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1
The conference discussion and its outputs

The approach of the PR09 price review has focussed attention on the need to debate the requirement for investment in key areas such as water resources, drinking water quality, the quality of surface and ground water bodies, and drainage and flood protection. Ultimately, Ofwat will set the price limits under the guidance of ministers, but stakeholders must be given the opportunity to put forward their views. In order to provide value for customers’ money, the eventual investment programme should be effectively and economically delivered by utilities, suppliers, contractors and consultants and tools such as integrated catchment management and water safety plans should have a major role to play. 

The conference was therefore organised to consider these issues and make recommendations for action. It was also considered to be timely to revisit a number of general issues, such as funding sustainable development, financial incentives and capital maintenance, that were discussed at the successful November 2005 CIWEM conference. 

This conference aimed to provide a neutral forum to discuss water economic regulation in general and PR09 in particular. Key objectives were to:

· help clarify the relative priorities for investment in the water industry as a whole; 

· review the key general issues affecting the water industry in the run-up to PR09;

· suggest means by which these might be addressed; and

· make progress in ensuring a common understanding of data and terminology

The outcomes from the conference are summarised in the following sections, but more information can be obtained from the Excel spreadsheet entitled PR09 outcomes spreadsheet.
2
Issues to be addressed
In the first two sessions of the conference the proposed broad structure of the PR09 process was outlined, following which presentations concentrated on a variety of specific issues. At the end of these sessions, and in the light of the presentations and subsequent discussions, delegates were asked to consider which issues they considered to be the most important.  A form was provided on which up to three issues could be written in. 107 delegates contributed 313 responses and these are summarised below.
For reporting purposes the issues were grouped into categories. However since the delegates’ entries were in “free format” form, inevitably some fell into more than one category and consequently judgement had to be exercised in making these allocations.  The original submissions and grouping into categories can be inspected in the PR09 outcomes spreadsheet.
Table 1 shows the number of votes for each of the suggested improvement categories given by the delegates. The spread of issues is also illustrated in a pie chart as Figure 1. It can be seen from these that many of the issues focussed on ensuring that the outcomes of the investment programme met the perceived needs. In this context it is interesting that the issue that received the highest number of mentions was that plans should focus on the needs of the customer. Other “outcomes” issues included ensuring that an appropriate balance was reached between water supply and demand and that the requirements of the Water Framework Directive were achieved, although other delegates raised the general issue of meeting relevant water quality and environmental outcomes and obligations.
Table 1
 List of issues that delegates considered should be addressed   
	Description
	Number of mentions

	Focus on customers needs
	35

	Capital maintenance
	34

	Sustainability 
	28

	Supply/demand balance
	25

	Water Framework Directive
	25

	Climate change/reduce energy use
	23

	Long-term planning
	21

	Catchment solutions
	18

	Water quality/environmental outcomes
	14

	Flood protection/drainage
	13

	Affordability/appropriate economics
	12

	Data/monitoring/modelling
	12

	Greater integration/common understanding between regulators
	12

	Risk-based, flexible approaches
	11

	Innovation/ research and development
	7

	Involve all stakeholders
	7

	Growth
	6

	Supply Chain
	4

	Incentives for out-performance
	3

	Debt collection
	2


Closely related to these outcomes measures were those that related to the way in which the PR09 process would allocate funding for particular purposes. These included the issue with the second-highest number of votes, which was the provision of funds for capital maintenance purposes. The large number of votes reflected the frequency with which this issue was raised and discussed at the conference and it appears that although Ofwat has developed its thinking on this greatly over the past few years, delegates believed that further discussions were needed. Delegates also regarded the funding of sustainable solutions as an important issue, whilst recognising that consultation on this had taken place recently. A related topic was funding investment to reduce greenhouse gas emissions and their impact on climate change, in particular by reducing energy use.  Other funding issues mentioned included ensuring appropriate drainage to protect customers against flooding, whether of “clean” water or foul sewage, and to enable both risk-based flexible approaches and innovative solutions backed up by sufficient research and development.
A third broad category of issues was that which related to the PR09 process itself, and it was clearly felt that plans should be broader in concept in terms of:

· timescale;

· geographical coverage; and

· consultation.

It was considered especially important to develop the long-term plans necessary to deal with such long term issues as climate change, the Water Framework Directive and water resources, and several speakers had indicated that they believed that previous 5-year plans had not made sufficient provision for long-term thinking. Broader spatial planning was also recommended by means of whole catchment planning. In order to inform these large-scale plans delegates emphasised the need to involve all stakeholders in the discussions, recognising that the customers themselves should be considered to be important stakeholders. In addition, these plans would require a great deal of information to back them up, and delegates were concerned that more emphasis should be given to obtaining appropriate data by more effective monitoring and better modelling.  A related issue was the continuing need to ensure that water industry regulation in England and Wales should be integrated and consistent, particular as it dealt with the boundaries between drinking water quality, environmental quality and investment programmes.
The above three categories of issue covered outputs and planning but the fourth and final category related to cost. In part, affordability was encompassed in the top category of all, customers’ needs, but it also appeared as an issue in its own right, that of ensuring that affordability was achieved and that appropriate economic techniques were used.

Figure 1 Pie chart of issues that delegates considered should be addressed
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There were a number of issues raised that were mentioned by a relatively small number of delegates or that did not fit clearly into any of the above categories. These included funding for growth, planning investment programmes that protected the supply chain, the provision of incentives for out-performance and debt collection.

3
Required actions
After the final discussion session had taken place delegates were asked to indicate what actions should be taken to address the issues raised. Fewer responses were received, probably in part because delegates may have felt they had already indicated their views by highlighting the important issues. Nevertheless 35 delegates made 72 proposals for actions and these were allocated to categories in the same way as the issues responses. The information is summarised in Table 2 and illustrated in the pie chart as Figure 2.
The results show a close similarity to the “issues”  although they concentrate more on specific tasks, no doubt as a result of the framing of the question posed. It is of interest that the outcomes relating to sustainability and climate change emerged as those of greatest importance, followed by ensuring Water Framework Directive compliance and the closely-related production of whole-catchment solutions. Some actions appeared higher in the priority list, notably the actions to protect the supply chain. It is also interesting that two “actions” emerged that did not appear to have been mentioned as “issues”, these being monitoring progress against PR09 targets and providing sufficient funding form the regulators themselves.

Table 2 Required actions proposed by delegates 
	Action
	Votes

	Fund sustainable solutions/combat climate change
	10

	Ensure Water Framework Directive outcomes
	9

	Devise whole catchment solutions
	8

	Improve stakeholder involvement
	8

	Ensure adequate capital maintenance
	7

	Focus on customers' needs
	6

	Protect the supply chain
	4

	Encourage more innovation/R&D
	4

	Ensure the supply/demand balance
	3

	Better long term planning
	3

	Improve cost/benefit analysis
	3

	Monitor progress against PR09 targets
	3

	Improve the integration of regulation
	2

	Improve incentives for out-performance
	1

	Provide sufficient funding for regulators
	1


Figure 2 
Pie Chart of required actions proposed by delegates
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4
Conclusions

In general delegates felt that the outcomes of the PR09 review should reflect customers’ needs in terms of both outputs and affordability. However they must also ensure compliance with regulatory requirements, in particular the Water Framework Directive, and reflect the increasing concerns concerning sustainability and climate change. In order to achieve this there must be adequate long-terms plans drawn up on the basis of sufficient monitoring data and modelling. These plans should cover whole catchments, should be adequately funded. and should be informed by extensive consultation with all relevant stakeholders.
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