
Ψ²ŀǘŜǊ нлнлΩ 
Long term challenges and uncertainties  

for the water sector of the future 

This paper has been written by Anglian Water, United Utilities and Yorkshire Water as a 
ŎƻƴǘǊƛōǳǘƛƻƴ ǘƻ ²ŀǘŜǊ нлнлΣ hŦǿŀǘΩǎ ǇǊƻƎǊŀƳƳŜ ŦƻǊ ŘŜǘŜǊƳƛƴƛƴƎ ǘƘŜ ŦƻǊƳ ƻŦ ǘƘŜ нлмф 
review of water price controls. 



LONG TERM CHALLENGES & UNCERTAINTIES FACING THE SECTOR  
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CURRENT 

EVIDENCE  

BASE 

ÅCompany business plans / SDS plans  
ÅWater 4 Life  
ÅPitt & Cave Reviews 
ÅWater industry thought leadership 

papers 

ÅValuing natural capital  papers 
ÅWEF Annual Risk Report 2015 
ÅA4S Managing Future Uncertainty / 

Natural Capital papers  
ÅTideway case study 

ÅPR14 Customer research 
Å Investor surveys 

 
ÅPLUS SPECIFIC RESEARCH  

(PER ISSUE AND COMPANY ) 

Å Collate and understand the evidence base. 

Å Understand interrelatedness of issues and impacts, and their prioritisation. 

ÅWhat is the scale of and uncertainty associated with the challenge? 

ÅWhat are the implications?  What are the risks and opportunities? 

ÅWhat questions does this present? 



POPULATION AND HOUSEHOLD GROWTH 

²ƘŀǘΩǎ ǘƘŜ ŜǾƛŘŜƴŎŜ ōŀǎŜΚ 
Å UK population to increase to 73.3m by 2037 

(2013, pop. of 64.1m).   

Å Faster than average growth forecast in water 
stressed areas: London 13%, SE 7.8%, East 
(8.6%) over next 10 years.  

Å Number of households in England projected 
to increase from 22.3 million (2012) to 27.5 
million (2037). 

What are the potential implications? 
Å Increased demand for water and sewerage services, and the 

cost of investment to maintain services. 
Å Increased environmental pressures: biodiversity implications 

of greater abstraction, carbon impact from energy / chemical 
use. 

Å Increased surface run off from household building and 
urbanisation, increasing risk of overloaded sewers. 

Å More customers to spread cost of services over ς eases 
affordability challenges. 

Å Water efficiency opportunities. 
Å Investors see potential for RCV growth. 

What are the key questions? 
Å How does population growth impact the average bill? 
Å How to inform and engage customers about long term 

pressures, desired levels of service and the resultant water 
bill? 

Å How to encourage more sustainable behaviours? 
Å What is the role of metering in encouraging efficiency and 

delivering the fairest way to pay? 
Å What will be the detailed approach to abstraction reform? 
Å Do we need a fundamentally different approach to water 

resources within and between regions? 
Å How do we plan correctly so that water resources and 

infrastructure are not a restriction on growth?   
Å Should we influence national and regional government to 

guide population growth away from water stressed areas? 

Population change 
is forecast to be 
uneven over the 
country causing 

different levels of 
pressure for 

different 
companies 
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CLIMATE CHANGE 

²ƘŀǘΩǎ ǘƘŜ ŜǾƛŘŜƴŎŜ ōŀǎŜΚ 
Å ¢ƘŜ ǿƻǊƭŘΩǎ ŎƭƛƳŀǘŜ Ƙŀǎ ŎƘŀƴƎŜŘΦ LƴŎǊŜŀǎƛƴƎ ŜǾƛŘŜƴŎŜ 

links emissions and specific extreme weather events.   

Å All UKCP09 scenarios suggest summer rainfall will 
decrease and winter rainfall increase at the 50th 
percentile.  

Å Defra, Ofwat and water company risk assessments 
identify priority risks to water supply and flood 
resilience 

What are the potential implications? 
Å Increased investment needed to maintain resilient 

service, resulting in affordability pressures.   

Å We need to change customer, supplier and employee  
behaviours to drive emissions reduction and 
innovation. 

Å Water companies have substantial scope to generate 
cost-effective renewable energy (saving customers 
money, but requiring upfront capital investment). 

Å A driver for innovation and financial, carbon and 
resource efficiency. 

Å Basing extreme weather risk analysis on past 
experience may not be sufficient. 

What are the key questions? 
Å How do we plan for an uncertain future climate? 

Å How do we inform and engage customers about long 
term pressures, desired levels of service and the 
resultant water bill? 

Å What is the role of metering in encouraging water 
efficiency and delivering the fairest way to pay? 

Å What is the right balance in protecting the water 
environment and the atmospheric environments? 

Å Do water companies have a role in reducing their 
own carbon emissions? 

 

 

Climate change is 
likely to result in more 
regular infrastructure 

failure caused by 
extreme rainfall, 

predicted to  
increase in frequency. 
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ENVIRONMENTAL LEGISLATION & ABSTRACTION 

²ƘŀǘΩǎ ǘƘŜ ŜǾƛŘŜƴŎŜ ōŀǎŜΚ 
Å C£50bn investment since privatisation on quality and 

service improvements. River & bathing quality improved 

Å But through point solutions, little focus on diffuse 
pollution 

Å ά9ŀǎȅ ǎǘǳŦŦέ ŘƻƴŜ όŀǘ ŀ ŎƻǎǘύΣ .¦¢ ƭŜƎƛǎƭŀǘƛǾŜ ƻōƭƛƎŀǘƛƻƴǎ 
remain: Water Framework Directive, Urban Wastewater 
Treatment Directive, Habitats Directive, Bathing Water 
5ƛǊŜŎǘƛǾŜΣ {ƘŜƭƭŦƛǎƘ 5ƛǊŜŎǘƛǾŜΧ 

Å Water security threatens Public Water Supply, Agriculture, 
Energy, other abstractors AND the environment.   

Å Customer & stakeholder expectations are increasing 
pressure to improve the natural environment 

Å New emerging threats: micro-pollutants, chemicals, 
ŜƴŘƻŎǊƛƴŜ ŘƛǎǊǳǇǘƻǊǎΧ !b5 ȊŜǊƻ ǘƻƭŜǊŀƴŎŜ ŦƻǊ ŦŀƛƭǳǊŜΥ ƴŜǿ 
sentencing guidelines resulting in significant fines. 

What are the potential implications? 
Å Need to work collaboratively with others: 

ï Catchment management and ecosystem services: end 
of pipe  solutions not sustainable 

ï Multi-sector water resource strategic planning and 
abstraction reform and trading 

Å Long term sewerage planning to meet customer expectations 
and needs of the environment. 

Å New sentencing guidelines will shift Cost Benefit equation: 
significant fines even where no actual environmental damage 
and low/no culpability.  Has the potential to distort investment 
away from real improvements. 

Å Need to move towards circular economy: UK interpretation of 
EU guidance can be restrictive ς definition of waste 

Å  Need changes in customer behaviour ς acceptability of 
recycled water, misuse of sewers etc. 

What are the key questions? 
Å How can we collaborate: multi-sector resource plans, 

ŎŀǘŎƘƳŜƴǘ ƳŀƴŀƎŜƳŜƴǘΣ ŜŎƻǎȅǎǘŜƳ ǎŜǊǾƛŎŜǎΚ  ²ƘŀǘΩǎ ǘƘŜ role 
of markets/regulation (Ofwat/EA)? How should multi-sector 
assets be financed? 

Å How do we take account of sentencing guidelines in decisions 
to invest: are standards and prosecution policies appropriate? 

Å Can we cut red tape and shape EU legislation? 
Å How do we work with customers to change behaviours and 

acceptability of water recycling? 
Å ²ƘŀǘΩǎ ǘƘŜ LƳǇŀŎǘ ƻƴ ōƛƭƭǎ ŀƴŘ ŀŦŦƻǊŘŀōƛƭƛǘȅΚ 

River Aire at Castleford in the 
1970s (left) and now (above), 
showing improvement in river 
water quality and amenities 
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