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About this document 

This document sets out our assessment of the state of the business retail water 
market after it opened for competition in April 2017. 

It is our first deep dive into the new market – an objective look at how customers 
have fared, what has worked well, and what work remains to be done. 

It forms the benchmark against which we will assess future market development.  
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Executive summary 

April 2017 saw the creation of the world’s largest competitive water and wastewater 
retail market as more than 1.2 million business customers in England and Wales 
became eligible to choose their water and wastewater retail services provider. This 
report is Ofwat’s first deep dive into this new market – an objective look at how 
customers have fared, what has worked well, and what work remains to be done. It 
forms the benchmark against which we will assess future market development. 

The main aim of market opening is to put the customer in the driving seat – allowing 
them to ‘shop around’ for a package which is best suited to their individual business 
needs, and to renegotiate or switch provider where they are dissatisfied with the 
service they receive. Competition for customers’ business should encourage retailers 
to anticipate customer needs and innovate in meeting them – for example through 
improved billing, more streamlined administration, or take-up of water efficiency 
services. As a result, customers should be able to save money, water and time. 

Market opening has delivered the first step in enabling these benefits to be realised, 
but it is early days and further work is needed to get the market working to its full 
potential. 

Over the past twelve months, we have seen greater competition and choice for 
customers – a growing number of retailers entering the market, taking the total 
number nationwide to around twenty, with smaller new entrants gaining around a 
quarter of switches. Some large customers have bypassed retailers by choosing to 
self-supply; this innovative new model has provided greater control over their data, 
helped save money and delivered water efficiency savings. 

Customers have begun to engage and take advantage of opportunities in the new 
market – in the first year, around 10% engaged in the market, switching, 
renegotiating, or considering switching. Furthermore, third party intermediaries such 
as brokers and consultants have started to offer water products and services, 
connecting retailers with customers. 

Market opening has benefited both customers who have switched and those who 
have not. We estimate customers who switched or renegotiated in the first year 
saved: 

• around £8 million from lower bills; 
• approximately 270 to 540 million litres of water (equivalent to 100 to 200 Olympic-

sized swimming pools) due to water efficiency measures from switching; and 
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• time from more convenient billing or better customer services – for example two 
fifths of switchers who had consolidated bills said they saved money or saw other 
benefits. 

In addition to these headline savings, service improvements made by retailers in 
areas such as billing and customer service can benefit all customers, whether or not 
they have switched. For example, we are aware that some retailers, on behalf of 
customers, have queried bills from wholesalers to resolve legacy billing issues, 
resulting in direct savings for customers. 

The new market also provides opportunities for retailers to encourage wholesalers to 
make efficiencies which can benefit household customers. Some wholesalers have, 
for example, developed customer service portals aimed at, and in response to, the 
new business retail market, which they have also made available to household 
customers. We expect these kinds of benefits to develop further over time. 

While customers now have a range of retailers and packages to choose from, our 
review has nevertheless highlighted that many customers are either not aware of 
their ability to choose a new retailer, or that they see few benefits in trying to shop 
around and switch. This is particularly true of smaller or lower expenditure 
customers. For these customers, savings available from switching may not be high 
compared to their perceptions of the time and effort needed to engage with the 
market. In light of this, we recognise the importance of continued price protections 
for those who have not yet engaged in the market. 

Customers have also experienced a number of problems with the operation of the 
new market. Customer complaints have highlighted in particular issues with billing 
and the timeliness and accuracy of meter readings. This is both a hassle for 
customers and an impediment to the uptake of water efficiency services which 
depend upon correct and timely meter and billing data. Where customers have had 
problems or complaints relating to issues that are the responsibility of the wholesaler 
– such as leaks – they have not always found it easy to resolve these either directly 
or via their retailer. 

We have identified a number of market frictions that have had a negative impact on 
customers’ experiences of the market, for example, concerning obtaining accurate 
quotes, reliable billing and smooth switching. These frictions include: 

• a lack of complete, accurate and timely market data – for example there 
continues to be a number of incomplete or missing data items and inaccurate 
customer data; 
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• poor aggregate performance of wholesalers against the industry standards – 
across the market, wholesalers completed only two thirds of their tasks on time, 
including for example that 37% of meter reads were submitted late; and 

• poor interaction between wholesalers and retailers which has sometimes made it 
difficult for retailers to operate and offer services in the market, for example in 
identifying location of meters and other customer data. 

These market frictions raise retailers’ costs and hinder their incentives to reach out to 
certain customer groups, particularly smaller businesses. As a result, we consider 
that these frictions are not only affecting customers engaging in the market, but also 
acting as a potential barrier to wider customer awareness and engagement. 

All market participants have a role in achieving the necessary improvements to 
address market frictions and this will be essential for customers to be able to see the 
full benefits of a well-functioning market. Wholesalers and retailers – particularly 
those consistently not meeting industry requirements – must improve their 
performance. We support the work of the market’s codes panel to improve market 
performance measures and incentives. We welcome initiatives from MOSL, 
particularly under its June 2018 Market Improvement Strategy, to coordinate 
improvements in data quality and work with wholesalers and retailers to interact in 
ways that best support effective market functioning. 

Ofwat will also take forward relevant work to improve the functioning of the market. 
This includes our retail exit code review which began in March 2018 and which 
considers the price requirements and margins in the context of competition and 
customer protection. We will also consider as part of our wider work where 
incentives for wholesaler performance might be sharpened. Ofwat will continue to 
monitor the market and keep under review what actions we should take. 

One year on, with foundations now firmly in place, the business retail market is ready 
to look ahead and meet its challenges. By addressing the issues identified in this 
report, market participants can further unlock the full potential of the market to deliver 
for customers.  
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1. Introduction 

1.1 A year of choice in the new business retail market 

More than 1.2 million businesses, charities and public sector bodies (‘business 
customers’) in England and Wales have been able to choose their supplier of water 
and wastewater retail services since the market opened on 1 April 2017. 

This was the biggest change to the water sector in more than 25 years and created 
the largest competitive water retail market in the world. The UK government 
estimated that opening the market would deliver net benefits of around £7 million per 
year over 30 years and bring further environmental benefits. 

This report assesses the state of the business retail market after its first year. We 
analyse how the market has developed, the extent to which it is delivering for 
customers and the issues we have identified that may have impeded the 
development of competition and better customer outcomes. 

1.2 Desired customer outcomes 

Our vision is a vibrant business retail market that delivers good outcomes for 
customers, saving them money, water, and time. 

We expect a well-functioning and competitive business retail market, supported by 
targeted and effective regulation, to save customers money, water and time in one or 
more of the following ways: 

• money – competition should lower customer bills, as competitive rivalry between 
retailers leads to increased efficiency and better prices for customers; 

• water – the new market should encourage retailers to offer and customers to 
take up better water efficiency and leak reduction services, leading to lower 
consumption levels, as well as associated environmental benefits; and 

• time – as companies compete for business by offering improved services, such 
as consolidated billing, better metering services or more streamlined complaints 
handling, customers should see savings in administration costs and time. 

We would also expect to see market opening enabling additional spillover benefits 
to household customers, leading to further money, water and time savings. For 
example, wholesalers may pass on process efficiencies and new services from the 
business retail market to household customers as a result of competitive pressure 
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from retailers and from improved and more transparent market information enabling 
us to better regulate household retail services. 

Customer benefits and outcomes should also promote wider environmental 
benefits, as lower consumption and increased water efficiency and leak detection 
reduce pressure on ecosystems for abstraction, greenhouse gas emissions 
associated with transport and treatment and future need for investment in new 
infrastructure. 

Furthermore, we would expect market opening to enable retailers and new entrants 
to begin to better deliver these outcomes through innovation and the adoption of 
existing innovations and best practice across wholesale areas and from elsewhere. 
These are likely to include new approaches to water efficiency, meter reading and 
account management services. 

We expect most of the better outcomes to be ongoing. However, some benefits to 
customers may also accrue in the early years of the market as ‘one-off’ adjustments. 
For example, market opening has revealed legacy data and billing errors leading to 
significant refunds for some customers. 

1.3 Market assessment 

A well-functioning market will deliver improved customer outcomes where: 

• customers are able to access the market, aware of the possibility to switch, to 
assess the market by searching for and comparing offers, and to act – to secure 
better deals by switching quickly and easily to retailers better able to meet their 
needs, away from those they are dissatisfied with, or renegotiate deals with their 
existing provider;  

• retailers are entering and exiting the market without undue barriers or costs and 
competing by offering lower prices, improved quality and innovative services to 
win customers; 

• wholesalers are facilitating market operation by performing their role for retailers 
and customers alike in an effective, efficient and non-discriminatory way; 

• third party intermediaries, such as brokers and price comparison websites, are 
assisting customers to search and switch and retailers to find cost efficient routes 
to market; 

• the market infrastructure as well as an efficient market operator work well 
and support effective and efficient market functioning and trading parties to 
participate in the market; and 
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• the regulatory framework is effective, protects customers and supports 
competition. 

We recognise there is a risk that the market may not be able to deliver for all 
customer segments to the same extent, particularly where customers remain less 
active. As mentioned above, our primary concern is customer outcomes – 
competition is a tool to deliver these benefits; in some areas we may need to use 
other tools. 

For this reason, at market opening we put in place a number of customer safeguards 
and protections. In particular, customers who do not initially participate in the market 
are protected through a set of default tariffs which their retailer must offer1. Under 
our regulatory framework, retailers and wholesalers alike must comply with their 
licence conditions and market codes which are intended to ensure customers are 
protected in terms of service quality. 

A key aim of the newly opened market is for customer choice and competitive rivalry 
between market players to drive good customer outcomes, above and beyond those 
given through backstop protections.  

1.4 Market evidence  

In this report we use a range of evidence to inform our analysis, principally: 

• market data supplied to us by MOSL and the Consumer Council for Water 
(CCWater) throughout the year; 

• information from retailers on their activity during the market’s first year; 
• consumer research from Opinion Research Services (‘our customer insight 

survey’) which interviewed 1,750 eligible customers between 30 October and 6 
December 2017 and 1,399 switchers between 8 February and 9 April 2018, the 
results of which we publish alongside this report; 

• reports and industry views – such as reports by Cornwall Insight on third party 
intermediaries and survey results published by CCWater into the experiences of 
small and medium-sized customers in August 2017 and February 2018; and 

• the views of customers, which we have collected through consumer panels of 
SME and larger customers. 

Alongside this evidence, our analysis is also informed by our day-to-day engagement 
with market participants, other regulators and our ongoing market monitoring work. 

                                            
1 Appendix 1.3 provides further details on price protections for business customers and default tariffs. 
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We have also produced a suite of interactive statistics on our website displaying 
retailers’ activity in the market based on MOSL data and the results of our customer 
insight survey. 

1.5 Structure of this report 

Taking into account our approach set out above, the remainder of this report 
evaluates each of the key market elements prior to assessing the overall customer 
outcomes. 

Accordingly the report is structured as follows: 

• the role of retailers and their offerings and market activity (section 2); 
• the role of wholesalers in facilitating competition and delivering for business 

customers (section 3); 
• the engagement and experiences of customers (section 4); 
• how third party intermediaries have participated in the market (section 5); 
• the performance of the market infrastructure (section 6); and 
• an overall assessment of customer outcomes (section 7);  

We provide further background information on the market framework in appendix 1. 
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2. Retailers and their offerings to customers 

Summary 

There has been considerable interest from retailers in the new market – customers 
now have a choice of around 20 nationwide retailers. New entrants have begun to 
successfully acquire customers, accounting for around a fifth of switches. Five 
large customers have become self-supply retailers, thereby providing additional 
competitive pressure in the market. 

Retailer rivalry has begun to produce some price savings and a wider variety of 
services for customers – particularly consolidated billing. The new market has also 
encouraged retailers to give more attention to better customer service, billing and 
metering, as well as water efficiency measures. 

However, considerable scope remains for the development of retailers’ offers. In 
particular, the market for other value-added services such as water efficiency 
measures remains underdeveloped. Measures aimed to ensure customers can act 
confidently in the market - such as accurate and timely billing and meter read – 
should help customers to feel better equipped to take up such services. 

Furthermore, there may be barriers to entry and participation in the market. Some 
retailers believe retail margins from regulated default tariffs are low, and that credit 
requirements have raised costs, particularly for new entrants. While this has not 
deterred new entrants from competing, some retailers have told us they find it 
harder or less attractive to compete in certain parts of the market. We will continue 
to consider these issues in the coming year. 

In aggregate, retailers completed 89% of market performance tasks on time during 
the first year, with individual retailer performance varying between 75% - 99% of 
tasks completed on time. In particular, submitting meter reads on time was a key 
area where retailers faced difficulties. 

Retailers have a role to play in improving data quality in the market – particularly 
around accuracy and timeliness of meter reads. Such data issues can affect the 
customer experience of and confidence in the market, for example where 
switching is delayed.  

We note that addressing the market frictions identified elsewhere in this report – 
such as wholesaler performance against industry standards - will also help 
facilitate retailers’ participation in and support of the market. 
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2.1 Introduction 

This section assesses retailer activity and performance, focusing on: 

• retailer entry and strategies; 
• retailer prices and offerings; 
• switching and how market shares have changed; 
• potential barriers to entry and participation in the market; and 
• how retailers have performed throughout the year. 

2.2 Retailer entry and strategies 

2.2.1 Retailers 

From 15 initial in-area retailers2 operating wholly or mainly in England at market 
opening, 14 have exited the market in order to compete nationally and acquire 
customers outside their original monopoly areas – some set up associated retail 
businesses or sold their customer bases to other retailers. 

We consider new entrants to be retailers that are not initial in-area retailers and so 
do not benefit from an installed base of customers. Twelve new entrants have 
entered the market to date, excluding self-supply retailers. Around half also operate 
in the Scottish market. 

Five business customers have become self-supply retailers, meaning they procure 
water services directly from wholesalers and provide their own retail services. 
Benefits include financial savings, better oversight of their own usage, and influence 
over industry developments through participation in market governance. 

Together, customers have a choice of around 20 nationwide retailers. For the 
remainder of this section we use the term ‘retailers’ to exclude self-supply retailers. 

2.2.2 Market consolidation 

Following market opening, some initial in-area retailers sought partnerships and joint 
ventures, resulting in market consolidation (as shown in figure 2.1). Two retailers that 
also operate in the Scottish market – Business Stream and Castle Water – acquired 
the business customers of companies in the English market. 

                                            
2 We refer to the 15 largest retailers serving customers at market opening as “initial in-area retailers”. 
The scope of this report excludes another form of market participant – new appointees and variations 
(NAVs) – since they account for a small portion of the market. 
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Figure 2.1 – consolidation in the market  

2.2.3 Market activity and strategy 

Both new entrants and initial in-area retailers have also adopted a range of 
strategies to acquire new business and customers, such as: 

• using third party intermediaries as a cost effective way to reach new 
customers – for example, one retailer focuses on selling via third parties to 
minimise customer acquisition costs and another uses TPIs to help customers 
compare price offers to their current tariffs; 

• working with other providers – for example Anglian Water Business has 
partnered with Corona Energy, an independent energy supplier, to offer multi-
utility bundling to its customers; 

• cross-selling services – five new entrants focus on cross-selling to their 
customers in other markets, and at least one initial in-area retailer is focused on 
acquiring out-of-area sites for their existing customers; 

• offering value-added services to attract new customers – for example one 
retailer specifically markets its brand of combined retail and value-added services 
to new customers; 

• offering improved quality services such as better customer service or 
transparent pricing structures; and 

• focusing on particular customer segments – for example one retailer targets 
SMEs by offering a discount on their water bill together with help to reduce their 
consumption. Some operators new to the market have also focused on winning 
public sector contracts. 
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Vigorous customer acquisition strategies, such as those pursued by new entrant 
operators, contribute to competitive intensity and encourage competitive pricing 
across the market. Competitive pressure on retailers is also likely to be reinforced by 
innovative developments in self-supply, where customers have exercised choice to 
become a retailer and develop bespoke solutions they have not necessarily found 
elsewhere.  

2.3 Retailer prices and offerings 

In the market’s first year retailers have offered a range of price and service packages 
to retain or acquire customers. Market opening now enables customers to access 
features such as consolidated billing for multiple premises. 

2.3.1 Pricing and tariff offerings 

Based on information we have received from retailers, we note that retailers have 
adopted a range of pricing strategies, including: 

• Price savings – on average, retailers offered customers who switched or 
renegotiated around 3% savings, relative to ‘default tariffs’ that retailers are 
required to offer their customers who have not switched. Some large users have 
saved up to 6% from tendering. At an aggregate level, our data on price savings 
suggest that in general initial in-area retailers have been competing more 
vigorously for large customers and new entrants for microbusinesses. 

• One-off discounts – some retailers have discounted their offers to smaller 
customers with cashback for switching, meaning that overall percentage savings 
for some small businesses have exceeded the average 3% saving.  

• Bespoke offers – some retailers have offered bespoke prices, particularly to 
large customers. We estimate that across the whole market on average 2% of 
customers take a negotiated tariff. By contrast, the data suggest most customers 
of four of the new entrants are on a negotiated bespoke tariff. 

• Renegotiated prices – some retailers aim to retain customers by discounting 
prices where a customer renegotiates. Retailers have told us they offer savings to 
current customers who renegotiated their contracts of around 3%, with larger 
percentage savings available to some smaller customers.  

2.3.2 New or improved services 

Retailers have begun to offer new or improved services, including consolidated 
billing, billing and metering services, enhanced customer services, multi-utility 
offerings, water efficiency and water quality testing and other offerings – such as 
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consultancy and technical support, new connections, seasonal advice (for example 
prevention of pipe freezing), risk management and environmental compliance. 

We consider the extent to which customers have taken up new or improved services 
in section 7 of this report. 

2.4 Switching and market shares 

This section reviews switching and market shares. Further data can be found in the 
interactive statistics function on our website. 

In the market’s first year, customers switched around 5% of supply points, 
accounting for around 9% of consumption. 

2.4.1 National market shares 

As expected, one year in, the initial in-area retailers remain the largest retailers. 
Initial in-area retailers have lost between 3% and 7% of their supply points since 
market opening. Following market consolidation, three retailers (Water Plus, Castle 
Water, and Wave) supply approximately two-thirds of the market. As figure 2.2 
shows, one year in, new entrants and self-suppliers account for around 1% of supply 
points and 2% of consumption. 

Figure 2.2 – Market shares for water and sewerage at national level by supply points, 
consumption at market opening and after the first 12 months 

Source: MOSL. Supply points data at 1 April 2018 with gains/losses used to calculate shares at 
market opening. Consumption (m3) is for April 2017, with new entrants and self-supply assumed at 
zero to estimate at market opening, and March 2018. 
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2.4.2 Switching by retailer 

As figure 2.3 shows, in terms of supply points Everflow, SES Business and Business 
Stream made the largest net gains (34,143 or about 1% of total supply points) in the 
market’s first year. Castle Water and Yorkshire Water led net losses – 26,166 and 
11,501 supply points respectively. These findings are echoed in terms of 
consumption. 

Figure 2.3 – Net gain of supply points switched by retailers April 2017 to March 2018 

Source: MOSL data. We removed retailers with net gain or loss less than 500 supply points. Further 
information can be found in the interactive stats on our website. 

New entrants have succeeded in acquiring new customers in the market’s first year. 
As figure 2.4 shows, new entrants and self-suppliers captured a quarter of switched 
supply points and just under a quarter of switched consumption. Initial in-area 
retailers captured the remaining supply points and switched consumption, including 
non-associated retailers who acquired 19% of supply points and 28% of switched 
consumption. 

In general, retailers who have lost market share have lost a greater share of 
consumption than supply points, reflecting the fact that customers who have 
switched retailer have tended to have higher than average consumption. Some 
retailers – particularly new entrants Everflow and Clear Business Water – have 
nevertheless targeted and acquired smaller or lower consumption customers.  
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Figure 2.4 – Proportion of switches gained by new entrants and self-supply 

Source: MOSL data. 

2.4.3 Switching by customer and supply point size 

Larger businesses have switched at a greater rate than smaller businesses. Retailer 
data for April 2017 to January 2018 suggests that larger businesses account for 
roughly two thirds of all switched supply. For example, multi-site customers with 
more than 5 sites and/or consuming more than 5 million litres, account for most of 
the supply points switched away from initial in-area retailers. Customer segmentation 
data3 from MOSL echo these findings – switching rates have been greater for larger 
consumption supply points – around 13% of supply points in the three largest 
consumption categories have switched compared to about 3% of supply points in the 
three lowest consumption categories. 

Section 4 of this report sets out similar findings from the customer perspective – 
interest and activity in the market has tended to be stronger among larger, higher 
consumption customers. 

2.5 Barriers to entry and expansion 

2.5.1 Default tariffs and margins 

Some stakeholders have said the level of available retail margins in the market are 
affected by default tariffs, which are no higher than the tariffs that would have been 
available had the exited retailer remained in the market. They suggest current 
margins are insufficient to stimulate entry and competition, especially for 

                                            
3 We note some caution in interpreting the data here – MOSL data is by supply point rather than 
customer. Since a small supply point listed under smaller consumption category could in principle 
belong to a large multi-site company, switching rates reported by these categories is likely to over-
estimate the switching rate for smaller customer segments.  
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microbusinesses and SMEs, where costs to serve such as customer acquisition 
costs may be higher relative to value of the contract, and in some wholesale areas, 
where margins implied by the default tariffs are lower. Some new entrants have also 
said their entry and operation costs are higher than the costs assumed when 
margins were set by Ofwat under PR16 and that they face reduced incentives to 
compete. 

Default tariffs provide protections for customers who have not yet engaged in the 
market. However, we recognise that default tariffs can affect competition – available 
margins may influence incentives for entry and competition, and the presence of 
default tariffs may also limit some customers’ incentives to look for better deals. 

At the same time, many customers who have switched have saved money, new 
entrants have gained customers, and some retailers have said they are able to 
compete with existing margin levels, particularly in non-price terms such as customer 
service and value-added services. 

We are undertaking further work to analyse margins and default tariffs as part of our 
review of the retail exit code. 

2.5.2 Entry requirements and credit terms 

Some new entrants have suggested that entry requirements and credit terms may 
act as a barrier, in particular that credit requirements for market entry are more 
stringent and costly for new entrants than initial in-area retailers. 

Since credit requirements aim to protect customers should a provider default on their 
financial obligations, credit terms need to reflect relative risks. However we 
recognise unwarranted asymmetric costs between new and existing retailers can 
represent a barrier to entry and that it may be appropriate to intervene. 

As we set out in section 3, our review of credit term arrangements found that the 
credit framework does not require significant change at this time but made 
recommendations which we and the codes panel will take forward. 

2.5.3 Meter reading issues 

Metering data is important to produce accurate quotes and bills and to support water 
efficiency services. Retailers are obliged to issue at least one bill each year based on 
an actual (rather than estimated) meter read where the supply is metered.  
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According to MOSL’s Annual CEO Market Review, the number of meters with no 
meter reads available after January 2017 stands at approximately 195,000, almost 
15% of meters in the market. 

Retailers have also raised concerns with us about meter reading services – that 
availability and costs vary significantly between wholesale regions, wholesalers’ 
price and non-price terms are not transparent, inconsistency between providers, and 
issues with the quality and timeliness of reads. 

These issues could be having a negative impact on costs and timeliness of meter 
reading services which may potentially affect new entrants’ ability to compete 
effectively. We have written to wholesalers and retailers to request additional 
information and we are considering the responses. 

2.6 Retailer performance 

During the market’s first year, not all retailers have met their obligations fully – there 
is scope for retailers to improve performance. We expect that addressing the market 
frictions identified in this report will help facilitate better performance from retailers. 

2.6.1 Retailer performance against industry standards 

Retailers and wholesalers are required to perform a number of tasks in line with 
industry obligations under the market performance framework (MPF). Both are 
required to perform a number of market-related tasks in line with industry obligations 
– the market performance standards (MPS).4 MOSL monitor performance against 
these standards. In this section we focus on how retailers have performed against 
MPS – in section 3.2.1 we review wholesalers. 

Poor performance against MPS by retailers is likely to adversely impact market 
operation, competition and ultimately customer outcomes. For example, when a 
retailer does not submit a meter reading on time, it could delay or prevent a 
customer from switching. Conversely, high performance against MPS facilitates 
smooth market operation, competition and better outcomes for customers. 

MOSL data suggests that in aggregate, retailers’ have completed 89% of tasks in the 
first year5. Performance varied considerably by retailer, as shown in figure 2.5.  

                                            
4 Appendix 1 provides further detail on the Market Performance Standards. 
5 MOSL implemented changes to the standards in March 2018. 
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Figure 2.5 – Proportion of MPS tasks completed on time for 2017-18 

Source: MOSL. Note: retailers with fewer than 1,000 supply points and self-suppliers have been 
excluded from these charts. 

2.6.2 Retailer charges for under-performance  

From April 2018, MOSL is required to publish individual retailer performance and 
levy charges on those who underperform against the MPS, thereby providing direct 
reputational and financial incentives for good performance. Dependent on each MPS 
process, retailers must pay £5, £10 or £20 subject to a monthly cap of 0.15% of each 
retailer’s primary charges. We will closely monitor how many retailers are reaching 
the caps each month. 

For April and May 2018, the MPS charges for retailers prior to the cap was just over 
£1.6m and the capped charge was just over £0.5m. To enable consistent 
comparisons across retailers, we have normalised the uncapped MPF charges for 
individual retailers in figure 2.6. 

Figure 2.6 shows the first two months of the new financial charges regime. It is 
intended to encourage retailers to meet their requirements and we intend to monitor 
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the developments of charges incurred and the impact on retailer performance in 
market’s second year. We look to retailers to support effective market functioning 
and better customer outcomes by meeting their industry obligations. 

Figure 2.6 – Retailers’ uncapped MPS charges per 10,000 supply points for April and 
May 2018 

Source: MOSL. 

2.6.3 Billing issues 

Our market monitoring suggests that issues remain concerning accurate and timely 
billing, particularly for customers seeking to switch. This is consistent with CCWater’s 
complaints data which we discuss further in section 7. We expect retailers to 
continue to work to resolve the underlying causes of billing issues and so ensure 
customers receive timely and accurate bills. 

We are also aware that some retailers have moved some customers non-voluntarily 
from billing in arrears to billing in advance (or partially in advance). This primarily 
affects metered smaller customers (unmetered customers were typically billed in 
advance previously and larger customers are more likely to be on bespoke, rather 
than deemed, contracts). We are considering whether this raises customer 
protection concerns through our examination of advance billing. 
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3. The role of wholesalers in facilitating competition 

Summary 

Wholesalers provide a range of services and functions necessary for retailers to 
serve customers, and so underpin the effective operation of the market. They also 
provide a range of network services that bring them into direct contact with 
customers, such as routine maintenance and dealing with unplanned events. 

In the market’s first year wholesalers have actively participated to support the 
market and development of competition. For example, they have responded to 
concerns expressed by smaller retailers by offering new credit arrangements.  

However market opening has highlighted a number of issues concerning 
wholesalers that can impede effective market operation and good customer 
experiences.  

Wholesalers have performed poorly in relation to industry performance standards 
– in aggregate wholesalers only completed two thirds of their market performance 
tasks on time. Individual performance varied significantly ranging from 31% to 92% 
of tasks completed on time. 

Some wholesalers and retailers are not co-ordinating effectively to address 
problems raised by customers. As our recent freeze thaw report found, poor 
communication and information sharing between wholesalers and retailers left 
business customers confused about who to talk to. 

Wholesalers have an important role to substantively improve the completeness, 
accuracy and timeliness of data to enable effective market functioning. This 
includes for example, accurate settlements data, meter read submissions and 
customer data. Such improvements will help retailers to quote, bill and switch 
customers smoothly.  

While we expect the introduction of financial and reputational incentives from April 
2018 to drive up some wholesaler performance in the market’s second year, 
industry needs to do more to improve the quality and consistency of wholesaler 
performance reporting. In addition, we will continue to monitor developments and 
consider whether the incentives framework needs to be sharpened to further 
encourage wholesalers to support the delivery of better customer outcomes.  
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3.1 Introduction 

Wholesalers play a crucial role in delivering good customer outcomes. In addition to 
providing network services to business customers, wholesalers play a key role in 
encouraging competition to develop by enabling the market to function effectively 
and allowing retailers to serve their end customers. 

This section sets out our assessment of wholesalers’ activity, focusing on: 

• wholesaler performance against their obligations; 
• their interactions with retailers; 
• data quality issues; 
• credit issues; and 
• the complexity of wholesaler tariffs. 

3.2 Wholesaler performance against industry standards 

As we set out in chapter 2, wholesalers and retailers are required to perform a 
number of tasks in line with industry obligations under the market performance 
framework (MPF). Wholesalers are subject to two sets of metrics – market 
performance standards (MPS) and operational performance standards (OPS). The 
MPS relate to processes where underperformance is likely to have an adverse 
impact on the orderly operation of the market. The OPS relate to bilateral processes 
between wholesalers and retailers which facilitate efficient market functioning, such 
as timescales for completing physical connections or meter replacements. MOSL 
monitors performance against these standards. 

3.2.1 Performance against the MPS 

MOSL data suggest that, out of 240,000 tasks completed by wholesalers under the 
MPS in the first year of the market, only 66% were completed on time. Relevant 
tasks include notifications to MOSL of new connections, declarations of temporary 
disconnections or reconnections, and submission of meter reads. 

As figure 3.1 shows, performance has varied significantly across wholesalers – from 
31% of tasks completed on time by Severn Trent Water to 92% by Welsh Water. 
Furthermore, across all wholesalers, only 60% of tasks related to new connections, 
63% related to meter read submissions and 67% related to disconnections and 
reconnections were completed on time in the first year of the market. 



Open for business: Reviewing the first year of the business retail water market 

23 

Figure 3.1 – Wholesalers performance in relation to MPS processes (% of tasks 
completed on time from all tasks completed between April 2017 and March 2018) 6 

Source: MOSL. Tasks measured against multiple criteria are shown as one task. 

Retailers have told us that wholesaler underperformance has a direct impact on the 
quality of service they are able to provide to their customers. For example, incorrect 
or late meter read submissions can delay retailers from issuing accurate bills and 
recovering payments. Some retailers have also told us delays by wholesalers can 
result in them missing their own MPS targets and facing penalty charges. They said 
this was predominantly the case for meter exchanges and new connections. 

Given the early stages of the market, wholesalers have told us their primary focus 
was setting up operations and resolving data issues rather than targeting the market 
performance standards. Some wholesalers have also said there were limitations in 
the setting and measuring of the MPS – and some measures have changed for the 
second year. Nevertheless we consider the MPS for 2017-18 to be an indicative 
measure of wholesaler performance as a whole. 

At present the MPS data we receive provides us with a view about tasks completed 
but not a definitive view of how many tasks are outstanding in the reporting period – 

                                            
6 Note: Thames Water have indicated that they believe there are some discrepancies in the MOSL 
data for MPS performance which are reported in figure 3.1, compared to data held by Thames. 
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this may be of particular relevance to tasks such as new connections. We have 
asked the Market Performance Committee to explore how to improve this. 

3.2.2 Performance against the OPS 

Wholesalers have generally not performed well against OPS standards in the first 
year. Wholesalers in aggregate only completed 58% of 68,587 tasks on time, 
compared to 13% completed late and 29% left outstanding at the end of the 
reporting period outside the time permitted. 

When looking at specific processes by activity type across all wholesalers, only 49% 
of tasks relating to confirmation and verification of supply arrangements were 
completed on time in the first year of the market. For metering, 67% were completed 
in time. For disconnections 76% were completed on time. 

3.2.3 Wholesaler charges for under-performance 

As for retailers, from April 2018, MOSL is required to publish individual wholesaler 
performance and levy charges on those who underperform against the MPS, thereby 
providing direct reputational and financial incentives for performance. Dependent on 
each MPS process, wholesalers must pay £10, £25 or £40 subject to a monthly cap 
of 0.15% of the primary charges that are payable to the wholesaler. We will closely 
monitor how many wholesalers are reaching the caps each month. 

For April and May 2018, MPS charges for wholesalers, both capped and uncapped, 
stood at £0.2 million. To enable consistent comparisons across wholesalers, in figure 
3.2 we have normalised the uncapped MPS charges for individual wholesalers. 

The data below represent the first two months of the new financial charges regime. 
The regime is intended to encourage wholesalers to meet their requirements and, as 
for retailers, we intend to monitor the developments of charges incurred and impact 
on wholesaler performance as these charges take effect in the second year of the 
market. We look to wholesalers to work to fulfil their obligations under the 
performance standards and so support effective market operation. 

We note that the size of these incentives may be small in comparison to other 
regulatory incentives – for example one of our PR19 incentive mechanisms 
introduces a penalty cap of up to 5% of a company’s annual developer services 
revenue for relatively poor performance. 
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We also note our decision to ‘send back’ to the codes panel proposals on the 
redistribution of surplus cash from MPS charges to ensure that proposals sufficiently 
incentivise good performance. 

Figure 3.2 – wholesalers’ uncapped fees per 10,000 SPIDs (April and May 2018) 7 

Source: MOSL. 

At present OPS performance is not subject to financial penalties. As data is self-
reported by wholesalers, the first year of the market has identified some 
inconsistencies in the way performance is measured and reported against the OPS. 

We have encouraged industry to develop meaningful standardised reporting and a 
penalties regime to incentivise better wholesaler performance. An OPS working 
group has been set up and we expect them to establish consistent reporting 
measures by autumn 2018, with charges in place by the end of the year.  

Given the importance of wholesaler performance supporting effective market 
operation, we will keep under review wholesalers’ performance against the 
standards and the impact of the incentives regime. 

3.3 Interactions with retailers 

For the market to function effectively, wholesalers and retailers need to interact 
efficiently and reliably, and co-ordinate effectively to deliver a good experience for 
customers. 

                                            
7 Note: Thames Water have indicated that they believe there are some discrepancies in the MOSL 
data for MPS performance which are reported in figure 3.2, compared to data held by Thames. 
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Retailers have indicated to us that their working relationships with wholesalers are 
generally good. However, based on our information request to retailers and analysis 
of customer complaints, we are aware that some retailers and wholesalers are not 
always co-ordinating effectively to address problems raised by customers – 
customers sometimes face a ‘blame game’ between their retailer and wholesalers 
when trying to resolve problems, such as locating meters. As our recent freeze-thaw 
report found, poor communication and information sharing between wholesalers and 
retailers left business customers confused about who to talk to. 

Customer complaints suggest retailer-wholesaler interactions are not always 
resolved quickly or satisfactorily. As an illustration of this, CCWater asked retailers to 
indicate how many of the complaints they received from customers they attributed to 
a service shortfall by the wholesaler, or where the wholesaler shared some 
responsibility. Responses suggested just under a quarter of complaints (23%) were 
considered to be because of a wholesaler failure or mixed retailer/wholesaler failure. 

Furthermore, a lack of common approach by wholesalers to service and information 
provision means nationwide retailers can face increased complexity and costs – 
particularly where portals, policies and processes are inconsistent between 
wholesalers. We are aware that the industry has identified this as a key issue and 
have established a working group to make the submission and processing of 
bilateral forms as simple, efficient and consistent as possible. 

3.4 Data quality issues 

At market opening, data from wholesalers was transferred to the central market 
operating system (CMOS) to underpin market operation. 

Complete, accurate and timely delivered market data support retailers and TPIs to 
assess and make competitive offers to customers, and help ensure customers 
experience a smooth switching process in which their old and new bills are accurate. 

Poor or absent data in CMOS has been raised as an issue predominantly by retailers 
and TPIs since the market opened. Key issues include data gaps and inaccuracies – 
such as postcodes, location of supply points and customer details – and missing or 
inaccurate meter and consumption data. 

Incomplete and inaccurate data also impede aspects of efficient market functioning, 
for example concerning ‘gap’ sites. Gap sites are premises connected to water or 
wastewater networks that are eligible to be supplied as part of the market, but are 
not registered with a billing account. Market opening presents opportunities for 
wholesalers and retailers to identify such sites and for retailers to acquire them as 
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customers. In the market’s first year, identification of such sites has accelerated, 
from around 1,000 sites in April/May 2017 to over 4,000 in February/March 2018. 

Under the market codes, once identified 80% of such sites should be made ‘tradable’ 
– becoming an active part of the market. However trading parties have had 
difficulties meeting this target. Both wholesalers and retailers have said this is in 
large part because trading parties have not always completed the relevant data fields 
within CMOS. Both wholesalers and retailers hold responsibility for this issue. 

One metric of the quality of market data provided by wholesalers is the extent of 
‘user exceptions’ – instances of missing or incorrectly formatted data as part of the 
settlement process. As figure 3.3 shows, there were marked improvements in July 
and August 2017, but there has only been marginal improvement since then. There 
are still almost 40,000 instances of missing or incorrectly formatted data. 

Figure 3.3 – Monthly user exceptions (April 2017 – March 2018) 

Source: MOSL.  

We are concerned by the levels of performance – we expect to see further 
improvements in this area and we are working with industry to address these issues. 

3.5 Credit issues 

New retailers must negotiate bilateral contracts with each wholesaler in order to 
serve their customers. A retailer may negotiate post-payment of its wholesale 
charges – where it does, it is required to provide a form of credit to the wholesaler to 
mitigate the wholesaler’s exposure in the event the retailer ceases to operate. 

Credit arrangements between wholesalers and retailers that do not unduly benefit 
some retailers over others are important to ensure a level playing field and hence 
support effective competition. Disproportionate, discriminatory or unclear credit 
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arrangements could be a barrier for new entrants, dampening rivalry and choice in 
the market to the detriment of customers. 

To manage this risk a series of credit options were written into the market codes. 
Nevertheless, wholesalers and retailers have raised some issues – mainly 
concerning differing interpretations of code provisions. Some retailers have said the 
credit arrangements are overly burdensome and act as a barrier to entry. Some said 
they have been unable to negotiate and agree credit terms with wholesalers. Others 
said they cannot secure the same credit terms as retailers associated with 
wholesalers, for example where a parent company guarantee is used. 

Partly in response to issues raised, some wholesalers have proactively offered 
alternative credit arrangements that seek to reduce the costs of credit to support new 
entrants. Trading parties have also taken steps to improve the effectiveness of the 
credit arrangements through code modification proposals that we have approved. 

Our independent review to assess the effectiveness of the credit arrangements  
found no requirement for fundamental reform of the framework for credit 
arrangements, but recommended a number of areas where aspects of the existing 
arrangements could be improved or clarified. Most significantly, the report identified 
potential level playing field concerns in relation to the use of parent company 
guarantees by associated retailers. With the codes panel we are taking forward the 
recommendations in the report. In addition, we have asked codes panel to carry out 
further work in relation to parent company guarantees. 

3.6 Complexity of wholesale tariffs 

Wholesale charges represent around 90% of prices paid by end customers and are 
therefore a key component in retailer offers to customers and market development. 

Some retailers and TPIs have indicated that the diversity and complexity of 
wholesaler tariffs in the market are a concern. This is mainly because they can 
increase the cost of calculating and presenting end price offers to customers. We 
recognise that such complexity may result in additional costs for retailers and TPIs. 
However, we believe that this is less of an issue where retailers and TPIs are able to 
access the right tariff information easily and quickly. 

We are encouraged by initiatives underway aimed at helping retailers, TPIs and 
customers to navigate wholesale tariffs. We are aware that at least one wholesaler is 
reviewing its charges and looking at ways to reduce the number of tariffs it offers. 
Another wholesaler has been trialling methods to help retailers “translate” charge 
combinations from its Wholesale Tariff Document to the tariff codes held on CMOS.  
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4. Customer engagement and experiences  

Summary 

Customers have begun to engage with the market – around 10% have switched or 
considered switching. Larger or higher expenditure customers are more likely to be 
aware (89%) and active (36%) in the market compared to microbusinesses. 

Around 3% of customers have switched or renegotiated a deal with their retailer, 
representing around 9% of consumption. Savings on price and bill consolidation 
were the main reasons for switching. Most switchers said the process was easy. 

Nevertheless, around half of customers said they were uninterested in switching, 
with microbusinesses being significantly less interested than SMEs and larger 
customers. Customers have also had mixed experiences of researching the 
market and understanding offers – while three quarters of active customers found 
it easy to search for information, only half found it easy to compare providers. 

Overall many customers, particularly larger or higher volume customers, are 
already benefiting from the market. However, microbusinesses have generally 
been less engaged and interested in participating in the market. 

Our customer insight results suggest that for many customers, the perceived 
benefits of exploring or engaging in the market – be it to save money on bills or to 
take up new or improved services – are insufficient compared to the costs or risks 
of engaging. Work to reduce market frictions will help to address some of these 
issues and should improve retailers’ incentives to reach out to all customer 
segments. But there remains a residual risk that a proportion of customers do not 
actively engage in the market – this points to the need to continue, at least at this 
stage, price protections for unengaged customers. 

The market frictions we have identified elsewhere in this report – for example data 
quality impacting accurate customer billing, and customer difficulties in navigating 
retailer – wholesaler interactions – are likely to further increase the perceived gap 
between benefits and costs of engaging. Work to address these frictions will help 
encourage greater customer confidence and engagement in the market. 
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4.1 Introduction 

In this section we focus on customers and their experiences and views of the new 
market. We consider: 

• customers’ awareness of the market before and after it opened; 
• their willingness to engage, participate and switch; 
• their experience of searching for information and comparing offers; 
• the levels of switching and renegotiating; and 
• customers’ experiences of the switching process. 

Where relevant we consider experience of different customer segments. In this 
report we make a distinction between small and medium-sized enterprises (SMEs) 
and microbusinesses – we consider microbusinesses to have fewer than 10 
employees, SMEs to have 10 to 249 and large customers to employ 250 or more. 

Our assessment in this section is informed among other things by results from our 
customer insight survey. Further data and results from this survey can be found in 
the interactive statistics that accompany this report on our website. 

4.2 Awareness of the market 

Customer awareness of the new market has risen since market opening from 32% to 
almost half (48%) of customers being aware of their ability to choose a provider.  

Awareness is significantly higher for large customers – 89% are aware of the market 
compared to only 54% of SMEs and 48% of microbusinesses. The finding is broadly 
consistent with CCWater’s August 2017 research into SMEs.8 

4.3 Willingness to engage and participate  

Our customer insight survey finds around one in ten (11%) customers have engaged 
in some way during the market’s first year.  This comprises customers who had 
switched, actively considered switching, tried to switch and failed, considered 
switching but decided not to, and those who had renegotiated. 

We consider a customer to be ‘active’ if they have switched, are actively considering 
switching, tried to switch but failed, or actively considered switching but did not 

                                            
8 Noting that CCWater’s research methodology differed in some ways – for example inclusion of some 
customers ineligible to participate in the business retailer market 
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proceed. Our customer insight survey found large customers have generally been 
more active than smaller customers – for example around 41% of aware large 
customers were active in the first year, compared to 15% of aware microbusinesses. 

Furthermore, half (50%) of all customers and just over half (53%) of microbusinesses 
who were aware of the market said they were uninterested in switching. In contrast, 
27% of large customers aware of the market said they were uninterested. 

Noting that larger customers appear to be more interested and engaged in the new 
market than smaller customers, we return to this point in sections 4.5.2 and 4.5.3 
below where we discuss reasons for switching and not switching. 

4.4 Searching for information and comparing retailers 

Active customers used a variety of sources to search for information about retailers. 
Customers largely used retailers’ websites (34%), price comparison websites (31%), 
brokers (30%) or had direct contact with another retailer (23%). 

Microbusinesses were more likely use a retailer’s website (40%). Just under three 
quarters (72%) of active customers said searching for information was ‘easy’ while 
55% said it was easy to compare providers. However, as figure 4.1 shows, around a 
fifth (22%) of active customers searching for information said they found it very 
difficult to find the information they needed, rising to 28% among micro-businesses. 
Furthermore, almost half (49%) of active microbusinesses and 20% of large 
customers said it was difficult to compare retailers. 

Figure 4.1 – Ease of comparing retailers by customer segment 

Source: our customer insight survey. Proportion of all active customers. 

Of those customers who found comparing retailers difficult, 54% said it was because 
the information was not available by their preferred method of contact, 41% said it 
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was because the information was inconsistent or hard to compare, and 14% said it 
was because they did not have enough time. 

Around 10% of switchers also experienced difficulties finding the information they 
needed. Problems with both the availability and quality of information were common 
comments from those switchers who found it difficult – for example just under a third 
(31%) said they could not get the information immediately or quickly enough. 

We consider difficulty comparing retailers to be an issue for all customers and not 
just SMEs and microbusinesses. Participants in our large users’ workshop for 
example said there was insufficient information to establish price savings offered by 
different retailers, which left them reliant on comparing any available offers only to 
past bills. 

It is important that customers are able to find and compare retailers’ offers. To the 
extent that barriers to this happening can be removed – for example by retailers 
making their offers available in a transparent and comparable manner – customers 
should feel more confident and able to engage in the market. 

4.5 Switching and renegotiating 

4.5.1 Levels of switching and renegotiation 

Customers have begun to take advantage of market opening by switching retailer or 
renegotiating with their existing retailer. In the first year of the market, we estimate 
that around 10% of customers had engaged in the market, having switched, 
considered switching, or renegotiated a deal. Based on retailer data, we estimate 
that overall around 3% of customers either switched or renegotiated, rising to 11% of 
larger customers. 

 Figure 4.2 – Switching and renegotiation by customer segment 

Source: Retailer data requests – number of billing accounts. 
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We used three sources to estimate switching in the market’s first year – data from 
the market operator MOSL, our customer insight survey and data from retailers. 
They are not necessarily directly comparable – for example MOSL record switching 
by supply point rather than customers, they cover slightly different time periods and 
consumer research is subject to margins of error. 

Table 4.1 sets out the principal findings from these sources. Our customer insight 
survey and data from retailers suggests that around 3% of customers switched or 
renegotiated in the first year, with the retailer data suggesting activity was more 
heavily tilted to renegotiation. MOSL data suggests that customers had switched 
around 5% of supply points by the end of the first year. 

Table 4.1 – Switching rates according to different sources of evidence 

Source Period Estimated switched or renegotiated 

MOSL 1 April 2017 – 
31 March 2018 

Supply points 5% 
Consumption 9% 

Wholesale revenue 10% 

Customer insight 
survey (wave 1) 

1st April – November 
2017 

Customers switched 3% 
Customers successfully renegotiated 1%  

Retailer data 
requests 

1 April 2017 – 
31 January 2018 

Billing accounts: 1.3% switched, 1.7% renegotiated 
Consumption: 4.7% switched, 4.1% renegotiated 

Revenue: 3.4% switched, 3.5% renegotiated 

The data suggest that higher consumption customers switched or renegotiated at a 
higher rate than lower consumption customers – for instance while customers 
switched around 5% of supply points, this accounted for about 9% of consumption. 

According to our customer insight survey, around 8% of customers aware of the 
market attempted to renegotiate with their existing retailer and 21% of them 
(equivalent to 1% of all customers) were successful. Customers who were 
dissatisfied with their current retailer were significantly more likely to attempt to 
renegotiate. Large customers (8%) and microbusinesses (9%) were slightly more 
likely to try to renegotiate than SMEs (5%). 

4.5.2 Reasons for switching or renegotiating 

Customer motivations for or interest in switching appear to be driven both by a desire 
to reap benefits such as lower prices or the availability of new or improved services, 
as well as a desire to maintain or improve the quality of customer service and billing 
services. 
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Customers active in the market for example expressed interest in a number of 
aspects when comparing providers. The top five mentions were quality of billing 
services (96% said this was very or fairly important), price (95%), quality of customer 
service (95%), and water efficiency, leakage control and enhanced metering services 
(80%), and reputation of the retailer (80%). 

Most customers who switched or renegotiated said they did so to realise benefits 
from the new market. As figure 4.3 shows, our customer insight survey found 52% of 
switchers aimed to secure lower prices. Just under a quarter (23%) of switchers 
were motivated by the possibility to consolidate bills. 

Customers who switched also said they were dissatisfied with their previous retailer 
(16%) or they had ‘no choice’ (15%). Concerning this latter point, we note that our 
customer insight survey of switchers explicitly only surveyed those customers who 
had effected a switch, as opposed to believing they may have effected a switch. This 
result suggests that some customers may have felt obliged to switch following the 
transfer from their original water company to a new retailer at market opening, or that 
they were switched erroneously, without their knowledge or consent. This will be a 
key point to keep under review as we move into the second year of the market. 

Our customer insight survey also provided some indications that customers who 
were dissatisfied with their provider were more likely to be active or switch. Active 
customers for example were significantly more likely to have experienced problems 
and for those problems to have had a serious impact on their business. Furthermore, 
of customers aware of the market, a fifth (21%) of those who were dissatisfied with 
their existing retailer were significantly more likely to have attempted to renegotiate 
than those who were satisfied (5%). 
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Figure 4.3 – Reasons given for switching 

Source: our customer insight survey. Base: All respondents (switchers) (1,368). 

4.5.3 Reasons for not switching 

Customers who have not switched appear to be content with their existing provider 
or see no clear benefits. Most uninterested customers were happy with their current 
retailer (37%), have not got around to it yet (26%) or considered it too much effort or 
saw no point (19%). 

This is particularly true for microbusinesses who were aware of the market but not 
interested in switching. For example 38% of microbusinesses were satisfied with 
their current retailer and only 24% intended to switch in future. In contrast, SMEs and 
larger customers were less likely to say they were happy with their current retailer 
(28% and 22% respectively) and more likely to suggest that they intend to switch in 
future (36% and 40% respectively). Furthermore, 10% of microbusinesses aware of 
the market but not interested in switching reported that they do not have enough time 
to look into it/too busy, twice the rate as SMEs (4%) and large customers (5%). 

Around half of customers who were aware they could switch but had not done so 
said annual savings of 6% to 20% would encourage them to switch in our customer 
insight survey. This suggest for customers who base their decision on whether to 
switch on price alone, available savings in the market of on average 3% may not 
have been sufficient. 

Our customer insight results suggest that for many customers, the perceived benefits 
of exploring or engaging in the market – be it to save money on bills or to take up 
new or improved services – are insufficient compared to the costs or risks of 
engaging. The market frictions we have identified elsewhere in this report – data 
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quality impacting accurate customer billing and customer difficulties in navigating 
retailer-wholesaler interactions – are likely to increase the perceived gap between 
the benefits and costs of engaging. 

Other work we are undertaking, for example to address credit arrangements, aims to 
reduce costs to retailers which should also help them make more price attractive 
offers. We would anticipate that as trading parties move to address these frictions, 
the perceived benefits of engaging in the market will correspondingly increase. 

4.6 Experiences of the switching process 

4.6.1 Overall experience 

Overall, 88% of customers who switched found the switching process either very 
(67%) or fairly (22%) easy. Of those who found it difficult, most cited difficulties 
related to billing issues, poor communication and the timescale for switching. 
Customers participating in our focus group with members of the Major Energy Users’ 
Council who had switched said the switching process itself was relatively smooth, 
but that service levels were poor – such as difficulties obtaining accurate or timely 
bills from their previous provider. 

4.6.2 Time to switch retailer and obtain transfer reading 

Under the switching process the new retailer must arrange closing and opening 
meter reads. MOSL data suggests the average switch takes between one and two 
weeks to complete, as shown in figure 4.4. Exact timings depend on the retailers 
concerned and are not related to MOSL performance. 

The data also show that some switch completion timescales exceed two weeks. 
Some delays in switching are linked to poor retailer practice, since MOSL data 
shows that 24% of transfer reads in the first year of the market were taken late. This 
includes supply points that did not receive a transfer read or the transfer read was 
submitted outside the relevant industry timescale. 
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Figure 4.4 – Number of days to switch retailer 

Source: MOSL data. 

Our customer insight survey found that around one in ten (9%) switchers were very 
or fairly dissatisfied with the time it took for the switch to take place, rising to 40% for 
large customers. In light of the completion timescales outlined above, we would look 
to retailers to ensure their processes for switching become more streamlined. 

4.6.3 Erroneous transfers and cancelled switches 

A key indicator of how well the switching process is working is the number of 
erroneous transfers and cancelled switches approved by MOSL. Retailers could 
erroneously transfer customers to another retailer without their knowledge or 
consent, or cancel switches to another retailer – causing customers to lose or delay 
the benefits of switching and potentially experience inconvenience, hassle and costs. 

Retailers and MOSL identified that around 1% of all switches were erroneous, from 
market opening to 1 June 2018. Around 8% of all switches between market opening 
and 1 June 2018 were cancelled, with the outgoing retailer applying for 90% of these 
cancellations. 81% of the approved applications for cancellation were due to the 
customer being in debt with the outgoing retailer. 

Cancelled switches due to outstanding debt since market opening have almost 
tripled over the last few months – rising from 3,010 at 1 February 2018 to 9,228 at 1 
June 2018. It is unclear at this stage whether these cancellations were warranted. 
We will keep this issue under review. 
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5. Engagement in the market by third party 
intermediaries (TPIs) 

Summary 

TPIs provide an important means of bringing customers and retailers together and 
enabling customers to engage with the market, helping them compare deals and 
switch retailers. They have entered the market using a variety of business models. 
Some offer other utility services, consultancy and value-added services. Some are 
commissioned by retailers to provide a lower cost route to acquiring customers.  

In the market’s first year, around a third (36%) of customers (and 83% of larger 
customers) are aware that intermediaries can help them compare offers. Around a 
third (30%) of active customers used a broker to search for information. 
Furthermore, brokers have been active in contacting customers. We estimate 
around two-fifths of retailers’ new business has been acquired via TPIs. 

However, there is further scope for the market to take advantage of the services 
TPIs can provide. Price comparison websites are not widely available, even 
though customers value such services. Offers and take up of value-added services 
from TPIs – such as advice on water efficiency – have also been limited. 

Market frictions we have identified elsewhere in this report such as data quality 
issues and impediments directly affecting TPIs, such as difficulties with information 
on retailers’ price and service offerings, can impact on their ability to target and 
make offers to customers. Efforts to address these market frictions should begin to 
help TPIs offer more services that customers can take advantage of.  

Although TPIs are an important means for customers to access the market, we do 
not have tools to mandate TPIs to provide information for monitoring purposes (a 
particular gap is the quality of information TPIs provide to customers) or directly 
regulate TPI behaviour. We will continue to explore this with government. 

5.1 Introduction 

TPIs can make it easier for customers to search for, compare and switch to different 
deals, reducing the time required to search for deals across various retailers and 
facilitating switching to a new tariff or service provider. They can also be a cost 
efficient marketing method for retailers, and can act as a retailer’s agent. Digital 
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comparison tools (DCTs), brokers and consultants can also facilitate customer 
engagement in the market. 

In this section we consider: 

• the services offered by TPIs; 
• the extent to which TPIs are involved in the market; 
• barriers TPIs may face; and 
• TPI conduct and customer experiences. 

5.2 Services offered by TPIs 

TPIs active in the market are already employing a range of business models and 
offering a variety of services. 

Most TPIs appear to offer procurement and brokerage services, including across 
other utilities such as energy and telecoms. Many offer additional services such as 
bill auditing, account management and consulting services such as water reduction 
strategies, meter reading solutions, and data management solutions. Waterscan 
operates a different TPI business model, acting to support customers entering and 
operating in the market as self-supply retailers. 

Most TPIs provide services to all types of business, from microbusinesses to large 
industrial customers. Information we have received from retailers on their use of TPIs 
suggests they have been active across all customer segments. 

5.2.1 Brokers and procurement specialists 

Brokers help customers compare deals across different retailers, facilitate switching 
and help customers secure a better deal. They usually seek commission from 
retailers based on the estimated consumption of a customer. 

Brokers active in other utility markets have begun to operate in the business retail 
market. Some see it as a platform to cross-sell other utilities and offer significant 
discounts to customers who enter contracts covering both water and other utilities.  

In its 2017 annual update of ‘TPIs in the Business and Industrial Energy Supply 
Markets’ Cornwall Insight noted that while many brokers believe savings and 
therefore commissions in the market are relatively low, many are still keen to include 
water services to attract and retain customers seeking a range of utility services. 
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Crown Commercial Services 

Crown Commercial Services (CCS) used its procurement framework to deliver the 
UK’s first aggregated competition for water and wastewater services for public 
sector customers. CCS leveraged combined volumes to attract competition and 
ran an eAuction and sealed bid process. Further competition in October 2017 
brought together water and wastewater services of 122 public sector customers, 
amounting to a total spend of £40 million.  

By 31 December 2017, 34 customers, comprising central government 
departments, councils, NHS trusts, schools and colleges, had achieved an 
average 4% saving against the market average – with some customers saving up 
to 10%. This equates to between £100 and £10,000 saving per year depending on 
the size of premises. 

5.2.2 Digital comparison tools (DCTs) 

Digital comparison tools, including price comparison websites (PCWs), can enable 
customers to compare and switch providers, reducing their search costs. As a recent 
Competition and Markets Authority study highlighted, DCTs can provide an important 
route for retailers to acquire new customers. 

Our customer insight survey suggests customers are interested in using DCTs and 
PCWs. Around a third of customers active in the new water market said they used a 
retailer’s website (34%) or PCW (31%). Usage of PCWs was significantly higher 
among microbusinesses (33%) compared to larger customers (5%). Some 
intermediaries provide online portals which enable customers to obtain quotes from 
retailers by entering their details (such as England on Tap and UtilityWise). 

Retailers have raised concerns with the range and potential complexity of wholesaler 
tariffs, which could increase the costs and difficulties of presenting their offers using 
DCTs. As we set out in section 3, such complexity may result in additional costs for 
retailers and TPIs. We are encouraged by a number of initiatives already underway 
aimed at helping retailers, TPIs and customers to navigate wholesale tariffs. 

5.3 Scale of TPI involvement in the market 

There are encouraging signs that TPIs are engaging customers and helping them 
access the market through a variety of business models. 
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According to our customer insight survey, around a third (36%) of customers (and 
83% of larger customers) were aware that intermediaries can help them compare 
offers in the market. Among customers active in the market, around a third used a 
broker (30%) or a consultant (2%) to search for information about alternative 
retailers. Just under half (46%) of large customers (with more than 250 employees) 
used a broker and a third (30%) a consultant to search for information about 
alternative retailers. Around a third (36%) of customers who switched or tried to 
switch used a broker or consultant to arrange the switch while 2% used a PCW. 

Brokers and consultants appear to have targeted customers – 82% of customers 
who used a broker or consultant to search for information were contacted by the 
intermediary. However 59% of larger customers said they approached their broker or 
consultant, significantly higher in comparison to microbusinesses (13%). 

TPIs have been a route to market for retailers, through marketing and acquisition 
strategies. Retailer data suggests around two fifths (41% number of transactions, 
43% value) of acquisition and retention transactions were sourced via TPIs between 
April 2017 and January 2018. 

However, it is not clear that retailers are always upfront about their use of TPIs on 
their websites. Our desk-based research on retailer websites suggests few retailers 
clearly set out their relationships with TPIs, and references to our policies on TPIs 
are patchy. While TPIs can be a cost efficient way for retailers to reach customers, 
we would expect retailers to be transparent about the nature and terms of their TPI 
relationships so customers understand their contractual rights and obligations when 
interacting with TPIs that operate on behalf of retailers. 

5.4 Barriers to TPI involvement in the market 

Low margins, issues around accessing data and the requirements governing 
interactions between retailers and intermediaries may act as barriers to TPIs having 
a significant role in the market. 

5.4.1 Margins 

Alongside retailers, TPIs have raised concerns that the available margins from 
serving SME customers may limit the engagement of SMEs in the market. Cornwall 
Insight suggest lower overall savings available to SMEs make them less attractive to 
TPIs and that larger customers are in a better position to gain from the market 
through more resources to compare tariffs. We intend to consider this issue as part 
of our review of the retail exit code. 
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This suggests that value-added services rather than commission on price could be 
an alternative driver for TPIs to serve smaller customers. However, as we note in 
sections 2 and 4 of this report, value-added services – other than consolidating 
billing – have been slow to develop, in part due to market frictions we have identified. 
Addressing these frictions should encourage increased value added services, 
including by TPIs. We intend to monitor this issue. 

5.4.2 Access to information 

Access to accurate customer information is important to enable TPIs to effectively 
provide services to customers. 

TPIs have been critical of access to customer information, such as supply points and 
previous consumption in the central market operating system, and how retailers 
present their offers to enable them to make effective comparisons. A TPI told us that 
some retailers produce data in a digital friendly format, while others quote prices in 
ways that are less easy to decipher (such as wholesale plus or retail minus). 

We expect information on retailers’ price and service offerings to improve as the 
market develops. To some degree TPIs can apply pressure on retailers to provide 
information in a way that customers demand. 

While we have not ruled out further work with industry to improve TPIs’ access to 
information, we note that the first step is to improve data quality across the market 
more broadly so that TPIs are given access to accurate data.  

5.4.3 TPI-retailer interactions 

Some TPIs say the customer journey could be smoothed by improving the process 
governing TPI interactions with retailers. 

TPIs have raised concerns relating to service quality – where retailers can be slow to 
produce quotes and that service-level agreements for producing quotes are 
inconsistent between retailers. Some TPIs have also said retailers apply different 
standards when accepting letters of authority on behalf of customers, and these can 
be onerous for smaller customers. 

These issues could limit the ability of TPIs to meet the needs of customers. However 
we have limited evidence that a significant problem exists that prevents TPIs from 
providing effective services to customers. We will continue to monitor the market. 
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5.5 TPI conduct and customer experiences 

Actions by TPIs that lead to customers being misled or mis-sold services directly 
harm customers and ultimately undermine trust and confidence in the market. 

Accordingly, a number of statutory and regulatory protections are in place. TPIs must 
comply with their obligations under the Data Protection Act 2018 and provisions of 
the Business Protection from Misleading Marketing Regulations 2008. Under the 
Customer Protection Code of Practice (CPCoP), retailers are responsible for the 
actions of TPIs acting on their behalf. However, the CPCoP only enables us to take 
action against retailers. Alongside the CPCoP we published a set of principles for 
any voluntary industry TPI codes of conduct for the business retail market. 

Customers have generally been satisfied with the service and conduct of TPIs. Our 
customer insight survey found 94% of customers who had used a PCW, broker or 
consultant to search for information about alternative retailers were satisfied with 
their interactions – with 61% very satisfied. Complaints data from CCWater has not 
identified customer dissatisfaction with TPIs as a material issue. We are restricted in 
our ability to gather comparable and consistent information on the quality of the 
information TPIs provide to customers for example accuracy of information provided. 

There have been some isolated cases of potential misconduct by TPIs acting on 
behalf of customers. In general we have informally addressed these by engaging 
with relevant parties, though our concern is, left unchecked, such behaviours could 
cause harm to customers or dissuade some customers from engaging with the 
market. 

We do not have powers to take enforcement action under the above mentioned 
marketing regulations or to monitor and regulate the activities of TPIs more 
generally. While there is little evidence of significant misconduct by TPIs, we 
anticipate an increasing number and range of TPIs will enter as the market develops. 
We will continue to engage with government on this issue. 
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6. Performance of the market infrastructure 

Summary 

The market infrastructure has been successfully established and appears to be 
operating reasonably well. Over 123,000 supply points have switched, and 
changes to market codes have been responsive to developments in the market. 

However we have identified some issues which relate to effective market 
functioning, particularly around data quality and the market operator’s IT systems 
which need to be resolved. 

We welcome the market operator’s commitment to addressing market issues 
including data quality as part of its Market Improvement Strategy. It will be 
important for wholesalers and retailers to work with the market operator and each 
other to address these issues. 

We will continue to monitor the market arrangements and industry’s work to 
consider how improvements might be made. 

There is scope for interactions with the Scottish business retail market to be a 
more seamless experience. We will consider the nature and impact of this as we 
move into the second year of the market.  

6.1 Introduction 

To support effective competition, the market needs to function effectively and 
efficiently. It is underpinned by rules and processes governing market operation, 
which also enable market participants to propose and implement changes to market 
arrangements so that the market can develop and respond to market developments. 
Ofwat as the regulator also has a role to monitor the market, oversee changes to 
market arrangements, and take enforcement action where needed. 

This section considers in turn: 

• the market operator; 
• market codes and their governance arrangements; 
• interaction with the Scottish business retail market; and 
• the role of Ofwat. 
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6.2 The market operator 

Since its appointment in March 2017, MOSL has successfully established itself as 
the market operator. In the first year of the market, it has managed 123,005 switches 
and processed £2.5 billion in settlement payments between retailers and 
wholesalers. As part of operating switching and settlements in the market, MOSL is 
subject to around 1,150 obligations set out in the market codes. 

MOSL’s June 2018 market improvement strategy has identified three key areas 
where market operation could be improved: 

• data quality – inconsistent and incomplete data, primarily relating to customers 
and supply points, has created challenges for customer identification, switching 
and financial settlement; 

• market performance and trading party behaviours – the timeliness and 
accuracy of meter reading has caused some volatility in settlement and 
challenges in the switching process, and a lack of consistency around wholesaler 
service levels has created challenges for retailers in delivering for customers; and 

• market arrangements – there were no financial incentives on wholesalers or 
retailers to improve their performance during the year, and credit terms have 
created challenges for some retailers to compete across wholesale areas. 

We agree that these are key areas for improvement and we welcome MOSL’s 
commitment to drive market improvement in the second year of the market. 

Data completeness and accuracy 

Data quality – completeness, accuracy, and timeliness – is an issue for all market 
participants. We address data issues associated with retailers and wholesalers in 
sections 2 and 3 respectively. 

Market participants have raised the quality of CMOS data as a key issue. Incomplete 
or inaccurate data can undermine effective competition by impeding retailers’ ability 
to identify customers, their assets and service needs. Poor quality data can also 
damage the customer experience, and delay or disrupt switching and settlements. 

MOSL has committed to addressing data quality and other relevant issues, working 
with trading and other parties, as part of its Market Improvement Strategy and has 
produced a Market Performance Operating Plan. MOSL has also provided a data 
sharing platform to enable companies to address supply point data issues. 
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We expect MOSL to build on its work in the first year, to significantly improve the 
CMOS data completeness and work with retailers and others to ensure market data 
enables market participation, switching and settlement to be as accurate as possible. 

System defects 

Both MOSL and trading parties have identified defects in the IT system for switching 
and settlements, CMOS. MOSL appears to have resolved issues as they have arisen 
– 99% of the 1,047 cases opened before market opening have been closed. Around 
67% of the 407 cases opened in the first year of the market have been closed – 
although 25 cases rated as high or severe remain unresolved. 

While a large number of cases have been reported, which may have affected market 
functioning, actions to address cases indicates MOSL and trading parties are 
interacting and able to resolve issues, and we expect to see this continue. 

6.3 Market codes 

The governance for the market arrangements code and wholesale retail code is set 
out in the market arrangements code. The codes panel considers potential 
modifications to these two codes and makes recommendations to us on whether to 
approve or reject the change. 

In the first year of the market, the panel established five committees with delegated 
authority to focus on specific issues – the Trading and Disputes committee, Market 
Performance committee, Market Incident Management Plan committee, General 
Data Protection Regulation Issues committee, and Trade Effluent Issues committee. 

The panel also established three change working groups to take forward particular 
issues – for example on operational performance standards. 

In the first year of the market, the codes panel considered 35 change proposals, 
brought forward by a range of market participants. This demonstrates the industry is 
actively engaging with the market’s governance process and considering 
improvements to the existing framework. 

After consideration by the panel, 24 changes have been submitted to us for decision. 
We have approved 21 changes and rejected two. The majority of changes have 
concerned technical issues, predominantly focusing on CMOS. We have also 
recently sent back to the panel for further assessment one code modification, 
concerning the redistribution of market performance penalty charges.  
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6.4 Interaction with the Scottish market 

Market opening enabled cross-border competition with the Scottish business retail 
market, in operation since 2008. Retailers can apply for licences in both jurisdictions 
– by applying to Ofwat, the Water Industry Commission for Scotland (WICS), or both. 

Retailers who have applied to both Ofwat and WICS for licences have not raised 
difficulties with applying for licences in both markets. By the end of the market’s first 
year, 17 retailers operate in both markets. We consider licensing processes and 
market entry are sufficiently aligned to allow access to both markets. 

However, retailers raised different market codes, operating systems and wholesale 
tariffs as potential barriers to a seamless experience with the Scotland market. Some 
retailers also pointed out there is not necessarily a seamless experience between 
different wholesaler areas in England and Wales. We will monitor and consider these 
issues as we move into the second year of the market.  

6.5 The role of Ofwat 

We have a key role in overseeing the market and protecting customers’ interests – 
through assessing licences and changes to the market’s arrangements and our 
monitoring, policy and enforcement work. 

Before market opening we approved 25 licence applications – 92% met our service 
standard of 60 working days (or 90 if standard licence conditions need modifying). 
We assessed seven applications in 2017-18 – 87% met our service standard. 

We have been responsive to developments in the market – implementing and 
approving changes to the market codes where they improve market operation, 
streamlining our licencing process, undertaking informal action to ensure compliance 
by market participants, conducting a review of credit arrangements in the market, 
and working with MOSL to streamline processes where possible. 

We will continue to monitor the market and work with industry to ensure the market 
arrangement support a well-functioning business retail market. 

  



Open for business: Reviewing the first year of the business retail water market 

48 

7. Customer outcomes 

Summary 

Many customers who switched or renegotiated their contract have saved money, 
water and time. In the market’s first year we estimate customers who switched or 
renegotiated saved around £8 million in total and at least 270 to 540 million litres 
of water due to efficiency measures. Some have also saved in time and 
administration for example by consolidating bills for multiple premises into one. 

Larger or higher consumption customers have been at the forefront of improved 
outcomes – they were more likely to switch or renegotiate than smaller or lower 
consumption customers and microbusinesses and to have seen savings. Many 
customers who switched or renegotiated have saved on price – on average around 
3%. Nevertheless, smaller customers have been less active and more likely to 
believe the new market offers few attractions to shop around or switch. 

Aside from opportunities to consolidate billing, there has been relatively limited 
take up by customers of other value-added services such as water efficiency 
measures and online services. There is nevertheless customer appetite for such 
services and we expect take up to increase as industry addresses barriers to 
customer participation such as difficulties with accurate billing. 

Following market opening most customers continue to be satisfied with their 
retailer. Customer complaints have increased following market opening, though 
two retailers account for much the increase, and complaint levels recorded by 
CCWater have recently fallen. Nevertheless it is clear customers are continuing to 
experience difficulties with billing and service level quality – and this can inhibit 
engagement in the market or cloud their experiences of switching. 

Reduced engagement by smaller customers, limited take up of value-added 
services and continued difficulties with billing highlight the importance of 
addressing market frictions that contribute or underpin these customer outcomes. 
In particular, better data quality – including timely and accurate meter reads – 
should help retailers deliver efficient and problem-free billing and in turn promote 
customer confidence to engage in the market. 

There have been limited wider benefits in the household retail and wholesale 
sectors arising from lessons learned in the business retail market – we would 
expect these to materialise in future years. 
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7.1 Introduction 

Opening the business retail market principally aimed to create choice and deliver 
improved outcomes for customers. We consider a successful market is one that 
delivers good outcomes for customers, saving them money, water and time. 

We assess the extent to which customers, and where relevant, customer types, have 
seen improved outcomes in these areas. 

In this section, we therefore consider in turn: 

• money savings – the impact of switching and renegotiating contracts on 
customer bills through both lower prices and reduced consumption levels, and 
the impact of market opening on revealing and correcting previous errors in billing 
customers and settlements between wholesalers and retailers; 

• water savings – the extent to which customers have taken up water efficiency 
measures, reduced consumption from switching or renegotiating their contracts, 
and the corresponding environmental benefits which benefit wider society; 

• time savings – whether customers are seeing improved and innovative services 
that reduce their administrative burden saving them both time and hassle when 
receiving water services; 

• customer satisfaction and complaints since the market opened; and 
• the extent of wider benefits of market opening – for example, for household 

customers also to save money, water and time, and improvements to wholesale 
services as a result of market opening. 

We anticipate that as we move into to the second year of the market, addressing the 
market frictions and impediments to customer participation we have identified in this 
report, should enable these kinds of customer outcomes to be further improved.  

Our assessment is informed among other things by MOSL data and results from our 
customer insight survey. Further data and results from both sources can be found in 
the interactive statistics function that accompanies this report on our website. We 
have also published case studies of the experiences of two customers – the London 
Borough of Sutton and Greene King – alongside this report. 

7.2 Money savings 

The level of bills, discounts available, and the extent to which customers are taking 
advantage of these are important drivers for customers to engage in the market.  
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7.2.1 Savings on bills 

Our customer insight survey found customers who had switched had mixed 
experiences in terms of savings. Just over half (55%) of switchers reported that 
reduced prices were a benefit of switching. Just under a fifth (19%) of switchers said 
switching had delivered no benefits. Microbusinesses who had switched were 
significantly more likely than all switchers on average to say they did not expect a 
reduction in their bill as a result of switching (41% of microbusiness switchers). 

Based on our analysis of data from the market operator, retailers and our customer 
insight survey, in table 7.1 we have estimated: 

• first year savings – savings made by customers on their bills in the first year of 
the market, relative to default tariffs and taking into account the profile of 
switching throughout the year; and 

• annualised ongoing savings – savings on bills we expect customers who have 
switched or renegotiated in the first year of the market to experience on an 
ongoing basis, relative to notional default tariffs. 

Table 7.1 – Estimated financial savings by customers 

 First year savings Annualised ongoing savings 

Financial savings £8 million £12 million 

Most of the estimated financial savings can be attributed to larger organisations, as 
their share of total switched revenues is higher than that of smaller businesses. Our 
analysis of responses to the data request to retailers finds that microbusinesses 
account for only 9% of revenues from customers who have switched retailer or 
renegotiated a deal with their existing retailer. 

Our estimates here of the savings are conservative, for example focusing on the 
lower to mid-range end of estimates concerning average price savings and the 
extent to which customers renegotiated new deals. Our principal assumptions for 
estimation were: 

• around 3% of customers switched in the first year, accounting for 10% of total 
revenues; 

• customers who switched or renegotiated saved on average 3%, compared to 
default tariffs; 

• the profile of the volume of switching during year 1 was determined with 
reference to monthly wholesale revenues switched (data from MOSL); 
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• savings due to water efficiency measures are based on our customer insight 
survey which suggests around a fifth (18%) of customers said they saved money 
on bills from both price and water efficiency savings, and that for these 
customers, efficiency measures contributed 20% to 40% of their savings; and 

• total savings from renegotiation are about the same as from switching for the first 
year savings estimate (data request to retailers) and about a third of switching 
benefits for the annualised ongoing savings (our customer insight survey results). 

7.2.2 Other savings 

Market opening has also enabled other significant additional savings for customers, 
whether or not they switch. In particular, some customers received significant 
rebates as retailers resolved some legacy billing issues that market opening and the 
separation of retail from wholesale activities revealed. 

For example, one large manufacturer with sites across England made a one-off 
saving of around £1.1 million as a result of correcting legacy billing errors identified 
following market opening, and saved around £0.7 million per year as a result of the 
corrected data portfolio tender they put out to market. These were gross savings 
identified by the customer’s contracted third party energy services provider. 

In addition, Castle Water say in the first year of the market they saved their 
customers £6.9 million from resolving issues uncovered by market opening, on top of 
annual savings of £0.6 million from discounts on bills. 

7.3 Water savings 

7.3.1 Consumption reductions 

Business customers consumed a total of 1,783,786 megalitres (Ml) in the first year of 
the market according to MOSL data – comprising 1,030,324 Ml in water and 753,462 
Ml in wastewater. Customer switching accounted for about 9% of this consumption. 

Based on the assumptions set out above, we have estimated that business 
customers have reduced their consumption of water and waste water services as a 
result of switching or renegotiating by between 270 and 540 Ml in the first year of the 
market – roughly equivalent to around 100 to 200 Olympic-sized swimming pools. 
On an annualised ongoing basis we estimate customers who have switched or 
renegotiated in the first year will go on to save between 380 and 760 Ml annually. 
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As we noted above, we have taken a conservative approach in estimating savings, 
and so the range of estimated water savings given likely represents the lower end of 
water savings achieved. We note in this context that some larger users of water 
became self-suppliers partly to better control and reduce their consumption. The self-
supplier Greene King alone suggests they reduced their consumption by around 
140 Ml in the market’s first year as a result of targeted water efficiency measures. 

We believe there is considerable potential for retailers to offer, and customers to take 
up, further water efficiency services. Take up of these services by customers who 
switched or renegotiated in the first year was very low, with just 0.2% of switchers 
reporting water efficiency and leak reduction services as a benefit of switching. 

However our customer insight survey suggests customers remain interested – for 
example around four fifths (80%) of active customers said that water efficiency, 
leakage control and enhanced metering services were important when comparing 
providers, rising to 88% among large customers, who are likely to be large water 
consumers. We look to the market for value added services such as water efficiency 
services to develop further, particularly as retailers deliver the tools – such as 
improved metering and billing services – that allow customers to use such services. 

7.3.2 Environmental impacts 

We would expect consumption savings to lead to environmental benefits, principally 
from reduced pressure on ecosystems for abstraction, lower greenhouse gas 
emissions associated with transport and treatment, and reduced need for investment 
in new infrastructure. Since many of these impacts are long-term and may be 
affected by a combination of factors, they are difficult to quantify at this stage. 

Nevertheless, using conversion factors supplied by the Department for Business, 
Energy and Industrial Strategy (BEIS) and based on estimated water and 
wastewater savings set out above, we estimate greenhouse gas emissions were 
lower by approximately 142,000 to 284,000 kg CO2e in the first year, as a result of 
customers switching retailer or tariff, and will be lower by 200,000 to 400,000 kg 
CO2e per year on an ongoing basis. 

7.4 Time savings 

We anticipate that competition will encourage retailers to meet customers’ desires to 
save time and administration in dealing with water services and retailers, including 
by innovation and with new products and services. Competition should also 
encourage retailers to provide better customer service that should lead to fewer 
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customer complaints, and where such complaints arise, to deal with these in a more 
timely and effective manner. We consider customer complaints below. 

7.4.1 Bill consolidation 

The ability to switch to a single retailer for all premises or across water and 
wastewater or different utilities can enable customers to consolidate billing and so 
save time and administration costs. 

Our customer insight survey found around three quarters of customers (76%) 
consider consolidating water and wastewater services to the same retailer to be an 
important factor when comparing retailers. Around half (52%) of customers with 
multiple premises said consolidating multiple premises to the same retailer was 
important. Around half of customers (48%) said consolidating different utility services 
to the same retailer was an important factor when considering switching. 

Furthermore, many customers who switched have taken advantage of the possibility 
to consolidate. Nearly a quarter (23%) of switchers said they switched to consolidate 
their bills to a single retailer, and a third (33%) of switchers with multiple premises 
said they had consolidated their water bill across multiple sites into a single bill. 
However only around 5% of switchers had consolidated their water or wastewater 
retail services with other utilities such as electricity or gas. 

Many switchers who had consolidated bills appear to value it. A fifth of all switchers 
cited bill consolidation across clean water and wastewater as a benefit of switching. 
Around 10% of switchers who had consolidated bills in some form said they made a 
cash saving and a third (31%) made “another type of saving” as a result, largely from 
reduced administration. The majority – three fifths – however of switchers who had 
consolidated bills said that they had not saved on administration costs. 

7.4.2 Quality of retailer services 

Competition between retailers should lead them to offer better quality customer 
services that can save customers time. Improvements can benefit both those who 
have switched and those who have not, as retailers roll out improved services across 
their customer base. 

Our customer insight survey highlighted that almost all customers who have actively 
considered switching consider the quality of billing services (96%) and customer 
service (95%) to be important factors when comparing retailers. 
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Retailers appear to be responding to customer needs here. Our customer insight 
survey found that, when asked to identify any benefits achieved from switching, 11% 
of switchers said they experienced a higher quality of service such as more tailored 
billing while 9% said improved customer service. Furthermore, when asked explicitly 
about the quality of retail services after switching, 26% of switchers said they had 
improved, 60% said they had remained the same, and 9% said they became worse. 

7.4.3 Additional services 

We would expect market opening to encourage retailers to offer new or improved 
services such as online account management. Competition should also encourage 
innovation. Our customer insight survey suggests that customers may be interested 
in such services, with 55% of active customers interested in online account 
management services. 

Data from retailers suggests however that the take-up of additional services by 
customers, such as online account management and water efficiency services, has 
to date been limited. We estimate for example that only around 6% of switchers have 
taken up online account management services. Take up of additional services in 
general has been greater among larger customers – around 42% of large customers 
have taken up additional services compared to 4% of SMEs and 2% of 
microbusinesses. 

Figure 7.1 summarises customer interest in a range of additional services against 
the estimated take-up by switchers as a proportion of billing accounts. 

Figure 7.1 – Important factors for active customers and switchers when comparing 
providers and take up of additional services by switchers 

Source: our customer insight survey (very or fairly important for active customers and switchers) and 
our data request to retailers (take up by switchers of relevant additional services). 
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Overall it appears that the market has significant scope to develop to meet customer 
interest in a range of additional services, particularly among smaller customers. 

7.5 Customer satisfaction and complaints 

7.5.1 Satisfaction 

Following market opening, most customers remain satisfied with their retailer – 
according to our customer insight survey undertaken in autumn 2017, 77% said they 
were very or fairly satisfied, largely in line with our 2016 customer awareness survey 
(76%). Furthermore, 82% of switchers said they were satisfied with their new retailer. 

However, according to our customer insight survey, levels of dissatisfaction 
increased from 5% before the market opened to 9%. The primary reasons given for 
dissatisfaction were billing issues (74%) and customer service (63%). This is 
mirrored by switchers, who also raised billing issues (77%) and customer service 
(44%) as reasons they were dissatisfied. 

Larger customers were principally dissatisfied by billing issues – it was raised by 
92% of those dissatisfied compared to 74% of all customers who were dissatisfied. 

Figure 7.2 – Satisfaction among switchers by customer segment 

Source: our customer insight survey. 

Customer dissatisfaction stemming from billing issues highlight the market frictions 
we have identified elsewhere in this report, particularly concerning data quality, 
meter readings and the impact of retailers issuing timely and accurate bills. 
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7.5.2 Customer complaints 

Customer complaints are an important indicator of the extent and nature of frictions 
in the market. Customers in the first instance bring complaints to their retailer and 
they may escalate these to CCWater. Customers may further refer their complaint to 
an Alternative Dispute Resolution (ADR) provider. Some customers also submit 
complaints directly to Ofwat. 

CCWater published its first annual report on complaints in the business retail market 
in July 2018. It found in the market’s first year, retailers received 14,885 written 
complaints (up 26% compared to 2016-17) and CCWater received 2,780 telephone 
and written complaints (up 237%). In the same period, we received 327 complaints 
from business customers. 

Table 7.2 – Total business customer complaints 

Type of complaint Apr 2017 – Mar 2018 Apr 2016 – Mar 2017 

Written complaints to retailers 14,885 11,772 

Complaints to CCWater 2,780 824 

Complaints to Ofwat 327 N/A 

These complaints, and the increase in complaints, predominantly relate to 
complaints about billing and charges, and administration. Figure 7.3 sets out a 
breakdown of complaints to CCWater by month by complaint category, for the period 
leading up to market opening and the first fifteen months of the market. 

Figure 7.3 – Customer complaints received by CCWater, by category 

Note: April to June 2018 figures based on preliminary data from CCWater following publication of their 
annual report on non-household complaints, so the final figures may be marginally different. 
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CCWater notes that a substantial portion of the increase related to a small number of 
retailers. Whilst such increases remain a concern, both for the customers affected 
and more widely in terms of potential impacts on customer confidence, we also note 
that most retailers appeared to deliver a good service. Furthermore we note that total 
complaints received by CCWater have recently declined. 

Nevertheless, the increase in complaints in the first year highlights customer issues 
that require attention and that some retailers have not performed well in meeting 
customer needs. In particular, CCWater found billing and charges (1,769) and 
administration (513) were the main areas of complaint. Around half of the 327 
complaints about the market to us were about billing and charges. 

Administrative complaints primarily concerned poorly laid out bills or customer 
service interactions. CCWater found that 45% of administrative complaints it 
received from business customers were against Castle Water having insufficient 
resources to deal with increased customer contacts in September 2017. 

Complaints by retailer 

CCWater also analysed complaints by retailer compared to the sector average, 
normalised per 10,000 SPIDs. Figure 7.4 sets out complaints received by retailer, 
normalised by SPID numbers, for complaints received by CCWater, and written 
complaints received by retailers. 

Figure 7.4 – Business customer complaints per 10,000 supply points in 2017-18 
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Source: CCWater. Note: because Three Sixty Water recorded 1 complaint and has 7 supply points 
they therefore had 1,429 complaints per 10,000 supply points in the first year – this has been 
truncated on the graph. 

7.6 Wider benefits of market opening 

We anticipate that opening the business retail market to competition should deliver 
customer benefits beyond just this market. Such ‘spillover’ benefits could occur in 
principle at the retail level, as competition in the business market could generate 
service improvements which also benefit household customers. For example more 
accurate billing systems or best practice fostered in the business retail market could 
also benefit household customers through better billing or fewer customer complaints 
where such improvements are adopted by companies serving households. 

Spillover benefits might occur via wholesalers as unnecessary or inefficient costs are 
revealed through the separation of the wholesale and retail sectors, and as retailers 
put competitive pressure on wholesalers to deliver price and service improvements. 

In February 2018, we canvassed wholesalers for their views about if and where such 
spillover benefits have arisen or are anticipated to arise and if so, the likely 
magnitude of these benefits. In general, most wholesalers noted that since the 
market was at an early stage, they could not provide a comprehensive view of 
whether such benefits were arising or quantify them. 

Nevertheless, most wholesalers were positive about the potential for such benefits to 
arise as the market matures. For example, some told us preparing for market 
opening led them to restructure their wholesale services, as well as consider 
improvements for their household retail services, such as IT and billing services. 

Two wholesalers – South East Water and Southern Water – told us developing new 
services for retailers has led to modest cost savings and additional services for other 
customers, as set out below. Since the market opened, some pressure from retailers 
has led to improved data quality and service on the wholesale side. 
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South East Water’s ‘in your area portal’  

South East Water developed an online portal to give live updates about planned 
and unplanned maintenance and other work to ensure retailers and their business 
customers stay informed. South East also customised the portal to make it 
accessible to end customers (business and household). 

The portal allows customers to follow activity in their postcode area and receive 
updates on new and ongoing local work. South East estimate over 200,000 
customers have used or subscribed to the service. 

Southern Water’s developer services workflow and NAV process 

Southern Water adapted the platform they developed for processing new retailer 
requests to also automate their developer services workflow. They expect service 
improvements for all developers connecting to their network and estimated a one-
off saving of £80,000 and ongoing savings of around £16,000 a year. 

Southern Water also utilised the systems and processes used to communicate 
operational incidents and events to retailers to inform NAVs of any bulk service 
issues. They estimated cost savings of around £20,000 a year should the NAV 
market continue to develop as expected. 

We anticipate that further spillover benefits will accrue to customers as the market 
matures in the second and subsequent years. 
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A1 Background to the market 

A1.1 The new business retail market 

Since 1 April 2017, more than 1.2 million businesses, public sector bodies, voluntary 
organisations and other eligible non-household customers in England have been 
able to choose their supplier of water and wastewater retail services. In Wales, 
business customers are able to choose their retailer if they use more than 50 
megalitres of water each year.9 We refer to all customers eligible to choose their 
retailer as ‘business customers’. 

Before the market opened on 1 April 2017, around 26,000 large business customers 
were already able to choose their provider of retailer services in England and Wales. 
The Water Act 2014 significantly expanded the market in England and provided for 
its market infrastructure. 

This was the biggest change to the water sector in more than 25 years and created 
the largest competitive water retail market in the world. 

Most business customers have at least two supply points for each site, for clean 
water and wastewater, and some have multiple sites and supply points. As such, 
there are more than twice the number of supply points as customers. At 31 March 
2018, there were approximately 2.7 million supply points in the market. 

Table A1.1 – Market metrics at 31 March 2018 (source: MOSL) 

Metric  Total 

Total number of eligible customers 1.2 million 

Total number of supply points 2.7 million 

Total annual water consumption 1,030,324 Ml 

Total annual wholesale revenue £2.5 billion 

A1.2 Market framework 

The Water Act 2014 provided for the opening of the business retail market and sets 
out its legal framework. It also provided the basis for the competitive market 

                                            
9 References to England or Wales relate to areas served by appointed wholesale companies whose 
areas are wholly or mainly in England or Wales, respectively. 
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structure. In particular it enabled standalone retailers, distinct from wholesalers, and 
the entry of new retailers into the market.  

A1.2.1 Market participants 

Wholesalers provide water and wastewater services to retailers, who in turn sell 
these services to business customers. Water wholesalers abstract and treat water, 
maintain the water pipe networks, and manage the physical supply of water to 
customers. Wastewater wholesalers collect wastewater from customers using 
sewerage networks, treat this wastewater, and return it to the environment. 

Retailers compete with each other to offer the best deal to customers. Core retail 
services include billing, meter reading and customer services. Retailers may also 
offer customers a range of value-added services. 

Third party intermediaries (TPIs) are organisations and individuals that give advice 
and information to help customers buy services for their business or help retailers 
sell their services to customers. They act as an intermediary between customers and 
retailers. TPIs in the market include brokers, procurement specialists, billing agents, 
data managers and consultants. 

Market Operator Services Limited (MOSL) is a private company funded solely by 
its members. As the independent market operator, MOSL operates the Central 
Market Operating System (CMOS) which enables customers to switch their supplier 
and the settlement of accounts between wholesalers and retailers. In order to 
participate in the market, wholesalers and retailers are accordingly required to be 
members of MOSL. MOSL is responsible for the effective and efficient operation of 
the market and has a role in its development through its oversight and management 
of changes to relevant industry codes. It was established in 2015 to assist market 
opening by designing and implementing the market’s IT systems and codes. 

As the market regulator, Ofwat’s role is to ensure that companies meet their 
obligations as set out in legislation, licences and market codes, and to protect the 
interests of customers. Retailers require a licence from us to operate in the market. 
Our monitoring framework supports our regulatory approach, enabling us to 
understand how the market is functioning and whether to intervene using our 
competition powers and other regulatory tools. 
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A1.2.2 Licensing framework 

Under the market arrangements, water and wastewater retail services are provided 
by either a regional water and/or sewerage company holding an instrument of 
appointment (covering both wholesale and retail activities) or a licenced retailer 
holding a water supply and/or sewerage licence (WSSL). 

We grant retailers a WSSL that authorises them to supply business customers with 
retail services. Table A1.2 shows the types of licence that can be applied for. 

Table A1.2 – Types of licence 

Type of licence Authorised activities Eligible customers 

Retail authorisation 
(water and/or 
sewerage) 

Supply water or sewerage services 
in England 

Business customers in England, 
persons associated with the 
licensee, or the licensee itself 

Restricted retail 
authorisation 

Supply water in Wales Business customers which consume 
at least 50Ml in Wales 

Wholesale 
authorisation 

Introduce water into the public water 
networks in England to supply the 
licensee’s own customers 

Non-household premises in England 
which consume at least 5Ml of water 
a year 

Supplementary 
authorisation 

Introduce water into the public water 
networks in Wales 

Non-household premises in Wales 
which consume at least 5Ml of water 
a year 

Retail restricted to 
self-supply (water 
and/or sewerage) 

Supply licensee’s own premises and 
the premises of those of persons 
associated with it that are served 
using the supply/wastewater system 
of a water and/or sewerage company 
whose area is wholly or mainly in 
England. 

The licensee’s own/associated 
premises that are served using the 
supply/wastewater system of a water 
and/or sewerage company whose 
area is wholly or mainly in England. 

We assess applications differently for different types of licence. We consider whether 
the applicant has the competency to hold the type of licence requested. We do this 
by assessing a number of key areas, including managerial, financial and technical 
competency (in collaboration with other regulators where necessary). 

When we grant a licence the retailer becomes subject to a set of standard licence 
conditions. These include how retailers must operate, what they must do in an 
emergency, and what happens if they do not comply with their licence conditions. 
We have a legal duty to monitor how retailers comply with their legal duties and 
licence conditions. 
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A1.2.3 Retail exit and market codes 

As part of market opening, the Water Act 2014 enabled incumbent water companies 
in England to decide their participation in the new market. They could either: 

• continue to act as a retailer in their designated wholesale area – but be unable 
to act as a business retailer in areas other than their own designated area; or 

• exit the business retail market (with permission from the Secretary of State) by 
transferring their existing customers to a standalone retail business – such as an 
‘associated’ retailer owned by the same parent company, or a third party 
‘non-associated’ retailer – and be able to acquire new customers across England 
and Wales. 

The arrangements for exiting the market are covered in the retail exit code (REC) 
under the Water and Sewerage Undertakers (Exit from Non-household Retail 
Market) Regulations 2016 (“retail exit regulations”) issued by the Department for 
Environment, Food and Rural Affairs (Defra). Companies wholly or mainly in Wales 
are unable to exit the market under the retail exit regulations. 

The market is supported by further codes which set out the systems, licences 
processes and rules needed to make the market work. Some are required by 
legislation while some are required by licence conditions. 

The customer protection code of practice sets out the minimum standards that all 
retailers must comply with when interacting with customers. The interim supply code 
regulates what happens to customers when a licence holder ceases to operate – 
other retailers may opt to be interim suppliers and be allocated customers. 

A1.2.4 Relationship between wholesalers and retailers 

Wholesalers are required to prepare a compliance code that follows our compliance 
code guidance. This helps to ensure a level playing field for retail services and 
prevent discriminatory behaviour. 

The relationship between retailers and wholesalers in the market is set out in the 
wholesale retail code (WRC). The market arrangements code (MAC) is a non-
statutory code that sets out the arrangements for how the market will operate, 
including the setting up of a panel to help oversee the codes and any changes to 
them or the market operator. 
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Both codes are published on MOSL’s website and operate under an open 
governance framework – where documents are transparently developed with 
industry, reacting to market developments and incorporating proposals from market 
participants. 

A1.2.5 Third party intermediaries 

While third party intermediaries (TPIs) are not directly regulated by us, they are 
required to follow certain rules and we continue to monitor the market for issues.  

TPIs and retailers are covered by general market protections in relation to sales and 
marketing activities, such as the Business Protection from Misleading Marketing 
Regulations (BPMMRs), which is enforceable by the Competition and Markets 
Authority and Trading Standards. Where TPIs act for retailers, retailers must take all 
reasonable steps to ensure that TPIs are aware of, understand and comply with the 
customer protection code of practice. 

Where TPIs act for business customers, retailers must obtain a letter of authority 
from the relevant customer stating the TPI’s name, extent of their authority and fees 
paid. Where the customer is also a microbusiness the written confirmation must be in 
the form of a standard template. 

During market opening we also put in place principles for a voluntary TPI codes of 
conduct to further protect customers. 

A1.2.6 Wholesaler and retailer obligations 

Wholesalers and retailers are subject to regulatory and statutory obligations which 
aim to ensure their activities support effective functioning of the market. They must 
comply with their licence conditions and the market codes. 

Under the wholesale retail code, the market performance framework monitors how 
retailers and wholesalers perform. Under the framework there are two sets of metrics 
collected by MOSL – market performance standards (MPS) and operational 
performance standards (OPS). The MPS relate to processes where 
underperformance is likely to have an adverse impact on the orderly operation of the 
market and the OPS relate to bilateral processes between wholesalers and retailers. 

Both retailers and wholesalers perform under the MPS while only wholesalers are 
subject to the OPS. MOSL collect data and measure company performance against 
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both the MPS and OPS. OPS are self-reported by wholesalers directly to MOSL, 
who then provide it for peer review by market participants.  

OPS and MPS do not cover all market processes. MOSL estimate the MPS cover 
about half of the key performance indicators (KPIs) associated with data transactions 
in the central system. 

Financial penalties 

In the market’s first year, the MPS only operated as a reputational incentive, showing 
company performance without associated financial charges. 

Charges came into effect from April 2018. Depending on each task measured by the 
MPS, a charge of £10, £25 or £40 is applied to wholesalers and a charge of £5, £10 
or £20 is applied to retailers – with overall penalties for each retailer or wholesaler 
capped each month. 

Review of the market performance framework 

The Market Performance Committee’s review of the MPS and OPS in December 
2017 recommended: 

• changes to better align performance standards with service-level agreements in 
the market codes; 

• improved reporting on failures to comply with performance standards; 
• improved incentives for wholesalers to provide timely meter readings; and 
• increased frequency of peer comparison reports on wholesalers’ performance 

against the OPS, with monthly rather than quarterly reporting. 

Changes came into effect from 9 March 2018. 

A1.3 Customer protections 

The interests of business customers and their participation in the market are subject 
to a number of safeguards and protections. The principal safeguards are: 

• the retail exit code – which requires new retailers to offer default tariffs in exit 
areas that are no higher than would have been available had the exited retailer 
remained in the market, extending our price controls at market opening which we 
discuss below; 
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• the customer protection code of practice – which sets out general principles 
and obligations on retailers relating to sales and marketing, information provision, 
customer transfers, billing, and complaints and disputes; 

• the guaranteed standards scheme – which ensures customers receive 
specified payments should retailers or undertakers fail to meet minimum service 
standards; and 

• the interim supply code – which ensures continuity of supply should a retailer 
become unable to supply their customers. 

Together, these safeguards ensure that customers are protected in terms of the 
prices they pay and the service levels they can expect. When issuing licences to 
retailers we assess whether applicants meet our expected competencies. We are 
able to intervene if companies fail to meet their licence conditions or legal duties. 
Customers are also protected through relevant consumer and competition law. 

Price protections 

In preparation for market opening, we introduced business retail price controls to 
provide additional protections for customers until competition becomes effective. 

In our 2014 price review (PR14) we initially set an average revenue control for 
business retail services by company-specified customer group. The revenue 
allowance comprised a retail cost per customer and a net retail margin on total 
wholesale and retail cost allowances. In our 2016 price review (PR16) we simplified 
the controls by allowing companies to reduce the number of customer groups, and 
introduced gross margin controls for English customers that used more than 5 
megalitres a year and Welsh customers that used more than 50 megalitres a year. 

In our final methodology for the 2019 price review (PR19) we confirmed we will 
maintain our approach, with our business retail controls continuing to apply to 
companies who have not exited the retail market. 

The retail exit code ensures our PR16 pricing restrictions apply where retail exit 
occurs in order to provide safeguards for customers while competition is still 
developing. The code requires new retailers to offer default tariffs that are no higher 
than would have been available had the exited retailer remained in the market. This 
supports competition by providing a comparison for customers considering 
participating in the market. Default tariffs no longer apply once a customer has 
negotiated a new deal or chosen to switch retailer. 
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