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About the Manual 

This manual is wntten to assist the user m conductmg stakeholder analysis for power development projects, 
specifically hydroelectnc projects 

The manual is divided Into dfferent sections, wth examples and illustrations provided as mdcative matenal 
The forms and formats are developed wth a typical hydropower project m rmnd 

The manual is prepared to fachtate iden~cation of stakeholders, to understand theu concerns, and to formulate 
appropr~ate strategy to manage stakeholder participation d w g  pnvate sector lnvestrnent m hydropower 
development 

The conceptual background for t h~s  manual is found m Appenchx A to t h~s  manual 
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I Introduction 

Nepal has a sipficant hydropower potential that needs to be exploited to provlde the strmulus for the national 
economc development Explo~tmg h s  potential, however, is constramed by the potential negative nnpacts of 
this effort on some groups, whle positlve Impacts wll  occur on others Those who percelve a loss of theu- 
welfare, oppose any effort for such development Some of these losses can be quant~fied and objectively assessed 
and compensated, but others cannot be quantified and compensated They change wth context Efforts to 
compensate and mbgate these mtangbles lead to Isagreement, whlch can then gradually evolve mto dspute, 
and then into senous conflicts Negotiation and trade-offs are the only solution to these Isputes, m whlch 
particlpation of the affected mdividuals, groups, mstitutions and cornrnmtles should be ensured 

Development projects are requrred to mteract wth vanous groups, sattsfy thelr mterests, and abide by rules and 
regulations to acheve certm goals For pnvate sector entrepreneurs, generally these goals are related to 
developing or causmg to develop hydroelectric generation To accomplish these goals, a thorough stakeholder 
analysis is required to understand the potentlal opposition to a project and ways to avoid or address potential 
conflicts related to the project Stakeholder analysis can be conducted by the project proponent or h s  consultants, 
by the Electricity Development Center (EDC) or other HMGIN m s t q  wth a decision-malung role 

1 1 Purpose of Stakeholder Analys~s 

Stakeholder analysis 1s a process that is conducted to ensure that the needs of the affected partles are clearly 
understood 

A good stakeholder analysis should help decision makers 
Understand the project situation 
Anticipate conflict 
Anticipate nsks ~nvolved in the process of project mplementation, and operation and mamtenance 
Identify relationshps between stakeholders to build coalitions and affect the decision 
Strategze proachve measures such as participat~on of stakeholders at vanous stages of project preparation 
to avoid and/or resolve confllct 

Stakeholder analysis may also help resolve potential conflicts through a mutual problem-solvmg approach 
between the project proponents and the stakeholder commmty It is usefid for the dec~slon-makers to make a 
project more viable and successful through meamgfid partlcipation of the people Stakeholder analysls IS a 
relatively new tool, which has developed after the realization that big projects of publlc mterest are more 
successful when affected people are lnvolved m all phases of project development and nnplementation Avoidrng 
particlpation can lead to dsputes even when proposed projects are designed for the public good 

For a stakeholder analysls report to be usel l  for decision malung, ~t should reflect the affected comrnumty's 
views and concerns It should help frame the project such that ~t w11 bnng forward the benefits of the project to 
the affected cornmmty Therefore, participation of stakeholders m the decision malung process 1s a key to the 
quality of the report 

The purpose of stakeholder analysis is as follows 
Asslst m identlfjmg the stakeholders m a hydropower project, their Interests and leverage 
Ass~st m ldentlfylng and analyzmg the issues raised by the stakeholders 

Acres/USAID Prlvate Electrtc~ty Project 
- 

1-1 



Manual on Gu~del~nes for Stakeholder Analysls 

Assist in addressing the concerns of the stakeholders 
Provide necessary information on potential project opposition to the mvestor m the hydropower project I 

- 
A stakeholder analysls wdl suggest a process for mvolv~ng stakeholders at vanous stages of project development, 
and wll recommend ways to manage stakeholder issues - 
9 2 Defln~t~on of Key Elements of Stakeholder Analys~s 

- 

There are some key elements that should be understood and used m the stakeholder analysis The relat~ve 
mportance of these elements can drflier wth context, but they should be assessed m every case Good lnformation 
about these elements should therefore be collected at the very early stage of project formulation 

1 2 1 Stakeholders 
- 

Stakeholders are those parties whose mterests are llkely to be affected positively or negatively by the 
project activ~hes These p-es can be m&viduals, groups, busmess orgamzabons and government 
agencies 

Dependmg on the nature of impact, the stakeholders can be hvided mto pnmary and secondary Pmary 
stakeholders are the ones who are duectly unpacted (negatively or positively) by the project Secondary 
stakeholders are the ones whose mterests are only mdlrectly affected by the project 

Stakeholders belong to dfferent levels dependmg on the scope of theu mfluence, unportance and theu 
mterest m the project They can be divided mto local, &stnct or reponal, national and mternational 

The importance of stakeholders to a project vanes wth thelr position related to the project and its 
objecbves Mqor or key stakeholders are the ones who can sigmficantly Influence the project's success 

1 2 2 Interests 

Interest is what one wants It IS expressed m terms of a person's needs, desues, concerns or fears, and 
those h g s  that one cares about It IS the mterests attached to certaln b g s  that motivates m&vlduals 
or groups to act or react on certam decisions Loss of mcome, concern for health, concerns for amemties, 
concerns for famess, and desue to receive hgh pnce for property are some of the expressions of 
mterests In adhbon to these tangible mterests, the desue to retam control over decision malung m one's 
local affars should be mcluded as an mterest 

1 2 3 Relat~ve Power or Influence 

The stakeholders &ffer m theu relative bargamng leverage Some are more educated, resourceful and 
articulate In a meetmg of stakeholders, it is very lkely that the powerful ones dommate the weaker 
stakeholders In order to make sure that the voices of each stakeholder are heard m the meetlng it is 
necessary to understand the relatlve power of each stakeholder m the list If any stakeholder is 
sigtllficantly more powehl than others, then the outcome may be skewed m favor of the powerful one 
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The stakeholders' leverage to Influence the decislon comes fiom vmous sources 
- the government afll~ated stakeholders draw thelr power fiom the legal nght and authonty endowed 

on them by the law 
- the market related stakeholders draw ther power fiom the nature and volume of busmess they have 

They also draw power fiom the legal provisions m the conshtution and civil law It 1s necessary to 
assess the nature and volume of theu busmess 

- the crwl soaety stakeholders draw ther power ftom the number of theu members respectively They 
also draw thelr power fiom the legal provisions m the country These provisions should be 
understood 

1 2 4 Bel~efs and Value Systems 

Values are strongly held personal beliefs, moral and ethlcal principles, bas~c legal nghts, or one's 
idealized view of the world Values are about what one cares about In&viduals and groups &ffer 
accordmg to thelr ideals or ideologes The stakeholders express thelr values m the way they make 
statements For some, protectmg the r h o  or tiger mght not be as nnportant as savmg human l~fe, 
whereas for others, they wll be equal h a 1  nghts groups would attach equal value to the life of an 
m a 1  and man To assess the values of affected stakeholders, they should be mterv~ewed, thelr cultural 
pracbces observed, and ther expressions m h e r  dralogue wth theu opponents noted Small cornmwty 
group meetings may also be useful m assessmg stakeholder values 

1 2 5 Percept~on about the Project and lmpacts 

The stakeholders may hold different vlews about the project, whlch is largely affected by thelr value 
system Some beheve m small, whle others find big equally good Some mght find the pnvate sector 
involvement m power sector bad fiom an eqwty pomt of view, and others may find such mvolvement 
necessary for growth If the perception is rnfluenced by the lack of adequate mformation then it can be 
changed wth more mfoormabon and mteracbon If the percephon is due to a deeply rooted bel~ef or value 
system, then it wll change only if the believer hmself wants to change 

I 2 6 S~gn~f~cance of lmpacts for the Stakeholder 

The affected people can be grouped by the degree of nnpact on them The person or mstitution can have 
only pmpheral Interest m the project To idenm what is at stake for each of the rdentlfied stakeholders, 
assessment of the Impact of the project on them should be camed out The losses can be tangble and 
mtan~ble The loss of property, busmess, Income sources are tangble and quantifiable losses, whle the 
loss of religous sites, famly harmony and social mteractlon are mtangbles whch often cannot be 
quantified 

I 2 7 T~rnlng of Stakeholder Analys~s 

The stakeholder analysis should be done at the be-g of the project An lnltial understandmg of the 
stakeholder and the major issues and concerns sigmiicantly helps project staff to assess the potential nsk 
An lnltial assessment should then be followed by more detaled analysls penodlcally as the project 
progresses 
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1 2 8 Expertise for Stakeholder Analysis 

Ideally, stakeholder analysls should be camed out by a team of social scientists, engmeers, power sector 
experts and ecologsts wth sufficient expenence to observe and understand the social and lnstitut~onal 
dynarmcs mvolved m the power development process At the lnltial stage of a project, an experienced 
m&vldual assessor may do an mhal analysis, but t h~s  should be followed by a full team analysis so that 
important issues affectrng the project are not mssed 

I 2 9 D~sclosure of the Stakeholder Report 

Stakeholder analysis often uncovers and rnvolves sensit~ve issues about mterests, motlves, posltion and 
agenda of the stakeholders The mformabon should be kept confidential ~f requested by the rn&vidual 
stakeholders 

4 2 10 Need for Stakeholder Analys~s In Hydropower Projects 

Hydropower development projects affect Interests of &verse rn&v~duals, Qfferent groups, and 
mt~tuhons from government, pnvate busmess, and local cornmumties These rnterests, when negatively 
affected, may make the Impacted party adversely react and oppose the project For a successfd 
execution of projects, these Interests should be ~dent~fied early on and managed accordmgly 
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2 Steps for Stakeholder Analysis 

This section of the manual describes the steps that should be taken to complete a stakeholder analysis for a 
proposed hydroelectric project As previously noted, thls exercise can be conducted by the project proponent or 
by EDC, but is an analysis that should be completed early m the project p l m g  stage 

The major steps are summanzed below, wth a more detailed description of the major steps provided m each of 
the followg subsections 
* Step 1 Identification of All Stakeholders 

Step 2 Identification of Key Stakeholders 
Step 3 Identificatton of Key Stakeholders' Interests 
Step 4 Identification of Impact on Key Stakeholders' Interests 
Step 5 Pnontimg Stakeholders 
Step 6 Flnal Selection of Stakeholders for Parttctpatton m the Pro~ect 
Step 7 Inclusion of New Stakeholders 
Step 8 Fmal Planntng for Stakeholder Participatton m Project P l m g  Process 

2 1 Step 1 ldent~f~cat~on of All Stakeholders 

Identify m&viduals, groups, orgamzations and cornmumties whose mterests are affected by the project 

Initla1 steps m the identification of stockholders process 
Rev~ew project documents 
Review legal documents 
Conduct a qulck survey of the project area (district, villages and settlements) 
Interview mformed mdivtduals 
Review the social, economc, physical and btologcal context 

Use the followmg to further identie the stakeholders 
How is the stakeholder related to the project? 
Are there legal provisions lmlcmg the stakeholder mth the project? 
How does the project affect the stakeholder? 

Check the completeness of the identification usmg the followmg checklist 
Have all the orgamzat~onal stakeholders related to the project been tdentified? 
HMG/N Mimstnes and affiliated mstttutions? 
Dishct level offices? 
Locally elected bo&es? 
Major political orgamzations at the national level? 
Major political orgamzations at the hstnct level? 
Major political organizations at the local level? 
Natlonal NGOs? 
Local clubs, user groups, schools, colleges and NGOs? 
Special mterest groups? 

c Busmess offices? 
c Professional orgmzations? 
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Recheck that the list has mcluded all stakeholders 
* National stakeholders identified? 
* Regonal stakeholders identified? 

Local stakeholders (at hfferent project component sites) identified? 

2 2 Step 2 ldent~ficat~on of Key Stakeholders 

Identlfjl the key stakeholders that sipficantly Influence the project or are most unportant related to meetlug the 
project's objectwe 

To assess the key stakeholders' mfluence, use the followmg 
Interviews wth mformed mdlviduals 

* Review legal documents 
Review past hlstory (of using mfluence) 
Prepare a table surnmanzmg the level of strength, mdicatlng very mfluential, mfluential and no duence  

Use the folloullng checklist to gather information regardmg stakeholders' level of d u e n c e  
Is the stakeholder m a position to reward those who have the power to change the project m its favor? 
Does the stakeholder have legtunate authonty to duence  the project? 

* Does the stakeholder hold power to pumsh those who can change project? 
Does the stakeholder hold expert knowledge related to the project? 

* Does the stakeholder hold cntical dormation to mfluence the project? 
* Is the stakeholder m a position to use any of the above power sources? 

The mfluence assessment table is slmlar to the followmg example that can be used to rate the relatlve mfluence 
of each stakeholder A ratmg, such as 1 through 4, would be placed m each cell, wth 1 bemg the least lnfluentlal 
and 4 the hlghest 

Level of lnfluenc 

I I I t I I I I I 

* Indicates mehum Influence 

To assess the mportance of the stakeholder for the project's objectives, use the followmg 
* Review the mpact on the stakeholder 

Review unpact of stakeholders' current position on the project 
Review project goals m relation to the stakeholder 

To assess the mportance of a stakeholder use the followmg checklist 
* What will be the effect on the project wth or ullthout this stakeholder's support? 
* Is the stakeholder's welfare du-ectly affected by the project? 
* Is stakeholder's mterest drectly affected (positively or negatively) by the project? 
* Does the project try to address the needs of the stakeholder? 
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How close are the expectations of the stakeholder and the objectives of the project7 
t Do the project activities affect (posibvely or negatively) somethmg that the stakeholder cherishes, loves or 

believes? 

2 3 Step 3- ldent~flcat~on of Key Stakeholders' Interests 

IdentlfL the mterests of the key stakeholders through personal mterviews or by mformed opmon &om key 
mformants 

Use the followg checklist to further ensure that all the mterests have been identified 
* What are the needs that the stakeholder wants to be fulfilled fiom the project? 

What is the stakeholder concerned about? 
What is it that the stakeholder IS most afi-aid of losmg? 
What does the stakeholder wsh to maxlrmze by the project? 
How does one stakeholder see other stakeholders' loss or benefit fiom the project7 
How does the stakeholder vrew hts basic human needs (security' economc well-bemg, recogmtion and control 
over one's hfe) related to the project7 

2 4 Step 4 ldent~frcat~on of lmpacts on Key Stakeholders' Interests 

Identifjr the impacts of project activities on each key stakeholder's mterest 

Use the following steps to ldent~fjr these Impacts 
t Conduct surveys, mterviews, observations and reviews of project documents 

Prepare list of stakeholders 
Prepare llst of mam project activities at hfferent stages and locations of these activities 
Relate project actwbes stage-wse to each key stakeholder and prepare a matnx table mdicatmg positive or 
negative lmpacts 

Summarize the interests of the stakeholders as either positively or negatively affected by the project Further 
charactenze these lrnpacts on stakeholder mterests as elther 
c Short term or long term 

Economc, soclal or psycholo~cal 

2 5 Step 5 Pr~orltrzrng Stakeholders 

Pnontm the stakeholders accordmg to theu importance to the project's success to deterrmne whch are the most 
Important stakeholders to mclude m the project decision-makmg process 

Prepare a matnx graph combmng the mportance and influence of each stakeholder to the project 
The graph w11 rnclude a vertical axls for the influence and a honzontal axls for the mportance of each 
stakeholder 
Determe the poslhon of each stakeholder by entenng on the graph the numerical lrnportance and Influence 
ratmgs detennrned m Step 2 
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Use the followmg cntena to decide about the posltion of each stakeholder m the pnonty list 
If the posltion is hgh on both axes, then the stakeholder has hgh pnonty and should be mcluded m the 
project decision-malung process 
If the positlon of the stakeholder IS low on both axes, then the stakeholder does not have to be mcluded m 
the decision-malung 

* If the posihon of the stakeholder m high on unportance level and low on lnnuence level, then the stakeholder 
should be mcluded m the declslon-malung 
Ifthe poslbon of the stakeholder IS hgh on Influence level and low on Importance level, the decision-maker 
must decide whether to Include the stakeholder based on other cntena 

Based on the above finhg, prepare a hst of stakeholders wth pnonty for mclusion m the project's p l m g  and 
decision-malung process 

2 6 Step 6 F~nal Select~on of Stakeholders for 
Partlc~pat~on In the Project 

Make a final selection of stakeholders for partlc~pation m the project p l m g  and decision-malung process 

Prepare final h t  of parhcipants and refer to the Influence and unportance matnx and to the results from Step 5, 
to prepare the 1st of most-llkely participants 

Use the followmg decision cntena to select the fmal participants 
Those who are hgh m the unportance and lnnuence matnx (have pnonty) 
Those who are low on Influence but hgh on unportance 

Further analyze the followmg types of stakeholders as to whether they should or should not be mcluded m the list 
Those who are low on unportance but hgh on duence  
Those who are low on both lrnportance and duence, but hold certam attributes that are cntical for achlevmg 
the project's goals 

2 7 Step 7 lncluslon of New Stakeholders 

Include new stakeholders dunng the course of the project development process There is always a possibility of 
new stakeholders emergmg dunng the project development These can elther be those not previously identified, 
or previously-llsted staheholders who have mcreased m either unportance or d u e n c e  To decide about thelr 
inclusion in the process, follow the mstructions m Step 5 

2 8 Step 8 Flnal Plannlng for Stakeholder 
Partlc~pat~on In Project Plannlng Process 

Formulate a strategy and recommendabons for stakeholder management d w g  the project development process 

Strategtcally plan for stakeholder participation, constdemg 
When m the project cycle each stakeholder should be mcluded? 

b At what level each stakeholder should participate? 
What are the optlons for mvolvmg the partic~pants? 

b How the stakeholders should be represented? 
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Consideration of stakeholder behavior 
State the key assumptions regardmg the behavior of each key stakeholder 
Assess the possibility of change m the present behavior of each stakeholder 
Assess the llkely effects on the project success fiom either mamtenance of or changes m the stakeholders' 
behavior 

Consideration of unforeseen issues 
Bnefly descnbe the general context of current relationshtps and stakeholder posltions 
Review any possible changes m the rela~onshtp or posltions of stakeholders and the potential Impact 
(positive or negabve) on the project's success 

Stakeholders' partmpat~on m the project cycle 
Mahe recommendations for mvolvmg the key stakeholders m the project p l m g  process These 
recornmendattons should consider 
- the recommended level of partic~pation - dorm, consult, partnersbp and jomt problem-solvmg 
- at what stage of project cycle should the stakeholder be mcluded (identification, p l m g ,  

unplementatlon, monltomg and evaluation, and aultmg) 
- in what ways should the stakeholder be mvolved m the project's decision makmg (public meetmgs, 

pnvate consultations and group meetmgs) 
- what type of mformation about the project does the stakeholder need for effective participation at each 

stage 
- what does the stakeholder need to participate effectively (materra1 support, awareness program, 

transportation and pnvacy) 
- who should facilitate the participation (outside mehator, government agency, NGO's or other clvil 

institutions) 
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3 Summary and Conclusions 

Thls manual on guldehes for conducbng stakeholder analys~s for a proposed hydroelectric project has provided 
background dormahon on the unportance of conducbng such an analys~s This manual has also o u t l d  a step- 
by-step procedure for IdenttfSrlng vhch stakeholders should be mcluded m the project p l m g  process, and how 
to plan for thelr parbcipabon m the process It is recommended that the stakeholder analysis be mtiated as early 
as poss~ble m the process, and that thls analysis be conducted by a qualified team of social scientists, engmeers, 
power sector experts and enwonmental scient~sts A bmely, well-executed stakeholder analysis, mth memgful  
inclusion of stakeholders m the project plamng process, wll greatly enhance the probability of successful 
completion of the project 
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Appendfx A - 
D~scussfon on Gufdelrnes for Stakeholder Analysrs 

I Introduction 

Nepal is sittmg on the huge hydropower potential whch needs to be exploited for the national development 
Exploiting these poss~bilities, however, is constramed by the negative mpact these efforts vvll have on some 
groups and benefit others Those who perceive a loss of thelr welfare, oppose any effort for such development 
Some of these losses can be quantified and objectively assessed and compensated, but numerous other losses 
cannot be quantified and compensated They change wth  context T~yrng to compensate and rmtigate these 
intangibles leads to hsagreement, whch can then evolve mto a Qspute and then mto senous conflicts 
Negotiation and trade-offs are the only solution to these Qsputes for whch participation of the affected 
mQviduals, groups, mstituhons and cornmumties should be ensured 

Notwlthstandmg these needs, legal provisions for mvolvmg people and stakeholders m the envronmental 
assessment process have been made that are b m h g  to al l  developers and enforcmg agencies In addtion to these 
requxements, there are some moral and ethlcal llrmtatlons regardmg the release of mforrnation whch vanes vvth 
the social and pohtical conhtion of the country Certam local situations and special crcurnstances also mpose 
requrements on releas~ng the lnfonnation 

Besides these regulatory reqwrements, there are certam ethlcal requrements whch also gwde the public agencies 
such as EDC to ensure parhcipabon and representation of the weaker section of the stakeholders It has to make 
sure that women, chldren, and rmnonty Qsadvantaged groups are lnvolved m project's decis~on malung 

EDC's own mterest reqwes it to mteract wth vanous groups, satisfy ther mterests and abide by the rules and 
regulations to acheve certam goals These goals are set m its scope of work whch are to develop or cause to 
develop hydroelectnclty and to encourage pnvate sector entrepreneurs for the development of hydroelectncity 
and to follow up the works relatmg to hydroelectncity development (Nepal Electricity Act 2049,36) 

1 I Objectwe of the Gu~del~nes 

The objective of these gwdelmes is to 
Assist m identlfylng the stakeholders m a hydropower project 
Assist m identlfylng and analyzmg the issues raised by the stakeholders 

b Asslst m addressmg the concerns of the stakeholders 
Assist necessary mforrnation to the mvestor m the hydropower generation 

1 2 Use of the Gu~del~nes 

These gudelmes w11 be useful for 
EDC to ensure smooth power project implementation 
Pnvate sector to make a decision for malung mvestments 

c Consultants conductmg envronrnental Impact assessments 
b Project managers of hydropower projects 
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D~scusslon on Gudehes for ~takeholciir ~ n a l ~ s l s  

1 3 Stakeholders 
I 

Stakeholders are those parbes who have theu mterests m the project and the project activities are llkely to affect 
these Interests posihvely or negahvely These parhes can be md~wduals, groups, busmess houses and government 

1 
agencies 

Dependmg on the nature of Impact the stakeholders can be hvided lnto pmary  and secondary Pmary  
stakeholders are the ones who are dlrectly Impacted (negatively or positively) by the project Secondary 

I 
stakeholders are the ones whose mterests are only mdrrectly affected by the project I 
Stakeholders belong to Merent levels dependmg on the scope of theu mfluence, location and the mterest m the 
project They can be divided mto local, d s h c t  or re~onal,  and national and mternational 

The importance of stakeholders to a project vanes w t h t h e ~  position m relations to the project and ~ts objectives 
Major or key stakeholders are the ones who can sigmficantly influence the project's success 

1 4 Stakeholder Analys~s 

Stakeholder analysis is a process whch 1s undertaken to ensure that the needs of the affected parties are clearly 
understood A good stakeholder analysis should help the decision makers wth the follourlng 

I 
Understand the project situation 
Anticipate conflict 

+ Anticipate nsks mvolved m the process of project ~rnplementat~on and operaaon and maintenance 

C 
Identify relationshps between stakeholders to bmld coalition and affect the decision 

* Stratem proactwe measures such as participation of stakeholders at vanous stages of project preparation 
to avo~d and or resolve conflict 

R 
Stakeholder analysis does the followrng 

Identify the stakeholders m the project, theu Interests and leverage 
Categonzes them accordmg to the sigmficance of Impact 

+ Suggest a process for mvolvlng the stakeholders at vanous stages of project development 
+ Recommend ways to manage the stakeholders issues 

1 5 Use of Stakeholder Analys~s 1 
Stakeholder analysis serves two mterrelated purposes It helps to resolve potential conflicts through a mutual 
problem solvmg approach between the project proponents and the commmty It is useful for the dec~sion- 
makers to mahe the prepci morevrab!e md slrccessfd thiough mewgfw.  participation of the people It 1s a 

I 
relahvely new tool, whlch IS developed after the reahz&on that b ~ g  projects of public Interest are more successful 
when affected people are rnvolved m all phases of project development and unplementa~on Also, that the 
avoidmg participation can lead to msputes even when they are designed for public good 

I 
For a staheholder analysls report to be usel l  for the decision makers, it should reflect the affected cornmumty's 
vlews and concerns It should help frame the project such that it wl1 seem beneficial m the eyes of the affected 
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cornmmty Therefore, parbcipabon of stakeholders m the decision malung process is a key to the quality of the 
report 

1 6 Trm~ng of Stakeholder Analysrs 

The stakeholder analysis should be done at the b e p m g  of the project An mtlal understandmg of the 
staheholder and the major issues and concerns sigmficantly helps project to assess the potential nsk An mtial 
quick assessment should then be followed by more detailed analysis penodcally as the project progresses 

I 7 Expertrse for Stakeholder Analys~s 

Ideally stakeholder analysis should be carned out by a team of social scient~sts, engmeers, power sector experts 
and ecologsts wth suflicient experience to observe and understand the social and lnst~tutional dynarmcs mvolved 
m the power development projects At the very lnltial stage, an expenenced m&vidual assessor can also do the 
qmck analysis, but there is a nsk of rmssmg some Important issues affectmg the project 

1 8 D~sclosure of the Stakeholder Report 

Stakeholder analysis often uncovers and mvolves sensitive issues about mterests, motives, position, and agenda 
of the stakeholders Thls mformation should be kept confidential if available 

1 9 Need for Stakeholder Analys~s In Hydropower Projects 

Hydropower development projects affect Interests of &verse m&viduals and Merent groups and institutions 
from government, pnvate busmess and local cornmumties These mterests, when negatively affected, make the 
impacted party react and oppose the project For a successful execution of projects these mterests should be 
idenaed early on and managed In parbcular, EDC needs stakeholder analysis because it cannot acheve its goal 
wthout other parties' cooperation 
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2 EDC's lnteractlon Wlth Other Part~c~pants 
In Power Development 

2.1 EDC and Other Partlc~pants 

EDC comes m contact wth other participants when it tnes to fulfill the followmg activities to acheve its stated 
goals 

Exarmne the application seekmg license for production, transmssion or dlstnbut~on of electricity 
Issue public notice about the proposed project 
Receive public concern 
Not~fy the proponent of the public concern 
Make necessary amendments m format for isswng license 

b Issue license through the Secretary of the Mmstry 
Supervise and ensure smooth supply of electnc~ty to the consumer 
Receive and annual report of the producbon, dstnbubon, mternal use, leakage and capaclty factor, m m u m  
demand of a month, specnnen of load curve (Electncity Regulation 2050) 

EDC also comes m hec t  contact wth other HMGN offices For example, its work IS related wth the Minzstry 
of IndustndDepariments when the latter regsters the proponent of the power project because, as per Electncity 
Regulations, a domestic pnvate sector must first be regstered under Industrial Enterpnses Act 2049 

As per Envzronmental Regulatzons 2054, EDC has to seek approval of the Muustry of Population and 
Envlronrnent (MOPE) for any power projects that it plans to license 

As the foreign mvestment of the pnvate power compames should be re~stered under Industr~al Enterprrse Act 
2049, and must have secured pernusslon fiom Forezgn Investment and Technology Transfer Act, 2049, t h~s  also 
bnngs EDC m contact wth the Mmstry of Industries 

These mteragency hkages are at the nabonal poky maker's level These mclude the Mmstry of Forest, Muustry 
of Fmance, and Mmstry of Local Development EDC often needs to seek advice from their departments and 
ls tnct  offices dunng the nnplementation at the local level 

At the local level EDC comes m contact wth the local government bohes such as Distnct Development 
Comt tees  (DDC), Village Development Comt tees  (VDCs) and Mutllcipalities 

In adltion to these government agencies, EDC has to deal wth other non-government stakeholders m the 
busmess sector such as pnvate mvestors, msurance compames, suppliers, contractors, consultmg h n s  whch 
are mterested m the project for busmess opportutllt~es 

There is a whole set of other stakeholders, whch EDC comes m contact wth dunng a project preparation Th~s  
includes local comrnumt~es, soc~al organuations, advocacy groups, the national and mternational NGOs, and 
other social institutions 
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2 2 Donor Agenc~es 

Major fmancmg agencies such as World Bank and other agencies also requre mvolvement of affected people 
from the very idenbfication of the project They have made it mandatory to ensure public consultation and 
parhc~pabon of affected people, advocacy groups, and other mterested parties m the project's EIA process The 
World Bank's statement, "we hope new partners for development, new allles agamst poverty, wll  come to see 
us The Bank and NGOs must work together" is a clear mhcat~on of changed mode of development 
cooperation between hfferent partic~pants The OECD gudelmes make smlar  suggestions to complete the 
envlronrnental Impact assessment 

EDC IS respons~ble for e n s m g  participation of all the legtunate stakeholders m any hydroelectnc project As 
any other publrc mstitution, EDC is also gwded by the constitution and the regulations to release certam 
mformation 

l2e Consahtaon of the Klngdom ofNepal 2047 (1990) states overall rules and mviolable mstructlons 
for the release of mformabon on issues of public mterest wthm the lungdom Thls document states the 
followmg regardmg the nght of the citizen to be mformed about an issue of public mterest 

"Every cibzm has the rrght to ask and get the mformation about any subject of public importance (1 6)" 

Thrs constltutlonal provision has had very sigmficant ~mplicatlons for large-scale water resource 
development projects The court verdct m favor of the m&vidual's wnt agamst the State to release 
Arun I11 project mformatlon is a landmark case The wthdrawal of World Bank support, and the 
consequent need for promotmg the project anew, has "taught a lesson" to the promoters of power 
projects that the mformabon s h m g  wth the pubhc should be a part of the project design and promotion 
process In addition, h s  mcldent has shown that a better public relations and management of &verse 
stakeholders is necessary for a project to sail through m the country 

2 3 2 Publ~c Involvement 

There are no spec1I3c legal provisions for a separate stakeholder analysis, but the legal provisions made 
for the people's parhcipabon m Envlronrnental Impact Assessment for energy production, transmssion 
and &stnbution projects (Envzronmental Consewatron Rules 1997) implicitly reqwres addressmg 
stakeholders concerns m hydroelectnc project This Act reqwres EIA for 
- Supply of electnclty by mstallmg transmssion lmes of more than 66 kV capac~ty 
- Operation of rural electnficatlon projects of more than 6 MVA 
- Operation of electnclty generat~on projects wth a capacity of more than 5 MW 
- Generation of more than 1 MW desel or thermal electnclty 
- Any power resources development activity whch hsplaces more than 100 people wth  permanent 

residence 
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- Construction of multipurpose reservous 
- Interbasln water transfers and uses (Schedule 2 E) 

The Electrzczty Regulatron 2050 requres the project proponent to subnut followmg mformation for 
gvmg hcense to produce, transrmt, and hstnbute electricity whch takes Into account the effects on the 
local stakeholders 
- Measures to be taken to m z e  the adverse effect due to project on envuonment 
- Social and economc effect of project on the said area 
- Utilization of local labor 
- Source and matenals 
- Benefits to be taken by the local people after the completion of the project 
- Tramng to be provided to the local people m relation to construction, mamtenance and operation 
- Facilities to be reqwed for construchon site, safety arrangements and effect on landowners due to 

operabon of the project 
- Details of people to be evacuated and necessary plan for thelr rehabilitation 

These regulatory arrangements are p d e d  by development philosophy of the nat~on expressed m its 
p e n d c  development plans The overall development phlosophy of the country whch 1s to ellmate 
poverty, reduce mequahty and promote sustamable growth, makes it unperative for greater p&cipabon 
of stakeholders m the development process mcludmg hydropower development The stakeholder 
analysls is needed to fulfill these requrements 
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3 Stakeholder Concerns In Hydroelectr~c Project 

A hydropower project bmgs m numerous stakeholders mcludmg the project affected people, the proponent, the 
licensing agency, the envuonrnental enforcmg agency, the nahonal and mternational governmental and non- 
government orgmzations, and vmous national and mternational busmess groups who see ther mterests bemg 
affected by the project The mam group of stakeholders mclude the developer or proponent, the public agency, 
and the affected people 

The busmess group is clearly mterested m malung profit, the pubhc agency (EDC) is mterested m mvolvmg the 
pnvate sector m power development and also protectmg public mterests The affected people are mterested (1) 
to malntam and Improve theu economc and soaal welfare and (2) have some share m the benefit 

The relationship between EDC and the developer is clearly d e t e m e d  by the exlstmg laws and regulations 
Formal contractual arrangements are worked out and if there is any lspute they can be resolved by the court, If 
necessary The relahonshp of EDC and that of the affected people is not as clear It can be d e t e m e d  only m 
general terms and gmdelmes and has to be worked out on a case-by-case basis 

3 I Concerns 

Concerns are fears, feelmgs, perceptions, frustration and anger, whch a person feels due to the outslde 
mtervenhon The stakeholder expresses h s  concerns m meetmgs, pnvate mterviews, and m the meda He also 
expresses these feelmgs through actions such as demonstrations, stdces, threats of violence, peaceful appeals, 
and various other means In order to fmd out the concerns, the assessor should watch all these activities of a 
stakeholder 

Typically a hydropower project has an mtake area (dam or reservou), condult (tunnel) and generation area 
(powerhouse and tailrace) The construction and operation of these components affect humans who live m the 
area, positively and negatively 

In the mtake area, the Impact due to the Qslocahon of people, nse m water level, seepage, mundation, and erosion 
on the surroundmg envu-onment is the maln source of concern In the downstream, the reduced water volume 
for ungabon and d d u n g  water, Qsrupt~on of habitat for aquatic ammals, flora and fauna, change m the water 
courses and loss of productive base are the mam concerns Also the nsks of bemg washed away dunng water 
release, or fear of accidental break down of the reservou-, are some of the typical concerns of the affected people 

In the condut (canal or tunnel) area, the affects are lfferent If the condut is open, such as open canal, then 
people are concerned that it mght permanently Qsrupts the traffic (cuculation), changes the mcroenvuonment 
of the area, and the hazard to people and m a l s  m the surroundmg area 

In the power generahon area, people are concerned wth  largely short-term affects due to construction activihes 
They are womed that ~t mght dsrupt the local env~ronment such as deforestation, nolse fiom blastmg, dust, and 
other slrmlar mtants It is not easy for the local people to visual~ze the s~tuatlon m the long run Although ~t 
mght lead to a more pleasant and unproved situation, it cannot reduce the fear of = d a t e  dIsruptlon 
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3 2 Impacts 

In all these locations, different groups feel the Impact differently Women are concerned wth therr household 
mcome, fuel, fodder, and thelr chldren's safety and concerns, whlle dsadvantaged groups have dfferent set of 
pnonbes They are more concerned wth the employment and access to the opportumtles created by the project 

The local comrnulllty also Mers  by the type of economc activity it is engaged m The local buslness people are 
more Interested m se lhg  thelr products They are womed that outs~ders mght take up the opportuIllty They 
often welcome the project as they see an opportumty to expand therr buslness 

Whereas the above concerns are duectly related wth the local stakeholders, there are others who see the effects 
in more broad terms The national NGOs, INGOs and Advocacy groups are womed that the change rn the 
enwonment wdl affiect larger nabonal and global rnterests In ad&tion, they are also concerned that the country 
rmght become economcally dependent on lendlng agencies and mult~ national comparues They are concerned 
that the country mght be adoptmg a system of development that they thmk 1s mappropnate Moreover, they are 
concerned that the dlstnbution of benefits m the society w11 be unequal 

Local level rnvolvement rn a hydropower project design cycle was mostly due to the rnternational donors7 
suggesbons After the promulgabon of new constitution, this has become a nght of the local people to Influence 
the decisions taken at the nat~onal level Thls process has then been operationahzed through vanous acts and 
regulat~ons and specifically due to the act for the protection of envlronrnent 
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4 Current EIA Guidelines for Public Consultation 

Nabonal Enwonmental Gudelmes 1993 provides gudelmes for peoples' mvolvement This EIA process helps 
stakeholder ~ d e n ~ c a h o n ,  the idenhfication of mpacts, and a method to understand the si@cance of mpacts 
on the stakeholder fiom assessor's side The objectwe of pubhc mvolvement m the EIA is to ensure effectiveness 
of enwonmental lmpact assessment The assessment also helps to assess the feasibility of nutigatlng the mpact 
and eventually help the decision makers to d e t e m e ,  gven the cost, if the project should be Implemented 

There IS an mplicit purpose of public mvolvement, whch is to avoid potential delay or loss due to the confhct 
or hspute among the stakeholders-the project proponents cornmmty, and concerned groups at vmous decision 
malung level 

4 I EIA Gu~del~nes 

As per EL4 Guldelrnes 1993 it is expected that the followmg mdrviduals, groups, and agencies must be 
mvolved m the envuonmental mpact assessment process 
- Local beneficiaries, target groups, user groups, affected groups, speclal mterest groups such as 

women 
- Relevant govemment and pnvate sector agencies 
- Local leaders and academc groups 
- Relevant non-government orgmzations 
- Recopzed experts 

4 1 2 Methods of Involvement 

The followmg methods have been suggested m the Guidelmes for mvolvmg the groups 
- Comrnumty meetlngs 
- Interpersonal contact 
- Dlalogue wth  use groups and local leader 
- Questionnaues, mterviews, and surveys 
- Revlew of draft envuonmental report by the commmty 
- Panels compnsmg representative of concerned orgmzations and local people 

4 1 3 T~mlng of Commun~ty Involvement 

The EIA Gmdelmes 1993 suggests that they should be Involved m all the phases of EIA preparation 
whch mclude 
- Prefeasibility study 
- Feasiblllty study 
- Before malung the envuonmental Impact assessment study 
- Revlew of envuonmental Impact assessment report 
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- At all decision-makmg pomts m the project cycle 
- Dumg environmental momtonng 
- At the post-audtmg stage 

As per M c l e  50 of the EM Gu~delmes, the responsibhty for ensumg public mvolvement d u g  EIA 
preparabon l~es wth the project proponents, unplementers and a u t h o w g  agencies (m th~s  case EDC) 
EDC is supposed to encourage comrnumty pdcipabon and the general public from the very lnltial stage 
of project p l m g  The general public, project proponents and lmplementers are jomtly responsible to 
collect and assess the relevant mformation before malung decision to implement the project and dunng 
the course of project lmplementatlon 

The suggestions made for the participation of people m the EIA Guldelmes 1993 are useful for assessing and 
mitigatmg the physical (tangble) effects of the projects on the people, but they are only mdu-ectly useful for 
managing the effects on the project of the human participation The gudelmes pnrnary focus is not the people 
who affect the power project, but the affects of the people activities on the nature 

The EL4 does not provide enough mformation about the position of vmous stakeholders, but provides useful 
facts that can help move stakeholder from its position In other words, it has lmted utility when it comes to 
understandmg and prehctmg the potential conflict and then devismg proactive strateges for overcommg these 
conflicts Its mformation IS useful to resolve the dlspute after it emerges 

- - 

There are some conceptual problems when it comes to operationalizlng the terms used by the EIA m stakeholder 
management The baslc concepts of EM such as "nutigation", "compensation", have normative connotation, 
whch the stakeholders do not appreciate These concepts Imply that the developer or promoter can rmtigate or 
compensate for every sort of damage They do not lmply equality m nght to decision malung When an officer 
says, "We have done so much to rmtigate thew hardshp and they are still complamgy', he is ~nfluenced by the 
very lmtation of the concept 

The EIA as reported expresses the view of an outsider The views of the ms~der (stakeholders) do not come out 
m a useful form For example, it is common to fmd statements llke, "Thls area can then be used for recreation 
or grazmg purpose Smlarly the borrow area downstream of will also be more stable and product~ve after 
the removal of loose old landshde debns that is deposited m the area Both these areas should be properly graded 
and landscaped followmg ther use " But whose perception does t h s  EIA statement present? Is the rehabilitation 
method suggested by the assessor also what the local level stakeholders want? Whose recreation and graung is 
the statement is tallclng about? Do the local stakeholders have any idea about these possibilities~ Is h s  what 
they want? What IS the posibon of the major stakeholders regardmg these suggestions? Who is llkely to hsagree 
and why? What are the issues b e b d  these suggestions? The EIA is den t  about these questions 

The nature of mformation and the statement made m the EIA has lmted utility when it comes to resolvmg a 
hspute m a fau manner The nutigation measures and compensation often favor those who make louder noise 
and look llke potential obstacles to the project It sends the wrong message to other stakeholders 
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The lnformatron gathered m the EIA about the people does not provide enough feelmg of the human perception 
m the project, its benefits, and major concerns that could be used for managmg the Qsputes 

An mdlvldua.1 officer f?om enforcmg agency does not get enough dwection as to what should heishe do to ensure 
the participation of legtunate stakeholder, voice and famess when i s swg  a license to a developer 

The managers of stakeholders try to avoid the social aspects of stakeholders and focus on the physlcal wth  the 
hope that physical Improvement w11 solve the problem But wthout resolvmg some key human feellngs such 
as fairness, &pty, and participation m the decision malung, just Qstnbutmg physlcal gooQes only creates 
&ssatisfaction and conflict 

In summary, EIA Guldehnes 1993 are only a general prescription designed for all types of development projects 
related Impact assessments They are useful to assess the physical losses, but they have to be strengthened wth 
human behaworal mformation to make them useful for resolvmg potential Qsputes The EIA process has to be 
complemented wth components to identify the human mterests, motivations, and bargamg leverage affecbng 
the project activities The stakeholder analysls is, therefore, a part of EIA whch, needs to be further refined 
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5 Conceptual Framework for Stakeholder Analys~s 

Stakeholders are those groups and mdlviduals who have some mterest m the development projects The 
stakeholders are mterested m the project for vmous reasons Some are mterested because the project du-ectly 
affects thelr tangble and mtangble mterests Others are mterested because they feel that the value they protect 
is affected by the project The stakeholders can be identified by the concerns they show dunng face to face 
meetmgs, survey, and observation 

In any development project there are numerous stakeholders, whose Interests are affected by the project activities 
It is in the mterest of the project proponents (developer) and the licensmg agency to identify them and take 
account of stakeholders' concerns and address them sahsfactonly The identrfication and analysis should be 
systematic such that both the duect and mduect stakeholders can be identified The identification should take 
place early on dunng the project preparation so that legtunate stakeholder can be ensured voice and 
representation m the project preparation and unplementation 

5 1 Conceptual Groups of Stakeholders 

The stakeholders can be placed under three major groups of mstitutions -- Government, Busmess, and Civil 
Society 

Government related stakeholders are all the government mstitutrons, departments and affiliated agencies 
Busmess related stakeholders are the ones whose mam mterest is busmess profits such as consultmg and 
construction compmes, hotels and services, and matenal suppliers 
Crvrl Socrety mcludes mdlv~duals and orgamzations whch are motivated by social responsibhty such as 
academc mstrtutions, clubs, trusts, NGOs, Pnvate Voluntary Orgmzatrons, and advocacy groups 

These groups may not always be clearly separate as some stakeholders mght fall m some grey areas For 
example many non-governmental orgamzations also are mvolved m consultmg busmess whch clearly is a profit 
malang achv1t.y O h  busmess houses are mvolved m voluntary achvlhes as well Yet what dlfferentrates them 
is thelr basic mterest, motivation, sources of relative bargawg leverage, value system and the type of unpact 
on thew Interests 

These groups are supposed to be generatmg dynanuc equilibnum m a society For a sustamable development, 
these three groups should work together m a consensual manner When the government does not respond to the 
demands and needs of the civil society rt tends to revolt, when the busmess sector feels nsks rt tends to go 
elsewhere, and when government takes d a t e r a l  decisrons then confl~cts between and among these three groups 
and thelr members emerge 

5 2 D~sputes Among the Stakeholders 

The conflicts among the stakeholders can be resolved through vanous means such as court, out of court 
negotiation and arbitrat~on It is believed that most of the dlsputes related to envwonrnental issues should be 
resolved out of the court through mutual settlement The mam reason for t h~s  is that the courts are not eqwpped 
with the knowledge and slulls to resolve such conflicts Resolvmg dlfferences between the stakeholders is 
possible only through participation and dialogue 
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The purpose of participation IS to allow the vanous mterests to express themselves and let them argue against 
the proposal made by the project proponents T h s  opporttuuty should be carefully planned and dstnbuted to 
all the parties 

Parhapahon has vanous forms rangmg fiom sunple meetmgs to full engagement m the decis~on malung process 
Make sure that the partlc~patlon is real and fully engaged Just a gathemg and one s~ded lecturing is just a 
"cvcus" whlch has many flaws The groups that are weak, unorgamzed, illiterate, poor and d o m e d  cannot 
speak out thev concems They remam silent But theu silence does not mean theu agreement to what the more 
informed tell them Qmte often they are only confused whch later erupts as rebellion agalnst the project 

In order to avoid such dsputes stakeholders should be encouraged to participate m decisions that are llkely to 
affect thelr welfare Decisions that affectmg envuonment (human relat~on wth nature) often leads to conflict 
The courts are not equlpped to deliver verdct on these dsputes Therefore, formal and lnfomal negouatlons 
between the p m e s  at lspute wth or wthout the help of fac~litators m most cases produces results that are 
acceptable (m-wm solubon) to all parties Experience rn the US and Europe has shown that once the mterests, 
relat~ve power, mohvahon, and value system of the parhes are known it is easler to move them from then position 
and bnng them closer to workout a solutlon Stakeholder analysis dunng the environmental study is necessary 
to resolve such lsputes 

5 3 Elements of Stakeholder Analysrs 

There are some key elements, whlch should be understood and used m the stakeholder analysis The relative 
~mportance of these elements can dffer wth context but they should be assessed m every case A good 
~nformat~on about these elements should therefore, be collected at the very early stage of project formulation 

5 3 1 Interests 

Interest is what one wants It IS expressed m terms of what one needs, deslres, concerns, or fears and 
those dungs that one cares about It is the mterests attached to certam h g s  that motivates mdwiduals 
or groups to act or react on certam decisions Loss of mcome, concern for health, concerns for amemties, 
concerns for famess, deslre to receive hgh pnce for property are some of the expressions of mterests 
In addition to these tangble mterests the deslre to retam control over decision makmg over thex local 
affaus should also be rncluded m the Interests 

Different factors motivate Stakeholders to demonstrate thelr mterest m the project The stakeholders 
belongmg to the government, who are supposed to protect the collect~ve mterest, are often motivated by 
thew mandated mterest of theu Mmstnes or affil~ated agencies Ther personal luterests for success, 
promobon and rewards are some mobvatmg factors for them. n e  market a#bated stakeholders whose 
mam mobvabon is profit malang can be hther  broken down mto local busmess and mdustnes, natlonal 
and mternational, accordmg to thew scope of rnvolvement 

The stakeholders belongmg to the civll society, whose marn mohvation is lesser control or effect on theu 
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private property, freedom or b g s  they lke, should be further broken down mto permanent 
orgamzations, issue related orgamzations, mternat~onal, national and local level 

5 3 3 Relatlve Bargalnlng Leverage 

Tne staidiolders Mer m therr relative bargamng leverage Some are more educated, resourceful, and 
mculate than others In a meetmg of stakeholders it is very hkely that the powerful ones donmate the 
weaker stakeholders In order to make sure that the voices of each stakeholder are heard m the meetmg 
It should understand the relabve power of each stakeholder m the list If any stakeholder is sipficantly 
more powerful than others than the outcome are gets skewed m favor of the powerful one 

The stakeholders' leverage to Influence the decision comes from vanous sources 
- The government afllrated stakeholders draw the~r power fiom the legal nght and authority 

endowed on them by the law The legal provisions that allow other government agencies affect 
EDC's nghts should be understood 

- The market related stakeholders draw theu power £rom the nature and volume of busmess they 
have They also draw power from the legal provisions m the constitution and civd law Assess the 
nature and volume of theu buslness 

- The czvrI socrety stakeholders draw theu power fiom the number of theu members respectively 
They also draw theu power fkom the legal provisions m the country These provisions should be 
understood 

5 3 4 Value System 

Values are strongly held personal beliefs, moral and etlucal pmciples, basic legal nghts and idealized 
view of the world Values are about what one cares about It is one's world view Individuals and 
groups M e r  accorhg to theu ideals and ideologes The stakeholders express theu values m the way 
they make statements For some protectmg the r h o  or tiger mght not be as important as savmg human 
life whereas for others they wll be equal Anunal nghts group would attach equal value to the hfe of 
an m a 1  and man In order to assess the values of affected stakeholders they should be ~nterviewed, 
thelr practices observed, and theu expressions m theu lalogue wth theu opponents should be noted 
down Th~s can be assessed through mterviews, by observmg the cultural practices, and through small 
cornrnwty group meetmgs 

5 3 5 Perception about the Project and Impacts 

The stakeholders hold Merent views about the project, whch is largely affected by theu value system 
Some beheve m small whlle others find big equally good Some mght find mvolvement in power sector 
bad &om eq- pomt of vlew and others fmd such mvolvement necessary for growth If the perception 
is influenced by the lack of adequate information then it can be changed wth more mformation and 
Interaction If the perception is due to a deeply rooted belief or value system, then it wrll change only 
if the bellever hunself wants to change 
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5 3 6 S~gn~ficance of Impact for the Stakeholder 

The affected people can be grouped by the degree of lmpact on them The person or institution can have 
only peripheral mterest m the project To iden* what is at stake for each of the identified stakeholders, 
assessment of the lmpact of the project on them should be carned out The losses can be tangble and 
mtangble The loss of property, busmess and Income sources are tangble, and quant~fiable loses 
whereas the loss of rehg~ous sltes, farmly harmony, socral interaction are mtangbles whch cannot be 
quant~fied and monet~zed 

A stakeholder's posit~on IS based on h ~ s  mterest, percephon and value system Positions can change 
through convmcmg new mfoorma~on, facts and rational arguments Positions are often d e t e m e d  by 
previous biases and beliefs "I wll not let h s  project belng constructed because rt Inundates my 
religous site whch cannot be recreated", is an example of position taken by a stakeholder 
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6 Guidelines for Stakeholder Analysis 

The mam purpose of the stakeholder analysis is to identify the pnmary and secondary stakeholders and then 
decide who should be mcluded m the project planrung process and how to ensure thelr partlcipatlon The goal 
is to reduce conflict as the project develops and to ensue that every one feels a w e r  Therefore, the 
mformahon should help these objectives wth slrnple but realishc picture of the situation Stakeholder analysis 
should be updated penohcally to momtor the changes More detailed mformatton should be provided only if 
necessary 

6 1 Steps for Stakeholder Analys~s 

The stakeholder analysis Includes the followmg steps 
Identification of the stakeholders 
Developmg a stakeholder table 
Assessmg the mterest of each stakeholder 

+ Assessmg the power of the stakeholder to lduence the project 
+ Identification of position each stakeholder holds about the project 

Identrfication of assumption about each stakeholder affectmg the project 

6 2 Prepar~ng Stakeholder Table 

To prepare a stakeholder table the followmg should be done 
Identify and lrst the potential stakeholders 
Identi& the mterests of the stakeholders m relation to the hydropower development project 

+ Assess the mpact of the project on these mterests Categonze them Into positive, negative, or unknown 
Indicate what pnonty the project should gve to each stakeholder 

An example of a stakeholder table is provided m Table 6- 1 

6 2 I ldentlflcatron of Interests 

Interest IS what one wants It IS expressed m terms of what one needs deslres, fears and those h g s  that 
one cares about In&v1dual, groups and orgamzahons express ther Interests m Qfferent ways and forms 
Loss of mcome, concern for health, concern for amemties are some of the mterests Certam mterests are 
not expressed m public Interests that are narrowly defined are often expressed m&ectly 

6 2 2 ident~ficatron of Impact on the Interest 

Dependmg on the stage and scope of stakeholder analysis, the hkely lmpact on the stakeholder's mterests 
should be assessed hubally the Impact should be assessed m smple terms mhcatmg positive, negative 
or uncertam 
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6 2 3 Pr~ontrzrng the Stakeholder 
C 

How important a stakeholder IS for the project proponent (or for EDC) is d e t e m e d  by the mterest of 
the mst;ltt&on whlch IS menboned m ib mandate From the perspective of EDC, m a hydropower related 
stakeholder it rmght want to assign hgher pnonty to the Impact on the developer's mterest because any 
negat~ve mpact on thex Interest IS lrkely to reduce its achevement m the power development I 
6 2 4 Assessing Power and lnfluence 

Muence of a stakeholder IS ~ t s  abhty to change the project-related dec~sions Influence depends on the 
power of the stakeholder It can be seen m the way m&vlduals, groups and orgamzations are able to 

I 
persuade or coerce others Into makmg decls~ons and do certam thcngs that they I d  not want to othewse 
do I 
The ability to mfluence depends on the sources of power Ability to Influence comes Erom behavioral 
such as comrmtment, ability to commurucate, etc , as well as physical root such as orgamzat~on, 
knowledge about the project, money, muscle, networlung, access to rulers 

The power can be felt when lt IS demonstrated or exerc~sed Just bemg nch or wealthy, for example, is 
not enough to Influence the decision Therefore, the power to mfluence should be seen m the behavior 
of the stakeholder Other b g s  remamg the same, the hlgher the comtment  of a stakeholder the 
greater IS its power to influence 

The ability of a staheholder to duence  keeps changmg The very mtroduchon of the project into an 
area can mcrease the power of a stakeholder to Influence the project For example, once a developer 
makes some Investment m the project area, then other stakeholders can use thls Investment as hostage 
Slnce the ab~l~ty to ~nfluence a decis~on IS a relat~ve h g ,  ~t keeps changmg wth tune and context 

Assessing the ablllty to Influence IS a complex task and mvolves mterpretmg all the major factors that 
have to do wth stakeholder's power 

Variables affectmg stakeholders relative power IS summanzed m Table 6-2 
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Table 6-1 

Example o f  Stakeholder Table 
Uslng Upper Bhote  Kosh~ Hydropower Project a s  l l lustrat~on 

(The values are a s s ~ g n e d  and for ~llustrat~on purposes only They are n o t  real ) 

Notes 
The locatlon IS very close to the northern border of Nepal wrth T~bet reglon of the PRC Presence of expatnates n the area so close to the 
border mlght not be acceptable to the Chlnese government 
The area IS very sensltlve to the dlstnbutlve access to the benefits Slnce different polltlcal partles functlon In the area they rnlght vlew the 
project as a source for consolldatlng thew base through favors done to thelr followers 
Slnce truly prlvate ~nvestment In the power development sector 1s new In Nepal people mlght take t as any other public project and expect 
sim~lar treatment In terms of Investment In thew development 
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Relatlve 
Pnonty Stakeholders 

Potentlal 
Impact on 
the Interest Interests 

Prrmary 

Current 
Percept~on 

1 

2 

3 

3 

2 

Local people at 
Daskllo d~vers~on 
area and Jhlrpu 

The users of the 
rlver 

Potent~al users of 
electnc~ty 

nnt- - UuV - -  

Slndhupalchok 

VDC, Jhlrpu 

Source of 
Influence 

Peace and freedom 
Tradltronal way of l~fe 
Clean a~r  and water 

Control over the resource 
Benefit from fishrng and 
enterta~nment 
Unrntenupted electnc~ty 
SUPPlY 

b Cheap electrlclty supply 
Revenue durlng 
construct~on and operation 

b Local employment 
Local benefits 

2 

1 

2 

2 

2 

2 
3 

Secondary 
Hrmal lnternatronal 
Power Corporat~on 
H a ~ a  Englneerrng 
Company 
lnternatlonal 

M~n~stry of Water 
Resources 

r EDC 

Mlnlstry of Forest 
M~n~stry of 
Agr~culturelDeptof 
Frsher~es 
Mrnlstry of 
Populat~on and 
Env~ronment 
Mln~stry of Home 
Affarrs 
Env~ronmental 
NGOs 

(-1 
(-) 
(-) 

(-1 
( 1  

(+) 

(+) 
(+) 

(+) 
(+I 

Proflt from sellrng power to 
the NEA 

b Expedd~ous rmplementat~on 
of dec~s~ons 
Constructron on tlme 
Good relat~onshrp wlth the 
local people 

b Meet power demand of the 
nation 
Avold lrabrlrty 

b Avold negatrve Impact on the 
people 
Attract other developers 

b Protect forest 

Increase fish production 

Enforce env~ronmental 
protect~on law 

b Law and order 

Protect forest wrldlrfe 
envrronment 

(+)? 
? 
? 

(-) 
(-) 

(+)I(-) 

(+)I( ) 
? 

? 
? 

b Local root and 
organlzat~on 

c Pol~t~cal partres 
EPR 
User nght 
Proxlm~ty c~t~zen 
groups 
Money and buyrng 
capacrty 

b Legal ownership of 
the stone and sand 

• Polt~cal organlzatlon 

(+) 

(+) 

(+) 
(+I 

(+) 

(+) 
(+) 

(+) 
( 1  

(+)I(-) 

( 1  

( )  

( 1  

(+) 

(+) 

(+) 

(+) 
(+) 

(+) 
( 1  

) I )  

7 

? 

( 1  

Legal contract with 
EDC 
Money 
lnternat~onal 
networking 

• Legal mandate to 
reject or approve 
development 
proposal 

b Legal mandate to 
protect forest 
Expert~se ln 
fisheries 
Legal nght to reject 
or approve EIA 
Legal authorrty 

Moral authority 
organlzatlon and 
rnternational network 
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Table 6-2 

Var~ables Affecting Stakeholders Relative Power 

Organ~zational Factors 
Legal mandate (EPR Dept of Forest) 
Hierarchy (EDC vs Mlnlstry of F~nance) 
Control over budget (MOF) 
Possess~on of information and 
knowledge (Dept of Fishenes) 
Control over strateg~c resource 
necessary for the project (DDC 
controlling the Sand and stone) 

Formal Organizations (Govt) 
(Secondary stakeholders) 

c Network 
Contractual document 

Soc~al polltlcal and Econom~c status 
Leadership 
Degree of organization 
Untty wtthln the community 
Degree of control over the strategic 
resources 

r Abllrty to form alllance and networking wth 
other stakeholders 

InvestorslDevelopers 

I Behav~oral Factors 1 

Commun~ty and Informal Interest 
groups and primary stakeholders 

r Commitment 
Abil~ty to enforce 
Abll~ty to articulate the laws 
Alternatives to not cooperating with the 
orolect 

Abllrty to negotiate 
Abillty to artrculate the law 
Commitment 

b Alternatives 

Abillty to negotiate 
Ablltty to exercise nght 
Optlons 
Commtment 
Alternat~ves-dearee of de~endence 

6 2 5 Assess~ng lmportance of Stakeholder to Project Success 

Project's goals and objecbves determe lrnportance of the stakeholder to a project Stakeholders whose 
lnterests are drectly affected by the project are also the most Important ones for the project 

The lrnportance of the stakeholder IS mdependent of the power of the stakeholder Even a weak v~llager 
who does not have any Influence but whose mterests m the project IS llkely to affect IS an lrnportant 
stakeholder as far as the project is concerned 

E 
Checklist for assessing Importance of stakeholder to a project 
- What is the problem that the project is trying to solve? 
- Who 1s affected by the problem? 
- Wh~ch stakeholder mterests converge most closely wth policy and project object~ves? 
- Who does the project put as pnonty on meet~ng therr needs 
- Whose mterests converge most closely wth policy and project objectives? 

6 2 6 ldent~ficat~on of the Posrt~on 

Posibons are the slde a stakeholder takes Vis a Vis the project Positions are governed by the mterests, 
percephon and value system that a stakeholder cames Stakeholders change positions when convinced 
with new mformation, or when therr Interests are met Positions taken by a stakeholder solely on the 
basis of its value system is ddlicult to be changed Values are strongly held personal behefs, moral and 
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ehcal  principles, bas~c legal nghts, and idealized world or one's world views Values are about what 
one cares about 

Positions of a stakeholder should be mdcated as agamst, for, or undecided 

6 3 Strateg~c Statement Regard~ng the R~sk and 
Assumpt~ons for the Project 

Once the mterests, power source, mportance, and position of a stakeholder are assessed then assurnptlons about 
poss~ble changes m these factors and consequent effect on stakeholder's behavior and on the project success 
should be made Thls exercise should be done for every key stakeholder The fmdmgs fiom these exercises 
should be used to d e t e m e  the strategy for project's decision makmg 

The followmg checN~st should be used to assess the nsks 
What are the key assumptions regardmg the behavior of each stakeholder? 
Are these assumptions regardmg the behav~or realistic? 
What IS the possib~llty of change m the current position? 

c To what extent the position is llkely to lead to conflicts between project and the stakeholder? 
What can affect the change m favor of the project? 

6 4 Gu~dance for Stakeholder Part~c~pat~on 

The strategc statement followrng stakeholder analysis should make suggestions for mvolvmg the key 
stakeholders m the project p l m g  process It should mention 

Who should participate? 
What is the reason for its partscipation? 
How should the stakeholder participate (dorm, consult, partnershp, jomt problem solvmg)? 
At what stage of project cycle should the stakeholder be mcluded (identificahon, p l m g ,  mplementatron, 
momtomg and evaluation, audtmg)? 
In what ways should the stakeholder be mvolved m the project's decision malung (pubhc meetmgs, pnvate 
consultation)? 
What does each stakeholder need to part~c~pate effectively (matenal support, awareness program, 
transportahon, privacy)? 
Who should fac~litate the partlclpat~on (outside mehator, local comrmttee)? 
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7 Sequencing Stakeholders Analys~s w~th 
Environmental Study 

EL4 tnes to assess the unpact of a project on biologcal, physical and human spheres, and stakeholder analysis 
tnes to assess the behavior of the humans that affect the project Smce, human behavior is often gtuded by the 
physical gam or loss, the fmdmgs m the two spheres also helps to change the posihon of the humans 

One of the mam objectives of stakeholder analysis is to ensure voice of legtunate stakeholders m the project 
related decis~on malung and then try to address the concerns for the stakeholder's satisfaction It should be 
camed out as a part of the EL4 study 

The stakeholder analysis should not be exempted on the basis of the slze of the project as is the EIA for projects 
over 5 MW The issues for even a small size project developed by a pnvate profit malung parties wll  generate 
issues of slmlar nature, wth a dfference that the bigger slze projects wll more numerous and nahonal, and 
mtemahonal stakeholders At the commmty level the stakeholders are the same For example, a small project 
m rural area mght not mterest a national or mternational NGO or busmess houses whereas a b~gger one w11 do 
and therefore, there mght not be any stakeholder meetlngs m the national or Qstnct capital 

In rural Nepal where the unpacts of development projects have been realized only recently, it is not easy for the 
potentially affected staheholder to visual~ze the mpact of a hydropower project m the predevelopment stage 
New stakeholders and mterests can emerge as the project mplementahon progresses The process of stakeholder 
involvement should be accommodating the new At the same it should look fau and try to stnke a balance 
between ngQty and flexibility Discretion, therefore, should be used to meet the contextual need 

Informahon collechon is the first step for stakeholder analysis Thls should begm as early as project formulation 
Ideally, lnformation about the local stakeholders should be collected at the project screemg stage and should 
contlnue throughout the EIA preparation and project design The lnformation should be updated d m g  
construction, EIA monltonng and evaluation and auQtmg phase 

The h b a l  Stakeholder Informahon (ISI) should gve a good understandmg of the social dynarmcs of the project 
area It should mclude number of major stakeholders, thelr position, value system and list the issues of thelr 
concern so that a realistic assessment of the situahon can be made 

The presentabon of the situation should be such that it provides background for detailed study If necessary and 
the issues that need deeper understandmg The EIA Terms of Reference should also mclude a section wth 
Stakeholder Analysis, mhcatmg necessary expertise to conduct the study 

7 I Project Screen~ng for Stakeholder Issues 

This exerclse helps to assess the concerns of major stakeholders on selected projects By allowmg the 
stakeholders to express theu concerns at the screenmg stage, decision-maker can anticipate the possible Qsputes 
of chooslng one project vs the other Stakeholders are asked by a facil~tator to rank the project accordmg to the 
set cntena To be effective the process should 
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Consult wth major stakeholders and mform them about the project and its components 
c Set up screemng cntena 

Screen the project based on an agreed upon cntena 

For h s  exercue stakeholders should be mvited to meetmgs where the objective and methodology of ranlung the 
issues should be well explamed Then a valuat~on sheet should be prov~ded askmg the stakeholders to asslgn 
points to each issue m order of therr lrnportance The values assigned by each stakeholder should then be 
collected and summed up for each project The total pomts a project obtains also d e t e m e s  its rank m relation 
to other projects 

Slnce the concerns of the stakeholders at the local level, d~stnct level and central level are mfferent, the process 
of conductmg the screemg exercise should be Merent Thls exercise ideally sults the stakeholders at the Central 
and Distnct levels More smplified way m the form of game play can be used to assess the alternative sites of 
project The fust step m the exercise 1s to collect mam issues and condense them mto a small numbers of 
rnhcators 

Th~s exercise should be deslgned and conducted by an expenenced facilitator or moderator One of the effective 
ways is to gve actual money to the part~cipants and then ask them how much would they pay to protect theu 
Interest 

The mam Issues m the ranlung exercise are who to mvolve, how ofien and who should bear the cost of such 
mvolvement The lnltlal assessment of stakeholders should be used to answer these quest~ons 

Theorebcally, all the stakeholders who show Interest for participation m the process should be gven opportun~ty 
Since it is not possible to lnvolve each and every one, they should be grouped by some common factors and theu 
duect or mdrrect participatmg m the meetmgs should be ensured The cost of exercise should be borne by the 
developer 

The m m  objective of stakeholder analys~s is to anticipate potentla1 conflict These meetrngs should be camed 
out at all the three levels (nabonal, dLstnct and local) as many tmes necessary to assess the posrtion of the major 
stakeholders about the projects and alternabves of a part~cular project Discretion should be used after reviewmg 
the ment of the issues and the position of each major stakeholder 

- 

7 2 Stakeholders Assessment Act~v~t~es 

The Stakeholder Assessment process should be carned out smultaneously wth the EIA process It should 
conshtute a separate part m the EIA where the mam concerns of the stakeholders are l~sted It should provide a 
basehe dormation for understandmg the social dynmcs of the affected and concerned stakeholders (s~mlar 
to the basellne mformation for EIA) 

Ths stage of consultat~on should allow stakeholders to choose the representatives who w11 be partlcipatmg m 
the hscussion at vanous stages of project preparation The methodology of participat~on should also d e t e m e  
the language and mode of cornm~~llcation between the stakeholders at the commwty level, and the project 
proponents and the concerned agency 
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At thls stage a specialist moderator or facilitator should be asked to handle the meetmgs Helshe should ensure 
that the views are balanced and representative to the reality The termmology and concepts mght have to be 
agreed upon For example the stakeholders mght want to use other terms mstead of "compensation" 

7 3 EIA Preparat~on Phase 

7 3 I Assess the Nature of Impact on Each Stakeholder Group 

The Seriously Project Affected F m l y  (SPAFs) and Project Affected F m l y  (PAFs) are useful 
categories but the measure used to &vide (such as for PAF the loss of house andlor more than 50% of 
the mcome source) used by most EIAs is useful only to a certam extent 

7 3 2 Assess the S~gn~ficance of Impact on Each Group 

This sipficance can be assessed through mterviews and observation The stakeholders should be 
assessed wth proxy mdcators as what value do they assign to such Impact They should be allowed to 
assign relative value to the vmous types of Impacts on them The assessment should be fiom the 
perspective of the stakeholder For example, the loss of certam wld species &t be of great 
sipficance for a scientist, but the local user mght not attach same value to such loss The statement 
should show the value attached by the stakeholder and not by the mformed assessor 

7 3 3 Assess Stakeholders' Source of Bargaln~ng Leverage (Power) 

Groups that are under financed, dlsorgmzed and illiterate, hsadvantaged, and hstoncally suppressed 
groups whch, m the case rural Nepal, is a rule than exception, are unllkely to be theu effective 
advocates They need support to articulate thelr mterests In the meetmgs In order to ensure famess, 
the weak parties should be Dven adequate opportutllty and strength to raise theu voice 

7 3 4 Assess the Afflnlty Among the Stakeholder Groups 

- Categonze the stakeholders mto groups 
- Review hlstory of each group 
- Assess possible alliance between and among the stakeholders 
- Ident~fy the issues of posslble conflict among the stakeholder groups 

7 4 Compensation F~xat~on Process 

The current legal provision for compensation comrmttee whch Includes HMG/N appomtee, representative of 
licensee, expert appomted by HMG/N, representative of Village Development C o m t t e e  (VDC), representative 
of Land Revenues Office, Real Estate owner affected by the project funchons satisfactonly for generation projects 
but it runs into problem when applied to the hstnbution projects How to mvolve the numerous people who 
mght have theu property affected through out the length of the transmssion lme is the mam challenge for the 
enforcmg agency 
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Appendrx A - 
Drscuss~on on Guldehes for Stakeholder Analys~s 

I 

The comttee often finds it ddlicult to stick to its mtial decislon It tends to change the pnce of property when 
more powerful groups put pohbcal pressures Tlw however, creates further contention and works as unfau thmg 
for those who do not bargam hard The marn challenge IS to ensure the process far and equitable 
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