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State of the market 2020-21

This report reviews how the business retail market has developed in its 4th year of operation (March 2020 – 
April 2021). It updates our first three reports Open for Business July 2018, State of the Market report 2018/19 
and State of the Market report 2019/20. We have presented the findings of this report using PowerBI. 

The fourth year of the market saw market participants significantly affected by the Covid-19 pandemic. Our 
customer research found 63% of business customer's ability to operate had been impacted by the Covid-19 
pandemic with 61% of customers also stating that the pandemic had impacted their water consumption. To 
protect the interests of business customers in the water sector Ofwat worked with the sector to implement a 
number of measures designed to mitigate some of the impacts of the pandemic. It is not yet clear how 
enduring the pandemic's effects on activity and awareness levels in the market will be. 

We continue to see differing outcomes for business customers in the market dependent on their size, with 
benefits accruing more strongly to larger customers. In general, smaller customers continue to have lower 
levels of awareness and engagement in the market when compared to their larger counterparts. Furthermore, 
our analysis of price offerings by Retailers indicates that currently there are only minor savings available to the 
smallest customers, which may not be providing sufficient incentive for these customers to consider engaging 
in the market.  

Key findings for the fourth year of the market include:

- Awareness levels in the market have decreased compared to previous years' findings with 43% of business 
customers aware that they have a choice of Retailer. This compares to 58% in 2019-20 and 53% in 2018-19. 
The fall in awareness is driven predominantly by micro customers (0-9 employees). 

- The number of customers that were active in the last 12 months as measured by the CIS 2021 has increased 
to 9% compared to 8% in 2019-20, and we continue to see a high number of large customers active in the 
market in the last 12 months (28%). 

 - Indicators on switching and renegotiation rates are mixed. Analysis of MOSL data and RFI data indicates 
annual rates may have fallen in the fourth year of the market compared to previous years. In contrast the 
findings from our CIS 2021 research finds that switching rates have increased slightly compared to 2019/20.
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Executive summary
  - Complaints received by CCW and Ofwat fell from previous years and the majority of customers 
continue to state that they are satisfied with their current Retailer (73%) although satisfaction has 
fallen slightly compared to the 2019/20 level of 78%. Billing and charging remain the most common 
reasons for customer complaints.

 - Incumbent Retailers continue to lose market share to independent Retailers with new entrants 
gaining around 1% of supply points (SPIDs) each year. Of the total SPIDs lost by incumbent 
Retailers, over half were acquired by other incumbents. Ofwat granted 1 new licence to a Retailer in 
the period 2020-21 and 4 licences to new self-suppliers. Despite gains made by new entrants and 
self-suppliers, incumbent Retailers continue to account for the large majority of market share. 

Progress on market frictions
Our market monitoring work as well as dialogue with industry and stakeholders has consistently 
highlighted three principal market frictions that are impeding the effective functioning of the market 
and delivery of improved outcomes for customers. Our assessment of the third year of the market 
highlighted efforts to improve market functioning but noted the resolution of market frictions 
continued to require urgent attention from all Trading Parties. 

Since then market participants, led by MOSL, have made significant progress in introducing a new 
Bilateral Hub which should materially improve Wholesaler-Retailer interactions by standardising and 
automating these transactions.  

However, whilst we note the need for industry to address the effects of the Covid-19 pandemic 
during the fourth year of the market, it is nevertheless disappointing that industry made little 
progress during 2020-21 on reform of the Market Performance Framework (MPF). Given the key 
role the MPF can play in helping to resolve market frictions we see progress in this area as a key 
priority for the market. Recognising the importance of well-designed incentives to address issues in 
the market, in particular data quality issues, we consider this work crucial to improving market 
functioning and enabling good outcomes for customers.

Ofwat considers the business retail market has the potential to deliver improved outcomes for 
customers, society and the environment, but is clear this will require market participants to take 
action, including by stepping up efforts to resolve poor quality market data.

https://www.ofwat.gov.uk/wp-content/uploads/2018/07/State-of-the-market-report-2017-18-FINAL.pdf
https://www.ofwat.gov.uk/wp-content/uploads/2018/07/State-of-the-market-report-2017-18-FINAL.pdf
https://www.ofwat.gov.uk/wp-content/uploads/2019/07/State-of-Market-Report-2018-19-Final.pdf
https://www.ofwat.gov.uk/regulated-companies/markets/business-retail-market/state-of-the-market-2019-20-review-of-the-third-year-of-the-business-retail-water-market/
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Market frictions (continued)

Using Power BI
The business retail water market is now in its fifth year. Since 1 April 2017 around 1.2 million business customers in England and Wales have been able to choose their water and wastewater service Retailer, allowing 
customers to choose a service and tariff which best suits their business needs and preferences. This interactive report sets out our assessment of the business retail market in its fourth year of operation (April 2020 to 
March 2021). It is our fourth review, and updates our previous assessments which were published in: August 2020 (Review of the third year of the business retail water market); July 2019 (Review of the second year 
of the business retail water market); and July 2018 (Open for Business).

We have published a data-based interactive report with the intention of providing more engaging and immersive insights about how the market has operated in its fourth year of operation. We have drawn on 
information from: Market Operator (MOSL) data on switching; information provided by Retailers in response to Ofwat's Request for Information (RFI); Consumer Council for Water (CCW) data on complaints and 
engagement with market participants including customer groups, Trading Parties and third party intermediaries (TPIs). This report is also informed by quantitative customer research undertaken by Opinion Research 
Services (ORS) on behalf of Ofwat and CCW to form our business Customer Insight Survey 2021 (CIS 2021). Fieldwork for this research took place between June 2021 and November 2021 and focused 
predominantly on customer's experiences over the last 12 months and it should therefore be noted that this research may not capture customer views from early 2020 and may include experiences after March 2021. 
Our CIS 2021 research was affected by the ongoing pandemic and as a result has a smaller sample size (700) compared to previous years' surveys. Given the consistency in findings across previous years' research 
concerning switchers, we have opted not to undertake a separate switchers survey as we have in previous years.  

In this report we assess the current market landscape and how this has evolved, the extent of customer engagement in the market, how customers are benefiting from the market, and how the market is functioning. 
Please note, in the PDF version of this report navigation buttons and visual filtering is not available. In the PDF version, information contained in pop-out boxes is located in the appendices. For definitions of terms, 
please see the glossary in appendix 1.

Glossary

https://www.ofwat.gov.uk/regulated-companies/markets/business-retail-market/state-of-the-market-2019-20-review-of-the-third-year-of-the-business-retail-water-market/
https://www.ofwat.gov.uk/regulated-companies/markets/business-retail-market/state-of-the-market-reviewing-the-second-year-of-the-business-retail-water-market/
https://www.ofwat.gov.uk/regulated-companies/markets/business-retail-market/state-of-the-market-reviewing-the-second-year-of-the-business-retail-water-market/
https://www.ofwat.gov.uk/regulated-companies/markets/business-retail-market/open-for-business/
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Impacts on the market of measures to combat the Covid-19 pandemic

Covid-19 and the consequential restrictions on the movement of people and operation of businesses has affected the whole of the UK economy, including the business retail market. Following the first lockdown 
from March 2020, Ofwat, alongside Trading Parties and MOSL, acted to protect the interests of business customers in the water sector. 

Measures were introduced such as a temporary vacancy flag to signal where customers had experienced significant reductions in consumption, liquidity support for Retailers and enhanced customer protections 
via changes to the customer protection code (CPCoP). In addition, to protect customers' interests against risks of systemic retailer failure, we have decided to give Retailers some additional and temporary pricing 
flexibility in respect of elevated levels of customer bad debt costs. More details on the measures we have taken in response to Covid-19 to protect business customers can be found on our website here.

MOSL noted in its 2020-21 Annual Performance Monitoring Report (AMPR) that total market consumption in 2020-21 fell by around 23% compared to the equivalent 2019-20 period, likely due to the impact of 
Covid-19 measures on business customers ability to continue with their day to day business activities. Our CIS 2021 research also indicated an impact on customers' water consumption, with 55% of business 
customers stating that they had reduced their water consumption due to the Covid-19 pandemic. 

In addition to affecting market consumption, measures to combat Covid-19 affected some Retailers' ability to read customers’ meters. MOSL reported that for 2020-21 the number of internal long unread meters 
doubled and the number of actual meter reads used for initial settlement reduced by ≈3%. We discuss the impacts of the pandemic on market data in more detail in the later sections of this report. In response to 
our RFI Retailers also noted that the pandemic and resulting lockdowns had significantly impacted their profitability, with many raising the issue of increased bad debt levels in the market resulting from customer 
insolvency.

Covid-19 impacts on the market

Impact of Covid-19 on customers in the business retail market

Our CIS 2021 sought customer views concerning the impact of the pandemic. The majority 
of business customers (63%) stated that the pandemic had to some extent affected their 
revenue and ability to operate and trade as usual and 43% of customers noted a significant 
impact on their business. Smaller customers tended to be more likely than larger customers 
to have been impacted by the pandemic (58% of large customers stated that the pandemic 
had not had a significant impact on their business vs 36% of micro customers). 

Despite the financial impact of the pandemic on their businesses, our customer research 
found that only 7% of all business customers had a problem paying their water bill as a 
result of the pandemic, although this varied by customer size with only 1% of large 
customers stating they had problems paying their bill due to Covid-19 measures. 

Percentage of business customers whose ability to operate was impacted by Covid-19

0% 50% 100%

Micro (0-9 employees)

Small (10 to 49 employees)

Medium (50 to 249 employ…

Large (250+ employees)

Total market

45%

34%

24%

17%

43%

19%

24%

20%

25%

20%

36%

42%

56%

58%

37%

Significant impact Some impact No significant impact

Source: CIS

 Impact of Covid-19 on business customers' ability to operate
 Impact of Covid-19 on business customers' level of water consumption

https://www.ofwat.gov.uk/consultation/business-retail-market-customer-bad-debt-consultation-on-adjustment-to-rec-price-caps-from-april-2022/
https://mosl.co.uk/document/documents/3674-mosl-ampr-2020-21
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Market overview and evolution

A customer's experience of the market may depend on both the effectiveness with which the market operates and the extent to which the 
customer engages in it. Benefits of engaging tend to be influenced by a customer's consumption and expenditure profile. The first part of 
this section assesses how the market has evolved since opening by first examining different customer segments in the market and how 
they contribute to overall consumption and total customer expenditure.

Since market opening, the entrance and exiting of Retailers, along with the consolidation of some retail businesses, has resulted in a total 
of 19 Retailers operating in the market at 31st of March 2021. This section considers how Retailers entering and exiting, and customer 
switching, has changed the distribution of Retailers' market share in the past 4 years. 

Customer landscape

Market evolution and overview
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At market opening an estimated 1.2 million business water customers in England and Wales became eligible to choose their Retailer for water and wastewater services. A customer’s experience of the market 
and the potential benefits from actively engaging in it tend to be influenced by their consumption and expenditure profiles. Findings from our CIS 2021 indicate that water bills tend to make up a small proportion 
of business customers overall running costs with 80% of business customers stating that they make up less than 5% of their overall bill.

The majority of customers in the market are microbusinesses, consuming only small amounts of water. Over 45% of customers consume less than 0.1Ml of water per annum, which is comparable to the 
consumption of a standard household customer. Around 86% of all business customers in the market consume less than 0.5Ml per annum.

Our analysis of Retailer RFI returns confirm this picture of the market, with data indicating a small number of very large water users making up the vast majority of market consumption. For example, despite 
making up only around 1.7% of customers in the market, large customers that use more than 5Ml per annum are responsible for almost 70% of total yearly consumption. This is in contrast to smaller customers 
in the market (<0.5Ml per annum) who are responsible for around 10% of total market consumption. This skew in consumption is also observed in the distribution of Retailer revenue received from customers 
(although to a lesser extent), given the link between water consumption and charges. 

Analysis of Retailer RFI returns suggests that small customers using less than 0.5Ml per year tend to be single site customers, with the smallest customers (<0.1Ml) spending around £300 per year on water bills. 
Large customers on the other hand are much more likely to be multi-site customers with larger average expenditure ranging from £3,000 to £350,000 for customers using more than 0.5Ml per annum. 

Customer landscape

Business customer
segment

Segment definition Examples of
businesses consuming
this level

Estimated number
of customers

Estimated proportion
of customers

Estimated proportion
of consumption

Estimated proportion of
retail revenue

Micro-business (0-9
employees)

SME (10-250
employees)

Large customer (+250
employees)

Total market

• 0-9 employees
• Consumption: up to 0.5Ml
per annum

• 10-249 employees
• Consumption between 0.5Ml
and 5Ml per annum

• 250+ employees
• Consumption above 5Ml per
annum

 

Church, bank, pub,
hairdresser, local
garage

• Smaller SMEs – Hotel,
warehouse
• Larger SMEs - farm,
mine

Airport, power plant, oil
refinery, port

 

1,049,000

153,000

21,000

1,223,000

85.8%

12.5%

1.7%

100.0%

10.1%

21.6%

68.4%

100.0%

23.0%

23.4%

53.5%

100.0%

Source: RFI
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Year 4 of the market continues to see market shares change as customers engage in the market and switch Retailer. We have continued to 
see new entry into the market, with Ofwat granting a WSSL license to ConservAqua in June 2020. Four new self-suppliers were also 
granted licences during the 2020-21 period.  

Incumbent Retailers (i.e. Retailers that acquired a customer base from previous monopoly water companies either at market opening or 
later) have continued to lose market share in 2020-21 to new entrants to the market. We continue to see new entrant Retailers increase 
their market share by c.1% each year; they account for 3.8% of SPIDs at the end of 2020-21, up from ≈2.7% at the end of 2019-20. 

Despite gains made by new entrant Retailers, incumbents continue to account for the large majority of market share making up c.96% of 
both consumption and SPIDs in the market, although as noted above their share continues to be eroded over time by both self-supply and 
new entrants to the market. MOSL data on switching shows that of the total SPIDs lost by incumbent Retailers, over half of these were 
acquired by other incumbent Retailers.

Market share by type of Retailer
Market overview and evolution

Year 1 Year 2 Year 3 Year 4

-0.2M 0.0M 0.2M

Year 1

Year 2

Year 3

Year 4

0.11M

0.10M

0.09M

0.06M

-0.11M

-0.10M

-0.10M

-0.06M

SPID Gains SPID Losses

Market share of SPIDs by Retailer

Source: MOSL

0.05%
10.46%

21.8…

0.49%

6.06%
0%

30.25%

5.3…

15.73%

4.62%

Retailer Name
ADSM

Affinity for Bu…

All self supply

Aquaflow

Business Stre…

Castle Water

Clear Busines…

ConservAqua …

Dwr Cymru W…

Everflow

First Business…

SPIDs

2017-18 2018-19 2019-20 2020-21

99.5% 98.2% 96.8% 95.6%

2.7% 3.8%

Incumbent New Entrant Self-Supply

SPIDs Consumption Revenue

Self-supply remains a popular option for larger customers in the market, 
with self-supply licensees citing financial benefits in terms of cost savings, 
reduced administration costs and better control over data as key benefits 
from switching to self-supply. As noted above, Ofwat has granted 4 
additional licences to self-suppliers bringing the total number of self-
suppliers in the market to 16 at the end of March 2021.

Source: MOSL
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Market activity

An effective market relies on customers being informed about the market and able to switch supplies in order to exert competitive 
pressures on providers of water and wastewater retail services. The intensity of competition – which can promote innovation, improved 
service offerings and possibly lower prices – is likely to depend on the extent to which customers engage in the market.

This section begins by looking at the level of customer awareness and activity using information from the customer insight survey (CIS 
2021), while the second part of the section examines how the resulting rate of customer switching and renegotiating has developed in year 
4 of the market. The third part of this section considers what sources of information are used by customers to make an informed decision 
on switching Retailer, and the availability of this information. 

Awareness and activity

Switching and renegotiating

Searching and comparing
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Since market opening there has been an upward trend in the proportion of eligible business 
customers that are aware of the market and their ability to switch provider of water and 
wastewater retail services. In the fourth year of the market however our CIS 2021 indicates 
that the percentage of eligible business customers aware of the market fell to 43%, compared 
to 58% at the end of the third year. This fall is driven predominantly by Micro customers 
(those customers with fewer than 9 employees) as they comprise the majority of customers in 
the market. We have however also seen a reduction in the awareness of large customers 
compared to 2019/20. although we note this remains above the level recorded for 2018-19.

Our CIS research found that around 9% of all customers in the market have been ‘active’* in 
the last 12 months, a slight increase on previous years where activity for the entire market 
was around 8%. 

Our customer research continues to highlight that there is significant variation in both 
awareness and activity dependent on the size of the business customer. Large and medium 
size customers tend to have higher awareness and higher activity levels when compared to 
small and micro customers, with the largest customers in the market almost twice as likely to 
be aware of the market than the smallest customers and over 3 times as likely to be active. 
Consistent with previous years' findings our research also finds that customers who are more 
likely to be active in the water business retail market are also more likely to be active in other 
utility markets (such as gas or electricity) with a higher number of large customers reporting 
having switched their electricity or gas bill in the last 12 months than smaller customers. 

*’Active' denotes all customers who have switched or re-negotiated, actively considered 
switching or re-negotiating, those that have tried to switch or re-negotiate, those in the 
process of switching, and those who had considered switching or re-negotiating but had 
decided not to. 
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Awareness and activity

Customer awareness

0%

50%

100%

2017/18 2018/19 2019/20 2020/21

48% 51%
58%

40%

54%
61%

53%

70% 68%
64%

69%

89%
96%

48%
43%

58%

53%

Micro-business SMEs Small Medium Large All eligible business customers

Business size Percentage of business
customers active in the market in

the last 12 months

Micro (0-9 employees)

Small (10-49 employees)

Medium (50-249 employees)

Large (250+ employees)

Total market average

8%

8%

13%

28%

9%

Source: CIS

Source: CIS
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Indicators on switching and renegotiation rates are mixed.  Overall rates of switching and renegotiation in the fourth year of 
the market appear to have fallen slightly compared to third year.  Based on data from MOSL for example, the proportion of 
SPIDs that switched Retailer between April 2020 and March 2021 fell to 2.4%, against 4.0% for year 3, with equivalent 
numbers for consumption switched of 7.0%% in year 4 against 8.0% in year 3. Retailer RFI returns similarly suggest the 
cumulative number of customers that have either switched or re negotiated since market opening has fallen by around 0.7% 
in 2020-21 compared to 2019-20.

On the other hand, our CIS results, with fieldwork undertaken during August to November 2021 but asking about customer 
activity in the last 12 months, i.e. including the latter half of year 4, suggests that around 3.9% of all customers switched or re-
negotiated, a small increase against 3.8% for year 3. Furthermore, Retailer RFI returns suggest that in terms of consumption 
and revenue, the cumulative level of switching and renegotiation has increased slightly in 2020-21 to around 29% of the total 
market. The observed trends in the cumulative number of customers, consumption and revenue that are on switched or re-
negotiated contracts suggests that a small number of customers have allowed their contracts to expire and have fallen back 
onto the default tariff protections.

Notwithstanding this mixed picture, and that we continue to see increases year on year in the level of consumption and 
revenue that has been switched or re-negotiated, we have nevertheless seen a decrease in the rate at which this happens 
with the market only experiencing modest increases in its 4th year compared to previous years. It is possible the effects of 
Covid-19 may have impacted the level of switching and renegotiation that occurred in the early part of 2020-21 however the 
extent of this impact is unclear. 

MOSL

CIS

RFI

Sources: 
MOSL, 
CIS, RFI

Sources: MOSL, CIS

Annual switching and renegotiation rates
Data Source

Period

CIS

Customers
renegotiated

 

Customers
switched

 

Switched
and/or re-
negotiated

 

MOSL

Consumption
switched

 

SPIDs
switched

 

2017-18

2018-19

2019-20

2020-21

0.9%

2.4%

2.4%

2.2%

3.0%

2.7%

1.4%

1.7%

3.9%

5.1%

3.8%

3.9%

9.0%

6.0%

8.0%

7.0%

5.0%

4.0%

4.0%

2.4%

Source: RFI

Switching and renegotiating

We note that switching and renegotiation rates vary significantly by customer size (i.e. whether they are a 
microbusiness, SME etc) and the level of the customer's consumption. Data from the RFI and MOSL suggest 
that switching rates for customers with higher levels of consumption are significantly higher than customers with 
lower levels of consumption. In particular, our RFI returns indicate that the percentage of switched customers in 
the >50Ml consumption band is over 3 times the level of the smallest consumption band. The CIS also found 
that large customers were much more likely to switch their Retailer when compared to the industry average.

Total cumulative switching and renegotiating to date
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The majority of customers that either switched or re-negotiated their contract, or considered doing so, used at 
least one source to search for information on Retailers. The most frequently reported source of information 
used by customers that had switched their contract was a price comparison website (27%) which increased 
compared to the findings from the 2019-20 CIS results. Consistent with previous year’s findings, the use of a 
broker or consultant, and direct contact with Retailers remain a popular route for customers who are 
searching for information on Retailer offerings. Large customers in particular were more likely to use a broker 
to search for information on Retailers, with 62% stating this route as a source of information. 

The majority of customers that have looked into switching or re-negotiating their contract continue to report 
that it is ‘easy’ to find the information needed to make an informed choice, with only 4% of customers stating 
they found it difficult to find information.

Searching and comparing

0%

10%

20%

30%

40%

Very easy Fairly easy Neither easy
nor difficult

Fairly
difficult

Very difficult

24%

42%

29%

4%

0%

Sources of information used to search for information on Retailers

0%

10%

20%

A price
comparison

website

I didnt
search
(none)

A
consultant

Other A broker Direct
contact with

another
retailer

A retailer's
website

The Open
Water

website

27%

23%

19%
17% 16% 16%

13% 13%

Our CIS results also suggest that the majority of customers who looked, compared or tried to compare Retailers 
found it easy to compare different Retailers (64%) although this number has decreased compared to previous years 
findings. Of the 10 customers that reported difficulties in finding information, they stated this was due to reasons 
such as prices weren't clear, information wasn't consistent or information was not available.  

Use of third party intermediaries (TPIs) in the market

Information from Retailer responses to our RFI indicates that in the fourth year of the market around half of all 
transactions carried out by Retailers were through a TPI (57% of total transaction value).  This proportion is broadly 
consistent across both large users and microbusinesses and indicates the important of these entities to facilitating 
Retailer and customer engagement. In their responses to our RFI Retailers emphasised the importance of TPIs in 
facilitating access to smaller usage customers. 

Source: CIS

Source: CIS

 Find information
 Compare Retailers

How easy it was for customers to:
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##

Customer outcomes

An effective market is expected to deliver improved outcomes for customers, with increased rivalry between suppliers leading to innovation 
and the delivery of improved service offerings and possibly lower prices.

This section reviews the motivations a customer may have to switch their contract as well as the potential benefits that the market can 
deliver these customers. We have also drawn on data from the CIS 2021 results and CCW complaints data to examine how satisfied 
customers are with the market .

Motivations for switching

Financial benefits to customers

Other benefits to customers

Customer satisfaction
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Consistent with findings from previous years, a large number of customers that have switched Retailers in the last 12 
months looked into switching with the aim to save money on their bill as well as a desire to receive better customer 
service from a potential new Retailer. Our customer research suggests that additional value-added services such as 
water efficiency measures or leakage services continue to be lower priority motivations to business customers.

When asked what level of annual bill reduction would encourage them to consider switching Retailer, 45% of business 
customers stated that savings between 0-10% would encourage them to switch, with 22% of customers stating that 
they would require 11-20% savings to be incentivised to switch. 

Where customers were aware of their ability to switch but had not considered switching or re-negotiating their contract 
in the last 12 months, 34% stated that their reason for not considering switching is that they were happy with their 
current Retailer and received a good service. This finding was significantly lower for medium and large customers 
(only 18% of medium customers and 20% of large customers stated that they hadn’t considered switching due to their 
satisfaction with their current retailer). 

Large customers were also significantly more likely to state that they were locked into a contract with their current 
Retailer when asked why they had not considered switching in the last 12 months (25%).

Motivations for switching

Why customers started looking into switching

0% 10% 20% 30% 40%

1.Someone/a broker/a c…

2.Lower price/bill
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Source: CIS

Source: CIS
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 Why customers started looking into switching
 Why customers started looking into renegotiating

Small and medium customers were more likely to cite reasons including ‘Too much 
effort to switch’ and ‘No point in switching’ when asked why they had not considering 
switching with 17% of SME's stating there was no point in switching and 16% stating it 
was too much effort.
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Saving customers money: An effective market is expected to deliver improved outcomes for customers, with increased rivalry between suppliers leading to innovation and the delivery of improved service 
offerings and possibly lower prices. Using data provided by Retailers in response to our RFI we have sought to understand the potential price savings available to business customers should they make the 
decision to switch away from their default tariff contract. Our full methodology is set out is set out in appendix 3. To summarise briefly, we specified consumption and other characteristics for a set of illustrative 
hypothetical customers and asked Retailers to estimate the best price they could offer were the hypothetical customer to switch from a deemed contract to the Retailer in question. We further asked Retailers to 
provide some high level price details on a subset of customer contracts that they had successfully acquired in the 2020-21 period. We use both sources of information to understand the potential savings a 
customer currently on a default tariff could make if they engaged in the market and switched to an alternative contract. 

Our findings on potential price savings varied significantly dependent on customer consumption levels. Customers with annual consumption below 0.5Ml, who have not agreed new terms, are subject to 'Group 
One' REC price caps. We have for the purposes of our analysis assumed that Retailers charge such customers the allowed maximum price under Group One REC price caps. Retailer returns suggest that 
available price savings are negligible or often nil for these customers.  The majority of Retailers reported that they would not offer a discount to the default tariff for such customers, stating that they would either 
charge the full amount allowed under the default tariff protections or that they would need to charge significantly more than the default tariff in order to be incentivised to serve these customers.

We nevertheless note that data on actual customer contracts negotiated with Retailers showed evidence that some small customers have realised savings from switching their contract compared to the default 
tariff price protections, although these savings tended to be quite low at around £15 per annum. We did however find that in some cases small customers had switched to contracts that were in excess of what 
they would have paid on the relevant default tariff price protections, noting that the price protections apply only in the instance a customer is on a deemed contract. We note that in such circumstances it is 
possible that the customer was obtaining additional services or value.

Financial benefits to customers

Customer Band Average best
price offered by

Retailers
compared to

the default tariff
(%)

Average best
price offered by

Retailers
compared to the
default tariff (£)

Annual savings
made by

customers that
switched in 2020-

21 (%)

Annual savings
made by

customers that
switched in 2020-

21 (£)

Small customer using
between 0 and 0.5Ml per

anunum
Medium customer using
between 0.5 and 5Ml per

annum
Large customer using

between 5Ml and 50Ml per
annum

No savings

5%

5%

No savings

£500

£1,700

4%

3%

4%

£15

£250

£1,300

Source: RFI

Customers with annual consumption between 0.5Ml and 50Ml per annum are subject to less 
stringent price protections than small customers. Analysis of data reported by Retailers suggests that 
such customers could expect to receive price savings from switching away from a default tariff. 
These savings tended to be around 4-5% on average but represent a higher monetary saving on the 
customer bill when compared to the savings small customers could expect to make. For example, a 
single site customer using 1Ml per annum could look to save c.£200 per year compared to the 
relevant default tariff.

Our analysis of customer contracts negotiated in the last 12 months indicates that larger customers 
that have switched in 2020-21 made savings of around 3% when compared to the amount the 
customer would have paid if they were on the default tariff. 

Retailers supplying large customers (>50Ml) are not subject to regulatory requirements to limit prices 
charged to such customers. Data on offers across Retailers suggests a range of competitive offers 
and that there are savings to be made by large customers should they choose to switch their 
contract.

Read about the methodology used to determine price savings here
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In addition to saving customers money, it was also expected that increased choice and competition between Retailers 
would lead to customers saving both time and water as well as drive service improvements to customers. 
Competition in the business retail market may also deliver 'spillover benefits', for example to the household sector, 
where learnings from a competitive market can be applied to improve outcomes for household customers. As an 
example of the type of spillover benefits that may be created, we have set out a case study from South Staffs Water 
illustrating how it utilised and leveraged learnings from the business retail market in its operations in the residential 
retail market. Details of the case study are available in appendix 4.

Saving customers time: As noted in previous years' reports we expect the ability to switch Retailers to allow 
customers to save time dealing with their water bill, in particular large customers with multiple sites across multiple 
regions are able to consolidate their bills across both premises and water and wastewater and so reduce 
administration burdens. Our CIS 2021 results indicate that around a third of customers that have switched their 
contract reported time savings in regard to their water bills. 

Other benefits to customers Read about South Staffordshire Water's spillover benefits here

Customer benefits from switching and renegotiating

0% 50% 100%

Lower price/bill

Nothing

Higher quality servic…

Better customer serv…
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Water efficiency serv…

59.4%

37.9%

33.5%

29.1%

7.4%

6.9%

1.4%

0.5%

99.7%

Switched Renegotiated

Saving customers water: It remains a key expectation and aim that competition and choice will encourage the offer and take up of water efficiency and leakage reduction services and so enable customers to 
reduce water consumption. In previous reports we have asked Retailers to provide estimates, to the extent they can, of water savings that their customers have achieved due to water efficiency measures they have 
taken up. For 2020-21, in part owing to the impacts of the pandemic on consumption in the market, the majority of Retailers were unable to provide quantitative estimates on their customers level of savings that 
would have been due to BAU water efficiency measures. We have therefore not reported an estimated water efficiency figure for 2020-21. Although unable to report quantitative estimates of water efficiencies 
Retailers set out their views regarding barriers to further water efficiency in the market, including: 

- Data and metering: Retailers state that one of the key issues inhibiting water efficiency in the market relates to metering and the access of timely and accurate consumption data. Reported issues include differing
Wholesaler policies relating to access to data and cost of installing Automated Meter Reading (AMR) equipment. 
- Retailer disincentive: The majority of Retailers said there is currently little or no incentive for them to offer these services as they are not seen as important by customers and investment in water efficiency 
measures therefore does not provide competitive advantage and reduces margin, especially for those customers on default tariffs. 
- Customer perspective: Retailers note that there is a lack of customer awareness of the need for water efficiency to tackle water scarcity issues. Furthermore from the customer perspective, because the majority 
of business customers are small with relatively low consumption and bills, there is a potential lack of cost savings associated with the implementations of water efficiency measures which further dampens customer 
incentives to invest in the services.

Nevertheless, for some larger customers there appears to be interest and activity concerning water efficiency measures.  We continue for example to see self-suppliers in the market make year on year efficiency 
savings. For the 2020-21 period eight self-suppliers reported efficiency savings of 336Ml for the 2020-21 period, equating to around 4% of annual water consumption used by those self-suppliers. For individual self-
suppliers percentage savings ranged from between 0.6% - 13% of total water consumption. 

Source: CIS 

15



/

State of the market 2020-21

Our CIS 2021 research found that 73% of business customers reported being satisfied with their current Retailer, declining slightly from 
the 78% level found in 2019-20. This decline in satisfaction was consistent across all customer groups with the exception of medium 
size customers which was unchanged from 2019-20 levels (73%). When asked why they were satisfied with their current Retailer, the 
majority of customers noted they had experienced no or few problems with their service from Retailers (64%).

Although written complaints to Retailers increased to 15,102 (from their 2019-20 level of 14,363), in comparison, customers complaints 
received by CCW (2,701) and Ofwat (361) both fell from the previous year. CCW's Annual Report on business customer complaints 
about Retailers in the market shows that a total of 2,701 complaints* were reported in 2020/21. This is consistent with the overall 
decline in the number of complaints since the peak in late 2018/early 2019. CCW reported that billing and charging complaints remain 
the most common reason for customer complaints (77%), followed by administration issues (12%). 

The impact of the Covid-19 pandemic on market conditions may have contributed to a reduction in customer complaints during 2020-
21, highlighted by the varying levels of customer satisfaction. Evidence from CCW showed that complaint levels decreased as 
lockdown restrictions were implemented in 2020, however, as lockdown restrictions eased and businesses reopened in the summer 
months there was a rise in complaints, especially relating to billing and charging.

Customer satisfaction Satisfaction with current Retailer
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Results from the CIS have shown that there has been a marked increase in the proportion of customers that are dissatisfied 
(17% in 2020/21 compared to 6% in 2019/20). The most common reasons given were billing issues (65%) (e.g. not receiving 
bills, or incorrect charges), and the level of customer service (45%) (such as being slow to respond to issues, or being difficult to 
contact). These were reported as the most common reasons for micro, SME and large customers. Evidence from the CIS shows 
that satisfaction among large customers (61%) decreased significantly from the high level of satisfaction reported in 2019/20 
(92%). Large customers were also shown to be significantly less likely to report that they were ‘very satisfied’ with their Retailer 
(22%) when compared to the market level of 43%. Satisfaction among large customers in 2020-21 is more consistent with the 
level in years 2017-18 and 2018-19, although it is a reduction from the levels in these years. CCW’s annual report on business 
customers noted that despite the measures introduced to support customers, especially in the early stages of the pandemic, 
some customers remained unaware of the support available to them. CCW’s customer research suggested that this contributed 
to lower satisfaction as Retailers did not consistently communicate the support available to customers. 

Type of complaint

 

April 2016 -
March 2017

April 2017 -
March 2018

April 2018 -
March 2019

April 2019 -
March 2020

April 2020 -
March 2021

Complaints to CCW*

Complaints to Ofwat

Written complaints to Retailers

824

N/A

11,772

2,780

327

14,885

3,975

482

17,918

3,208

388

14,363

2,701

361

15,102

Source: CCW

Sources: CCW, Ofwat
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*Does not include complaints made to Welsh companies Hafren Dyfrdwy and Dŵr Cymru Welsh Water 
or complaints classified by CCW as 'others'.

Total

Micro

SME

Small

Medium

Large

https://www.ccwater.org.uk/wp-content/uploads/2021/08/Business-customer-complaints-2020-21.pdf
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Market functioning

Our market monitoring work as well as dialogue with industry and stakeholders has consistently highlighted three principal market frictions that are 
impeding the effective function of the market. These frictions are as follows:

 - Poor quality consumption, customer and asset data: Poor quality data impedes parties’ ability to trade effectively and can lead to inaccurate or 
disputed billing and undermines water efficiency measures.
 - Cumbersome Wholesaler-Retailer interactions: Retailers are responsible for meeting customer requests – including where these need wholesaler 
action. Ineffective communication between retailers and wholesalers can result in a poorer customer experience.
 - Inadequate Wholesaler performance: Includes poor aggregate performance of wholesalers in meeting industry requirements increases retailer 
costs.

We report in this section on how well the market has been functioning in its fourth year in operation, progress in addressing these three market frictions, 
and our view on where industry efforts have been effective here and where further progress is required.

Market frictions

Market frictions (continued)
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Developments in 2020-21
The need to address the effects of the Covid-19 pandemic on the business retail market has been a key consideration during 2020 21, the fourth year of the market.  This has unfortunately diverted some industry 
attention away from resolving market frictions and in some cases temporarily reversed some progress, for example concerning the proportion of meters that have not been read for more than a year ('long unread 
meters'). Whilst noting the need to address pandemic effects, it was nevertheless disappointing that industry made little progress during 2020-21 on reform of the Market Performance Framework (MPF), a key 
mechanism to incentivise improved Trading Party performance necessary to support the market. Given the key role the MPF can play in resolving market frictions we see progress in this area as a key priority for 
the market.  We do note one key area of progress, in that industry, led by MOSL, have made significant progress in introducing a new bilaterals hub which should improve Wholesaler-Retailer interactions by 
standardising and automating these transactions.

Ofwat considers the business retail market has the potential to deliver improved outcomes for customers, society and the environment, but is clear this will require market participants to take action, including by 
stepping up efforts to resolve poor quality market data.

Market frictions
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Data quality
Significant issues regarding poor quality customer, consumption, and asset data continue to persist in 
the market. Resolving this market friction remains a key priority for the market to function effectively, 
which is crucial to delivering both better outcomes for business customers and improved levels of water 
efficiency. Recognising the need for industry to play its role and the importance of well-designed 
incentives as a means of facilitating this, MOSL is working with Trading Parties, CCW and Ofwat to 
reform the current MPF. A call for inputs on the future MPF was published in November 2021 with 
further consultations expected in 2022 and the new framework to be implemented in 2023/24. We 
consider this work crucial to strengthening incentives on Trading Parties to improve the quality of 
market data. 

In addition to the work to reform the MPF, we also support MOSL's published draft Market Data
and Information Charter, that aims to define principles with regards to data and information 
management in the market. These principles are designed to support Trading Parties in meeting their 
obligations in the market codes with respect to market data. The charter will feed into a Market Data 
Strategy that will set out how data and information will be used to achieve the goals of the market.

Wholesalers continue to have a key role to play in improving the quality of data in the business retail 
market. We have recently published the findings from our investigation into Thames Water, which 
concluded that this company failed to meet its licence conditions and code obligations relating to the 
quality of its market data. 

We encourage incumbent companies to reflect on the findings of our investigation into Thames Water, 
including the actions that Thames has committed to and apply any lessons learned to their relevant 
activities. 

Wholesaler-Retailer interactions
Customers can experience delays and frustrations as a result of inefficient or ineffective Wholesaler-
Retailer interactions which may occur where there is not a standardised approach for Retailers to raise 
service requests with Wholesalers (for example in relation to locating, repairing, and replacing meters, 
leakage allowances or arrangements for trade effluent).  It's also the case that Retailers can experience 
delays or incur additional costs where interactions with Wholesalers made on behalf of customers do not 
proceed smoothly.

Industry has made significant progress in the fourth year of the market on improving Wholesaler – Retailer 
interactions, through two key initiatives. First, and on the basis of work led by MOSL, industry during 2020-
21 continued development of a centralised system for enabling Retailers and Wholesalers to process 
bilateral requests more efficiently and in a standardised way. This has enabled the activation from 
September 2021 of a new centralised 'hub' to manage the first of a series of bilateral processes. Other 
bilateral processes are due to be added in phases, with the programme due to conclude in November 2022 
(see Authority timetable and MOSL bilaterals programme). 

https://mosl.co.uk/documents-publications/4626-market-performance-framework-call-for-inputs/file
https://mosl.co.uk/documents-publications/4600-market-data-and-information-charter-draft/file
https://mosl.co.uk/documents-publications/4600-market-data-and-information-charter-draft/file
https://www.ofwat.gov.uk/publication/notice-of-ofwats-decision-to-impose-a-financial-penalty-on-thames-water-utilities-limited/
https://mosl.co.uk/document/changes/4013-cpw070-cpm043-authority-timetable-r2/file
https://mosl.co.uk/services/market-improvement/programmes-and-projects/bilateral-transactions-programme
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Wholesaler-Retailer interactions continued

Secondly, industry in 2020-21 began formal operation of 'R-MeX' (Retailer Measure of Experience outputs), a reputational incentive mechanism designed to measure and improve services levels provided by 
Wholesalers to Retailers.  Improved service here should also contribute to improved Wholesaler – Retailer interactions, with consequent benefits for customers. We encourage market participants to consider how 
R-MeX could evolve into a financial incentive, noting that the Bilaterals hub has the potential to provide a significant amount of granular feedback from Retailers on Wholesaler performance. 

Retailer commentary on this issue provided in response to our retailer Request for Information also suggests that the 4th year of the market has seen improvement in Wholesaler-Retailer relationships. Some 
Retailers noted that addressing the issues caused by Covid-19 were aided by positive communication and collaboration between Retailers and Wholesalers.  

Wholesaler performance

Our review of incumbent company support for effective markets (Project RISE) concluded that levels of Wholesaler support for the business retail market was variable, with room for improvement. Our vision for 
the market emphasises the need for market participants to engage at a senior strategic level, as well as at an operational level. As set out in our recent letter to Wholesalers, despite some improvements over the 
past year, there remains considerable scope for some Wholesalers to improve their performance and step up their support for the business retail market. 
Well designed, targeted incentives on Wholesalers can help deliver improved outcomes to business customers. A key vehicle for delivering these incentives will be via the implementation of a reformed MPF 
framework (to be implemented in 2023/24) as well as the introduction of the B-MeX incentive that will target qualitative aspects of the Wholesaler relationship with business customers. 
In the meantime, we support the introduction by MOSL of a more holistic approach to monitoring Trading Party performance. This should strengthen incentives on Wholesalers to improve their performance and 
support for the market, including via the introduction of Additional Performance Indicators (APIs). APIs cover key aspects of Wholesaler performance including good quality  data items (such as UPRN, VOA and 
GIS completeness) as well as long term vacancy and long unread meters.  We would like to see Wholesalers engage constructively with this new approach to measuring performance and where they are 
performing poorly, to take swift action to improve their performance. 

Market frictions (continued)
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https://www.ofwat.gov.uk/regulated-companies/markets/review-of-incumbent-company-support-for-effective-markets/
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Term
 

Definition

AMPR

Bilaterals

CCW

CIS

CPCoP

GIS

Ml

MOSL

Ofwat

Project RISE

REC

Retailers

SLAs

SPID

Trade effluent

UPRN

VOA

Wholesalers

WSSL

Annual Market Performance Report. MOSL's annual report that evaluates the application of the Market Performance Framework (MPF) in improving market performance, at both a market level and individual trading
party level. Focusing on the processes, methods and incentives of the MPF, the AMPR identifies and assesses improvements in market performance year on year.

When serving their customers, Retailers often need to liaise with Wholesalers to get a particular job done, such as fixing a water meter. There is therefore a two-way – or ‘bilateral’ – relationship. Each request,
instruction or process update that passes between the Retailer and Wholesaler is referred to as a 'bilateral transaction.’ Each process often involves multiple bilateral transactions.

The Consumer Council for Water. A statutory consumer body for the water industry in England and Wales.

Consumer insight survey. Research commission by Ofwat and CCW to gain an insight from business (i.e. non-household) customers about their experiences and views concerning the business retail water market.

CPCoP sets out the minimum standards that all retailers must comply with in their dealings with customers. It also sets out the minimum standards of behaviour that is expected from Retailers at every step of the
customer’s use of services (the ‘customer journey’). Includes: sales and marketing activities; contracts and information; switching suppliers; billing and data; and handling complaints and disputes.

Geographic Information System. A system that creates, manages, analyses, and maps data. GIS connects data to a map, integrating location data (where things are) with all types of descriptive information.

Megalitre(s). Volume equivalent to 1,000,000 litres.

Market Operator Service Limited. The market operator for the non-household retail market in England, making sure the market functions in a simple and efficient way. MOSL facilitates the transfer of customer
information when they switch retail supplier.

The economic regulator for the water and sewerage industry in England and Wales. Also the licensing authority for the market, in order to compete in the market, suppliers must be awarded a licence.

Review of incumbent company support for effect markets. Actions and initiatives being taken forward to support further improvements in the market outcomes.

Retail Exit Code. The regulatory code that protects customers that do not actively agree a contract with a retailer and are served on the basis of a 'deemed contract' which includes default tariffs. The REC places
limits on the price and non-price terms that retailers can place in their schemes of terms and conditions for deemed contracts.

Retail suppliers buy wholesale services, (the physical supply of water and/or removal of wastewater), and offer a package to sell to eligible customers. Retail suppliers are able to compete for the custom of all eligible
business customers.

Service Level Agreements. The minimum standards of service that water and wastewater customers are entitled to from a company that holds an appointment as a water or sewerage undertaker (a ‘water or
sewerage company’) or from a company that holds a water supply licence or a sewerage licence (a ‘retailer’).

Supply Point ID. A code unique to each water supply point. Business customers with multiple sites will have multiple SPIDs.

Any liquid waste (effluent) discharged into the public foul sewer from a business or industrial process (e.g. from washing or cooling activities).

Unique Property Reference Number. A unique numeric identifier for every addressable location in Great Britain,

Valuation Office Agency. Provides valuations and property advice to support taxation and benefits to the government and local authorities in England, Wales and Scotland. It also provides valuation and surveying
services to public sector bodies.

Appointed companies that own and operate the network of pipes, mains and treatment works. They act as the wholesalers in the market, selling water and wastewater services to retail suppliers.

Water supply and/or sewerage licences. Holder can provide supplies of water and sewerage services to eligible non-household premises. Some licensees may be limited to providing water supplies or sewerage
services to their own sites and those of persons associated with them (known as self-supply).
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Customer Segment Annual consumption Trade Effluent* Customer example

M1

M2

M3

M4

M5

M6

M7

M8

M9

0 - 0.04Ml

0.04 - 0.37Ml

0.04 - 0.37Ml

0.37 - 1.28Ml

0.37 - 1.28Ml

1.28 - 5Ml

1.28 - 5Ml

More than 5Ml

More than 5Ml

No

No

Yes

No

Yes

No

Yes

No

Yes

Church, bank

Pub, hairdresser

Local garage

Hotel, warehouse

Farm, mine

Supermarket, university

Brewery

Airport, power plant

Oil refinery, port

 *Trade effluent is any liquid waste (effluent) discharged into the public foul sewer from a 
business or industrial process (e.g. from washing or cooling activities).
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Price savings methodology 

For our 2020-21 State of the Market report we have sought to understand what price savings are available in the market should a customer choose to switch their contract. We have revised
the approach taken in previous year’s reports in order to focus on price savings available to individual customers rather than the annual savings that customers may have realised throughout the year.

Accordingly we have set out two methodologies to gauge possible price savings available to customers, as follows.

Retailer offerings based on set customer characteristics

In order to understand the range of prices available to customers in the market, we set out a number of theoretical customer examples with a fixed consumption, wholesale bill and customer
type (e.g. Church, Pub, Hotel etc). For each customer example we asked Retailers to provide an estimate of the best price they could offer a similar customer if they were to switch their contract to that Retailer. 

The best price offers were then compared to what the customer would have paid if they remained under the relevant default tariff set out in the Retail Exit Code (REC). This allowed us to understand the potential 
savings an un-engaged customer in the market may gain from switching their contract to another Retailer or re-negotiating their contract with their current retailer.

Actual price savings implied by customer contracts

In addition to looking at potential price savings that could be made by customers, we have also sought to understand the savings that customers in the market may have already realised from switching. We 
therefore asked Retailers to provide key price and consumption details of customer contracts that they had negotiated and entered into with customers in 2020-21. These details allowed us to determine the price 
savings these customers have made compared to a counterfactual of the prices allowed under the current REC default tariffs.
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Spillover benefits - Case study by South Staffs Water

In April 2020, South Staffs water (SSC) separated its household retail operations from its wholesale business. Since the separation SSC has run its household retail operations as though it were a separate 
business. 
 
By separating its household retail and wholesale operations SSC aims to adopt a competitive mindset where it hypothetically seeks to retain and acquire customers as if subject to competition from other retailers. 
SSC introduced organisational and operational changes reflecting best practice from the retail sector as well as developed a range of performance metrics to improve service for its household customers, including 
enhanced customer service SLAs and jeopardy reporting used to flag problem areas and identify appropriate action to improve performance. SSC has also improved its billing operation by adopting a ‘meter to 
cash’ approach based on best practice in the business retail market.
 
In addition to the above SSC is looking to establish a new and separate wholesale service desk as an interface to its household retail operations, anticipating that this will better monitor wholesaler service levels 
provided to the household retail business.  
 
We note that while only a subset of the initiatives are based on learnings and best practice from the business retail market, we see this as a good example of how benefits from the business retail market may 
generate ‘spillover’ effects and benefits for household customers. At this stage it remains difficult to quantify these impacts.
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