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1.0 The Company and Background
One of the original 10 water authorities in England privatized in 1989, Severn Trent Water serves a population of 8 million people and has its registered office in Coventry. With a total Assets worth of £11.94b they also boast liabilities of £9.32b giving net assets of £2.62b. Furthermore, with cash in the bank exceeding just North of £15m; they presently employ 6,524 individuals and report a £1.72b turnover.
Additionally, Severn Trent Water is in the top three water companies in the UK; one of the largest outfits internationally, however more importantly one of only three of the original ten along with United Utilities and Pennon which are shareholder owned. Severn Trent has a partnership with United Utilities titled Water Plus, where they merge their customer base for billing and retail activities.
It is therefore critically counterintuitive to not have a clear and positive strategy to avoid takeover or purchase as has happened to the rest of the UK water industry.
2.0 Strategic Direction 
Severn Trent aim to maximize customer satisfaction whilst meeting and beating the best in terms of all regulator measures; customer satisfaction, employee satisfaction; shareholder value; environmental standards; meeting new legislation and planning for all prospective legislation. In addition, they exercise organic growth and appropriate diversification via product development, as well as acquisition for prospective increased income and shareholder needs.  With a healthy customer base of 8 million, and business customers of around 250,000, it provides a platform of strong opportunities for sales and additional value.
It could be inferred that quite uniquely in the water sector, their aspirations and plans are correctly constructed from customer trust, which is an area many other water companies have failed on.
3.0 Internal and External Environment
Severn Trent’s assets run into billions and are being improved to the extent of about £400m a year; this takes an exceptional amount of engineering and delivery division; from conceptualizing the implementation. Their employees run into the thousands and are spread over a massive geographical area so communications, safe places of working, transport systems and infrastructure are imperative, key elements of their success.
In regards to their external environment, a water company must play a crucial part in the community in order to get across its key messages to deliver an effective service. Therefore, local authorities, domestic support services, community bodies are imperative. Furthermore, they need to showcase the perception to support businesses in the environment via also delivering awards and sponsoring events – this too is important, its dual result is appearing socially responsible.
4.0 New Strategies for the Changing Nature of Business
New Strategies may venture into a number of avenues; either maintaining their strong market position in all aspects, whilst being the most sustainable, or growth through acquisition and the newest most effective and efficient products. It could be inferred that one future change in which must be adopted and planned for, is global warming and climate change (- resource more becoming more scarce in the face of a growing population). ” Our environmental targets are ambitious and we are challenging water companies to go faster and further on environment, leakage and protecting supplies.” (Bradshaw) - Environment Agency of Environment and Business.
Retail competition for business customers has now commenced into the water sector with great opportunities, and risk for ownership of the business customer base. Through retention of business customers and acquisition of new ones the company can both grow nonregulated income as well as cross selling other products such as insurance, compliance audits, water system maintenance, utility mapping (etc).
5.0 Ethical, Resilience and Prosperity Consideration
5.1 Ethical includes the conservation of water, pollution control to the rivers and waterways as well as controlling emissions to the atmosphere. Severn Trent use their own natural resources to run the business, such as power through wind turbines on the land of the water company, water turbines on reservoir spillways. In addition, they use products such as ‘drying out’ and pelletizing sewage sludge as a fertilizer and sludge incineration plants to generate power. Ethical solutions also meet stakeholder expectations eg through less sewage flooding and less pollution. Ethical solutions also meet most of the regulator requirements with Ofwat, the Environment Agency and DEFRA.
It is the government’s declared strategy to grow wind generation at sea as well as on land and the water companies, and, Severn Trent in particular, are one of the titan land owners in the country.
5.2 Resilience
This includes the best technology to automatically run treatment plants from one location through automation, in example, in times of a pandemic whereby staff can’t travel. Furthermore, having the ability to move water through pumped grid networks in times of localized drought, and to survive without sections of the network in times of flooding or major bursts. This enables all employees to work flexibly including from home.
Since privatization in 1989, Severn Trent has invested significant capital into research and technology enabling it to become more efficient, reducing bills, being less labor intensive and smarter in running its networks and organization.
5.3 Prosperity 
This can be deduced by results through reduced energy costs; additional income by selling energy to the grid; maximized efficiency and a strong shareholding due to shareholder confidence.
In addition, water companies’ pertinacity enables supplementary value in services to their large businesses and multi sites (such as supermarket chains). Here lies a great scope for monopolization, but also a risk in their acquisition of the customer base. The income from these added value services to key customers is classed as non-regulated, so goes direct to the bottom line as profit.
[bookmark: _Hlk54113617]6.0 Strategic Management in a changing environment along with Corporate Level Strategy Considerations
To be the best in the world is the result of being the most trusted, with the strategy to deliver this by having the best people, starts at Board Level and being the top of all stakeholder measures – Ofwat; Customer and Employee Satisfaction; Environment Agency; Defra and shareholder value; to be the first over any peer industries with a confidence for future growth and sustainability. Large water companies have a massive ongoing capital programme in excess of £400million per annum for new assets and upgrades in order to meet both regulators’ needs for future demanding standards in water quality as well as reduced pollution.
Ofwat must approve this expenditure every 5 years through what is called a ‘Periodic Price Review’ which allows the company to pay for the programme via customer charges. Ofwat expects the periodic review submissions to be demonstrating best value for money whist contributing from the water company through efficiency savings and business level strategy, which encompasses the delivery of the above through stretching targets, scorecards and regular reviews of delivery of targets to a challenging business plan which has board level measures cascading down to front line worker level.
Severn Trent was one of only three water companies to get over the line at first hurdle with its high quality plans, (Ofwat) 
Key to a water company’s success, as with any other company, is becoming more efficient through different ways of working; greater efficiency and huge step changes in operations through research and development. Since privatisation in 1989, water companies only now employ about a quarter of the workforce. This is due to asset investment, new technology and research and demonstrating appropriate resilience in the face of change. Many water companies have been acquired by the big investment houses and Pension Funds because of their guaranteed returns - only three large ones remain on the stock market in the UK, namely United Utilities, Severn Trent and Pennon (all three have proven to be powerhouses). Shareholder value is therefore a top priority.
7.0 PEST Analysis
7.1 Political – A titan influence on the water sector, as many would still like to renationalise after 31 years of privatisation. Water companies must demonstrate their value and efficiency to politicians as well as local authorities and business bodies by in effect doing their own lobbying and influencing, such as the CBI.
7.2 Environmental- The environmental aspect is mentioned elsewhere in a number of ways but in reference to a water company, it is a custodian of the environment through its responsibility to manage the most valuable of natural resources, and needs to demonstrate doing this all of the time through marketing and communication.
7.3 Social - Water companies, particularly Severn Trent, play a key role on the world stage through their significant support of WaterAid, a body which provides water and effluent treatment to millions around the world who do not have it, or have clean water. Their contribution to society as been, and continues to be instrumental in this respect through financial, physical and technological support to the underdeveloped countries.
7.4 Technological – This is single handedly the biggest element to a water company’s success. This is due to how technology improves processes, treatment, ways of working, but above all, future product and process development gives the edge over its competitors. Examples are mains repairs without turning the water off; sewer linings without interrupting the service; new disposal methods; energy generation and added value products to sell.
8.0 SWOT Analysis
8.1 Strengths - Severn Trent’s assets, processes, and technology have accumulated and improved over the decades, and they are best ranking by regulator measures. They have strong share value with almost guaranteed dividends. ON a geographical level, they occupy most of the heart of the Midlands. Moreover, they boast being on the top or near top position for environmental and Ofwat measures.
8.2 Weaknesses – Severn Trent’s leaders are regularly poached by competitors so must be rewarded appropriately. Also, bad publicity has a significant ripple effect – floods, drought and pollution always need emergency contingency plans to manage them.
8.3 Opportunities - Being the best with the regulators brings financial rewards and attracts additional prospective interest. Being the best with business customer management enables the acquisition of new customers in the UK through competition legislation.
8.4 Threats – No company is bullet proof. With Severn Trent, their potential threats consist of, however are not limited to, takeover or acquisition, floods, droughts and pollution (that bring heavy fines and poor public and shareholder perception). Another classic case could be a corporate merger, for example with United Utilities or a takeover by foreign investors.
9.0 Stakeholder Analysis and Organisational Purpose
9.1 Ofwat have about 12 key measures in which must be met; ranging from sewage flooding to water quality, complaint levels and satisfaction. All of which collectively make up a water company Index and those with the highest index are rewarded in their periodic view for charges.
9.2 The Environment Agency control pollution to watercourses and incur exceptional fines for pollution which can be company licence threatening. Water companies are under pressure to improve the water environment. Traditional methods of floodwater storage, such as big concrete tanks are not as effective as diverting water into the landscape therefore each water company is now rated from one star (poor) to four stars (industry leading), and this is based on a range of measures. These measures include serious pollution incidents, pollution per kilometre of sewer pipes and compliance with all permits. Severn Trent, along with Wessex Water was one of only two companies to achieve a 4-star rating for 2019 (Environment Agency Website, 2020)
9.3 Shareholders want to see a healthy balance sheet, strong profits within allowable Ofwat limits, strong dividends (usually min 5% per annum) and positive customer perception. Severn Trent is a stockmarket favourite with shareholders for its healthy returns.
9.4 Employees must be well remunerated, enjoy a safe and reliable workplace and be respected for their contribution to prevent them leaving the organisation and maximising output. Water Industry staff are highly recognised for their skills and expertise and are welcomed in most sectors.
10.0 Corporate Level Strategy, Product and International Diversity and Portfolio Management
Managing key customers (the top bill payers) in a special way through key account management cements bills being paid more promptly and reduce debt, and develop opportunities for generating additional income through selling products on their huge sites such as leak detection and repair, mainlaying and treatment package plants etc. The large multi sites such as Asda, Tesco and Health Trusts, to name but a few, birth new opportunities through the new competition legislation, whereby a water company can manage all of their UK sites as happens with gas and electricity.
Severn Trent in the past has established a number of businesses should it have wished to diversify internationally, namely:
· Severn Trent Water International (2 Aug 1995 – 4 June 2007)
· Severn Trent Industries Ltd (1 Sep 1989 – 2 Aug 1995) (Research on International Activity)
11.0 Strategic Evaluation and Selection
Seven out of the ten top water companies in the UK have been acquired the two biggest of the three remaining, Severn Trent and United Utilities have not. They have done this by diversifying through acquisition and new products and delivering exceptional service to their customers. They stand as being exceptionally efficient, meeting all shareholder expectations and do not leave any efficiencies to be made by prospective takeover.
12.0 Severn Trent Aspirations for the next 5 years 2020 – 2025
The declared purpose of Severn Trent in their business plan is to serve its customers and communities. Their vision is to be the most trusted water company by 2020 and every year thereafter. “But trust has to be earned – it is given not taken, and it has to be given by you our customers” (Trent, 2018)
12.1 – More Help for those that need it
· 5% reduction in bills in real terms
· 400k customers supported on a priority register
· Helping nearly 50% more customers who are struggling to pay
12.2 - Improvements in Service
· Sewer Flooding reduced by a further n8%
· 95% of low-pressure issues fixed first time
· Reduce leakage by 15%
12.3 – Improving the Environment
· Reduced pollutions by 17%
· Improvements in2,100 km of river quality
12.4 – Giving Back to Communities
· Community dividend given to local communities through volunteering, Trust Fund, and a new commitment to use 1% of company profits for community schemes
· 40% employee volunteering
· £10m investment in new technical academy for the Midlands
· New education programme for every primary school+
13.0 Conclusion
Severn Trent appear to be doing everything right - being strong financially, in favour with their main regulators, avoiding negative publicity, a wealth of with customer satisfaction and are growing through organic growth and acquisition. Being ranked joint highest on the environmental dashboard, one of three to achieve its periodic review for water charges for 2020 - 25 at its first submission to Ofwat (Review, 2019)
Their choices are to grow by continuing on this path, acquire more customers through retail competition, merge with Untited Utilities (though this is unlikely to get through the Monopolies and Mergers Commission) acquire more water companies at home and abroad and continue to meet and beat all performance related measures. Or alternatively, to be taken over if this is in shareholders’ best interest, whilst remaining a strong business.
In the water sector neither would be a surprise as all top 10 have looked at these two options but the main point with Severn Trent is they are in a position to direct their own future.
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