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CHAPTER 1

Introduction

Sustainability books typically start with dire warnings about the future of the planet and a “call to arms”
to fix all of the world’s problems. In considering a book about sustainability for major projects, we have
purposefully decided to take a pragmatic project management view of sustainable development and provide
a set of processes and tools that can help project teams create better, more sustainable projects: projects with
a smaller environmental footprint, projects that maintain support from the local community, and projects
that achieve financial goals now and in the future. And, over time, a collection of better projects around the
world can help to ensure a more sustainable future for the planet.

Integrating sustainability into major projects is still an emerging field of practice. No two projects are
the same, so using scorecards and checklists can only get you so far. Project teams need to explore all the
sustainability tools and tricks of the trade to create custom solutions that fit the location, the technology, the
industry, owners of the project, and the groups of people who have a vested interest in the project.

We have tried to provide a logical and structured approach for integrating sustainability into project
delivery that can be used to build alignment across an entire project team. In addition to the typical goal
of getting government approvals for the project, good sustainability programs can help ensure that budgets
and schedules are met, projects risks are understood and managed, and projects can obtain the necessary
development financing.

It is important to understand that sustainability should not be a standalone discipline off to the side,
separated from the rest of the project organization. Rather, sustainability must be integral to every aspect of
project delivery. We have made every effort to demonstrate how sustainability is a team sport where everyone
on the project team contributes.



This book will lead project teams through the various types of major projects, explain how sustainability
can be integrated into traditional project management functions, and demonstrate how sustainability can
play a critical role throughout the project lifecycle.

1.1 Terminology

There are many ways to describe the integration of environmental, social, and economic development chal-

lenges and opportunities into a project. Here are some of the most common terms:
e Sustainability
e Sustainable development
e Responsible development
e Corporate citizenship
e Corporate social responsibility
e Creating shared value
Although there are subtle differences in definition, all of the terms are basically capturing the same con-
cepts. This book uses the term “sustainability,” but project teams can and should use whatever terminology
allows them to create a better project. If your organization or industry primarily uses other terminology, then

itis best to stick with what is familiar and accepted. Managing sustainability on major projects is hard enough

without trying to introduce new terminology to your organization or industry.

DEFINITION: SUSTAINABILITY

We cannot discuss sustainability for major projects without clarifying what we mean by the term. We use
“sustainability” as the shortened version of “sustainable development,” a term classically defined by the
World Commission on Environment and Development:

Sustainable development is development that meets the needs of the present without compromising the
ability of future generations to meet their own needs.

1.2 Creating Value by Integrating Sustainability

Value creation on major projects is traditionally assessed by a strict financial analysis: Was the project deliv-
ered on-budget? These days, most organizations and financial institutions are evolving how they see “value.”
And they are now incorporating concepts of brand and reputation, risk minimization, and responsible invest-
ing into the evaluation of an organization’s or project’s success.

Project sustainability efforts are often seen as an additional cost, a negative line item on the project
budget. If managed properly, however, sustainability becomes a critical component of creating value out of
the project.
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Sustainability programs can:

e Drive innovation that can reduce overall project costs.

e Reduce the risk of project delays that can increase budgets and delay revenue generation from the finished
project.

e Help secure and maintain community support that can streamline approvals.
® Reduce project risks, which can improve access to capital and lower financing costs.

e Create a better, more attractive project that draws potential buyers and increases project valuation.

Attracting Investors

One of the most powerful tools to gain executive-level support for integrating sustainability into major
projects is to demonstrate how sustainability can have a positive impact on project financing. This is true for
industrial projects that rely on stocks, bonds, and debt financing, as well as government projects where
financing could come from project-specific bonds, green bonds, or financing strategies like public-private
partnerships (P3s). A strong sustainability program will help improve the project’s access to capital, reduce
the cost of borrowing money, and improve overall project profitability. Studies have shown that industrial
firms “with better sustainability who disclosed their strategies to pivotal stakeholders enjoyed higher stake-
holder trust and lower capital access restraints.”!

Globally, financial institutions have recognized that one of the largest risks for major projects is environ-
mental, social, and governance (ESG) risks and this has led to the adoption of standards for sustainability and
ESG management. Financial institutions often perform extensive due diligence prior to providing capital
to develop a project. It is now becoming increasingly common for institutions to require an ESG review as
part of due diligence and to include regular audits after financing has been approved. This helps to ensure
that ESG commitments are being met and that project risks are being managed on an ongoing basis.

A strong sustainability program and project team is essential to addressing ESG risks and providing con-
crete evidence to financial institutions and their auditors that these risks are being managed. A traditional
view of projects may see sustainability and environmental programs as an unnecessary cost or an annoying
delay in getting construction started. But most projects require outside financing, and with financial insti-
tutions requiring strong risk and sustainability management before making an investment, a well-integrated
sustainability program is essential for many projects to proceed.

Attracting Buyers

Many projects (resource extraction projects, in particular) are developed with the intent of selling the asset
once it has been built and commissioned. Whether the acquiring organization is a larger organization, a
pension fund, or a stock market investor, the project will need to demonstrate that there is strong community
support for the project and that environmental and social risks are being managed effectively.

Project teams should develop their sustainability program not just to meet the minimum needs of local
approvals, but also to consider how the sustainability program will fit with the requirements of the potential
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future owners. Like most elements of good project management, it is better to structure the project correctly
at the beginning than it is to try to fix it at the end.

Developing Future Projects

Whether the organization is considering a future expansion to the current project or developing other
projects in the future, it is critical to maintain a strong reputation and build community support. With
the expansion of social media to all corners of the world, issues at one site can damage the ability of the
organization to pursue projects at new locations. Communities located near a new project site might not
know the organization but can quickly find out how they have performed on other projects. With this knowl-
edge they can take action either to protect their community by blocking the new project or to welcome an
organization that has proven it can develop sustainable projects.

A strong sustainability program can ensure that the project helps the organization build credibility and a
reputation to support the success of the current project and to ensure that the organization is well-prepared
for future projects.

Avoiding Rework

Integrating sustainability into project planning and engaging with local stakeholders can help the team
understand design constraints and potential issues early in the project development, which can avoid rework
and redesign later in the project. People who live and work in the area of the proposed site can help the
project team understand the context of the local area, local regulatory requirements, and potential social
and environmental impacts. Engaging with local communities can help the team get a sense of whether the
project will be supported and, if not, how they can revise and improve the design and development plans
early in the project. Engaging with local communities can also create value by accessing local knowledge
that can be used to improve designs and reduce costs.

Improving Productivity

Lost productivity is a potential and often overlooked cost to a project, whether it is due to dissatisfied
employees, high turnover, or community blockades that delay construction. Integrating sustainability into
the project, especially into construction management, can help to keep the local workforce engaged and
productive. If there are unresolved issues with the local community then the project could experience a
disengaged or angry local workforce that has high absenteeism, low productivity, and high turnover, all of
which lead to higher costs of project delivery.

1.3 Creating a Sustainability Focus

There are a number of different ways to think about sustainability. Some people understand sustainability
to be only about renewable energy or green buildings. Others think sustainability is about engaging with the
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local community or philanthropic donations to a local charity. In our approach we think about sustainability
as a focus on creating the maximum positive impact and the minimum negative impact from a project. This
goes beyond meeting regulatory requirements and involves all elements of the project.

This section examines some of the models that the project team can use to create a sustainability focus
across the entire project. We look at the evolution of organizations from being compliance focused to being
sustainability focused, how project teams can focus on managing sustainability, and how to think about
complexity and social capital.

Sustainability versus Compliance

We believe that an impactful focus for project teams is to move beyond a compliance culture and pur-
sue sustainability in design, procurement, and construction. Creating a better, more sustainable project
reduces overall risks, improves financial performance, and ensures that the project leaves a positive legacy
that everyone on the team can be proud of.

A simple but effective diagram is the sustainability versus compliance graphic (see Figure 1.1), by
Wheeler, Colbert, and Freeman (2002).> This clearly shows how an organization can shift from a culture
of compliance to a culture of relationship management, and eventually to a culture of sustainability where
maximum value is created.

This model can be applied to the evolution of delivering major projects. Traditionally, organizations
and project teams have focused on getting the required permits for a project with limited engagement with
stakeholders and local communities. More recently, projects have moved to a relationship management

DO MAXIMUM GOOD
(i.e. Create Maximum Value)

SUSTAINABLE ORGANIZATION CULTURE
Maximizes the co-creation of value simultaneously
in economic, social, and environmental terms

LEVEL 3

RELATIONSHIP MANAGEMENT CULTURE

LEVEL 2 Value is created but is typically traded off

COMPLIANCE CULTURE

Preserves value consistent with laws and

regulations and seeks to avoid the

unacceptable destruction of value
(economic, social, or environmental)

LEVEL1

DO MINIMUM HARM
(i.e. Avoid Destroying Value)

Figure 1.1 Sustainability versus compliance. Adapted from Wheeler, Colbert, and Freeman (2002)
reproduced with permission of the Journal of General Management.
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approach where stakeholder engagement is considered a necessary requirement for major projects. However,
the engagement is still typically performed by a small team focused on getting project approvals rather than
creating long-term relationships with the local community. Integrating sustainability into major projects is
focused on building a culture of sustainability across the entire organization where the team looks at building
value for both the project owners and the local community.

Sustainable Project Management

Another way to think about project sustainability is outlined in Figure 1.2, which shows how projects can be
considered sustainable in two ways. A project is plotted based on its underlying sustainability features (x-axis)
where some projects, such as a wind farm, are typically considered to be “sustainable projects” and thus are
placed further to the right on the x-axis. On the other hand, nonrenewable resource extraction projects,
such as a mine, are considered unsustainable by their fundamental nature (i.e. removing a resource from
the carth that will not be replaced) and so are placed further to the left on the x-axis.

An alternative view (on the y-axis) is to look at how the project is managed to improve its overall
sustainability. For example, a typical mine that extracts a nonrenewable resource may not be considered
fundamentally sustainable, but if development can be managed to mitigate environmental impacts,
reduce energy requirements, and create benefits for local communities, then it can still create a positive
benefit. In this case, the mining project would move from a low position on the graph to a higher, more
sustainable position.

A
Sustainable Sustainable

Mining Wind
Project Project

=

=

=

- Traditional Traditional

=] Mining Wind

E Project Project

S

=

Y

SUSTAINABILITY OF THE PROJECT

Figure 1.2 Sustainable project management model.
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Conceptually, the sustainability focus for the project team should be on how they can move the project
as far as possible to the upper right of the graph while maintaining the underlying organizational objectives.

Project teams rarely have control over the underlying sustainability features of the project that they are
working on. But they do have the ability to improve project management and delivery to reduce negative
impacts and improve benefits. One of the core themes of this book is to help project teams define what
sustainability means for their project and then provide tools and systems to help them achieve that vision
and focus.

Complexity Is the New Reality

Managing major projects is a messy and complex business. It is getting even more complex with compet-
ing priorities for budget, schedule, quality, safety, environment, security, and community. Project teams
need to develop the skills, tools, workflows, and thought processes to manage these competing priorities,
make informed decisions, and create new solutions that help meet often contradictory project goals. These
challenges are also opportunities for innovation, for new approaches, and for collaboration to solve problems.

A key starting point in developing a mindset about sustainability is to be aware that there will be both
competing and complementary objectives between the traditional technical and financial goals, and the sus-
tainability goals. Project teams need to embrace this complexity and view sustainability as an opportunity to
create a better project, rather than as an annoyance and additional cost. In Reconstructing Value: Leadership
Skills for a Sustainable World, the authors refer to this approach as a “sustainability Mindset,” where there
is a synthesis of these competing challenges rather than just a compromise:

A sustainability mindset holds that the key challenge is in advancing human development in areas such
as prosperity, justice and human rights, while at the same time preserving nature and respecting the

regenerative limits of the biosphere.?

The sustainability mindset understands that new major projects are essential to human development
but also looks to ensure that the work is done with respect for the environment and the local communities
impacted by the project.

Sustainability is creating more complex business and technical environments, and project teams cannot
manage increasing project complexity with the same processes and tools that have been used for years. Project
teams need to look for ways to improve existing tools and processes to incorporate sustainability. They need to
introduce new tools that help manage the increasing complexity, shift roles and responsibilities, and diversify
project teams to bring in new and varying skills sets to ensure that sustainability challenges are managed.

By our nature, we are more comfortable solving problems that are familiar. However, with the rapid
changes occurring in the world, project teams are often faced with new problems that don’t have proven
solutions. If we are going to meet the challenges of this new reality, we will need to adapt and find new ways
of collaborating and working together to solve problems.

When we face changes that encompass several disciplines, there is a need for collaboration with
multidisciplinary teams that can bring a broad range of experience and expertise to the problem. These
multidisciplinary project teams are comprised not just of technical specialists, but may include new team
members who have valuable knowledge of the challenges facing the project, including socioeconomic and
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geopolitical experts, academics, stakeholders, and a facilitator who can bring the team together. Complexity
is the new reality and project teams need to find ways of working together and with key stakeholders to meet

this challenge and create better, more sustainable projects.

Co-Creating Value

As projects move toward a sustainability focus, stakeholder engagement is shifting from compliance and
risk mitigation to looking for opportunities that create positive relationships that can uncover the project’s
potential to co-create value for both the organization and local communities. This has been named “Creating
Shared Value” by Porter and Kramer.*

Opportunities for collaborating and co-creating value can be evaluated by answering a number of initial
questions aimed at understanding both the planned or current project impacts and the potential for value
creation, butalso the potential for new activities that can create shared value that neither player could achieve

on their OWI. These questions dare:

1. What impact(s) does the project and its activities have on each element of the society?
. What impacts could we change or improve if we changed how the project was delivered?

. What impacts could the element of society have on the project?

SO VS B NS )

. What benefits could we co-create if we work together to address impacts and challenges?

The initial questions are intended as only a first step. True co-creation cannot be achieved by one side
of the relationship acting alone. It requires ongoing dialogue and interaction to create understanding and
new ideas.

One model for co-creating value is the DART model,” which we have adapted from a business model
for working in developing economies. DART, which stands for Dialogue, Access, Risk Assessment, and
Trust/Transparency, suggests that you need to focus on the four elements to fundamentally change the
traditional relationship between the project and the local community, as shown in the sidebar.

TIP: “DART” MODEL FOR CO-CREATING VALUE

The four elements of the DART model are:

Dialogue: Dialogue includes two-way commmunication (rather than a one-way flow of information), shared
learning, and collective problem solving. Project teams need to approach stakeholders as partners in
problem identification and problem solving, and not as barriers to be managed. Communities need to
engage in the process to create value for their community.

Access: Ensure that stakeholders have access to the project team and, in particular, to the right people in
the team. This includes active engagement through meetings and participation in the local community.
One of the keys to ensuring good access is to ask stakeholders how they would like to communicate
and offer them opportunities to try out different methods.

8 Integrating Sustainability into Major Projects



Risk Assessment: Risk encompasses not just the potential for harm to the local community but the per
ception of potential harm. Everyone on the project team should understand that the community’s
perception of risk is important and should be treated with respect, rather than dismissed as a lack
of understanding.

Trust and Transparency: The project team controls most of the information about the project, so the
local community may feel that they are being misled about the potential negative impacts of a project.
Establishing trust requires transparency and honesty so that all players can understand the potential
impacts and work together to co-create solutions to these challenges. To ignore or downplay potential
impacts not only damages trust but also shuts down any potential for creating solutions and shared
value.

Understanding Community Support

Historically, formal approval for major projects meant convincing government regulators that the project
was in the best interest of the government. As local communities and stakeholders gain more influence, it is
becoming essential for projects to demonstrate that they have the support of the local community and can
maintain that support to successfully deliver the project.

There are a number of different terms that are used to capture this idea of establishing stakeholder
support. Depending on your organization or industry you may need to use one or all of these terms,
including:

® Social capital

e Good will

e Public support

e Community support

e Social license to operate (SLO)

“Social license to operate” implies that there is an actual license or signed document to demonstrate the
project has required support to move forward, but there is no such formal license. SLO is simply shorthand
to indicate that there is a positive relationship with the local community and that they support the project,
at least at the present time. “Securing an SLO” essentially means earning the trust of the project’s local
communities and building strong, mutually respectful relationships with them. It is important to understand
that SLO is not a legal document and that stakeholders can “revoke” their project support (i.e. the SLO) at
any time and without notice.

Social capital and good will are terms that suggest that you can place an economic value on relationships
with stakeholders and local communities. Good will can be used in a social context to mean that a person is
trusted. In the accounting context it is used to represent the intangible assets that an organization has, such
as brand value, reputation, and intellectual property.

In the context of a major project, social capital and good will relate to the value that exists in the strength
of the relationships with the local community, which can be leveraged to help make the project a success.
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Strong relationships mean a high level of mutual respect and trust and much of this value is based on how
the local community perceives the project and how they feel they are being treated by the project team.
Having a high level of social capital helps projects in many ways, including fewer project delays due to
community disputes, faster permitting, and a more engaged local work force. Social capital provides value if
there is a problem or an unforeseen environmental or social incident. With strong social capital, the project
will be able to address the problem with limited negative backlash and perhaps local support to resolve

issues faster.

TIP: MANAGING YOUR SOCIAL CAPITAL BANK ACCOUNT

Discussing the concept of social capital with a traditional project team can be a challenge. The concept of
social capital may seem vague or may be seen as irrelevant to the team members focused on design and
construction activities.

One analogy we have found to be effective is the metaphor of a “Social Capital Bank Account,” which
holds the project'’s trust and reputation with the local community. Maintaining a healthy bank account can
help to avoid delays and secure approvals on time. \When your bank account is full, local stakeholders will
not stand in the way of permits/approvals and may even vouch for your project with the local government
and regulators.

Every time the team does something positive for the local community, such as taking time to listen and
treating people with respect, you are putting “money” into the bank. Every time you mismanage a spill or
ignore a complaint, you are losing “money” from the bank. Lose enough and all the social capital is gone.

Each project department should understand that they have a role in filling the Social Capital Bank
Account, whether it is engineering who must consider alternate roads to preserve a local sacred site,
or construction who must reconsider shift schedules to accommodate local hunting seasons. Everyone on
the team has the potential to help fill the bank or to break the bank. The collective objective of the team is
to maintain a full Social Capital Bank Account over time so that the project can move ahead smoothly.

The terms “public support” and “community support” focus the idea of social capital on the local
community rather than on the broader concepts of support from external stakeholders, including govern-
ments and non-governmental organizations (NGOs). With the growth of social media and shifting social
expectations, the support of the local community is becoming more and more important for major projects.
Traditionally, major projects could get built without community support as long as they had government
approvals, but that is no longer possible in most places around the world. To reflect this change, we refer

primarily to community support as the focus for building social capital.

1.4 Sustainability Is a Team Sport

As managing sustainability becomes increasingly important to project success and the complexity of meeting
such targets increases, sustainability must be embraced by all members of the project team. It cannot be
delegated to a separate sustainability department or completely outsourced to external consultants. Meeting
sustainability goals and creating a better project requires input from every member of the team and every

person on a project.
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Figure 1.3 Sustainability as a team sport.

The diagram in Figure 1.3 shows how sustainability can fit into the entire project. Each department
can influence sustainability issues and have a positive effect on the project. The diagram is by no means
complete and will change from project to project but shows how sustainability is truly a team sport and not

just the responsibility of the sustainability team.

It is also important to remember that sustainability issues are not specific to one group or department.
In many cases, more than one group across the project team may need to be involved to have an influence
on activities and issues. Take, for instance, providing training and skills development to the local commu-
nity in order to increase the opportunity to hire as many local workers as possible. This objective can be

influenced by:

e Human resources, which develops training programs
e Construction management, which runs the job training

® Health and safety, which gets involved in improved health or safety training
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e Procurement, which incorporates training requirements into contractor Request for Proposals (RFPs) and

contracts

e Indigenous affairs, which ensures local indigenous communities get training in transferable skills that

create benefits for the community

e Project controls, which would be tasked with tracking training metrics as part of project key performance
indicators (KPIs)

One effective way to create the sustainable team sport diagram for your project team is to hold a series of
meetings with each of the departments or groups to discuss the basic concept and overall project sustainability
objectives. Each group is then encouraged to find creative ways that they can contribute to the sustainability
of the project.

1.5 Who Is This Book For?

With the rapidly changing social and environmental responsibilities that major projects are facing, project
teams need to have the background knowledge, strategic insights, and skills to ensure that their organization
is proactively managing sustainability.

This book is intended for the project leadership team responsible for all aspects of the project, the sus-
tainability team responsible for managing the project’s sustainability program, and for the entire project team
involved in delivering aspects of the sustainability program.

This book will help everyone involved in the delivery of major projects, including:

e Project owners who want to manage risks and optimize project value

® Project directors and managers responsible for creating a successful project that meets budget, schedule,
and sustainability objectives

e FEngineering discipline leads and teams tasked with creating designs
e Procurement teams responsible for bringing the best contractors and suppliers to the project

¢ Construction management teams that want to ensure their workforce is engaged and that there are no
unexpected delays in their schedule

¢ Sustainability, environment, and communications teams that want to improve their engagement with

the entire project team

¢ Financing agencies that want to ensure the projects they invest in can manage risks, achieve institutional
requirements, and deliver projects that will not make the news and damage the financial institute’s brand

¢ Consultants and contractors who need to understand how their work can support the project team with
delivering a successful project

¢ Government regulators who want to understand the challenges of delivering major projects

e Students who are looking for careers in project management and project delivery
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