Glob Environ Change. 19:4-6.

Dovers, S. and Hezri, R. 2010. Institutions and policy processes: the means to the ends of
adaptation. WIREs: Clim. Change. 1: 212-231.

Eburn, M. and Dovers, S. 2011, Governments and emergency response, Bushfire CRC & AFAC
2011 Conference Science Day, ed. R.P. Thornton, Bushfire CRC, Melbourne, Victoria, pp.
1-9.

European Climate Foundation. 2011. The Emissions Gap Report. Are the Copenhagen Accord
pledges sulfficient to limit global warming to 2° C or 1.5° C?, ECF Report. Amsterdam.

Flyvbjerg, B. 2011. Case Study. in Norman K. Denzin and Yvonna S. Lincoln, eds., The Sage
Handbook of Qualitative Research, 4th Edition. Thousand Oaks, CA: Sage, pp. 301-316.

Flyvbjerg, B. 2006. Five Misunderstandings About Case Study Research. Qualitative Inquiry,
12(2), April, pp. 219-245.

Garnaut, R. 2011. The Garnaut Climate Change Review - Update 2011. Canberra,
Commonwealth of Australia.

Garnaut, R. 2008. The Garnaut Climate Change Review. Melbourne Cambridge University
Press.

Giddens, A. 2009. The Politics of Climate Change. Cambridge, Polity.

Gieryn, T.F. 1999. Boundaries of science. In Handbook of science and technology studies. Eds
S Jasanoff, G Markle, C Peterson, T Pinch. Thousand Oaks, CA, Sage, pp. 393—-443.

120 Statutory Frameworks, Institutions and Policies for Climate Adaptation



Hallegatte, S., Lecocq, F. and de Perthuis, C., 2011. Designing Climate Change Adaptation
Policies. An Economic Framework. Policy Research Working Paper Series, W. Bank (ed),
5568. World Bank, Washington D.C.

Hatfield-Dodds, S. (in press), Adaptive Governance: An introduction, and implications for public
policy. — accepted subject to revisions for Global Environmental Change: Human and
Policy Dimensions.

Hussey, K. and Dovers, S. (eds). 2007. Managing water for Australia: the social and institutional
challenges. Melbourne: CSIRO Publishing.

Li, G. and Dovers, S. 2009. Climate change and human settlements: methodology, case
studies, and issues arising. 4" State of Australian Cities Conference, Perth, 25-27
November. ISBN 186308 156 9.

Marsden, S. and Ashe, J. 2006. Strategic environmental assessment legislation in Australian
states and territories. Australasian Journal of Environmental Management. 13: 205-215.

Metz, B., Davidson, O., Bosch, P., Dave, R. and Meyer, L. (eds). 2007. Climate Change 2007:
Mitigation. Contribution of Working Group Ill to the Fourth Assessment Report of the
Intergovernmental Panel on Climate Change, Cambridge, Cambridge University Press.

McLennan, B. and Handmer, J. 2011. Framing challenges for sharing responsibility A report of
the Sharing Responsibility project. Melbourne, RMIT.

Nelson, R., Byron, N. and Stafford-Smith, M. 2011. Towards economic and policy analysis of
adaptation to climate change. Canberra, Crawford Scool, Australian National University.

Newell, P. 2008. Civil Society, Corporate Accountability and the Politics of Climate Change.
Global Environmental Politics, 8(3): 122-53.

Pittock, J. 2009. Lessons for climate change adaptation from better management of rivers.
Climate and Development 1(3): 194-211.

Pittock, J. 2011. National climate change policies and sustainable water management: conflicts
and synergies. Ecology and Society 16(2): 25. [online] URL:
http://www.ecologyandsociety.org/vol16/iss2/art25/.

Pittock, J. and Connell, D. 2010. Australia demonstrates the planet’s future: water and climate in
the Murray-Darling Basin. International Journal of Water Resources Development 26, 561
— 578

Preston, B.L. and Stafford-Smith, M. 2009. Framing vulnerability and adaptive capacity
assessment: Discussion paper. CSIRO Climate Adaptation Flagship Working paper No. 2.
http://www.csiro.au/org/ClimateAdaptationFlagship.html.

Smith, J.B., Vogel, J., Cruce, T., Seidel, S. and Holsinger, H. 2010. Adapting to Climate
Change: A Call for Federal Leadership. Arlington, VA, Pew Centre on Global Climate
Change.

Spradley, J.P. 1990. Ethnography and culture. In Conformity and conflict: readings in cultural
anthropology. 7th edn. (Eds JP Spradley, DW McCurdy) pp. 341-351.New York, Harper
Collins.

Statutory Frameworks, Institutions and Policies for Climate Adaptation 121



uoneldepy a1ewi|d 1o} SaI0I[04 pue suonNisu| ‘sylomaweld Aloinels  zzT

uone|siba|
Juswieds pue saseqelep ‘SaAluadUI J3TeM JUSWIUOIIAUD ansusLaidwo el abueyd arew|o
a ‘sassaoold ‘sawwelboid — JUSWIUIBA0D Isuay o) S 0] JueAsjal  suswpedag evIS
‘sueld ‘Ao1jod ‘ABarens
pus s358qbI “esAsou JewLoIAUS SaB1ns WIors ejie) fouarous3
wawnredag ‘sassao0ud ‘sawwesfoid - EmEEu>oo pasealoap _b___nm.__g [e907] 9IS [elopad Abisu3 pue sbueyd  srewnd
Jo  uswuedag yireamuowiwiod

‘sue|d ‘Ao1jod ‘ABarens

pasealoul ‘asll [9AS] ©aS

suolouny eluswulanoh-enul g

ainels arels

uone|siba| pue
sassaoo0.d ‘sueld ‘Aolj0d

[ed0] - JUsWUISA0D)

anisuayaidwo)

|ed07 pue alels

Buipuny
pue salniels Juawulanoh [edo| alels

luswuoldinus

swialsAs poddns sy

wawdojanaq s|qeureisng

Aaljod sassao0.d pue sue|d pue sassaosoid [ea160j02s [euoneN
- JUBWIUIBAOD) ‘Kus1onip eobojoig Alreoibojoog o) ABerens [euoneN
juswaalby o 1arep
rEusLIUIsABIE| S9|NJ pue spiepuels JUBWUISA0D-JO-9|0YM aIMONIISELUI 0] SS80Y [euoneN Ad1104 uonnadwo) reuoneN

Apog Bunum 9v0D

saseqelep
pue sa|ni ‘spiepuels

alnjonnsesul
- JUBWIUIBA0D

auoz
au0[0ko ‘seale alysng

91e)1s ‘[euoneN

pJeog sapo) Buip|ing uelensny

Juswaalby
[ejuswiuIanobiau|

suolepUAWIWO093]
pue aoiApe ‘sawwelbold

JUBWUOIIAUD
‘191em — JUsWUIan09

Ajjigerren paseasoul
‘|rejurel pasealdsq

leuoibay ‘areirs

JuswaalIby

feuaisiully  uiseg a1k ayel

(ynmd) 2002
10V Ja1e W\ - uone|siba]

suonepusWW09al
pue sawwreiboid ‘sueld

JuswiuoJInua
‘1ayem — JUsWUIaN0D)

Buipooyy pue
sybnolp alow — Aljigerren
arew|o pasealoul
‘Arenb pue Ajoreas Jarepn

[euoifay ‘arels ‘feuoneN

Auoyiny uiseg Buieg-Aeuniy

uone|siba)
pue uonepusWWoIal

Jarempunolb pue adeyns
01 yoeolidde pajosuuodsip

uawaalb USWIUOIAUD
_EcwEEgo%\wE_ ‘saseqelep ‘saAluadul __Emws _ EmEEw>oo ‘Ajige|rene ainny feuoneN 9AIeNIuU| JBJeAA [euolleN
‘sassao0.d ‘sawwesbold ul sabueyd ‘swalsAs Jarem
‘sueld ‘Aoijod ‘ABerens PasnJIaA0 ‘paledo|e-1an0
pue mmwmmwm_w_@wwzémoc_ Abuau3 ‘abueyd
Aoyiny Aloinyels 5559901d ‘soweiBold. JUBLIUIBA0D-JO-8]0YM EMEw_W_ mw.”h%m.wwm [euonen SIUBWUIBA0S) UelfelISny JO |Iouno)d
‘sue|d ‘Ao1jod ‘ABarens ISesid Isiem
suollounyj _.mucmc‘_c‘_®>omhwuc_ T
wisiueyasin
adoos ey

Jamod jo siseg ‘3

uolounj Jo ainyeN ‘'d

101938 D

feaiyl ‘g

[euonalpsuNC "y

aINguNY

(aansneyxas j0u ‘ssaiboid ul Mdom) uoneidepe abueyd ajewi|d Jo adueUIBA0H 10} aoueliodwi Jo siuswabuelre [euonnnsul pue Aorjod Jolfew Buimoys

X111e|A Juswiabueaay [euonninsuj pue Asijod :(4aded spoylsiN) v Xipuaddy




©2T uoneidepy arewlD 10} SaI01j0d pue suonniisu| ‘sylomawreld Aloniels

Buioud
suonepUBWILLIODD) Ja1em L
suonejnbal arels DUE B0IADY ABIAUS — JUBLULIBAOS >9.mcw ainjonselu| ale1s salnn arels Jo uone|nbal Jlwouoo]
abueyd arewin D
alnjonnselu|
JUBWIUOIIAUD ‘asli ainfesadwal suole|nbal
suone|nbal a1e1s sa|ny . ; LIS
- JUBWUIBA0D Aljigelrea ‘sabins uoinonpal asnoyuaalb Qlels
wJols ‘abueyd arewi|D
1002 Aisuaul >m‘_wcm_ asealoul 1oV Buiioday
1oy Bunioday Abisug saseqerep pue sajny JUBWIUIBAO0D) suoissiwg ‘suonebijgo jeuonen A6 n |
pue asnoyuaais) [euonen Buniodal reuoneusaiu) 18Uz pue  3Snoyussly  [euoleN
ainjonaselul

suone|nbai arels

SpJepuels pue Sasss20.d

‘alnynoube ‘Buiuiw
‘Buiuue|d — JuswuIdA0D

anisuayaidwo)d

[e007] ‘Brels ‘[euoneN

Sljuswissasse uo.mQE_ [eluswiuolinug

JuswiuodInuD

(S34S) awayos AbBiau3 ajgemausy

uonenbal yleamuowwo) sawwelfold JUBWILIBA0D abueyd arewn|d [euoneN M%MM.W__GEM_%W\_“%% W_A ._.M_W_HWome“M ..__.
suone|nbai arels S3|NJ pue splepuels 1a1em - JUsWUIBA0D . b__@___w_unm_ww\% ,%hﬂ,wo_u_ [edo| ‘a1e1s S9oUBUIPIO JBTRAN
suone|nbal arers S9|NJ pue splepuels _@c_cc%m:ﬁmwmwsgoo anIsuayaIdwo) [edso| ‘are1s suone|nbal asn pue
suone|nbal arers S9|NJ pue splepuels aimonnse.u! anisuayaidwo) [eo0] ‘are1s suone|nbai Buipjing pue Buiuueld

‘Buiuued — JuswuIdA0D

uonduosald Aq uone|nbay ‘g

slaplo anensIuIwpy sauwelboud Buiuue|d uawidojanap aimonnsequ] ‘Aljigeen a1e1s ‘leuoneN SoAtEnIUl
: o pue sue(d ‘Aaijod ‘ABarens [euolfal — JUBWUIBA0D) ) nqet euol wawdojanap [euoibal ale1s
866T 10 JusUIabEUE) suofEpusUILLegal Jayem ‘JuswuoliAuL Alrenb pue Aljigejrene . . sawsabuelre
Juswiyores Jarem PUE S21ADE — JUSWILIAN0D) 1ore ‘AujigeLeA [euoIba1 “[e20T "V uswafeue uswiyore o
AsupAs - uone|siba ‘sg|nl ‘splepuels ‘sueld A ) W } Uored S
uoneuIplood arels mw,ﬂmww _wmmﬁfmﬂww_ummww JUSWUISA0D-J0-8|0YM anIsusyaidwo)d a1e1s SHomaurel
U ‘sueyd “fojod “ABarens : juswabeuey  Aousblowgz  o1eIS
suolfepuswiWodal pue
uoneuIplood are1s 92IApR ‘S3|NJ ‘spiepuels JUBWIUIBA0D-J0-3]0UM anisuayaidwo) are1s Sylomawel) Juswabeury ysiY a1e1S
‘sue|d ‘Ao1jod ‘AbBarens
uoneuIplood arels SuolEpUauILiosal JUBWUISA0D-JO-8|0YM anIsusyaidwo)d are1s SHoMaUIEL
e pue sueid ‘Aaljod 1oy Isusy uoneidepy abuey)d arewlD oIS
suoiepusWIWOdal pue . m:_:_:u_am Ajigerrep S[19UN0d
uoneuIplood arels ) ) Jalem JUSWUOIIAUS . . arel1s
92IApE ‘S3|NJ ‘splepuels Ausianipolg ‘sso| rengeH uoleUIPIO0D  UONBAIBSUOD  3lels
— JUBWIUIBNA0D
q wisiueyodsin
Jamod Jo siseg '3 uonouny Jo ainyeN ‘a 10108S "D Jealyl ‘g 9d09s

feuonaipsung 'y

aINqLNY




uoneldepy a1ewi|d 1o} SaIDI04 pue SUuonNisu| ‘sylomaweld Aloinels  zT

yalessal Juswabeuew

uone|nbay yoseasal pue saseqereq erep ‘Buliojuow ) w@mw__wmmmw\”c_ [euonen ABojoioa1a\ Jo neaing
:Aouabe 1uswuianos u 15
suonepuaWwWwolal _ Burond
uone|nbay pUE 30IADY yoJseasal — JUsWUIBN09 Uogues - aBUBYD aTeWIID [euonen uoISSIWWOD |rewl|D
suolepuUBWIWO09d) suopesiueb.o Alj1oe4 youeasay

yaleasal - JUsWuIan0o9

pue yoreasay

yaleasal — JUsWUIBaN0D)

anisuayaidwo)

Auunwwod ‘uswuianob
[e20] ‘leuoireN

uoneidepy abueyD arewnd jeuonen

suonounyj w_m>_mcm pue uolew.ioju| ‘9
A SaAUBIU| Anoas pue Aouaiolye welboid
21j10d JUBWIUIBA0D) A [euonen
pue sswwelbold ABisus ‘suoissiwg sbuiping usai9 lo} syealg xe]
33004 Awouooa paurensuod
ureiBo1g Eusunmedag SBANUBU| 1UBWUIBA0D LOGIED ‘SUOISSILIT feuoneN welbold ABojouyda] ues|d
(0TOZ Areniged
\A .
alj0d SaAuadU| UBWUIBA0D suoissiwg 9Jels [euolieN paso|D) weibold UOReNSU| SWOH
_ (eToz aunt jo
Aoljod SaANUAdU| UBWUIBA0D suolssiwg 91e1S ‘[euoieN se Paso|D) S1eqay 1STBM 10H S80S
3300a SBAIUBdUI Awouoine ..
weibolg Evewedsq pUE SeLIWRIBOIY JUBWIUIBA0D Kousiond ABIoUS [euoiBbay‘¢ reuoneN weiboid ABiau3 snousabipu| sjoway
991ADE asealoul 991id ABisug suoneziueblo
3300d IAp JUSWUIBA0D ‘Aouaioiye ABlaua swooul Ajunwwod ‘quawulanob welbold sanunwwo) uogied Mo

weibold euswyedag

‘sannuadul ‘swwelbold

mo7 ‘Aousioiye Abisug

[e207 ‘[euoneN

suonouny Buipun4 ‘g

juswdojanap

uoisoJa ‘abueyd

suoie|nbal arers Aoljod ‘Buluueid — UBILLIBACS asn mcm_ ‘ainoniselul arels syiomawrel) Buluueld auoz [eiseo)
oSl [9A8] BaS

juswdojanap (ennreniul puejsuasan 1se3 yinos
suone|nbal arels Aaijod pue Abarens ‘BuiuLe|d — JUBLILIBADS) anlIsuayaidwo) alel1s ‘) sonmemul  [euoiBas  ouoads
uonnjjod ‘Ausianipoiq suawabuelre

suone|nbal arels sawwelbouid pue a2iApy abueyd arewn D alel1s
— JUBWUIBA0D uonoalold  [eluBwWUONIAUT  BlelS
suoie|nbal arey s9|nJ pue sue 1UBWUIBA0 aAIsusyaidwo ©o0| ‘a1e) sluswabueLe
he| S N4 p Id ) Isusy o) [e20] S JUSWUIBA0S) (€00 oIS
s9ssad0.4d Buluue|d ¢
q wisiueyodsin

Jamod Jo siseg '3 uonouny Jo ainyeN ‘a 10108S "D Jealyl ‘g 9d09s

feuonaipsung 'y

aINqLNY




GZT uoneidepy arewi|D I0} Sa1olj0d pue suonniisu| ‘sylomawel Aloinmels

19y/ew palenba SuonEpUSLILIOIS. 1JUBWUIBA0 SuoIssis reuone sawwrelbold 19s.
A parEINbay pue sa|n. ‘sprepuels 9 - abueyo arewd [eUonEN 4o
19)Jew parenba SOSEqEIED sanjelado anisuayaidwo 2007 ‘91elS ‘feuone s)19yew poo
A parEInbay pue sa|nl ‘sprepuels -0) ‘JUBWIUIBN0D) Isusy 9 €201 S [euoneN A poo4
saseqerep 10108S alnonaselul

19)rew pajenbay

pue sa|ni ‘sprepuels

a1eAld ‘quawuIan0oD

‘Anjigqerren abueyo srewn|D

a1e)S ‘[euoneN

s1oyew ABiaug

19)1ew pareinbay

saseqelep
pue sajni ‘sprepuels

10]08s
areAld quawuIanog

Anjigelren abueyo ayewnd

91e)1s ‘[euoneN

SENTIENBEICEI

saseqelep

19)Jew parejnbay PUE S3|NJ ‘SpIEpUEIS [eloueulq SJUBA® awalxg [euoneN S1oyJew asueInsu|
S]uo Ewmc.m.:.m-uwxh.m_\/_ ')
yoseasal . _ uonnjjod
alnIsu| yoleasay PUE SUONEPUAWIWIODDY 09N ‘yoleasal — Areiua ] uogues — abueyd arew|d [euoneN 2YD BuIAI uogre) moT
uonelodiooul 1joud Joy yoseasal _ OSSN uonnjjod feUoneN aIIsul arewd 8yl
JON — @1N1ISuU| yoseasay pue suolepuawWwod9y yoseasal Juspuadapu] uogJed — abueyd arewnd : :
yoseasal pue _ uoneldepe
a1NIsu| yoleasay SUOIEPUBLILIOID] ‘BOIADY yoJeasal — JUSWUIBA0D) _ abeyo arewi|s [euoneN diysbe|4 uoneidepy arewid OdISO
yoreasal uoneidepe MIOMIBN Yyoleasay
uonenbay pue suonepuaWwwWolal yoJeasal — JUBWUIBNA0D 6 [euoneN
ABarens — abueyd arewin uoneydepy salsnpu| Arewud
wswaaibe Yoleasal yoreasal uonejdepe sallsnpu| Arewd 1oy Abarens
MHCwEC‘_w>O@¥®uc_ PUE SUOREPUSWLIODS] - Areal ‘JUBWIUIBA0D - mmc.mr_o arewl|dD [euoneN yaleasay mmr_.mso alewl|D 9yl
_ ‘aainpe ‘Abarens : : :
wsiueyoss
adoas ey

Jamod Jo siseg '3

uolnounj jo ainleN 'd

10108S "D

Tealyl ‘g

feuonaipsung 'y

aINqLNY




APPENDIX B: EXTENDED SUMMARIES OF CASE STUDIES
1-7

Appendix B presents extended summaries of the seven case studies, highlighting (i)
the rationale for and objectives of the case study (ii) the methodology employed (iii)
key conclusions and (iv) references used. These summaries contain all the
information necessary to demonstrate the breadth of work carried out, and to
substantiate the key findings of the project. Full details of the research and
conclusions from each of the seven case studies will be published in a forthcoming
book, authored by this project’s research team. Details about this book can be
obtained from the Principal Investigator, Dr Karen Hussey

The case studies summarised on the following pages are:

Title of case study Authors and affiliations

Dr Jamie Pittock, ANU
Dr Karen Hussey, ANU
Jules Livingstone, ANU

1 | The role and potential of national framework
policies to initiate, enable and/or coordinate
climate adaptation

2 | Australia’s planning regimes: do they support or
impede national adaptation planning and
practice?

Dr Karen Hussey, ANU
Prof. Douglas Fisher, QUT
Prof. Steve Dovers, ANU

3 | Information and analysis for climate adaptation:
uncertainty, conflict, coordination and the role of
the Commonwealth

Dr Karen Hussey, ANU

Dr Phillip Wallis, Monash
University

Dr Jamie Pittock, ANU

4 | Market mechanisms and
financial market

industry policy: the | Dr M Bowman, UNSW

5 | Regional/Local Cross-Mechanism Relationships:

The Case of the City of Melbourne Council

Dr Richard Price, ANU
Jules Livingstone, ANU

Dr  Hartmut
RMIT University

Funfgeld,

Do Australia’'s existing statutory frameworks,
associated institutions and policy processes
support or impede national adaptation planning
and practice: the case of primary industries

Dr Richard Price, ANU
Jules Livingstone, ANU

Climate change adaptation and floods

Caroline Wenger, ANU
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CASE STUDY 1

The role and potential of national framework policies to initiate,
enable and/or coordinate climate adaptation

Jamie Pittock (The Australian National University)
Karen Hussey (The Australian University)
Jules Livingstone (The Australian National University)

Introduction

The premise of this paper is that before the need to adapt becomes truly acute,
Australia must think about the appropriate role and responsibility of the federal
government in its efforts to adapt to climate change. Yet, identifying the appropriate
role for federal governments in climate adaptation is particularly complex because
the threats posed by climate change are many, varied, inter-connected and almost
inevitably uncertain in place, time and scale (IPCC 2001; 2007; 2012). The challenge
is further complicated by the shift in recent decades towards a ‘shared responsibility’
model in dealing with natural hazards, involving ever-increasing numbers of state
and non-state actors with varying degrees of responsibility and capacity (Giddens
2009; McLennan and Handmer 2011). Moreover, just as climate change impacts are
location-specific, so too must adaptation responses be tailored to local parameters:
there is no single one-size-fits-all tool which will be functionally applicable across all
sectors (Hussey et al. 2012). Yet we know from extensive experience with other
economy-wide issues in federal systems that a strategic, nationally-consistent policy
framework which embodies common values and objectives and which avoids
distortion is crucial to success (for example, in water reform, see: Hussey and
Dovers 2007; Pittock 2009).

Our objectives in this paper were two-fold. First, we explored the role and potential of
relevant, current, national framework policies in initiating, enabling and coordinating
adaptation options. The underlying assumption to this objective is that much of the
adaptation we must do in the future has been the focus of federal attention in the
past, for example, managing water scarcity. The key question here is: are our
existing institutions sufficient? We consider policies driven by the federal government
as well as intergovernmental agreements between the federal and state
governments (typically under the auspices of the Council of Australian Governments
(COAG)). The second objective is to analyse the strengths and weaknesses of
national frameworks as a policy tool, essentially to identify key policy design
features, institutional factors and resourcing issues that lead to more or less degrees
of impact. The objective is not to design a national adaptation policy per se, but to
understand how engagement by the federal government might best be pursued. The
key question here is: what makes a good national strategy? This may then inform the
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design of future sectoral policies, and/or of an adaptation-specific national policy
should one be considered necessary.

Analysis of the two objectives combined shed much needed light on (i) the
appropriateness and efficacy of existing national institutions in our attempts to adapt
to climate change and (ii) where reforms might be necessary.

Climate-relevant national frameworks and their capacity to initiate, enable
and/or coordinate adaptation options

We selected national policies over the last two decades for analysis that seek to
direct Commonwealth, state and other actors’ priorities, actions and investments, in
other words, they have ‘systemic’ intent to influence behaviours across a wide set of
actors and activities. These selected policies are those that are already reasonably
well-documented and analysed. Candidate policies considered for inclusion were the
Intergovernmental Agreement on the Environment; National Competition Policy; the
National Strategy for Disaster Resilience; the National Strategy on Ecologically
Sustainable Development; the National Water Initiative and the Resource
Assessment Commission. Other policies for which there is less detail available
include the (new) National Wildlife Corridors Plan, the National Reserve System and
disaster resilient cities. We chose to focus on policies based on their systematic
intent, available documentation, and divergent timing, form and outcomes.

In the first analysis three policies were selected that may already contribute to
climate change adaptation nationally. These policies are the: National Strategy for
Disaster Resilience (NSDR), the National Strategy on Ecologically Sustainable
Development (NSESD) and the National Water Initiative (NWI). Specific data was
sought on the following adaptive characteristics of these policies (drawn from Dovers
2009, Lin & Barton 2001):

° Evidence that the approach resulted in some level of adaptation to the
consequences of climate change either as sudden shocks (e.g. flooding,
typhoons, drought, erosion) or as slower-onset changes (e.g. new risks to
health, food security, livelihoods, basic infrastructure and services);

° Explicit inclusion of climate adaptation, or scope for inclusion, via statutory
objectives or regulatory guidelines;

o Existence of overlap, ambiguity, or contradictions in legislative requirements
Or processes;

° Focus across stages of an adaptation or resilience enhancing process (e.g.
vulnerability assessment, adaptation planning, advocacy and awareness
raising, emergency planning, early warning, monitoring);

° Generic (systemic) reach, rather than ad hoc or project specific, and related
issues concerning appropriate scale or scope of implementation and
regulatory arrangements;

° Applicability to relevant policy and decision-making responsibilities;
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° Sufficiency of resources, including human, informational and financial
resources to implement existing arrangements;

° Information and knowledge gaps, including missing stakeholder
contributions;

° Existence of incentive gaps and conflicts for private and public sector actors
that risk impeding adaptation, including shortfalls in accountability and
transparency arrangements, or perverse public revenue or funding linkages;

o Existence of conflicting strategic policy goals frameworks, which create
unintended outcomes;

o Potential or otherwise to be incorporated into a national adaptation
framework.

Discussion: Adaptive characteristics of policies

A comparison of adaptive characteristics across these three national framework
policies drawing on the assessment is shown in Table B.1.

Table B.1 Comparison of adaptive characteristics across selected national framework
policies

Characteristic National Policy
NSESD NSDR NWI
o Level of adaptive outcomes LOW LOW HIGH
e Explicit inclusion of climate change
adaptation
e Weaknesses in legislative requirements LOW LOW HIGH
Oor processes
e  Focus across stages of an adaptation HIGH HIGH
process
o  Degree of systemic reach HIGH
e  Applicability to decision-making LOW HIGH
responsibilities
e  Sufficiency of resources LOW LOW HIGH
e Information and knowledge gaps
e Incentive gaps and conflicts LOW LOW
e Conflicting strategic policy goals LOW LOW
° Potentlz_:ll to be incorporated into an HIGH HIGH
adaptation framework
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The NWI has shown promise in leading to adaptive outcomes in requiring reform of
state institutions in line with better national practices in order for these governments
to access Federal Government funding and to benefit from water markets. One result
is that during drought conditions water users can now adapt by buying or selling
water to meet their objectives (Kiem and Austin 2012; R.Q. Grafton & Jiang, 2010).
The aspirational NSDR and NSESD should contribute to adaptation but there is no
evidence that this is the case given lack of requirements for state government
implementation and little Federal Government funding as an incentive for action.

The NWI does explicitly require consideration of climate change adaptation in water
planning, even if this has been poorly implemented at times (Pittock, et al., 2010).
The ESD process is so out of date that its consideration of adaptation requires
revision whereas as the NSESD is so vague as to be meaningless in directing
adaptation measures.

Regrettably there are many contradictory policies that detract from the erstwhile
commitments to adaptation in these policies. Wenger et al (this volume), in relation
to flood management, outlines numerous policy barriers and contradictory measures
that hinder the effectiveness of the NSDR, beginning with mapping of flood zones
through to planning to prevent development in harm’s way, through to recovery
strategies that are not designed to relocate impacted structures and activities.
Recent critiques of adaptation developments highlight the risks that poorly
considered “sustainable developments” may be overly narrow or ‘maladaptative’
(Barnett & O'Neill, 2010; Pittock, Finlayson, & Howitt, 2012). While the need to
prevent impacts and plan for their impact is often recognised, disproportionately few
resources are usually devoted to these stages of the adaptation process (Wenger et
al, this volume).

Although all three policies were intended to have systematic reach and engage
relevant decision-makers, in practice only programs associated with the NWI have
had the resources to engender the reach desired for effective implementation, and
even then the environmental components have been less well applied than the
market-based measures.

The three policies in theory should each allow participation by stakeholders, but it is
really only the National Water Commission structure and the emphasis that it has
placed on generating knowledge, linked to national water accounting that was
derived from the NWI, which has enabled substantial progress in the water sector.
By contrast, great information and incentive gaps and conflicts remain for effective
sustainable development and disaster resilience, as indicated in the flood control
sector (Wenger et al, this volume). There are also incentive gaps and conflicts in the
water sector, for instance, with the failure of state governments to regulate inflow
interception activities and bring them within the water markets (NWC, 2011). This
illustrates the need for clear requirements, accountability and financial incentives if
national policies are to be effectively implemented at state and more local scales.
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The lack of an effective, overarching ESD policy process may be one reason why
there are so many conflicting policies, for instance, climate change mitigation policies
that may exacerbate water scarcity in parts of Australia (Pittock, Hussey, &
McGlennon, (in review)).

Theoretically NSESD should form an overarching policy framework that may
embrace climate change adaptation (S. R. Dovers & Hezri, 2010). Major institutional
reform will be required at the core of the Federal Government for this to be effective
(Ross & Dovers, 2008). Given the out-dated state and limited support for the
Strategy this appears unlikely in the foreseeable future. The NSDR should be part of
a national adaptation framework but as outlined in this assessment it is in no fit state
to contribute given its aspirational approach, parallel policies and limited funding.
The NWI is a logical part of a national adaptation framework and can contribute now
but could do much more with further inducements for state implementation in areas
like inflow interception management, water markets and environmental flows (NWC,
2011).

Discussion: factors for success and lessons for resilience in
national framework policies

In the second part of our analysis, three policies that had systemic influence were
identified to discern the elements that contributed to their success and which may in
turn inform national climate change policy development. The Resource Assessment
Commission (RAC) was a successful, albeit short-lived effort to mainstream
assessment of contentious developments at the heart of the Federal Government.
The National Competition Policy (NCP) was a far-reaching economic meta-policy
that emerged in the early 1990's and dramatically changed natural resource
industries (Curran & Hollander, 2002). The NWI is also considered in this analysis. In
assessing the elements that contributed to the success of these policies, we applied
a framework developed by Cork et al. (2011), identifying four characteristics of
effective adaptive capacity and resilience are evident: Clarity of purpose; Diversity:
Connectivity; Integration and feedback (for further details see Appendix A). Table B.2
summarises the analysis and assessment against the four characteristics,
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Table B.2 Comparison of the three strategies against characteristics of effective
adaptive capacity and resilience (Cork et al. 2011).

Policy

Clarity
purpose

Resource
Assessment
Commission
(Stewart &
McColl, 1994)

National
Competition
Policy (Curran &
Hollander, 2002;
NCC, n.d.).

National Water
Initiative
(Commonwealth
of Australia, et al.,
2004).

Medium. While
the economic
elements of the
NWI’'s many
principles have
largely been
implemented the
sustainability
oriented ones
have been poorly
enacted (NWC,
2011).

of | Diversity

Medium. Some
elements of the
policy have
enabled a
diversity of
approaches, such
as water trading.
Other elements
lack diversity
under the purview
of governments,
eg. focus on
environmental
flows over
complementary
measures (Pittock
& Finlayson,
2011).

Connectivity Integration and

feedback

Medium.
Regulatory
institutions
established under
the policy enable
public challenges
and are self-
reinforcing. The
policy does not
consider non-
competition
issues.

Medium. The
market-based
elements show
attributes of
resilience, for
instance during
the past decade
of drought (R.
Quentin Grafton,
2011). The
environmental
elements remain
at risk from
physical and
governance
failures (Pittock,
et al., 2012).

132 Statutory Frameworks, Institutions and Policies for Climate Adaptation



Conclusions

This assessment examined both existing strategies that may already support climate
change adaptation as well as less directly related national policies that hold lessons
for a national adaptation policy. The five national policies examined underline the
difficulty in developing and implementing effective policy frameworks in Australia.

The NCP and water markets component of the NWI illustrates that, to succeed, a
national policy needs bipartisan support and a coalition of stakeholders advocating
for their implementation. Notably, these two policies can be seen as lying within the
ambit of the dominant neo-classical economics paradigm. They also focus on
perceived urgent national issues, nhamely making the economy more competitive and
addressing water scarcity, rather than issues regarded as having incremental and
long term benefits, such as disaster resilience and ecologically sustainable
development.

The NCP and NWI have other commonalities. These policies focus on a limited
number of core principles and systemic legislative reform and have been
implemented incrementally over many years, as opposed to the much broader and
more diffuse NSESD agenda. The allocation by the Federal Government of
substantial funds for state governments, contingent on policy implementation, was a
critical incentive for NCP and NWI policy implementation, again, in contrast to the
NSESD. The cessation of such funding cross-compliance has subsequently seen
slower progress with these policies. Importantly, the two policies reported to COAG,
perhaps making them less vulnerable to the whims of a single federal minister. They
also had champions in the Federal Government - backed by central agencies - for
implementation in the form of the National Competition Council and the National
Water Commission in the Federal Government. This is in contrast to the NSDR and
NSESD that have not and have made little progress. RAC as a unit within a
government department was beholden to the views of a single political leader - the
Prime Minister - and fell with a change of leadership. The role of RAC with its ad hoc
investigation briefs made it easily marginalised, as opposed to the more systemic
roles for the other policies examined here. The focus of the NCC and NWI on
legislative reform and on independent regulatory agencies has provided subsequent
opportunities for public legal challenges that add accountability, transparency and
incentives for governments to follow through on their policies as compared to much
of the NSDR and NSESD agenda.

These observations suggest that it will be hard to develop and very difficult to
systemically implement an effective national climate change adaptation policy. To
succeed, a policy will need to be focussed on a limited number of core principles.
Bipartisan support will be required, and while this is conceivable, it will be hard to
engender when climate change policies are politically contested. Consistent support
from key stakeholders will be required; however few may be motivated by the
incremental and long term impacts of climate change to be such diligent advocates.
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Positioning an adaptation policy in terms of socio-economic benefits is needed to
engender more support rather than seeing such policy marginalised in the
environment portfolio.

The national policies that have succeeded have had champions in the form of
independent agencies in the Federal Government. A robust government agency to
champion a climate change adaptation strategy is required, which is an unlikely
proposition given that at least one major political party has proposed abolition of the
Department of Climate Change at the next federal election. Successful policies have
also had substantial funding available for state governments contingent on adequate
policy reform (whereas the NSDR and NSESD have not). The NCP and water
markets component of the NWI focussed on benchmarking relevant legislation in
each jurisdiction and proposing reforms to bring them into conformity with policy
principles, which could be a focus of national adaptation policy. The Federal
Government would need to manage the divergent demands of an adaptation policy
for both engendering reform in the state jurisdictions as well as undertaking
adaptation measures within its own institutions.

Ideally there is a strong case for the Federal Government to lead a national climate
change adaptation policy based on discrete principles, to act within its jurisdictions
as well as facilitate action at sub-national scales by communicating relevant
knowledge (see Case Study 3, this project) and ensuring that there are appropriate
legal mandates and funding mechanisms (see Case Studies 2, 4, 5, 6, 7, this
project). Yet, we conclude that the prospects of such a strategy being more than
another aspirational statement are limited unless a formidable list of conditions are
met, including stakeholder support, funding and rigorous implementation structures.
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CASE STUDY 2

Australia’s planning regimes: do they support or impede national
adaptation planning and practice?

Dr Karen Hussey (Australian National University)
Professor Douglas Fisher (Queensland University of Technology)
Professor Steve Dovers (Australian National University)

Introduction

The focus of this paper was on the potential of planning regimes to support climate
adaptation policy, planning and practice in urban systems. Following our definition of
climate adaptation, we elected to divide the analysis according to statutory
requirements and enabling factors. However, it is important to state at the outset that
the importance of planning regimes to climate adaptation has been recognised in
recent years and there is considerable, excellent work published in the literature, by
individual scholars, law firms, local governments and Government-commissioned
reviews®. Our modest ambition in this paper was to synthesise that work, so as to
contribute to the broader project question of whether Australia’s current statutory and
institutional arrangements support or impede climate adaptation. A synthesis is
particularly timely owing to the large volume of work on planning regimes emerging
and the inherent value in assessing broader trends, commonalities and peculiarities
for future decisions with respect to a national, strategic climate adaptation policy.

Evidence of climate adaptation in existing statutory requirements

The flexibility and scope of Australia’s planning regimes offer many opportunities for
consideration of climate impacts. However, it is worth restating that many of the
impacts from future climate change are hazards that Australia has a long history of
dealing with, most notably bushfires, floods and cyclones. The most obvious
exception is the impact of sea-level rise, though even in that instance, the indirect
effects of sea level rise are familiar to local and state planning authorities, for
example storm surges, floods and coastal erosion.

The fact that many of the impacts of climate change are not new means that
Australia’s planning regimes already have prescriptive regulations in relation to those
threats. In addition to planning and development regimes, there are relevant building
codes, technical standards and reference guidelines designed to mitigate the impact
of natural hazards. Thus, the effectiveness of adaptation is a function of existing and
potentially new institutions of governance, policy processes, legal settings,
organisational arrangements and administrative procedures. At the very least,

! For a full list of references refer to Section 6. Climate Change and Energy Efficiency; COAG Reform
Council (2012), State of Australian Cities Report 2012: Gurren et al 2011; Foerster A. 2012;
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existing arrangements should be implemented adequately so as to address existing
threats; ideally, existing arrangements should be revised and reformed to account for
future, projected impacts (even where uncertainty exists, the precautionary principle
can and should be invoked). With respect to planning regimes, and building on the
analysis above, evidence of these eventualities differs according to whether the
focus is statutory or strategic planning:

For statutory arrangements, evidence of climate change consideration includes:
revisions to planning provisions to account for new climate risks (such as sea-level
rise or more intense heat-island effects); development of climate vulnerability
assessment and climate adaptation plans; conditions on development approvals;
explicit recognition of climate change in assessment procedures; agreements
between planning authorities and developers or owners in relation to climate risk
mitigation plans and/or support for upgraded infrastructure.

For_strategic arrangements, evidence of climate change consideration includes:
inclusion of climate change in strategic planning or development of a comprehensive
climate adaptation strategy per se; guidelines on long term planning consideration
and strategic responses to climate change for use by planning authorities; inclusion
of explicit ‘triggers’ in legislation for consideration of climate change in all levels of
strategic planning.

In recent years, a number of states and territories have amended strategic and
statutory planning to support climate adaptation planning. In this section, we provide
an overview of those developments. The range of impacts which could be
considered is lengthy, so we restrict the analysis to three major impacts: sea-level
rise, bushfire risk, and floods. Similarly, the volume of activity and reform undertaken
by Australia’s local governments and state/territory governments is relatively
impressive, and rather than list all revisions by all authorities, we highlighted those
reforms that are most substantive.

Discussion: Enabling factors for climate adaptation planning in
practice

While allowing for a variety of limitations in the planning regimes identified and
documented in this case study, there was strong evidence to suggest that Australia’s
planning arrangements are evolving to take account of climate impacts and a
number of laws have been amended to that effect, and some institutions have been
established to give effect to those revisions.

However, as alluded to in our Introduction, we are ever mindful that in a review of
existing planning regimes and their capacity to support or impede adaptation
planning and practice, there is a need to assess not only the planning laws, or even
the plans themselves, but also the institutional context in which those laws are
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implemented (or not). In that way, we are interested in ‘enabling factors’, such as the
institutional settings and organisational structures for planning regimes, which are
the ‘soft’ side of planning, but which ultimately determine how vigorously and
rigorously a government can/will act in scrutinising its own policies and proposals,
because the institutional settings dictate who has the necessary independence,
authority, human and financial capacity and skills to undertake an independent
assessment for decision-making. An example to illustrate the point: the current
Environmental Protection and Biodiversity Conservation (EPBC) Act (1999) makes
provision for the extensive use of strategic environmental assessment (SEA), but
that provision is under-utilised for a variety of reasons, and, even where it is invoked,
the successful implementation of SEA depends to a large extent on the quality of
existing assessment processes and human and information resources in the relevant
sector (Marsden 2005).

A wealth of evidence is now emerging on where there is an absence of these so-
called enabling factors and in this section we distil that work to identify the primary
impediments for climate adaptation planning in practice. We categorise these
impediments according to: limitations in planning regimes per se; limitations in
human and financial capacity; and limitations relating to the provision, accuracy and
quality of climate relevant information for planning decisions.

Limitations in planning regimes

Early signs suggest that significant progress has been made to account for climate
change in Australia’s existing planning regimes and that those regimes are, in the
main, flexible and dynamic in the way that they were originally designed to be.
However, even from the nascent progress summarised above, there are a number of
factors which could limit the opportunities for national adaptation planning through
existing statutory arrangements.

The first and most obvious limitation is that planning regimes in Australia regulate
prospective or future use and development of land. Moreover, ‘existing use rights’
protect the use of existing buildings and works connected with the existing use. As
de Sousa and Thwaites point out, this means that the use of back zoning to curtail
development in areas that are vulnerable to the effects of climate change will have
no effect on use or development for which there are existing use rights (de Sousa
and Thwaites 2011: 67). In other words, statutory planning regimes are almost
impotent to protect the existing built environment from climate change. This is a
serious impediment given that many of Australia’s existing built environments are
already vulnerable to heatwaves, bushfires, storms, floods and sea level rise (DIT
2012: 135). However, State and Territory legislation contains a ‘trigger’ which could
address this impediment: when existing building stock undergoes major alterations
or additions those alterations must conform to the standards set out in the Building
Codes of Australia (BCA). Additional triggers also exist for when a building is sub-
divided or where the classification of the building is changed (de Sousa and
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Thwaites 2011: 61). The importance of these triggers cannot be overstated, for two
reasons: first, because it presents an opportunity for current planning regimes to
influence existing building stock; and second, because it provides an opportunity for
national adaptive capacity to be developed through the use of national reference
tools, namely the BCA but also associated guidelines such as through Standards
Australia.

The second issue relates to the trade-offs identified in the Victorian bushfire example
above, whereby reforms to Victoria’s planning laws following the tragic bushfires of
20009 illustrate direct consideration of climate impacts and thus the need to adapt, the
subsequent importance given to human life could see unintended and unwanted
trade-offs. While Foerster (2012) mentions biodiversity conservation as the most
obvious trade-off, it is also possible to imagine indirect consequences, for example in
relation to the availability of affordable housing or increased energy use?. It may be
pertinent to review the strategic direction provided in overarching framing
instruments on these issues to ensure that decision makers are required to consider
and mitigate environmental impacts when making strategic and statutory decisions
on the management of bushfire risks (Foerster 2012: 333).

The third issue relates to ‘two speed’ adaptation. Some jurisdictions have moved
qguicker than others to account for the possible impacts of climate change. As with
any policy issue, the problems associated with there being ‘leaders’ and ‘laggards’ in
policy reform and implementation relate to the inequity of some jurisdictions being
better prepared while others are disadvantaged, which is particularly worrying in
relation to climate change (Adger and Barnett 2012). A fragmentation between
jurisdictions can also add unwanted transaction costs for developers and investors,
who necessarily must address proposals differently according to different planning
regimes. However, the counter-argument to any criticism of a ‘two speed’ process is
the opportunity for laggard states to learn from the ‘best practice’ example of the
more progressive jurisdictions. This is a well known advantage of federal systems,
and was highlighted as a particular strength in the recent COAG review of strategic
planning in cities, which recommended that “COAG note the best practice highlights
of consistency against the agreed criteria” (COAG Reform Council 2012: 15).
Moreover, as was the case with the second phase of the Local Adaptation Pathways
Program, a consortium approach to climate adaptation amongst councils proved
particularly useful as experiences and resources were shared.

The fourth impediment in relation to the design and reach of planning regimes
relates to the non-mandatory nature of many of the statutory provisions (even after
recent reforms, see QLD), and the related issue of enforcement. The exception here
seems to be Victoria’'s recent reforms in relation to bushfire risk, but certainly in the
case of floods and sea-level rise, the absence of mandatory provisions or punitive

% For example, clearing away native bushland to reduce the risk of bushfire, also reduces the natural
‘cooling’ effecting of trees in urban settings, which can in turn see the need for more air-conditioners
and hence more energy consumption, and finally an increase in GHG emissions.
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measures in the absence of robust mitigation plans, tends to undermine climate
adaptation planning in practice. Nevertheless, if one considers that climate
adaptation is a very recent policy issue, it stands to reason that the current trend
towards more frequent review and revision of planning regimes and associated
standards, may yet see more stringent provisions introduced. Recent moves by the
insurance industry in QLD could prove to be the catalyst for such reforms (Wenger et
al. 2012; and Case Study 7).

Limitations in human and financial capacity

The overwhelming conclusion from all the case studies in this project, and from other
relevant studies (see for example COAG Reform Council 2012; PMSEIC 2011;
Gurran et al 2011; PC 2012; Maddocks 2010, 2011) is that a major impediment to
better climate adaptation planning in practice is the lack of human and financial
capacity within local (and to some extent state/territory) authorities®. This manifests
in different ways, as Gurran and her co-authors (2011) discovered in their
assessment of local adaptation planning in coastal communities. In that study - and
reinforced in our case studies - local governments expressed particular concern
about the lack of capacity and experience in planning for and minimising bushfire risk
in their areas. In other studies, a lack of capacity and experience in planning for and
minimising flood risk was a concern (Wenger et al. 2012), while the Productivity
Commission (2012) also identified lack of expertise and available time as a key
impediment to climate adaptation planning in local governments. In Case Study 5 of
this project, we found an absence of time amongst local and state government
employees as a key barrier to achieving better integrated decision making in climate
adaptation planning.

The quality of professional expertise and standards in undertaking climate
vulnerability and risk assessments is also a potential problem in some jurisdictions. A
number of participants in the Gurran et al. (2011) study pointed to concerns about
the lack of effective monitoring of the quality of private sector risk analyses being
undertaken, particularly work being commissioned by developers to support a
planning application. In part, these concerns are associated with the lack of clear
industry standards and technical criteria governing data sources and analytical
methods used in this rapidly evolving area of practice (see next limitation).

The full financial implications for adapting to climate change impacts remain unclear,
but all local governments are already experiencing increased budgetary pressure
associated with managing climate risk. According to Gurran’s study (2011: 44), the
major areas of expenditure include increased costs associated with obtaining legal
opinions and, in some cases, defending planning decisions; meeting insurance
premiums; and, coastal protection works. Other expense areas relate to staff
education and time, as well as consultant studies and expert advice.

¥ Note this is not a new issue: lack of capacity in local and catchment authorities has also been a
significant problem with respect to natural resource management (see Benham et al. forthcoming).
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Limitations relating to the provision, accuracy and quality of climate relevant
information for planning decisions.

In the COAG Review of Strategic Planning in Cities, a major impediment identified
was the lack of sound information and evidence. They identified three areas for
further work in this field, articulated in Recommendation 3 of their report:

e “A need to improve information on cities—Work should be done to understand
what information is readily available and what could be available through
greater access to administrative data and ‘smart’ systems.

e Supporting sound policy evaluation and review—Based on better information,
work could be done to improve evidence-based policy analysis and review
regarding the nationally-significant policy issues in cities.

e Measuring progress—There is a case for greater knowledge sharing and
collaboration on these systems across governments to improve the credibility
of Australian capital city strategic planning systems and provide a sound
framework for evidence-based policy interventions.”

Similarly, in almost all of the work reviewed for this synthesis on planning regimes,
an absence of fine-scale modelling and information on climate risk was identified as
a key impediment to producing vulnerability assessments by local governments. To
some extent this is a problem of science rather than a lack of resources or effort, and
recent efforts by the Bureau of Meteorology, Geosciences Australia, and CSIRO to
address this deficit is promising. Nevertheless, for all local planning authorities to be
able to access and effectively utilise that information, they will need to have
adequate financial resources and expertise. A shift towards more collaborative work
between councils would lessen the demands on people’s time and resources.

Conclusion

In our assessment, Australia’s planning regimes do support national adaptation
planning insomuch as there is clear evidence of:

e An awareness of climate risk amongst all levels of government, and
particularly of the relevance of climate impacts to existing statutory and
strategic planning;

e Climate risk having been, or likely to be soon, incorporated into key, relevant
statutory arrangements such as planning and strategic decision-making,
regulatory frameworks, technical standards, performance-based standards
and some policy processes, at all levels of government, and

e Bottom-up initiatives by local governments and authorities to utilise those
arrangements so as to increase adaptive capacity in communities and
regions.
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Australia’s regulatory and institutional landscape is designed to be dynamic and
flexible. In our assessment, that flexibility was evident, although admittedly the
machinations of statutory reform is not a quick process. Nevertheless, our research,
combined with others’, has shown that all jurisdictions in Australia have made recent
reforms to their planning and strategic decision-making, particularly after the
devastating bushfires in Victoria in 2009, and the floods in Queensland and Victoria
in 2010-2011. However, we did identify some qualifying factors, for example:

e Some States/Territories are lagging behind in the review and reform of
existing arrangements, with the result that statutory arrangements can be
more or less ‘robust’ depending on the jurisdiction;

e There is evidence of perverse incentives or conflicting policy goals in higher
order policies and associated legislative arrangements i.e. drought policy,
disaster relief policy, the primacy of human life over other social objectives in
planning regimes; and

e Almost all of the planning arrangements we assessed apply to new
developments, projects and infrastructure, so that existing dwellings and
infrastructure are not captured by the revised legislation, except in certain
circumstances (in-fill developments, or post disaster reconstruction).

Nevertheless and even allowing for these qualifying factors, in terms of legal
prescription, current arrangements are sufficiently flexible and dynamic to support
climate adaptation planning over time.

Unfortunately, while the evidence suggests that existing planning regimes are
adequate in terms of legal prescription, our assessment indicates that those
arrangements do not support climate adaptation in practice. Based on our analysis
against these broader, contextual issues, we identified three significant impediments
to national adaptation planning in practice:

e Lack of clear and consistent implementation frameworks to guide adaptation
planning

e Lack of financial and human capacity at the state and local level to adequately
implement adaptive strategies, and

e Detailed information, data and response strategies are patchy, not fit-for-
purpose and lack accreditation processes.
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CASE STUDY 3

Information and analysis for climate adaptation: uncertainty,
conflict, coordination and the role of the Commonwealth

Dr K Hussey (Australian National University)
Dr Phillip Wallis (Monash Sustainability Institute)
Dr Jamie Pittock (Australian National University)

Introduction

A key challenge in climate adaptation lies in generating the information needed by
decision-makers in government and in vulnerable sectors and communities to
manage the risks of climate change impacts. This is made all the more difficult in
light of the inherent uncertainty around climate impacts, and the complexity of
addressing multiple impacts across multiple scales (Hallegatte et al. 2012). In
Australia, the establishment of the National Climate Change Adaptation Research
Facility (NCCARF) in 2008 was the first step in the long road to generating that
knowledge, and considerable, valuable research has been produced in Australia and
internationally in recent years. The focus of that research has been on, variously:
scientific assessments of the likely impacts of climate change (floods, heatwaves,
sea-level rise etc.); identifying the sectors and communities most vulnerable to those
impacts; and understanding the social, economic and institutional dimensions of
adapting to climate change. The broader project, within which this paper sits, lies in
the latter category, addressing as it does the ‘enablers’ and ‘barriers’ to climate
adaptation in Australia’s statutory and institutional arrangements.

In the context of that broader project, we identified seven policy mechanisms through
which Australian governments may be able to increase adaptive capacity within
society, including: inter-governmental agreements; intra-governmental agreements;
regulation by prescription; planning and strategic decision-making; market based
mechanisms; the provision of funds; and generating and disseminating information
and analysis on climate adaptation (Hussey et al. 2012). The focus of this paper is
on the final mechanism, the provision of information and analysis to be used in
decision-making as a means of increasing adaptive capacity and/or avoiding
‘maladaptive’ outcomes. In particular, we are interested in the focus, sources and
targets of that information and analysis. Interestingly, while the primary ‘users’ of
information in relation to climate adaptation are state and local governments, it is
often the federal government that funds climate adaptation research (Farber 2009).
For example, in Australia, the Commonwealth Government’s total investment in
research and development in 2012-13 was just under $9 billion (DIISRTE 2012:
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100)* a figure which suggests that the significance of the ‘information and analysis’
function as a means to achieve national objectives cannot be overstated. Our
objectives in this paper are threefold.

First, we explore the range of different mechanisms by which knowledge on climate
adaptation is currently generated and disseminated to the sectors and communities
that need it. Our key question here is: how is climate-relevant information and
analysis currently being generated, by whom and for whom? We focus our analysis
particularly on the provision of funds by the Commonwealth Government to
organisations such as NCCARF, the National Competition Grants Program of the
ARC, funding through the National Health and Medical Research Council,
GeoScience Australia, the Bureau of Meteorology, CSIRO and particular programs
through Commonwealth and Sate/Territory departments. We also explore the role of
end-users and stakeholders (such as local councils, insurers, primary producers etc.)
in generating climate-relevant information for their own purposes, noting that several
of the other case studies (4, 5, 6 and 7) in the project have gone into considerably
more detail on this point and thus we confine ourselves in this paper to the
implications for Commonwealth funding.

Funding and generating information and analysis to support climate adaptation is not
itself an end-goal; impact, as demonstrated by increased resilience and adaptive
capacity in society, is clearly the intended outcome. Indeed, with significant
investment in climate adaptation research and analysis, one would hope to at the
very least identify and avoid maladaptive outcomes. However, the peculiarities of
climate adaptation as a policy problem — the need to evaluate location-specific
impacts and responses, uncertainty in projections, and ambiguity in who ‘owns’ the
problem — means the information and analysis generated risks missing its intended
audience. Thus, not surprisingly, and despite the existence of excellent research in
this domain, policies and decisions are made which often produce unwanted and
maladaptive outcomes (Barnett and O’Neill 2011). In light of this, the second
objective of the paper is to identify impediments to climate adaptation within the
knowledge-generation sphere. In particular, we're interested in the development of
‘blind spots’ in climate-relevant knowledge which might lead to suboptimal or
‘maladaptive’ outcomes. Our key question here is: are existing platforms for
knowledge generation and analysis sufficient to increase adaptive capacity amongst
societies and communities? To provide sufficient depth to the analysis, we have
chosen the ‘climate-energy-water’ nexus as the lens through which we explore this
guestion. Specifically, we explore climate mitigation policies aimed at reducing GHG

* State and territory expenditure on R&D in the 2008-09 period was $1.2 billion and since the Global
Finance Crisis fiscal constraints have impacted on how states and territories focus their funding. For
example, the State and Territory proportion of Australia’s expenditure on agricultural and veterinary
sciences research has decreased from over 60 per cent in 1992-93 to around 30 per cent in 2008-09.
See DIISRTE 2012: 30.
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emissions which could consequently result in maladaptive outcomes for the water
sector. We have chosen the ‘climate-energy-water’ nexus as our case study owing to
(i) the complex, inter-sectoral knock-on effects and/or trade-offs that are only now
coming to light (i) the variable outcomes in the nexus depending on the geographical
context and (iii) the positive ‘feedback loop’ that exists between climate mitigation
and climate adaptation. In this way, the ‘nexus’ is emblematic of the potential to
either overlook synergistic opportunities in policy-making, or, alternatively, to
unwittingly encourage maladaptive outcomes, in the absence of complete knowledge
(Hussey and Pittock 2012; Pittock 2011).

Building on the analysis above and so as to achieve the aims of the broader
research project, the final objective of the paper was to make preliminary
conclusions and recommendations on future directions for the provision of
information and analysis to increase adaptive capacity in Australia. This final
objective draws out particularly interesting insights in relation to the feasibility of the
Commonwealth Government using one or more of the seven major ‘policy
mechanisms’ to address both knowledge gaps and barriers to adaptation.

Discussion: Funding and the role of the Commonwealth in climate
adaptation

In this paper we identified a number of important and inter-related issues. The first is
that the Commonwealth Government - through its research investment programs -
funds over $9 billion of research annually. There is, therefore, a direct link between
two of the policy mechanisms at the Commonwealth’s disposal: the ‘information and
analysis’ function; and the ‘funding’ function. The importance of this link cannot be
overstated because it affords the Commonwealth considerable influence in what
research is undertaken, and under what conditions.

We also saw that an abundance of information on climate adaptation already exists;
some of it historical owing to Australia’s experience with climate variability, some of it
very recent through NCCARF and targeted programs in CSIRO and Geoscience
Australia. Indeed, in some respects we could say there an abundance of adaptation-
relevant research, the very problem though is that local information on climate
impacts is often lacking, is not publically available or is not used (Wenger et al.
2012). This deficit in local information on climate impacts is to some extent a
consequence of the limitations of climate science discussed in Section 2. And aside
from all of that, we know that all the information and analysis done on climate
change and climate adaptation is subject to high levels of uncertainty.

Luckily, this is not the first time that Australia has had to deal with an issue that
demands local uptake, involves multiple users, contested science, and a degree of
‘fuzziness’ between the multi-levels of government. Since the 1980s, Australia has
been grappling with these issues in the context of natural resource management,
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and it is instructive for this paper to review some of the steps take in that policy
domain.

Since 2002, the Australian Natural Heritage Trust Phase 2 (NHT2) has required
community groups seeking funds for natural resource management projects to have
developed nationally accredited regional strategies and investment plans. In one
study by Farelly and Conacher (2007), progress of one such regional (and sub-
regional) group was examined, in particular the perceptions of the community group
members and other stakeholders of the overall process. Through interviews,
participant observation and document analysis in 2004-05, the process of
developing a regional strategy and an investment plan by the Northern Agricultural
Catchments Council in Western Australia, and the involvement of regional
stakeholders in the process, were examined. While the concept of regional-scale
management was perceived favourably by community interviewees, their concerns
related to increasing bureaucracy, the need for further local involvement, more on-
ground action instead of further planning, the relevance of the regional Council to
local communities, and the motives of Council members. Communication with
regional stakeholders was extensive in preparing the regional strategy, but fell short
during the development of the investment plan. The success of the regional planning
process rested on whether members of the regional community actively implement
regional priorities, and whether long-term funding and support from the State and
Australian governments are provided (Farelly and Conacher 2007).

The parallels between NRM planning and climate adaptation planning are clear: both
demand local knowledge, multiple policy strategies to achieve desired outcomes,
long term implementation, monitoring and evaluation to assess outcomes and
success (or failure), and both rely on local organisations to be sufficiently resourced
to achieve outcomes over the long term. Together with the energy-water case study
described above, it is clear that much adaptation and NRM is indeed linked - and the
key institution around which those issues pivot is at the local or regional level.

However, State and Territory governments have never been the sole sources of
funding for local or catchment management authorities to undertake NRM activities.
The Commonwealth has had a pivotal role, in two ways: funding, and the provision of
information. If the lessons of NRM in Australia can tell us anything, it is that capacity
building at the local level is vital, and the only sustainable source of funding over the
long term will be from the Commonwealth. Foerster (2012) cites the role of the Country
Fire Authority as pivotal in bushfire prevention and management in Victoria, which
further attests to the importance of local organisations in climate adaptation planning
and practice. The second link to the Commonwealth lies in the provision of information
from Commonwealth-funded research and Commonwealth funded agencies, such as
BOM, CSIRO and GA. There are, therefore, several links between Commonwealth
funding and local, on the ground adaptation. Indeed, Hallegatte very deliberately links
the two relationships by suggesting that climate adaptation would be more efficient
through the creation of local expertise, financed as research and development
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institutions (Hallegatte 2012: 9). In our assessment, based on this case studies and
others in the project, there is very strong potential for the Commonwealth’s funding to be
used most efficiently through the development of ‘clusters of councils’ which can exploit
critical mass to fully benefit from scarce financial and human resources, both obtaining
information and in utilising that information for climate adaptation planning and practice.

Conclusions

The focus of this paper was on the potential and scope for the Commonwealth
Government to use its role in the provision of information on climate adaptation to
greater effect. From this analysis, we found several barriers that exist to reduce the
usefulness of that information:

e Policy, epistemic and aleatory uncertainties in the climate science and
modelling exist which make it more difficult for decision-makers to assess
investments for long term climate resilience.

e There is an absence of accurate fine-scale modelling for local contexts,
resulting in significant knowledge gaps about what the impacts will be at a
local level and therefore how best to respond.

e The numerous end-users of climate adaptation information and analysis,
across all sectors of society and levels of government, make it difficult to
prioritise research needs when the end-users are limitless but the funds are
finite.

Nevertheless, there have been tremendous steps taken in identifying and filling
research gaps, through the various research and information mechanisms
established by Commonwealth funds. For example, through NCCARF, CSIRO, the
Bureau of Meteorology, Geoscience Australia, RIRDCs, and the competitive grants
schemes of the ARC and NHMRC. Co-funding arrangements between
Commonwealth funds and universities, industry-funded entities such as RIRDC and
the private sector have shown the capacity for tax-payer dollars to be leveraged to
greater effect. ‘Supporters’ of this policy function therefore include:

e A long-standing, sizeable and talented research capacity to provide the
supporting science behind decision making, including adaptive management

e |Institutional arrangements that enable Commonwealth initiatives to lever
funds with industry-funded, university-funded, or state/local government-funds
to establish climate adaptation projects

e Strong ties that exist between science and extension, building on the NRM
sphere (see Case Study 6), including through the process of participatory
research, to enhance adoption of adaptation strategies.
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CASE STUDY 4

Market mechanisms and industry policy: the financial market

Dr M Bowman (University of New South Wales)

Objectives

The broad purpose of this case study is to explore the role of private finance in
supporting climate adaptation efforts. Specifically, the objectives of this paper are
threefold:

e identify existing Australian policy that motivates private sector finance to protect
assets from the risks of climate change;

e identify extant institutional or regulatory barriers that inhibit private sector
finance for and investment in adaptation strategies and projects; and

e make regulatory recommendations for how the Australian government could
stimulate a greater flow of private sector finance/investment for climate change
adaptation.

In addressing these areas, this study aims to facilitate understanding of how different
policy mechanisms interrelate and stimulate climate finance for adaptation.

Methodology

A combination of documentary sources and interview data was used for this case
study. Documentary sources included: relevant government policy documents and
industry reports; PowerPoint presentations from industry and non-government
organizations (NGOs); submissions to government by industry and NGOs; bank
equity investment strategy documents; bank policy documents; media articles; and
NGO reports.

Interviews were conducted with experts in Australia and, for the purposes of
comparison and broader discussion, the United Kingdom (UK). A total of nine
interviews were conducted by phone or in person in September 2012. Australian
interviews were undertaken with staff from the Investor Group on Climate Change
Australia/New Zealand (IGCC), the Carbon Bonds Initiative, and Climate Risk Pty Ltd.
The UK interviews included staff at the London School of Economics and the
Grantham Research Institute, the Climate Group, and the Institutional Investors
Group on Climate Change Europe (IIGCC). The aim of interviews was threefold: to
gauge investors and financiers’ current awareness about adaptation; to understand
what motivates and impedes their action; and to discuss how private finance for
adaptation might best be mobilised.
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Findings and recommendations in this paper were also informed by interview data
from an earlier project on mitigation finance, which comprised 19 interviews with
managers that head up the teams/units responsible for carbon and climate-related
bank practices. These interviews were conducted in Australia at Westpac and ANZ in
September 2011, and in the UK/Europe and the United States (USA) at HSBC,
Deutsche Bank, Credit Suisse, Citi and Morgan Stanley during May-June 2010.

Finally, several Australian finance experts provided comments on drafts of this paper
to ensure that the recommendations had merit and traction from a practical
perspective. Those experts were from the IGCC, Climate Bonds Initiative, Climate
Risk Pty Ltd, Mercer LLC and Australian Super.

Structure of Paper

The paper was structured as follows. Part 2 reveals the crucial relationship between
private finance and climate change adaptation. It starts by outlining the different types
of private sector finance institutions and their function in a market economy before
describing the business case logic of such actors and the increasing relevance of
climate risk to their decisions. Specifically, it pinpoints the importance of procuring
and leveraging private finance for adaptation efforts in Australia.

Part 3 identifies and assesses existing Australian policy in two sections. The first
section addresses existing and forthcoming policy initiatives that encourage financial
investment in low-carbon options in order to protect long-term monetary assets, such
as superannuation. The second section addresses extant policy that encourages
adaptation investment into physical assets and infrastructure.

Part 4 reviews salient institutional and policy barriers that inhibit private sector finance
for and investment in adaptation strategies and projects. In particular, it pinpoints a
lack of current incentives for private adaptation investment in physical assets and
infrastructure.

Finally, Part 5 makes recommendations for a national adaptation policy framework
that comprises: (a) a central climate-related information repository; (b) non-coercive
steering regulation to encourage private finance; and (c) coercive regulation that
directs how private finance actors must assist adaptation.

Summation

Climate finance for adaptation in developed nations is a new area. This paper has (a)
provided a working definition of climate finance for adaptation and (b) identified extant
policy incentives and institutional and policy barriers to it in Australia. The findings
show that current statutory arrangements and market-based policy mechanisms are
insufficient to stimulate private climate finance for adaptation at scale in Australia.
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Consequently, a consistent national policy approach is required. It needs to comprise
a regulatory mix to encourage, leverage and procure financial resources for
adaptation at the necessary scale. Specifically, this paper recommends the
implementation of a central information repository as well as new adaptation policy
(both coercive and non-coercive) to complement Australia’s existing low-carbon
policy framework.

Summary of Findings

Several salient institutional and policy barriers exist that inhibit private sector climate
finance for adaptation in Australia.

Institutional barriers include the private finance sector’s lack of awareness of climate
change impacts and experience in identifying and making climate-related
investments. There is also the difficulty of preparing a robust business case to cover
the expected lifetime of physical infrastructure due to information gaps on precise
local impacts of climate change and the non-inclusion of social returns. In turn, this
perpetuates investment reticence due to information asymmetry and skewed
perceptions of risk.

Policy barriers to financing adaptation in physical assets or infrastructure in Australia
are brought into stark relief when contrasted with the investment-grade low-carbon
policy framework. There are no equivalent market policy mechanisms that encourage
finance for adaptation in physical assets or infrastructure. NPA grants, existing
building guidelines and company reporting requirements are all insufficient to
incentivise private adaptation investment/financing, especially for existing assets and
large portfolios. Moreover, disparate sources of information and conflicting planning
regulations at different government levels impede private adaptation endeavours.

Summary of Recommendations

A national policy framework for adaptation will stimulate private finance to increase
the resilience of existing and future infrastructure/physical assets. Specifically, policy
mechanisms need to: leverage private finance at both wholesale and retail levels;
overcome the institutional barriers of a lack of awareness and ‘how to’ experience;
and cover information gaps and multi-jurisdictional inconsistencies.

The following recommendations have drawn on international policy analogs as well
as suggestions from Australian experts. This policy design enables public finance to
be phased out over time as private sector actors gain the tools and experience to
manage risks autonomously. In short, the federal government needs to:

o Create a central repository of climate-related information with general
access in order to: (a) ensure a common reference framework for the
private and public sectors at all levels; and (b) facilitate adaptation
investment decision-making.
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o Monitor and support new tools for making a robust cost-benefit analysis in
the adaptation space, such as the CBI/Climate Risk initiative.

o Provide anchor financing, concessional finance, subordinated or
mezzanine debt and/or grants to encourage public-private co-financing,
particularly in major infrastructure assets with high social returns. Also,
encourage creative use of insurance products for projects with high upfront
costs or uncertain returns. The CEFC's mandate could be extended to
include these aspects or to cover ‘adaptation projects’ generally.

o Amend asset development and planning processes, such as
Environmental Impact Assessments, to obligate developers and owners to
consider climate impacts on existing assets.

o Require companies operating in Australia to report on their climate risks
and adaptation measures via an amendment to the Corporations Act 2001
(Cth) or, at the very least, a new ASX guidance on climate change
disclosures that public companies should provide in financial filings.

o Implement ITCs and/or Grants that encourage private sector investment in
existing and/or future physical assets and infrastructure, potentially titled
the ‘Federal Adaptation Tax Incentives program’.

° Issue Climate Bonds.

o Implement policy mechanisms that support the issuance of Climate Bonds
by other entities (corporations, municipal councils), such as tax credits,
FITs and legal frameworks that drive income streams for issuers and
encourage banks as underwriters.

o Implement new legislation that mandates how private finance actors must
facilitate climate change adaptation by way of taxation and/or prescription.
A tax would take one of two forms: an FTT levied on the value of financial
transactions or a FAT levied on the profits of financial institutions. Financial
activity prescriptions would stipulate how financiers must support
adaptation, for example, by lending at preferential rates to commercial and
household adaptation projects.

References used in the case study

Agrawala, S., and Fankhauser, S. (eds) Economic Aspects of Adaption to Climate Change:
Costs, Benefits and Policy Instruments (OECD, Paris, 2007).

Anderson, M. Using the Global Framework for Climate Risk Disclosure (UNEP Finance
Initiative, Investor Network on Climate Reporting, International Investor Group on Climate
Change, 2006).

Attorney-General's Department, National Partnership Agreement on Natural Disaster
Resilience, undated, available at: http://www.em.gov.au/npa (viewed 26 September
2012).

Australia Institute (The), Media Release: Australians Want Bank Super Profits Tax On the
Agenda (The Australia Institute, Canberra, 2010).

Australian Bureau of Statistics (ABS), Completing the Picture - Environmental Accounting in
Practice, May 2012 (ABS, Canberra, 2012)

156 Statutory Frameworks, Institutions and Policies for Climate Adaptation



Australian Conservation Foundation (ACF), ‘Australia spends $11 million more encouraging
pollution than cleaning it up’, 1 March 2011, acfonline.org.au.

Australian Government, Adapting to Climate Change in Australia: An Australian Government
Position Paper (Commonwealth of Australia, Canberra, 2010).

Australian Government, Fact sheet: Enhanced Renewable Energy Target (Commonwealth
of Australia, Canberra, 2011).

Australian Government, Clean Energy Future: A Clean Energy Finance Corporation,
undated, available at: http://www.cleanenergyfuture.gov.au/clean-energy-
future/renewable-energy/ (viewed 30 July 2012)

Australian  Securities Exchange (ASX), Corporate Governance Principles and
Recommendations 2nd Edition (ASX Corporate Governance Council, Sydney, 2007).

Australian Securities Exchange (ASX), Corporate Governance Council Revised
Supplementary Guidance to Principle 7 (ASX, Sydney, 2008).

Bakewell, S., ‘Green Bond Bankers in Japan, Sweden Beat U.S. to $7 Billion’, 25 January
2012, Bloomberg.com.

Baker & McKenzie, Client Alert: Structure and approach of the Clean Energy Finance
Corporation (Baker & McKenzie, Sydney, 2012).

Bowen, A., Raising Finance to Support Developing Country Action: Some Economic
Considerations (Grantham Research Institute on Climate Change and the Environment
Working Paper No. 36, London, 2011).

Bowman, M., ‘The Role of the Banking Industry in Facilitating Climate Change Mitigation and
the Transition to a Low-Carbon Global Economy’ (2010) 27 Environmental and Planning
Law Journal 448-468

Bowman, M., ‘Nudging Effective Climate Policy Design’ (2011) 35(2/3/4) International
Journal of Global Energy Issues 242-254.

Brahmbhatt, M., Mobilizing Climate Finance: A Paper prepared at the request of G20
Finance Ministers (World Bank Group, 2011)

Buchner, B., Brown, J. and Corfee-Morlot, J., Monitoring and Tracking Long-Term Finance to
Support Climate Action (OECD/IEA Project for the Climate Change Expert Group on the
UNFCCC, 2011)

Chaum, M., Faris, C., Wagner, G., Buchner, B., Falconer, A., Trabachi, C., Brown, J. and
Sierr, K., Improving the effectiveness of climate finance: key lessons (Climate Policy
Initiative, Venice, 2011).

CIA World Factbook (2012), available at:
http://www.theodora.com/wfbcurrent/australia/australia_economy.html (viewed 1 October
2012).

Clean Energy Regulator, What NGER data is published?, undated, available at:

http://www.cleanenergyregulator.gov.au/National-Greenhouse-and-Energy-
Reporting/Publication-of-NGER-data/What-NGER-data-published/Pages/default.aspx
(viewed 4 October 2012).

Cork, S., Price, R.,, and Connell, D. Capacity to Adaptively Manage under Climate

Statutory Frameworks, Institutions and Policies for Climate Adaptation 157



Variability, Murray Darling Basin Authority, 2011

Council of Australian Governments (COAG), National Strategy for Disaster Resilience
(Commonwealth of Australia, Canberra 2011).

Butzengeiger, S., Michaelowa, A., Kohler, M. and Stadelmann, M., Policy instruments for
climate change adaptation - lessons from mitigation and preconditions for introduction of
market mechanisms for adaptation (Colorado Conference on Earth System Governance:
Crossing Boundaries and Building Bridges, 17-20 May 2011, Colorado State University).

Della Croce, R., Kaminker C. and Stewart F., The Role of Pension Funds in Financing Green
Growth Initiatives (OECD Working Papers on Finance, Insurance and Private Pensions
10, Paris, 2011).

Department of Climate Change and Energy Efficiency (DCCEE), Adapting to Climate
Change in Australia, (Commonwealth of Australia, Canberra, 2010).

Department of Climate Change and Energy Efficiency (DCCEE), Barriers to Effective
Climate Change Adaptation: A Submission to the Productivity Commission, dated 23
December 2011 (Commonwealth of Australia, Canberra, 2011).

Department of Energy and Climate Change (DECC), Planning our Electric Future: A White
Paper for Secure, Affordable and Low-carbon Electricity (DECC, London, 2011).

Economics of Climate Adaptation Working Group, Shaping climate-resilient development: a
framework for decision-making (ClimateWorks Foundation, Global Environment Facility,
European Commission, McKinsey & Company, The Rockefeller Foundation, Standard
Chartered Bank and Swiss Re, 2009).

Fankhauser, S. and Burton |., ‘Spending Adaptation Money Wisely’ (2011) Climate Policy
11(3) 1037-1049.

Gitman, L., Joehnk, M., Smart, S., Juchau, R., Ross, D. and Wright, S., Fundamentals of
Investing (Pearson Australia, Frenchs Forest, 2011).

Grossman, D., Physical Risks From Climate Change: A guide for companies and investors
on disclosure and management of climate impacts (Calvert Investments, Ceres, and
Oxfam America, 2012).

Hallegatte, S., Lecocq, F. and de Perthuis, C., Designing Climate Change Adaptation
Policies: An Economic Framework (Policy Research Working Paper Series, World Bank,
Washington DC, 2011).

HSBC, Climate Change Index Strategies (HSBC, London, 2010).

Hubbard, R.G., Money and the Financial System and the Economy (Addison-Wesley
Publishing, New York, 1994)

International Monetary Fund (IMF), A Fair and Substantial Contribution by the Financial
Sector, Final Report for the G-20 (International Monetary Fund, Washington DC, 2010).

International Monetary Fund (IMF), Promising Domestic Fiscal Instruments for Climate
Finance (International Monetary Fund, Washington DC, 2011).

Investor Group on Climate Change (IGCC), Submission to Productivity Commission
regarding Barriers to Effective Climate Change Adaptation, dated 16 January 2011
(IGCC, Sydney, 2011).

158 Statutory Frameworks, Institutions and Policies for Climate Adaptation



Investor Group on Climate Change (IGCC), IGCC submission to Review of the Renewable
Energy Target Scheme, dated 17 September 2012 (IGCC, Sydney, 2012a).

Investor Group on Climate Change (IGCC), Media Release: Investors see big picture on
carbon pricing and welcome commencement (IGCC, Sydney, 2012b).

Investor Group on Climate Change (IGCC), Submission to Productivity Commission
regarding Barriers to Effective Climate Change Adaptation, dated 15 June 2012 (IGCC,
Sydney, 2012c)

Investor Group on Climate Change (IGCC), International Investor Group on Climate Change
(IGCC) and Investor Network on Climate Reporting (INCR), Institutional investors’
expectations of corporate climate risk management (IGCC, IIGCC and INCR, 2012).

Low Carbon Australia, Annual Report of Low Carbon Australia 2010-2011 (Low Carbon
Australia Limited, Brisbane, 2011).

Jeucken, M., Sustainable Finance and Banking: The Financial Sector and the Future of the
Planet (Earthscan, London, 2001).

Maslakovic, M., Financial Markets Series: Bond Markets, July 2011 (TheCityUK Research
Centre, London, 2011).

Mercer, Climate Change Scenarios — Implications for Strategic Asset Allocation (Mercer
LLC, Carbon Trust and International Finance Corporation, 2011).

Mercer, Through the Looking Glass — How Investors are Applying the Results of the Climate
Change Scenarios Study (Mercer LLC, London, 2012).

Mudde, P. and Abadie, A. From Principle to Action: An Analysis of the Financial Sector’s
Approach to Addressing Climate Change (Sustainable Finance Ltd, London, 2008).

Narain, U., Margulis S. and Essam, T., ‘Estimating costs of adaptation to climate change’
(2011) Climate Policy 11(3) 1001-1019.

Nelson, R., Byron, N. and Stafford-Smith, M., Towards economic and policy analysis of
adaptation to climate change (Australian National University, Crawford School, Canberra,
2011).

National Park Service US Department of the Interior (NPS), Tax Incentives, undated,
available at http://www.nps.gov/tps/tax-incentives.htm (viewed 1 October 2012).

Office Of The Emergency Services Commissioner (OESC), Natural Disaster Resilience
Grants Scheme - Victoria: Applicant Guidelines 2012-13 (OESC, Melbourne, 2012)

Patel, S., Climate Finance: Engaging The Private Sector (International Finance Corporation,
2011).

Perry, N., ‘The Clean Energy Finance Corporation: The Purpose and the Hypocrisy of
Industry’, 23 April 2012, The Conversation.

Pierpont, B., Varadarajan, U., Nelson D. and Schopp, A., Renewable Energy Financing and
Climate Policy Effectiveness: CPI Analysis Framework (Climate Policy Institute working
paper, San Francisco, 2011)

Productivity Commission, Carbon Emission Policies in Key Economies (Commonwealth of
Australia, Canberra, 2011).

Statutory Frameworks, Institutions and Policies for Climate Adaptation 159



Ranger, N., Milliner, A., Dietz, S., Fankhauser, S., Lopez, A. and Ruta, G., Adaptation in the
UK: a decision-making process (Policy Brief, Grantham Research Institute on Climate
Change and the Environment, London, 2010).

Saunders, A., Financial Institutions Management: A Modern Perspective (McGraw-Hill,
Boston MA, 2000),

Sauvage, J., Australia: Inventory of Estimated Budgetary Support and Tax Expenditures for
Fossil Fuels (OECD, Paris, 2011).

Silver, N., Policy Risk Insurance (Climate Bonds Initiative Presentation, San Giorgio, 20
September 2012).

Smith, J.B., Vogel, J., Cruce, T., Seidel, S. and Holsinger, H., Adapting to Climate Change:
A Call for Federal Leadership (Pew Centre on Global Climate Change, Arlington VA,
2010).

Sonntag-O’'Brian V. and Usher, E., Mobilising Finance for Renewable Energies (International
Conference for Renewable Energies Thematic Background Paper, 2004).

South Australia, 2011/12 NDRGS funding statistics, 2012, available at:
http://www.safecom.sa.gov.au/site/emergency_management/natural_disaster_resilience_
program.jsp (viewed 26 September 2012).

Standards Australia, Draft for Public Comment: Climate Change Adaptation for Settlements
and Infrastructure (Standards Australia, Sydney, 2011).

Standards Australia, Active and Approved Project Listing By Standard as at 31 October 2012
(Standards Australia, Sydney, 2012)

Steffen, W., Climate Change 2009: Faster change & more serious risks (Department of
Climate Change, Canberra, 2009).

Sullivan, R., Investment-grade climate change policy: financing the transition to the low-
carbon economy (Institutional Investor Group on Climate Change, the Investor Network
on Climate Risk, the Investor Group on Climate Change Australia/New Zealand and the
United Nations Environment Programme Finance Initiative, 2011).

SustainableBusiness, ‘French Green Bond Oversubscribed in Half Hour’, 23 May 2012,
SustainableBusiness.com.

Swiss Re, Alabama State Insurance Fund transaction marks first parametric insurance
solution on behalf of US state government (Swiss Reinsurance Company Ltd, Zurich,
2010).

Swiss Re, Closing the Financial Gap: New partnerships between the public and private
sectors to finance disaster risks (Swiss Reinsurance Company Ltd, Zurich, 2011).

UK Adaptation Sub-Committee, Climate Change — is the UK preparing for flooding and water
scarcity? Adaptation Sub-Committee Progress Report 2012 (UK Committee on Climate
Change, London, 2012).

United Nations Environment Program Finance Initiative (UNEPFI), CEO Briefing: Carbon
Crunch: Meeting the Cost (UNEPFI, Geneva, 2007).

United Nations Environment Program Finance Initiative (UNEPFI) and Sustainable Business
Institute (SBI), Advancing adaptation through climate information services: Results of a

160 Statutory Frameworks, Institutions and Policies for Climate Adaptation



global survey on the information requirements of the financial sector (UNEPFI and SBI,
2011).

United Nations Framework Convention on Climate Change (UNFCCC), Investment and
Financial Flows to Address Climate Change: An Update (Technical paper,
FCCC/TP/2008/7, November 2008).

United States Securities and Exchange Commission (SEC), 17 CFR PARTS 211, 231 and
241 [Release Nos. 33-9106; 34-61469; FR-82] Commission Guidance Regarding
Disclosure Related to Climate Change (2010a).

United States Securities and Exchange Commission (SEC), ‘Press Release: SEC Issues
Interpretive Guidance on Disclosure Related to Business or Legal Developments
Regarding Climate Change’, 27 January 2010, www.sec.gov (2010b).

Varadarajan, U., Nelson, D., Pierpont B. and Hervé-Mignucci, M., The Impacts of Policy on
the Financing of Renewable Projects: A Case Study Analysis (Climate Policy Institute,
San Francisco, 2011).

Withana, S., Nufiez Ferrer, J., Medarova-Bergstrom, K., Volkery, A., and Gantioler, S.,
Mobilising Private Investment for Climate Change Action in the EU: The Role of New
Financial Instruments (Institute for European Environmental Policy, London/Brussels,
2011).

Worldwide Fund for Nature (WWF) and Allianz, Climate Change and the Financial Sector:
An Agenda for Action (lead authors: A Dlugolecki and S Lafeld) (WWF and Allianz, Gland,
Switzerland, 2005).

Statutory Frameworks, Institutions and Policies for Climate Adaptation 161



CASE STUDY 5

Regional/Local Cross-Mechanism Relationships:
The Case of the City of Melbourne Council

Richard Price (University National University)
Jules Livingstone (Australian National University)
Hartmut Funfgeld (RMIT University)

Introduction

This case study is one of a suite of seven which, when aggregated and analysed,
address the question: Do Australia’'s existing statutory frameworks, associated
institutions and policy processes support or impede national adaptation planning and
practice? The focus of this paper is the urban local government response to the
cumulative impact of a range of adaptation policy and institutional measures, other
papers focused on this in the context of primary industries and floods.

The rationale for an urban case study is simple; Australia is an urban nation, with 70
per cent of the population concentrated in metropolitan centres situated along or very
close to the coast (Steele, 2010). This coastal proximity makes cities vulnerable to
many of the impacts of climate change, specifically changes in temperature, sea
level rise and extreme weather events. To date, Australian capital cities have
responded to the challenges raised by climate change adaptation through position
statements, action plans, strategies and risk analyses. These responses have largely
been at the local government level, through city councils, and it is their interaction
with national, state and regional government initiatives, programmes, policy
mechanisms and institutions that this paper explores.

Such interactions are of practical as well as theoretical interest as they can tell us
much about those things that support or impede successful adaptation planning and
practice at the local decision-making level. As has been widely argued, the local
nature of most adaptation responses requires a certain level of coordination at
different jurisdictional scales in order remove potential constraints imposed by
national or regional processes (Juhola and Westerhoff 2011; Adger et al., 2005).
Without such coordination the end result may be maladaptation and increased
vulnerability (Burton 1997). Yet across the globe, including in Australia, harmonious
relationships between various levels of government in the governance of adaptation
remains a significant challenge (Juhola and Westerhoff 2011; Juhola 2010;
Keskitalo, 2010).
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The two objectives of this paper are:

0] to assess the extent to which current policies and institutional arrangements
promote or impede climate adaptation in practice (the ‘practice objective’);
and

(ii) to make a significant contribution to the development and implementation of a
strategic national policy framework (the ‘framework objective’).

Methodology

This paper uses the City of Melbourne as the focal point for an inter-jurisdictional
examination of the cumulative impact of the range of adaptation policy and
institutional measures. The City of Melbourne presents an ideal case to explore
these issues due to its size, planned expansion, location and comprehensive
strategy to address and integrate the challenges of climate change adaptation as
articulated in its 2009 City of Melbourne Climate Change Adaptation Strategy. The
area of the city covered by this plan has a present resident population of 80,000,
swelling to 760,000 during the working day and covers an area of 36.5 km2. Within
this con-urbanised space exists a diversity of land typologies and demographics;
wetlands, port zones, light industrial areas, a marine environment, the central
business district and high density residential areas. Each of these has different
stakeholders, vulnerability to climate change impacts and potential adaptation
responses. Similarly, each interacts with wider jurisdictional and governance issues
in relation to climate change adaptation.

The City of Melbourne (CoM) was selected as a cross-mechanism case studies
because of the rich diversity of national policies, frameworks and institutions with
which the Council directly deals, is influenced by or needs to acknowledge when
undertaking its own initiatives. Table B.3, for example, shows how this diversity
corresponds to each of the mechanisms in the matrix. Moreover, the CoM’s Climate
Change Adaptation Strategy is one of the most comprehensive of its type in
Australia.

Table B.3: Examples of the relationship between the Case Study Matrix and City of
Melbourne local jurisdiction policy and institutional mechanisms

Mechanism Examples in the City of Melbourne

e Local government is recognised in the Constitution Act, 1975,
e The Local Government Act, 1989, provides a framework for
L.Inter-governmental the operation of councils

function e The City of Melbourne Act, 2001, contains provisions relating
to the differences between the City of Melbourne and other
local councils.
e The CoM is a member of a number of council networks and
2.Intra-governmental alliances:
function e South East Councils Climate Change Alliance (SECCA)

e The Victorian State Government Greenhouse and Climate

Statutory Frameworks, Institutions and Policies for Climate Adaptation 163



Mechanism Examples in the City of Melbourne

Change Alliances (GCCA)

The Central Victorian Greenhouse Alliance (CVGA)
The Northern Alliance for Greenhouse Action

The Councile of Capital City Lord Mayors (CCCLM)
The C40 Cities Climate Leadership Group

3. Regulation by ¢ Local government may make and enforce by-laws withing their
prescription competence powers which are not expressly excluded by other
State or Federal legislation

e Council Municipal Strategic Statements (MSS) and Local
4.Planning processes Planning Policies (LPP) must both further the objectives of
Victorian State planning in the State Planning Policy
Framework

Two Council funds potentially provide resources for Climate
Change:

e The Sustainable Melbourne fund
5. Funding function e Environmental Upgrade Fund
The Australian Government provides funds under the:

e Local Adaptation Pathways Program
e Local Government Infrastructure Program

e The CoM website, factsheets and flyers contain information on
climate change responses and mitigation

6. Information and e The City Switch Program provides information on energy

analysis function efficiency (albeit weighted towards mitigation)

e Various alliances with other council groups such as the NAGA
and the GCCA share information on climate change adaptation

responses
) e Businesses are key stakeholders and voters in the CoM
7. Supporting market electorate.
arrangements e Most funding for climate change initiatives has focussed on

mitigation, see (5) above

Following initial discussions with CoM staff, the originally proposed data collection
process was fundamentally altered. In addition to detailed background reading and
literature review analysis, the case study had intended to interview up to 20 key
informants from within the Council. However, because staff of the CoM have been
involved with numerous academic studies on a wide range of subjects over recent
years, the first author was granted permission to undertake the case study on the
condition that it utilized interview and focus group data collected from another recent
climate adaptation study dealing with policy framing (Funfgeld and McEvoy 2011). In
order to abide by the ethics approval processes of the two research institutions
concerned, the principal investigator of the framing study was invited to participate
and contribute as an author to this study. All authors have taken care to avoid
abusing the confidentiality of data collected previously. In essence, therefore, this
case study is largely a desk-top analysis of readily available information, supported

164 Statutory Frameworks, Institutions and Policies for Climate Adaptation



by interaction with key CoM informants who provided periodical briefings as well as
feedback on drafts of the case study report.

The analysis in this paper follows the format set out in Hussey et al 2012. It
addresses how each of the policy and institutional mechanisms of the matrix plays
out in the implementation of the CoM’s adaptation strategy and the degree to which,
the strategy addresses the characteristics of effective adaptive capacity and
resilience (after Cork et al 2011) namely: clarity of purpose, diversity, connectivity
and integration and feedback (see Hussey et al 2012 for a more detailed
description).

Discussion on the resilience framework and the City of Melbourne’s
adaptation strategy

Clarity of purpose and issues

The CCCLM submission to the Productivity Commission’s adaptation review
acknowledges that “adaptation is not a simple concept . . . [but that] . . . effective
adaptation should address environmental, social and economic impacts, and not
focus narrowly on economic and community impacts” (CCCLM 2011 p1-2). Despite
this clear triple bottom line message, the member Councils of the CCCLM, including
the CoM, revert to economic benefits when conveying climate change messages to
potential investors and adopters (or adaptors). In other words, while a broad based
sustainability purpose behind a climate change adaptation strategy may be intended,
it becomes difficult to pursue in practice, particularly where there are personal,
community and business costs associated with difficult to measure benefits over
timeframes which are unknown. For this reason, adaptation needs to be seen as a
process rather than as an outcome, but selling the benefits of a process is potentially
even more difficult.

Where does clarity of purpose come from? The CoM’s endeavours to implement the
Climate Change Adaptation Strategy are limited by its reliance on collaborations,
partnerships, coordination and leadership. Yet the very impetus for the Council's
involvement in climate change action is due to the lacuna it recognised in these
things at the turn of the millennium. A dozen or so years later, the CoM and its fellow
CCCLM members still seek the roles and responsibilities for each level of
government for climate change adaptation policies to be clarified and agreed by all
levels of government (CCCLM 2011 pl and p9).

Clarifying the governance of adaptation remains a pivotal challenge for all levels of
government (Adger et al., 2005). The Australian Government recognises that
adaptation is best undertaken at the level most locally relevant to impacts, but the
three tier form of governance in Australia, ensures that frameworks to enable local
adaptation become as much a political issue as a structural one. Specific roles for
different actors in the adaptation space, in terms of administrative sectors and level
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of governance, therefore remain generalised and as a result, subject to contention
(Juhola and Westerhoff 2011). Ultimately, Juhola and Westerhoff argue, a lack of
clarity and leadership in a multilevel governance regime could potentially lead to
maladaptation, in that a lack of coordination may ultimately prove counterproductive
to wider adaptation efforts in the future.

In the literature, three processes can be surmised that should improve coordination
between multilevel governance regimes: 1) the participation of actors at one level in
the processes of another as a means of gaining the ownership that comes from the
formation of rules that will need to be implemented; 2) the creation of institutions or
processes at one level specifically to influence processes or institutions at other
levels; and 3) the sharing of knowledge produced in order to influence processes at
other levels (Pahl-Wostl 2009). The processes of the DCCEE go some way towards
this objective, but are not always reciprocated at the State level to local
governments.

The call for greater coordination in multi-level governance systems is a simple one,
but is not a silver policy bullet. Such coordination can demand the time, skills and
resources of some actors, particularly at the lower levels, that are not readily at hand
(Betsill and Bulkeley 2006). Even though such engagement is critical to the success
of a national or state-wide strategy, it can consume not only the resources of
essential partners better spent on actual implementation but also consume goodwiill.
In this sense, a poor approach to coordination can be self-defeating for the reasons
above, while higher levels in multilevel systems also risk foregoing the opportunity to
experiment and learn from multiple efforts at the lower levels (Jones 2011; Charbit
and Michalum 2009), in the spirit adaptive policy (Dovers 1999).

Diversity

The risk management focus of the CoM’s adaptation strategy is well understood and
acknowledged within the CoM. The strategy was made possible with partial funding
from the Australian Government, and so it bears the hallmarks of the risk-based
approach advocated through the various toolkits, guidelines and other support
material either prepared for or by the Australian Greenhouse Office and, to some
extent, its successor, the Department of Climate Change and Energy Efficiency. The
most tangible component of the approach is risk assessment, a fundamental first
step in defining adaption responses and their feasibility. Some of this guidance
material also promotes the adoption of adaptive management by local governments
as a means to manage risks. Being a process rather than an action and
consequently less tangible, the means to implement adaptive management are not
described. As a result, the risk-based approach not only dominates most local
government adaptation strategies where they exist, but together with the lack of a
complementary adaptive management approach, it constrains adaptation thinking
and responses to those that are more target driven and measurable.
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Funfgeld and McElroy (2011) suggest that this risk-based approach is only one of at
least four frames through which adaptation responses can be identified, defined and
acted upon. Other frames include a hazards approach, closely linked to disaster risk
management; a vulnerability approach, which considers vulnerability in the broader
context of interactions between climate and society; and a resilience approach,
emphasising the ability of groups or communities to cope with the external stresses
and disturbances as a result of social, political or environmental change. By looking
beyond the risk-based approach, more effective strategies may be developed that
take into account whole system vulnerabilities that have qualitative as well as
quantitative manifestations (Kennedy et al 2010).

Adopting broader-based strategies requires not only the additional resources
required to implement complementary responses, but also the support of other tiers
of governance that have responsibility for intersecting components of whole systems.

Connectivity

This paper has described a number of networks and alliances in which the CoM
participates either formally or informally. These enable the CoM to share its
experiences and learn from others confronted by similar issues. They also allow the
members to form a critical mass that can put forward common concerns or advocate
common positions more forcefully. But they can also act to make it easier for others
to interact more efficiently with a larger number of actors multilaterally than if they
had to do so bilaterally. These networks therefore, may reduce the transaction cost
of the coordination between tiers of government strenuously advocated in the
literature and also by stakeholders. In the case of the C40 Cities, a group of 40
Councils from around the globe of which the CoM is a member, a network can also
act to benchmark adaptation progress and achievement (C40 Cities 2012).

The value of networks is not lost on the CoM. Not only does it actively participate in
them, it has established an Inner City Climate Adaptation Network comprising 34
member organisations. The network, launched on 30 August 2012, seeks to facilitate
information sharing on specific adaptation issues.

While climate change adaptation demands a certain level of local specificity in terms
of responses, in reality many responses may share foundations in the impact they
are attempting to address or in the knowledge, skills or experience that are needed
to underpin the response. Networks can play an important role here in allowing
members to access these and other resources (Tompkins and Adger, 2004).

Moreover, from a systems thinking perspective, complex systems connected
ecologically, atmospherically, hydrologically, economically and/or socially, networks
and alliances can help avoid severing critical links. A resilience approach to
adaptation would suggest that it may not be the formal institutions of multi-scale,
multilevel governance systems that are most critical, but rather the informal networks
that contribute to building resilience (Folke 2006).
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Integration and feedback

Being the Council, with the most comprehensive, studied and cited strategy,
engaged in the implementation of a climate change adaptation strategy, the CoM
has few precedents to draw on to suggest how it should coordinate, implement,
monitor and evaluate the strategy’s multi-faceted activities and responsibilities.
Coordination of the strategy draws on limited but highly dedicated staff resources.
This further highlights the value of networks, previously discussed, in providing
encouragement as well as feedback. The C40 Cities initiative is also an important
element of gaining feedback on the CoM’s performance benchmarked against other
member Cities.

Conclusions

A number of findings from the case study are of cause for concern, because failure
to act on them in the past represents an institutional failure. In particular, the need for
greater coordination between all three levels of government is required so that the
implementation of local adaptation strategies is not undermined by conflicting visions
for development at the Council and State Government levels. This should be of
concern to the Australian Government where it invests in risk assessments and local
adaptation planning that processes that are not given due consideration in
adaptation responses.

A highlight of the case study was the tension caused by funding for adaptation
largely being project based, and therefore encumbered with quantitative outcome-
based accountability measures inconsistent with the nature of resilience. As such,
proposals for many activities are couched in terms of short-term demonstrable
outputs that largely leave no legacy in terms of long-term adaptive capacity or self-
sufficiency (including transitions to self-funding). One contributing factor to this form
of maladaptation has inadvertently been the narrow risk assessment framing through
which adaptation options are identified and pursued.

Alternative ways of framing adaptation include the hazards, vulnerability and
resilience approaches. Different approaches to framing assessments and adaptation
planning can result in significantly different adaptation plans, and therefore
significantly different responses. This is because each framing has biases towards
different institutions, disciplines, professions and types of people, all with different
methods and processes. With each of these come diverse perspectives of what the
problem is and what the solutions might then be.

City of Melbourne council received funding under the Commonwealth LAPP enabling
the development of the comprehensive CoM CCA Strategy. In keeping with the risk
management framework of the LAPP, the adaptation designated ‘high value’ by CoM
focused on risk, rather than accounting for vulnerability or a hazards approach and,
on examination, appear to be directed towards low cost and high feasibility
adaptation options rather than those enhancing resilience for the impacts
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hypothesised for the City of Melbourne due to it location (sea level rise, water supply
stress and incidence of dangerously high urban temperatures).

It also emerges that despite an overlap with jurisdiction and responsibility with the
state government, it is federal policy initiatives and funding that provide the impetus
of climate change adaptation strategies and measures. The CoM does fund climate
change initiatives in its own right but so far they are directed towards mitigation and
energy saving and efficiency. Their reliance on grants for adaptation initiatives then,
fosters strategically useful tasks and projects but does not provide for long term
adaptation investment which supports community and business resilience beyond
short term risk management.

Local governments target and choose federal discretionary funding, framing their
initiatives in terms that satisfy discretionary funding award requirements, as a
consequence of state governments shifting responsibility to the local level without
providing supporting funding. Local governments may also need to align their
development strategies with state governments where there is overlap across
jurisdictional boundaries which can prove problematic if state governments then
decide to excise a district from local government control. In short there can be a lack
of co-ordination and integration between the three levels of government, hitherto and
issue with sustainability and now manifest with climate change adaptation.

This lack of co-ordination has resulted in councils forming their own networks and
associations to around issues where direction and guidance from other levels of
government is lacking. This also allows for a sharing of resources and efficiencies
not possible when dealing with state and federal governments and agencies as an
individual council rather than an interest group or cluster of interested parties. The
lack of intra-governmental co-ordination contributes to the fragmented approach to
climate change adaptation across the city of Melbourne.

Another outcome in the absence of co-ordination is conflict, in the domain of
planning, where local planning regimes may fall foul of state planning aspirations, for
land use and development or the objectives of federal policies seeking to enhance
climate change adaptation. There is an increasing tendency at local level to devolve
regulation from planning and leave decision making to the free market. Here, the
discretionary system discourages regulation following the market approach wherein
benefits to the city beyond economic growth are rendered incidental. This approach
forfeits the opportunity that regulation provides for flexibility and the wider benefits of
some prescriptive outcomes, such as inspiring development aligned with social and
environmental as well as economic goals. Adaptation is not forgotten in this market
approach but is catered for by increasing timeframes for durability and which, by
inference alone, may increase resilience.

Insufficient clarity, leadership and co-ordination in a multilevel governance regime
can potentially lead to maladaptation, where a lack of co-ordination may ultimately
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prove counterproductive to wider adaptation efforts in the future. In addition to the
difficulties at lower levels of government, higher levels of government also risk
foregoing the opportunity to learn in the spirit of adaptive policy.

Most local governments are not as well-resourced as the City of Melbourne, but even
this Council struggles to gain access to the timely scientific, social and economic
evidence to underpin policy decisions. While the impacts of climate change will differ
from local government to local government, consistency of information and
messages is important to gain confidence. There is a role not only for local and state
institutions to be involved here, but there is a role for national research institutions to
ensure data and analytical assumptions are benchmarked.
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CASE STUDY 6

Do Australia’s existing statutory frameworks, associated
institutions and policy processes support or impede national
adaptation planning and practice: the case of primary industries

Dr R Price (Australian National University)
Mr J Livingstone (Australian National University)

Introduction

A legacy of the past highly regulated nature of Australia’s primary industries sector is
that it is institutionally rich in terms of the government, quasi-government and non-
government institutions dedicated to industry policy, marketing, research,
development and extension. Many of these functions have been dealing with the
issue of adaptation in one form or another for close to two hundred years (Price
2012, 1994). Indeed, individuals involved in modern, largely western forms of
agriculture have been struggling with adaptation from the first day these non-
indigenous forms of food and fibre production were introduced to the one of the
driest (Davidson 1969), most nutrient deficient (Wild 1958) and climatically variable
(Cleugh et al 2011) continents on the planet. In essence then, adaptation is not a
new concept in Australian agriculture.

Considering that the Australian primary industry sector has long been highly
sensitive to the impact and implications of climate variability, and that this variability
is likely to increase under scenarios of climate change (Nicholls and Alexander
2007), it is hardly surprising that the sector’s constituent members have been active
participants in national climate change forums and strategies for more than two
decades. This may be fortuitous given agriculture contributed to 16.8% of Australia’s
greenhouse gas emissions in 2005 (Garnault 2008), rising to 23 % when taking into
account the energy and transport used by the agricultural sector (Hatfield-Dodds et
al., 2007). The lower figure alone makes it the second largest greenhouse gas
emitting sector behind stationary energy (AGO 2007). Perhaps because of this,
national frameworks for addressing climate change issues in the sector are relatively
mature compared to those in other sectors and so provide a good basis for
assessing whether such frameworks support or impede national adaptation planning
and practice. This paper undertakes such an assessment within the context of a
broader, overarching project designed to provide a better understanding of the
drivers and barriers to successful adaptation. By exploring federal statutory
arrangements and policy settings, the project is intended to generate much needed
knowledge and understanding on the role of the federal government in climate
adaptation planning and practice. In doing so, it may potentially make a significant
contribution to the development of a strategic, national adaptation policy framework
in Australia (Hussey et al 2012).
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Methods
The two overarching project objectives of this case study are:

o to assess the extent to which current policies and institutional arrangements
promote or impede climate adaptation in practice (the ‘practice objective’);
and

o to make a significant contribution to the development and implementation of a

strategic national policy framework (the ‘framework objective’).

The primary industries sector was selected as the second of the cross-mechanism
case studies because of the rich diversity of national policies, frameworks and
institutions associated with the sector for nearly two centuries (Price 2012). Table
B.4, for example, shows how this diversity corresponds to each of the mechanisms
identified in the methods for the project paper as a whole (see Appendix A).

Table B.4: Examples of the relationship between the Case Study Matrix and
primary industry policy and institutional mechanisms

Mechanism Examples in Primary Industries

e COAG Standing Council of Primary Industries and its
cascading subsidiary committees, including the Climate
Change Research Strategy for Primary Industries

1. Inter-governmental
function

2 Intra-qovernmental | ® Regional NRM delivery through catchment management
’ 9 agencies aligned to state portfolios, local governments and

el regional development authorities
e State land-use regulations, including pollution emission laws
3. Regulation by e Environmental Protection and Biodiversity Conservation Act
prescription (including its relationship to the Clean Energy Future

Biodiversity Fund)

4. Planning processes | e State and local council land-use zoning

e Carbon Farming Initiative (Action on the Ground Program)

& [RUT g UG ol ¢ Rural Research and Development Corporations

e Carbon Farming Initiative (Filling the Research Gap, Carbon
Farming Skills Program and Extension and Outreach
Program)#

e FarmReady Program (including Reimbursement Grants and
Industry Grants initiatives)

6. Information and
analysis function

e Statutory arrangements for primary industry R&D investment,
including enabling legislation for levy collection
e Water trading

7. Supporting market
arrangements

The paper explores each of these mechanisms in detail, and evaluates the outcomes
of that analysis against the resilience framework developed for the project as a
whole (see Hussey 2012).

Statutory Frameworks, Institutions and Policies for Climate Adaptation 175



Discussion

The practice objective

Perhaps more than any other industry sector, primary industries have been the most
active in their interaction with climate change discourse and initiatives. This is
despite a relatively high level of climate change scepticism among its participants.
One reason for this seems to be the proliferation of industry specific institutions that
elsewhere have been described as boundary organisations. That is, these
institutions have a close tie to government through their legislative base, funding
mechanisms or both, but also have a close tie to primary industry stakeholders
through levy collection, investment mechanisms, governance arrangements and
strong industry credibility. These organisations have enabled government to deliver
various climate change initiatives in return for continued support and government
matching of industry levies. Combined with strong statements from government
about what it expects to see for its matching contributions, this acts as a very
effective and efficient means of reaching agricultural business more broadly as well
as in leveraging private (industry) investment in climate change activities.

With respect to adaptation initiatives in particular, primary industries have a strong
history of investment in this kind of research and practice change, particularly in
respect to adaptively managing the vagaries of climate variability. On the face of it,
the leap to adjusting to climate change should not be too difficult; however the
assumption made by most of the industries is that the many years of incremental
change that these industries have actively pursued will automatically be sufficient to
address climate change. For some industries and for some regions this assumption
may hold true while for others it may not. Adjustments beyond the incremental are
difficult for many traditional farm families and businesses, where risk aversion is a
dominant culture. And while many industries have claimed that they have built their
success on their capacity to adapt, in reality, recent surveys have shown that only
around one third of farmers and graziers are now actively participating in the process
of innovation (Instinct and Reason 2009).

This paper has shown that primary industries are subject to almost every
conceivable form of government function and process of market intervention
conceivable. For this reason, it is hardly surprising that industry participants continue
to rely on peak representative bodies to act on their behalf not only in policy debates
but also in interpreting the implications of government policy. Most of these peak
bodies also have close links to the industry institutions that participate in the
implementation of various government programs. Many of these bodies also acted
for some time to counterbalance powerful monopolies such as some of the
international plant breeding and chemical companies (Manwell and Barker 1988).
However, while these bodies may have facilitated the capacity of government to
implement certain policies to an otherwise non-receptive stakeholder base, they may
also have contributed to conflicts between the different policy mechanisms and
functions this paper has outlined (e.g drought relief funding).
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Many of the conflicts are based on an inherent tension between i) productivity growth
and its consequences for industry profitability, export growth and industry
contribution to national GDP, and ii) the need for sustainable production systems that
minimise externalities and where possible even restore degraded environments. In
part, the effort to achieve the latter has underpinned the substantial contribution
being made by government and industry to reduce the carbon emissions, including
greenhouse gasses such as methane, from agriculture, as well as to increase the
carbon storage capacity of agricultural land. Yet tension such as this mobilises
support bias towards one or the other outcome (productivity versus conservation)
despite rhetorical acknowledgment of the need for balance. This need for balance
often manifests in separate programs aimed at each outcome, frequently without
either administrative or on-ground coordination of each. The example of drought
safety-net programs not requiring evidence of sound risk management (including
financial management and groundcover management strategies) is one where the
messages are inconsistent with those dealing with climate change adaptation. In
short there are many programs which are inconsistent.

The science capacity dealing with agriculture and natural resources, while dwindling,
is at the forefront of research bringing climate and other future scenarios together
with on-ground decision making and practice. Indeed, much of what we know about
adaptive management comes from the collective fields of science and social science
working on rural and regional-scale issues and opportunities. These disciplines are
not always well integrated, but this is often a problem of program management rather
than information or science management. Moreover, many of the advancements in
integrating the long-term science of climate change with the shorter term science of
climatology and weather have been advanced by primary industry investment (as
well as by the airline industry).

In essence, the supporters and impediments to adaptation in the rural industries
appear to be:

Supporting factors

e The capacity of industry-funded institutions involved in the innovation process to
provide a credible conduit for coordinating significant public good programs such
as climate change policy initiatives;

¢ Institutional arrangements that enable government investment to lever private
(mostly levy) investment;

e The strong ties between science and extension, including through the process of
participatory research, to enhance adoption of adaptation strategies;

e A long-standing, sizeable and talented research capacity to provide the
supporting science behind decision making, including adaptive management.
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Limiting factors

¢ The mixed messages inadvertently sent by different policy interventions aiming to
achieve conflicting outcomes;

e Poorly designed programs aiming to achieve multiple outcomes that might be in
conflict unless well integrated (often requiring additional management expertise
not available to policy organisations);

e Uncoordinated policies and programs administered by different portfolios where
the nature of programs may be judged on the attributions stakeholders give to the
administering body rather than on the merits of the policies and programs
themselves.

The framework objective

There is perhaps no more comprehensive an approach to climate change adaptation
in Australia than across the primary industries sector. COAG’s National Primary
Industries Research, Development and Extension Framework, encompassing a
Climate Change Research Strategy for Primary Industries that involves the
Australian Government, all State governments and most agricultural industry sectors,
is the tip of an extensive network of activity demonstrating that the various policy and
institutional functions at the disposal of government seldom operate in isolation from
one another. This is not a weakness that could otherwise reflect a diminished focus
on the few areas where government and industry can come to agreement. Rather, it
reflects a capacity for each mechanism to build on the strengths of each other. For
example, the Funding Function is most effective when it works with the Information
and Analysis Function and the Market support mechanisms; that is ensuring new
knowledge is linked to effective, participatory learning models that are coordinated
through market oriented bodies with high stakeholder credibility.

These interrelated mechanisms have proven to be successful in building industry
commitment to climate change activities, despite a groundswell of scepticism at the
individual stakeholder level. This has been made possible because ultimately what
has been supported has not been far removed from past stakeholder investment
experience (e.g. in adaptation to climate variability). It has also been made possible
by long-standing institutional arrangements that enable climate change investments
to be transparent through formal co-investment processes. Moreover, these
transparent arrangements involve well-resourced industry owned organisations as
relatively equal partners.

The bias in the overall primary industries framework is overtly towards research
rather than specific practice change. However, unlike many industries, the primary
industries can get away with this owing to the close connection between issue
prioritisation, research investment, market contextualisation and practice change
processes. This is critically important where the most significant common
denominator, the individual farmer, is also the key adaptation decision-making entity.
If investment takes place acknowledging and even stimulating these linkages, then
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an investment in climate change research can ultimately be an investment in climate
change adaptation.

In reality, even at the highest order of intergovernmental frameworks, those
participating in the primary industries are subject to many different and overlapping
frameworks. For example, farmers are major stakeholders affected by the Murray-
Darling Basin Plan, yet despite the potential rural adjustment and unplanned
adaptation processes the Plan will trigger, beyond investment in irrigation
technologies there is little connection between the Plan and the climate change
adaptation frameworks of primary industries. This is in part due to distinctions
between government water and landuse institutions where the connections between
the two are weak.

Frameworks

In essence, the lessons for adaptation strategies beyond the primary industries
include:

¢ Intergovernmental functions and frameworks benefit from close, formal and
ongoing engagement with industry and other stakeholder groups, particularly
where a strategy relies on co-investment;

¢ Frameworks that involve research investment need make tangible linkages
between prioritisation, co-investment and practice change. This is not a linear nor
academic process and requires considerable facilitation resources;

e Frameworks need to build on problem definitions that identify whether solutions
need be incremental or transformative, with investment and activity and policy
direction clearly aimed the decision-making steps required to achieve these very
different outcomes.

As a final conclusion, if the primary industries case study tells us anything, it is that
climate change adaptation is a process and not a neatly contained, measurable, time
bound, tangible activity. The primary industries have been adapting to climate related
challenges in Australia with and without government intervention for two centuries in
Australia; a long, gradual journey in the search for sustainability (including its
economic forms) and resilience. As other case studies have shown (e.g. Price et al
2012) adaptation does not result from project-wrapped investments. Such
investments create the impression of busyness but rarely lead to the outcome of
long-term resilience. This suggests a greater reliance on strategic frameworks,
coordination, information, regulatory and market-based mechanisms over traditional
funding mechanisms as a means of enhancing primary industry adaptation to climate
change.
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CASE STUDY 7
Climate change adaptation and floods

Ms Caroline Wenger (The Australian National University)

Introduction

2010-2011 saw some of the biggest flood events in Australia’s history, with
approximately 80% of Queensland declared a disaster zone and extensive flooding
in other eastern states, notably Victoria. Flooding is the most expensive natural
hazard in Australia and the federal government allocated 5.6 billion in recovery
funding to Queensland alone, primarily to restore public infrastructure (BITRE 2008;
Gillard 2011). Climate change scenarios predict an increase in intensity and
frequency of flooding, potentially exposing Australia to even greater damages in the
future, and making this a key area for improving adaptive capacity.

The large scale of events, the number of lives lost and the scale of the damage
incurred prompted numerous inquiries and review processes by different
governments and organizations. A project funded by NCCARF under its synthesis
and integrative program analyzed these reviews® to determine if they offered any
lessons for climate change adaptation (referred to in this paper as the SIRP Report)
(Wenger, Hussey et al. forthcoming). The project identified inadequacies in
institutional and regulatory arrangements, development planning and funding
mechanisms and overwhelmingly pointed to the need for improvements in non-
structural measures, particularly in the preventative and preparation phases of
emergency management. It also found that adaptive approaches that are proving
successful and cost effective overseas are largely unknown in Australia, and would
have difficulty being implemented under current arrangements.

Accordingly, this paper will explore flooding from the perspective of government
function to determine:

e current policies and institutional arrangements in place to address flooding
e the types of reforms that would be required to reduce Australia’s vulnerability to
flooding in the future.

® Australian reviews studied for the SIRP report include: the Queensland Floods Commission of
Inquiry (referred to in this report as the QFCI); the Victorian Review of the 2010-11 Flood Warnings
and Response (referred to in this report as the Comrie Review); the Brisbane Flood January 2011:
Independent Review of Brisbane City Council’'s Response; and the Environment and Natural
Resources Committee Inquiry into Flood Mitigation Infrastructure in Victoria (referred to in this report
as the ENRC Inquiry). Other reviews were referenced but not studied in depth.
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Methodology

Prevention, Preparation, Response and Recovery, otherwise known as PPRR, is the
standard emergency management framework used in Australia (EMA 2004; COAG
2011). Its advantage, as well as being widely understood by flood managers, is that
it divides disaster management into temporal phases. Past research indicates that
intervention in the more proactive prevention stage, is more effective and cost
efficient than interventions at later stages (BTRE 2002). These findings were
supported by the SIRP Report.

Floods are not only disasters. Australia’s carryover water storage system depends
on them. Managed well, flooding can replenish groundwater, restore ecosystems
and boost economies. How Australia manages floods will be vital for its adaptation
to other climate change impacts such as drought.

Adaptation to climate change in the context of flooding can encompass many
different strategies, including protect, accommodate and retreat options. In terms of
protection, structural measures such as constructing flood walls, dams and levees
are options often called upon, though in the long run, this approach can be
maladaptive, having adverse environmental impacts, transferring problems
elsewhere or leading to a false sense of security that increases vulnerability when
defences are overcome. Another approach is to ensure land use and/or building
design that is compatible with flooding. For this to be effective under climate change
conditions, it is important that future risks are assessed and incorporated into
planning processes. Where accommodating floods is not feasible, relocation can be
used to remove people from hazardous areas, and this can be combined with land
use changes so that affected areas can continue to be used. Other adaptation
strategies can include improved planning and response mechanisms for large scale
emergencies that enable joined up capacity across different agencies, coupled with
improved community awareness and self-sufficiency. Many of these can be hard to
sustain during extended periods between large flood events. Moreover, some note
that non-structural methods of prevention, such as land use planning and building
standards, are more effective than attempting to modify human response behaviour
through public education, warning systems and emergency response (Comrie 2011:
191). The emphasis of this paper is therefore on identifying the drivers and barriers
to more proactive prevention approaches to flood management.

The analytical framework used is that developed for the larger project (see Hussey
2012), such that the institutional arrangements are analysed according to the seven
key governing mechanisms: inter-governmental function, intra-governmental
function; market mechanism; information and analysis function; regulation; planning
and strategic decision-making; and funding. Those institutional arrangements are
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then evaluated against the ‘resilience’ framework: clarity of purpose; diversity;
connectivity; and integration and feedback.

Discussion _on_the extent to which _adaptation _characteristics are
evident

Clarity of purpose

Information about climate change impacts on flooding is not lacking and much work
has been done at all levels of government to identify these impacts and assess risks.
These are used liberally to justify proposed adaptation activities.

Numerous intergovernmental initiatives, including national strategies, arrangements,
agreements, frameworks, action plans and roadmaps provide an agreed national
approach to flood problems, including exacerbated risk from climate change. The
approach in terms of disaster management is ‘resilience’, which encompasses both
root causes and symptoms. As resilience is such a broad term, it is sometimes hard
to distinguish the specific aspect of the problem that some measures are intended to
address. Some, such as the National Partnership Agreement for Natural Disaster
Resilience, while ‘sold’ as the federal government's contribution to disaster
mitigation, actually address symptoms as well. Contradictory definitions of the word
‘mitigation’ obscure the Agreement’s true purpose. However, some recognized
methods of flood prevention are understood and are included in initiatives aiming to
adapt to climate change. The prevention focus is on improved development
controls. Measures such as relocation appear to be less systematically supported,
while ecosystem approaches to flood management (that can help mitigate existing
as well as future development) are not yet widely understood.

Inconsistent legislation and processes for addressing flood risk at the state level
reflect conflicting development policies. This makes it difficult for different institutions
to have a good understanding about what is expected of them in terms of flood
prevention and management. This lack of clarity about policy priority in different
situations results in a lack of shared responsibility and institutions that work at cross
purposes.

Diversity

Flood management is all inclusive. Evidence from all mechanisms indicates wide
stakeholder engagement across different levels of government and portfolios,
research institutions, industries and communities, even to the individual level.
‘Shared responsibility’, promoted by intergovernmental arrangements fosters this
involvement.

At the federal level, the strengths of different agencies are combined to implement
the National Flood Risk Information Program, which works with state governments
and local governments to make information about flood available to all. In turn,
guidelines produced by the federal government aim to improve quality, consistency
and comparability of flood information commissioned across the country by other
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entities. The aim is for everyone to have access to the flood risk information they
need to make development, mitigation or purchase decisions.

Examples from local government include climate change alliances. These not only
build synergies across other municipalities within a region but also enable better
access to federal government grant schemes. Many of them have wide stakeholder
involvement including with industry and research institutions to fund adaptation
projects tailored to the local level. Federal government has actively supported such
partnerships through grants schemes such as LAPP.

Issues arise at the local level due to resourcing constraints. Many do not have the
means, either financial or technical, to undertake flood studies or assess flood
information. The Productivity Commission suggests that this could lead to shortcuts
in decision making processes that are otherwise costly in time and effort
(Productivity Commission 2012: 109-110). For adaptation to actually be
implemented there needs to be a wide skills base and financial resources on the
ground, coupled with strong policy leadership and guidance from state government.

Connectivity

Networks related to flooding are of varying robustness. The ‘bottom up’ networks
studied in this paper, such as local government alliances and natural resource
management bodies appear very strong and effective. They involve large numbers
of stakeholders and have a diverse funding base; the loss of one will not make a
large difference. While their objectives continue to remain relevant and they
continue to deliver results, they are unlikely to fail.

Not all networks are as successful. The vast majority of recommendations in recent
flood reviews pointed to a need for better governance, coordination, integration,
accountability, oversight, communication, and other socio-institutional issues.
Administrative systems, operating as networks across portfolios, do not always
function effectively. As demonstrated in the section on intra-governmental function,
network failure resulted in non-compliant planning schemes that did not incorporate
flood controls. This is likely to be a consequence of conflicting portfolio agendas and
a lack of policy leadership.

While duplication and overlap seem to have occurred in some areas, this is not
always useful. The strategies, plans and arrangements in place for emergency
management are profuse and somewhat confusing to negotiate. It seems likely that
some, such as the National Framework for Disaster Resilience might be redundant
now that the more detailed NSDR is in place. The complexity may have led to some
strategies being overlooked or given only cursory attention. Implementation of the
MCPEM Climate Change Adaptation Plan, for example, appears to be less than
thorough.

Information and analysis is of great importance as a prerequisite to implementation
of climate change adaptation. The production of this information is from diverse
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sources, with multiple sources of funding that address the needs of different
stakeholders. In this instance, overlap is positive, in that a broad range of strategies
can be explored and all sections of society can be reached. However, there are
problems associated with the vast number of tools, approaches and methodologies
available to managers, in that it causes confusion about which to use (Productivity
Commission 2012: 129).

Integration and feedback

Floods are not only disasters. Australia’s carryover water storage system depends
on them. Managed well, flooding can replenish groundwater, restore ecosystems
and boost economies. How Australia manages floods will be vital for its adaptation
to other climate change impacts such as drought.

Currently Australia does not capitalise on its flood opportunities. Highly regulated
water management in Australia eliminates smaller high-frequency floods, which
might otherwise replenish watertables and restore natural assets. Not only does this
reduce Australia’s preparedness to deal with large magnitude events but it can also
increase the negative impacts of large scale events, for example, resulting in
blackwater events® and degraded, unconnected wetlands that are less able to
mitigate flooding.

Another issue hampering the management of floods is that humans and ecosystems
function with different geographic and temporal boundaries. Flood management
needs to consider whole catchments and cumulative impacts when assessing
development and flood mitigation alternatives. Unless planning and management
can be carried out on a catchment scale by organisations with sufficient technical
expertise and a long term perspective, the interaction between floods and humans
will continue to be harmful.

Legislation and development planning systems currently have an inconsistent
approach to flood risk. Opposing policy objectives, such as affordable housing and
short term financial concerns conflict with concerns about flood safety and long term
damage costs. This reflects a lack of policy leadership about approaches to flood
risk by state governments. The situation is not assisted by current arrangements for
payment of damage costs, which are largely paid for by the federal government, thus
externalising the consequences of this lack of leadership. If policy conflicts are not
resolved, flood costs will continue to grow under climate change scenarios,
compromising Australia’s economy and the wealth of its citizens. The money that
could have been spent on mitigating climate change and developing adaptive
strategies will be wasted on avoidable damage costs.

® Blackwater events occur during floods as a result of rapid breakdown of organic matter. This
depletes dissolved oxygen levels in the water (also causing water discoloration) and commonly
results in fish kills. Blackwater events are worsened by higher temperatures that accelerate the decay
of matter. Blackwater events are believed to have worsened due to water regulation which eliminates
small floods thus allowing longer accumulation of large amounts of organic matter. This is expected
to be exacerbated by prolonged droughts associated with climate change.
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As discussed in this paper, policy conflict is not confined to state governments.
Recent development projects located in flood prone areas have also been funded
through the federal government's economic stimulus package. Leadership is
required at all levels to resolve policy conflicts and to develop consistent legislation
and planning processes accordingly.

The federal government has been making increasing efforts to address prevention
through coordination and leadership of initiatives such as the Enhancing Disaster
Resilience in the Built Environment Roadmap. However, some of the government’s
stated objectives, such as the integration of climate change impacts into the Building
Code of Australia, have so far failed (Australian Government 2010: 119);
(Productivity Commission 2012: 155). The federal government’s current focus on
resilience, which covers all aspects of flood management, obscures a desirable
emphasis on prevention. Moreover, prevention needs to be better integrated into the
federal government’s disaster recovery efforts. Simply rebuilding is ‘reinvesting in
disaster’’.

Activity on all levels contributes to information about flooding and key aspects, such
as weather patterns and projected climate change impacts continue to be monitored
and reported by organisations such as the Bureau of Meteorology and CSIRO. This
information is used as a basis for research, debate and action. Ecosystem
researchers and state government natural resource management agencies are
investigating the potential for ecosystem approaches to flood management
(Queensland Government 2012; State Government Victoria 2012). However, there
is a current divide between floodplain managers with a natural resource
management background and flood managers with an engineering background.
Professional training needs to be better integrated so that there is consideration of all
options on a case by case basis. Methods of cost benefit analysis have been
developed overseas to compare the merits of flood mitigation options and these
could be applicable for use in Australia.

Flood reviews are a major feedback mechanism and these were studied
comprehensively in the SIRP report. The report found that none of the reviews
studied by the project included climate change in their terms of reference and only
ad hoc mention was made of climate change in the body of the reports.
Consideration of the adequacy of arrangements in place to address flooding was
retrospective rather than considering future conditions (Wenger, Hussey et al.
forthcoming). This narrow analysis of events will be of limited value in helping
Australia to adapt to future threats. Review of the performance of the QRA as a
model for flood recovery would be beneficial as initial indications are that it has
focused efforts and achieved several successful outcomes, including basic flood
mapping for all Queensland floodplains.

" Charles L. Hardt, Tulsa Public Works Director, 1993. In NWF, 1998: p.144.
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Conclusion

Analysis in this paper suggests that aspects of flood management most in need of
attention are:

e assessment of the adequacy of current planning instruments to accommodate
climate change
e consistent policy, legislation and planning processes to ensure that future
flood risks are assessed and addressed
o sufficient resources for local government (both technical and financial) for on
the ground flood prevention and mitigation
e significant increase in funds available to flood prevention/mitigation to reduce
long term damages, in particular for:
0 basic nationwide flood mapping
0 sophisticated flood mapping in urbanised and developing areas that
includes worst case scenarios, projected population and development
and flood consequences
o0 improved development planning
o relocation of those most at risk and reassignment of land to flood
compatible uses
0 recognition and support for ecosystem approaches
¢ flood recovery strategies that merge with prevention to increase future
resilience
e administrative structures that enable a catchment based approach to flood
management
e integration of ecosystem approaches into training for flood managers, coupled
with community education programs.

Major impediments to achieving these objectives include conflicting development
policy objectives, many of which value short term development gains over long term
disaster prevention; the non-mandatory nature of many current provisions relating to
flooding; insufficient investment in prevention (as opposed to relief and recovery);
disincentives such as badly targeted flood relief and lack of financial consequences
for those making risky development decisions; planning that is based on
administrative boundaries rather than natural geographic ones; planning tools that
are inadequate to address future risks; and inadequate resourcing, particularly for on
the ground implementation. Potential financial consequences are a major barrier
that inhibits local government from using flood information and applying appropriate
land use and development controls, particularly if this means land has to be
‘downzoned’.
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