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Strategic management for utilities:

Experience of the Birmingham Water Works Board

PAST COMMITTEE CONNECTION ARTICLES HAVE DISCUSSED THE AWWA MANAGEMENT DIVISION, ITS EIGHT COMMITTEES,
AND THE MANY MANAGEMENT ISSUES BEING FACED BY WATER UTILTIIES AND BEING ADDRESSED BY THE DIVISION.

trategic management is a tool used by many
organizations to cope with the complexity
of the myriad issues facing the typical utility.
Recent experience of the Birmingham Water
Works Board (BWWB) demonstrates how strategic
management concepts have been applied in a com-
plex utility organization. Founded in 1951,
BWWAB is the largest water system in the state of
Alabama, serving more than 750,000 customers
in the city of Birmingham and five surrounding
counties and delivering more than 99 mgd (375
ML/d) of water. The system now boasts four
water sources and nearly 3,700 mi (5,957 km) of
transmission lines. Efficiency remains the watch-
word because only about 450 employees operate
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this expansive system. BWWB has been ranked
as one of the top five water systems in the
United States, earned an “A” in an exclusive
evaluation by Men’s Health magazine for water
quality, and achieved director’s level in the
Partnership for Safe Water. BWWB is now plan-
ning for its region’s next wave of growth. With
shifts in population across the region and
growth in the suburban areas, the organization
is seeking out new sources and upgrading the
system to handle these changes.

Although proud of its accomplishments, BWWB
faces many challenges in its quest to improve its per-
formance and enhance the quality of water and serv-
ice provided to customers. One of the key tools in this
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quest is implementation of a comprehen-
sive strategic management process.

THE STRATEGIC
MANAGEMENT PROCESS

Why strategic management? In the
multifaceted world in which utilities
must operate, only one constant really
exists—accelerating change. This
dynamic environment has been caused
by many factors, including
changing customer needs,

* new technology,

* environmental concerns,

* political pressures,

® cost pressures,

* human resource issues and a
changing employee base, and

* supply issues.

Like most utilities, the Birmingham
Water Works (BWW) faces these and
numerous other issues that make utili-
ty management increasingly complex.
Despite these issues and the difficulty
of anticipating the future in a changing
environment, BWWB has the obliga-
tion and commitment to

* supply quality water to its cus-
tomers in both the short and long term,

¢ invest in infrastructure,

* protect the environment,

* charge affordable rates, and

* maintain fiscal stability.

To operate successfully in this envi-
ronment, BWWB developed and
implemented an ongoing strategic
planning process as a management
tool integral to operations.

Process overview. The BWW man-
agement team believes that to truly
achieve strategic success, it must

e Create a shared vision of its ulti-
mate goals. Organizations driven by
clear purposes and shared values have
a greater capacity to succeed than
other organizations.

* Develop a common understand-
ing. A universal understanding of the
available resources, the business envi-
ronment, and the principles on which
strategies are based is key. It is impor-
tant that all key stakeholders under-

stand the water supply, environmen-
tal, and operational issues facing the
utility and the scope and impact of
capital and operating programs devel-
oped to address these issues.

e Create a commitment to imple-
ment. Obtain acceptance of the direc-
tion and urgency of the strategic and
operating plans, which must be inte-
grated into the day-to-day operating
practices to maximize the value that
the utility brings to its key stakehold-
ers. To achieve strategic success, the
plans must be effectively implemented.

These requirements dictate that sen-
ior management, with the active par-
ticipation of the board of directors,
lead the strategic planning process and
that the detailed departmental strate-
gies be developed by teams of employ-
ees because BWW employees operate
the utility and are responsible for
strategy implementation.

Therefore, in early 2004, the BWWB
initiated a five-year strategic planning
process (Figure 1) that reflects the fol-
lowing underlying principles:

® The board of directors and senior
management should develop the over-
all enterprise vision and direction.

¢ Each division and its respective
departments should have a plan that is
supportive of the overall enterprise plan.

* The process should be inclusive
and involve virtually every BWW
employee.

The BWW team believes that its
strategic planning process can be a
model of a comprehensive water utili-
ty approach that maximizes involve-
ment and commitment at all levels of
the organization.

Process description. Work on the
BWW strategic plan began in February
2004 with a board of directors and sen-
ior management retreat during which
the group articulated a shared vision,
core values, an overall mission, key
goals, and enterprisewide strategies.

The retreat was followed by strate-
gic planning sessions for each of
BWW’s three divisions (Operations
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and Technical Services, Engineering
and Maintenance, and Finance and
Administration) that were attended by
the respective divisions’ leadership and
department managers. These groups
articulated their plans to support the
overall enterprise’s mission and vision
and presented their strategies to imple-
ment the overall strategic plan.

The process then cascaded down to
the individual departments and func-
tional units, which developed their own
mission statements, departmental
strategies directed at implementing the
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FIGURE 1 Principles of Birmingham Water Works Board's strategic plan

Requirements for successful
management process

respective divisional strategies, actions
to implement their strategies, budget
requirements, and timetables.
Ultimately, strategic plans were devel-
oped for 30 departments and function-
al units and involved almost every
BWW employee.

The initial strategic planning
process culminated in a two-day
management retreat in August 2004
attended by the board of directors,
senior management, departmental
management, and key external advis-
ers. During this retreat each depart-
ment manager had the opportunity to
present his or her plan and respond
to questions. In addition, several key
organizationwide issues were dis-
cussed, including human resources,
internal communications, best prac-
tices implementation, leak identifica-
tion and prevention, industry
involvement, efficiency and cost con-
trol, and strategy implementation.

As a result of this process, BWW
developed a cohesive management
and employee team committed to a |
shared vision and mission and to
implementing a strategic plan that
they all helped develop. Once the ini-
tial planning was completed, the
process continued.

Each department was responsible
for reporting progress to the respec-
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tive assistant general managers. The
divisions reported progress to the
general manager and the board of
directors, and the general manager
monitored the overall enterprise
plan and reported the strategic plan-
ning committee of the board of
directors. This process is ongoing. In
May 2005, the board of directors
and senior management attended a
two-day retreat to review accom-
plishments, key issues that have
become increasingly important, and
changes required to keep the plan
current. In August 2005, the depart-
mental managers participated in an
additional retreat with the board of
directors and senior management
during which each of the approxi-
mately 30 department managers pre-
sented and discussed

® major accomplishments in the
first year of plan implementation,

¢ problems and obstacles they are
facing and how they are being or will
be overcome,

* most critical initiatives for the
next 12 months, and

¢ support required from the
board of directors, senior manage-
ment, and/or other departments and
functions.

The strategic planning process
timetable is shown in Table 1.

ELEMENTS OF THE STRATEGIC PLAN

Vision. A strategic plan begins with
the utility’s vision, which is a clear
statement of what success looks like.
In developing its vision, BWW con-
sidered a quote from Leo Burnett, the
founder of the advertising agency that
bears his name: “When you reach for
the stars you may not quite get one,
but you won’t come up with a hand-
ful of mud either.” With this in mind,
the BWW board of directors and sen-
ior management articulated an ambi-
tious shared vision of being
recognized as the premier water utili-
ty in the United States.

Values. Values are the shared beliefs
of an organization that drive day-to-
day decision-making and actions.
When employees truly believe in and
are committed to a set of values, they
are more likely to reflect those values
in the manner in which they interact
with customers, fellow employees,
suppliers, elected officials, and others
and are more likely to reflect those
values in resource allocation, whether
for infrastructure, personnel, sup-
plies, or services. BWW’s values
include the following:

¢ Quality water—the quality and
taste of the water provided is BWW’s
passion. The BWW team is commit-
ted to never compromising on the
quality of its product.

* Customer service—customers
must be served well (e.g., politely, in a
timely fashion, and correctly the first
time), not only from an effective and
efficient customer service function, but
also by every BWW employee having
direct or indirect customer interaction.

¢ Teamwork and mutual apprecia-
tion—customers will be served by a
cohesive team that is committed to
BWW’s vision and mission and that
appreciates the contributions, opin-
ions, and activities of all personnel at
all levels within the organization.

¢ Fiduciary responsibility— BWW
will view itself as a fiduciary of the
water supply, financial resources, and
other assets and will act accordingly.
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¢ Environmental stewardship—in
pursuit of providing excellent quality
water for current and future genera-
tions, BWW will be a good environ-
mental citizen.

Mission. The utility’s mission should
be the central focus of its operations
and decisions. The mission is the fun-
damental, unique purpose that sets the
utility apart from other organizations
and identifies its scope of operations. It
is an enduring general statement of the
utility’s intent and describes the areas
of emphasis for the organization in a
manner that reflects the values and
philosophies of the governing body,
management, and other key decision-
makers. BWWB’s mission statement is:
“The Birmingham Water Works Board
is committed to providing the highest
quality water and service to our cus-
tomers and . . . to future generations.”

This mission has been clearly com-
municated to all BWW employees
and vendors to provide a sense of
belonging to a committed team.
BWW management believes it is
essential that all of its associates
know the mission, believe in it, com-
mit to its accomplishment, and
believe in their personal as well as the
BWW team’s capabilities.

In addition, the board of directors
and senior utility management have the
responsibility of providing the human
resources, capital, systems, equipment,
and management to implement the
strategic plan and achieve the mission.

Other utilities will have different
emphases in their mission statements.
Some will focus on efficiency, others
on facilitation of economic develop-
ment, and still others on adequate
water supply.

committee
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Goals and objectives. To drive the
strategies and evaluate achievement
of an organization’s mission, greater
specificity concerning what is to be
achieved needs to be expressed in
terms of goals and objectives.

Goals are qualitative statements
that in their totality represent
achievement of the mission. They
should direct the application of the
utility’s resources in key areas, which
in BWW?s case are

* Water supply—to implement a
clear direction to obtain and protect
sufficient future sources of supply.

* Water quality—to provide the
best water in the United States recog-
nized for its excellent taste.

¢ Human resources—to recruit
and develop quality staff and to serv-
ice BWW’s human resource needs to
achieve the vision.

MIOX technology uses only salt, water
and electricity to disinfect water.

No hazardous chemicals are used,
transported or stored. Ever.

Move up to water by...

IOX

WWW.Miox.com

Visit our booth #2904 at WEFTEC
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e Customer service—to respond to
and meet the needs of the entire com-
munity and to resolve issues in a
timely and effective manner.

e Recognition/reputation—to be
recognized locally, regionally, and
nationally as the premier water utility.

¢ Financial performance—to
improve BWW’s financial position by
cost-justifying all major decisions and
charging appropriate rates.

Each of these goals is supported by
quantitative objectives that enable
BWWB to monitor progress and
performance.

Strategies. Strategies are allocations
of time, money, and effort, and are
designed to achieve various goals and
objectives. The strategies selected
must reflect the priorities of the utility
as expressed by the mission, goals,
and objectives, and they should col-
lectively be both necessary and suffi-
cient to achieve each of the defined
goals and sets of objectives. They
must be necessary because, in times of
economic scarcity, it is important that
utilities not waste resources on pro-
grams that will not contribute to
achievement of their strategic plans.
Furthermore, strategies must be suffi-
cient, otherwise the goals will not be
achieved. The BWWB strategic plan
includes 31 distinct strategies (see
sidebar on page 47) for addressing
the goal of quality water.

DIVISIONAL AND DEPARTMENTAL
STRATEGIC PLANS

Following the development of the
overall enterprise strategic plans, each
of the three divisions developed their
own plans consisting of the same ele-
ments as the overall plan and the
same goal categories. Each division
was responsible for articulating its
role in supporting the overall enter-
prise strategic plan and contributing
to the achievement of the organiza-
tion’s mission, goals, and objectivi-
ties. The mission statements for the
three key divisions are:
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¢ Engineering and Maintenance—
“To achieve innovative and quality
planning, design, documentation,
construction, and maintenance of
BWW’s infrastructure.”

¢ Operations and Technical
Services—“To provide the highest
quality water and service through supe-
rior operations, knowledgeable staff,
source water protection, and uninter-
rupted service to our customers.”

¢ Finance and Administration—
“To help manage the premier water
utility in the United States by helping it
to achieve excellent financial perform-
ance; provide the best customer service
in the nation; and employ a quality
staff committed to a shared vision,
mission, goals, and objectives.”

Once the divisional strategic plans
were completed, BWWB convened
workshops for each department and
function—ranging from water
resources to information technology—
to enable each department to prepare
a strategic plan supportive of its
respective divisional plans. Each group
developed a mission statement and set
of strategies. This process highlighted
the interrelationships of the various
departments and the overall enterprise
goals. For example, at the beginning of
the planning effort it was not apparent
that the human resources function had
an important role in identifying and
evaluating alternative water sources.
However, after discussion and reflec-
tion, it became clear that it did have a
role in staff planning to support this
effort. Similarly, the water quality and
purification group, which does not
generally have direct customer con-
tact, has a role in supporting the cus-
tomer service department’s efforts to
handle customers’ water quality
inquiries and issues.

ACCOMPLISHMENTS

At a retreat in May 2005, the sen-
ior management team and board of
directors discussed the accomplish-
meints achieved since adoption of the

initial strategic plan in August 2004.
These include

* enhanced focus on operating
within established budgets;

* new leadership and improved
operations of the human resources
department;

e industry recognition as exempli-
fied by BWWB activity in helping to
establish the standards for large water
system accreditation and positioning
to be in the first group of water sys-
tems to earn AWWA accreditation;

* new information technology and
accounting managers who are having
a positive effect;

* action on financial challenges;

e tying capital improvement plan
to the strategic plan;

e achievement of director’s level in
the Partnership for Safe Water (first
utility in Alabama to achieve this
distinction);

* implementation of security pro-
gram and involvement in industry-
wide security projects; and

* creation of an atmosphere of
positive change.

MAJOR INITIATIVES
FOR NEXT 12 MONTHS

Despite the considerable accomplish-
ments of the past year, the BWWB
team realizes that the strategic plan
encompasses five years and there is still
substantial work to be done and ac-
complishments to be achieved. Because
of financial pressures resulting from
substantially lower demand for water
caused by wet weather and past conser-
vation efforts, BWW is implementing
enhanced cost control and rate adjust-
ments recommended by its consultant,
Raftelis Financial Consulting, to ensure
long-term financial stability. Some other
major initiatives that will be pursued
over the next 12 months are to

* consider expansion opportunities
that will benefit BWWB;

e move ahead on efforts to ensure
a long-term sufficient supply of quali-
ty water;
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e evaluate, improve, and adopt best
practices for each department to
become “best in class”;

e continue and enhance the meter
replacement program;

¢ enhance infrastructure mainte-
nance programs;

¢ enhance the customer service cul-
ture and function;

¢ implement an active governmental
relations plan;

¢ continue implementation of secu-
rity improvements.

CONCLUSION

The accomplishments of the past 12
months and the initiatives BWW will
pursue indicate that BWWB would
have been working on many of these
important initiatives with or without
the strategic planning process.

However, it is also clear that the
process has enhanced the board of
directors’ and senior management’s
focus on the key initiatives and has
solidified the commitment of the divi-
sions and departments to do their part
to achieve a common vision.

Dwight D. Eisenhower said, “Plans
are nothing; planning is everything.”
Recognizing the truth in this statement
and its implication that plans must
change as the environment changes, the
board of directors and management of
BWW have created a strategic planning
process that is ongoing and involves
thinking, communicating, evaluating,
and most important, implementing.
The environment in which BWW oper-
ates will continue to change at an
accelerating rate. Although strategies
will need to change accordingly, the
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entire team will be focused on achiev-
ing its vision and mission,

—Gerald Wexelbaum is president of
Strategy Support Associates Inc. and is
a specialist in strategic management
consulting. Wexelbaum has more than
31 years experience in management
consulting. He holds a BS degree in
marketing from Pennsylvania State
University and an MBA degree with
concentrations in marketing and busi-
ness economics from the University of
Chicago. He can be reached at gerald-
wex@aol.com. Mac Underwood is
general manager of the Birmingham
Water Works and oversees all areas of
its daily operations. He is a member of
AWWA and previously served six
years as director of finance for the city
of Birmingham. Underwood can be
reached at munderwood@bwwsb.com.

With an aging population and low birth
rates, the competition for highly skilled
workers is expected to greatly intensify
in many US industries in the very near
future—the water and wastewater
industries are no exception.
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