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ABSTRACT

The objective of this article is to focus on accelerated stakeholder strategies that promote support and
sustainability for regulatory commissions. Why are Regulatory Commissions so unappreciated
among many stakeholder groups? Why are they sometimes demonized in the media? Key
stakeholders include utility management and staff, consumers, regulators and advocacy groups as
well as political decision-makers and the press. What are the ground realities regulators face? How
does the regulatory process promote access, investment and affordable services when the public
blames regulatory commissions for a range of social problems? A concerted NO SURPRISES Strategy
that promotes multi-lateral dialogue will enhance the chances of success in achieving the goals of
regulation. communicating performance indicator tracking practices with key stakeholders:
including utility management and staff, consumers, regulators and advocacy groups and also political
decision-makers. We will touch upon the appropriate way to provide performance information for
perspective investors.



KEY ISSUES: NO SURPRISES

This paper will talk about building a NO SURPRISES Strategy for stakeholder communication. A
good strategy will enhance the perceptions about the regulatory process and improve the public
image of the regulatory commission. Communicating information about the regulatory process is an
absolutely critical step. Are people surprised when there is a rate increase? Is the Government heavily
involved in the regulatory process because they anticipate political problems that they can not
predict? Communication should be planned for from the beginning. Reporting results about
regulation, such as rate cases, restructuring activities, rulemakings or investment solicitations, may
closely resemble the corporate planning process that produced the strategic annual operating plan.
Issues such as these are key to communicating results from regulation: SWOT Analysis:

4 Strengths

® Weaknesses

¢ Threats

* Opportunities

Many professionals are now familiar with strategic planning. Yet many commissions still face broad
public opposition to realization of their goals. What's to be done. Communicating with stakeholders
requires good planning from the beginning. How often have we heard about SWOT Analysis? All too
often it has not been made a critical aspect of regulation.

IF A TREE FALLS ...

Philosophers sometimes debate the question, "If a tree falls in the forest,
and nobody hears it, does it make a sound?" We may not be able to
answer that question, but we can answer a more pertinent one. "If
someone sends a message and nobody receives it, is information
transferred?"

Certainly the answer to that question is, "No."

Yet time and time again I come across regulatory commission staff who
justifiably complain that the public does not like them. It is not that they
are not appreciated; it is that they are often actively disliked. While we
do not expect the professional regulator to be on a career path to
becoming a national hero, better stakeholder relations are recognized
by almost everyone as a vital aspect of successful regulation.

One of the ideas to keep in mind at this stage of the planning process is that there should be No
Surprises about the outcomes. Outcomes should be predictable. In other words, when given a set of
rules and precedents, and vital communications from the regulatory commission, stakeholders should
be reasonably able to predict that a certain outcome is likely to happen. There may be surprises about
the data that is collected and aspects of the case that are uncovered, but the regulatory commission
should have followed the strategic planning described above; commission management should be
comfortable with the scope of an investigation; commission staff should know precisely what rules
they are following; preliminary analysis of results should match expectations. So that when it comes
to communicating results, there are no remaining arguments about which factors are important.



Then, given that the issues you have selected are important, it is axiomatic that the results these
factors produce are important. These results then become the focus of your communications strategy.

COMMUNICATIONS STRATEGY
Identification of Stakeholders

First, it is best to identify who are the stakeholders and what are their roles. Questions to ask
yourselves when working on identification of stakeholders include:

Who are your stakeholders

What do they want

How active will they be

Who are their allies

How important is their support to you
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Mapping Coalitions

Best practices in Stakeholder Relations suggest the value of mapping coalitions of stakeholders. A
recent World Bank study? notes the importance of addressing political realities, and states

“Sharper, more robust approaches that tap into cutting-edge political science methods could help
guide the design of reforms to optimize stakeholder support - or signal when to jettison
programs that are going nowhere politically.”

As part of the strategic planning process, staff of the regulatory commission interview key
stakeholders. The results and then input along a continuum to show which stakeholders and which
groups of stakeholders will support a given policy initiative and which will not. Staff can identify
stakeholders with veto power, those who can block a regulatory initiative from the get-go. With this
information available, the commission can construct a strategy that will enable them to create
supportive coalitions and move parties closer to the commission’s goals. The Commission can also
abandon unsuccessful, time-consuming initiatives that are doomed to failure from the beginning.
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An unfortunate recent example of a badly failed regulatory initiative that absorbed enormous time
and resources is the US FERC’s Standard Market Design that was ultimately abandoned in July 2005

after years of effort.

Implementing Communications Strategies

When all the stakeholders are identified and assessed, and when the results of the regulatory process
have been analyzed, the communications strategy can be implemented. A good communications
strategy will consist of more than just displays of pretty bar charts. It will involve reporting on the

following:

Case results

Action items

Priorities

Implementation Plan
Financing and resources
Monitoring and evaluation
Feedback

Replication
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Reporting of results should be accurate, transparent and easily understood. Care should be given to
the reporting format. Well designed graphic displays will help communicate results. Two different
approaches may be called for, depending on the target audience.

The chart at the right is from: Nelson
A. Rockefeller Institute of
Government?, in New York, USA.
Here they are looking at different
aspects of performance measurement
and some different tools that are used
to report results.

Notice that performance
measurement is just one step; there
are many others that are involved in a
good communications strategy. And
a good communications strategy is
one critical step in delivering the
performance improvement that is
desired from the outset.
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Regulation produces measurable results. The first point to realize is that once there is public
disclosure to anyone outside the company, then the information is public information. It may be used
by the media, parliamentarians, customers, advocacy groups and even the regulatory body. So a
strategy should be developed before release is made public.
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There should be a press conference at which the information is presented, with press kits, and good
information that says what YOU want it to say. This will be information that is seen by everyone.
Careful thought should go into the contents of the press kit. There should be good graphic. There
should be an accurate summary. Invitations should be sent out to the press and also to interested
parties. Invitations to the press conference should also go to advocacy groups. A courtesy phone call
to them ahead of time confirming the invitation is appropriate.

Special Note on Confidentiality

If the Regulatory Commission elects to keep any information confidential, then they ought to state so
from the beginning of the case. This will protect everyone from the suspicion that the results are being
kept confidential because they reveal poor performance. Stating the communications strategy from
the beginning will benefit all participants.

At the Massachusetts Public Utilities commission, we presumed that ALL information was public,
nothing was confidential. This was our constant default position. We allowed parties to request that
information be kept confidential, only if they could demonstrate one of two conditions:

EITHER the information was competitively sensitive;
OR the information adversely affected the reputation of an individual person.

The burden of proof to show that one of these conditions existed, fell on the petitioning party. If the
petitioning party failed to demonstrate the need for confidentiality or if no request for confidentiality
was made, then everything was public. The Commission decided each request on the merits and
issued prompt decisions during each case. My experience with as many as 25 regulatory commissions
around the world suggests that this is an excellent model to follow.

Special Note on Investors

What is the best strategy to follow to disclose information to investors. In the USA and many
countries, there are very specific laws relating to publicly traded companies. Any information that is
made public is available to investors. Any information that is not made public is not available to
them. If it is made available, this is illegal; it is called insider information.

What if there is a government company that is seeking new investors. What is appropriate to
disclose? What are the obligations to “due diligence” on the part of the company. Experience shows
that the best long term contracts are those based on the most information. If an investor is preparing
to make an investment in a company, that investment will be most successful, and therefore most
sustainable, if it is based on full information. So serious potential investors ought to have access to all
data. There can be confidentiality agreements that require the potential investor to keep any
information disclosed during a due diligence investigation fully confidential.

Feedback and Responsiveness

Once the communications strategy has been developed and is implemented, the next step is to
prepare for receiving feedback. First, there should be knowledgeable people in the commission
prepared to answer questions from stakeholders about the case. Then, the company will want actively
to seek comments from stakeholders. Soliciting input from the public involves:



e Customer Focus groups/Round tables

» Customer Surveys: Mail, Telephone, Web, Intercept

e Public Statement Hearings

e Educational Forums

* Via Telephone at consumer initiative or Toll-free Opinion Line at IRC initiative
* Via Web

e Via Letters

e Via Customer complaints to the Commission

* Through Commission Libraries or information centers

e Remember its all about the stakeholders?

“The early legal structures adopted for UK utility regulation did have elements of a regulatory
contract, but with the growth of competition and social regulation, a different model, that of a
network of stakeholders, has largely replaced it.”

Stakeholder Checklist

While considering development of a communication strategy, it is useful to think about some of the
following questions:

Think about outcomes

How can you make the outcomes large enough to benefit all stakeholders?
Most stakeholders?

Some stakeholders?
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Networking

Networking with regional and international utilities and professional associations is a very good
method of communicating your results and learning about how others are communicating their
results. It provides a forum for exchange of ideas, experiences and lessons learned. It also permits
professionals to locate other professionals from similar environments for purposes of close
comparison. Finding networking organizations is easy; there are many good ones located through the
internet. Resources spent on training and networking yield very valuable results.

CONCLUSION

The results obtained using poor communications strategies can produce severely misleading
conclusions. Therefore, following an optimal, comprehensive communications methodology is
critical, and communicating this methodology is equally important. A good communications strategy

33 Tony Prosser, “Regulatory Contracts and Stakeholder Regulation” Annals of Public & Cooperative
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that is agreed to by all the stakeholders who are involved will contribute enormously to the success of
efforts to bring about change through the regulatory process.

1.
2.

Plan for communications of results from the beginning.

Develop a communications Action Plan from the beginning, with support and input from all
the affected stakeholders.

Prepare a good communication package that shows the results in an easily understood
format.

Map coalitions of stakeholders to display varying levels of support and opposition to
regulatory initiatives.

Prepare to answer questions from stakeholders.

Engage stakeholders in a feedback process so that the communications system can be
enhanced and the communications strategy improved for future years.

Best wishes to the participants in the 3¢ Annual Conference of the Organisation of Caribbean Utility
Regulators in implementing effective communications strategies so that their goals for all
stakeholders will be realized.
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