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Ms Regina Finn

Chief Executive

Forward Programme Consultation

Policy and Communications

Ofwat

City Centre Tower

Hill Street

Birmingham B5 4UA

5 March 2010 

Dear Regina

Ofwat Forward Programme 2010-11 to 2012-13 draft for consultation

The Society of British Water & Wastewater Industries (SBWWI) is a not-for-profit trade association representing over 100 UK manufacturers, contractors, consultants, distributors, and training providers, working with and supplying into the water and wastewater companies across the UK.   Collectively, our members have a turnover of over £3bn and employ approximately 30,000 people. Many of our members are small and medium sized businesses and we have particular regard for their interests.

We are pleased to have the opportunity to respond to Ofwat’s Forward Programme and have restricted our responses to those areas of direct interest to our membership. Our comments are as follows:

Strategic Assessment

We support Ofwat’s description of the new challenges facing the water and wastewater industry over the coming years and look forward to the prospect of the contribution that our members with their skills, experience and knowledge, can make in delivering sustainable and long term solutions.  

In particular as an organisation that represents the views and experiences of suppliers to the industry we wish to reiterate that many of our members suffer from the cyclical patterns of spend in the water sector, linked to the regulatory cycle. The negative impact of this is well documented and recognised by Ofwat and we recognise that you have tried, though not successfully, to smooth the spending profiles of the water companies. Our members have been experiencing a significant downturn in activities as we passed the end of last year’s AMP cycle and as we begin the next in April 2010. 

As we wrote in January 2009 to the Minister, the Rt Hon Huw Irranca-Davies MP, we are increasingly concerned that water sector activity is continuing to see a significant change with the cancellation of a number of projects included in the current round of capital expenditure. More importantly, this severe reduction in activity will undoubtedly lead to a contraction of the supply chain with the likely consequential loss of experienced and qualified practitioners.

We therefore urge that the Forward Programme includes a consideration of the situation, including an investigation of its root causes, and adopts whatever measures are considered necessary to ensure that water companies meet in full their obligations under the current AMP.  For its part, the SBWWI and its members wish to work in co-operation with the water companies and Ofwat to ensure the UK water industry remains strong and resilient for years to come.

Specifically SBWWI would like to express its interest in working with Ofwat in the implementation of the Forward Programme and there are a number of key areas in which we believe we and our members might have a useful contribution in supporting the programme.  These are mentioned below under headings which reflect the areas of our interest.

Charging and Metering

SBWWI totally endorses the response submitted by the Intelligent Metering Initiative (IMI), in particular with reference to the Walker review of charging and metering in which reference is made to addressing long-term sustainability challenges.   

In addition, SBWWI and its members would be keen to provide input, where required, into the formation of Ofwat’s new metering forum and its approach for developing the case for water sector smart metering.  There is, for example, a huge opportunity for the water sector to work alongside, and gain understanding of, the energy sector during its smart meter roll-out, which is proposed to complete by 2020.  The IMI is well placed to provide their expertise and knowledge to the establishment of the Ofwat Smart Metering Forum; and has we believe already established a track record of delivering value information and policy input for the water industry.

Affordability and debt are big issues for the water companies and SBWWI would welcome the move for Ofwat to develop specific policies for these areas.  The potential for further development of social tariffs has now been included in the Flood & Water Management Bill and SBWWI would agree with this proposal. 
Innovation (and making monopolies improve)

SBWWI would be pleased to work with Ofwat on developing mechanisms for promoting innovative technology and approaches to address long-term challenges for the sector as outlined in the Ofwat document.  SBWWI believes that innovation has to be as a result of a collaborative effort between companies and suppliers – however, at present there is no focus on this, with companies dramatically reducing their R&D spend, leaving the suppliers to take all if not most of the risk.   Further fragmentation of the water industry, with the proposed introduction of competition, could likely result in increased difficulties for suppliers in terms of day-to-day dealings with the water companies and delivering innovation. 

In addition we consider that data collection on asset condition and performance should be consistent throughout all water companies in respect of funding, application and quality of assessment. We would therefore welcome specific funding and obligations to ensure the collection, processing and reporting of such data. We believe that there is a real need for a systematic and consistent approach, and that a nationwide assessment is an important component in the procedures leading to licence renewal for the water companies.  

Skills and experience in the water and wastewater sector

Skills shortages within the water industry also continue to be a concern for members. It is very difficult for member companies to budget for longer term training requirements when a clear pattern of work has not been defined and often operatives will move out of the industry when work is slow, never to return. The difficulty remains in attracting new entrants into the marketplace.   It is pleasing to note that the Minister has acknowledged the work of Energy & Utility Skills in tackling the requirements of the water sector, in particular where sector activity ‘crosses over’ into the gas and energy sectors, where similar elements of work are required.  SBWWI is actively involved with the E&USkills processes and will continue to provide supply chain input to the discussions.  

Contributing to sustainable development

We are supporters of new Flood Management Bill and the need to do more to address the challenges described by the Pitt Review. In our response to the consultation on the Bill we stressed the need for the development of National Standards for Sustainable Drainage. These, however, can be provided in a number of ways and Ofwat needs to note that some work on this has already started in Europe by the CEN organisation and CIRIA. We also need to remain consistent with the current requirements of the Building Regulations.

We remain concerned that the Bill concentrates on the “soft engineered” SUDS and see the proper specification of “hard engineered” SUDS as equally important. The maintenance requirements of these systems has been a barrier to their uptake and must be properly addressed by Ofwat and the industry; for instance more could be done to articulate the contribution that Rainwater Harvesting can make both to containing storm water and providing additional sources of water for non-potable applications. We would like to see greater encouragement for the use of these systems at both a domestic and commercial level and hope that the Ofwat programme will take a wider perspective on Suds, and the opportunity for Suds retrofit. However SUDS in new housing developments will not in itself represent a significant shift in practice. New developments only account for a small percentage of housing stock per year (around 1%).  Hence there is a need to consider a combined strategy of SUDS implementation on new developments and retrofitted on existing properties in order to significantly address the current drainage challenges.

Delivering better regulation

SBWWI continues to have concerns that the five year Periodic Review places efficiency barriers on all parties to the process, and has damaging implications for the operation of consistent and effective maintenance policies. The five-year cycle generates uncertainty about the regulated funding available for both revenue and capital expenditure. SBWWI has commented in past responses that the price review should be de-coupled from the asset management planning process. A longer period could induce more stability and consistency, which would benefit all sides of the industry. 

Yours sincerely
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Carol Hickman

Executive Director - SBWWI

38 Holly Walk  Leamington Spa Warwickshire CV32 6NY

Telephone:  01926 831530  Fax : 01926 831931

e-mail:  hq@sbwwi.co.uk    www: sbwwi.co.uk 
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