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SUPPLEMENTARY SUBMISSION FROM SCOTTISH WATER 
 
An example of special factors that Scottish Water applies to explain a 
different set of circumstances: 
 
1. Scottish Water asked for a special factor to take account of additional 

travel costs incurred for operating its assets due to the scale and 
geography of Scotland, its sparse population and, consequently, the 
additional number of assets required to provide water and waste water 
services.  These additional costs are outside management control, not 
faced by water companies in England and Wales and are not reflected in 
the econometric models used to benchmark water companies. SW covers 
a third of the land mass of the United Kingdom and is the fourth largest 
water company.  

 
2. Scottish Water serves the largest area of all water companies, almost 

three times the size of the next largest company and five times larger than 
the average.  As a result, Scottish Water employees travel considerable 
distances between the assets and this leads to additional costs for the 
time employees spend travelling between assets and additional fuel and 
maintenance costs associated with travelling long distances.  

 
3. The econometric models used in the water industry do not explicitly 

include travel costs, which are a component of the rolled up operational 
costs included in the models.  However, Scottish Water felt the 
econometric models were biased towards the average English and Welsh 
experience in terms of costs and activities undertaken.  To quantify this for 
the regulator, Scottish Water set up a proxy area within Scotland using a 
combination of Scottish Water’s operational regions that were considered 
to be reflective of the average situation in England and Wales, across a 
number of relevant factors.  See attached document for more information 
on the proxy area. 

 
4. Scottish Water’s claim for a special factor was quantified as the difference 

between the existing, relevant Scottish Water costs and the costs that 
would have been incurred if the costs in the proxy area applied across all 
of Scotland.     

 
5. A comparison was made of the three factors (additional travel time, 

additional fuel costs and additional vehicle repair and maintenance costs) 
on a per-property basis.  Employee travel time was captured by the 
telematics used in Scottish Water vehicles as well as mileage expense 
claims.  Fuel costs were derived from fuel cards used by Scottish Water 
vehicles as well as vehicle expenses claimed by employees for journeys 
made with their own vehicles.  Vehicle maintenance and repair costs are a 
function of distance travelled as vehicles are serviced based on mileage 
and the claim equates to the estimated cost of vehicle maintenance and 
repair that would be saved if the number of miles covered per property in 
the more rural regions was the same as that of the Scottish Water proxy 
region for England and Wales. 
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6. Despite mitigating measures that Scottish Water undertakes to reduce 

costs such as local training, video conference, reducing unnecessary 
meetings and cross functional working, these calculations showed a 
difference in operating costs for Scottish Water across the three factors 
(additional travel time, additional fuel costs and additional vehicle repair 
and maintenance) which is now taken into account by the regulator when 
benchmarking Scottish Water’s performance against English and Welsh 
counterparts. 

 
How did Scottish Water manage its engagement with the media when 
the first benchmarking tables appeared? 
 
7. Scottish Water faced a significant challenge when it was first formed and 

faced considerable negative press coverage.   
 
8. There was considerable negative press around Scottish Water charges, 

due to harmonising charges across Scotland and backlash particularly 
from the business community.  Additional negative press resulted from a 
water quality incident in Glasgow and early reports about how Scottish 
Water was delivering services. 

 
9. Scottish Water’s communication strategy was based on building 

relationships with key media personnel and with key stakeholders in the 
community, as well as key organisations across Scotland.  The aim was to 
be open and accountable as early as possible and provide, where 
possible, accurate information and facts.  Scottish Water attempts to 
correct any inaccurate information and works with stakeholders to help 
develop their understanding of what is a complicated industry. 

 
10. Early on the challenge was to counterbalance negative press coverage 

with more positive stories and these mainly centred on Scottish Water’s 
massive investment programme, with coverage of local projects across 
Scotland and also providing a “vision” of investment over the whole four 
year regulatory period and what that would deliver for customers.   

 
11. Comparisons with other water authorities were focussed primarily around 

charges.  The was dealt with by raising awareness of the size of Scottish 
Water’s capital programme, the extent of catch up that was required, and 
the level of efficiency savings Scottish Water was aiming to deliver and 
making a direct link between this and customer charges.  There was also 
commitment by Scottish Water’s owners and regulators in terms of the 
benefits to customers and what Scottish Water was working to deliver.   

 
12. Scottish Water benefited from having performance results based over a 

period of time (four years now five years) and, during the early years, 
attempted to communicate that improvements were being delivered in 
stages across the whole period.  This meant Scottish Water’s performance 
at the end of the period was compared to how it had been at the very 
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beginning of the regulatory period.  This was evident in better services as 
a result of investment and more favourable charges comparisons.   
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Population Sparsity: Determining a Proxy for England and 
Wales within Scotland 

Executive summary 

The population density of Scotland is significantly lower than that for England and Wales (E&W) (59 and 

355 people per square km, respectively).  Scottish Water’s geographical coverage extends across the 

most rural regions in the whole of Britain and its operating area is almost three times the size of Anglian 

Water, the largest company area in E&W.  Scottish Water also provides services to 58 inhabited islands, 

unlike the water and sewerage companies (WaSCs) in E&W.  As a consequence, Scottish Water has a 

significantly different operating environment to the WaSCs1:  

• The urban population density of Scottish Water is lower than all of the WaSCs with the 

exception of Dŵr Cymru. 

• The rural population density is lower than any of the WaSCs and less than half that of 

Northumbrian Water, the WaSC with the lowest rural population density. 

• The overall population density of Scottish Water is lower than any of the WaSCs and less 

than half that of Dŵr Cymru, the WaSC with the lowest overall population density. 

This report, firstly, demonstrates Scottish Water’s ‘super-rurality’ position amongst the water and 

sewerage companies in Great Britain.  This makes it an outlier in respect of population (or asset) density 

explanatory variables used in the econometric benchmarking models.   

Secondly, this report provides the arguments to support the choice of our Ayr, Clyde and Tweed regions 

as the Scottish proxy region for an English and Welsh WaSC.  We need to establish such a proxy region in 

order to be able to undertake a comparative analysis of operational costs between this proxy area and 

the rest of Scotland where relevant English and Welsh data are not available.  

Rurality in the GB context 

The greater sparsity of the population served by Scottish Water compared to that of the WaSCs in E&W 

gives rise to a significantly different operating environment.  The table below shows the spread of 

population and asset densities within Scotland and between Scotland and the WaSCs.  Only Ayr and 

Tweed are close to the lowest-density WaSCs.  The Clyde region is more densely populated than Thames 

Water and the remaining regions are significantly less densely populated than any WaSC in E&W. 

                                                   

1  Second Draft Special Factors Submission, April 2005. We have since reviewed the recent mid-2006 population estimates (National 
Statistics) to verify that the recent increase in migration to the UK has not changed the picture significantly.  It shows that E&W 
have become even more densely populated than Scotland. 
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Scottish Water Operational Regions and WaSCs – density comparisons 

Wastewater Water 

Company / 
Region 

Population 

Density 

(Sewerage 

population 

per square km 

of land area) 

Sewerage 

Service 

Population per 

wastewater 

treatment 

works2 

Sewerage 

Service 

Population per 

km length of 

Sewer 

Water Service 

Population per 

water 

treatment 

works 

Water Service 

Population per 

km length of 

main 

Ayr 153 6,714 97 43,631 135 

Clyde 1,439 68,818 121 110,073 227 

Don 42 1,701 82 11,683 66 

Forth 43 2,170 92 9,114 103 

Ness 6 304 55 1,721 35 

Nith 82 2,167 95 30,731 97 

Tay 73 2,941 93 40,781 109 

Tweed 134 5,828 99 37,487 152 

Proxy (Ayr, 
Clyde, Tweed) 

204 8,936 105 50,690 165 

Scottish Water 59 2,511 95 15,906 106 

Anglian 210 5,173 133 30,072 114 

Dwr Cymru 143 3,748 165 40,032 105 

Northumbrian 290 6,369 169 103,183 230 

Severn Trent 399 8,140 157 56,299 161 

South West 148 2,439 175 40,717 108 

Southern 405 11,548 199 23,244 170 

Thames 1,023 39,086 200 89,937 272 

United Utilities 487 11,783 173 62,433 162 

Wessex 263 6,477 159 11,334 109 

Yorkshire 359 7,768 161 71,594 155 

Average (E&W) 355 8,432 170 49,681 163 

Note: Data taken from Ofwat 2007/08 Annual Returns and Scottish Water’s 2007/08 Annual Return 

 

 

                                                   

2  Includes septic tanks 
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Population Density Comparison of all WaSCs and Scottish Water 

The chart above illustrates population density for all WaSCs.  It shows that Scottish Water’s population 

density is an outlier when compared with the WaSCs because its population per geographical area is far 

lower.   

Determination of a Scottish Water proxy area for England and Wales  

Looking at the different density measures shown above, it can be seen that none of Scottish Water’s 

eight regions are directly comparable to any of the WaSCs.  We have used population density as the main 

parameter to determine rurality since it is entirely outside Scottish Water’s control.  Several alternative 

proxy areas were evaluated.  From this analysis, the combination of Ayr, Clyde and Tweed regions is 

considered the most appropriate proxy for the average WaSC in E&W, since its population density falls 

within the range of those of the E&W WaSCs.  

Ayr, Clyde and Tweed have been grouped together to form a comparator area within Scottish Water.  The 

other five Scottish Water regions are significantly less densely populated than the WaSC areas in E&W 

and are deemed to be causing the extra, rurality-related costs where they are not appropriately captured 

in the econometric models.  Even then, the proxy chosen is more rural than an average company in E&W; 

when applied, for example, to the travel special factor, it will generate a conservatively low estimate of 

additional costs. 
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Annex 1: Abbreviations 

Company Abbreviation 
Water & Sewerage Company  (WaSC) /  
Scottish Water operational region 

Scottish Water - Scottish Water 

Ayr Region Ayr Ayr Region – Scottish Water 

Clyde Region Clyde Clyde Region - Scottish Water 

Don Region Don Don Region - Scottish Water 

Forth Region Forth Forth Region - Scottish Water 

Ness Region Ness Ness Region - Scottish Water 

Nith Region Nith Nith Region - Scottish Water 

Tay Region Tay Tay Region - Scottish Water 

Tweed Region Tweed Tweed Region - Scottish Water 

Anglian Water ANG WaSC 

Dwr Cymru  WSH WaSC 

Northumbrian Water NWT WaSC 

Severn Trent Water SVT WaSC 

South West Water SWT WaSC 

Southern Water SRN WaSC 

Thames Water TMS WaSC 

United Utilities  UUT WaSC 

Wessex Water WSX WaSC 

Yorkshire Water YKY WaSC 
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Annex 2:  Map of Scottish Water Operational Regions 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 


