


Stakeholder Management in
Large Complex Programs

Key Points

| Traditional six-step stakeholder management process is described.

I Stakeholder management responsibilities are outlined.

I Multi-stakeholder environments are discussed and the importance of stakeholder trust emphasized.

| Stakeholder engagement strategy guidelines are provided and best practices highlighted.

I The importance of “influencing flows” on stakeholder engagement and the cascading impacts on
projects are introduced.
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Stakeholder Management
Stakeholder management can be viewed as consisting of six principal steps. These steps include:

{ Step 1 - Stakeholder Identification
1 Step 2 - Stakeholder Mapping

1 Step 3 - Stakeholder Issues

1 Step 4 - Stakeholder Objectives

{| Step 5 - Stakeholder Engagement
{| Step 6 - Stakeholder Management

Apportionment of responsibilities between the owner organization (including the owner’s Program
Management Office), the program manager, and project contractors will vary. The following table
provides a typical apportionment of responsibilities between the owner/program manager and the
project contractors.

Stakeholder Management Responsibilities

Owner/Program Manager Project Contractor







issues tracking, reporting, and
strategy development.



Program Manager

Program Management Advisory Boards

Program Management Team Members

Program Staff

Project Managers

Project(s) Managers

Project Team Members

Contractors Contractors

Key Suppliers

Operations Management

Oversight Program Management Office

Owner Functional and Corporate Organizations

Owner’s Board of Directors

Financial Equity Investors
Debt Providers
External Local Community Groups

Special Interest Groups

Labor Organizations and Trade Unions

Media

Government Regulators at All Levels

Government Agencies

Customer Customers or Facility Users

This stakeholder identification process is carried out both at the program level and at the project level,
with the program manager developing an initial identification of individual project level stakeholders.

Based on this initial project level stakeholder identification, the program manager identifies an initial set



The program manager carefully defines the level of detail and characterization required by the various
projects of the stakeholders acting upon their individual efforts.

Project contractors then complete identification of project level stakeholders consistent with program
requirements established by the program manager.

Step 2 — Stakeholder Mapping

Having identified the universe of potential stakeholders, the program manager must now seek to
understand how these stakeholders may relate not only to the program but also to each other.
Stakeholder groups with conflicting and complementary objectives must be understood. Stakeholders
who provide tacit leadership or financial support to one or more of the stakeholder constituencies must
also be recognized in order to design appropriate stakeholder messaging and engagement programs.

Construction of one or more relationship maps among the stakeholders identified during the
stakeholder identification process provides an effective tool for understanding these inter-relationships.
Typical relationship maps will address the owner’s organization; governmental agencies and authorities;
financial and investor groups; key external stakeholder groups. An example of one such relationship map
is illustrated below.

A word of caution is in order. It is important to remember that “The map is not the territory.”
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Other relationship mapping techniques exist and include:

1 Classification of stakeholders based on:
o power to influence.
o stakeholder’s relationship with the program.
o importance of their issues to the program.

1 Mapping stakeholder expectations based on:



o value hierarchies.

o Key Results Areas (KRASs).
1 Ranking stakeholders based on:

o needsvs. wants.

o importance to other stakeholders.
{ Ranking stakeholders by their:

o threat potential.

o potential for cooperation.

Various graphical presentations have been developed and include two-dimensional n x n matrices such
as the 2 x 2 influence-interest matrix shown below as well as three-dimensional models (power, interest

and attitude; Murray-Webster and Simon 2005) and radial models (The Stakeholder Circle; Bourne
2007).

A third dimension may be introduced into the more traditional 2 x 2 matrix through color coding of
stakeholders or variance of the circle sizes, locating them in this 2 x 2 space.

Dimensions against which evaluation of stakeholders for purposes of mapping may incur can include:

1 Interest (high, low)
{1 Influence (high, low)
1 Power (high, medium, low)






With respect to the competition of stakeholder objectives with a program’s financial returns, it is
necessary to ensure the full life cycle returns are being considered. Meeting stakeholder objectives
should act to maximize these long-term returns compared to what the situation would be in the absence
of satisfying these objectives. This leads to a more rational framework for evaluating and responding to
the objectives of each stakeholder. For example, when dealing with a regulatory authority, failing to
meet their bona fide regulatory objectives could result in denial of a construction or operating permit.
Such a situation does not result in attractive financial outcomes.

Step5—
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Good stakeholder engagement programs are characterized by:

I Timely and Comprehensive Information Disclosure
Factual information
0 Earliest possible disclosure
= Understand timing related risks
0 Readily accessible
0 Respect for sensitive information
o0 Structured to facilitate engagement
f Early and Ongoing Stakeholder Consultation
o Founded on well-developed and well-communicated plan
o0 Consultation well-defined
= Purpose
= Any pre-conditions for consultation
= Affected stakeholders
O Issues prioritized
o]

@]
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I Stakeholder Negotiation and Building of Partnerships

(0}

O OO0 0O O OO0 OO OoO OoOOo

(0}

Well-defined framework for determining when negotiation is appropriate
Involvement of empowered representatives
Engagement free of intimidation

Agreement on key issues

Full disclosure of complete relevant information
Participatory not adversarial negotiation approach
Negotiating style focused on building partnerships
Sufficient time for decision-making

Sensitivity for cultural differences

Flexibility, consideration of multiple options
Commitment to compromise

Agreed to and documented outcomes

Establish basis for strategic partnerships

I Timely Concern or Conflict Management

(0}

O O 0 o o

(0}

Well-established process discussed with stakeholders before issues arise
Process formalized, documented, and communicated

Provisions for third-party involvement

Timely

Transparent

Documented and reported back to stakeholders

Preserve legal remedies

{| Stakeholder Involvement in Program and Project Monitoring

0}
(0}

Promote participatory monitoring of program activities related to key issue areas
Evaluate use of third-party monitors to add credibility to program actions

I Feedback to Stakeholders in the Principal Areas of Interest to Them

0}
0}
(0}

Pre-identified (and agreed to) information, format, and frequency
Report on overall stakeholder management program
Consider international standards for reporting stakeholder engagement

International Standards For Reporting Stakeholder Engagement

AA1000 Stakeholder Engagement Standard

Dow Jones Sustainability Index

FTSE4Good Index Series

Global Reporting Initiative (GRI)

Organization for Economic Cooperation and Development (OECD) Guidelines for Multinational Enterprises

SA 1000

UN Global Compact
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Step 6 — Stakeholder Management
Responsibilities of the program manager in stakeholder management typically include:

= —a —a _a

Overall program coordination and management.

Cross-program engagement strategies.

Emerging issues tracking, reporting, and strategy development.
Mentoring, developing, and coaching project level contractors on
stakeholder management

Comprehensive stakeholder identification and identification of emerging
and exiting stakeholders.
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Simplified Flows in a Project without Shareholder Driven Disruption

Although extremely simplified, the figure above illustrates that a certain level of turbulence exists even
in well-planned and executed tasks.

In the figure below (page 16), the impact of a process change driven by one or more stakeholders is
shown. Affecting stakeholders could have been political, regulatory, or judicial in nature or alternatively
the process change could have been driven by boards and investors as a result of changed market or
financial circumstances. Irrespective of which stakeholder originated the change, its impact is significant
as seen in the second figure. The particular change illustrated is shown to happen early in the project
development process, but the impacts of the change cascade through the entirety of project execution.
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Cascading Disruption in a Project Experiencing Shareholder Driven Changes

Task level activities are reconfigured, delayed, or experience more extensive rework as a result of
stakeholder-
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and project control efforts within the project context. Developing efforts in predictive analytics will
reveal degrading performance earlier and likely quantify its impacts if not addressed. But both efforts
fall short of what large complex projects demand, namely awareness and, where possible, influencing
the drivers of change themselves. Take caution when looking in all the wrong places, which may further
blind program and project management through assumptions that have been made at project outset
and that are taken as a “constant.”

Stakeholder management, as described previously, at least gets beyond the four corners of the project
but still must focus on watching for, finding, and, where possible, modifying the influencing flows that
will arise.

Sentries, Scouts, and Ambassadors

The nature of stakeholder engagement required by large complex projects requires three new
management constructs: sentries, scouts and ambassadors. Although these roles are undertaken
individually today, the degree of attention placed on them is inadequate for the level of stakeholder
risks faced by large complex projects.

Sentries is a term used to describe a set of outward facing project management efforts that go well
beyond environmental scans and stakeholder management. Sentries are on alert, constantly scanning
the horizon for new influencing flows and any changes in direction or strength. By their nature, sentries
will see such flows as they are approaching the project boundary, well before such influences have
crossed the boundary and begun wreaking havoc on the project activities within. Looking for impacting
changes arising external to the project is a significant first step. While some large complex projects do
make efforts in this regard, they often suffer from two shortcomings:

1. Failing to post sentries continuously along the entire border of the project.

2. Being blinded by assumptions that cause notice not to be taken of the gradual
migration of flows or, even worse, not even tracking influencing flows or changes
in direction or strength.

Scouts help program and project management to become one with the territory and not merely a
reader of maps. Scouts move about, observe, test, confirm, and pay attention to changes in the broader
stakeholder ecosystem. They provide an earlier detection system as well as a feedback mechanism to
allow management to plan for contingencies. Contingent execution represents an important capability
in the management of large complex projects. Scouts allow contingency planning to translate from a
purely academic exercise to one founded on observation and suspicion. Finally, scouts provide that
over-the-horizon observational capability that sentries alone cannot. They offer hope in preparing the
project to respond to upcoming changes driven by influencing flows rather than just recognizing the
impacts of these flows after they have already affected the project.
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Ambassadors represent existing stakeholder engagement efforts. These efforts are not sufficient in
many cases. Ambassadors must:

 Move beyond a binary understanding of a binary relationship. They must
understand all those acting upon the targeted stakeholder and the “regional” type
issues this and other stakeholders face.

{l Be part of the territory, not just be periodically passing through. They need to live,
breathe, and feel the pains and anxieties of those affected by the project. In many
ways they advocate not only for the project with sets of stakeholders, but also for
the stakeholders with the project. This duality of roles requires a level of
organizational and management maturity and is associated with a high level of
owner readiness and a long-term commitment to the project’s setting and
performance.

Together, sentries, scouts, and ambassadors provide a significant shift in project control efforts from
primarily internal ones, underpinned by the notion of a bounded project associated with classical project
management theory to a more balanced internal and external focus reflecting the semi-permeable
project boundary that is observed on large complex projects.

Emerging Actors and Non-Networked Agents

It may be tempting when considering both internal and external project actors to think in terms of
complex adaptive systems theory.* While this does well in describing many internal project activities and
response to changes, it falls short when a multiplicity of influencing flows arise simultaneously or when
these flows interact with planned transformational flows, creating new “induced flows” within the
project context. Knowledge flows in a networked multi-agent setting struggle to keep pace with change.
Here is where earlier awareness derived from scouts and sentries facilitate contingency planning and
better prepare the project to respond and adapt.

With respect to the external stakeholder ecosystem, the story is much different. Closer examination
may lead to two or more independent networks, breaking down the networked notion of complex
adaptive systems theory. Additionally, new non-networked agents may emerge with highly self-centered
and non-networked agendas. These non-networked agents have a highly disruptive effect not only on
the project but also on the entire stakeholder web.

Stakeholder engagement and adoption of new and expanded management constructs (sentries, scouts,
and ambassadors) that complement internal project management and control efforts are not optional

4 Complex Adaptive Systems Theory; An Introduction to the Basic Theory and Concepts; John Cleveland; Innovation
Network for Communities; March 1994; revised November 2005
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on large complex projects, but essential and must be continuously applied for program and project
success. Stakeholder management is a continuous and evolving process, not a one-and-done approach.
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