
Response to Draft Determination 

 

Default Tariffs 

 

Proposals 

 
We have two proposals with regard to our default tariffs: 
 
1. Shorter non-household retail price control 
 
Ofwat's IN 14/14 provides companies with the opportunity to change the form of the 
non-household retail price control in some way that would allow them greater time to 
consider and address any issues. 
 
We are seeking a shorter control of two years in order to allow us further time to 
develop our cost and net margin allocations. This approach is supported by the 
outcome of engagement with our non-household customers. 
 
2. Restructure of default tariffs 
 
The latest information from the Open Water programme indicates that switching will 
be at supply point level, and we therefore believe we need to restructure our default 
tariffs so that they are set at this level, rather than at site level as in our original 
proposal. 
 
At the Ofwat charging workshop on 12th September, Ofwat stated that they would 
consider revisions to company default tariff proposals. Subsequent to this workshop, 
and prior to this Draft Determination representation, we made Ofwat aware of our 
plans in this area. 
 

Justification  

 
1. Form of non-household retail price control 
 
In response to Ofwat's IN 14/14, we commissioned DJS Research to seek the views 
of a representative sample of our non-household (NHH) customers on the matters 
raised in the notice. 
 
Two hundred and sixty seven (267) NHH customers participated in our research, 
which was conducted in September. The survey specifically focussed on 
understanding customer’s responses to two options regarding the length of the 
control: 
 
 - Option 1 - Putting in place a simple tariff structure for all NHH customers for the 
next five year period which broadly reflects the retail service costs incurred by each 
individual customer; 
 
 - Option 2 - Putting in place an initial simple tariff structure, with a view to replacing it 
in 2017 with a tariff structure which better reflects the retail service costs incurred by 
each individual customer. 
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Given the complexity of the topic, a telephone methodology was used so that the 
changes in the market and the concept of ‘retail services’ could be fully explained. 
During the interview, respondents were sent stimulus via email (in cases where the 
respondent did not have immediate access to their email account, they were called 
back at a suitable time).  
 
We also used the research to understand:  
 
 - The level of awareness of the changes that are happening in the market amongst 
NHH customers, and the channels through which (if any) they would like to receive 
further information. 
 
 - Acceptability of the proposed retail service charges. 
 
 - Perceived fairness of the proposed factors for calculating retail service charges. 
 
Owing to the short timescales involved, we held two conference calls with our CCG 
to receive their advice on this work. We shared with the CCG the results of the pilot 
research conducted by DJS Research. This helped to simplify the stimulus material 
provided to the participants, and to rationalise the interview script and questions to 
ensure participants understood what they were specifically being asked to consider.  
 
The CCG is supportive of the engagement work Southern Water has done with NHH 
customers in this area. 
 
Research findings 
 
- When our NHH customers were presented with the above choices, they prefered an 
initial simple tariff structure to be put in place, with a view to replacing it in 2017 with 
a tariff which better reflects the retail service costs incurred by each individual 
customer. 
 
- There are many reasons why customers prefer this option, the main ones being the 
opportunity to save money, the fact that it’s a more cost reflective tariff, and also a 
perception that it is fairer if you only pay for what you use and the costs that you 
incur. 
 
- When it was revealed that we were planning to pursue this same option that they 
preferred, the response was positive. They spontaneously cite that it is “sensible”. 
 
These findings support our own view that a shorter price control would be 
appropriate. 
 
We commissioned RAND Europe to conduct a peer review of the research 
undertaken by DJS research. In their report they comment that "This is a solid piece 
of quantitative research.  The sample sizes are reasonable, for a non-household 
survey, and reflect a diverse range of customers.  The information provided in the 
report is clear and allows readers to follow the general structure of the research 
process used, as well as the key findings."  
 
The DJS Research report and the RAND Europe report are included as annexes to 
this document. 
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2. Structure of default tariffs 
 
The default tariff structure that we proposed in our June submission was based on 
default tariffs being set at "site" level, which aligns with the current competitive 
regime under water supply licensing. 
 
However, in recognition of the impending removal of the 5 Ml/a threshold, and Open 
Water's proposed market design to set the lowest level of switching at service point 
level, we believe we need to set our default tariffs at supply point level. By aligning 
with Open Water's proposed market design, we believe that it will make the switching 
process more efficient and a better experience for customers. 
 
Furthermore, we currently raise standing charges at supply point level, so this 
revised approach will represent less of a change for our NHH customers than setting 
default tariffs at site level. 
 
We have revised our proposed default tariffs by allocating costs and net margin at 
supply point level. Our impact analysis on "end bills" based on our original approach 
showed that there were no material adverse impacts for our NHH customers. We 
have performed this analysis based on our revised approach, and are satisfied that 
this remains the case. 
 
We attach our revised Table R4 in accordance with Ofwat's instruction to companies 
at the charging workshop on 12th September. 
 

Annexes    

 
- DJS Research final report on non-household customer research on default tariffs 
 
- RAND Peer review - Investigation into NHH default tariffs 
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1. Executive Summary 
 

Background and objectives 

Southern Water (SWS) is a water and sewerage company providing water to almost 2.4 million 

people and sewerage services to nearly 4.5 million people across Kent, Sussex, Hampshire and 

the Isle of Wight. 

The water and sewerage services market is changing. From April 2017, non-household (NHH) 

customers will be able to switch their water and sewerage retail services supplier.   

• Retail services include things such as meter reading, billing, payment processing, online 

services and handling customer contact. 

 

The current water and sewerage provider will continue to deliver the actual water and sewerage 

service, but customers will be able to select who provides them with retail services. NHH 

customers will be free to negotiate a better package with their current supplier(s) or choose to 

switch to another retail services supplier. 

 

Ofwat, the water services regulation authority, requires each water company to design 

new separate tariffs for retail services, which will come into effect from 1 April 2015. After 

April 2017, customers will stay on this tariff unless they agree a better package with Southern 

Water, or switch to another retail services supplier. 

 

The retail tariffs will be set at a level which will enable the water company to recover the costs 

incurred plus a profit margin. Ofwat will approve the tariffs and set the allowed profit margin. 

 

Every five years, Ofwat sets limits on the prices the water companies can charge their 

customers. The next price review period is 1 April 2015 to 31 March 2020. Given the changes 

taking place and the potential complexity of devising new tariffs, Ofwat has allowed companies 

a choice between: 

 

1. Putting in place a simple tariff structure for all NHH customers for the next 5 year period 

which therefore doesn’t reflect the retail service costs incurred by each individual 

customer 

 

2. Putting in place an initial simple tariff structure, with a view to replacing it in 2017 with a 

tariff which does reflect the retail service costs incurred by each individual NHH 

customer  

 

SWS therefore commissioned DJS Research to obtain some valuable feedback from its NHH 

customers on these options and the associated charges. 

 

Methodology and sample 

A sample of 267 NHH customers were interviewed over the telephone during September 2014, 

using a questionnaire designed by DJS in conjunction with SWS. Soft quotas were applied on 

the type of customer (water only, waste only or dual) and on the size of customer (based on 

water consumption) to ensure that the sample was representative. A. A range of industrial 

sectors were also represented in the research. 
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Key findings 

All customers were presented with the options given to water companies by Ofwat: 

1. Putting in place a simple tariff structure for all NHH customers for the next 5 year period 

which therefore doesn’t reflect the retail service costs incurred by each individual 

customer 

 

2. Putting in place an initial simple tariff structure, with a view to replacing it in 2017 with a 

tariff which does reflect the retail service costs incurred by each individual NHH 

customer  

More customers opted for Option 2 than Option 1.  

 

There are many reasons why customers preferred this option, the main ones being the 

opportunity to save money, the fact that it’s a more cost reflective tariff and also a perception 

that it is fairer if you only pay for what you use.  

When it was revealed that SWS were planning to pursue this option, the response was again 

positive.  

The proposed charges for retail services which will be in place until 2017 were considered to be 

acceptable by the majority of customers, but a significant proportion (31%) couldn’t say whether 

they were acceptable or not. This could either be a factor of the concept of retail charges being 

totally new to customers and them not having any point of comparison, or,that they didn’t know 

which consumption band they would fall into or that they would want to wait and see what 

competitors had to offer. 

Considering the factors that retail service charges may be based on, customers thought it was 

fair for them to be based on method and speed of payment and also method of billing. They did 

not think it was fair to be charged based on contact with the company or their business sector 

(public sector organisations were particularly averse to the latter). Customers may have felt that 

contact is likely to be associated with problems and therefore it is unfair to charge them for 

something that is beyond their control. 

Conclusions 

NHH customers preferred the option which SWS is proposing to pursue (put in place an initial 

simple tariff structure, with a view to replacing it in 2017 with a tariff which reflects the retail 

service costs incurred by each individual customer (option 2). Therefore it is recommended that 

SWS continues to pursue this option but should carefully consider the factors which retail 

charges will be based on (consider removing customer contact and business sector).  
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Customers would like more information about the forthcoming changes to the market, and so 

SWS should ensure that sufficient efforts are made to communicate with them, using a 

combination of email, letters and flyers with / information on bills.  
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2. Introduction 
 

2.1 Background 

Southern Water Services (SWS) is a water and sewerage company providing water to almost 

2.4 million people and sewerage services to nearly 4.5 million people across Kent, Sussex, 

Hampshire and the Isle of Wight. 

The water and sewerage services market is changing. From April 2017, non-household 

customers (NHH) will be able to switch their water and sewerage retail services supplier.   

• Retail services include things such as meter reading, billing, payment processing, online 

services and handling customer contact. 

 

Non-household customer’s current water and sewerage service provider will continue to deliver 

the actual water and sewerage service, but customers will be able to select who provides 

them with retail services. Non-household customers will be free to negotiate a better package 

with their current supplier(s) or choose to switch to another retail services supplier. 

 

Ofwat requires each water company to design new, separate tariffs for retail services, 

which will come into effect from 1 April 2015. After April 2017, customers will stay on this tariff 

unless they agree a better package with SWS, or switch to another retail services supplier. 

 

The retail tariffs will be set at a level which will enable water companies to recover the costs 

incurred plus a profit margin. Ofwat will approve the tariffs and set the allowed profit margin. 

 

Every five years, Ofwat sets limits on the prices the water companies can charge their 

customers. The next price review period is 1 April 2015 to 31 March 2020. Given the changes 

taking place and the potential complexity of devising new tariffs, Ofwat has allowed companies 

a choice between: 

 

 Putting in place a simple tariff structure for all NHH customers for the next 5 year 

period which doesn’t reflect the retail service costs incurred by each individual 

customer (i.e. it will be based on amount of water consumed) 

 Putting in place an initial simple tariff structure, with a view to replacing it in 2017 

with a tariff which does reflect the retail service costs incurred by each individual 

NHH customer (as opposed to being based on the amount of water consumed). 

 

2.2 Research Objectives 

 

SWS primarily wishes to establish which of the options its NHH customers would prefer 

and why. 

 

In addition, SWS would also like to understand: 

• The level of awareness of the changes that are happening in the market amongst non-

household customers, and the channels through which (if any) they would like to receive 

further information 

• Acceptability of the proposed retail service charges 

• Perceived fairness of the proposed factors for calculating retail service charges 
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2.3 Methodology 

Given the complexity of the topic, a telephone methodology was used so that the changes in the 

market and the concept of ‘retail services’ could be fully explained. During the interview, 

respondents were sent stimulus via email (in cases where the respondent did not have 

immediate access to their email account, they were called back at a suitable time).  

The overall content of the questionnaire is shown below (the full questionnaire and stimulus 

material can be found in the Appendix): 

 General introduction to the research, including that SWS wants to understand the views 

of non-household customers in order to develop services and tariffs for retail services  

 Screener questions 

 Introduction to the forthcoming changes in market and brief explanation of retail services  

 Awareness of the forthcoming changes to the market 

 Further information on retail services 

o including how customers are currently charged for them – based on the amount 

of water consumed - and how taking into account factors such as billing 

frequency or how promptly payment is made may better reflect the retail service 

costs incurred 

 The options which Ofwat has given SWS: 

o Putting in place a simple tariff structure for all non-household customers for the 

next 5 year period which doesn’t reflect the retail service costs incurred by each 

individual customer 

o Putting in place an initial simple tariff structure, with a view to replacing it in 2017 

with a tariff which does reflect the retail service costs incurred by each individual 

customer 

 Option preference and reasoning 

 Explanation that SWS plans to pursue the latter option and customer views on this 

 Perceived fairness of SWS charging customers for retail services based on water 

consumption 

 Acceptability of proposed charges for retail services based on water consumption 

 Perceived fairness of individual services/factors for calculating retail services charges 

 Methods which customers would prefer to receive additional information about the 

changes in the market (if any) 

 

On average, the survey lasted sixteen minutes which was longer than anticipated. This was 

largely due to the time spent explaining the forthcoming changes in the market and also 

sending/receiving the stimulus via email. 

 
2.4 Sample 

A sample of 267 NHH customers were interviewed over the telephone during September 2014. 

The customer contact details were supplied by SWS. More specifically, the target respondent 

had to deal with or have sight of their organisation’s water bill. Soft quotas were applied on the 

type of customer (water only, waste only or dual) and on the size of customer (based on water 

consumption) to ensure that the sample was representative.  A range of industrial sectors were 

also represented in the research. See appendix for the respondent profiles.  
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 Despite a quota being set on customer size, not enough large customer contact details were 

provided by SWS to achieve the quota and so the final data was weighted to the correct 

proportions. 

 In total, 1,142 businesses were contacted with a view to participating the research and 

almost 1 in 4 (23%) participated.  

2.5 About This Report 

 

The report comprises the following chapters: 

 

 Awareness of forthcoming changes 

 Option preference 

 Initial retail service tariff (until 2017) 

 Retail service tariff from 2017 

 Additional information 

 Conclusions 

 

Any queries on this report should be directed in the first instance to Ali Sims or Rebecca Harris 

at DJS Research. 
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3. Awareness of forthcoming changes 
 

Awareness of the forthcoming changes in the market amongst NHH customers was very limited, 

with only 14% claiming to be aware that from 2017 they will be able to switch their water and 

sewerage services provider (see Figure 1). However, this is still 9% higher than the 5% who 

were aware of the changes in the Consumer Council for Water’s SME Customer Views 

Research which was conducted early 2014 and which only included small and medium sized 

enterprises in its sample.  

 

In the SWS survey, awareness of the forthcoming changes was substantially higher amongst 

medium/large organisations than small organisations (43% versus 11%). This is not surprising 

given that the market has been open to businesses using over 5Ml of water but not to small 

businesses to date.  

 

Figure 1 - Before today, were you aware that from 2017 business/non-household 

customers would be able to switch their water and sewerage services provider? 
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4. Option preference 

When NHH customers were presented with the future choices set out by Ofwat, 30% were 

unable to say which option they preferred (they said ‘neither’ or ‘don’t know’). This was largely 

driven by customers not having enough information about the proposed options and the 

implication that each option would have on their bill. A small proportion (10% of those who 

preferred neither option) claimed that it was too confusing to make a choice. 

Of those who did have a preference, the majority claimed that they would prefer SWS to put in 

place an initial simple tariff structure, with a view to replacing it in 2017 with a tariff which 

reflects the retail service costs incurred by each individual customer (option 2) (see Figure 2). 

There were no significant differences in the views of small and medium/large businesses. 

Figure 2 - Which of the options would you prefer Southern Water to pursue? 

 

There were many reasons why customers preferred this option, the main ones being the 

opportunity to save money (cited by 50%), the fact that it’s a more cost reflective tariff (40%) 

and also a perception that it is fairer if you only pay for what you use (41%). Furthermore, just 

over a quarter (27%) stated that the increased level of competition in the market and wider 

choice of tariffs were reasons for their preference.  

When it was revealed that SWS were proposing to pursue option 2, the response was again 

positive amongst those who said that they preferred this option.  

“It's great to have the option to save money. If you could choose a different supplier rather than 

fixing for 5 years, that would be amazing.” 

“I think it's good. I would prefer to pay for the actual retail service costs incurred rather than 

having it based on consumption.” 

“Sounds like a good idea and gives people a lot more flexibility.” 
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Amongst those who were originally undecided which option they preferred, the majority 

responded positively when it was revealed that SWS were proposing to pursue option 2, but 

some remained undecided because they didn’t feel like they had enough information. 

“Fine, I would be happy with that as it is probably better not to have something that is set but to 

have something that is open to change.” 

“If it doesn't cost me any more I don't mind at all.” 

“Given the limited information, it sounds like option 2 is better.” 

“Not got enough information. But think it’s a good idea.” 

Amongst those who said that they preferred option 1, when it was revealed that SWS were 

proposing to pursue option 2, some concerns were cited about the complexity of this approach 

and also about the charges not being fixed for the five year period (and going up in 2017).   

“Option 1 seems simpler, if Southern Water go with option 2 they are opening themselves up to 

reviewing the whole billing structure and to customers saying "can you prove the figures you are 

billing me are representing what we are costing you?" How will they track that, it can't be cost 

effective and they could open themselves up to a lot of friction with customers.” 

“As a small business, it makes things more complicated. I’d rather keep things simple.” 

“Well we don't know where we are after 2017 if this is the case. It would better to have a fixed 

fee for the next 5 years.” 

“It’s a money making idea, in 2017 costs will go up. As a small company, I prefer option 1.” 
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5. Initial retail service tariff (until 2017) 

The initial, simple tariff structure which SWS are proposing to put in place until 2017 comprises 

of retail service charges being based on the amount of water consumed (as opposed to the 

retail service costs incurred by each individual customer). A small majority of customers (54%) 

believed that this was a fair approach (see Figure 3). There were no differences in the views of 

small and medium/large businesses or by water only, sewerage only and water & sewerage 

customers. Interestingly, amongst those that considered this approach to be fair versus those 

that considered it to be unfair, there was no difference in which option they preferred. This 

suggests that what sets the options apart is not what the charges are based on but whether they 

are offering fixed or variable pricing. 

Figure 3 - To what extent do you think that it’s fair or unfair for Southern Water to  

charge customers for retail services based on the amount of water consumed rather than 

the retails service costs incurred by each individual 

customer?  

However, it should be noted that although this approach was considered to be fair, customers 

stated a preference for this tariff to be replaced in 2017 with a tariff that reflects the retail service 

costs incurred by each individual customer. Hence it is considered to be a fair tariff structure for 

the interim period but not the preferred tariff structure for the whole five year period.  

The proposed charges for retail services that will be in place until 2017 were considered to be 

acceptable by the majority of customers (45%), but a significant proportion (31%) didn’t know 

whether they were acceptable or not (see Figure 4). Once again, there were no differences in 

the views of small and medium/large customers or by customer type i.e. whether they use water 

services, sewerage services or both from SWS.  

This uncertainly could have either been a factor of the concept of retail services being new to 

customers and them not having any point of comparison, or, it could be that whilst completing 

the survey they didn’t know which consumption band they would fall into. Additionally, some 

customers queried whether their current standing charges would decline to reflect the fact that 

retail services would be charged for separately. This suggests that SWS should make efforts to 

ensure that customers are aware of the impact on their overall bill before launching the new 

tariff in 2015.  

54% 

34% 
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Figure 4 - How acceptable do you consider these charges to 

be?  

Amongst the 25% who considered the charges to be unacceptable, just over a third (36%) 

stated that the charges were too high. In addition, some customers thought that SWS would 

‘make more money’ (18%). There were no differences in responses by business size or 

customer type. 

45% 

25% 
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6. Retail service tariff – from 2017 

When customers were presented with the factors that would drive the service charges, the 

majority believed that it was most fair for the charges to be driven by their chosen method and 

speed of payment and also method of billing (see Figure 5).  Many people (45%) felt that it was 

fair that the service charges be driven by the frequency of meter reading/billing.  

Figure 5 - Please tell me which three services or factors you consider  

to be the most fair for calculating retail service 

charges?  

Customers were most opposed to being charged for retail services based on their contact with 

the company - 30% thought that this was least fair; and their business sector – a further 30% 

thought that this was least fair (see figure 6). Customers may have felt that contact with the 

company could be associated with problems and therefore considered it to be unfair to be 

charged for something that is beyond their control. Public sector organisations were particularly 

averse to being charged based on their sector and sewerage only customers were less likely to 

pick frequency of meter reading. 

 

Figure 6 - Please tell me which one service or factor you consider  

to be the least fair for calculating retail service charges? 
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7. Additional information 
 

The vast majority of customers (94%) indicated that they would like to receive additional 

information on the forthcoming changes in the market. The preferred methods to receive this 

information are via email (56%), on a flyer with the bill (23%) and on the bill itself (17%) (See 

Figure 7). Medium/large companies would also like to receive information via their account 

representative (17%).  

 

Figure 7 – If you were to receive additional information on the changes  

in the market, which of these methods would you prefer? 
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8. Conclusions 

NHH customers prefer the option which SWS were proposing to pursue - put in place an initial 

simple tariff structure, with a view to replacing it in 2017 with a tariff which reflects the retail 

service costs incurred by each individual customer (option 2). Therefore it is recommended that 

SWS - continues to pursue this option.  

The initial simple tariff structure which will be in place until 2017 was considered to be fair and 

the proposed charges for retail services (based on water consumption) were considered 

acceptable. However, SWS should make efforts to ensure that customers are aware of the 

impact on their overall bill before launching them.  

When the initial tariff is replaced in 2017 with one which reflects the retail charges incurred by 

each individual customer, SWS should carefully consider the factors that the charges will be 

based on and should consider removing customer contact and business sector as drivers of 

charges, as there was a perception that it would be unfair to include these. Further research 

may be required to measure the acceptability of the charges associated with each factor. 

The vast majority of customers would like more information about the forthcoming changes to 

the market and so SWS should invest in communications. Email should be the primary channel 

of communication, supported by letters and information on / with their bill (not all NHH’s will 

have access to email, particularly some small organisations). Account teams should also 

communicate with their customers (medium/large organisations). 
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9. Appendices 
 

Appendix 1 – Questionnaire 

 

Introduction 

Good morning/afternoon, my name is . . . . from DJS Research, calling on behalf of Southern 

Water. 

 

This research is being carried out by DJS on behalf of Southern Water. Southern Water really 

wants to understand the views of their business and non-household customers in order to 

develop their services and tariffs that may come into effect from 1 April 2015. As a valued 

business or non-household customer, Southern Water would really appreciate it if you could 

spare a few minutes to complete a short survey.     

 

Please be assured that any answer you give will be treated in confidence in accordance with the 

Code of Conduct of the Market Research Society and none of your comments will be attributed 

to you personally. Any personal information we ask for is purely to classify your answers and will 

not be passed back to Southern Water or any third parties for any marketing or sales purposes. 

 

The survey will take approximately 2 minutes to complete now and then we would like to send 

you some material for you to read during a subsequent interview which would take a further 8 

minutes. 

 

Q1. Can I just check, do you deal with or have sight of your company’s water bills? SINGLE 

CODE 

 

Yes, I deal with my company’s water bill Yes, I have sight of my company’s water 

bill  

No   ASK FOR RELEVANT PERSON 

 

NOTE TO INTERVIEWER: THE RESPONDENT MUST BE THE PERSON RESPONSBIBLE 

FOR PAYING THE WATER BILL/HANDLING QUERIES AND COMPLAINTS/CONTACT ON 

BEHALF OF THE BUSINESS  

 

Q2. First of all, which water company provides your water supply? SINGLE CODE 

 

Southern Water     

Affinity Water Southeast     

Portsmouth Water   

SembCorp Bournemouth Water    

South East Water    

Sutton & East Surrey Water   

Thames Water    

Wessex Water    
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Private supply only   

Other   

     

Q3. And which company provides your sewerage service? SINGLE CODE 

 

Southern Water     

Thames Water    

Wessex Water    

Other     

Septic tank     

Don’t know    

 

 

NOTE TO INTERVIEWER: IF NEITHER WATER NOR SEWERAGE PROVIDED BY 
SOUTHERN WATER – THANK AND CLOSE. NB: THIS IS UNLIKELY AS WE ARE WORKING 
OFF CUSTOMER LISTS 

 

 
DUAL CUSTOMERS (BOTH WATER AND SEWERAGE SERVICES PROVIDED BY 
SOUTHERN WATER AT Q2/Q3 / Q3b) 
WATER ONLY CUSTOMERS (WATER SERVICES ONLY PROVIDED BY SOUTHERN 
WATER AT Q2) 
WASTE ONLY CUSTOMERS (SEWERAGE SERVICES ONLY PROVIDED BY SOUTHERN 
WATER AT Q3 / Q3b) 
 

SOFT QUOTA ON CUSTOMER TYPE  

WATER ONLY – 14%, SEWERAGE ONLY – 44%, DUAL CUSTOMERS - 42% 

 

Q4. How many employees are there in your company? SINGLE CODE 

1 - 9    

10 – 49   

50 – 99   

100 – 249    

250 - 499  

500 +  

Don’t know   

 

Q5. How would you classify the nature of your business? SINGLE CODE / NOTE TO 

INTERVIEWER: DO NOT READ OUT BUT CODE BELOW 

A Agriculture, Forestry And Fishing   

B Mining And Quarrying   

C Manufacturing   

D Electricity, Gas, Steam And Air Conditioning Supply   

E Water Supply; Sewerage, Waste Management and Remediation 

Activities 
THANK / CLOSE 
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F Construction  

G Wholesale and Retail Trade; Repair Of Motor Vehicles And 

Motorcycles 
  

H Transportation and Storage  

I Accommodation and Food Service Activities   

J Information and Communication  

K Financial and Insurance Activities   

L Real Estate Activities   

M Professional, Scientific and Technical Activities   

N Administrative and Support Service Activities  

O Public Administration and Defence; Compulsory Social Security   

P Education  

Q Human Health and Social Work Activities   

R Arts, Entertainment and Recreation  

S Other Service Activities   

Other (specify)  

 

Before we complete the next part of the interview I’d like to send you an email with some 

material to refer to.  Please can I have your email address? 

Email address:______________ ____________________________ 

 

NOTE TO INTERVIEWER: SCHEDULE TIME TO CALL BACK AND SEND SHOWCARDS VIA 

EMAIL 

 

Introduction 

Good morning/afternoon, my name is . . . . from DJS Research, calling on behalf of Southern 

Water. I am calling you back to complete a survey which you recently took part in. The part of 

the survey will take approximately 8 minutes to complete. 

First I’d like to tell you about some changes which will be happening in the water and sewerage 

industry.   

From April 2017, all business / non-household customers will be able to switch their water and 

sewerage retail services supplier.  

Retail services include things such as meter reading, billing, payment processing, online 

services and handling customer contact. 

• Your current water and sewerage provider will continue to deliver the actual water and 

sewerage service, but you will be able to select who provides you with retail services.  

• Non-household customers will be free to negotiate a better package with their current 

supplier(s) or chose to switch to another retail services supplier. 

The water industry regulator, Ofwat, requires each water company to design new separate 

tariffs for retail services, which will come into effect from 1 April 2015 and be applied to all non-
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household customers. After April 2017, customers will stay on this tariff unless they agree a 

better package with Southern Water, or switch to another water services retailer. 

The retail tariffs will be set at a level which will enable the water company to recover the costs 

incurred plus a profit margin. Ofwat will approve the tariffs and set the allowed profit margin.  

Q6.  Before today, were you aware that from 2017 business/non-household customers would 

be able to switch water and sewerage service provider? SINGLE CODE 

Yes   

No   

 
I’d now like to go into more detail about the retail changes. 
 
Currently, retail charges are “built in” to water / waste water charges and are based on the 
amount of water consumed and the volume and nature of the wastewater returned to the 
sewerage system.  
 
However, this might not always best reflect the actual cost of providing retail services to each 
individual business / non household, which depends on other factors such as billing frequency 
or how promptly payment is made.  
Taking all these factors into account when calculating charges would better reflect the costs 
incurred for each customer. This would result in a more complex charging structure and take a 
while to put in place.  
 
Every five years, Ofwat sets limits on the prices the water companies can charge their 
customers. The next price review period is 1 April 2015 to 31xMarch 2020. Given the changes 
taking place in 2017 and the potential complexity of devising new tariffs, Ofwat has allowed 
companies a choice between: 
 
Option 1 - Putting in place a simple tariff structure for all non-household customers for the next 5 
year period which therefore doesn’t reflect the retail service costs incurred by each individual 
customer 
 
Option 2 - Putting in place an initial simple tariff structure, with a view to replacing it in 2017 with 
a tariff which does reflect the retail service costs incurred by each individual customer 
 
 
Q7.  Please look at the first slide titled “Showcard 1” and tell me, which of the options would 

you prefer Southern Water to pursue? SINGLE CODE  
 
Option 1   

Option 2   

Neither   
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ASK Q8a IF SELECTED OPTION 1 AT Q7 ONLY 

Q8a. Why do you say that? MULTICODE / RANDOMIZE 

 

Price certainty   

Simpler tariff structure   

Other  - write in   

 

 

ASK Q8b IF OPTION 2 SELECTED AT Q7 ONLY 

Q8b. Why do you say that? MULTICODE / RANDOMIZE 

 

Fairer   

More cost reflective tariff   

Wider choice of tariffs   

Opportunity to save money   

Other - write in  
 

 

 
ASK Q8c IF NEITHER SELECTED AT Q7 ONLY 

Q8c.  Why do you say that? OPEN 

 
Q9. Southern Water currently plans to choose Option 2. What are your views on this? OPEN  

Q10. To what extent do you think that it’s fair or unfair for Southern Water to charge customers 

for retail services based on the amount of water consumed rather than the retail service 

costs incurred by each individual customer? SINGLE CODE 

Very fair   

Fair   

Unfair   

Very unfair   

Don’t know (Do not read out) 

 
 

Please now look at the third slide titled “Showcard 3”. This show card shows the charges for 

retail services based on consumption which Southern Water are proposing to use to calculate 

retail service charges from 1 April 2015. Please remember, water and sewerage charges will 

be additional to these charges and would continue to be based on consumption. Depending 

upon the outcome of this research, Southern Water would like to replace this structure with a 

fairer, more cost-reflective structure on 1 April 2017.  

Q11. How acceptable do you consider these charges to be? SINGLE CODE 

Very acceptable   

Acceptable   

Unacceptable   

Very unacceptable   

Don’t know (Do not read out) 

Q11a. Why do you say that? OPEN 
 

Read out: Now please now look at the final slide titled “Showcard 4”. This shows in more 

detail what services and other factors the retail service charges could be based on. 
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Q12. Looking at the card… 

 Please tell me which three services or factors you consider to be the most fair for 

calculating retail service charges? MULTICODE / UP TO THREE 

 And which service or factor do you think is least fair for calculating retail service charges? 

SINGLE CODE 

 

T
o
p

 3
 

m
o

s
t 
fa

ir
 

L
e
a

s
t 
fa

ir
 

Business sector in which they operate (e.g. manufacturing, public sector, 
retail) 

  

Method of payment (e.g. direct debit, cash)   

Speed of payment (e.g. monthly, quarterly)   

Frequency of meter reading / billing (e.g. monthly, quarterly)   

Use/Non-use of online services   

Customer contact (e.g. type / frequency)   

Method of billing (e.g. paper / online)   

 

 

 

Q13. If you were to receive additional information on the changes in the market, which of 

these methods would you prefer? MULTICODE / RANDOMISE 

Targeted press   

Letter   

Trade / Business press   

Flyer with bill   

Website   

Email   

TV   

On the bill   

In person (i.e. via your account rep) ONLY APPLICABLE FOR LARGE 
CUSTOMERS 

 

Other – please specify   

None of these  

 

Q14. Finally, would you be willing to be re-contacted via email should we have any further 

questions in relation to this research? SINGLE CODE 

Yes   

No   

 

 

THANK YOU FOR YOUR HELP IN THIS RESEARCH      

This research was conducted under the terms of the Market Research Society (MRS) code of 

conduct and is completely confidential.  If you would like to confirm DJS Research’s credentials 

please call the MRS free on 0500 396999. 
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We would be grateful if you could provide your name and telephone number for quality control 

purposes.  Please note that these will only be used by our quality control team and will not be 

passed onto any third parties. 

 
Appendix 2 – Show cards 
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Appendix 3 – Respondent profile 

 

Customer type 

Which company provides your water supply?  

And which company provides your sewerage service? 

 
 

Customer size 
Classified using consumption data supplied by Sothern Water  

(Small = <1 ML, Medium = 1 to 5 ML, Large = >5 ML) 
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Number of employees 

How many employees are there in your company? 

 
 

Business sector 
How would you classify the nature of your 

business?
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Investigation into NHH Default Tariffs – Main Report 
 

Introduction 

RAND Europe were previously commissioned by Southern Water to undertake a peer review of the 
programme of research undertaken to support the development of the Strategic Statement and 
Business Plan which formed the basis of the inputs for submission in Ofwat’s PR14 price review. 

Since then, Southern Water has undertaken further research to obtain feedback from its non-
household (NHH) customers on retail tariffs. This work is motivated by changes being implemented 
in the water and sewerage services market from April 2017, specifically, where NHH customers will 
be able to switch their water and sewerage retail services supplier.  Retail services include things 
such as meter reading, billing, payment processing, online services and handling customer contact. 

The main report provides a description of the research undertaken and the findings.  

Review of the research approach 

This research was undertaken using interviews with non-household (NHH) customers. Given the 
complexity of the topic, a telephone methodology was employed so that the changes in the market 
and the concept of ‘retail services’ could be fully explained to consumers. During the interview, 
respondents were sent stimulus material via email (in cases where the respondent did not have 
immediate access to their email account, they were called back at a suitable time).  

Two hundred and sixty seven (267) NHH customers participated in the survey in September 2014, 
using a questionnaire designed by DJS in conjunction with SWS. Interviews were conducted with 
individuals who had to deal with or had sight of their organisation’s water bill.  Soft quotas were 
applied on the type of customer (water only, waste only or dual) and on the size of customer’s 
organisation (based on water consumption) to ensure that the sample was representative.  

The short survey specifically focussed on understanding customer’s responses to two options: 

Option 1 - Putting in place a simple tariff structure for all non-household customers for the next 5 
year period which therefore doesn’t reflect the retail service costs incurred by each individual 
customer 

Option 2 - Putting in place an initial simple tariff structure, with a view to replacing it in 2017 with 
a tariff which does reflect the retail service costs incurred by each individual customer” 

It also investigated: 

• Consumer’s level of awareness of the changes that are happening in the market amongst 
non-household customers, and the channels through which (if any) they would like to 
receive further information 

• Acceptability of the proposed retail service charges 

• Perceived fairness of the proposed factors for calculating retail service charges 

The report usefully sets out the research method. An Appendix is provided describing the 
characteristics of the sample (Appendix 3), but it is not clear how these compare with SWs customer 
base (although the report indicates that not enough large businesses were incorporated in the 
survey)?  It would be helpful to include a table illustrating the representativeness of the sample, by 
customer type and size, although it is noted in the report that the final data has been reweighted to 
reflect Southern Water’s customer profile. Also, it would be useful to report whether incentives 
were paid to customers.  It is very helpful to have information on survey response rates, which are 
reasonably high, given the survey sample and methodology. 
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Review of the analysis of the survey 

The results are presented clearly. It would be helpful to include the sample size information (n=267) 
on the charts, in case these are used elsewhere. 

Other comments on the research and report 

This is a solid piece of quantitative research.  The sample sizes are reasonable, for a non-household 
survey, and reflect a diverse range of customers.   

The information provided in the report is clear and allows readers to follow the general structure of 
the research process used, as well as the key findings.  

It would be interesting to know whether the authors feel that there are any specific caveats on the 
findings from the research. 

There would be benefits in having the report formally copy-edited to ensure that there are no typing 
or grammatical errors in the report. 
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Scoring of the research report 

As with our review of previous rounds of research we have assigned scores, based upon a scheme 
used internally at RAND Europe, to assess the strength of the research across a range of criterion. 
Each criterion is assigned a score from 1-6, the full details of the scoring ladders are provided in 
Appendix A. 

For our own research we require that all criteria have a score of 4 or higher before we sign them off 
for publication within the public domain. However, it should be noted that the scoring ladder sets a 
high standard and it is relatively rare that a study receives a score of 6 on any of the criterion. 

The scores for this piece of research are summarised below: 

 The problem should be well formulated and the purpose of the study should be clear. 
4 - Problem is effectively formulated and the purpose of the study is clear. 
 

 The study approach should be well designed and executed. 
4 - The design uses appropriate methods and execution is effective. 
 

 The study should demonstrate understanding of related studies. 
na - This criterion is not relevant for the report/deliverable being reviewed. 
 

 The data and information should be the best available. 
4 - Appropriate data has been collected or used. 
 

 Assumptions should be explicit and justified. 
na - This criterion is not relevant for the report/deliverable being reviewed. 
 

 The findings should be important, advance knowledge and bear on important policy issues. 
4 - The project usefully increases understanding of the area. 
 

 The implications and recommendations should be logical, warranted by the findings, and 
explained thoroughly, with appropriate caveats. 
na - This criterion is not relevant for the report/deliverable being reviewed. 
 

 The documentation should be accurate, understandable, clearly structured and temperate in 
tone. 
4 - The documentation is accurate, understandable suitably structured and temperate in 
tone. 
 

 The study should be compelling, useful, and relevant to stakeholders and other 
decisionmakers. 
4 - The report is clearly relevant to the client and explicitly lays out how they can use this 
knowledge 
 

 The study should be objective, independent, and balanced. 
4 - The work demonstrates objectivity, independence and balance. 

 

It can be seen that this piece of research scores well against the criterion considered. Under this 
scoring ladder the research would be judged as appropriate for publication at RAND Europe. 
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Appendix A: RAND Europe’s quality standards 

Quality assurance (QA) is a vital part of all RAND Europe’s work. All reports are reviewed by two 
individuals independent of the study team prior to publication. 

To provide an overview of quality at RAND Europe, we use a scoring system as part of our reviewing 
process. The system is based on the ten RAND criteria for quality. Providing scores ensures that all 
the quality criteria are considered as part of the review, and clearly identifies areas where the 
reviewer may feel they do not have appropriate expertise to pass judgment. 

Scoring is not a replacement for qualitative reviews; rather it is intended to complement them: for 
individual pieces of work it acts as an unambiguous signal of the strengths and weaknesses.  

Each criterion is scored on a scale of 1 to 6. The criteria are: 

 The problem should be well formulated and the purpose of the study should be clear. 

 The study approach should be well designed and executed. 

 The study should demonstrate understanding of related studies. 

 The data and information should be the best available. 

 Assumptions should be explicit and justified. 

 The findings should be important, advance knowledge and bear on important policy issues. 

 The implications and recommendations should be logical, warranted by the findings, and 
explained thoroughly, with appropriate caveats. 

 The documentation should be accurate, understandable, clearly structured and temperate in 
tone. 

 The study should be compelling, useful, and relevant to stakeholders and other 
decisionmakers. 

 The study should be objective, independent, and balanced. 

The 1 to 6 scales are defined by language ladders that describe each score. These can be generalised 
as follows: 

6 - Exceptional work: creative, novel, innovative, adds to and extends current best practice. 
As a rule of thumb this would probably be the best piece of work you have seen in the last 
year. 

5 - Excellent work at the cutting edge of current practice. 

4 - High quality work that reaches the standards required for publication. 

3 - Needs minor refinement or correction that does not affect the conclusions of the study, 
but may require minor caveats. 

2 - Needs significant revision that may affect the conclusions of the study. 

1 - Fundamentally flawed. 

nex - The reviewer does not have the expertise to assess the work against this criterion. 

na - This criterion is not relevant for the report/deliverable being reviewed. 

For our own research we require that all criterion have a score of 4 or higher before we sign them 
off for publication within the public domain. However, it should be noted that the scoring ladder sets 
a high bar and it is relatively rare that a study receives a score of 6 on any of the criterion. 

We have applied this scoring system to provide Southern Water with an overview of the strengths 
and weaknesses of the research reported from each wave of the research. 
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The detailed scoring ladder 

The ladders for each criterion are given below. It is important to note that few projects are expected 

to score 6; indeed many could not achieve the highest scores because of the scope of the project. 

The key is that all reports must achieve at least a 4 against all criteria. 

1. The problem should be well formulated and the purpose of the study should be clear. 

6 - Problem is formulated in a novel and innovative way that allows it to be more effectively 

addressed than was previously possible, and the purpose of the study is clear. 

5 - Problem is formulated in a way that puts it at the cutting edge of work in the area, and 

the purpose of the study is clear. 

4 - Problem is effectively formulated and the purpose of the study is clear. 

3 - Formulation of problem needs minor revision and findings may require additional 

caveats, or the problem is not clearly stated. 

2 - Flaws in the formulation of the problem mean that the study findings need modification 

or that caveats should be added. 

1 - Formulation of the problem is fundamentally flawed and cannot support the findings, or 

the problem is not adequately defined. 

nex - The reviewer does not have the expertise to assess the work against this criterion. 

na - This criterion is not relevant for the report/deliverable being reviewed. 

2. The study approach should be well designed and executed. 

6 - The study design advances conceptual thinking, develops new methods (or employs 

methods new to the area) and the execution is exemplary. 

5 - The design uses fully justified cutting edge methods and execution is robust. 

4 - The design uses appropriate methods and execution is effective. 

3 - Design or execution is imperfect, needing a small amount of additional analysis or 

additional caveats. 

2 - Design, methods or execution has significant flaws that would undermine the credibility 

of the work, require significant additional work and/or entail major changes to the findings. 

1 - Flaws in design or execution mean that it is impossible to make useful findings. 

nex - The reviewer does not have the expertise to assess the work against this criterion. 

na - This criterion is not relevant for the report/deliverable being reviewed. 

3. The study should demonstrate understanding of related studies. 

6 - The work does an outstanding job of synthesizing current and past research in the area 

and brings in relevant work from other fields. 

5 - The work demonstrates a wide understanding of current and past research in the field. 

4 - Appropriate understanding of previous research is demonstrated. 

3 - There are minor shortfalls in the understanding of previous research that should be 

addressed. 

2 - There are significant shortfalls in the understanding of previous research that could affect 

the findings or undermine the credibility of the work. 
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1 - Serious misunderstandings of previous research and the context for the current study 

jeopardize the findings of the study or its credibility. 

nex - The reviewer does not have the expertise to assess the work against this criterion. 

na - This criterion is not relevant for the report/deliverable being reviewed. 

4. The data and information should be the best available. 

6 - New types of data have been brought to bear on the question. 

5 - State-of-the-art data sources have been developed or used. 

4 - Appropriate data has been collected or used. 

3 - Additional data sources should be taken into account or minor caveats may need to be 

added. 

2 - Significant additions need to be made to the data sources that are likely to require 

changes to the findings of the study, or the addition of major caveats. 

1 - Data sources are inappropriate and unable to support the implications and 

recommendations of the study. 

nex - The reviewer does not have the expertise to assess the work against this criterion. 

na - This criterion is not relevant for the report/deliverable being reviewed. 

5. Assumptions should be explicit and justified. 

6 - Old assumptions have been overturned or rendered unnecessary, those assumptions that 

remain are clearly justified. 

5 - All assumptions are thoroughly justified and their implications fully explained. 

4 - Reasonable assumptions are made and explained. 

3 - Assumptions need more effective justification. Additional caveats may be required. 

2 - Unreasonable assumptions have been made that will require changes to the findings of 

the study, or the addition of major caveats. 

1 - The assumptions made are so unreasonable as to render the analysis meaningless. 

nex - The reviewer does not have the expertise to assess the work against this criterion. 

na - This criterion is not relevant for the report/deliverable being reviewed. 

6. The findings should be important, advance knowledge and bear on important policy issues. 

6 - Project provides a paradigm-shifting addition to understanding. 

5 - Project advances knowledge in important ways and brings new viewpoints to bear on the 

question. 

4 - The project usefully increases understanding of the area. 

3 - Project contains findings that advance knowledge, but the report needs modifying so that 

these findings are made clearer to the reader. 

2 - The projects findings do not usefully add to knowledge in the area. 

1 - Project is in danger of decreasing understanding in the area by propagating myths and 

inaccuracies. 

nex - The reviewer does not have the expertise to assess the work against this criterion. 

na - This criterion is not relevant for the report/deliverable being reviewed. 
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7. The implications and recommendations should be logical, warranted by the findings, and 

explained thoroughly, with appropriate caveats. 

6 - There is a clear link between implications, recommendations and findings. Caveats are 

well explained and implications drawn. There is an elegant consideration of possible counter 

arguments or alternative explanations for the findings. 

5 - There is a clear link between implications, recommendations and findings. Caveats are 

well explained and implications drawn.  

4 - Report effectively links the  findings to the implications and recommendation. Caveats 

are appropriate. 

3 - The report needs to better explain the link between implications and recommendations 

and the findings or provide more clarity with respect to the caveats.  

2 - Some recommendations and implications in the report are not fully supported by the 

findings, the former needing slight amendment; or additional caveats are required 

1 - The recommendation and implications are not supported by the findings requiring 

significant modification, additional research or major additional caveats. 

nex - The reviewer does not have the expertise to assess the work against this criterion. 

na - This criterion is not relevant for the report/deliverable being reviewed. 

8. The documentation should be accurate, understandable, clearly structured and temperate in 

tone. 

This criterion covers explanation of methods as well as results, conclusions and recommendations. 

6 - The documentation is accessible, clear, well structured and elegant. It effectively uses 

diagrams, illustration and the written word. It is temperate in tone. 

5 - The documentation is easily accessible to its key audience, accurate and well structured, 

and temperate in tone. 

4 - The documentation is accurate, understandable suitably structured and temperate in 

tone. 

3 - The documentation needs minor reviews and corrections or needs tempering. 

2 - The documentation needs significant revision in structure and content or is strident in 

tone. 

1 - The documentation is difficult to understand in both detail and structure and requires 

complete revision. 

nex - The reviewer does not have the expertise to assess the work against this criterion. 

na - This criterion is not relevant for the report/deliverable being reviewed. 

9. The study should be compelling, useful, and relevant to stakeholders and other decisionmakers. 

6 - The report makes clear its relevance to a broad range of stakeholders and 

decisionmakers; and provides a strategic consideration of how its recommendations could 

be implemented. 

5 - The report is clearly relevant to the client and others; and explicitly lays out how they can 

use this knowledge. 

4 - The report is clearly relevant to the client and explicitly lays out how they can use this 

knowledge 
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3 - Report does not make clear how its findings are of relevance to policy makers. 

2 - The report needs significant revision to make clear how its findings could be used by the 

client. 

1 - It isn’t clear how the knowledge produced could be used in any meaningful way. 

nex - The reviewer does not have the expertise to assess the work against this criterion. 

na - This criterion is not relevant for the report/deliverable being reviewed. 

10. The study should be objective, independent, and balanced. 

This criterion relates specifically to how the researchers made sure the research was objective, 

independent and balanced. Scoring a 6 would mean that researchers had developed particular 

techniques to ensure objectivity, etc., such as an improved method of blinding peer review. 

6 - The work develops new methods to ensure objectivity, independence and balance, and 

demonstrates their effectiveness. 

5 - The work explicitly uses state of the art techniques to assure objectivity, independence 

and balance. 

4 - The work demonstrates objectivity, independence and balance. 

3 - Minor problems with objectivity or apparent conflict of interest issues require additional 

caveats or justification. 

2 - Significant problems with objectivity or apparent conflicts of interest could affect 

conclusions or credibility. 

1 - The work is seriously compromised by conflict of interest. 

nex - The reviewer does not have the expertise to assess the work against this criterion. 

na - This criterion is not relevant for the report/deliverable being reviewed. 
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Appendix B: The peer reviewer 

Charlene Rohr is the Director of RAND Europe’s Choice Modelling and Valuation Group. She has over 
twenty years of applied experience in the modelling of choice behaviour, quantifying consumers’ 
preferences and modelling the impacts of policy interventions to studies within the telecoms, 
environmental, health and postal sectors. She has recently led studies to quantify demand for high-
speed rail services in Britain, a study to examine the impact of multibuy promotions on alcohol 
purchasing for HRMC, and a study for the European Commission using stated preference choice 
experiments to quantify consumers’ preferences for postal services in three European Member 
States. She has acted as an internal peer reviewer on research undertaken at RAND Europe to 
support water companies in previous price review rounds. She has also led work on customer 
priorities for Ofgem. She is a highly experience researcher and manager and has worked with a range 
of UK and European public and private sector clients. 

Charlene is an experienced peer reviewer, and was awarded as RAND Europe’s Quality Assurance 
Reviewer of the Year in 2013. She has acted in academic peer review roles for a range of journals 
and conferences, and has undertaken reviews of grant applications for funding bodies. She regularly 
act as quality assurance reviewers for RAND Europe reports, both for research reports in their direct 
areas of expertise and for reports outside of these areas where she brings the eye of an informed lay 
reader. She understands the benefits that peer review can provide and is used to applying these 
principles in a contract research environment where honest appraisal is required within an 
appreciation of the context in which the work was undertaken and the resource available to commit 
to it. 
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