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About us

The Consumer Futures Unit puts consumers at the heart  
of policy and regulation in the energy, post and water sectors 
in Scotland. Part of Citizens Advice Scotland, we research and 
gather evidence, which we use to improve outcomes  
for consumers.

STRATEGIC OUTCOMES
  Markets are shaped around consumers
  Services are accessible to consumers regardless of their income or location
  Consumer principles are at the heart of government policy and regulation
  Utility products and services deliver the right outcomes for consumers 

OVERARCHING CONSUMER PRINCIPLES
Information          Access           Choice           Redress           Safety          Fairness          Representation

By working under a framework of internationally recognised consumer principles,  
we seek to deliver strategic outcomes through a combination of: 

  Gathering and sharing evidence
  Developing consumer focused policy
  Improving consumer experience through advocacy

CONSUMER FUTURES UNIT PURPOSE
Providing a voice for consumers in Scotland on energy, post and water 
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Following this proposal, in 2016 the Water 
Industry Commission for Scotland (WICS) 
established an industry-led Working Group 
which was tasked with developing a Code 
of Practice for the licensed providers in the 
Scottish market. The CFU consider that the 
Code of Practice has the potential to deliver 
improved outcomes for non-domestic 
consumers – businesses, charities and 
public sector bodies in Scotland – in terms 
of service delivery and to act as a driver 
for greater protections for non-domestic 
consumers against poor practice. 

In order to ensure the development 
process was informed by existing good 
practice, and to embed a consumer 
focused approach, CFU commissioned 
a literature review of existing Codes of 
Practice. The comparative review focused 
on Codes present in non-domestic water 
markets in other countries that bear 
similarities to the Scottish non-domestic 
water sector, and also in other utilities 
and regulated industries in the UK. The 
literature review, conducted by Dr Sarah 
Hendry (University of Dundee), identified 
and analysed the approaches taken in 
existing Codes of Practice in providing 
protection for consumers, highlighting the 
key provisions which improve outcomes for 
consumers and their effectiveness in terms 

of delivering tangible, positive benefits for 
consumers. 

The key findings and accompanying 
recommendations – based on the 
findings from the technical report as well 
as insights from both CFU research and 
discussions with key non-domestic industry 
stakeholders – are set out in Section 4. The 
key CFU recommendations are: 

The need for a Code of Practice
Codes of Practice have been extensively 
developed and used in regulated utility 
industries as a means of improving 
industry standards, supporting legislative 
requirements and providing guidance for 
an industry, its providers and its consumers 
on agreed best practice. We recommend 
that WICS, acting with the other regulators, 
should develop a generic Code of Practice, 
and / or a set of required components and 
underlying principles, which would be used 
by all retailers.

Move from Rules-Based to Consumer-
Based Principles:
There has been an increasing trend towards 
the application of ‘principles-based’, over 
more prescriptive, ‘rules-based’, approaches 
to regulation in the UK, particularly with 
principles which are consumer focused.  

The Consumer Futures Unit (CFU) held a non-domestic water in-
dustry event in 2015, during which stakeholders recognised the 
need for an industry Code of Practice for the non-domestic water 
market in Scotland to address customer service issues.
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Regulation that is focused on consumer 
outcomes acknowledges the need to direct 
efforts towards maximising consumer 
benefits and protecting consumer interests. 
The adoption of consumer focused 
principles has been increasingly found in 
Codes of Practice in the regulated sector 
in the UK, leading to better outcomes 
between service providers and their 
non-domestic consumers. We therefore 
recommend that the Code of Practice 
should include a set of principles that 
focuses on the customer interest which 
providers undertake to / must comply with. 
It is therefore suggested that the consumer 
principles1 are appropriate for inclusion in 
the Code of Practice.

Code of Practice implementation
A balanced approach should be taken to 
the application of a Code of Practice for 
the non-domestic market in Scotland. 
Despite the technical report concluding 
that the Code should be implemented 
on a mandatory basis for all retailers, 
our cross sector research2 conducted 
during 2016-17 suggests that improved 
consumer outcomes could be achieved if 
service providers adopt consumer focused 
frameworks on a voluntary basis. Moreover, 
that a significant shift towards developing 
a stronger consumer focused culture can 
be achieved by organisations that adopt 
frameworks that go beyond the minimum 
legal or regulatory requirements. 

1 The consumer principles are a tried and tested consumer-
focused framework that the CFU employs for assessing 
consumer focus and informing policy development. For more 
detail on the consumer principles, see appendix 1.

2  Consumer Futures Unit (CFU), “Leading by Example: A 
Principled Journey Through Regulation”, 2017 

We are of the view that the Code of Practice 
should be introduced initially on a voluntary 
basis – but with strong encouragement 
to do so by the regulator – in the hope 
that licensed providers will agree to adopt 
the principles and practices set out within 
it. However, we consider that it should 
become mandatory if uptake is low in order 
to underpin the industry’s commitment to 
improving its services and protecting those 
that use them.

The report was presented to the 
Working Group, where the findings and 
recommendations informed the group’s 
development of the Code of Practice. The 
Working Group agreed to base the new 
Code on the seven consumer principles 
used by the CFU to encourage policy and 
practice that deliver positive consumer 
outcomes. The Code is now signed off by 
the Working Group and has been submitted 
to WICS who will make a final decision on 
how it will be implemented – in particular, 
whether the Code is to be made voluntary 
or mandatory for Licensed Providers.

The CFU hope that this research will provide 
valuable insight into the lessons learned 
from other Codes of Practice, and that the 
report will usefully inform other industries 
looking towards creating Codes of Practice 
on best practice examples in this area 
which sufficiently deliver better outcomes 
and protections for consumers.

Executive Summary
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Introduction

The Consumer Futures Unit
The Consumer Futures Unit (CFU), part of 
Citizens Advice Scotland, uses research and 
evidence to put consumers at the heart of 
policy and regulation in the energy, post 
and water sectors in Scotland. We work 
with government, regulators and business 
to put consumers first, designing policy and 
practice around their needs and aspirations.
 
As part of our remit, we work closely with 
non-domestic water industry stakeholders 
advocating for a stronger consumer voice 
at the heart of the industry to inform and 
improve consumer outcomes. The CFU is a 
member of an industry led working group 
which was tasked to develop a Code of 
Practice for the non-domestic market on 
pricing, selling, switching and complaints 
handling in the non-domestic water market 
in Scotland.

Background
The nature of regulated utility industries 
– typically a monopoly provision, or a few 
suppliers, providing an essential service 
– raises the need to ensure that there 
is appropriate guidance, support and 
protection for consumers of the service, in 
regards to commercial contracts between 
consumers and service providers. 

There is clear evidence that some retailers 
(also known as licensed providers) in the 
Scottish non-domestic water market fall 
short of acceptable standards of service 
for certain market activities3, such as 
debt recovery, complaints handling, and 
provision of information. Poor business 
practice in these areas can negatively 
impact non-domestic consumers’ (i.e. 
businesses, charities and public sector 
bodies) experience of the market. 

In July of 2016, Licensed Providers and 
industry regulators recognised the need 
for an industry-led Code of Practice in 
the Scottish non-domestic water market. 

3  Scottish Public Services Ombudsman (SPSO), “SPSO 
Complaints report 2013-14: Water”, 2014  

A working group4 was established and 
began developing a draft Code of Practice 
for the market with the intention of 
placing obligations on licensed providers 
in relation to areas of market activities 
(such as pricing, billing, switching, and 
complaints handling) in order to deliver 
better outcomes and protections for non-
domestic consumers.
 
The CFU views the development of the Code 
of Practice as an important move towards 
delivering significant consumer outcomes 
in terms of service quality improvements 
and greater transparency resulting in all 
consumers being treated fairly. In addition, 
the CFU believes that the application of the 
Code of Practice will incentivise continued 
improvements in business practice, and 
deliver greater consumer protection against 
poor service or practices. Any increase in 
competition, arising from innovation and 
improved business efficiency, would also 
benefit from a greater focus on consumer 
outcomes.
 
To inform the Code of Practice Working 
Group, the CFU commissioned a literature 
review on existing Codes of Practice in non-
domestic water markets in other countries 
that bear similarities to the Scottish non-
domestic water sector (both elsewhere in 
the UK and out with), and in other utilities 
and regulated industries in the UK (e.g. 
telecoms, gas, and electricity).  

This Insight Report, which accompanies the 
technical report5, summarises the research 
and outlines the findings that emerged. 
The report ends with an overview of the key 
findings and subsequent recommendations 
made to the Working Group to consider 
during the development of the draft Code.

4 The membership of which included licensed providers, 
Scottish Water, WICS and the CFU

5  Hendry, Sarah, 2017, “Preparing the Consumer Groundwork 
for the Development of a Code of Practice for the Non-
Domestic Water Market – Literature Review of Existing Codes 
of Practice” – can be supplied on request to the CFU.
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Aim of the research 
To inform the Code of Practice Working 
Group, the CFU commissioned research into 
existing Codes of Practice in non-domestic 
water markets in other countries that bear 
similarities to the Scottish non-domestic 
water sector (both elsewhere in the UK and 
outwith), and in other utilities and regulated 
industries in the UK (e.g. telecoms, gas, and 
electricity).

Dr. Sarah Hendry6 was commissioned 
to undertake the research and produce 
the technical report. The objective of 
the research was to detail the various 
approaches and effectiveness of existing 
Codes of Practice seen in regulated utility 
industries. The CFU believed that the 
literature review would provide the Working 
Group with evidence of where other Codes 
of Practice are consumer focused, and 
have delivered tangible, positive benefits 
for consumers, thereby supporting a more 
consumer-centric approach towards the 
development of a Code of Practice for the 
non-domestic water market in Scotland. 

6  Dr Sarah Hendry, School of Law / Centre for Water Law, Policy 
and Science (under the auspices of UNESCO), University of 
Dundee

Research Aims and Methodology

Methodology
The approach to the research took the 
form of a desk-based literature review. 
The research objective was to first 
provide a theoretical perspective into the 
developments in regulatory theory and 
governance which have provided a relevant 
consumer-centric background towards the 
development of Codes of Practice present 
in regulated utility industries. The report 
then undertook a comparative analysis into 
existing Codes of Practice found in: 

 > non-domestic water markets elsewhere in 
the UK, and in particular OFWAT’s ‘Customer 
Protection Final Code of Practice for Non-
household Retailers’;  

 > non-domestic water markets in countries 
outside the UK; and  

 > utilities and other regulated industries in 
the UK, e.g. gas and electricity. 

The comparative analysis focused on the 
following: 

 > the approaches taken in these Codes of 
Practice to protecting consumers, and 
in particular whether or not the Codes 
are voluntary or mandatory for service 
providers; 

 > the key provisions in the Codes which 
provide protection for consumers; 

 > the key common themes, and 
differences, between the different Codes 
of Practice in terms of their approaches 
to protecting consumers, and the 
provisions they include to improve 
outcomes for consumers; and 

 > the effectiveness of the Codes in terms 
of protecting consumers, including 
any areas where the Codes could be 
strengthened in terms of consumer 
protection. 
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Research Findings

In this chapter, key insights that emerged 
from the research into Codes of Practice 
present in regulated utility industries, 
and which led to the subsequent 
recommendations made to the Working 
Group, are summarised.  

The need for a Code of Practice
Codes of Practice are a flexible and low 
cost form of regulation that is widely 
used in many countries for different 
industries. Codes vary depending on the 
type of industry they relate to. Their overall 
role is to improve industry standards 
and support legislative requirements by 
providing additional guidance, support, 
and detail. Codes may consist of several 
documents, including a general statement 
of principles and obligations, as well as 
technical agreements pertaining to specific 
operational aspects. 

Codes of Practice complement or expand 
traditional regulatory regimes, acting as 
guidelines for an industry and its providers 
on agreed best practice to ensure a fair 
commercial relationship with consumers. 
Effective codes potentially deliver increased 
consumer protection and reduced 
regulatory burdens for providers. Codes 
aim to deliver significant outcomes for 
consumers in the form of improvements 
to the quality of services provided by 
providers encouraging or discouraging 
certain behaviours or activities. Where 
there is a monopoly supplier, or few large 
service providers, of an essential service 
such as water or energy (a common 
characteristic of the regulated utility 
sectors), consumers have limited choice. 
Codes may be especially important in 
regulated utility sectors as they provide 
greater transparency to consumers on how 
they can expect to be treated by service 
providers, resulting in them being treated 
more fairly. 
 
Regulators have extensively developed 
and used Codes of Practice to manage 
and protect the relationship between 
the consumers of services and service 
providers. Codes have been successfully 
implemented across several industries 
and services, including utility sectors, 

setting out the standards of services that 
consumers should expect from service 
providers. They have acted as a driver for 
ongoing improvements in business practice 
and for greater consumer protection 
against poor service or practices. 

Although Codes of Practice have tended 
to focus on domestic consumers7, some 
sectors have recognised a need to apply 
Codes directly to non-domestic consumers. 
This is evident with the opening of the 
English non-domestic competitive water 
market (which is similar to the licensing 
regime in Scotland) where the regulator 
Ofwat has recognised a need to protect 
non-domestic consumers by implementing 
a mandatory customer protection Code 
of Practice which places obligations on all 
retailers on how they treat their customers. 
 
From Rules-Based to Consumer-
Based Principles 
There has been a general trend in UK utility 
sectors to move to regulation that is more 
reliant on principles rather than prescriptive 
rules. As distinct from a detailed regulatory 
regime, ‘principles-based’ regulation refers 
to the application of relatively few high 
level principles that set the standards by 
which regulated suppliers must conduct 
themselves. This lighter touch regulation 
places the onus on service providers to 
focus more on achieving good consumer 
outcomes than operations. The approach 
gives service providers freedom to 
be flexible on how best to meet their 
obligations, thereby encouraging them to 
innovate. With principles-based regulation, 
the regulator does not need to understand 
every technical detail of the (often 
complex) market they are responsible for – 
prescriptive rules are hard to write, requiring 
good industry knowledge and policy 
judgment as to what (current and future) 
activities need to be controlled and what 
ones do not. Nor does regulation have to 

7 Several codes cover all consumers, both domestic and non-
domestic, but the focus tends to be directed towards the 
former due to the recognition that this group faces a lack of 
capability in making effective purchasing decisions, leading to 
vulnerability of them being exploited by firms. 
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cover every option or eventuality to ensure 
there are no gaps in coverage or loopholes 
that can lead to consumer detriment when 
things go wrong. 

Beyond the use of ‘better regulation’ 
principles in the regulated utility sectors, 
which were seen as a way to minimise 
the ‘red tape’ burden on businesses, 
there is an increasing interest in the 
use of principles which are focused on 
the interest of consumers rather than 
providers. With the focus on consumer 
outcomes, this regulatory approach 
acknowledges the need to direct efforts 
towards maximising consumer benefits 
and protecting consumer interests. The 
approach seeks to encourage service 
providers to define and deliver high quality 
products or services that meet the needs 
of consumers, and to consult and engage 
with their customers to better understand 
those needs. The CFU employs a tried and 
tested consumer principles framework 
which has been recognised internationally 
by consumer groups and organisations as 
an effective benchmark for assessing how 
consumer-focused organisations actually 
are. This framework could be adopted by 
regulators and service providers (including 
water services) in order to deliver policy 
and practices which are more consumer 
focused, thereby ensuring fairness and 
appropriate treatment to consumers. 

The CFU research found that a principle-
based approach to regulation does 
however carry some potential drawbacks. 
The approach presents an issue of 
misinterpretation by both consumers (and 
consumer organisations) and suppliers on 
whether principles have been breached, 
potentially leaving a ‘grey area’ for disputes 
and disagreement. Additionally, with 
the approach being open to subjectivity 
between suppliers – who have a greater 
responsibility of understanding and 
delivering consumer protection principles 
– it can be difficult to have consistent 
standards across an industry which 
employs a principles-based approach. 

Despite the risks, the research found that 
these types of consumer focused principles 
have been increasingly adopted by and 

WATER
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reflected within UK regulated sectors 
Codes of Practice. This is evidenced by the 
requirements on suppliers to comply with 
the principles in the Ofgem’s ‘standards 
of conduct’ and Ofwat’s ‘Code of Practice 
for Business Customers’ and ‘Information 
Principles’. 
 
Mandatory or Voluntary Codes 
The production of a Code of Practice 
may be made mandatory under statute. 
Subsequently, its implementation may be 
made mandatory8 or voluntary9 for service 
providers. Determining whether a Code 
is made mandatory or voluntary is not 
always straightforward. Codes are usually 
established through consultation with 
industry stakeholders such as government 
bodies, industry groups and associations.
  
Voluntary Codes act as a self-regulatory 
tool for the industry and only apply to those 
who have signed up to them. They may be 
in partnership with government agencies 
or regulatory bodies or can be sponsored 
by a particular industry association – the 
membership of which may be a condition 
of the Code. Voluntary Codes can be a 
means to further public policy objectives 
through non-regulatory means and are 
usually flexible and can be altered quickly 
in response to changing industry and 
consumer needs. Providers that adopt and 
comply with a voluntary Code may gain 
a competitive edge in the sector as they 
have advertised themselves as having 
higher standards than other providers in 
the sector that have not adopted the Code. 
It can also improve providers’ relations 
with customers, government agencies and 
regulatory bodies as it shows a voluntary 
commitment to work towards achieving 
positive outcomes for the sector and 
consumers.  

8  Water and Wastewater retailers are required under their licence 
condition to comply with the terms of Ofwat’s business customer 
protection Code of Practice. See http://www.ofwat.gov.uk/customer-

protection-final-Code-practice-non-household-retailers/

9  Ofcom’s voluntary Code of Practice for broadband speeds and for 
sales and marketing of mobile networks. See https://www.ofcom.
org.uk/phones-telecoms-and-internet/information-for-industry/
Codes-of-practice  
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Mandatory Codes have been found to 
apply in industries where there is likely 
to be significant inequality of bargaining 
power between large, powerful providers 
and smaller consumers. The benefits 
to consumers of industries applying a 
mandatory Code, as opposed to a voluntary 
Code, are that they are ensured a minimum 
standard of protection through service 
provider compliance. Enforcement powers 
and routes of redress tend to accompany 
mandatory Codes to deal with instances 
of supplier noncompliance. However, 
whilst there may be a resource issue for 
regulators around ensuring compliance 
with a mandatory Code, compared to a 
voluntary Code it provides a higher level 
of reassurance or ‘level playing field’ for 
consumers. For this reason the research 
suggests that in an industry where services 
are essential to society (such as water), 
implementing a mandatory Code may be 
more appropriate. A voluntary Code might 
instead be better justified in a sector where 
there is a service differential for which 
consumers may (or may not) choose to pay 
extra e.g. broadband speeds.

Further to mandatory Codes for utility 
providers, retailers are generally required to 
develop their own consumer information 
and communications materials that 
reflect or ‘go beyond’ a Code set up by the 
industry. Examples of this were found in 
both the telecommunications and water 
sector in the UK, where the regulators 
Ofcom and Ofwat have each issued a 
mandatory Code of Practice for their 
respective sector’s retailers which they 
must reflect (and potentially exceed) within 
their own Codes and other information 
materials. Regulators recognise that Codes 
which reflect or rise above the principles 
and requirements covered in the industry’s 
Code of Practice, support providers’ 
promises of reliability and competence 
to consumers. It also provides them 
with guidelines on how to improve their 
productivity, potentially attracting new 
customers and delivering greater benefits 
for consumers.

Mandatory Codes have been found to 
apply in industries where there is likely 
to be significant inequality of bargaining 
power between large, powerful providers 
and smaller consumers. The benefits 
to consumers of industries applying a 
mandatory Code, as opposed to a voluntary 
Code, are that they are ensured a minimum 
standard of protection through service 
provider compliance. Enforcement powers 
and routes of redress tend to accompany 
mandatory Codes to deal with instances 
of supplier noncompliance. However, 
whilst there may be a resource issue for 
regulators around ensuring compliance 
with a mandatory Code, compared to a 
voluntary Code it provides a higher level 
of reassurance or ‘level playing field’ for 
consumers. For this reason the research 
suggests that in an industry where services 
are essential to society (such as water), 
implementing a mandatory Code may be 
more appropriate. A voluntary Code might 
instead be better justified in a sector where 
there is a service differential for which 
consumers may (or may not) choose to pay 
extra e.g. broadband speeds.

Further to mandatory Codes for utility 
providers, retailers are generally required to 
develop their own consumer information 
and communications materials that 
reflect or ‘go beyond’ a Code set up by the 
industry. Examples of this were found in 
both the telecommunications and water 
sector in the UK, where the regulators 
Ofcom and Ofwat have each issued a 
mandatory Code of Practice for their 
respective sector’s retailers which they 
must reflect (and potentially exceed) within 
their own Codes and other information 
materials. Regulators recognise that Codes 
which reflect or rise above the principles 
and requirements covered in the industry’s 
Code of Practice, support providers’ 
promises of reliability and competence 
to consumers. It also provides them 
with guidelines on how to improve their 
productivity, potentially attracting new 
customers and delivering greater benefits 
for consumers.

Included Service Standards
 
Codes of Practice set out the standards 
of best practice expected from providers 
around specific market activities. The 
technical report analysed the wider retail 
market activities that directly interact 
with consumers, and the corresponding 
standards and requirements relating to 
specific activities covered within Codes of 
Practice in regulated industries, both within 
and outside the UK. Each section of a Code 
typically covers each market activity and 
the standards expected, such as marketing, 
billing, information provision, transfers, and 
complaints and disputes. 

The approach taken in Ofwat’s business 
customer protection Code of Practice 
provides a useful insight into the required 
standards of service for key market 
activities expected of retail providers. With 
the competitive regime in the English 
non-domestic water market being similar 
to the licensing regime in Scotland, and 
with several providers operating in both 
jurisdictions (e.g. Business Stream, Anglian 
Water Business and Castle Water), covering 
similar market activities and provisions in 
the Scottish Code of Practice could prove 
beneficial.
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Increased Protection for Smaller 
Organisations
In contrast to individuals, businesses 
consumers are generally seen as 
sufficiently capable of looking after 
themselves when purchasing goods 
or services. They are therefore usually 
afforded substantially less protection, both 
in general consumer law and industry 
specific regulations. However, SMEs 
organisations may be particularly more at 
risk of detriment than larger organisations. 
They may lack the capacity to purchase 
effectively and protect themselves within 
regulated industries, particularly with 
larger utility service providers. They tend to 
behave more like household or individual 
consumers, demonstrating:

 > a lack of expertise in purchasing of 
services;

 > poor bargaining power;
 > high cost of time spent making a 

purchasing decision.

As such, small or micro organisations 
(typically denoted as having fewer than 10 
workers) may require protections similar to 
household consumers. Indeed, in some of 
the countries and UK industries analysed, 
small and micro businesses are supported 
through specific conditions within codes 
that are similar to protections given to 
individuals as can be seen in Ofgem’s 
Standard Supply Conditions and Ofwat’s 
Code of Practice for business customers.  

Fair Measure of Smaller 
Organisations
The scale of a business is usually considered 
to be the most important factor in affecting 
its capacity to enter complex contracts and 
protect itself. Generally, smaller businesses 
are less likely to understand their options 
or have dedicated staff with expertise in 
procurement. However, the measure of 
scale used for defining ‘small’ or ‘micro’ 
businesses – so as to bring them under 
consumer protection provisions – tends 
to differ across areas of legislation and 
policy (e.g. employee numbers, turnover, 
consumption levels). The chosen measure 
of scale can, for suppliers, make identifying 
and appropriately designating businesses 
as ‘micro’ or ‘small’ challenging, especially 
if they do not routinely collect such 
information. 

The research concluded that a more 
straightforward way of identifying smaller 
non-domestic consumers would be to 
use a measure of scale which utilised 
data that service providers currently hold. 
For example, for water services, using 
volumetric limits (water purchased / 
wastewater discharged) would be a more 
appropriate measure of scale compared 
to consumers’ employee headcount 
since retailers already hold data on their 
consumers’ levels of water consumption.
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Access to Clear, Simple Information
With its complex frameworks and 
unfamiliar terminology, it is essential that 
information provided to consumers within 
regulated industries is set out in plain and 
clear language and is easily accessible. The 
various codes highlight, within statements 
that set out professional standards or 
guidelines, the need for suppliers to use 
plain language and provide sufficient 
accessibility to information in different 
forms and formats. 

Although typically designed for providers, 
it is likely that consumers will access 
Codes of Practice to understand how 
their providers agree to treat them. 
Beyond merely improving accessibility 
by including website links from different 
relevant sources, it is suggested from 
the research that accessibility can be 
improved by consolidating information into 
single downloadable documents and by 
providing short summaries and glossaries 
at the beginning of a document for 
consumers unaccustomed to the technical 
terminology. Documents could be located 
within webpages that also summarise the 
key information points, and can be linked 
to reciprocally from different sites and 
different places. 

Universal Minimum Service 
Standards
In Scotland, Scottish Water is required 
in The Water Industry (Scotland) Act 
2002 to develop a customer service 
standards code and a consultation code. 
These are reflected in the company’s 
service standards, Code of Practice and 
Customer Charter documents. However 
these standards do not apply to non-
domestic consumers since Scottish Water 
only provides wholesale services to these 
consumers. The analysis noted that several 
Licensed Providers, such as the incumbent 
retailer Business Stream, already have 
comparable service standards for their 
customers10. Considering this, the research 
highlights that there is no good reason 
for the water industry to not have a basic 
set of service standards which all licensed 
providers and Scottish Water should 
apply as a minimum, which could then 
be supplemented and enhanced through 
Codes of Practice or other means. 

10 See https://www.business-stream.co.uk/about-us/       
   governance-and-compliance/standards-service

12 Tapping into the Code
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Conclusions and Recommendations

The informative literature review has 
helped to provide the Working Group with 
information on the approaches taken to 
launching Codes of Practice in similar water 
markets and other regulated sectors, and 
the various provisions contained within 
them that effectively provide protection 
for consumers against poor practice from 
service providers. 

The evidence presented within the 
technical report helped the Working 
Group to foster a more consumer focused 
approach in developing of the Code of 
Practice for the non-domestic water retail 
market in Scotland. This code will allow for 
improvements in consumer outcomes and 
provision of greater protections for non-
domestic consumers in the market. In this 
final concluding chapter, the key findings 
and accompanying recommendations are 
outlined, being based on the findings from 
the technical report as well as insights from 
both CFU research and discussions with key 
non-domestic industry stakeholders. 

The need for a Code of Practice
Key Finding
Regulated industries can be complex and 
can often offer little choice to consumers. 
Guidance and support for consumers in 
setting up commercial contracts with 
service providers is necessary. Codes of 
Practice have been extensively developed 
and used in regulated utility industries as 
a means of improving industry standards, 
supporting legislative requirements and 
providing that guidance. By setting out 
specific standards of practice expected of 
industry members, Codes act as guidelines 
for an industry, its providers and its 
consumers on agreed best practice. 

Recommendation
The Water Industry Commission for 
Scotland (WICS), acting with the other 
regulators, should develop a generic Code 
of Practice, and / or a set of required 
components and underlying principles, 
which would be used by all retailers.

From Rules-Based to Consumer-
Based Principles
Key Finding
There has been increasing trend in the 
application of ‘principle-based’ regulation 
in the UK regulated industries, particularly 
with principles which are consumer 
focused. Regulation that is focused on 
consumer outcomes acknowledges the 
need to direct efforts towards maximising 
consumer benefits and protecting 
consumer interests. Despite concerns with 
a principles-based approach to regulation, 
the research showed that the adoption of 
consumer focused principles have been 
increasingly found in Codes of Practice in 
the regulated sector in the UK (as seen 
with those of Ofgem and Ofwat) and they 
may lead to better outcomes between 
service providers and their non-domestic 
consumers.

Recommendation
The Code of Practice should include a set 
of principles that providers undertake to / 
must comply with. Such principles should 
be focused on the customer interest above 
all. It is therefore suggested that the 
consumer principles are appropriate for 
inclusion in the Code of Practice, similar to 
the principles being used by Ofwat and the 
Ofgem – focusing on Access; Choice; Safety; 
Information; Fairness; Representation and 
Redress. 

Mandatory or Voluntary Codes
Key Finding
Codes of Practice may be made mandatory 
to produce, or a power may exist to create 
them, and once created, they may be 
mandatory for those whose activities 
they affect, or they may be voluntary. 
The technical report found that voluntary 
Codes provide a more flexible, reduced 
regulatory means of providing protection 
for consumers relative to mandatory 
Codes. Providers who sign up to a voluntary 
Code can advertise themselves as having 
higher standards than providers that 
have not, thereby putting them in a more 
favourable light with consumers. Although 
requiring higher enforcement and redress 
resources, mandatory Codes instead 
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benefit consumers by ensuring them with 
a minimum standard of protection in an 
industry. 

Based on the evidence from the literature 
review and from emerging practice in 
the regulated industries in the UK as a 
whole, the technical report recommends 
that the Code of Practice should be made 
mandatory for all retailers. Citing that only 
a mandatory Code will be enforceable and 
ensures a ‘level playing field’ for customers. 
Licensees would be able to ‘go beyond’ this 
baseline protection by developing their own 
Codes or statements of good practice, in 
order to attract new business.

However, our subsequent research into 
the application of consumer principles in 
regulated industries found that regulation 
has, in general, been moving away from 
a predominant focus on prescriptive rules 
towards greater emphasis on principles 
which are consumer focused. In the CFU’s 
view, to roll out the Code of Practice on a 
voluntary basis would demonstrate a clear 
consumer-focused strategy from service 
providers and would more likely result in 
the generation of innovative strategies 
designed to deliver positive outcomes for 
consumers. In addition, we believe that a 
clear steer from WICS to licensed providers 
for a need to adopt the Code of Practice on 
a voluntary basis would encourage a more 
comprehensive rollout of the code amongst 
providers.

Recommendation 
A balanced approach should be taken to 
the application of a Code of Practice for the 
non-domestic market in Scotland. We are 
of the view that it should be introduced 
initially on a voluntary basis in the hope 
that licensed providers will agree to adopt 
the principles and practices set out within 
it. However, we also believe that it should 
become mandatory if uptake is low to 
underpin the industry’s commitment to 
improving its services and protecting those 
that use them.

Included Service Standards
Key Finding
The technical report highlighted commonly 
used, essential operational requirements 
within Codes of Practice to effectively 
provide protection for consumers.  The 
Scottish non-domestic market’s Code of 
Practice development should include these 
key market activities. 

Recommendation
At a minimum, the Code should provide 
protection for consumers in terms of: 
marketing; billing and statements; 
connections; terms and conditions; 
transfers; renewals; termination; complaints 
and dispute resolution; and redress. 

Increased Protection for Smaller 
Organisations 
Key Finding
Relative to larger organisations, smaller 
organisations may lack the capacity to 
contract with larger service providers and 
protect themselves. The research showed 
that Codes of Practice in the UK regulated 
industries (and outside) have addressed 
this concern by providing small or micro 
businesses11 with specific protections 
similar to those given to individual 
consumers. 

Recommendation
Some elements of the Code (billing 
statements, some parts of transfer 
provisions) should apply to all business 
customers, however other specific 
measures might apply only to afford 
greater protections to micro or small 
businesses.

11 typically denoted as having fewer than 10 workers
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Fair Measure of Smaller 
Organisations
Key Finding
The technical report stated that in a water 
services context, identifying business 
consumers’ scale through volumetric 
limits would be a more consistent and 
appropriate measurement of scale 
compared to other indicators, such 
as, turnover or number of employees. 
The benefit for retailers of using 
volumetric limits (water purchased and 
/ or wastewater discharged) is that they 
avoid having to ascertain information on 
businesses’ employee numbers or revenue 
turnover, which could prove difficult, and 
instead use data that they already hold on 
the levels of service consumption to identify 
the scale of their business consumers. 

Recommendation
Although having consistency with England 
(where the Ofwat Code identifies micro 
businesses as those having fewer than 
10 employees) may be practical since 
retailers are likely to be competing in both 
jurisdictions, scale, in terms of the size of 
an organisation, should be determined 
volumetrically. Exceptions (where a 
business customer is above the volumetric 
limit, but has fewer than 10 employees) 
can be highlighted by business customers 
themselves to their retailer so as to be 
brought within any specific protections 
for ‘small’ or ‘micro’ businesses. However, 
greater efforts will have to be made by the 
industry to ensure consumers are aware of 
their rights in this regard. 

Additionally, further consideration will be 
required to agree a volumetric ‘cut-off’ 
point for micro businesses and how they 
will be recognised in the market. Effective 
communication and engagement methods 
are required to inform micro businesses of 
new measures and what they need to do 
to keep their licensed provider updated with 
relevant information. 

Access to Clear, Simple Information
Key Finding
Accessibility and comprehensibility of 
information are essential for consumers. 
Regardless of if the Code of Practice is 
made mandatory or voluntary, there needs 
to be clear, accessible information available 
to consumers on the standard of behaviour 
they should expect from their supplier and 
the processes in place to resolve instances 
of supplier non-compliance with the Code.
 
Recommendation
Surrounding the Code, there should 
be: clear language making it easy for 
customers to understand; accessibility 
for customers through clear signposting 
on relevant websites; and clear means of 
redress and complaints handling processes 
for customers.

Universal Minimum Service 
Standards
Key Finding
Considering that Scottish Water are 
required under regulation to develop 
codes on domestic customer service 
standards and given the fact that several 
Licensed Providers already have parallel 
service standards for their non-domestics 
customers, there is a case for having a 
set of minimum services standards that 
apply to all suppliers in the water sector in 
Scotland i.e. Scottish Water and licensed 
providers. These universal minimum service 
standards could be supplemented and 
enhanced through Codes of Practice or 
other means. 
    
Recommendation
Consideration should be given to regulating 
for minimum service levels, applying to 
all customers whether household or non-
domestic, and at any scale, in Scotland. 
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Appendix A: Consumer Principles

The work of the CFU – and its predecessor 
bodies – has long been guided by seven 
consumer principles, developed over time 
by consumer organisations based in the 
UK and further afield. When applied to 
regulation, principles-based approaches 
enable an organisation to consider its 
products and services from a consumer 
perspective. 

These principles can then be used to ask 
important questions about consumer 
impact and engagement, and how 
products and services should look and feel 
to the consumer. 

The seven consumer principles are as 
follows: 
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