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Small businesses are
‘less likely’ to get the
best water deals

Code of conduct
must have “teeth”

‘Complex market’ can
put business owners
off switching supplier

A Scottish water retailer which has
bought significantly into the shadow
water retail market in England has
said its eventual success will depend
on effective regulation.
Castle Water - which has acquired
both the non-household customer
bases of Thames Water and Portsmouth Water - has said the code
of conduct in England must have
“teeth”.
John Reynolds, CEO of the company, which is based in Blairgowrie,
Perthshire, said the biggest challenge
to the English market, which is due to
go fully live in April, is mis-selling.
“A Code of Conduct is required
which has teeth, to restrain short
term mis-selling and unethical
behaviours, but it must not restrain
innovation, customer-focused or simply loss-making strategies,” he said in
a company blog.
“The biggest challenge faced in
most sectors is mis-selling, and the
code of conduct must clearly set the
rules and provide scope for enforcement.”

households and this low volume use
can make them unattractive customers to new suppliers.
Indeed, a few large customers – a
retail chain or large office block – will
use far more water, and cost far less
administratively to service, than
many smaller firms.

BY SUSAN LOVE
Close to a decade after Scotland’s
business water market opened up to
competition, many smaller firms are
yet to tap into the benefits.
On the plus side, there are more
operators competing for small firms’
custom. And, as a consequence, more
businesses are choosing to switch to
an alternative supplier.
However, in common with other
markets like telecommunications and
energy, FSB research suggests that
smaller firms are less likely to get a
good deal in comparison to big business and the public sector.
The problems in this area have
been evident from the outset. A year
after the market opened, only a quarter of smaller firms were aware they
could switch. Fast forward another
three years to 2012 and only three per
cent had taken the plunge and actually changed provider.
Asked why they hadn’t switched,
firms’ top reason for not switching
was their unfamiliarity with alternative suppliers. As most licensed
providers aren’t exactly household
names, this is a long-term problem for
the Scottish market.
Further, anecdotal evidence suggests that suppliers often spend much
of their marketing and sales resources

EVEN SMALLER firms that know

“Anecdotal
evidence suggests
that suppliers
often spend
much of their
marketing and
sales resources
focusing on bigger
businesses and the
public sector”
focusing on bigger businesses and the
public sector.
Most smaller firms, especially the
micro businesses who make up 94
per cent of all businesses in Scotland,
are using water in a similar way to

they can switch struggle to find the
time to source the best deal. Like
time-pressed households who could
save cash by switching energy supplier, business owners with many
competing priorities can struggle
with this complex market.
This ignorance also leaves smaller
firms vulnerable to sharp practice,
such as getting locked into poor
value long-term contracts after being
enticed by a short-term offer.
All of this suggests that there’s
work to do to ensure that this market
works for smaller enterprises.
We need to see providers improve
their offers and customer service for
smaller firms. We want to see more
players going out of their way to
target high street Scotland and not
just Scotland plc.
Lastly, we must all ensure that the
right regulatory protections are in
place for Scotland’s micro businesses.
Too many smaller firms think the
market only works for Scotland’s biggest organisations.
Susan Love is policy manager for the
Federation of Small Businesses (FSB)
in Scotland

Castle Water says misselling will be biggest
challenge for regulator
BY KEVIN O’SULLIVAN

CASTLE WATER WAS founded

to participate in the deregulated
Scottish and English water markets.
It made a significant entry into the
English market market earlier this
year, acquiring 250,000 customers
from Thames Water, aided by legal
firm HBJ Gateley, and 16,500 from
Portsmouth Water. The company
will take on billing, cash collection and associated services for its
newest business customer base. As

a result the firm, based at Craighall
Castle, announced that it would add
around 100 jobs to its existing 50
posts to handle customer services.
The company already serves
5,000 business customers in
Scotland, including the likes of the
Scottish Council of Voluntary Organisations (SCVO) and the National
Farmers’ Union of Scotland (NFUS).
Mr Reynolds also predicts that
pricing in the market - which is
estimated to be worth £2bn - will
become much more dynamic following deregulation.
“Price changes will happen with
much more frequency, driven by
comparison sites and technology
established in other areas,” Mr
Reynolds added. “We will have intraday automated pricing changes – it
happens on Amazon, it happens
with electricity and gas, it will in
the end work in water if the market
is functioning properly, given the
technology platforms available.”
In 2008, Scotland became the first
country in the world to introduce
customer choice to the non-domestic retail market, and now has 24
licensed retailers competing for
Scottish customers.
Mr Reynolds argues that regime
has enabled ‘pure retailers’ to be
much more successful than incumbents.
“The most successful suppliers
in Scotland, the ones customers
choose, are not part of existing
utilities, but are pure retailers,” he
said. “They outsell incumbent water
companies 10 to 1. And the strategies vary: the two most successful
retailers are using completely different routes to market, contracts and
pricing strategies, although sales
literature is surprisingly similar in
terms of the headlines that customers see.”

Tapping advice you can trust
Water retailers must
demonstrate the value
of switching, says
new market entrant
Brightwater
BY KEVIN O’SULLIVAN
The non-domestic water industry in
Scotland is about to enter a challenging new phase, according to Roger
Green, CEO of new market entrants,
Brightwater.
Green’s view is that the water industry is now entering into phase two;
phase one was encouraging customers in the non-domestic market to
switch - and Brightwater estimates
that three quarters of them have
now entered into contracts - with the
remainder still to play for.
These may be SMEs overwhelmed
by other business considerations and
the pressures of day-to-day opera-

tions, where switching water suppliers
has perhaps not been front of mind.
“We’re starting to see companies
with three-year contracts ending, now
looking at renewals for the first time,”
said Green.
“They’re expecting much more
than a competitive tariff; that’s a
given.
“They are looking for genuine
advice from trusted advisors, first-rate
customer service - that means benchmarking and analysis of how they
can save water. The conversation has
moved on beyond just price.
“All of us in the industry are being
challenged to raise our game to new
levels,” he says.
Green also suggests that the water
industry has a lot to learn from the
gas and electricity suppliers.
“We’re well behind where gas and
electricity suppliers are with metering,” he explains.
“The next innovation in the water
market will be an affordable smart

metering service as standard, with
half-hourly reads, allowing companies
to analyse and drive down their usage
and also detect problems such as
leaks.”
“There are new technologies
emerging that promise opportunities
to take metering to the next level.”
Green also warns that the non-domestic water industry can ill afford to
be complacent over customer service.
While all the licensed providers are
aiming to be ‘best of breed’, those that
win most business will be those that
genuinely show a commitment to their
customers, evidenced through customer retention and the ability to offer
benchmarking, analysis and implementation of water saving initiatives.
Brightwater Services Limited is a new
licensed provider of water and wastewater services, based in Scotland, and
launched in May 2016. Get in touch
with Brightwater by phoning 0330 022
05 70 or visit www.brightwater.com

Customers will expect much more than a competitive tariff if they are to be
persuaded to change, says Roger Green, CEO of Brightwater, pictured left

