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Water efficiency and the wider context



Water and environmental 

quality has improved ï82 

Blue Flag beaches and 

fish in the Thames again

Customer service is significantly better than 17 years 

ago ïonly 4,825 properties (0.02%) are now at risk of 

low water pressure, compared with 344,259 (1.6%) 

properties in 1990-91

Leakage has 

fallen by 35% 

since peak in 

1994-95

Network is 

functioning better ï

more companies 

have stable 

serviceability than 

ever before

£80 billion has been invested.

Companies are more efficient 

ïbills are 30% lower than 

they would have been

What has been achieved so far
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Rise in single 

households, which use 

more water. Need to be 

more water efficient

Changing climate 

could bring more 

droughts and 

floods

Water is the new oil 

ïGoldman Sachs

Building on flood 

plains increases 

burden on drainage 

systems

Need resilient 

infrastructure ïnetwork 

is 335,000 km long, much 

of which is ageing

Growing UK population ï

predicted to reach

71 million by 2031
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The future challenge ðsustainability



Why water efficiency?
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11 of 20 regions are areas of serious water stress

Need to restore sustainable abstractions

Scope to enhance supply, but not unlimited

Average PCC = 146 litres/head/day

PCC in areas of serious water stress = 159 litres/head/day

Scope to reduce demand
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Destination and road map



What do we want to achieve? 
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Informed consumers respond to meaningful price signals

Resulting level of per capita consumption should be 

sustainable and economic 

Benefits to consumers and environment



What do we need to get there?
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A clear policy steer from Government

A regulatory framework that supports and incentivises 

companies to achieve sustainable levels of water use

Action and innovation from water companies and their suppliers



Clear policy steer from Government
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Future Water:

Ambition to reduce average per capita consumption to 

130 litres/head/day by 2030

Code for sustainable homes, and other initiatives



Regulatory support and incentives
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Water efficiency targets developed with companiesô help

Base target ï1 litre/property/day. Relates to duty and good 

customer service

Sustainable, economic level of water efficiency ïwill vary 

by company. Relates to economics of balancing supply 

and demand

Targets will help to build the evidence base



Regulatory support and incentives
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Support more metering where it is economic

Companies have to make the case, but we have 

provided guidance 

Tariff trials guidance



Regulatory support and incentives
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Revenue correction mechanism

Reduction in revenue Reduction in costs

£

Incentive

U
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Regulatory support and incentives
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Revenue correction mechanism

Reduction in revenue Reduction in costs Incentive

V

Review package of incentives (post PR09)



Market mechanisms
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Trading of abstraction rights should send price signals to 

companies about relative value of water in different areas

Expect new entrants to compete on service as well as price ï

services include water efficiency support

Compared with firms in competitive markets, statutory 

monopolies have less incentive to communicate effectively 

with customers



Action and innovation from companies
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Companies can play their part by:

Identifying and delivering the most effective water 

efficiency activities

Sending the right signals and information to consumers

Sending that information effectively
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Getting the message across



Sending the right message
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Ideally prices should be structured so that, for each additional 

unit, consumer pays the full financial, social and environmental 

cost of supplying more water

Consumers then compare the extra cost of more water with 

the extra benefit it gives them 

Metered tariffs in two parts ïvolume charge roughly 80% of 

average household water bill

Rising block tariffs, seasonal tariffs?

But research suggests customers are sometimes unaware of 

the price of water and the amount they use



Sending the right messagesé effectively
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Price signals ineffective if consumers unaware

Water efficiency measures ineffective if consumers do not care

Customer communication has to improve

Smart meters with customer read-out? Links with energy?

Better billing information

Folkestone and Dover ïfollowing the Yarra Valley example



Sending the right messagesé effectively
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Compares customer use with typical 

and water efficient use, highlighting 

possible bill savings

Compares recent use with past use



Sending the right messagesé effectively
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Sending the right messagesé effectively
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Typical costs of types 

of use

Helpful information

Heeding lessons from 

Barbara Young!


