B Loughborough
University

This item was submitted to Loughborough’s Institutional Repository
(https://dspace.lboro.ac.uk/) by the author and is made available under the
following Creative Commons Licence conditions.

@creative
ommon

COMMONS D EE D

Attribution-NonCommercial-NoDerivs 2.5
You are free:
» to copy, distribute, display, and perform the waorlk

Under the following conditions:

Attribution. ¥ou rmust attribute the wark in the manner specified by
the author or licensor,

MWoncommercial. vYou may not use this work for commercial purposes,

Mo Derivative Works, vou may not alter, transform, or build upon
this work,

& For any reuse or distribution, vou must make clear to others the license terms of
this work,

® Any of these conditions can be waived if you get permission from the copyright
holder,

Your fair use and other rights are in no way affected by the above.

This is a hurman-readable summary of the Legal Code (the full license).

Disclaimer BN

For the full text of this licence, please go to:
http://creativecommons.org/licenses/by-nc-nd/2.5/




Conceptualising stakeholder engagement in the context of +——{ Formatted: Centered

sustainability and the assessment process.

Abstract: Stakeholder engagement in construction projects can viewed from two
main perspectives: a management perspective aimed at capturing knowledge,
increasing ownership of the project by users, reducing conflict, encouraging
innovation and facilitating spin-off partnerships; or an ethical perspective, where
meaningful stakeholder engagement is seen to enhance inclusive decision making,
promote equity, enhance local decision making and build social capital. Both of
these perspectives are important to sustainable developments, however,
stakeholder engagement can also be seen from the perspective of an opportunity
for social learning — a social process where diverse stakeholders share a common
forum, learn about each others’ values, reflect upon their own values and create a
shared vision and shared objectives. Dialogue is also useful in increasing
awareness, changing attitudes and affecting behaviours.

Existing practices view stakeholder engagement: mostly from a management
perspective; sometimes from an ethical perspective; less often as a combination of
the two; and rarely have any element of the social learning perspective. There is a
need for an approach which combines all the three perspectives if sustainability is
to be achieved. A dialogue-oriented approach to integrated sustainability
assessment could provide an ideal means to do so.

Keywords: Stakeholder, sustainability, strategic management, ethics, social

learning, dialogue.



1. INTRODUCTION

There are three distinct approaches for conceptualising stakeholder engagement in
construction projects, these relate to viewing stakeholder engagement as: a

[managemend technique; an ethical requirement; or a forum for dialogue to
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facilitate mutual social learning. The adoption of these different approaches leads
to different benefits. There are also different approaches for operationalising the
concept of sustainability and there are parallels between the alternative views on
conceptualising sustainability and the approaches to stakeholder engagement. The
ambitious and values-based nature of the concept of sustainability and the
potential benefits offered by different approaches to stakeholder engagement
create a compelling case for developing processes which can deliver these

benefits.

The first distinct approach to conceptualising stakeholders and their engagement

is from a strategic management perspective and is largely utilitarian in nature.
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This approach is primarily concerned with identifying which claims or persons, or
groups or organisations are important for a company and to whom the
management must pay attention (Mitchel et al., 1997; Bryson, 2004; Freeman,
1984). The second distinct approach has a strong underlying ethical basis and
considers stakeholders as citizens having a right to determine (or at least
influence) the services to help ensure their needs are being met (Ridley and Jones,
2002; Rowe and Shepherd, 2002). This view has been more prominent in case of
public policy where the desire for engaging with ordinary citizens is strongly

rooted in the dimensions of participatory governance, equity and transparency.
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The third approach views stakeholder engagement as dialogue - a social process
which has inherent elements of reflection and mutual learning (Innes and Booher,
2004). This perspective views the process of engagement in terms of the less-
tangible but valuable benefits associated with dialogue conducted in constructive

conditions.

The concept of sustainability has gained wide acceptance in policy and rhetoric.
However, similar to the concept of stakeholder engagement, sustainability can
also be viewed from different perspectives. Sustainability can be viewed as a
technical pursuit, an ethical shift or a ‘dialogue of values’ (Ratner, 2004). If
sustainability is accepted as being a desirable goal, then the means for pursuing it
need to be developed. The diversity of sustainability perspective poses a challenge
to the design of these means. Sustainability is an ambitious goal which requires,
among other efforts, new kinds of governance and decision making processes
involving a large variety of stakeholders (Irwin et al., 1994; Loorbach and
Rotmans, 2006). Hence, stakeholder engagement has a significant role to play in
the pursuit of sustainability, provided it can be designed in a way so as to deliver
the benefits of all the three perspectives on stakeholder engagement, rather than

just one or two of them.

2. STAKEHOLDER ENGAGEMENT AS A MANAGEMENT TECHNIQUE

The concept of stakeholders has acquired a prominent place in management

theory and practice (Bryson, 2004). Mitchel et al. (1997) traced the wide

acceptance of this concept to the publication of the book, ‘Strategic Management:



A Stakeholder Approach’, by Freeman in 1984. Freeman (1984: 46) defined a
stakeholder as “any group or individual who can affect or is affected by the
achievement of the organization’s objectives”. Mitchel et al. (1997) reviewed 27
definitions of stakeholders and distinguished between those defining stakeholders
as “claimants” and those that view them as “influencers”. Kaler (2002) proposed a
third combinatory definition, however, a strong case has been made in favour of
the claimant definition (Bryson, 2004; Kaler, 2002; Mitchel et al. 1997) implying
that managers need to pay attention not only to those who have an ability to
influence an organisation but also to those who have a claim on its services (ibid).
The nature of this claim, however, is still open to different interpretations. More
recently, Olander (2006: 279) reviewed the existing definitions of stakeholders in

management literature and proposed that, in the context of projects, there are

essentially two categories of stakeholders: \internal stakeholders, who are those
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actively involved in project execution; and external stakeholders, who are those
affected by the project”. This definition thus, includes both the influencers (as the

internal stakeholders) and the claimants (as the external stakeholders).

Although there is an explicit moral dimension to the claimant approach to
stakeholder management in management literature, this is essentially a utilitarian
perspective. This is due to the fact that the rationale for attending to stakeholders,
in such approaches, is the “wellbeing of an organisation or the achievement of its
objectives” (Brugha and Varvasovszky, 2000: 241). For example, one of the
arguments in favour of considering stakeholders is that those opposed to the
project or the organisation may jeopardise its activities in case they are not

engaged with (Cleland, 1999). Hence, the purpose for paying attention to




stakeholders is the intention of the managers/project managers to avoid or resolve
any conflict or opposition to the project. This is similar to what Owens (2000:
1141) described as a “rationalist, information-deficit model” for public
engagement in the context of environmental policy, whereby the general public is
engaged in order to be informed of the scientific knowledge on the matter. The
purpose is to get its support for decisions based on scientific and objective

knowledge of experts (ibid.).

It has been argued that the construction industry should engage with stakeholders
to determine what they need (Bourne and Walker, 2005; El-Gohary et al., 2006;
Thomson et al., 2003). The desire of the private sector to discover the needs of its
users is ultimately aimed at increasing market competitiveness and has been
interpreted as being a consumerist approach which is different from a democratic
approach (Ridley and Jones, 2002; Rowe and Shepherd, 2002). It has been argued
that different project stakeholders possess different values and consequently judge
the value of a project in diverse ways and the purpose of stakeholder engagement
in this context is to identify and understand the diverse needs and expectations
(Olander, 2007; Thomson et al., 2003). Hence, from this perspective, the
engagement with stakeholders, is aimed at capturing their inputs into the project

development process (Bourne and Walker, 2005; El-Gohary et al., 2006).

Stakeholder engagement has been emphasised as an important aspect of
international development projects, where the focus has been on identifying those

who will be affected by a project and actively involving them in the project’s



design and delivery in order to ensure that the project is sensitive and responsive

to the local needs and conditions (World Bank, 1996).

The desire to engage with stakeholders in project decision making processes is
also linked to enhancing the sense of project ownership (Shepherd and Bowler,
1997; Shindler and Cheek, 1999). This is considered important for the long-term
success and upkeep of a project and thus incorporating the concern for durability
of the project as one of the criteria for its success. This is even more important in
the context of sustainable built environments where most of the gains occur
during the operational phase and this requires the users to have significant buy-in
to the solutions adopted in the design phase. Social choice by communities and
individuals as well as various institutions has been argued as being crucial for
achieving progress towards sustainable development (Hardi and Zdan 1997,

Devuyst, 2000).

3. ETHICAL PERSPECTIVE ON STAKEHOLDER ENGAGEMENT

According to McAdam et al. (2005), the public sector seeks to address the issue of
multiple stakeholders who may have diverse and sometimes even conflicting
interests, whereas the focus of the private sector is on discovering the needs of
their “‘customers’. A distinction between the consumerist and democratic approach
has been made (Ridley and Jones, 2002). It has been argued that whereas the
consumerist approach stems from the private sector’s desire for competitiveness
in the market, the democratic approach values the process of participation for the

ethical issues of equity and empowerment of citizens (INVOLVE, 2005; Ridley



and Jones, 2002; Rowe and Shepherd, 2002). Petts (2001) argued that the
contemporary political commitment to public participation is set in the context
where the representative democracy is unable to sufficiently represent the diverse
needs of citizens and the complexity of challenges facing the society demand that

participatory democracy is needed to support representative democracy.

In the context of public policy, it has been proposed that individuals should be
engaged in their capacities as consumers, taxpayers or citizens (Audit
Commission, 1999). Viewing stakeholders as tax-payers or citizens who have a
right to influence projects is based on the principle of democracy and aimed at
empowering ordinary citizens, thereby strengthening local decision making. It has
been pointed out that although active citizenship places considerable value on the
process of participation, it also seeks to improve the outcomes (Brannan et al.,
2006). Significant research has suggested that engaging directly with citizens in
several key policy areas (such as regeneration and housing, crime, health,
education and local governance), leads to a variety of good social outcomes

including the creation of social capital (ibid.).

The demand for increasing stakeholder engagement on ethical grounds is also
derived from the argument that those individuals and groups who are excluded
from the decision making processes are likely not to have their needs and
preferences reflected in the outcomes (Innes and Booher, 2004). In fact those
excluded from decision (including policy) making processes may
disproportionately bear the negative (social, economic or environmental) impacts

of projects or policies while not benefiting from the positive impacts.



Consequently, it is necessary that decisions are made by those who are expected

to bear the main impacts (INVOLVE, 2005; Meppem and Gill, 1998).

In the context of profit-seeking firms, it has been argued that engagement with a
wide range of stakeholders implies a shift away from managers’ intentions of only
satisfy the shareholders’ interests, towards assuming a larger responsibility
towards the society. This belief in corporate responsibility for addressing wider
social and environmental development goals of the society implies information
sharing and constructive negotiating opportunities between businesses and their

stakeholders (Gao and Zhang, 2006).

Engagement with wider stakeholders is also seen to provide legitimacy to any
compromises that may need to be made as a result of involvement of multiple
stakeholders, through increasing the transparency regarding equity considerations

(Kaatz et al., 2005).

4. STAKEHOLDER ENGAGEMENT AS A DIALOGUE OF VALUES -

OPPORTUNITY FOR SOCIAL LEARNING

Innes and Booher (2004: 422) highlighted that although much debate has been
centred around the need for direct participation in a representative democracy, its
value and the extent to which it is needed; the real need is to frame participation
as “...a multi-dimensional model where communication, learning and action are
joined together and where the polity, interests and citizenry co-evolve”.

Stakeholder engagement processes can themselves be looked upon as an



opportunity for the actors to share each other’s values where “trust and knowledge
are generated and circulated, to provide a foundation of social and intellectual
capital upon which collaboration can build” (Healey, 1997: 247). A
multidirectional information flow between participants undertaken in an open and
unhurried fashion facilitates reflection and deliberation among the stakeholders.
During the course of such engagement, stakeholders learn about the different
values and interests and hence, such deliberation can be seen as a mutual learning
process for all the stakeholders involved (Harashima, 1995). Dialogue where
diverse stakeholders are equally informed, and are able to present their own
opinions and hear the opinions of others in a democratic forum can lead to:
enhanced learning; participants recognising the views of others as being

legitimate; and shared values and needs (Innes and Booher, 2004).

According to Van Driesche and Lane (2002: 150): the inclusion of unconventional
knowledge, including local cultural knowledge; a focus on understanding the
different values of stakeholders instead of having to manage competing interests;
and commitment to a deliberative process is essential if such a collaborative
process is to succeed. Similarly, it has been argued that the essential criteria for
meaningful engagement include: providing stakeholders with opportunities to
speak without any fear; ensuring that all opinions are respected; and enabling
stakeholders to influence resulting actions (Senecah, 2004). According to Healey
(1996), there are three key requirements for such a collaborative process — design
of arenas accessible to all those with a stake in an issue, transferring power to

make decisions close to those stakeholders who will be affected by them, and



promoting engagement methods which allow diverse points of views to be

explored.

Social learning has been defined as “the process of framing issues, analyzing
alternatives, and debating choices in the context of inclusive public deliberation”
(Daniels and Walker, 1996: 73). According to Friedman (1987: 181-182), social
learning is a complex process which involves political strategies, theories of
reality and values that drive actions in addition to a purposeful activity.
Interestingly, Daniels and Walker (1996) argued that the challenge for social
learning is to learn about complex issues in situation with inherent conflicts, and

not necessarily to resolve conflict.

Consensus building and deliberative democracy are two of the common concepts
for participation which emphasise the importance of social learning. Innes and
Booher (1999: 412) have emphasised that “consensus building processes are not
only about producing agreements and plans but also about experimentation,
learning, change, and building shared meaning” and proposed that they should be
evaluated in view of the concept of communicative rationality. The theory of
communicative rationality was developed by Habermas (1981: 44) who defined
communicative action as “that form of social interaction in which the plans of
action of different actors are co-ordinated through an exchange of communicative
acts, that is, through a use of language orientated towards reaching
understanding”. According to Habermas (1981, 1989), when ideal conditions for
discourse are adhered to, emancipatory knowledge can be created. The ideal

conditions, according to him include equal information among the stakeholders,



respect for each perspective, equal distribution of power to all participants in the
dialogue, stakeholders having sincere, honest and accurate arguments with
legitimate basis. He thus argued for a constructivist approach to learning where
knowledge is created as a result of learning process which is guided by those
involved in it. Such engagement processes can lead to a wide range of outcomes
as summarised in Table 1.

Insert Table 1 here

5. THE CHALLENGE OF SUSTAINABILITY

Sustainable development has been defined as “an ambitious new project intended
to act as the focus of human endeavour in the twenty-first century” (Meadowcraft,
2000: 370). The term ‘sustainable development’ has been increasingly used since
the 1980s, both as a policy tool and as a policy goal. It was first brought to the
mainstream discussion by the report of the World Commission on Environment
and Development (WCED) — ‘Our Common Future’ in 1987. Although the term
had been coined around 1980 by the IUCN (Carvalho, 2001: 62), it entered the
mainstream public debate with the publication of this report, also called the
Brundtland Report. The report defined sustainable development as: “development
that meets the needs of the present without compromising the ability of future
generations to meet their own needs’”. This is the most widely referred to
definition of this concept. The key features of the concept are (Meadowcraft,
2000):

o it focuses on promotion of development, or progress;



e it places a priority on the ‘needs’ of the poor and those of the future
generations;

o it refers to environmental limits to human activity; and

o it defines sustainable development as a process of improvement rather than

any particular activity.

Ratner (2004) has distinguished between three distinct approaches for
operationalising sustainable development as: a technical consensus (technique to
measure development while integrating social, environmental and economic
factors); an ethical consensus (a single framework of action); and a dialogue of
values. Although they are different from each other, the first two approaches
believe in value consensus whereas considering sustainable development as
dialogue of values assumes that value consensus will always be incomplete
(ibid.). If different value perspectives agree on sustainable development being a
desirable goal but the ends of action are disputed, then a technical consensus to
specify appropriate means cannot be established and if significant conflicts cannot
be resolved on the basis of a system of values held by all, then ethical consensus
is also deficient (ibid). It has been highlighted that in order to be effective and
meaningful, any systems developed to assess or communicate sustainability must
recognise the overlaps between policy, science and the public’s values and
objectives (Shields et al., 2002). However, the lack of objectivity does not prevent
the application of the concept of sustainability in real situations (Verheem, 2002).
If it is accepted that sustainable development cannot be defined in an objective

manner and value judgements exist, then by implication, the exact interpretation



of sustainable development should be determined in the context of each project,

its particular characteristics and stakeholders.

Meppem and Gill (1998) also claimed that in order to operationalise sustainable
development, there is a need to move towards developing a learning environment
which recognises the subjective priorities of different groups. In such a scenario,
the challenge in pursuing sustainable development becomes facilitation of
appropriate social processes (ibid). Such social processes must then provide
means for mediating between diverse and often conflicting values (Ratner, 2004).
fThus discursive social processes that promote learning and reflection for

participants (Meppem and Bourke, 1999). \Such a perspective, “...provides a
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rationale for seeing participation of actors in deliberating the ends and means of
development not only as instrumental in realizing specific development goals, but
as constitutive of the very meaning of sustainable development practice” (Ratner,
2004: 64). Institutional mechanisms related to decision making for development
then need to change (Ratner, 2004) in order to create opportunities where an
enhanced understanding of the various dimensions of sustainability can be created
(Meppem, 2000). Moreover, Dijkema et al. (2006) claimed that innovation needed
in the society for achieving sustainability requires the systems to be set within the
context of learning societies. In this context, the participation of wider
stakeholders in the processes of knowledge generation would be beneficial
(Siebenhuner, 2002). The key challenge then for planning for sustainability, is to
facilitate a dialogue which encourages reflection of various claims in a framework

where these can be openly debated (Meppem, 2000).




6. THE EVOLVING CONCEPT OF SUSTAINABILITY ASSESSMENT

Sustainability Assessment is being increasingly promoted as a tool to guide
policies, plans and projects in order to ensure that they encourage sustainable
development (Pope et al., 2004). However, the concept is still evolving and there
are several suggestions on what and how it should try to achieve. Pope et al.
(2004) have identified three approaches to Sustainability Assessment: EIA
(Environmental Impact Assessment)-driven integrated assessment; objectives-led
integrated assessment; and ‘assessment for sustainability’. They argued that the
EIA-driven approach tends to focus on minimising negative impacts and the
objectives-led approach assesses the contribution of a proposal to aspirational
objectives, however, both of them are insufficient to assess whether the proposal
is sustainable or not (ibid.). Hence, they proposed an ‘assessment for
sustainability’ approach which requires a clear interpretation of sustainability and
principles-based assessment criteria (ibid.). Gibson (2005) and the Government of
Western Australia (2003) have provided examples of such generic criteria for
Sustainability Assessment derived from basic principles of sustainability such as
inter- and intra-generational equity instead of the simplistic triple bottom line

categories.

It has been strongly emphasised that Sustainability Assessment should not be a
separate process, but closely integrated with the existing structures and decision
making processes within a project (Devuyst, 2000; Verheem, 2002). The main

reason for this emphasis is the awareness that sustainability assessment is not an



aim in itself, instead it should be conducted to improve the quality of decisions
being made (Devuyst, 2000). This has implications for the output that the
assessment process should attempt to produce. It has been argued that integrated
sustainability assessment “...does not necessarily need to include a quantitative
assessment of effects. In many situations, a sound qualitative discussion on
whether an option scores better or worse is sufficient” (Verheem and Draaijers,
2006: 2). The meaningfulness of sustainability assessment is then more clearly
linked to the impact that it can have on project decisions instead of in production
of a comprehensive report or a highly accurate quantitative measurement of
impacts — these may be part of it, if and where useful for enabling an informed
dialogue between stakeholders. Hence, sustainability assessment should be an
instrument to assist in enabling a dialogue between the stakeholders during a
project development (Verheem, 2002; Wilkins, 2003). Thus, “sustainability
assessment should be designed to initiate creative and innovative thought
processes, which lead to solving current problems of sustainable development”
(Devuyst, 2000: 77). Ukaga (2001: 35) stressed that “to promote sustainable
development it is essential that as many stakeholders as possible participate

actively in assessing the given situation and in determining how to improve it”.

Sustainability Assessment is then better understood as “...a cyclical, participatory
process of scoping, envisioning, experimenting, and learning through which a
shared interpretation of sustainability for a specific context is developed ...”
(Weaver and Rotmans, 2006: 12). While acknowledging the challenges for the
decision-making process that such an approach to sustainability assessment

process poses, it is also important to highlight another key advantage that such an



ambitious approach offers — respect for uncertainties (Gibson, 2006) which cannot

be addressed through a prescriptive assessment processes.

The purpose of the dialogue in the assessment should not merely be to capture the
preferences or opinions of the stakeholders, but it should go beyond that to create
a context-specific interpretation of sustainability and more importantly,
deliberation. This reflects what has been defined as a shift in the focus of impact
assessment from prediction to exploration (Rotmans, 2006). Deliberation implies
a continuous dialogue where stakeholders have the opportunity (and are
encouraged) to reflect on and re-consider their views in light of those of other
stakeholders. Indeed this needs to be based on a mutual respect for diverse forms
of knowledge and understanding including non-expert opinions. Social and
collaborative learning are necessary to achieve such stakeholder engagement in
Sustainability Assessment (Kaatz et al., 2006). Sustainability Assessment then

also acts as a means for education and empowerment (ibid.).

7. CONCLUSIONS

There has been recognition that stakeholder engagement processes, if designed
appropriately, can deliver a wide range of outcomes ranging from the ‘capture of
different forms of knowledge’ to ‘social learning’. Considering sustainability as a
subjective goal which can be interpreted in a particular context through a dialogue
with the context-specific stakeholders presents a meaningful and promising way

to pursue sustainability. The process of Sustainability Assessment is evolving



from being a prescriptive technical exercise aimed at merely producing accurate
measurements of the magnitude of impacts into a cyclical process facilitating
deliberative dialogue between the various stakeholders and closely linked with the
project decision making process in order to explicitly affect the key decisions in
relation to their sustainability implications. Hence the Sustainability Assessment
process, if appropriately designed could be the ideal process through which the
benefits of stakeholder engagement within a project can be maximised and the

sustainability agenda be pursued. .

If stakeholder engagement, as part of Sustainability Assessment, is to aspire to
such immense objectives, it must not be built as an add-on. Stakeholder
engagement needs to be central to the design of such an assessment process.
Instead of stakeholder engagement being seen as merely being a desirable feature
of the assessment process, the assessment process should be seen as a vehicle for
facilitating stakeholder dialogue. The effectiveness of the assessment then, among
other things, depends on the success of the stakeholder dialogue in creating those
conditions of dialogue where different opinions are respected, reflection and
deliberation take place, power is shared and social learning is facilitated. Further
research is needed to develop approaches to Sustainability Assessment which can

address these.

The effectiveness of dialogue that takes place within the assessment process also
depends on the relation between the project decision making process and the
assessment process. If the assessment is performed as an independent process

outside the main project decision making process with limited impact, there is not



sufficient incentive for stakeholders to contribute the resources, creativity and
commitment that such an ambitious process may require. However, if the
Sustainability Assessment process is closely aligned to the project design and
planning process informing all those decisions with important sustainability
implications explicitly, this can be overcome. More work is also needed to
establish how the Sustainability Assessment process can be designed to be fully
integrated within the project planning and design process in order to provide

timely information regarding the sustainability implications of key decisions.
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Table 1: The potential outcomes of consensus building process (Innes and Booher,

1999: 419)

First Order Effects

Second Order Effects

Third Order Effects

Social Capital: Trust,

Relationships

New Partnerships

New collaborations

Intellectual Capital:
Mutual Understanding,
Shared Problem Frames,

Agreed Upon Data

Coordination and Joint

Action

More Coevolution, Less

Destructive Conflict

Joint Learning Extends

Into the Community

Results on the Ground:
Adaptation of Cities,
Regions, Resources,

Services

Political Capital: Ability
to Work Together for

Agreed Ends

Implementation of

Agreements

New Institutions

High Quality Agreements

Changes in Practices

New Norms and

Heuristics

Innovative Strategies

Changes in Perceptions

New Discourses




