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Demographic change

1.17 
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Changing demand

1.18

Figure i: Water delivered to households 1990-2011
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1.19

Planning for change

1.20

1.21

Case for Change – current and future water 
availability6

Explanation of water demand maps: Blue catchments have water surpluses while red catchments 
have deficits. The 8 left hand maps are based on lower population growth and substantial increase in 
water conservation, while the 8 right hand maps are based on higher population growth and increased 
water use. The top 8 maps are based on current levels of water flow protection, while the bottom 8 
maps are based on flow requirements that alter as flows are affected by climate change. Lastly, each 
square has 4 maps based on 4 different scenarios of how climate change might affect future river 
flows (A, C, G & J). See Figure ii.

http://www.environment-agency.gov.uk/research/planning/33088.aspx


16

Figure ii: Unmet demand in the 2050s
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1.22  Despite the range of results, the Environment Agency was able to draw several conclusions:

•  Water resources are already under pressure. Current levels of water abstraction are already 
harming some nature conservation sites or the ecological health of catchments.

•  All of the scenarios predicted a future with less water available for people, businesses and 
the environment.

•  Future pressures will not be limited to the south and east of England. Under many of the 
scenarios the south west and northern England will see significant unmet demand. 

•  Over the longer term climate change could have a bigger impact on available water 
resources than population growth.

•  The water environment will change. Some species will be better suited to future conditions 
than others. We will need to reconsider the requirements for future water ecosystems and the 
implications for the amount of water available for abstraction.

•  Demand management will have an important role to play, but we may need significant new 
water resources to be developed.

•  Solutions will have to be found at both a local and strategic level as even where a river basin 
may have enough water, local catchments within it might not.

1.23 Over the last few years three major reviews have considered these and other challenges faced 
by the water sector. The issues raised by Martin Cave’s Review of Competition and Innovation in 
Water Markets in England and Wales7, Anna Walker’s Independent review of Charging for Household 
Water and Sewerage Services8 and more recently by David Gray’s Review of Ofwat and consumer 
representation in the water sector9, are central to this White Paper.

1.24 This White Paper is Government’s response, and it sets out how we will work with others to drive 
change, support growth and protect the environment. Our objectives are to:

•  paint a clear vision of the future and create the conditions which enable the water sector and water 
users to prepare for it;

•  deliver benefits across society through an ambitious agenda for improving water quality, working 
with local communities to make early improvements in the health of our rivers by reducing pollution 
and tackling unsustainable abstraction;

•  keep short and longer term affordability for customers at the centre of decision making in the water 
sector;

•  protect the interests of taxpayers in the policy decisions that we take;

•  ensure a stable framework for the water sector which remains attractive to investors;

•  stimulate cultural change in the water sector by removing barriers to competition, fostering 
innovation and efficiency, and encouraging new entrants to the market to help improve the range 
and quality of services offered to customers, and cut business costs;

7 http://www.defra.gov.uk/environment/quality/water/legislation/whitepaper/

8 http://www.defra.gov.uk/environment/quality/water/legislation/whitepaper/

9 http://www.defra.gov.uk/publications/2011/07/06/pb13587-ofwat-review-2011/
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1.22

  Water resources are already under pressure. 

a future with less water available for people, businesses and 
the environment.

  Future pressures will not be limited to the south and east of England.

climate change could have a bigger impact on available water 
resources than population growth.

  The water environment will change.

but we may need significant new 
water resources to be developed.

  Solutions will have to be found at both a local

1.23
Review of Competition and Innovation in 

Water Markets in England and Wales7 Independent review of Charging for Household 
Water and Sewerage Services8 Review of Ofwat and consumer 
representation in the water sector9

1.24
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Key commitments:

We will introduce a reformed water abstraction regime resilient to the challenges of 
climate change and population growth and which will better protect the environment. 
We will work closely with stakeholders in designing the new system and will establish a 
national advisory group to guide the process. We plan to consult on proposals in 2013, 
and aim to introduce legislation to reform the regime early in the next Parliament.

We want to increase interconnection in our water supply system so that we can use 
our resources more flexibly and efficiently. The Environment Agency will look for 
interconnection options across all licensed water supplies and will consider further whether 
there are environmental barriers to large scale transfers through existing river and canal 
systems. We are looking to Ofwat to support this drive for greater interconnection and 
bulk water trading through its use of incentives for water companies.

2.1

2.2

2.3

2.4

Water for Life
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2.5

Electricity supply industry

Public water supply

Fish farming, cress growing,
amenity ponds

Other industry

Non-tidal Abstraction

43%

40%

9%

8%

Figure iii10

2.6

2.7

The case for reform

2.8

http://www.defra.gov.uk/statistics/environment/inland-water/iwfg12-abstrac/
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2.9

2.10
The case for change – reforming water abstraction 

management in England

Too much water is being abstracted from some catchments.

Abstraction charges do not send the right price signals.

The current process to change licences that allow damage to the environment will become 
increasingly untenable as the climate changes.

The system fails to incentivise abstractors to manage risks from climate change at least cost. 

The system creates barriers to efficient sharing of water.

A new abstraction regime

2.11
We 

 

http://www.environment-agency.gov.uk/research/planning/33088.aspx
http://randd.defra.gov.uk/Default.aspx?Menu=Menu&Module=More&Location=None&ProjectID=17265&FromSearch=Y&Publisher=1&SearchText=wt0921&SortString=ProjectCode&SortOrder=Asc&Paging=10%23Description
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will therefore introduce a reformed abstraction regime.

2.12 W

2.13

2.14



The principles for transition

2.15 We will follow agreed principles for the transition to a new regime as we recognise 
the importance to abstractors of both continued access to water supplies and transparent 
understanding of their reliability. 

2.16

2.17

We will establish a national 
advisory group of key stakeholder representatives to guide this process.

The timetable for change

2.18 We will consult on detailed proposals for reform in 2013, and aim to introduce 
legislation to implement the changes early in the next Parliament.

Water for Life
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2.19

2.20

2.21

2.22

2.23

2.24

http://www.environment-agency.gov.uk/static/documents/Business/100401_WRSE_Joint_report_Final.pdf


2.25

The Environment Agency will take an overview of interconnection options across all licensed 
water supplies in order to provide a challenge to a company’s assessment in its Water 
Resources Management Plan of the potential for bulk transfers. It will also consider further 
whether there are environmental barriers to large scale transfers through existing river and 
canal systems.

2.26
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Key commitments:

We will take forward our new catchment-based approach to water quality and diffuse 
pollution. We will also work towards Common Agricultural Policy reforms that will promote 
the farming industry’s role as custodian of the natural environment. As well as agricultural 
sources we will continue to tackle pollution from other sources such as private wastewater 
facilities and abandoned metal mines. We will consult on a national strategy on urban 
diffuse pollution in 2012.

 

We will tackle the legacy of unsustainable abstraction in parallel to developing and 
implementing a reformed abstraction regime. We will develop an action programme for 
addressing unsustainable abstraction in the River Basin Management Plans up to 2027, and 
beyond. We are working with Ofwat and the Environment Agency on how best to include 
water company solutions for restoring sustainable abstractions in the price review process, 
having first been included in the companies’ Water Resources Management Plans. We will 
reduce the barriers to trade in abstraction licences. 

3.1

3.2

 UK National Ecosystem Assessment  

http://www.defra.gov.uk/environment/natural/uknea/


3.3

3.4

The Water Framework Directive

UK National Ecosystem Assessment
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Specific 
Pollutants 20 17 1 21 267 21 31 78

Priority 
Hazardous 
Substances

15 4 18 8 30 67 8 106

BOD and 
Ammonia 376 1 6 1 88 1 3 340 873 457

Nutrients 1552 3 4 101 4 1 433 1635 653
Hydrology 38 1 1 1 3 12 1 5 1 8 98 718
Morphology 288 5 13 5 3 107 3 38 3 392 170 2725
pH 15 39 5 13 50 3 68
Sediment 396 4 7 8 17 2 9 66 9 50
Groundwater 
pressures 53 19 6 9 10 12 271

Still under 
investigation 82 10 16 11 29 2 155 106 656

Figure iv – Reasons for failure to achieve “good status”17

The catchment-based approach
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3.8

3.9

3.10 

3.11

Figure v

3.12
We 

will draw out the lessons from all the catchment pilots and intensively support 25 of them, 
including through an evaluation of the initial phases in early 2013.



Upstream Thinking
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South Pennines Ecosystem Services Pilot

Mandatory measures

3.13 



Water Framework Directive Catchments

Figure v

34 Water for Life

Figure vi

Figure vi shows the impact of changing farming practices on the health of a catchment. Improved 
practices illustrated on the right have been shown to have a significant impact on water quality, 
be affordable and in many cases even save farmers money. Examples of good practices include soil 
management (cultivating across the slope, establishing buffer strips and avoiding high risk crops 
next to water courses), livestock management (reducing field stocking rates when fields are wet and 
regularly moving feeders and water troughs), fertiliser management (ensuring soil analysis for nutrient 
content and using clover in place of grass), farm infrastructure (fencing off rivers, bridges for livestock 
crossing and farm track management) and manure management (keeping heaps away from water 
courses and installing covers on slurry stores).

Agricultural pollution

3.14 Work by the Environment Agency illustrates the relative importance of different sectors’ impact 
on the water environment and the reasons for water bodies failing to achieve “good status” (see 
Figure v). While many farmers have worked to prevent pollution, by not over applying fertilisers, 
manures and pesticides, and by preventing soils eroding into watercourses, pollution from agriculture 
is significant18.

18 See Figure iv (p.30)

  Pilot catchments (Environment Agency and 
third party hosted, evaluated by Defra)

  Catchments where external organisations 
have expressed an interest to host

  Remaining Water Framework Directive 
catchments

Map produced 29/11/2011 
© Crown Copyright and database right 2011. 
Ordnance Survey licence number 100024198
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Figure vi

Figure vi shows the impact of changing farming practices on the health of a catchment. Improved 
practices illustrated on the right have been shown to have a significant impact on water quality, 
be affordable and in many cases even save farmers money. Examples of good practices include soil 
management (cultivating across the slope, establishing buffer strips and avoiding high risk crops 
next to water courses), livestock management (reducing field stocking rates when fields are wet and 
regularly moving feeders and water troughs), fertiliser management (ensuring soil analysis for nutrient 
content and using clover in place of grass), farm infrastructure (fencing off rivers, bridges for livestock 
crossing and farm track management) and manure management (keeping heaps away from water 
courses and installing covers on slurry stores).

Agricultural pollution

3.14

Figure v

.
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3.15

UK National Ecosystem Assessment

3.16

3.17

We will work towards a reformed 
CAP which promotes effective delivery of environmental public goods, particularly by 
implementing land management uses and practices that mitigate climate change and 
protect vital natural resources such as water. We will provide clearer guidance for farmers 
on the basic measures required to safeguard water courses. We will plan how to spread 
the funds across economic and environmental priorities, and gain better value for money 
by identifying measures that deliver multiple benefits for water, soils, air quality, climate 
change and biodiversity.

3.18 When this approach is delivering, we will consider whether we can merge the 
requirements that flow from the Nitrates Directive into the integrated set of asks of farmers 
so that we do not need a separate set of requirements for Nitrate Vulnerable Zones.

Water for Life
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Other sources of rural diffuse pollution

3.19 We will continue to tackle sources beyond those from agriculture, for example from 
private wastewater facilities, such as septic tanks, or abandoned metal mines. Using 
evidence gathered through local investigations and national data sources, the Environment 
Agency will target those catchments where these sources are a problem.

Saltburn Gill

Water for Life
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Urban diffuse pollution

3.20

3.21 We will consult on a national strategy on urban diffuse pollution in 2012.

3.22

3.23

Bathing and shellfish waters

3.24 From 2015, we will introduce more stringent bathing water standards, based on a better 
understanding of how pollution can affect bathers’ health. 

3.25 We will also maintain delivery of microbial standards at designated shellfish waters 
and, as the legislation changes in 2013, ensure that they are afforded the same level of 
protection as protected areas under the Water Framework Directive.

A summary of our ongoing commitments

3.26

Water for Life
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Urban diffuse pollution

3.20 Diffuse pollution arising from the built environment has a significant impact on water quality. 
However, the pressures are complex and diverse with many different organisations needing to play a 
part in the solutions. Some of the measures also require a more general shift in behaviour, for example 
addressing the misuse of drainage systems.

3.21 We will consult on a national strategy on urban diffuse pollution in 2012. This strategy 
will form part of our refreshed approach to Water Framework Directive delivery. We will focus on 
several key sources, including runoff from roads and industrial estates; contaminated sediment; and 
foul-water misconnected to surface water sewers.

3.22 We will work with the Highways Agency to model the risks from road runoff and to prioritise 
remediation work; with local authorities to amend street cleaning regimes which could reduce 
pollutants entering the surface water system or the use of permeable asphalt; with industry, to remove 
harmful chemicals in products; and with the general public on such matters as misconnections to the 
sewerage system and disposal of fats, to raise awareness and encourage action.

3.23 In this way, we will employ both national level interventions and more locally driven measures 
within catchments. As part of this, we are encouraging uptake of the catchment-based approach 
within urban areas too, building on current cross-organisational working to manage local flood risks.

Bathing and shellfish waters

3.24 From 2015, we will introduce more stringent bathing water standards, based on a better 
understanding of how pollution can affect bathers’ health. If these standards were in place now, 
over half of our waters would achieve the highest standard, but around 10 per cent would fail the new 
minimum.

3.25 We will also maintain delivery of microbial standards at designated shellfish waters 
and, as the legislation changes in 2013, ensure that they are afforded the same level of 
protection as protected areas under the Water Framework Directive.

A summary of our ongoing commitments

3.26 The Government looks to many actors to play their part in securing a healthy aquatic 
environment, but, with its delivery bodies, will lead the way by supporting and facilitating action. In 
particular:

•  as announced in April, we have made £92 million available over the 4 years starting 2011-12 to fund 
projects to deliver the Water Framework Directive in ways that lever contributions from third parties;

•  continuing Catchment Sensitive Farming, with programme funding anticipated to be £72 million 
over the three years starting 2011-12;

•  maintaining our programme of research and development projects worth £11 million this year 
(including for example Demonstration Test Catchments, worth £8.5 million), looking to better 
understand and encourage joint land and water management;

•  creating, through the Environment Agency, a high quality evidence base to inform the catchment-
based approach and track whether it is achieving what we need or what more is needed;

•  contributing to the delivery of outcomes that are sought at catchment level by acting to promote 
and secure compliance with existing requirements;

•  making sure that Defra’s delivery bodies join up and work well together to generate a common 
message to farmers on what is needed to deliver environmental objectives in an integrated way;

•  allocating funds under the Common Agricultural Policy in a way that delivers the range of desired 
environmental outcomes in an integrated way; and

•  publishing a strategic approach to addressing urban diffuse pollution during 2012 as part of our 
wider refresh of Water Framework Directive delivery, and as part of this encouraging greater uptake 
of the catchment-based approach within urban areas.

Figure vii – Risk to ecology from current abstraction in England and Wales

Water for Life

 Should support Good Ecological Status

 Low risk to Good Ecological Status

  Medium risk to Good Ecological Status

  High risk to Good Ecological Status

 Regulated rivers, reservoirs and lakes
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Establishing the extent of the problem

3.27

Figure vii

3.28

Tackling over-abstraction

3.29

We will develop an action programme for addressing unsustainable 
abstraction in the River Basin Management Plans up to 2027, and beyond.

Water for Life



Restoring Sustainable Abstraction – Heltondale Beck

3.30

3.31

3.32

Water for Life



3.33

3.34

3.35 We think that a framework where company solutions for restoring sustainable 
abstractions are included in the price review process, having first been included in the 
companies’ Water Resources Management Plans has the potential to deliver better outcomes 
for consumers and the right incentives on water companies. We are working with Ofwat 
and the Environment Agency to identify how best this could be achieved.

3.36

3.37 The Environment Agency will consult in 2012 on changes to its charging scheme to use 
the Environmental Improvement Unit Charge (the part of abstraction charges that funds the 
costs of compensation payments) to fund hydromorphological measures, where it is cost 
effective to do so and where the primary objective is to address unsustainable abstraction. 

Water for Life
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Hydromorphological measures

3.38 The Environment Agency will also pilot using reverse auctions as a tool for restoring 
catchments to a sustainable balance at least cost.

3.39 A power in the Water Act 2003 enables licences causing serious damage to our rivers, 
lakes and groundwater to be removed or varied without compensation. We will start using 
this power from 2012 and will consult shortly on how we do so.

Driving economic growth through better use of our water resources

3.40

Figure viii

3.41

.

3.42 We will reduce the barriers to trade in abstraction licences.

Water for Life
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3.43 The Environment Agency published in October 2011 new and clearer rules, introducing a 
presumption that a trade should be permitted where there is no risk of increasing environmental 
damage. The Environment Agency will improve market information (including by publishing 
information electronically on average trade prices, volumes and locations) to make it easier 
for willing buyers and sellers to understand the potential value of their abstraction licences. 
It will publish on the internet data on water licences so that those interested in buying 
licences can approach potential sellers, encouraging the emergence of market makers and 
brokers.

3.44 To encourage trading by increasing the volume of water that may be available to trade, 
the Environment Agency will examine large unused licences to consider whether it should 
use its current powers to revoke these licences where the holder does not have a reasonable 
need for them (which might include holding a reasonable contingency). The Environment 
Agency will also identify a number of catchments with potential for increased trading where 
it will actively promote and test these reforms. We will use this experience to help design a new 
abstraction regime more encouraging to trades.

Figure viii – Availability of water in England and Wales – percentage of time water would be 
available for abstraction under new licences

Water for Life

 less than 30%

 at least 30%

  at least 50%

  at least 70%

 at least 95%

4. Planning and building for the future
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Key commitments:

Government and the regulators are working to minimise burdens on companies from the 
separate planning processes in the water sector. We will build on the priorities set out 
in this White Paper in the guideline for the next water resource management planning 
cycle and the forthcoming strategic policy statement and social and environmental 
guidance to Ofwat. The Environment Agency will work with other sectors of the economy 
with significant dependence on water to advise Government of the future risks to both 
abstractors and the environment.

We will take a strategic overview of the quality and capacity of water and wastewater 
infrastructure, and the robustness of the sector’s plans for future service delivery. 
Government, the Environment Agency and the water industry will consider further 
whether there are strategic national infrastructure projects necessary to ensure water 
supplies remain resilient and, if so, whether there are barriers to their delivery that should 
be removed. 

We will work with Ofwat and Environment Agency to ensure a more strategic approach 
to drainage planning. We will consult shortly on national standards and a new approval 
system for sustainable drainage. We will also consult on proposals that new sewers must 
meet default build standards.

4.1

4.2

4.3

4.4
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4.5

The current water planning framework

4.6

4.7

4.8 Ofwat, the Environment Agency and the Drinking Water Inspectorate have agreed 
to strengthen their working relationships to provide clear signals to the companies on 
delivering outcomes, and the Government is working closely with them to minimise the 
burdens on companies. This includes bringing forward some of the work for the second 

Water for Life

http://www.defra.gov.uk/publications/2011/09/30/pb13653-water-resources/
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cycle of River Basin Management Plans to enable delivery through the 2014 price review. 
Government will also change the statutory timeframe for drought plans to a five yearly cycle 
as for WRMPs.

Water Planning up to 2025

R
iv

er
 B

as
in

M
an

ag
em

en
t 

Pl
an

W
at

er
 R

es
o

u
rc

es
M

an
ag

em
en

t 
Pl

an
Pr

ic
e 

R
ev

ie
w

D
ro

u
g

h
t

Pl
an

2010 2012 2014 2016 2018 2020 2022 2024 2026 2028 2030 2032 2034 2036 2038 2040 2042 2044 2046 2048 2050

2010/15

2010/15

2015/21

2021/27

P

2013/38

P

2018/43

P

2023/48

P

P

P

P P P P

2015/20D

2020/25D

2025/30D

PP P DRiver Basin
Management Plan

Water Resources
Management Plan

Drought Plan -
3.5 year cycle

Price
Determination

Figure ix Water planning up to 2025

Clearer priorities for water companies

4.9
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4.10 We will therefore use the guideline for the next water resources management 
planning cycle to translate the policy priorities from this White Paper into a clear direction 
for companies. These priorities will also be reflected in our forthcoming strategic policy 
statement and our social and environmental guidance to Ofwat22.

A long term perspective. We will update our planning guidance to reflect the latest research 
on how to account for climate change in water resources planning using the UK climate 
change projections (UKCP09).

Better reflecting water scarcity and environmental damage. 

Consideration of catchment management approaches.

The strategic policy statement 
for Ofwat and revised social and environmental guidance will give a strong steer on 
Government support for approaches that offer good value for customers and the potential 
to prevent and manage future risks to drinking water quality.

The value of water trading.

Water for Life



Conserving our water resources. 

Ofwat and demand management targets

Leakage Targets

We will strengthen the WRMP guideline to make it clear that all demand management 
measures must be thoroughly explored and tested as part of the options appraisal.

Water for Life



we will not 
impose a blanket approach to metering across the country. We believe water companies are 
best placed to find the appropriate local solution in discussion with their customers.

Water Meters

Smart Meters

Certainty on sustainability reductions

4.11

we will also reduce the uncertainty 
around further sustainability reductions needed to deliver the Water Framework Directive’s 
objectives. The Environment Agency has speeded up the current round of investigations, 

Water for Life



with water companies asked to complete work by December 2012 to inform the next water 
resources management planning round. It is also bringing forward work on the second cycle 
of River Basin Management Plans so that schemes where the need to act is clear, for example 
to avoid deterioration of protected areas, will be included in the Environment Programme for 
the next price review and can be reflected in water companies’ business plans.

Planning for other sectors

4.12

4.13
The Environment Agency will develop 

demand scenarios in partnership with different sectors, and use the outputs to develop a 
common understanding of the future risks to both the abstractors and the environment and 
provide advice to Government.

Energy Generation

.

Water for Life
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Agriculture

4.14 National 
Infrastructure Plan

Water for Life

http://www.hm-treasury.gov.uk/national_infrastructure_plan2011.htm
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A national strategic overview

4.15
Government will take a 

strategic overview of the quality and capacity of water and wastewater infrastructure, and 
the robustness of the sector’s plans for future service delivery.

Government, the Environment Agency and the water industry will also consider 
further whether there are strategic national infrastructure projects necessary to ensure water 
supplies remain resilient.

Planning for future infrastructure

4.16

4.17

4.18

4.19

Water for Life
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Nationally significant infrastructure

4.20

4.21

We have consulted on a National Policy 
Statement for Waste Water25 and anticipate laying it before Parliament for approval shortly.

Thames Tunnel

Infrastructure resilience

4.22

W

Water for Life

http://archive.defra.gov.uk/corporate/consult/waste-water/101116-wastewaterpolicy-condoc-annex1.pdf
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4.23

Climate Change Act 2008

 

4.24

4.25

4.26

Water for Life

http://www.defra.gov.uk/environment/climate/sectors/reporting-authorities/reporting-authorities-reports/
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4.27

We will work with Ofwat 
and Environment Agency to ensure a more strategic approach to drainage planning and 
that planning standards are brought up to a consistent level of best practice so that both 
customers and investors have a better understanding of future plans.

Olympic Innovation

Aquatics Centre

Water for Life

www.learninglegacy.London2012.com


58

Old Ford Water Recycling 
Plant 

4.28

4.29

We will consult shortly on national standards for SuDS and a new approval system 
for sustainable drainage. To encourage the use of SuDS by water and sewerage companies 
we will work with Ofwat to improve dissemination of cost and benefit data and look at 
removing regulatory incentives for water companies to implement traditional piped drainage 
solutions. This may involve amending the Water Industry Act to ensure water companies 
are able to build SuDS to meet their statutory duty to effectually drain an area. We will also 
consult on proposals that new sewers must meet default build standards.

Water for Life
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Sustainable drainage at Matchborough First School, Redditch

 

Anaerobic digestion

4.30

Water for Life

http://www.ciria.com/suds/cs_matchborough_school.htm
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Key commitments:

We want everybody to have access to an affordable water supply. We will publish final 
guidance to companies on the introduction of social tariffs which would enable water 
companies to offer more support to customers at risk of affordability problems. We will 
ensure that water companies have the freedom to offer enhanced terms to WaterSure 
customers through their social tariffs from April 2013. 

Households in the south west of England face the highest water bills in the country. We 
have therefore decided to fund South West Water to enable it to cut bills by £50 per year 
for all household customers until at least the end of the next spending review period.  

We are introducing a package of reforms to extend competition in the water sector by 
increasing choice for business customers and public sector bodies and by making the 
market more attractive to new entrants. 

5.1 

.

5.2

5.3

5.4

Water for Life
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5.5

5.6

Water Company Support Schemes

Yorkshire Water

Yorkshire Water Community Trust

Wessex Water Assist Tariff
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5.7

5.8 We will publish final guidance to companies on social tariffs early in 2012. 

5.9

WaterSure

5.10

Water for Life
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5.11

 

Keeping bills affordable

Affordability and metering

5.12

5.13
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5.14

5.15

5.16

5.17

  Affordable for all: How can we help those who struggle to pay their water bills?  

Water for Life

http://www.ofwat.gov.uk/future/customers/metering/affordability/prs_inf_afford.pdf
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Southern Water’s universal metering roll out

Income Max 

Bad debt

5.18

5.19

Water for Life
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5.20 The Government will consult on different approaches to helping water companies 
access occupier details.

We will take a decision on the way 
forward next year in the light of the evidence gathered from this consultation.

5.21 

e.

5.22

5.23

We have therefore decided to fund South West Water to enable it to cut bills by 
£50 per year for all household customers until at least the end of the next spending review 
period.

The Government will legislate to enable bills 
to be reduced from April 2013.

Water for Life
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5.24 
Competition and Innovation in Water Markets.

5.25

5.26

5.27 

Developing a retail market for water

5.28

Water for Life
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Competition regimes in the Water Sector

5.29 

5.30

5.31

Water for Life

http://www.policyexchange.org.uk/publications/publication.cgi?id=247


5.32 Taking an evolutionary approach to reform, the Government will introduce deregulatory 
legislative changes to make the existing competition regime work more effectively. This 
will increase competition in the market for water and sewerage customers and expand 
opportunities for innovative new entrants to enter the market. 

5.33 

5.34

5.35 As a first step to reform, we have expanded the size of the market by increasing the 
number of business and public sector customers able to switch suppliers.

We will then deregulate further 
in a future Water Bill by reducing the threshold to zero so that any non-household customer 
can tender their water and sewerage services.

5.36 We plan to establish a new market for retail water and sewerage services in partnership 
with the Scottish Government.

Water for Life



5.37
A future Water Bill will introduce 

a new, regulated approach to market entry and remove the need for a new entrant to 
negotiate terms with each of the 21 incumbent water companies across England, which has 
acted as a major barrier to entry. We will remove the requirement for retail licensees to set 
up ring-fenced limited companies to qualify for a licence, enabling new entrants licensed in 
Scotland to enter the market without setting up a new company, and other utility or service 
providers to be able to apply for a licence to enter the water market.

5.38 We will also legislate for the first time for Ofwat, together with other regulators and 
market participants, to establish statutory market codes to increase transparency and set 
clear rules and timetables to help the new competitive markets run more effectively and 
efficiently. 

5.39 We will make it more attractive for customers to consider switching their suppliers 
by using a future Water Bill to extend the WSL regime to sewerage services.

5.40

We will 
legislate to remove the in-area trading ban and put all market players on a level footing.

5.41

We will use a future Water Bill to remove 
the costs principle from legislation and instead introduce a transparent wholesale access 
pricing regime that will allow efficient entry by new entrants.

Water for Life



5.42 We will introduce a similar transparent wholesale charging mechanism for the inset 
regime where developers choose a new entrant to be the water company for a new 
development. 

5.43 We will also introduce a “self-supply” licence which will enable suitably qualified 
customers to become their own new entrant, buy water direct at wholesale prices and reduce 
the need to use a retail licensee as a middleman. 

Ensuring fair and competitive markets

5.44

5.45

Increasing upstream competition

5.46

Water for Life
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5.47 We will unbundle the combined WSL licence so that a new entrant wishing to provide 
upstream water supply services, such as inputting its own water resources into a water 
company’s system, will no longer be obliged to provide retail services to its customers. 

5.48

5.49 To maximise opportunities for new entrants to provide efficient and innovative 
wholesale water supply, we will extend their access rights to the water companies’ 
treatment and storage systems rather than just the mains and pipes. 

We 
will also introduce a network licence to enable new entrants to own and operate their own 
infrastructure (mains, pipes, storage and treatment) which is connected to an incumbent’s 
network and used to provide water supply and sewerage services to its own customers and 
other new entrants. In doing this, we will also strengthen the role that the Drinking Water 
Inspectorate has in approving new entrants before they are issued a water supply licence by 
Ofwat. We will also give the Environment Agency a similar role in relation to new sewerage 
licences.

5.50

we will introduce a 
requirement for Ofwat to produce statutory market codes and regulated wholesale charges 
to make this market work more effectively.

Water for Life
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Competition in the water and sewerage value chain

Figure x This diagram shows the water and sewerage supply chains and the points at which 
competitive pressure will be applied under our market reform proposals.

Reforming the special merger regime

5.51

5.52

5.53

We are strongly minded to use a 

Water for Life
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future Water Bill to reform this regime, but will be consulting further with water companies 
and others to inform a decision on a higher £70 million threshold to exclude more mergers 
from automatic referral to the Competition Commission. 

we intend to use 
a future Water Bill to introduce a two-tier referral system, allowing water companies seeking 
to take over another water company to make undertakings in lieu of an expensive referral 
to the Competition Commission;

The role of Ofwat in supporting competition

5.54

5.55

Licence reform

5.56

5.57 

Water for Life
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5.58

5.59

5.60

5.61

5.62

5.63 We will legislate in a future Water Bill to improve the statutory enforcement regime 
so that Ofwat has the powers it needs to gather information from water companies about 
compliance with these guaranteed standards of service. We will also allow financial penalties 
to be applied for infringements over a five year period as opposed to one year as is currently 
the case.

Water for Life



77

Supporting developers

5.64

5.65

5.66 We want 
developers to receive much higher standards of service, and we will increase the 
transparency of the infrastructure and requisition charges they pay.

5.67

5.68 We will also introduce market codes and charging schemes for the inset regime to 
increase transparency and streamline negotiations around bulk supply and sewerage service 
arrangements for new building developments.

5.69

We will include 
provisions in a future Water Bill to allow for the framework to be expanded to include water 
abstraction and impounding licensing, flood defence consents and fish pass approvals.

Water for Life

http://www.bis.gov.uk/penfold
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Key commitments:

We must use water more efficiently and be careful to avoid pollution in using our drains. 
We will encourage and incentivise water efficiency measures, for example under the Green 
Deal. We will encourage voluntary water efficiency labelling to enable customers to choose 
more efficient products.

We will also collaborate on a campaign to save water and protect the environment, 
working with water companies, regulators and customers to raise awareness of the 
connection between how we use water and the quality of our rivers.

We will produce a new strategic policy statement for Ofwat and revise our social and 
environmental guidance to reflect the priorities in this White Paper. We will publish a draft 
Water Bill for pre-legislative scrutiny in early 2012 and introduce a Water Bill as soon as 
Parliamentary time allows.

6.1

6.2

6.3

6.4
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6.5

6.6

Figure xi
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Using less water in the garden

Install a water butt



Everyday watering tips

Saving water while keeping your lawn healthy

Make use of greywater in the garden

Plan a water-efficient garden

6.8

Quick tips for saving water in the home
In the bathroom

Water for Life
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In the kitchen

6.9

Thinking more carefully about drainage

6.10

6.11

 We are working with the water industry and retailers to provide better 
information at point of sale to explain the benefits of SuDS and promote their use. This 
might include basic blueprints and templates for how to ensure that effective connections 
to drains and sewers are made, and how to choose and lay permeable paving. We will also 
foster a consortium of sustainable drainage ambassadors or champions, who can provide 
advice and information on the options available.
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Yellow Fish

Changing attitudes to water

6.12

6.13

Water for Life
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Thames21

www.thames21.org.uk
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6.14

6.15
Plug-It 

6.16

6.17 We will use the experience of the Water Efficiency Network, Plug-It and other successful 
projects, such as Waterwise’s Tap into Savings work, to improve our understanding of what 
motivates individuals to adopt water efficient behaviours and the barriers to them doing 
so. This work will include developing and testing messages around why saving water is 
important and considering how these can be applied to encourage more water efficient 
behaviour.

6.18 We will also make our own contribution to a campaign to save water and protect the 
environment, working with water companies, regulators and customers to pass consistent 
messages and raise awareness of the connection between our water use and the quality of 
our rivers and the ecosystems they support, and to deliver lasting change in the way we use 
water.

Incentives to save water

6.19

Water for Life



87Water for Life

Seasonal Tariffs

Green Deal

6.20

6.21

Save Water Swindon
Save Water Swindon
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Tap into Savings: Working in partnership to help communities save water, 
energy and money

Tap into Savings 

Product labels and standards

6.22

6.23

6.24

6.25

Water for Life

www.waterwise.org.uk
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Water efficiency in the public sector

6.26

Water efficiency on the Government Estate

Water efficiency in business

6.27

.

http://wtl.defra.gov.uk/product_search_landing.asp?


6.28

Water impacts in product supply chains

6.29

hallenges and choices for global sustainability

6.30

“To develop an agreed approach to water footprinting by 2012”

6.31

Rippleffect
Rippleffect

Water for Life

http://www.bis.gov.uk/assets/bispartners/foresight/docs/food-and-farming/11-546-future-of-food-and-farming-report.pdf
http://www.wrap.org.uk/business/sme/rippleffect/
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McCain Foods Limited

Water efficiency in agriculture

6.32

33 

34

6.33 35

36

37

33

34

35

36

37

http://www.defra.gov.uk/statistics/foodfarm/farmmanage/fbs/
http://www.leafuk.org/leaf/farmers/watermanagementtool.eb
http://www.dairyco.net/library/research-development/environment/dairy-roadmap.aspx
http://www.eblex.org.uk/documents/content/news/p_cp_testingthewater061210.pdf
http://www.bpex.org/KTRandD/environmentHub/PigIndustryRoadmap.aspx


Innovation

6.34

6.35

6.36

6.37
Taking 

Responsibility for Water38

6.38

38

Water for Life

http://www.bis.gov.uk/assets/bispartners/goscience/docs/t/11-1390-taking-responsibility-for-water-research-and-innovation-framework
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Supply chain

National Infrastructure Plan39

The water company role

6.39

6.40

The role of the regulators

6.41

39

http://www.hm-treasury.gov.uk/national_infrastructure_plan2011.htm
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6.42

6.43

6.44

Water for Life
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Ofwat review

Ofwat

6.45

Principles for Economic Regulation

http://www.bis.gov.uk/assets/biscore/better-regulation/docs/p/11-795-principles-for-economic-regulation
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6.46 We will deliver this commitment through a new strategic policy statement for Ofwat 
and a revision of our social and environmental guidance, both of which will be published in 
2012 in good time to inform decisions on Ofwat’s approach to the next price review.

6.47 

6.48

Ofwat’s contribution to sustainable development

6.49

Water for Life
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6.50

6.51 Principles for Economic Regulation

We will provide the clear statement of 
priorities demanded by the Principles for Economic Regulation and use these to set out our 
expectations of Ofwat in relation to sustainable development. We will carefully consider the 
case for giving Ofwat a primary sustainable development duty to reinforce this.
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7.1

7.2

7.3

7.4

  We will publish a draft Water Bill for pre-legislative scrutiny in early 2012 and introduce a 
Water Bill as soon as Parliamentary time allows;

   We will produce a new strategic policy statement and social and environmental guidance 
for Ofwat during 2012;

  With the Environment Agency, we will support catchment pilots across the country, with 
particular focus on 25 which will be evaluated in early 2013;

  We will put in place new arrangements to work with stakeholders on design of a new 
abstraction regime in early 2012;

  We will intensify our efforts to deal with the legacy of unsustainable abstraction, 
publishing information on progress on the Restoring Sustainable Abstraction programme 
in 2012;

  We will publish final social tariff guidance in early 2012; and

  We will consult on a revised draft guideline for the next water resources management 
planning round in spring 2012.



7.5

7.6

Water for Life
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