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Introduction and welcome  
by the Chair of the SWS CCG 

 



The vast majority of water company 
customers have no choice about 
who supplies them with water and 
wastewater services.

It is therefore vital that what Southern Water 
Services (SWS) does, is firmly grounded in 
what its customers want and are willing to pay 
for. This is particularly important now, as the 
Company plans what services, schemes and 
programmes it will deliver in the next five-year 
price control period.  

It is our role, as the Southern Water 
Customer Challenge Group (CCG), to provide 
independent advice to SWS about how it 
engages with its customers1  and stakeholders 
to understand what their priorities are. We 
have a duty to challenge the Company when 
we don’t think it is engaging enough, if the 
quality of the engagement it carries out falls 
short or if we don’t believe that customer 
views are being acted upon in the plans and 
programmes it develops. Ultimately, we report 
to Ofwat, the economic water regulator, on two 
questions: about the quality of engagement: 
and the extent to which the outcomes of this 
engagement have influenced the Company’s 
Business Plan for 2020 to 2025.

I am one of the few Chairs who has worked 
with a Company across two business plan 
cycles and reflecting on when I started in 2012, 
I can see how far this Company and the CCG 
have both come. In the course of developing 
the Business Plan for 2020-25, the Company 
has shown more ambition in its approach to 
customer engagement and participation, and 
has used a much wider variety of research 
methods and techniques to gather a greater 
depth and breadth of insight. SWS has also 
adopted a more comprehensive and integrated 
approach to stakeholder engagement – 
something that is now genuinely embedded 
across the business.

As a CCG, we have also evolved, with new 
members bringing a broader range of 
experience and perspectives that has provided 
the Company with a rich pool of advice and 

insight that has helped to improve the quality of 
the engagement and the Business Plan itself. 
We have increased our own understanding 
of the water industry, by inviting some key 
stakeholders to tell us directly about their 
expectations and help build our understanding 
of what is becoming possible, through 
technological innovation to make a step-
change in the services customers receive.

This has allowed us to challenge, rigorously and 
robustly throughout the course of this business 
plan process. There have been some difficult 
moments that have required significant work on 
both sides to reach a satisfactory conclusion. 
I welcome the way that SWS has engaged 
with this process; embracing our advice and 
responding constructively to our challenges. 
As a result, the CCG is able to give positive 
answers to the key questions that Ofwat have 
asked us to consider.

We have been helped by good engagement 
with the senior team, including the CEO, and 
by a positive, on-going relationship with the 
Board, who have heard first-hand what we are 
discussing, and to whom I have had excellent 
access. We have also welcomed the Company’s 
enthusiasm to work with us as experts in our 
respective fields to help them advance their 
thinking in key areas such as vulnerability. 
I have no doubt that this positive working 
relationship has resulted in better outcomes  
for customers. 

Producing a strong Business Plan for the next 
five years, set in the context of a long-term 
strategy, both grounded in customer and 
stakeholder priorities, is excellent, but it is only 
the beginning. Delivering this Business Plan 
will require not just ambition, but a cultural 
transformation within SWS and we recognise 
this is a difficult task. 

In our report to Ofwat for the last Price 
Review (PR14), we were concerned about 
culture change and the ongoing application 
of what had been learnt about customer and 
stakeholder engagement. As we started work 
on this Price Review (PR19) our concerns were 
realised as we found that not all the lessons 
had been remembered. The Company’s 

1  While not formally appointed to the ARRC until the Board meeting in September, Mike Putnam, Wendy Barnes and Sara 
Sulaiman attended the September ARRC meeting. 
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approach to stakeholder engagement had 
been developed and embedded, but work with 
customers remained patchy. 

My confidence in the Company’s ability to 
deliver the culture change required, is growing, 
not least as a result of the relatively recent 
changes in the Company’s leadership and the 
recruitment of a senior Head of Strategic Insight 
to drive this important work. There is, however, 
some distance yet to travel before the wider 
organisational change that is needed is truly 
embedded in the business. This is something 
for the Board and senior team to own and 
execute. The CCG will stand ready to help.

I am clear that this Business Plan cycle has 
been more demanding and complex than 
the last one. Ofwat established much more 
detailed requirements for companies and 
CCGs. The CCG think that SWS has risen to that 
challenge and engaged more broadly, deeply 
and innovatively than during PR14. But the new 
demands have made the process particularly 
challenging during the later stages, when there 
was simply too much to do in too little time for 
the CCG to be able to contribute in the way we 
would have liked. We hope that Ofwat’s review 
of PR19 will consider how this process can be 
improved in the future.

During the course of this Business Plan 
process, the trust and confidence customers 
place in the Company has become a high-
profile issue with a great deal of public and 
political scrutiny. We urged the Company 
to investigate the views of customers and 
stakeholders to understand what gives them 
trust and confidence. The findings have 
confirmed that the things that have the greatest 
potential to boost trust and confidence are all 
about delivery of what has been promised and 
what is needed. So delivering on the promises 
made in the last Price Review and those made 
in this Review is critical for customer and 
stakeholder trust in SWS. The research also 
showed that public concern about corporate 
behaviour relating to profits, taxation and pay 
can have a negative effect on trust. This is why 
the CCG will take a keen interest in delivery 
of this Business Plan and levels of trust and 
confidence in SWS.

I am grateful to all the CCG members for their 
insightful contributions and the considerable 
time they have given to this process. I would 
also like to say thank you to those who have 
been supporting our work directly. You have all 
made a big difference to the Business Plan that 
is now proposed.

Anna Bradley 
Chair of Southern Water Services’  
Customer Challenge Group

31 August 2018
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Part 1 
Executive summary
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At the close of the Business Planning 
process, the CCG can say that SWS’s 
engagement with its customers and 
stakeholders has been of a high 
quality and that the outcomes of 
this engagement have significantly 
influenced the contents of the Business 
Plan for 2020-25.

High quality engagement 

As you will see in this report, we have 
scrutinised the customer engagement 
during the course of this Price Review 
closely. Highlighting and giving credit where 
the Company has carried out high-quality 
engagement, but robustly challenging where 
we felt they had fallen short of what was 
required and assisting them to improve their 
approach. The positive and constructive 
working relationship with the Company, from 
the highest level down, means we have been 
able to help Southern Water on its journey to 
deliver better outcomes for customers.

There have been some significant 
advancements in the company’s approach, 
including the ethnographic research, the 
regional stakeholder panels and workshops, 
the deep dives on resilience and vulnerability 
and fresh approaches to willingness to pay 
research. We have welcomed these examples 
of in-depth customer engagement and the 
way the Company has embraced our advice to 
ensure its plan is grounded in high quality and 
reliable insight.

There have also been some significant 
challenges. Early in the process we felt the 
initial research specification was too short-term 
in its focus, didn’t include wider environmental 
and societal issues within its scope and some 
of the material being used in the deliberative 
research was too technical in nature for most 
customers to understand. This led to our first 
Advice Note to the SWS Board – resulting in a 
step-change in the engagement programme. 
More recently we have challenged the 
Company’s approach to engaging and setting 
its Performance Commitments (PCs) and 
Operational Delivery Incentives (ODIs).

There are some areas that would benefit from 
further attention to ensure a consistently high 
level of engagement is achieved. Some of this 
can be done in the lead up to the start of this 
Business Plan in 2020, some is included in the 
Business Plan: 

•   A deeper understanding of people in 
circumstances that might make them 
vulnerable and the data sharing and 
partnership working needed to address the 
needs of these customers 

•   A richer understanding of the changing views 
of customers of the future using a wider 
range of methods and techniques

•   The need for a more mature understanding 
of different business segments and improved 
working with the retailers which, since the 
opening of the non-household retail market 
in April 2017, supply water to the business 
and non-household sectors 

•   Genuine working with communities not just 
in communities as part of a wider shift in the 
nature of engagement that will be needed if 
the Company is to continue to move up the 
Tapped In continuum – these are addressed 
in Part 4 of this report

•   Improvement of the approaches to engaging 
customers in the development of PCs and 
ODIs, including targets and penalties and 
rewards

•   Better embedding of the lessons learned 
about research and engagement in future 
activities.

•   Better forward planning of engagement 
activity to ensure that appropriate time is built 
into each stage of the work to review and 
plan for the next stage, making the links and 
taking advantage of lessons learned

•   Developing more mature models of 
triangulation of engagement findings, which 
can be applied in everyday business contexts 
as well as in price reviews.
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How engagement influenced the plan 

We are confident that the research carried out 
established a shared view of customer and 
stakeholder priorities. The Company presented 
their response by setting out five “basic” and 
five “transformational” outcomes which it 
plans to deliver through five transformational 
programmes. We very much welcomed the 
level of the company’s ambition and the fact 
that it was taking a long-term, holistic view of 
the evolution of its services. This accorded 
with what customers and stakeholders wanted. 
However, we had some difficulty matching 
the customer and stakeholder priorities with 
the high level outcomes in the Business Plan 
and we were concerned that customers and 
stakeholders would not understand how 
the Business Plan matched their needs and 
expectations.

We asked for the key deliverables to be 
presented in a simpler framework, focused on 
what customers and stakeholders had said. 
This allowed us to map the connections more 
easily and gave us confidence that the golden 
thread between the insight and the plan was 
strong. We are pleased that the Company 
embraced our suggestion and that this version 
of the Business Plan will clearly illustrate the 
way it is grounded in what customers and 
stakeholders have said they want. 

We concluded that the Business Plan includes 
substantial programmes of work which 
address customer and stakeholder priorities. 
In particular these include: the ambitious and 
industry-leading Target 100 programme to 
reduce consumption to 100 litres of water per 
person per day by 2040; the comprehensive 
geographic coverage of the Catchment First 
environment programme; work to bring new 
automated technologies on-line to monitor the 
condition of its assets and pre-empt issues 
such as blocked and/or burst mains; and 
the ‘Reach and Support’ programme that is 
designed to give customers the help they need, 
when they need it. 

We have identified some areas which would 
benefit from further attention to ensure the 
link between engagement and activity is both 
strong and easily recognised, now and in 
 the future:

•   Be clear about which work will run across 
more than one Business Plan period and 
where this is the case, give interim dates  
for completion of preparatory work, as  
well as final dates for achievement of the  
full benefits. 

•   Development of detailed delivery 
programmes in some key areas between now 
and 2020 to establish the building blocks for 
the new Business Plan; this is particularly true 
of work on demand reduction

•   Establishing and embedding new ways of 
working with more emphasis on partnerships 
and co-production. This has implications 
for the capability, capacity and culture 
of the SWS team, which should not be 
underestimated

•   Strengthening the monitoring framework 
(PCs and ODIs). The framework for this 
Business Plan is not as strong as we would 
like, partly because so many of the initiatives 
are new and there are few tried and tested 
measures and benchmarks. Developing more 
robust and comprehensive measures during 
the course of the 2020-25 is a priority. 

•   Developing PCs and ODIs that assess 
the overall environmental impact of the 
Company, rather than of individual schemes, 
to help customers and stakeholders see the 
scale of impact that the Company is having 
on the environment. 

•   For the next Business Plan, find a way to 
present a single version of the Business  
Plan so that it is easily recognised and 
understood by customers and stakeholders, 
but also meets the need of regulators and 
policy makers.
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Increasing participation

The production of the Plan does not mean this 
journey is complete. Our last consideration was 
the engagement journey that the Company was 
on; from asking customers and stakeholders 
about things it has plans to do, to co-creating a 
joint agenda for action with different groups of 
stakeholders and customers.

We have concluded that significant change 
has already taken place through the delivery 
of PR14. We have seen and encouraged further 
development along the Tapped In continuum 
during the PR19 process, as evidenced 
in this report. We also know that much of 
the preparatory work for the programmes 
mentioned above is already underway and 
some of it involves co-creation. We expect a 
scaling up of this kind of activity between now 
and 2020 to provide strong building blocks, for 
co-delivery during the implementation of the 
Business Plan. This will be especially important 
in the areas of demand reduction, catchment 
management and vulnerability – all of which 
depend on working with others. This work 
should ensure that SWS is engaging with its 
customers and stakeholders in an altogether 
different way by 2025. 

In order for active customer participation 
to become part of how the Company does 
business, it needs to be embedded in the 
culture of the organisation. The newly created 
insight team appointed as a result of our first 
Advice Note has been charged with leading 
this cultural change. Having reviewed both 
the Business Plan chapter on customer and 
stakeholder engagement and the future 
customer and stakeholder engagement 
strategy, we have confidence that SWS is 
committed to a continuous journey that places 
customers and stakeholders at the core of 
its business. We will continue to keep a close 
watch on how the Company is mainstreaming 
a customer and stakeholder-centric culture 
during the final years of the current period and 
through into the delivery of the new plan. We 
look forward to continuing to work with the 
Company as it continues its journey.
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Part 2 
The quality of Southern Water Services 
customer (both household and  
non-household) and stakeholder 
engagement
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Summary

As you will see in this report, we have 
scrutinised the customer engagement 
during the course of this Price Review 
closely. Highlighting and giving credit where 
the Company has carried out high-quality 
engagement, but robustly challenging where 
we felt they had fallen short of what was 
required and assisting them to improve their 
approach. The positive and constructive 
working relationship with the Company, from 
the highest level down, means we have been 
able to help Southern Water on its journey to 
deliver better outcomes for customers.

There have been some significant 
advancements in the company’s approach, 
including the ethnographic research, the 
regional stakeholder panels and workshops, 
the deep dives on resilience and vulnerability 
and fresh approaches to willingness to pay 
research. We have welcomed these examples 
of in-depth customer engagement and the 
way the Company has embraced our advice to 
ensure its plan is grounded in high quality and 
reliable insight. 

There have also been some significant 
challenges. Early in the process we felt the 
initial research specification was too short-term 
in its focus, didn’t include wider environmental 
and societal issues within its scope and some 
of the material being used in the deliberative 
research was too technical in nature for most 
customers to understand. This led to our first 
Advice Note to the SWS Board – resulting in a 
step-change in the engagement programme. 
More recently we have challenged the 
Company’s approach to engaging and setting 
its Performance Commitments (PCs) and 
Operational Delivery Incentives (ODIs).

There are some areas that would benefit from 
further attention to ensure a consistently high 
level of engagement is achieved. Some of this 
can be done in the lead up to the start of this 
Business Plan in 2020, some is included in the 
Business Plan: 

•  A deeper understanding of people in 
circumstances that might make them 
vulnerable and the data sharing and 
partnership working needed to address the 
needs of these customers 

•   A richer understanding of the changing views 
of customers of the future using a wider 
range of methods and techniques

•   The need for a more mature understanding 
of different business segments and improved 
working with the retailers which, since the 
opening of the non-household retail market 
in April 2017, supply water to the business 
and non-household sectors 

•   Genuine working with communities not just 
in communities as part of a wider shift in the 
nature of engagement that will be needed if 
the Company is to continue to move up the 
Tapped In continuum – these are addressed 
in Part 5 of this report

•    Improvement of the approaches to engaging 
customers in the development of PCs and 
ODIs, including targets and penalties and 
rewards

•   Better embedding of the lessons learned 
about research and engagement in future 
activities.

•   Better forward planning of engagement 
activity to ensure that appropriate time is built 
into each stage of the work to review and 
plan for the next stage, making the links and 
taking advantage of lessons learned

•   Developing more mature models of 
triangulation of engagement findings, which 
can be applied in everyday business contexts 
as well as in price reviews.

This Part has seven sections covering:

1.  Areas of particular challenge

2.   The SWS Customer and Stakeholder 
Engagement Framework

3.   Different types of customers and 
stakeholders

4.   Issues concerning the robustness of 
customer and stakeholder insight and 
research on key aspects of the  
Business Plan

5. Methodologies

6. Triangulation

7. Corporate and financial structures
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1.  Areas of particular challenge 

The overall quality of engagement with 
customers and stakeholders. 

SWS began its programme of customer 
engagement to inform the Price Review in 
March 2016. At the outset, the CCG discussed 
the fact that our expectations were higher; we 
recognised that it would be important for SWS 
to build on the good work carried out for the 
last Price Review and develop it further. Ofwat 
also made it clear that they wanted to ‘raise the 
bar’ with regard to customer and stakeholder 
engagement. 

SWS confirmed that it wanted to take 
engagement to the ‘next level’ and the 
CCG took this new level of ambition as the 
benchmark. This resulted in some challenging 
conversations, in particular, during 2016 we 
offered advice and challenge on the following 
issues: 

•   The fact that the initial research specification 
assumed that this would be a test of the 
current strategic priorities, rather than a new 
and more open conversation with customers 
and stakeholders about what they wanted to 
see in the medium to long-term future.  The 
Company agreed to adjust their approach 
and establish a more open engagement with 
customers and stakeholders.

•   That customers and stakeholders should be 
involved in a conversation not only about the 
water and sewerage services they receive, 
but also the wider citizenship benefits that 
SWS can deliver, such as cleaner beaches 
and rivers. This advice stemmed from our 
discussion on the very first research vehicle 
that focused narrowly on water and sewerage 
services. The approach to this research 
was immediately adapted to support more 
expansive conversations with customers  
and stakeholders.

•   That the information that SWS gained 
from everyday contacts and on-going 
engagement with customers and 
stakeholders should be built into the 
Company’s understanding of what is 
important. The new SWS Customer and 
Stakeholder Engagement Framework, see 
diagram on page 13, addressed this by 
including business as usual (BAU) contacts. 

•   That the quality of some workshops about 
customer’s interest in wider environmental 
and sustainability issues had been hampered 
by the overly technical nature of some 
of the material, and the manner in which 
benchmarking data – showing the relative 
performance of Southern Water – had been 
introduced. During observation, some CCG 
members thought that participants had 
become confused and that findings were less 
reliable as a result. SWS set about new pilot 
work to develop its approach to these difficult 
questions about the longer-term future. 

•   That it was crucial to ensure that there is 
a ‘golden thread’ that runs throughout the 
various pieces of research and engagement 
from what people say to what is ultimately 
included in the Business Plan. To help with 
this, we asked for clearer timelines and key 
milestones in the research programme so 
we could see how the pieces fitted together. 
This planning would also mean our views 
could be available to the Board in advance 
of their sign-off. The Company charged the 
new project management capability that was 
being put in place with this task.

•   At the same time the Company was putting 
together the first consultation document for 
the Price Review; Let’s talk water. We were 
concerned that this report did not adequately 
address more strategic and longer-term 
issues. So we were pleased that SWS agreed 
to put it on hold and think about the way it 
would be connected with the longer-term 
future thinking that the new CEO and Chair of 
the Board were doing.

It was clear that some of these issues had been 
exacerbated by co-incidental changes at the 
most senior level of SWS in early 2017. This 
caused some inevitable delays in agreeing 
the strategic direction. Changes in some key 
individuals also resulted in loss of some historic 
memory resulting in administrative issues; 
particularly around the monitoring role the  
CCG had for delivery of the previous Price 
Review promises.

Such was the importance of these concerns; we 
decided to issue a formal Advice Note to the 
Chairman of the SWS’ Board in April 2017. We 
advised the Company to adopt a more strategic 
approach to customer engagement and think 
afresh about the way it engages with customers 
and stakeholders on longer-term plans. 
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We received a formal response from the 
Chairman of SWS Board, Bill Tame, in 
November 2017, which accepted our advice. 
Subsequently, the Company developed a 
new integrated plan for its customer and 
stakeholder engagement, the SWS Customer 
and Stakeholder Engagement Framework, see 
diagram on page 13, and appointed a dedicated 
Head of Strategic Customer Insight to head up 
a new insight function. We welcome the way our 
advice was embraced by the Company.

2.   The SWS Customer and  
Stakeholder Engagement  
Framework 

The new Customer and Stakeholder 
Engagement Framework meant SWS, and 
consequently the CCG, could be assured that 
it had a much more integrated and cohesive 
approach to engagement, utilising all available 
channels including BAU activities to ensure 
it reached out across its full customer and 
stakeholder segmentation. The four central 
pillars are underpinned by insight and research, 
and bordered by communications and dialogue 
on one side, and a customer-driven culture 
change on the other. SWS’ goal is a future 
where customers and stakeholders co-imagine, 
co-create and co-deliver with the Company 
– representing the scale of its ambition, see 
diagram on page 13. 

This Framework, and its extension which shows 
the indicative scope of engagement from each 
pillar, are attached as Annex 1 to this report. 

We used this Framework to shape our meetings 
over the next period. Up until this point we had 
focused particularly heavily on the listening and 
acting pillar of the framework, so we explored 
the other three pillars in more depth. 
 Key issues were:

•   How had BAU intelligence influenced 
thinking about the Business Plan and its 
delivery, particularly in relation to customer 
experience and behavioral change

•   How SWS had engaged with communities of 
all types including physical and virtual.

As the programme edged toward the deadline 
for submission to Ofwat, the pace of work 
accelerated and several key elements were 

being developed in series, rather than in 
sequence. As a result the CCG was not able 
to offer advice on the design of the research 
around Performance Commitments (PCs) 
and Operational Delivery Incentives (ODIs), 
acceptability, or affordability. And some pieces 
of work, affordability and acceptability in 
particular, have been delivered so close to the 
wire that as we drafted this report we were still 
waiting to see the final reports. 

We have also not had the opportunity to spend 
time separately discussing the interpretation of 
the findings from the formal consultation on the 
business plan and the formal consultation on 
the Water Resource Management Plan (WRMP). 
We have, of course, seen the results in the 
round and alongside other work as part of the 
overall case for the Business Plan.

As a result of this we have spent a considerable 
amount of time challenging the findings of this 
final set of research until we have understood 
them and been able to locate the various 
inputs to the process. In itself, this does not 
represent a shortcoming with the quality of the 
engagement, but it does represent an issue 
with the Price Review process, on which we 
comment in our overall conclusions in Part 5 of 
this report.

We have also found that the quality of some 
of the later research elements dipped. In 
particular early drafts of the acceptability 
research had a number of issues which were 
successfully addressed, but which would not 
have occurred had lessons from earlier work 
been properly applied. The same is true of 
the early design of work for establishing what 
customers thought about trust and confidence. 
Finally the work on PCs and ODIs suffered 
from a number of difficulties relating to the 
use of overly detailed and technical language, 
which the CCG became aware of only when 
the results were shared with us. These lapses 
in quality might be attributed to the pace of 
the process, but it is clear to us that the work 
of the new insight team needs to include 
processes which ensure that lessons learned 
are embedded so that the same mistakes are 
not made and made again.
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Page 13

Figure 1: SWS Customer and Stakeholder Engagement Framework

3.   Different types of  
customers and stakeholders 

Vulnerable customers and those  
who are ‘hard to reach’

SWS first discussed its plans for engagement 
with customers and stakeholders about 
affordability and vulnerability issues in late 
2017. Through daily contacts and business-as-
usual activities, it already had a substantive 
understanding of its customers and those who 
were struggling to pay or were in situations that 
made them vulnerable. However, it was in the 
process of developing a strategic ‘Reach and 
Support’ framework to address vulnerability 
and asked for our advice on whether their 
approach captured the key areas and aligned 
with our experience from other sectors.   

We welcomed the approach to ‘Reach and 
Support’ but advised this had to be part of a 
long-term, sustainable strategy on affordability 
and vulnerability. We were particularly 
concerned that the strategy should include 
more transient vulnerabilities as well as on-
going issues. Our primary concern was that 
the Company was not an expert in health 
or financial vulnerabilities and needed to 
work with those that were, in order to better 
understand the issues. We advised that 

vulnerability is not just about the consumer; it 
can be caused or exacerbated by the actions  
or processes of the Company, such as call 
waiting systems. 

CCG members with expertise in affordability 
and vulnerability offered to put SWS in touch 
with a range of expert voluntary sector 
agencies. The Company took up this offer and 
conducted in depth research involving six 
expert interviews plus seven with financially 
vulnerable customers and another six with live-
in carers. It also held a challenger workshop 
with the Vulnerability & Affordability Forum, an 
external group of expert organisations. This 
work delivered a number of insights including 
identifying some of the different needs of 
those who are financially vulnerable and those 
who have age-related vulnerabilities. It also 
established the importance of developing 
a plan to expand the research to learn more 
about the needs of those who are hard to reach. 

We advised that the way initiatives were 
implemented was just as important as the 
initiatives themselves and that parts of the 
workforce would need specialist training. 
Making best use of skilled staff would mean 
streamlining internal processes and enhancing 
systems through better use of data, and greater 
data capture. 
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The research is continuing and by the 
beginning of PR19 we are hopeful that 
all the building blocks will be laid for the 
comprehensive programme of work envisaged 
in the Business Plan. 

Customers of the future

SWS has undertaken some specific work to 
engage young people aged 18 or under. It 
focused on this group because they were 
least likely to be responsible for paying 
water or sewerage charges and would have 
been excluded from other forms of customer 
engagement because they are below the age 
of consent for research. The CCG thought that 
this work was interesting, because it brought 
another group of consumers (if not yet ‘paying 
customers’), into scope. 

However, we were disappointed that the report 
SWS gave us of the way it had engaged with 
customers of the future depended exclusively 
on this work. We found this definition of future 
customers too limiting and asked that the 
Company develop a richer picture by taking a 
slice of the research and engagement already 
completed with the under 25s and bring this 
together with the under 18s work it had done.

It is clear from the work that was undertaken 
with the under 18s, that they do have a different 
take on the issues. Currently, they tend to be 
more environmentally aware and concerned 
and, perhaps, more globally conscious. But 
their attitudes could change, as they grow 
older, so it will be important to keep in touch 
with the emerging thinking of this changing 
demographic. The CCG therefore suggested 
that SWS could implement a Young Advisers 
Programme or Panel, perhaps with a presence 
in each county to allow for the potential 
variation in view depending on geography and 
community. We also advised SWS to adopt 
new and more interactive ways to engage with 
young people.

The new Customer and Stakeholder 
Engagement Strategy has a clear plan for on-
going engagement with customers of the future 
and is an area that needs development in the 
remainder of the 2015 - 19 period. We think this 
development work is particularly important 
because young people seem to take a different 
view of the balance between basic services and 

the future of the environment.  Keeping in touch 
with these generational differences and taking 
proper account of them is a very important 
part of the everyday engagement SWS must 
develop. We will continue to challenge and 
advise to ensure this is pursued. 

Business and non-household  
customer engagement 

At an aggregate level, SWS has developed a 
good understanding of the issues for business 
customers and the ways their priorities differ 
from those of household customers and other 
stakeholders. In particular, business customers 
tend to put more emphasis on flooding, 
both internal and external, use of renewable 
energies, minimising disruptions to their daily 
and working lives through roadworks and burst 
mains. They have less focus on the environment 
and drinking water quality. 

However, SWS has a limited appreciation of the 
needs and expectations of different segments 
of the business population and this is a 
significant shortfall since a) different businesses 
have very different needs and levels of reliance 
on water and b) SWS will need to work in 
partnership with some business sectors, such 
as construction, education and hospitality, to 
deliver parts of its Business Plan. Engagement 
with businesses has become more complex 
since the opening of the non-household retail 
market in April 2017 when SWS sold its non-
household customer book to a retailer called 
Business Stream. As a result, SWS lost its direct 
relationship with business customers. Since 
then, other retailers have also competed for, 
and won, the custom of businesses and non-
household in the region.  

The need for a close relationship with 
businesses was highlighted when the demand 
reduction work that SWS was pursuing showed 
that there had been an unexpected increase in 
water consumption the majority of which could 
be attributed to the business community. 

We have advised SWS that it needs to focus on 
the following:

•   Better collaboration with retailers to identify, 
target and better understand the full range 
of non-household consumers and the key 
differences in their requirements. 
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•   Greater emphasis on the major users 
including the agricultural, education, industry, 
hospitality and health sectors. 

•   Two-way information for businesses; SWS’s 
website content for business and non-
household is all ‘push’, and we suggested it 
would be helpful to actively solicit feedback, 
as well as making better use of the SWS 
website business link.

•   Build on pockets of good work with some 
business sectors. For example, work that 
has been done with the food and restaurant 
sector on changing business behaviour in 
relation to FOG (Fat, Oil and Grease). 

•   Extend recent work on water efficiency and 
drought to include severe weather such 
as storms and freezing conditions: SWS 
has held collaborative workshops, offered 
partnerships for water efficiency products 
and services, and shared information to help 
with targeted water efficiency campaigns. 

SWS has responded with a clear plan for 
expanding and developing its understanding 
of different business segments in its Future 
Engagement Strategy. Some of this will happen 
in the build up to 2020 and some will be 
delivered through the Business Plan itself. 

Examples of future plans include: creating a 
local sub-group of plumbers and builders to 
help the Company reach businesses, such 
as care homes, for its lead pipe replacement 
programme; driving awareness of the business 
benefits of the bathing waters improvement 
programme through retailer workshops; 
and providing smarter tools to measure 
consumption and incentives to encourage 
lower industrial use. 

Overall, we are content that SWS has 
responded to our challenge of engaging the 
business and non-household sectors better. 
We think the work it plans for the next eighteen 
months will put it in a good position to work with 
businesses as it implements the new Business 
Plan. We will continue to monitor, challenge and 
advise the engagement as it progresses.

The quality of engagement with stakeholders

The quality of stakeholder engagement for this 
Price Review represents a step change from 

the approach adopted during the development 
of the last Business Plan and the concerns we 
then raised in our final report to Ofwat. 

This time there has been an integrated 
programme of engagement with a wide range 
of organisations, from environmental groups 
and those representing particular groups of 
consumers, to local authorities and business 
representatives. We have received regular 
reports of both planned and completed 
engagement, which we have been able to 
consider alongside the views of customers. 

Early on in the process, during 2016, SWS 
conducted a benchmarking exercise of its 
stakeholder engagement. This exercise led it 
to further develop the approach to partnership 
working, and introduce annual stakeholder 
audits to monitor views and perceptions. 

Many CCG members have had the opportunity 
to attend stakeholder meetings as observers, 
allowing us to experience first-hand 
how valuable these sessions are and to 
provide constructive feedback to SWS for 
improvements for the subsequent round  
of engagement. 

As a result of this direct involvement in 
stakeholder workshops, we advised SWS to 
ensure more time was given for stakeholder 
discussion within the workshops. We also 
suggested that SWS should give participants 
feedback on how stakeholder views had 
influenced the Business Plan’s development. 

We have also had the opportunity to discuss 
the way SWS has been working as partners with 
a variety of stakeholders. Partnership-working 
has been especially central to building the 
Reach and Support programme for customers 
in vulnerable circumstances, in supporting 
customers in changing their water use, and 
in improving the quality of catchments and 
bathing waters. This type of working will be 
central to delivering the Business Plan and we 
have advised on steps that we think can help 
this to happen.

We have had independent and positive 
feedback from organisations such as the World 
Wildlife Fund UK and Natural England about the 
way they have been engaged as stakeholders. 
The CCG is very positive about the direction 
this work has taken. 
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Working with communities

The first discussion we had with SWS about 
the community pillar of its Customer and 
Stakeholder Engagement Framework was 
disappointing. The material that was shared 
with us represented one-way provision of 
information at community events, such as 
county or science fairs. There had been no 
real opportunity for dialogue and certainly no 
‘active’ engagement. There was a very limited 
focus on existing communities of interest  
or geography.

We challenged SWS on its approach, 
emphasising the importance of communities 
in the work they were planning for PR19 and 
the need to develop new approaches to 
engagement to support this. We suggested 
a workshop discussion to help work out 
what ‘good’ might look like in the community 
engagement space in the context of three 
different schemes that will be implemented in 
the Business Plan. Minutes of this meeting are 
available on the CCG pages of the  
SWS website.  

We used the discussion about exemplar 
schemes to draw together some generic advice 
on engaging with communities. This highlighted 
the need to:

•   focus on helping customers understand the 
wider benefits that could be achieved from 
a programme of work, alongside articulating 
the narrower individual interest; 

•   have customer and/or citizen representation 
at the planning table at the outset to achieve 
buy-in prior to implementation; and

•   recognise that customers are not all the same 
and do not all hold the same views, so a 
range of softer, non-technical approaches  
are needed to reach out to communities  
as delivery partners. 

SWS confirmed it would use this advice 
as it plans and develops its future work 
programmes. We have since seen evidence of 
the intent to do this in the programmes for PR19. 

4.   Issues concerning the robust-
ness of customer and stakeholder 
insight and research on some key 
aspects of the Business Plans 

Long-term resilience, appetite for risk and 
options for delivery

Much of SWS’s customer and stakeholder 
engagement on resilience, appetite for risk 
and preferences for delivery was carried out 
in the context of the WRMP (Water Resource 
Management Plan) and DP (Drought Plan). 
This work started in advance of the business 
planning process, but the CCG were closely 
involved because the WRMP makes such a 
significant contribution to the Business  
Plan content.  

There has been an extensive programme of 
workshops, focus groups and consultations to 
understand customer and stakeholder views 
and priorities. But as the work progressed and 
the issues became more complex, the CCG 
became concerned that the overly technical 
nature of the material that was being presented 
was damaging the quality of the outputs. In 
particular, benchmarking data had clearly 
confused participants and our own observation 
of some workshops left us with the strong 
sense that emerging findings were not robust 
and reliable. This concern was raised in the 
context of Advice Note 1, see page 11.  

In response to this strong challenge, the 
Company commissioned new pilot work and 
then carried out further engagement with 
customers. The CCG took a strong interest in 
the design of this work and again observed 
some of the research sessions. We were 
satisfied this time that there had been a high 
quality discussion about longer-term issues, 
resilience and delivery options. 

The main findings were that customers and 
stakeholders prioritised mitigation of the risks 
to future water supplies and wanted SWS to 
make sure that the current level of wastewater 
services is maintained in the future ‘no matter 
what the future holds’. They also attached 
high priority to managing the risks of pollution 
incidents that were environmentally damaging. 
These priorities were driven in part by concern 
about risks related to the predicted population 
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growth in the region and climate impacts, 
as well as potential cyber-attacks affecting 
systems and services.

We advised SWS that its risk management plans 
needed to be discussed with customers and 
stakeholders, and that both groups needed to 
be given an opportunity to express their own 
risk appetite, particularly for environmental 
damage. These issues were highlighted by the 
severe weather conditions of the freeze-thaw 
early in 2018, which affected customers and 
businesses in the region badly, and the heat 
wave of July, which could have done. 

A key finding from the work around resilience 
was that as customers and stakeholders 
became more informed, they attached 
more significance to resilience in general. 
In particular, customers started by thinking 
droughts were not a big issue, but became 
much more engaged in discussion about 
avoiding drought as they understood the risks 
and engaged with the cost implications of some 
of the potentially major infrastructure solutions. 
Customers and stakeholders also clearly 
preferred some solutions to others, for example 
de-salination plants had lower levels of support 
than other major water resource infrastructure 
schemes, such as reservoirs, which also 
provide major wildlife and public amenity value. 
As a result, while de-salination plants have 
appeared in the Business Plan, this is only after 
other options have been exhausted. 

Another aspect of resilience is the ability to 
re-establish services in the event of service 
breakdown. Clearly this capability was 
challenged at SWS when the ‘Beast from the 
East’ hit the region. We have taken a keen 
interest in the way the Company is planning 
to respond to the resulting freeze-thaw event 
and expect to see better resilience planning for 
such events implemented before the beginning 
of PR19.

The environment

Research undertaken as far back as April 
2016 showed that customers expected SWS 
to cause no environmental harm, but this 
same research was ambiguous about whether 
customers wanted the Company to act as a 
‘guardian’ of the environment. Rather than 
accept this ambiguity, the CCG challenged SWS 

to engage further, specifically on this issue and 
seek a clearer view of customer expectations. 
The Company had further discussions with 
both customers and stakeholders and this 
additional work made it clear that both groups 
wanted more than maintenance; talking about 
enhancement and ‘leaving the environment in a 
better state than the Company had found it’.

This view has been reinforced by the 
customer consultations on the WRMP and DP. 
Stakeholders taking part in SWS county and 
regional workshops and panels have an even 
stronger view of the guardianship role it should 
take, and the Blueprint for Water coalition of 
environmental stakeholders calls for all water 
companies to enhance the environment rather 
than simply meet statutory obligations. The 
strength of customer and stakeholder views on 
the environment is very clear. 

PCs and ODIs 

The CCG did not have an opportunity to see 
and comment on the research approach for 
PCs and ODIs because of the fast pace of work 
at the close of the process. When we were 
presented with the results we had concerns 
both about the findings and the methodology. 
We think there is much for SWS to learn about 
how to do this type of work for future occasions.

 The initial presentation of the customised 
research undertaken on PCs troubled the 
CCG because the findings did not align with 
the previously reported views of customer 
and stakeholder priorities. In particular, short-
term actions were prioritised over longer-
term issues, which was not consistent with 
our previous understanding of priorities. In 
addition, customer views, on these short-term 
actions, seemed to have been given a greater 
weighting than the longer-term priorities 
of resilience and environment, despite the 
importance attached by customers in earlier 
rounds of engagement and the importance 
stakeholders attached to these issues. We 
were very concerned that this was likely to tilt 
the balance of Business Plan decision-making 
towards the short-term. 

Methodologically, we were concerned that this 
new research asked a number of very specific 
questions, at a level of technical detail, using 
language that would make it very hard for 
people to answer. For example, the research 
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used words such as “resilience”, which does not 
resonate with customers, as earlier research 
had shown. In the view of the CCG, this made 
the efficacy of the research questionable. 

We raised a great many questions about the 
way the results should be used and interpreted, 
including about the weighting of different 
views, how conflicts and trade-offs would 
be handled, and how these results would be 
triangulated with other earlier results in the 
PR19 process. 

We were also taken aback that some proposed 
PCs, such as replacing lead pipes in Deal, Kent, 
had not cropped up in prior engagement and 
appeared to have come from nowhere. After 
investigation, it became clear that some of 
these PCs were necessary to meet statutory 
requirements from the quality regulators. We 
advised that these should have been included 
from the outset of research.  

Overall it seemed to us that the research 
dedicated to PCs did not seem well connected 
with the earlier phases of research. The 
RAND assurance of the work around PCs and 
ODIs also raised this issue. There is clearly 
some learning for future Price Reviews about 
establishing much stronger connections  
from end to end of the research and 
engagement programme. 

All of these issues made it much more difficult 
to make sense of the findings and it took 
several meetings to get to the point that we 
accepted the proposed approach to PCs and 
ODIs, see Part 3, page 30.

5.  Methodologies 

Day to day contact

Over the last three years, considerable effort 
has gone into fundamentally changing the 
way customer services are developed and 
delivered as SWS has taken the opportunity 
to learn from everyday contacts and events 
to try to improve its performance. Among 
other things they have introduced Rant and 
Rave, established on-going focus groups and 
panels and other forms of engagement to take 
continuous feedback and iterate customer-led 
improvements. 

Some of the key findings have been that 
customers wanted personalised billing 
and payment plans, discounts and tariffs to 
encourage positive payment behaviour, more 
data online so that customers have greater 
control of their water use and accounts, and a 
streamlining of services, simplified bills and a 
simpler home move service. All of these have 
been or are being introduced. 

The CCG asked SWS to tell us what had been 
learnt through this work that could be applied 
across the Business Plan. The key general 
lesson is that routine engagement on day-to-
day activities has resulted in major changes 
to the quality of delivery, in many incremental 
steps. This on-going engagement is being 
built into the work of the organisation as part 
of the new Engagement Strategy. A key part 
of this will be a culture change programme 
that reaches beyond customer services and 
recognises customers’ experience is impacted 
by everything it does, from the signage 
customers see, to the conversations they have 
with SWS advisors. 

Other evidence of everyday learning can 
be found in the various behavioral change 
programmes which have so far been run on a 
relatively small scale but which will be scaled 
up as part of PR19. Again, we have asked the 
Company to be explicit about what they have 
learnt and how this will influence the Business 
Plan. This is particularly germane to the Target 
100 programme and our second Advice Note, 
see page 29 and Annex 2. 

Mix of methods and innovation 
We have been impressed by the way SWS 
has risen to the challenge of using different 
methodologies and mixes of techniques to test 
findings. In particular, the following are good 
examples: 

•   Instead of depending on traditional 
Willingness to Pay (WtP)methods, the WRMP 
work has incorporated a new technique, 
which provides a different method for 
establishing what value customers put on the 
things that the WRMP might deliver. This new 
multi-criteria approach (MCA) has been used 
to incorporate customer preferences into the 
WRMP. The MCA also has the advantage of 
allowing local needs and sensitivities from 
across the SWS region to be included in the 
Business Plan. 
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•   To gain a deep understanding of customers’ 
relationship with water, in-home research 
with 252 household customers was carried 
out using an app-led diary tool capturing their 
views about water as they led their daily lives. 

•   Alongside traditional WtP)research, new 
techniques were adopted with 3,900 
household and business customers. A 
three-staged, discreet choice exercise, with 
a shopping basket approach and sliders that 
showed the cost and environmental impacts 
of the options they selected.

•   New local and regional stakeholder panels 
were established to capture key differences 
across the SWS region. 

•   New qualitative approaches were developed 
to find ways of reaching young people under 
18 and find out about the needs of people 
who find themselves in circumstances that 
might make them vulnerable.

•   Public consultation at events used a new tool 
called “talkeoke” – facilitated conversations 
with members of the pubic on whatever they 
bring to the table relating to water  
and wastewater.

 Use of current, past and comparative data 
SWS has been using comparative information 
from the beginning of the business planning 
process from as early as 2016, when it was 
researching long term priorities, through to the 
most recent on PCs and ODIs. SWS also used 
comparative information during its stakeholder 
workshops. Notwithstanding, the CCG has 
asked for better comparative information 
for both our own deliberations and for some 
customer and stakeholder engagement. 

We challenged particularly strongly in 
relation to some deliberative workshops on 
environment and flooding. We advised that 
the information SWS had used was so highly 
technical and confusing that participants and 
facilitators had lost sight of what was trying to 
be achieved and the quality of the output was 
compromised. In response, SWS evolved its 
approach, conducting cognitive interviews 
and group discussions to find out how best 
to deliver truly meaningful comparative 
information. The CCG particularly welcomed  
the cognitive testing approach and it has 
become a standing part of the SWS toolkit.

Proof of the value of the new benchmarking 
presentation came when the Company 
re-tested responses to leakage. The new 
benchmarking protocols, developed under 
Water UK auspices, had resulted in SWS falling 
in the league table for leakage. We asked the 
Company to re-test the appetite for work on 
leakage given this new comparative position. 
The research showed that the difference in 
benchmark position resulted in a difference in 
customer appetite for this work; proving the 
value of good quality benchmark data. 

The CCG has frequently observed that SWS 
fails to inform its customers about how it 
compares with other water companies or how 
its performance has improved over time, so we 
advised it to make better use of benchmarking 
data in its everyday communications. In 
particular we have suggested that they 
routinely report benchmarking and comparative 
data in places that customers are likely to see it, 
including its bills, website and social media.

 

6.  Triangulation  

When the CCG was presented with the 
proposed ten outcomes that appeared in 
Let’s talk water, we were concerned to have 
a clear audit trail from the results of research 
and engagement to date. This resulted in 
a paper that became known as the Ten 
Outcomes Authentication. This triangulated a 
variety of pieces of research and engagement 
and gave the CCG confidence that the ten 
outcomes were well supported, even if they 
were not being played back to customers 
and stakeholders in quite the way they had 
emerged from engagement. 

The Willingness to Pay (WtP) research used 
a bespoke triangulation approach which 
incorporated a range of research techniques, 
daily contact data, PR14 findings, external 
results and case studies from other water 
companies derived for both PR14 and PR19 
to provide consolidated WtP values. We 
welcomed this thoughtful approach which drew 
on a variety of techniques, instead of relying on 
the more standard approach to WtP that had 
been adopted for PR14 and which the CCG had 
been somewhat critical of in our report to Ofwat 
for PR14. 
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By contrast, when we were discussing 
PCs and ODIs, a new, more elaborate and 
mathematical version of triangulation was 
presented to support the development of 
targets for PCs and stretch for ODIs. The CCG 
was unhappy with this version, as it appeared 
to over-emphasise the most recent work on 
PCs with all the limitations described above, 
see page 17. We asked to see the third party 
assurance report on this detailed triangulation 
to give us confidence. The RAND assurance 
report made recommendations on a number 
of developments for the next time SWS ran a 
triangulation process. The most notable was 
how the PCs could be tested earlier on in 
the PR19 process, rather than depending on 
triangulation itself. 

Overall, it is clear that as water companies 
engage in a wider variety of ways on a 
deeper set of issues with a broader and 
more segmented range of customers and 
stakeholders, triangulation is going to be a 
key facet of the work. We have advised SWS 
that this means that triangulation should be 
a continuous process, conducted with each 
new wave of research undertaken. There is 
much to be learnt from this Price Review and 
for the new Insight team to build on as it takes 
the programme of work forward. This work 
has been built into the Business Plan chapter 
on Customer Engagement and the Future 
Customer Engagement Strategy. 

7.  Corporate and financial structures  

During the course of working on this Business 
Plan, Ofwat added an additional area for CCGs 
to provide assurance on - the quality and 
transparency of engagement with customers 
on corporate and financial structures.

 Trust and confidence are key issues for 
customers and stakeholders, nationally as 
well as in SWS’s region, and in many markets 
including other utility services such as energy. 
We have consistently brought this topic to 
the attention of the Southern Water Board, 
raising it formally in our annual report for 
2016 – 2017 and again in our report for 2017 
– 2018. We specifically challenged SWS on 
the transparency and comprehensibility of 
its annual report and accounts, particularly 
in relation to Company structures, tax and 

shareholder dividends. We suggested 
SWS needed to develop an approach to 
reporting corporate information that can be 
easily understood by customers, perhaps 
by developing the format with customers 
themselves.

 We advised that the first step on this journey 
would be to gain a realistic understanding of 
what gives customers trust and confidence 
in a Company and what leads to it being lost. 
Having discussed SWS’s initial thoughts on 
how it would engage customers on this, and 
seen the type of complex, corporate materials it 
was intending to use, we offered our expertise 
to help the Company design an approach to 
insight gathering on these key topics. This 
included deliberative customer focus groups to 
help shape the type of open-ended questions 
that could be asked in a series of workshops, 1-1 
interviews and an online survey. 

The research found that the key elements of 
trust were ‘being honest’– both to customers 
and employees - consistently delivering a 
good service, and providing effective customer 
care. Being honest was defined as: doing 
what SWS has said it will do when it said it 
will do it, explanation of why it is doing it, and 
‘being fair’.  Customers said that independent 
verification of information supplied on all of 
these things would help to promote trust. The 
research also found that trust and confidence 
could be severely damaged as a result of 
consistently poor service, poor customer care, 
and profiteering and unfairly high levels of 
corporate pay. While customers are not overly 
interested in information about corporate 
and financial structures, high profile negative 
coverage of these issues will have a significant 
impact on trust and confidence. 

Good service, customer care and honest 
reporting about performance are all dealt 
with in the Business Plan, so here we focus 
on corporate behaviour and reporting. SWS 
announced in April 2018 that it would be taking 
a number of steps in relation to corporate 
and financial structures, including plans to 
restructure and reduce the level of its debt and 
close its subsidiary finance Company in the 
Cayman Islands. Going forward SWS will focus 
on greater transparency about these matters 
on its website, in social media and on bills and 
email communications. It will also improve how 
it describes and communicates its corporate 
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and financial structures in its annual report, so 
this information is more accessible. SWS plans 
to bring this work to the CCG in due course as 
well as having it independently assessed.

 At our final meeting in August 2018, we 
suggested that SWS should include a 
Performance Commitment to measure trust and 
confidence. It has accepted this proposal and 
is starting work to design such a measure for 
implementation from 2020. We welcome this 
and hope that Ofwat will allow this PC to be 
added at a later stage in the process. 
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Part 3 
The extent to which customer and 
stakeholder engagement has driven 
decision-making and are reflected in the 
Southern Water Services Business Plan for 
2020 - 2025

 

Report to Ofwat on Southern Water Services’ Business Plan  2020 - 2025



Summary 

We are confident that the research carried 
out established a shared view of customer 
and stakeholder priorities. SWS presented 
its response by setting out five “basic” and 
five “transformational” outcomes which it 
plans to deliver through five transformational 
programmes. We very much welcomed the 
level of the Company’s ambition and the fact 
that it was taking a long-term, holistic view of 
the evolution of its services. This accorded 
with what customers and stakeholders wanted. 
However, we had some difficulty matching 
the customer and stakeholder priorities with 
the high level outcomes in the Business Plan 
and we were concerned that customers and 
stakeholders would not understand how 
the Business Plan matched their needs and 
expectations.

We asked for the key deliverables to be 
presented in a simpler framework, focused on 
what customers and stakeholders had said. This 
allowed us to map the connections more easily 
and gave us confidence that the golden thread 
between the insight and the Business Plan was 
strong. We are pleased that SWS embraced our 
suggestion and that this version of the Business 
Plan will clearly illustrate the way it is grounded 
in what customers and stakeholders have said 
they want. We also asked for the independent 
assurance reports on this same question. 
These, taken together with the findings from  
the acceptability testing, also show the  
linkages are there.

We concluded that the Business Plan includes 
substantial programmes of work which 
address customer and stakeholder priorities. 
In particular these include: the ambitious and 
industry-leading Target 100 programme to 
reduce consumption to 100 litres of water per 
person per day by 2040; the comprehensive 
geographic coverage of the Catchment First 
environment programme; work to bring new 
automated technologies on-line to monitor the 
condition of its assets and pre-empt issues 
such as blocked and/or burst mains; and 
the ‘Reach and Support’ programme that is 
designed to give customers the help they need, 
when they need it. 

We have identified some areas which would 
benefit from further attention to ensure the 
link between engagement and activity is both 

strong and easily recognised, now and in the 
future:

•   Be clear about which work will run across 
more than one Business Plan period and 
where this is the case, give interim dates 
for completion of preparatory work, as well 
as final dates for achievement of the full 
benefits. 

•   Development of detailed delivery 
programmes in some key areas between now 
and 2020 to establish the building blocks for 
the new Business Plan; this is particularly true 
of work on demand reduction

•   Establishing and embedding new ways of 
working with more emphasis on partnerships 
and co-production. This has implications 
for the capability, capacity and culture 
of the SWS team, which should not be 
underestimated

•   Strengthening the monitoring framework 
(PCs and ODIs). The framework for this 
Business Plan is not as strong as we would 
like, partly because so many of the initiatives 
are new and there are few tried and tested 
measures and benchmarks. Developing more 
robust and comprehensive measures during 
the course of the 2020-25 is a priority. 

•   Developing PCs and ODIs that assess the 
overall environmental impact of SWS, rather 
than of individual schemes, to help customers 
and stakeholders see the scale of impact that 
SWS is having on the environment. 

•   For the next Business Plan, find a way to 
present a single version of the Business Plan 
so that it is easily recognised and understood 
by customers and stakeholders, but also 
meets the need of regulators and policy 
makers.

We will continue in our work to monitor how 
SWS delivers the Business Plan during the 
period 2020 – 2025.  

This Part of our Report section is split into ten 
sections:

1.  The overall extent of connection between 
engagement outcomes and Business Plan 
contents

2. Vulnerability and the social tariff

3.  Enhancing the environment and making 
better use of water
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4. Technology and innovation 

5. PCs and ODIs, also see page 17

6. Affordable bills

7. Acceptability

8.  Compliance with statutory environmental 
and drinking water quality obligations 

9. Third party assurance 

10. PR14 closing position

1.   The overall extent of connection 
between engagement outcomes 
and Business Plan contents

Key to our assessment in this area is the ‘golden 
thread’ that needs to connect insight, research 
and evidence to the SWS strategy and Business 
Plan proposals. We can confirm that we can 
trace a golden thread from the very significant 
body of engagement that has taken place to 
the Business Plan outcomes and more detailed 
proposals for programmes and activities, 
including Performance Commitments (PCs) and 
Operational Delivery Incentive (ODIs). 

However, during PR19, we have had several 
moments when we became concerned that this 
golden thread was either broken or opaque. 
In particular the following caused us to stop 
and ask for a better line to be drawn from 
engagement findings to proposals: 

a.   The articulation of customer and stakeholder 
priorities in Let’s talk water

b.   The transition from Let’s talk water to Let’s 
talk water 2; 

c.   The results of the Business Plan consultation 
on the ten outcomes 

d.  The development of the PCs and ODIs. 

Each of these is discussed in more detail below:

a.  The articulation of customer and 
stakeholder priorities in Let’s talk water

Let’s talk water was a public consultation 
document which laid the foundations for the 
SWS strategic statement and the emerging 
themes that became part of the Business Plan, 
so we took a strong interest in the approach to 
consultation. We were pleased the publication 

of the strategic statement was paused in early 
2017 to allow time to reflect on our thoughts and 
those of the new senior team at SWS. 

We were comfortable that the results of the 
early engagement for PR14 were well reflected 
in the seven outcomes listed in Let’s talk water.  
However, we were concerned about the extent 
to which customers and stakeholders had been 
given the opportunity to move beyond the 
immediate to the future challenges relating to 
water. This was particularly the case because 
of the concerns we had about the engagement 
on resilience that had been done for the Water 
Resource Management Plan (WRMP), see page 
17, and which ultimately was re-done.  
As a result we were concerned that the 
proposals in Let’s talk water were simply not 
ambitious enough.

By the time Let’s talk water went out for 
consultation it had been agreed that the more 
ambitious elements of the Business Plan would 
be provided as a result of both the Water 
Futures work that SWS was then initiating, and 
the engagement and involvement of customers 
and stakeholders around a more challenging 
agenda for the future of water which would be 
included in “Let’s talk water 2”.  We also knew 
that the resilience issues would be revisited in 
new research.

b.  The transition from Let’s talk water to Let’s 
talk water 2

When we saw the proposed draft of Let’s 
talk water 2, another public consultation, we 
were concerned that some of the proposed 
outcomes had little grounding in customer and 
stakeholder engagement and that were there 
was a clear link, it was not being described in 
ways that customers and stakeholders would 
recognise. In particular: the outcomes relating 
to a resilient southeast economy, creating 
sustainable communities and the value of water 
in people’s daily lives. 

We asked for the original set of seven outcomes 
in Lets talk water to be matched to the new set 
of 10. We also asked that the evidence from 
customer and stakeholder engagement be 
matched against the proposed 10 outcomes. 
This resulted in a document called the Outcome 
Authentication Framework, the first draft of 
which was produced in October 2017. This 
showed how customer insight and research, 
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including feedback from stakeholders and the 
online consultation Let’s talk water, had been 
used to underpin the priorities for the 2020 – 
2025 Business Plan, even if they were not being 
played back to customers and stakeholders in 
the ways that they had described them. 

We agreed the Outcome Authentication 
Framework provided a strong validation for 
most of the priorities, but we thought that 
only eight were truly derived from customer 
and stakeholder views and the additional two 
outcomes had been included for other strategic 
purposes. We wanted to ensure these  
additions were rigorously tested in the next 
round of consultation. 

We proposed changes to the consultation 
documents to try to support a more open 
conversation with customers and stakeholders 
about some of the new proposals, which 
stemmed from the Water Futures work SWS 
had initiated. And we took a strong interest 
in the way the consultation was carried out, 
making a variety of suggestions about how 
to get a high degree of engagement using a 
variety of methods including online and social 
media, focus groups and workshops. One of the 
innovations the Company adopted in response 
was ‘talkeoke’ style interactive sessions which 
incite much more open discussion and go far 
beyond a paper consultation approach. 

c.  The results of the consultation on the 10 
outcomes 

Our caution about the presentation of 
the Business Plan was borne out by the 
engagement results. These showed that while 
the detail that sits beneath the10 outcomes 
was generally consistent with customer and 
stakeholders priorities, it was difficult to prove 
because the connections between what 
people said and the way it was expressed 
and presented in the draft Business Plan was 
difficult to see. In particular, the findings of 
the quantitative research associated with this 
stage of the consultation, showed customers 
did not relate to some of the ‘transformational’ 
outcomes. In the view of the CCG, the Business 
Plan presentation under the outcomes made 
the whole look like less than the sum of the 
parts, despite the fact that most of the specifics 
were closely aligned with what customer and 
stakeholders had said. 

One of the issues seemed to be that customers 
had expressed a concern to see all available 
water being used before other sources were 
explored. As a result, their priorities brought 
together everything SWS could do to make the 
most of the available water with what customers 
themselves could do, seeing it as a sort of 
contract, covering leakage, recycling water 
and demand reduction. The ten outcomes 
presentation spreads these elements across 
the Business Plan in a way that results in 
the integrity and substance of the complete 
package being lost.  In isolation from the 
package and because of the way the ‘value of 
water’ is described, customers experienced it 
as ‘being told what to do’, rather than what they 
themselves had said they wanted to do as part 
of the mutual contract. 

In addition, a number of outcomes seemed thin 
or poorly expressed. In particular: the meaning 
of ‘Sustainable communities’ and a ‘Resilient 
South East economy’ was not well understood 
by customers. Whereas, in the more informed 
discussions with customers, concern about 
the impact of population growth and climate 
change had been high, and delivering water 
and wastewater services to their grandchildren 
was also a high priority.

These engagement outcomes confirmed the 
CCG view that presenting SWS’s proposed 
deliverables under the 10 outcomes was not a 
good way to communicate the Business Plan  
to customers. Notwithstanding, the detail which 
sat underneath the 10 outcomes, did make 
sense to customers and stakeholders who 
welcomed many of the specific proposals  
and initiatives. 

d.  The development of PCs and ODIs

Our concerns about the 10 outcomes came 
to a head during our discussions about PCs 
and ODIs. This part of the process was very 
compressed. At the outset of the PR19 process 
there had been time to review proposals 
for research, and then the results and their 
interpretation, before moving on. The pressure 
was now on to reach the end of the process and 
several pieces of engagement were happening 
simultaneously with little time to reflect on 
either process or outcome. 

Perhaps partly as a result of this pressure, the 
work on PCs did not seem to be connected to 
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the golden thread of customer and stakeholder 
research. Instead a large number of PCs were 
proposed to customers and to us, some of 
which were required by Ofwat, and only a few 
of which obviously connected with the top level 
priorities of customers and stakeholders. 

It took three discussions to get to a point at 
which we could see clearly how the PCs, the 
targets associated with them, and the scale of 
ODIs were connected with the customer and 
stakeholder engagement findings, in other 
words to establish a golden thread. 

At this point in the process we took the view 
that if it was difficult for the CCG to make 
sense of SWS’s intentions, it would be almost 
impossible for customers and stakeholders. 
We advised Board that using the 10 outcomes 
was making the Business Plan inaccessible 
to customers and stakeholders, and that this 
would affect both the acceptability of the 
Business Plan and the ability of staff to embed 
the outcomes in everything that they did. 

We challenged SWS to find a better, more 
customer-friendly way to present its Business 
Plan in public-facing materials, even if it 
continued to use the 10 outcomes for regulatory 
and other purposes. 

In August 2018, SWS accepted our advice and 
the result is a presentation of the Business Plan 
built around the following headings: ‘Delivering 
the basics’; ‘Ready for the future’; ‘Looking after 
the environment’ and ‘Taking care of water’. 
The Company has nested its Business Plan 
proposals, ten outcomes and PCs and ODIs 
beneath these umbrella headings for public 
communication. It is our view that as a result, 
the entire Business Plan can now clearly be 
seen to be grounded in what SWS’s  
customers and stakeholders have said they 
want it to deliver.

2.  Vulnerability and the social tariff

In addition to working with SWS on the 
overall shape of the Business Plan, we have 
taken a particular interest in certain aspects 
of the Business Plan, either because it was 
of particular importance to customers and 
stakeholders or because we thought the 
proposals we had seen were weaker than they 
should be.  

Vulnerability 

SWS has carried out extensive research 
and engagement to develop an impressive 
programme of support for people who find 
themselves in financial difficulty. This will be 
rolled out during 2020 - 2025.  When this work 
was presented to the CCG, we welcomed it 
warmly but encouraged them to move on to 
find out more about the needs of those who 
were in circumstances that might make them 
vulnerable. Further work on this is on-going.

Research had shown that there was low general 
awareness of the help, advice and assistance 
SWS offers to customers in circumstances 
that might make them vulnerable, whether 
this is permanent or transient in nature. Only 
around 50% of those surveyed indicated they 
knew about the help available. Customers 
who have short-term problems rarely seek 
help, but are often badly in need of support, 
whereas customers with longer-term issues of 
vulnerability have usually had time to adapt and 
identify sources of support. This means that 
more general awareness of the support that is 
available is important to ensure people know 
what they can access should they need it in  
the future.

We advised SWS to establish partnerships 
with third sector and support agencies and to 
develop a multi-agency plan for sharing data 
about customers in vulnerable circumstances 
with other utilities and public and third sector 
agencies. In preparation for the new Business 
Plan implementation in 2020 SWS has already 
begun to put the pieces in place to implement 
a Reach and Support programme to identify 
and target those in need and ensure its help 
and assistance schemes are known about and 
accessible to them. It has also established data 
sharing schemes with the neighbouring water 
companies to streamline contacts. 

We strongly advised SWS to develop and 
share a priority services register with other 
water companies and utilities to help to reduce 
duplication and increase coverage so that 
people in vulnerable circumstances receive 
the water services they need in the event of 
operational or weather-related incidents. The 
severe freeze thaw of March 2018 highlighted 
how important this is. We will want to see the 
lessons learnt from the review that Ofwat has 
requested from SWS incorporated into its 
everyday operations. 
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The Company has responded by establishing 
a pilot data sharing initiative with EDF Energy, 
other energy companies, the major housing 
associations and other water companies in 
the region to build a much-enhanced Priority 
Services Register. This will also ensure that 
data can be transferred when individuals move 
from one location to another. This all means 
SWS will be in a robust position to implement its 
strong and well-supported proposals for Reach 
and Support as part of PR19. 

One of the findings of the research was that 
for those struggling to pay all their bills, water 
billing could be particularly challenging 
because instead of arriving on a monthly cycle 
along with other bills, they arrive only twice 
a year and seem proportionately larger. We 
advised that SWS might look to offer monthly 
billing cycles to anyone who wants this, to help 
manage monthly outgoings. SWS is considering 
whether this might be possible.

The social tariff

The Company already operates ‘Essentials’, a 
bespoke social tariff that helps some 40,000 
customers struggling to pay their bills through 
bill reductions. This is made possible by the 
contributions of all other customers through a 
small increment on their bills. 

SWS’s Willingness to Pay (WtP) research has 
shown that although customers were willing 
to support people in financial hardship, they 
wanted support to go to those in genuine need. 
When we questioned how SWS would monitor 
genuine hardship and prevent fraudulent 
claims, we were reassured that SWS is  
allowed to conduct annual checks on those 
receiving help. 

As part of its WtP research for PR19, SWS asked 
customers what they would be willing to pay 
on top of their current bills to help reduce the 
bills of more customers who are struggling. 
The research found that more than 60% of 
customers were content for increases to their 
bills of £4 to £6 in total for dual customers, 
£1.72 up to £2.12 for water only customers, and 
£2.22 up to £3.88 for wastewater services. Less 
than 33% of customers found these proposals 
unacceptable or very unacceptable. 

SWS’s affordability modelling has estimated 
that, by 2024/2025, around 90,000 customers 

will find their bill unaffordable and struggle to 
pay it, and a further 162,000 customers will 
be at risk of struggling to pay. The Business 
Plan, across a suite of schemes, the essentials 
social tariff and financial advice, is designed to 
support some 155,000 customers during AMP7. 
It will enable SWS to help all those customers 
who are struggling to pay and also support 
many of those at genuine risk of struggling to 
pay, as long as they meet the criteria to receive 
assistance. The necessary increases in bills 
will be implemented gradually as funds are 
required to meet identified customer need. 

The CCG is very supportive of this programme 
of work and the necessary bill increases 
because both the plans and the costs are well 
supported by customers. 

SWS has also been working collaboratively 
with neighboring water companies to align its 
social tariff qualification criteria and ensure 
a consistent application process for those 
who are served and billed by more than one 
Company, or who are moving in and out of 
different Company areas. We welcome  
this simplification.  

3.   Enhancing the environment  
and making good use of water

Customers and stakeholders expect SWS to 
take the lead in taking care of water, its quality 
and quantity, both in the environment and in 
its supply. They know it is a precious natural 
resource and support proposals that will reduce 
it being wasted as well as recognising that they 
have a role to play in using water carefully. 

SWS has taken a lead role in Water Resources 
South East (WRSE), which is a collaboration 
between the regional water companies, Defra, 
the National Infrastructure Commission and 
local councils to develop a strategic overview 
of the range of possible solutions that will 
ensure the region has secure and safe supplies 
to meet the needs of customers, visitors, 
businesses and the environment. The CCG 
supports this work because issues across 
the South East do not respect water company 
boundaries and solutions will be achieved  
more efficiently through collaboration across 
the region.      
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Enhancing the environment

SWS’s planned environment programme 
needs to be set within the context of 
challenging national drivers. These include the 
government’s 25 year Water Industry National 
Environment Plan (WINEP), and the National 
Infrastructure Committee’s resilience plans, and 
statutory obligations set by the Environment 
Agency and Natural England in the Water 
Industry Strategic Environmental Requirements 
(WISER). In addition there is a need to adapt to 
climate change and growth scenarios.    

The findings from customer and stakeholder 
engagement clearly showed that looking after 
the environment was high on the list of priorities 
for the Business Plan. They want SWS to act as 
a custodian, not just protecting but enhancing 
the quality of the environment; customers and 
stakeholders expect that water and sewerage 
services will be delivered in an environmentally 
friendly way with pollution prevented, and 
discharges and abstractions reduced so that 
river water quality, beaches and land and 
marine habitats are improved. Stakeholders 
expect SWS to work collaboratively with 
partners to drive forward environmental 
improvements. Stakeholders also want the 
impact the Company has on the environment to 
be measured, as should the value of the natural 
capital to underpin progress.  

The CCG has championed this high priority 
for customers and stakeholders throughout 
the PR19 process. It proved difficult to get 
to grips with the scale or scope of work on 
the environment because relevant work 
was split across the ten outcomes and we 
were concerned that while plans would meet 
minimum statutory requirements, they wouldn’t 
go above and beyond this. We asked the 
Company how it proposed to address WISER 
(which expressed the regulators ambitions) 
and Blueprint for Water which expressed 
environmental stakeholder ambitions. 

In order to address these questions an 
additional investigative meeting was convened 
to allow for a more detailed exploration of the 
Business Plan proposals. The minutes of this 
meeting are available on the CCG pages of 
the SWS website. This gave us the opportunity 
to see the number, range and scale of the 
proposed programmes, many of which we had 
not previously been sighted on and some of 
which were already underway. 

Customers had specifically said that they 
want further enhancements to the regions’ 
bathing waters but they emphasised the need 
to bring more to ‘good’ rather than focusing 
on ‘excellent’. This represented a slight shift 
in priority from PR14, where a shift to excellent 
had been a higher priority. They also want SWS 
to focus on the wider coastal waters, not just 
the designated bathing waters. As a result, 
SWS’s focus on the quality of water around 
its coastline will be different but equivalent in 
scale to the last Business Plan. 

Customers and stakeholders told SWS that 
they want a reduction in abstractions. The 
CCG had discussed the Abstraction Incentive 
Mechanism (AIM) in February 2017, when 
SWS told us it had investigated four potential 
schemes, but that only one of these schemes 
would be implemented as the other three were 
not viable. Since customers and stakeholders 
concern was with an overall reduction in 
abstraction and the Environment Agency also 
emphasise more general reduction, we were 
content with this. 

The Business Plan has a range of programmes 
that, over time, may reduce the need to take 
water from the environment. These include 
preventing leakage, demand reduction through 
T100, see page 30, water recycling, water 
transfers and optimising new resources,  
such as the planned reservoir with  
Portsmouth Water. 

Making good use of water

As described above, there was a clear 
emerging view amongst customers and 
stakeholders that everything possible should 
be done to make the most of existing water 
supplies; a sort of three-pronged contract 
between customers and SWS relating to 
reducing demand for water, reducing leakage 
and recycling as much water as possible. 
This point was reinforced when leakage and 
demand reduction were presented separately 
in the context of the research on PCs and ODIs. 
This separation resulted in customers being 
less inclined to agree to reduce their demand 
for water until or unless they could see SWS 
reducing its own leakage. 

Customers strongly supported further 
reductions in leakage, notwithstanding SWS’s 
relatively very strong position in this area. As a 
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consequence the Business Plan has significant 
plans for further reducing leakage.

Customers also emphasised the need for SWS 
to focus on efficient water reuse. They told 
the Company they support water recycling for 
public amenities, such as golf courses, and on 
agricultural land. They also supported indirect 
water re-use for the drinking water supply. 
In particular, customers of the future believe 
effluent re-use should be a high priority and are 
interested in new technological developments 
that will help people recycle grey water in their 
homes. Customers had told SWS they preferred 
water re-use schemes over the development 
of new resources and infrastructure. This 
customer appetite for water recycling is new 
and much stronger than previously seen. 

Within this Business Plan period water recycling 
is limited in scope. There are some proposals 
for watering golf courses, some other industrial 
uses for example at the Fawley refinery and 
some limited plans to recycle treated water into 
rivers so that it supports the existing flows and 
allows abstraction to be continued, particularly 
when flows are low or in drought conditions. 
The CCG were disappointed by this level of 
response as it did not match the new ambition 
articulated by customers and stakeholders. 

SWS told us that there were extensive plans for 
recycling water built into the medium to long-
term future but that more work was needed to 
establish how to achieve this. They also argued 
that this work should be developed gradually 
because more recent engagement with less 
informed customers, had shown a reticence 
about the use of recycled water; SWS wanted 
to do more to ensure wider acceptability among 
SWS customers for more extensive use of 
recycled water, particularly in relation to treated 
effluent being returned to rivers and potentially 
abstracted again for water supplies. This means 
the Business Plan includes more developmental 
and pilot work rather than implementation, 
which should appear beyond 2025.

The CCG had already challenged SWS on the 
question of long development timetables and a 
tendency to collect more and more data before 
moving to anything like full implementation 
of new developments. We were therefore 
concerned about this long timescale for 
water recycling. We asked to see the delivery 
timescales plotted against successive Business 
Plan periods, so that we could see how 

things would develop beyond 2025. We also 
encouraged them to invest in partnerships to 
support co-creation and co-delivery and so 
speed up delivery.

The Business Plan contains proposals for 
an industry-leading programme of work to 
make it as easy as possible for customers to 
change their water use behaviours. Target 100 
(T100), a transformational scheme for domestic 
customers to reduce water consumption to 100 
litres per person per day by 2040, is central to 
the Business Plan. Significant and ambitious 
effort in this area is clearly and strongly 
supported by customers and stakeholders.  
The CCG are therefore very supportive of 
this work, which is why we issued our second 
Advice Note to the Chairman of the SWS Board 
in March 2018. 

In our second Advice Note, we noted that 
where SWS has embarked on behaviour 
change programmes campaigns such as 
water efficiency, plastics and FOG (Fat, Oil 
and Grease) it has achieved notable success. 
But these have been targeted and relatively 
localised. We advised that orienting the entire 
Company around something like Target 100 is a 
considerable challenge that will require careful 
planning. Our Advice Note therefore advised 
that a thorough plan, based on learning to date, 
as would be prepared for major capital projects, 
should be established. The plan needs to 
be clear about how the programme will be 
designed and delivered, including: what the 
phasing will be; how the different components 
will contribute to the achievement of the 
target; and how the work will be mainstreamed 
throughout the organisation.  

SWS’s response accepted our advice in June 
2018 and we now look forward to seeing the 
detail of the way the Company will structure 
and integrate its business, putting the required 
pieces in place between now and the start of 
2020 to achieve this ambitious goal. We  
have offered to provide our on-going advice 
and support. 

In addition to demand reduction work directed 
at and with customers, SWS is partnering with 
local authorities to ensure their plans include 
water-efficient new developments. SWS 
are also working more collaboratively with 
developers to incentivise the building of water-
efficient new homes. To help bring consumption 
lower than 110 litres per person per day, it is 
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waiving the current £200 water infrastructure 
charge when developments include the latest 
water-efficient devices, white goods and 
technologies. 

A new flagship example of SWS’s work with 
developers and local authorities is the recently 
announced Fawley Waterside development 
in Southampton. This will be the world’s first 
water-smart community with intelligent water 
systems built in from the start. It will incorporate 
innovations such as smart meters with ‘in-home’ 
displays, localised wastewater treatment sites, 
which will generate power for the community, 
and new plumbing systems to make rainwater 
harvesting and greywater systems more viable. 

The CCG welcomes all of this.

Conclusions on enhancing the environment 
and making good use of water

Having reviewed this area in some detail, the 
CCG has concluded that the strength, range 
and scale of the environmental programmes 
presented are broadly consistent with the 
high priority that customers and stakeholders 
attach to it. We are also clear that the schemes 
envisaged will go beyond minimum statutory 
requirements as customers and stakeholders 
have requested. 

We have a number of concerns relating to 
implementation which are covered above 
and elsewhere in the report. In particular: the 
speed of the timetable for moving from pilot 
work to full implementation within and between 
Business Plan periods, particularly, but not only, 
in relation to water recycling, as above; the 
need for a better set of PCs and ODIs relating 
to overall improvements to the environment, 
see 5. PCs and ODIs, and the capability and 
capacity for the extensive partnership working 
that will be required to deliver much of this 
work, see page 42. 

4.  Technology and innovation 

Customers want SWS to use new technologies 
and innovations to deliver more efficiently and 
effectively and Ofwat also lay emphasis on 
innovative approaches. We therefore spent 
some time exploring how SWS is introducing 
and embedding innovation into the operational 
management of its networks and sites. One 

example is a transmitter designed to sit above 
an external domestic water meter to monitor 
consumption and send real time data into  
the home. 

The way the work on innovation is being 
planned in the lead up to 2020 and beyond, 
emphasises co-creation and co-delivery. An 
example of this is SWS’s ‘bluewave’ centre, 
already operational, where it runs open 
innovation events using crowdsourcing 
techniques, or through specific, targeted 
innovation competitions to provide fresh 
perspectives and unique ways of solving 
problems by co-creating solutions. 

Other examples of SWS’s work on 
innovation include the partnerships created 
to comprehensively monitor water and 
environmental quality through a Catchment 
Sensor Network, the use of bio-digesters to 
create energy from FOG (Fat, Oil and Grease) 
sewer blockages to benefit communities, and 
the Bio-cage which dewaters sludge on site 
and consequently reduces tanker movements 
in and out of sites, reduces costs and minimises 
noise and traffic for local communities.  

It is clear that there is a step change planned in 
the scale of technology and innovation at SWS, 
which is entirely consistent with customer and 
stakeholder expectations. 

5.  PCs and ODIs

We have found the discussion about PCs and 
ODIs particularly difficult. In addition to the 
methodological issues already discussed in 
Part 2, page 17, above, the following issues 
arose for the CCG:

•   We were concerned about the spread of 
PCs across the areas that were prioritised by 
customers and stakeholders. The majority 
appeared to relate to the delivery of basic 
services such as a constant supply of clean 
fresh water, which customers like to take 
for granted; relatively few were attached to 
those things that contributed to enhancement 
of the environment, for example.

•   We were concerned that this concentration 
of PCs was even more the case when it 
came to ODIs, with even fewer of these 
being attached to the added value actions 
customers and stakeholders wanted SWS  
to take. 
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•   Instead most ODI rewards had been attached 
to delivering basic services and regulatory 
requirements such as ‘no pollution incidents’. 
Despite the fact that PR14 research had 
clearly shown that there was low support  
for a reward that would deliver a basic 
statutory obligation.

•   We struggled to assess whether the targets 
were stretching because we were not initially 
provided with the information we needed 
to be able to make this judgement. So we 
asked for the PC targets to be set against the 
2019 - 2020 forecast position and available 
comparative information. 

•   We struggled to understand the very complex 
methodology that had been used to establish 
the level of rewards and penalties.

Over the course of many discussions the case 
was gradually laid out more clearly. In particular 
we were shown some of the more recent 
research which gave a slightly different nuance 
to customer views and so affected the design 
of PCs. We also spent time working through the 
complex methodology SWS had developed 
for establishing targets for PCs and stretch for 
ODIs. Finally, at our last full meeting in August 
2018, we were provided with the comparative 
information we had requested. We also 
received the RAND third party assurance, which 
gave us additional comfort.

At this point we were able to say that we were 
broadly content with the overall approach and 
most of the targets that had been set and the 
stretch for rewards and penalties. However, we 
were now able to articulate some more specific 
challenges, which SWS responded to positively, 
but as late as 23rd August as follows:

•   We questioned the large number of PCs 
that, because they are new, had neither a 
target nor an ODI and asked that an estimate 
of the 2019 – 2020 position be given, to 
provide some context and for a target to be 
established for each of the co-delivery PCs 
for monitoring purposes, even though for 
Ofwat the target will be zero. 

SWS agreed to do this.

•    We asked SWS to expand and clarify the 
environmental PCs by adding a non-financial 
PC on net abstraction from the environment 
to provide a check on whether the leakage, 
water recycling and demand reduction 

measures are reducing overall abstraction as 
promised. SWS proposed to use Distribution 
Input (DI) as this would show how much less 
water was being put into circulation and it 
already had robust DI data. We continued to 
ask for a measure relating more directly to 
abstraction, confident that the Company had 
this data even if it was not yet fit to publish as 
a PC. 

SWS agreed to develop this data set and 
publish it during the second half of the Business 
Plan period.    

•   We requested a reinstatement of the 
Category 1 and 2 pollution incident PC 
and ODI, in addition to the Ofwat required 
Category 1, 2 and 3 PC, to create a strong 
incentive against pollution and penalise 
serious pollution incidents to be consistent 
with customer and stakeholder views. 

SWS agreed to continue to report on Category 1 
and 2 incidents, but not to establishing a  
PC or an ODI, because it thinks this is 
inconsistent with Ofwat guidance. We are 
disappointed by this as we think such an 
ODI is entirely consistent with customer and 
stakeholder views.

•   We asked SWS to name the 57 bathing 
waters that will be maintained at excellent 
so communities have confidence about 
consistency of quality and there is no 
possibility of a ‘revolving door’ from one 
Business Plan to the next. 

SWS said it could not undertake to specify 
which 57 beaches it would maintain at excellent 
due to the natural fluctuation in bathing water 
status. It would, however, name and maintain 
the seven that had been improved using 
customers’ money during 2015-20 and would 
introduce an ODI penalty if it failed to do so. 
They undertook to do the same with the seven 
beach improvement programmes in the  
2020-25 Business Plan. We accepted this as a 
good compromise.

•   We asked SWS to review the newer targets 
after two years of the Business Plan on the 
basis of experience and where necessary 
further development. This will test whether 
it has the right level of ambition and help in 
setting more evidence-based benchmarks 
for the next Business Plan from 2025. 
In particular: effluent reuse, particularly 
because most of the delivery will be after 
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2025; number of natural capital accounts; 
effectiveness of financial assistance; 
satisfaction with vulnerability support; 
unplanned outage; risk of sewer flooding in a 
storm; gap sites. 

SWS agreed to do this.

•   We asked for a PC on customer trust and 
confidence. 

SWS agreed to develop such a PC with a view 
to introducing into the Ofwat planning cycle 
before the final determination, so it can be 
monitored throughout the period from 2020.

•   We requested SWS to benchmark the 
Community Engagement PC to better 
measure, manage, and demonstrate the 
impacts of community investment. 

SWS shared its plans for benchmarking with 
which we were content.

Conclusions on PCs and ODIs

In conclusion, we are now much happier with 
the PCs and ODIs than we were at the outset. 
We are pleased with the mainly positive 
responses that we have had from SWS to the 
specific challenges that we have made. We 
hope that the work we have asked SWS to do 
to establish better benchmarks for a wider set 
of PCs will ensure that the progress in some of 
these areas can at least be monitored during 
2020-25 and then be used to establish a better 
spread of PCs and ODIs beyond 2025. 

6.  Affordable bills  

SWS intends to reduce average bills for its 
customers by 3.2% in real terms compared to 
2019 – 2020, and it intends to keep bills flat in 
real terms through the Business Plan for 2025 - 
2030, subject to any unanticipated increases in 
wholesale costs.

SWS affordability research in August 2018 
has shown that 40-55% of its household 
customers believe water bills are very or fairly 
good value for money, but others think their 
bills are too high, with 20% saying their bills 
are unaffordable. The CCG was concerned by 
the low levels of acceptability for bill increase 
and bill profile and slightly surprised given 
the overall bill reductions planned. Although 
SWS had followed the Consumer Council for 

Water guidance, we advised it to explore these 
findings further.

In particular we asked about the methodology 
and especially the five-option scale that was 
offered in the questionnaire. We noted that 
the middle option ‘neither acceptable nor 
unacceptable‘, was chosen by a significant 
number of people and asked to hear more 
about what this group really meant when 
they chose not to express a clear view. We 
wondered whether their views could be made 
to count for more. 

SWS reviewed other sources of information 
about affordability, in particular an earlier 
affordability survey, undertaken in June 2018, 
which used a four-point scale and did not 
include a ‘neither’ option. This research showed 
that 72% of customers found the predicted 
bills affordable, and stakeholders said the 
impacts to customers’ bills were minimal. If the 
August ‘neither’ responses were added to the 
acceptable responses the two surveys showed 
very similar results, with just a 4% difference. 
This overall position is further underpinned 
by verbatim statements taken during the 
most recent acceptability testing: nearly all 
the reasons for finding the bills unacceptable 
relate to the wider issue of hardship and 
affordability in the current economic climate. 
SWS data on the percentage of people who 
might experience such hardship matches quite 
closely the percentage who say that bills are 
not affordable.

On the basis of this triangulation of data, 
SWS concluded that the middle category 
from the August affordability research could 
be combined with those who explicitly said 
the bills were affordable, making the overall 
numbers in excess of 70%. We are content with 
this conclusion for now, but understand that five 
other companies used the same methodology 
as SWS for their affordability work and while we 
cannot compare the results at this stage, we 
would expect that to be done once all results 
are made public. 

In relation to supporting those for whom the 
bills are less affordable, customers and their 
representatives told SWS they want to be 
shown the help that is on offer with tailored 
solutions to help make them manage their 
bill payments. The research also showed that 
customers supported helping the financially 
disadvantaged through discounts and bill 
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8.   Compliance with statutory  
environmental and drinking water 
quality obligations

Ofwat asks CCGs to provide a commentary 
on any tensions between the proposed 
Business Plan and compliance with statutory 
environmental and drinking water obligations. 
The SWS CCG is uncomfortable with this 
requirement since we strongly believe that SWS 
and the regulators must take responsibility for 
reporting on compliance and settling any issues 
between them. Compliance has been  
a particular issue for SWS and part of the 
problem has been a lack of clarity about 
oversight of reporting. This has made us 
particularly anxious not to get between SWS 
and its regulators. It also means that we 
have welcomed the establishment of a new 
compliance capacity within SWS in the form of a 
Compliance Directorate. 

Notwithstanding, we have kept close to 
the regulators and their views about SWS 
throughout the process and asked the 
Company to report on its regulatory compliance 
in the proposed Business Plan to conclude our 
conversation in this area. 

During the course of our work we have had 
discussions with the Environment Agency (EA), 
Natural England (NE) and the Drinking Water 
Inspectorate (DWI) on a range of issues that 
relate to environmental and drinking water 
obligations. We have also received annual 
reports from each of the regulators on SWS’s 
performance in each of these areas. The topics 
covered include the WRMP and Drought Plan, 
WINEP (Water Industry National Environment 
Plan), WISER (Water Industry Strategic 
Environmental Requirements) and the Drinking 
Water Directive. 

The DWI reported a higher number of 
compliance failures than would be expected 
during 2017 – 2018, and stated that SWS had 
a poor record on data reporting, in terms 
of both accuracy and timescale. The DWI 
has now agreed a number of transformation 
programmes with the Company, managed 
through a new Drinking Water Compliance 
Directorate and they told us this was already 
improving performance. 

We asked SWS to provide us with reports to 
give assurance that it would be meeting all 
the necessary regulatory requirements. This 

holidays. Non-household customers surveyed 
on this topic rank this as a medium to high 
priority. 

The Business Plan has clear programmes for 
payment plans and payment holidays to help 
customers that have fallen behind on their bill 
payments. SWS is going to introduce tariffs to 
support customers that are struggling to pay 
their bills, and schemes to help customers who 
have run into debt or who have stopped making 
regular payments, starting with specialist debt 
advice and referral to expert debt management 
partners. It also intends to increase its water 
efficiency advice visits to help people use  
less water. 

SWS has already made substantive progress 
in the way it supports its customers during the 
course of the 2015 – 2020 Business Plan. We 
welcome the plans to further extend these 
programmes before 2020, so that it will be in 
a position to help even more customers by the 
start of 2020. 

7.  Acceptability 

We strongly advised SWS that the research 
questionnaire for customer acceptability of 
the Business Plan was far too lengthy, onerous 
and time-consuming for customers, and the 
questions within it were highly complex, 
with little context provided. As a result, the 
questions were significantly re-worked - 
technical data and jargon was removed 
throughout to ensure questions were more 
meaningful for customers; the length of the 
questionnaire was radically reduced.  Following 
a recommendation from the Consumer 
Council for Water, questions were presented 
in rotation to different customers. The survey 
was validated by an additional layer of pilots to 
ensure customers would understand. 

The results showed a high level of acceptability 
for the Business Plan from customers. Parallel 
work with stakeholders showed similar levels  
of support. 
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report, attached as Annex 3, made it clear that 
despite the fact that there had been historic 
issues with compliance and reporting, there are 
now agreed plans for addressing the remaining 
issues. We note, however, there remain several 
outstanding investigations. 

The DWI had previously raised concerns that 
the Company might not have adequate funds 
to pursue the programme of work agreed with 
the regulator. SWS has confirmed that it has the 
appropriate resources within the Business Plan.

As we were writing this report, the EA made 
us aware of the fact that they do not think 
they have been adequately consulted on the 
question of AIM schemes. SWS takes a different 
view. We have encouraged them to resolve  
this directly.

We understand that the regulators will do their 
own review of the Business Plan submission 
and make any concerns known in that context. 

SWS are submitting two separate wastewater 
Cost Adjustment Claims. The first is for a new 
wastewater treatment works in Kent to support 
the high growth predicted in the county, and 
the second is an upgrade to the sewer network 
in Thanet, required by the EA to protect the 
groundwaters from becoming contaminated. 
SWS tested customer and stakeholder support 
for both of these and since both are supported, 
we recommend that Ofwat approve them. 

9.  Third party assurance

As well as iterative internal processes and CCG 
expert advice and independent challenge 
throughout the PR19 process, SWS has 
commissioned independent assurance to 
ensure its customer and stakeholder insight 
has been robust, relevant and credible, and 
has been interpreted accurately and applied 
effectively within its Business Plan. 

In addition, SWS used a Challenge Panel 
comprising a range of prominent external 
specialist experts who challenged and 
provided advice on specific aspects of the 
Business Plan. The Customer Engagement 
Chapter was also reviewed by the Director of 
Consumer Insight and former Director of the 
Financial Services Consumer Council. 

We decided that given this level of independent 
assurance, any additional assurance work of 

our own was unnecessary. We requested sight 
of, and have received and reviewed, the reports 
on all aspects of the engagement programme 
and its linkages with the Business Plan. Overall, 
we found the reports reassuring and noted  
that they reinforced our own view of 
performance and identified a few of the  
same development points. 

The assurance highlighted strong 
improvements in both the quality and the 
approach, which chimes with our own view.  
The areas for improvement were also 
consistent with CCG views, including using 
the whole body of insight in each wave of 
triangulation and PC/ODI setting, and that 
research questions should be simplified 
and jargon free to ensure participants will 
understand them. 

10.  PR14 closing position

Monitoring and reporting on SWS’s 
performance as it delivers the promises it made 
to its customers for the current five-year period 
is part of our role. SWS has provided regular 
updates at CCG meetings. At our August 2018 
meeting, we discussed the forecast position for 
the close of PR14, as provided to Ofwat in July 
2018. Of the 32 performance commitments, 
including those with a five year average target, 
SWS forecast it would meet 20 and miss 12, 
which means it will only achieve around two 
thirds of its promises to its customers.

This is clearly a concern as this level of failure 
has the potential to affect trust and confidence, 
as evidenced in the research on that topic 
referenced in Part 2 of this report, page 21.  It is 
also a challenge because Ofwat will be taking 
the promised closing position for end  
of 2019 as the starting position for 2020 - 2025. 
This does not put the Company in a strong 
position, especially with regard to the customer 
satisfaction measure (SIM), bathing waters and 
interruption to supply. We expressed concern 
about all these issues in our 2017 – 2018 Annual 
Report where we reported that SWS needed  
to improve its performance significantly over 
the next two years to deliver the promises it 
had made. 

On interruption to supply, we are taking a 
strong interest in work being done to learn 
lessons from the freeze thaw event and 
develop more robust plans for ensuring that 
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services can get up and running at speed in 
the future, that vulnerable customers are better 
identified and supported, and that businesses 
can be contacted when events occur out of 
working hours. 

On bathing waters, we have been talking with 
SWS about the way in which future PCs and 
ODIs on bathing waters need to be related 
to a fixed population of bathing waters so 
that the programme is at least as much about 
maintenance of existing status as it is about 
improvement of some specific sites, see PCs 
and ODIs above, page 31.

On customer service and SIM, while 
recognising the significant work that has been 
done to try to transform customer services, we 
are doubtful about SWS’s ability to reach Upper 
Quartile for the new CMEX measure in PR19 
and accept therefore that a more realistic and 
still very stretching ambition will be to reach 
above average during this next period. We will 
obviously want to work with the Company on its 
ongoing work in this area leading up to the end 
of 2019.

Alongside these specifics we are aware 
that SWS has ramped up investment and 
brought forward work from PR19 to try to 
improve performance by the end of 2019. In 
particular: the new Drinking Water Compliance 
Directorate, scaling up behavioral change 
programmes, and the scope and scale of the 
environment programmes planned could all 
help ensure that targets for the end of 2019 are 
reached. We will continue to monitor, advise 
and challenge SWS as the 2015 - 2019 period 
draws to a close. 
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Part 4 
The extent to which SWS’s Tapped 
In ambition has been met
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Summary

The CCG has explored the way that SWS is 
engaging with customers and stakeholders 
and concludes that we are seeing development 
along the Tapped in (TI) Continuum – 
from listening and understanding toward 
participation. We assess that the majority of 
the work done by the Company at the outset 
of this Price Review process was at the level of 
Listening and Acting. 

We have seen increasing evidence of Engaging 
and Involving as we have worked with SWS on 
its implementation of the last Business Plan and 
work to produce the next. 

Finally we note its ambition to move to 
full customer participation by 2020 and 
acknowledge both some work that is already 
at this level and much that is planned to work 
at this level during the period 2020 - 2025. 
This will be especially important in the areas 
of demand reduction, catchment management 
and vulnerability – all of which depend on 
working with others. We think that the new 
Insight team that has been established will be 
central to ensuring this is achieved and we 
will want to work closely with them and the 
rest of SWS to help. This work should ensure 
that SWS is engaging with its customers and 
stakeholders in an altogether different way  
by 2025. 

The Tapped In Continuum

As the Business Plan has been developing, 
SWS has been considering what it means to 
become truly customer-centric and there are 
now initiatives throughout the Business Plan 
for working with customers and stakeholders 
in understanding what to do, how to do it 
and what it means to co-deliver schemes 
and programmes. Whether this is about 
Catchment First initiatives with a wide range of 
stakeholders or community-based initiatives 
such as incentive-driven demand reduction 
schemes, or programmes which will support 
the local economy – they require some very 
different ways of working. 

This is a crucial change expected by Ofwat, and 
which it supported through the TI Framework, 
which it published in March 2017. Ofwat expects 
companies to move from seeing customers as 
recipients of services to seeing them as active 

participants in the delivery of those services. 
Customers and communities often have the 
knowledge, skills and creativity that can solve 
problems and help find ways to innovate. 
Ofwat’s TI guidance sets out a customer 
participation continuum framework, as below: 

TI provided a model with four strategic areas 
of action to increase customer participation, 
each with its own objectives, engagement 
techniques and principles for delivery. Known 
by the acronym, FACE, these areas are:

•   FUTURES: customer participation to improve 
the current and future sustainability of water 
in the lives of customers. 

•   ACTION: customer behaviour change 
actions, including saving water and helping to 
reduce sewer blockages.

•   COMMUNITY: community ownership of 
particular aspects of water as an essential 
resource. 

•   EXPERIENCE: increasing customer control 
of water in their home or of the customer 
service experience.

Ofwat asked CCGs, to report on how well 
companies are progressing along the 
continuum as they develop their 2020 – 2025 
Business Plan proposals and encourage more 
active participation by customers. We set 
ourselves the following three questions to 
enable us to assess SWS’s progress. 
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1.   How did SWS assess where it was 
as it began work to develop its 
2020 -2025 Business Plan and 
what were the main conclusions 
from that assessment?

To answer this question and enable a 
benchmarking of where SWS sat on the 
continuum, and with our encouragement, SWS 
held a TI workshop in June 2017. There were 
a range of facilitated exercises at the end of 
which we marked on a chart where we believed 
SWS was placed on continuum using the FACE 
model as below.

The marks clustered around ‘Listening and 
Acting’. A key observation, however, was that 
we tended to place our dots close to ‘Listening 
and Understanding’ whilst the Company placed 
theirs further up the continuum. This perhaps 
points to a misplaced confidence that it was 
doing more in this space than it actually was.

There were also differences between the marks 
allocated to different aspects of engagement. 
The Community and Experience aspects of 
FACE were ranked relatively higher up the 

continuum, while Futures and Action were 
grouped toward the lower end. 

The overall conclusion was that although we all 
agreed that SWS had moved beyond ‘Listening 
and Understanding’, we also agreed it had 
a distance to travel before it could claim full 
‘Customer Participation’. SWS took the view 
that it wanted to be at Level 3 ‘Engaging and 
Involving’ by 2020 and at level 4 by 2025.

We spent some time considering ideas and 
opportunities for SWS to improve its position. 
Most important was promoting a company 
culture of sharing and involving customers 
in work from the very start of thinking 
about proposals. A direct outcome of this 
collaboration between the CCG and SWS 
was the development of the SWS Customer 
Engagement Framework, based on the FACE 
model, see page 37.
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The DataWell initiative with retailers will provide 
data for targeted business and non-household 
consumer campaigns and the ‘bluewave’ 
innovation centre has already opened its doors 
to entrepreneurs from any sector to co-imagine, 
co-create and co-deliver new solutions. 

All of this will help establish more experience of 
joint working and co-creation as a backdrop to 
the start of the Business Plan. During 2020-25 
these approaches will need to be scaled up and 
delivered across the region.

3.   What is the evidence in SWS’s 
2020 - 2025 Business Plan to 
show the Company will be able to 
move from level 3 on the Tapped 
In continuum to level 4 (Active 
Customer Participation) by 2025?

There are a range of new plans for co-creation 
and co-delivery in the Business Plan. A good 
example is the catchment-based Brighton 
ChaMP for water where it has entered into a co-
creation and co-delivery partnership, managed 
by the South Downs Park Authority, with the 
farming community, Brighton and Hove Council, 
the environmental quality regulators, Living 
Coast and the University of Brighton to reduce 
contamination of the chalk downs aquifer. 

There are also a number of live collaborative, 
co-delivery programmes with a range of 
partners designed to improve raw and 
drinking water quality. These include working 
with Natural England and farmers across the 
Medway, Western Rother, Test and Itchen, Beult 
and Teise catchments to reduce metaldehyde 
and nitrate use, and working collaboratively 
with farming clusters in the Adur and Arun 
catchments on new, proactive approaches to 
manage nitrate and pesticides in run-off. There 
is also the well-established Test and Itchen 
Catchment Partnership in collaboration with 
the Environment Agency and a wide range 
of interest groups that has lottery funding to 
improve the two internationally important chalk 
streams’ ecological habitat. 

SWS has listened to its customers’ and 
stakeholders’ concerns about predicted growth 
and climate impacts in its region. It intends to 
build on its early collaborative approaches with 

2.   What is the evidence that SWS has 
moved from level 2 ‘Listening and 
Acting’ on the Tapped In con-
tinuum, to level 3 ‘Engaging and 
Involving’ during the development 
of its 2020 - 2025 Business Plan?

There is an increasing body of evidence 
of closer working with customers and 
stakeholders in various parts of the business. 
In particular, the transformation programme 
in customer services has involved working 
with customers and their representatives to 
co-create the solutions for an end-to-end 
customer journey from first contact to billing to 
specialist home move services. 

Another example of changing working 
relationships is SWS’s established behaviour 
change programmes. These include: the 
“refill” partnership with shops and restaurants 
in Brighton which is being extended to other 
parts of the region; and its bathing waters 
enhancement programme working with local 
councils, interest groups and communities, 
including Surfers Against Sewage. 

Other live examples are the FOG (Fat, Oil and 
Grease) campaign where SWS is working 
with fast food chains and restaurants in high 
density outlet areas, Environmental Health 
Officers across the region to incorporate 
grease management into their business-as-
usual work and influencing the FSA to include 
grease management in Hygiene Ratings. The 
longest standing of these initiatives is the water 
efficiency programme of helping customers 
reduce consumption via home and school visits 
and water saving devices. 

Plans for further work before 2020 include 
extending catchment management schemes 
across the region in preparation for the 
‘Catchment First’ programme; increasing the 
using of by-products from its wastewater 
treatment sites to provide community benefits; 
trialling the ‘Waterbit’ device to provide daily 
consumption data for customers; working 
in partnership with South East Water to 
provide joint billing and a more consistent 
customer experience; and a cross-sector 
collaboration to develop a shared database 
and priority services register for individuals in 
circumstances that make them vulnerable.
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developers and local councils as well as with 
the neighbouring water companies, quality 
regulators and the government to develop 
shared schemes that will increase supply and 
reduce flooding and pollution. We advise 
SWS to have regard to the National Planning 
Policy Framework and the National Climate 
Adaptation Programme as these will also 
impact what is possible. 

We have seen strong evidence on how SWS 
intends to incorporate local communities’ 
views and solutions to co-create specific 
proposals. Particular examples include 
eliminating lead pipes in Deal, Kent, local 
flood relief programmes, water transfers and 
the development of new water resources and 
wastewater treatment sites. It also has  
its “community choice” initiative that will  
enable communities to use a funding pot for 
schemes of their own choosing where they  
are within a mile of a new, necessary 
infrastructure development. 

These are all good examples of how SWS 
plans to be working at level 4 of the continuum 
beyond 2020. However, it is too early to be 
able to assess and judge the effectiveness 
and impact, nor whether SWS has genuinely 
embraced customer and stakeholder  
co-imagining, co-creation and co-delivery 
to realise the true benefits of its forward 
programmes.   

We have a concern that the Company may have 
underestimated the complexities, difficulties 
and time-scales involved in genuinely working 
collaboratively though co-designing and co-
production. Partnership working is relatively 
new for the Company and it will present 
numerous challenges moving forward, not the 
least of which are allowing others to take part in 
decision-making and bringing a wide range of 
interests and communities to the table from the 
start of the process. Such ways of working are 
time and resource intensive and we  
wonder whether SWS has structured this into 
its planning.

We have emphasised not just the importance 
of this, but also the complexities of the culture 
changes that will be needed within SWS if it is 
to begin working in this way. In order for active 
customer participation to become part of how 
the Company does business, it needs to be 

embedded in the culture of the organisation. 
The newly created Insight Team appointed as a 
result of our first Advice Note has been charged 
with leading this cultural change, which we very 
much welcome. 

There is a new Strategy for Customer and 
Stakeholder Engagement contained within 
the Business Plan, which lays out the scale 
of SWS’s ambition and the tools that will be 
used. It lays out very clear plans to embed 
a customer-centric culture across the entire 
organisation and ensure customers are 
involved from the very start in co-imagining and 
co-creating the PR19 plans and programmes, as 
well as co-delivering where this is relevant  
and possible. 

This gives us some confidence that the 
Company is committed to a continuous journey 
that places customers and stakeholders at 
the core of its business. We will continue to 
keep a close watch on how the Company is 
mainstreaming a customer and stakeholder-
centric culture during the final years of the 
current period and through into the delivery  
of the new plan. We look forward to continuing  
to work with the company as it continues  
its journey.
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Part 5 
Our overall conclusions
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We think that the re-presentation of the 
Business Plan under the identified priorities 
of customers and stakeholders helps to show 
these links and will be important in presenting 
the Business Plan back to those who helped to 
shape it. 

There are some clear lessons for future 
Business Plan cycles and some things which 
can be developed in the run-up to 2020 and 
beyond. In particular: establishing ambitious 
interim deadlines to move from data gathering 
and piloting to fully blown implementation both 
within this and subsequent business plans; 
and doing some development work to produce 
a wider set of more robust and customer and 
stakeholder-focused PCs and ODIs for  
future use. 

Messages for Ofwat

1.   The complexity of this Price Review process 
and in particular the emphasis on much 
increased depth and breadth of engagement, 
has put considerable pressure on our ability 
to do our job and the Company’s ability to 
use our expertise to the full. We are confident 
that Ofwat will do a review of PR19 once it is 
finished, and we hope you will consider  
this issue. 

2.   We have encouraged the Company to 
develop a PC in relation to trust and 
confidence, but the fact that this whole 
issue has entered into the process late in 
the day, means that the PC is not ready for 
the draft Business Plan. We urge you to look 
positively on a late submission for use during 
2020-25.

3.   The SWS CCG has always been concerned 
about the quality regulators being members 
of CCGs and of CCGs being asked to give 
a level of assurance about regulatory 
compliance. The quality regulators 
have made useful contributions to our 
discussions, but they are not members of our 
CCG, they are observers. And we continue to 
find it uncomfortable to report on regulatory 
compliance, which we think should be a 
matter for the Company and its regulators. 
We encourage Ofwat to review the way this 
aspect of the CCG arrangements should 
work in the future. 

On the quality of engagement

We are confident that overall SWS has carried 
out a high quality programme of customer and 
stakeholder engagement. Its breadth, depth 
and reach across the customer segments 
has been strong. Multiple methods have 
been used, some of them very innovative, for 
example its Willingness to Pay research. There 
have been some significant challenges along 
the way, with positive responses from the 
Company. There are also some clear areas for 
further development both in the period leading 
up to PR19 and during it, including in the use  
of triangulation. 

Insight and research must be a continuous 
and evolving business activity. In our report to 
Ofwat for PR14, we expressed some concern 
about the on-going application of what had 
been learnt about customer and stakeholder 
engagement. As we started work on PR19 
we found that not all the lessons had been 
remembered. This time we are more confident 
that the strategy for customer and stakeholder 
engagement that is embedded in the Business 
Plan will continue to develop and improve, 
addressing and progressing outstanding issues 
for PR19 and beyond. 

On whether the SWS Business Plan 
proposals have been driven by  
customer and stakeholder priorities 

We conclude that the link between customer 
and stakeholder expectations and the detailed 
contents of the plan is strong. In particular: 
the ambitious and industry-leading Target 100 
programme to reduce consumption to 100 
litres of water per person per day by 2040; 
the comprehensive geographic coverage of 
the Catchment First environment programme; 
work to bring new automated technologies on-
line to monitor the condition of its assets and 
pre-empt issues such as blocked and/or burst 
mains; and the ‘Reach and Support’ programme 
that is designed to give customers the help 
they need, when they need it. 

The CCG is also pleased that SWS has built 
a Business Plan based on longer-term time 
horizons across several periods and recognises 
the strength of the ambition that the Business 
Plan embraces. 
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Messages for the Board

1.   We think the Company may underestimate 
the complexity of true partnership working 
and the intricacies of the internal culture 
change which will be necessary to deliver 
this Plan. We have seen a real enthusiasm 
from the Board and the Executive Leadership 
Team and great progress has already been 
made. However, we are conscious that 
change needs to begin now and that it will 
take enormous energy and effort to get 
everyone within SWS to the point where they 
embrace some very different ways of working 
to achieve the vision of active participation. 
We know you are conscious of this, but we 
urge the Board to find tools and techniques 
to test and monitor progress with this project.

2.   There will be a huge variety of policy and 
regulatory change taking place around 
the Company, as it will be implementing 
this plan. There are a number of significant 
issues that could impact on the company’s 
progress, but we do not think this would 
be an adequate reason for failing to 
meet promises made to customers and 
stakeholders. Instead we urge the Board 
to plan mitigations to ensure that whatever 
happens next can be adjusted to, while 
the Plan, which places customer and 
stakeholder priorities at its heart, continues 
to be delivered. 
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2.  Our approach 

As the SWS CCG, we established ourselves 
as an advisory committee, as opposed to 
a customer representative forum. We have 
always been clear that our purpose is to 
challenge SWS on its customer and stakeholder 
engagement, and how that engagement is 
reflected in the Business Plan process, not to 
be the voice of its customers or stakeholders. 

Throughout the PR19 process, we have been a 
‘critical friend’ of SWS, helping it to deliver not 
just a better Business Plan for 2020 - 2025, but 
to encourage a business-wide culture change 
that places customers, who pay for the services 
it provides, at the heart of its plans. 

In addition to discussing SWS’s progress 
in regular meetings, CCG members have 
observed and/or participated in a wide 
variety of SWS’s customer and stakeholder 
engagement activities, including those with 
its staff. By taking part, members have heard 
first-hand what customers and stakeholders 
have told the Company, and this has helped to 
assure us of the quality of research and how it 
has subsequently been used. Our attendance 
at these is recorded on the CCG pages of the 
SWS website.

In some areas we conducted more in-depth 
investigations to satisfy ourselves that SWS 
had done enough to meet the needs identified 
by customers and stakeholders, or specific 
segments of them. This was particularly evident 
in the engagement associated with  
the environment and working with communities. 
These deep dives allowed the CCG to get 
closer to aspects of the work and offer SWS the 
opportunity to take advantage of our expertise 
and knowledge in the development of its 
Business Plan proposals. These  
detailed investigations are highlighted in our 
report above. 

CCG members have also offered advice 
as individuals with particular expertise. In 
particular our members have helped to shape 
and guide research and engagement in areas 
such as vulnerability and affordability, and 
with businesses and non-household water 
consumers, and on trust and confidence. 
SWS has also taken advantage of members’ 
understanding of the sectors they work in, to 
reach out to the right people and  
organisations to gain further insight and  
ensure robust findings. 

1.  Our role and remit

As the SWS Customer Challenge Group 
(CCG), we are completely independent of 
SWS and work on behalf of its customers’ 
and stakeholders’ interests. We advise and 
challenge SWS on its plans to ensure these will 
deliver its customer and stakeholder priorities. 
We are made up of experts, the majority of 
whom live in the Southern Water region. We 
have three main jobs. We:

1.   advise SWS on how to understand customer 
and stakeholder views for the future, how 
these influence the contents of an affordable 
Business Plan for 2020 - 2025, taking 
into account wider social and economic 
developments as well as all environmental 
impacts.

2.   challenge SWS on how well it is delivering 
the six priorities and 32 promises it made in 
its five-year Business Plan for 2015-20 and 
which Ofwat agreed. 

3.   examine SWS’s approach to improving 
bathing waters.

The CCG’s full Terms of Reference can be  
found here.

In relation to 1 above, our task, set by Ofwat, is 
two-fold: to provide independent challenge to 
SWS and independent assurance to Ofwat on: 

•   the quality of SWS’s customer and 
stakeholder engagement; and 

•   the extent to which the results of this 
engagement has driven decision making  
and is reflected in SWS’s Business Plan for 
2020 - 2025. 

Ofwat’s assessment of the quality of SWS’s 
Business Plan will be evidence-based. It is 
therefore important that our work and this 
report gives evidence of the challenges the 
CCG has made to SWS and how SWS has 
responded to those challenges. The report 
also needs to identify any areas of outstanding 
disagreement. The major challenges are 
described in the narrative of our report and, 
since February 2017, we have been keeping a 
Challenge Log which collates all the challenges 
from that point on and the way they have been 
responded to – this can be found at Annex 4. 
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Our strongest form of challenge is a formal 
Advice Note to the Chairman of the SWS Board 
and we have issued two during the PR19 plan 
preparations. The first was on the nature of 
the engagement programme; the second was 
on the plans for an industry leading water 
efficiency programme. Both Advice Notes and 
the response from the SWS Chairman of the 
Board are attached as Annex 2, and the detail is 
discussed in the narrative of this Report. 

3.  Membership and expertise

Our CCG is chaired by Anna Bradley, continuing 
her previous role as the Independent Chair of 
the Southern Water Customer Advice Panel, in 
place since 2014 and before that the CCG  
for PR14. 

The CCG was designed to ensure that all the 
key customer and stakeholder interests would 
be at the CCG table, but members are asked to 
attend as experts and not as representatives 
of those customer and stakeholder groups. 
There has been a maximum of nine members 
during the period, with one or two inevitable 
changes. This is a size of membership that 
supports good decision-making and consensus 
building. The current membership and meeting 
observers are listed on the CCG pages of the 
SWS website and are provided as Annex 5 to 
this report. 

There were changes to the CCG membership 
during 2016/17. Jacob Tompkins, CEO 
Waterwise, Rachel Onikosi from the Consumer 
Council for Water (CCW) and Phillip Cullum, 
Ofgem, stood down from the CCG. Three 
new members, Karen Gibbs from CCW, Nicci 
Russell, formerly of Ofwat and now the CEO 
at Waterwise, and Dan McDonald, the CEO of 
Medway Citizens Advice were recruited to join 
the CCG. 

The Environment Agency (EA), Natural England 
and the Drinking Water Inspectorate all receive 
papers and have a standing invitation to 
observe meetings when they wish to.

4.   Our governance, transparency and 
independence arrangements

In May 2016 and in its Aide Memoire for CCG 
in March 2018, Ofwat set out its governance, 
transparency and independence expectations 
for CCGs during the PR19 preparations and 
submission. It made it clear that it will take 
greater assurance from CCG reports with 
stronger and more transparent governance and 
funding processes in place. 

The information looked for includes the process 
used to appoint the CCG Chair and Members, 
how they are remunerated, the areas of 
expertise on the group, whether there are any 
conflicts of interest. 

The SWS CEO on behalf of the Board ahead 
of PR14 appointed the CCG Chair, Anna 
Bradley. The Chair is independent of all other 
interests in SWS. The Board chose to recruit 
an independent Chair through public and open 
advertisement and a panel interview with 
members of the Board. 

Members of the CCG were appointed by the 
CCG Chair in consultation with the SWS CEO 
following an external recruitment process. 
This began by identifying the areas of 
expertise needed across the CCG including 
different customer segments, businesses, 
and key stakeholder interests such as the 
environment. A matrix for the skills required 
and a segmentation of the expertise needed 
was developed, and individuals identified as 
meeting the criteria were invited to a two-stage 
interview. Successful candidates were invited 
to become members of the CCG as individuals, 
not as organisational representatives. 

More information about how members were 
appointed is provided on the CCG pages of the 
SWS website. CCG Membership is provided as 
Annex 5 to this report. 

This process led to the following expertise and 
skills being represented on the SWS CCG:  

•    Dan McDonald and Steve Hare for customers 
and communities

•   Phil Belden and George Seligman for the 
environment

•   Nicci Russell and Karen Gibbs for water 
industry expertise
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This year, we have engaged in our own 
programme to improve our understanding 
and awareness of wider water industry issues. 
While we invite SWS to give its own views 
on any given topic, we have also asked to 
hear from independent third parties. To date, 
we have had: independent perspectives on 
SWS and its performance from the Drinking 
Water Inspectorate, the Environment Agency, 
Natural England and the Consumer Council 
for Water plus a view from the WWF on future 
environmental challenges and the expectations 
of the other environmental organisations it 
works with in the ‘Blueprint for Water’ coalition.

 

5.  How we tracked progress:

Throughout the PR19 process, we have tracked 
how we have monitored SWS’s progress using 
three clear and simple tools: 1 – the SWS 
Customer Engagement Framework; 2 - the 
CCG Customer Engagement Assessment 
Framework; and 3 - the CCG Challenge Log. 

a)   The SWS Customer Engagement 
Framework

SWS developed a Customer Engagement 
Framework (CEF) in late 2017, so that it, and 
consequently we, the CCG, could be assured 
that it had utilised all available channels, 
including its business as usual activities, to 
reach out across its customer and stakeholder 
segmentation. SWS worked with Corporate 
Culture, the consultancy that developed the 
Tapped In customer participation continuum, to 
develop the CEF. It is provided at page 13 and 
as Annex 1 to this report.

The original CEF was further developed to 
show the scope of engagement in each pillar 
and to understand the precise type of insight 
this would generate. This is also provided as 
part of Annex 1 to this report. 

We utilised these Frameworks across a number 
of meetings in the first six months of 2018 to 
ensure each aspect of the framework was 
covered and the insight and evidence gained 
had been captured. This is documented in the 
minutes of our meetings and has been used to 
inform the development of the Business Plan. 

•   Ana Christie representing the  
business sector.  

Any actual or potential conflicts of interest are 
registered on the CCG Register of Conflicts 
of Interests on the CCG pages of the SWS 
website.

Transparency and openness are vital to how 
the SWS CCG works. The notes of formal CCG 
meetings and ad hoc task and finish groups 
are published on the CCG pages of the SWS 
website. The CCG has also published annual 
reports to provide customers, stakeholders 
and regulators with our assessment of the 
Company’s progress in delivering its promises 
for 2015-2020; the first in March 2016, the 
second in September 2017, and the third in  
July 2018. 

We have a full-time secretariat, provided by 
SWS, working directly to the Chair to support 
our work. This role encompasses organising 
our regular monthly meetings agenda and 
papers, our investigations into specific topics, 
conference calls and attendance at a range 
of insight and engagement gathering focus 
groups and workshops, as well as writing up 
our minutes, and drafting reports and Advice 
Notes to the SWS Board. 

We have a strong and constructive relationship 
with the SWS Board. We have been pleased 
that, since October 2017, as well as the SWS 
Chief Executive Officer (CEO), Ian McAulay, 
a Board Member has attended each of our 
meetings on a more or less rotating basis. An 
attendance record is published on the CCG 
pages of the SWS website. Prior to that, Board 
attendance was regular but was limited to 
around three meetings per year. Our Chair 
has routinely attended two Board meetings 
each year but has an open invitation to attend 
any of the Board meetings. She has regular 
discussions with the CEO, occasional one-to-
ones with other Non-Executive Directors and 
Bill Tame, Chair of the Southern Water Board, 
to whom she also has a direct line, should it be 
needed. 

A session for private discussion is allocated at 
the beginning and end of each CCG meeting 
agenda where we can talk about any issues 
arising without a SWS representative being 
present. This ensures we have a collective view 
on how the work of SWS is progressing.
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b)   The CCG Customer and Stakeholder 
Engagement Assessment Framework

To underpin our own assessment of the quality 
of engagement and how this has influenced 
the SWS Business Plan, we created a Customer 
Engagement Assessment Framework (CEAF). In 
developing the CEAF, we drew on the guidance 
issued by Ofwat in May 2016 and in its Aide 
Memoire for CCGs in March 2018. The CEAF is 
provided as Annex 6 to this report.

Our CEAF was designed to enable us to  
assess whether we have the evidence we need 
to provide the assurance Ofwat requires of us. 
It is arranged over four sheets,  
covering respectively: 

1.   the schedule and timeline of meetings and 
papers presented

2.   the quality of SWS’s customer (both 
household and non-household) and 
stakeholder engagement for PR19

3.   the extent to which the results of SWS’s 
customer (both household and non-
household) and stakeholder engagement 
are driving decision making and are 
reflected in the Company’s Business Plan for 
2020 to 2025

4.   the extent to which SWS’s Tapped In (TI) 
ambition has been met. 

Throughout the PR19 process, we used 
the CEAF much as the SWS’s Customer 
Engagement Framework was used, to assess 
whether we had covered the entirety of Ofwat’s 
test questions for CCGs and to record when we 
had received the evidence. 

As the PR19 process unfolded, we asked the 
Company to bring us reports and papers on 
how it had addressed each of the evaluation 
questions. This enabled us to bring together 
our thoughts from across the process and 
satisfy ourselves that SWS had covered the 
appropriate terrain. Our final view is based 
on this evidence, as well as the first-hand 
experience from the engagement activities  
we observed or participated in over the last  
two years.

We have used the broad areas of the CEAF to 
structure the narrative of our report. The full 
CEAF showing where we think the Company 
has landed on each test question is provided as 
Annex 6. 

c)  CCG Challenge Log

 Throughout the PR19 process we have 
recorded our challenges to SWS, but since 
February 2017, we have recorded them in a 
Challenge log. The challenges are of a range 
of importance and scale depending on the 
issue and the strength of our views. SWS has 
recorded how it has responded, and we have 
noted where we are either satisfied or where 
we think more work is needed to close down 
an issue. This aspect of our work has been 
captured in the CCG Challenge Log, provided 
as Annex 4 to this report.  
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