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Executive summary
Introduction
This report sets out the Roadmap for the evolution of the Market Performance Framework (MPF) over the
next four years between January 2020 and April 2024. The Roadmap is the culmination of work from
September to November 2019, led by MOSL and involving multiple trading parties, the Market Performance
Committee (MPC), Ofwat and Economic Insight. Work included two full-day strategic Visioning Workshops and
two further Planning Workshops, alongside other meetings at which the substance of the Roadmap was
developed and refined to reflect the vision.

The vision for the MPF
Our overarching vision is for an MPF that will promote the interests of business water customers and ensure
that the market as a whole operates in a seamless and frictionless manner.
The main features of a seamless and frictionless business water retail market operation are as follows:
 Customers can be tendered for, switched and accurately billed.
 Accurate settlement.
 Greater transparency for customers and trading parties, and wider scrutiny, across the market.
 Interactions between trading parties (including retailer-to-retailer and wholesaler-to-retailer
interactions) are efficient.
The main way that the MPF will achieve this is by creating greater accountability for trading parties (TPs). In
particular:
 The current situation, in which some TPs’ responsibilities are unclear or disputed, will be replaced by a
situation in which responsibilities will be clearly assigned and signalled.
 Existing gaps in accountability, to the extent they are identified over the course of the Roadmap, will
be filled, so that all tasks required for seamless and frictionless market operation are assigned clearly
to a responsible TP. As part of the assignment of responsibility, it will be considered whether the
outcome of a task is within the TP’s control and the extent that its completion depends on the actions
of other actors.
 Financial and reputational tools will be used to incentivise TPs to act on these responsibilities. Other
tools, including guidance, audit, assurance, analytics and information, will also be used to support this
where necessary.
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The main features of the MPF
The MPF will have greater alignment to customer outcomes compared to the current framework. In other
words, all decisions on the design of the MPF will be made with a clear ‘line of sight’ to customer benefits. The
main features of the new MPF are as follows:
 Metrics will be aligned to customer outcomes. We expect some existing metrics to be removed and
new ones added. In this context, we emphasise that the alignment of metrics to customer outcomes
does not mean that the MPF will ‘stand between retailers’ and customers – rather, it will support
interactions in a way that improves the ability of TPs to deliver benefits to customers, nor does it mean
that an empirical or measurable connection between what the MPF does and customer benefits is
required in all circumstances. Rather, it means that there should be a clear rationale that links the
metric to customer outcomes via market operation. For example, an action that benefits retailers
could also benefit customers.
 Incentives will better reflect costs and benefits. Financial and reputational incentives will become
more targeted. In the case of financial incentives, charges will have a clear rationale based on
changing TP behaviour, grounded in the costs and benefits of changing behaviour. Reputational
incentives will be designed with a better understanding of the intended behavioural change and target
audience.
 There will be a risk-based and tailored approach to all intervention. Intervention will reflect the
frequency and severity of problems and will be designed in such a way that only the most effective
tools are used to address situations that have not been corrected by the improved incentive regime.
As a consequence, all aspects of the design of the MPF will have a clear, consistent and deliberate rationale,
in turn, enhancing its credibility and effectiveness.

The tools of the MPF
The MPF will be designed so that three main types of tools are used to assist in delivering the vision. These
tools include:
 Smarter financial and reputational incentives. To increase their impact and help reduce the need for
intervention tools, the MPF will employ smarter financial and reputational incentives. This means
incentives will: (i) be linked to metrics that are aligned to customer outcomes; (ii) reflect costs and
benefits wherever possible; and (iii) use restrictions, such as a cap, only when there is a strong
rationale.
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 Targeted intervention. In situations where intervention remains necessary, it will be both risk-based –
that is, it will reflect the frequency and severity of the problem – and better tailored to the problem,
helping increase its effectiveness.
 Focused guidance. This tool will help communicate performance expectations and the reasons for
them, increasing the credibility and effectiveness of the MPF.
As well as these tools, in the longer-term, the MPF will also make greater use of data and analytics, subject to
necessary safeguards.
The main tools for the MPF are summarised in Table 1.
Table 1: Tools forming part of the MPF
Tools

Expected features

Financial and
reputational
incentives

Smarter use of incentives:
 Linked to metrics which are aligned to customer outcomes.
 Reflects costs and benefits wherever possible.
 Use of restrictions (such as caps) limited to when they have a strong
rationale.

Intervention, including
enforcement

Risk-based and tailored intervention:
 Risk-based – i.e. reflecting the frequency and severity of the problems.
 Tailored – i.e. using the most effective intervention(s) in view of the
problems and parties involved.

Guidance

Guidance to cover:
 What the performance expectations are and the reasons for them.
 When the intervention process is triggered and what it involves.
 What ‘good looks like’ in terms of engaging with the intervention
process.

The design of the MPF
The MPF Roadmap includes plans for the scoping, design, trailing and implementation of new measures and of
the tools set out above.
In addition to this, the Roadmap will include an on-going monitoring, evaluation and improvement process to
ensure that it is built on the best understanding of what works and keeps pace with changes in the market.
Specifically:
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 We will conduct a review of Initial Performance Rectification Plans (IPRP) in early 2020, which will
capture the lessons learned from running the process so far and inform our future approach.
 We will use the Annual Market Performance Report (AMPR) process to evaluate the effectiveness of
the framework in addressing market risks and whether delivery of the proposed changes are on track.
 We will implement a full year review of the MPF in 2024/25 to compare its design with the aspirations
of the vision outlined in this Roadmap.
In conducting the above, we will balance the need to make continuing improvements to the MPF with the
need to allow changes made to have sufficient time to take effect.

Roadmap for the MPF
Figure 1 summarises the timeline of the Roadmap for the MPF. Improvements to the existing MPF will be
implemented from 2020, and a full-fledged, ‘New’ MPF will be delivered by April 2024.
We draw attention to the four main phases of work in the Roadmap:
 Phase 1: Recommending changes – January to September 2020. The Roadmap begins with an initial
phase of scoping, evidence gathering and analysis that will underpin the subsequent stages and
identify: (i) redundant metrics in the existing MPF; and (ii) new metrics that need to be added to
support the vision. This will ensure the MPF is based on the most robust possible evidence base. We
envisage that several changes will be made as part of this initial stage, including the addition of R-MeX
and removal of any redundant metrics.
 Phase 2: Designing tools for existing metrics – September 2020 to April 2021. The second stage of
the Roadmap involves the design and development of tools to support existing metrics in the MPF.
Where metrics in the existing MPF are retained, we will design a robust combination of financial and
reputational incentives and other tools to incentivise better performance, in support of the vision.
 Phase 3: Designing tools for new metrics – April 2021 to April 2022. The third stage of the Roadmap
is to design tools to support new metrics. This will involve designing financial and reputational
incentives and other tools to support better performance against metrics that will be added as part of
the evolved MPF. By the end of this stage, we envisage having reached a ‘steady-state’ that reflects
the vision outlined here.
 Phase 4: Refinement – On-going. The fourth stage of continuous refinement is, on-going. This
combines annual progress reviews with a full year evaluation of the changes made to the MPF after its
first full year of operation, from April 2024.
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Throughout each phase, consideration will be given to key ‘enablers’ which are being developed outside of the
Roadmap. These will improve the capability of the MPF to deliver against the vision. Most notably, the
Bilaterals Project is expected to provide a significant increase in the type and quality of information about
market activities. This should allow greater integration of task-level information and significantly increase the
possible level of sophistication of measures and metrics available to the MPF. The Bilaterals Project is
currently expected to be operational by April 2021. Changes to the MPF will be developed mindful of both
current and future capabilities to ensure consistency across the Roadmap phases.
Other important enablers include: (i) a study of metering being undertaken by MOSL as part of the Panel Plan
and MOSL’s 2020/21 Business Plan, which will increase our understanding and knowledge of the risks and
challenges of obtaining and submitting meter reads into CMOS; and (ii) the enhancement of MOSL’s ability to
share and analyse market data as part of MOSL’s longer-term technology and data Roadmap.
Figure 1: Roadmap for the ‘New’ MPF
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The rest of this document first describes the background and the approach followed during the Review, before
providing an overview of the ‘New’ MPF and each of the phases of the Roadmap.
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Background
The MPF is a collection of processes, methods and incentives that promote compliance with the Wholesale
Retail Code. The underlying principles of the MPF are set out in CDS 0002 (Section 1.1.1), and include:
 Orderly operation of the market and accuracy of settlement.
 Govern, incentivise, monitor and enforce standards of performance.
 Mitigate and manage risk of non-compliance.
 Provide confidence to TPs and the Market Operator that peers are complying with their obligations;
risks to the Central Market Operating System (CMOS) are being managed; and the market is being
continually improved.
Stakeholders have identified several issues in terms of market performance. For instance, in its first State of
the Market Report, Ofwat highlighted: (i) a lack of complete, accurate and timely market data; (ii) poor
aggregate performance of wholesalers against the industry standards, which increases costs for retailers; and
(iii) poor communications between wholesalers and retailers, which leads to poor customer experiences and
makes it difficult for retailers to operate.1 In its second State of the Market Report, Ofwat stated that all three
issues had persisted, and that progress towards addressing them had been slow. 2 In one of our workshops,
participants also noted that the existing MPF “lacks transparency, accountability and a customer focus”.
Table 2 presents an overview of some of the key issues raised by stakeholders. These include:
 In the Market Performance Operating Plan (MPOP) Overview, MOSL noted that stakeholders had
raised concerns regarding the complexity of the existing MPF.3 Other issues with the existing MPF
highlighted by the report include: (i) lacks links to customer outcomes; (ii) absence of qualitative
measures; (iii) financial incentives have not been set at the appropriate level; and (iv) Operational and
Market Performance Standards (OPS and MPS) lack a ‘public profile’.
 In the Call for Inputs (CFI) Outcomes report, Ofwat noted that existing targets are not stretching
enough and that existing incentives are too small – that is, financial and reputational incentives are too
weak to drive performance.4 Moreover, the existing MPF has led to unintended consequences, such

1
2
3
4

‘Open for business: Reviewing the first year of the business retail water market’ Ofwat (2018).
‘State of the market 2018‒19: reviewing the second year of the business retail water market’ Ofwat (2019).
‘Market Performance Operating Plan Overview’ MOSL (2019).
‘CFI outcomes report’ Ofwat (2019).
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as penalties being incurred for underperformance outside of a trading party’s control, and ‘gaming’ by
TPs.
 In its second State of the Market Report, Ofwat noted that trading party performance against MPS and
OPS was too low, especially for wholesalers.5 The regulator highlighted that urgent action was
required to solve market frictions and welcomed MOSL’s commitment to reducing complexity of the
existing MPF and strengthening links to customer outcomes.
 As part of its review of the redistribution of MPS and OPS charges, Economic Insight raised questions
regarding the level at which charges had been set, and the inclusion of a cap.
Table 2: Shortcomings of the existing MPF

5

Source

Issue

MOSL (May 2019)
MPOP Overview

Feedback suggests concerns regarding:
• Complexity
• Lacks link to customer outcomes
• Absence of qualitative satisfaction measures
• Performance lacks ‘public profile’

Ofwat (June 2019)
CFI outcomes report

Feedback suggests:
• Excludes the interactions between wholesalers and retailers
• Targets are not stretching
• Incentives too small
• Unintended consequences:
• Penalties even if outside of control (incentives too big?)
• Gaming

Ofwat (July 2019)
Second State of the
Market Report

Ofwat considers:
• Performance against MPS and OPS is too low
• Welcomes simplification
• Welcomes strengthening links to customer outcomes
• Urgent action is required

Economic Insight

Questions regarding:
• The cap and charge levels

Ibid.
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Considering these issues, MOSL decided to undertake a strategic review (“the Review”) and update of the
existing MPF, with the support of the MPC and Economic Insight. The objective of the Review is to develop a
Roadmap that outlines the future developments of the MPF – that is, the ‘New’ MPF. In doing so, the Review
did not seek to revise the underlying principles of the MPF described above, but instead focused on addressing
the issues raised by stakeholders.
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Approach
As part of the Review, Economic Insight and the Working Group, comprised of MOSL and a subset of MPC
members, set out to:
 Identify the full scope of issues to address;
 Identify the options for change;
 Properly evaluate the options for change; and
 In view of the above, provide a practical way forward over the next 5 years.
To achieve these objectives, Economic Insight facilitated several strategic Visioning and Planning Workshops
between MOSL and the MPC, between September and November 2019. The aim of these workshops was to:
(i) motivate and encourage all stakeholders to engage in the process; and (ii) provide a coherent structure /
framework to tackle complex and interrelated issues in an efficient and effective way.
The process began with two Visioning Workshops that took place in September and October 2019. Their aim
was to understand the aspirations for the future of the MPF and answer the following questions:
 What are our objectives? Which levers do we have / should we have to help meet them? What are
their pros and cons?
 What are the main features of the existing framework? What are the main design choices for each
feature? What criteria should we use to help call between them?
 What does success look like at the end of the Roadmap?
 What practical changes could help us achieve our vision and objectives? How does each option for
change fare against our criteria?
 What are our priorities?
All members of the MPC were encouraged to attend these workshops and, as a result, attendees represented
a wide range of organisations. To encourage substantive discussions and challenge, the Visioning Workshops
consisted of both full group and smaller group discussions and activities. A full description of the two Visioning
Workshops is available in Annex 2.
Following this, two Planning Workshops were held in November. The aim of these workshops was to reach a
high-level view on: (i) the main tasks required to achieve the vision; and (ii) the ‘who, what, and when’
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required. Due to their practical nature, the Planning Workshops were attended by a smaller, subset of MPC
members.
Throughout the project, ‘catch-up’ meetings were held between the Working Group and Economic Insight.
These meetings provided an important opportunity to stake stock after the workshops, and consider:
 Key takeaways and implications from the previous workshop;
 Scope and content for the upcoming workshop; and
 How the next workshop will be run, including who does what.
Figure 2 summarises the timeline of the approach. A more detailed description of the process is available in
Annex 1.
Figure 2: Timeline of approach
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Learnings from the workshops
To ensure the ‘New’ MPF fully reflects stakeholder opinions, two Visioning Workshops were held in September
and October 2019 between MOSL, the MPC, Ofwat, multiple trading party representatives and Economic
Insight. This section sets out the key findings from these workshops and the homework that helped shape the
Roadmap.
The aim of the first Visioning Workshop was to identify the high-level objectives and outcomes of the New
MPF. To facilitate this discussion, participants were invited to participate in a ‘Dragon’s Den’, in which two
groups pitched their vision and outcomes of the New MPF to a group of Dragons. During the activity, many
commonalities between the two groups were revealed, and six themes emerged:
1. The delivery of benefits to customers.
2. A vibrant, competitive and frictionless open environment.
3. Proportionate, appropriate and allocated accountability.
4. A more attractive market, with a view to increase effective competition and customer choice.
5. A more positive customer experience and customer empowerment through transparency, simplicity,
and accessibility of information.
6. More incentives for retailer and wholesaler collaboration.
These themes were also reflected in the homework following the workshop, in which participants were asked
to set out: (i) the main changes they would like to make to the existing MPF; and (ii) the reasons for each
change. From the responses, four aspirations for the New MPF emerged:
 The New MPF should help deliver effective market functioning and be a driver of continuous
improvement.
 The New MPF should identify and remove frictions and barriers in the market.
 Under the New MPF, incentives should be (i) flexible; (ii) clear; (iii) effective; and (iv) aligned to
behaviours and outcomes.
 The New MPF should enable a better customer experience and empower customers with choice.
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“The MPF will facilitate the delivery
of a vibrant and competitive
business retail market, that delivers
benefits to customers” (Visioning
Workshop 1)

“Driving performance by enabling
hassle-free, innovative services
for water customers through the
most seamless, open and
attractive market environment”
(Visioning Workshop 1)

Following this, the second workshop looked to add more definition to the vision identified in the previous
workshop and homework, as well as begin to determine how to achieve this vision. During the workshop,
participants were asked to reflect on the following: (i) which customers should benefit and what
improvements do they want to see; and (ii) what practical differences would we like to see in 5 years’ time and
how would these differences / changes translate into benefits.
 On the first point, participants agreed that all customers should benefit from the New MPF – that is,
certain customer groups should not be prioritized over others based on, for example, geography or
size.
 On the second, it was agreed that both ‘empowered customers’ and ‘more accountability’ were the
most important outcomes to achieve. In particular, participants noted that solving the accountability
issue would lead to other positive outcomes, such as more collaboration between TPs and attracting
new businesses to the market.
In view of the above, the discussion then turned to the levers that
should be used to help achieve these outcomes. Participants agreed
that financial incentives and reputational incentives should be the
main levers of the New MPF, but that these should be ‘smarter’ than
the existing set of incentives. It was also agreed that ‘other tools’
would also form part of the New MPF, including guidance,
rectification, information, and assurance / audit. Finally, the
workshop identified that, before new levers can be introduced, there
is a need to tackle the underlying legacy and ongoing data issues that
may have been preventing the market from moving forward.
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Overview of the Roadmap
Figure 3 presents an overview of the Roadmap for the MPF. Improvements to the existing MPF will be
implemented from 2020, and the ‘New’ MPF is seen as being fully delivered by April 2024.
Figure 3: Roadmap for the New MPF

To deliver the New MPF by April 2024, a number of phases and associated projects will be implemented.
These phases are:
 Phase 1: Recommending changes – January to September 2020.
 Phase 2: Designing tools for existing metrics – September 2020 to April 2021.
 Phase 3: Designing tools for new metrics – April 2021 to April 2022.
 Phase 4: Refinement – On-going.
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The Roadmap has been staged in this manner with the aim of delivering the right changes to the MPF in a
timeframe that allows business water customers to benefit sooner. As such, the Roadmap includes an initial
Phase 1 that combines evidence gathering and the implementation of changes, including the addition of RMeX and the removal of redundant metrics. For the same reason, the phases of the Roadmap distinguish
between ‘existing metrics’ and ‘new metrics’. The former refers to metrics that are already measured (and
possibly incentivised) as part of the existing MPF. For such measures, in Phase 2, the task is to refine the
incentives and other tools to be used, and therefore these changes are implemented more quickly. New
metrics require additional research and calibration, and as such have a longer lead-in. Further, to ensure new
and existing metrics work as an overall ‘package’, our Phase 3 work includes a top-down assessment of the
overall incentive properties of the MPF.
The timing of each phase is intended to ensure that there is sufficient time for: (i) engagement with trading
parties and key market stakeholders (i.e. Panel, MPC and various working groups) regarding the changes; and
(ii) changes to take effect and thereafter monitored and evaluated appropriately.
We summarise the phases of the Roadmap, before setting out each in greater detail, including describing
individual projects within each stage.

Phase 1: Recommending changes – January to September 2020.
The Roadmap begins with an initial phase of scoping, evidence gathering and analysis, which will underpin the
subsequent stages. This will ensure the MPF is based on the most robust possible evidence base. In addition,
this stage culminates in recommendations for ‘options for change’ regarding: (i) which metrics in the existing
MPF are redundant and should be removed; and (ii) which new metrics should be added to the MPF. We
envisage that several changes will be made as part of this initial stage, including the addition of R-MeX and the
removal of any redundant metrics. We may also introduce reputational incentives for existing metrics at this
stage.

Phase 2: Designing tools for existing metrics – September 2020 to April 2021.
The second stage of the Roadmap involves the design and development of tools to support existing metrics in
the MPF. Different metrics will require different tools to encourage improvements in performance, and so we
will progress several projects to design: (i) financial incentives; (ii) reputational incentives; and (iii) other riskbased and tailored intervention. Where metrics in the existing MPF are retained, we will design a robust
combination of financial and reputational incentives and other tools to incentivise better performance, in
support of the vision.
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Phase 3: Designing tools for new metrics – April 2021 to April 2022.
The third stage of the Roadmap is to design tools to support new metrics. This will involve designing financial
and reputational incentives and other tools to support better performance against metrics that will be added
as part of the MPF. By the end of this stage, we envisage having reached a ‘steady-state’ New MPF that
reflects the vision outlined here. As such, we will include a ‘top-down’ assessment of the overall incentive
properties of the MPF. We may, in addition, recommend the introduction of a new Outcome Delivery
Incentive (ODI) for PR24 at this stage, depending on our findings on wholesalers’ incentives.

Phase 4: Refinement – On-going.
The fourth stage of continuous refinement is on-going. This combines annual progress reviews with a full year
evaluation of the MPF after its first full year of operation, from April 2024.
The next four sections set out each of these phases in more detail.
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Phase 1: Identifying and evaluating options for change
Overview
Phase 1 of the Review will seek to identify and evaluate options for change. In particular, the objective of this
phase is to determine new metrics that should be included in the New MPF, as well as determine which of the
existing metrics should be excluded or modified. The principles underlying this phase are as follows:
 Only metrics that help meet the vision should be included.
 There should be a clear alignment to customer outcomes.
 The work should focus on high-priority metrics i.e. those with the greatest ability to help meet the
vision.
 All metrics should be in the control of the trading party with responsibility for them.
This phase will run between now and September 2020. From April 2020, key milestones include: (i) R-MeX will
be added to the MPF; (ii) metrics without a clear alignment to customer outcomes will be removed; and (iii)
possibly, new reputational incentives will be implemented. Following this, by September 2020, it will be
decided what new metrics should be included in the New MPF.
As part of Phase 1, four projects will be undertaken (see Table 3 for summary). These are described in turn in
the rest of this section.
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Table 3: Phase 1 projects
Project
number

Project name

Start date

End date

Dependencies

1.1

Data scoping
issues

January 2020

April 2020

 Data Cleanse activity as part of
MPOP Programmes A and B

Metric
identification

January 2020

1.3

Accountability
assignment

April 2020

September 2020

1.4

Options for
change

April 2020

September 2020

1.2

April 2020

 Bilaterals: requirements and
capabilities
 Recommendations from 1.1

 Measures identified as part of 1.2
 MOSL metering study

 1.1, 1.2, 1.3

Project 1.1: Data issues scoping project
The first project in Phase 1 is the data issues scoping project. The purpose of this project is to understand the
existing issues around legacy and non-legacy data. These were identified in the workshops as an important
barrier to the existence of seamless and efficient market operation. As part of this work, key considerations
will include:
 What market data are currently collected and who are the owners?
 What are the issues with the data and why do they cause problems?
 What are the options for solving them?
Project 1.1 will be completed between January and April 2020, and following this, work seeking to address the
issues will be on-going. The output will be a report setting out the answers to the above questions.
To complete the project, it will be necessary to undertake the following inputs and activities: (i) compile a list
of current market data and owners, using desk-based research; (ii) audit of centrally-held data; (iii)
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consultation with market participants on issues with the identified data; and (iv) assess the scale of problems
based on the preceding two steps.

Project 1.2: Metric identification
The objective of Project 1.2 is to work out what we want to measure as part of the New MPF and why, by
identifying metrics that align with customer outcomes. As discussed above, this does not imply that the New
MPF will come ‘in between’ TPs and customers. Rather, it implies that the New MPF will support good
outcomes for customers, by ensuring that any metrics that are included (and possibly incentivised) have a
clear ‘line of sight’ to improved customer outcomes.
Key issues include:
 What are the activities that support the goals of: (i) seamless customer experience of tendering,
switching and billing; (ii) accurate settlement; and (iii) higher quality wholesaler-retailer services?
 What matters in terms of the delivery of these activities, in terms of timeliness and quality?
The project will run between January and April 2020, and the output for this project will be to determine the
list of metrics for inclusion within the New MPF.
The activities and inputs required to complete the project are: (i) identify activities supporting goals set out
above; (ii) wider consultation with market participants on these activities; and (iii) finalise list of metrics in light
of these.

Project 1.3: Accountability assignment
Following the above, an accountability assignment project will be implemented between April and September
2020. The aim of this project is to deconstruct the underlying activities needed to deliver seamless customer
experience, accurate settlement and quality wholesale-retailer services; and then determine who is
responsible and accountable for them. Uncertainty as to which parties were accountable was identified in
workshops as a key barrier to improved customer outcomes.
The output for this project will be a document setting out responsibilities of all market participants and who is
accountable when things go wrong.
The project will begin by determining which parties, if any, are currently accountable for the list of activities
identified in Project 1.2. Following this, the project will seek to: (i) assess whether the party currently
accountable is the most appropriate; and (ii) where gaps exist, identify the most appropriate party to hold
responsible for the activity. Finally, a consultation with market participants on the conclusions and revisions in
the light of these findings will be carried out.

Roadmap for the Evolution of the Market Performance Framework
Final Report | 23 December 2019

21

Project 1.4: Options for change
The final project in Phase 1 is the ‘options for change’ project, which aims to identify concrete options for
immediate change and options for longer-term change. The rationale for including this as a project at the end
of Phase 1 is that it enables the identification of changes that can be implemented immediately, for the benefit
of the market.
As such, key issues to be addressed will include:
 What are the changes we want to implement immediately?
 What information do we require to implement longer-term changes?
The project will run between April and September 2020, and will determine immediate changes for
implementation from September 2020, as well as broad options and information requirements for further
change. Note that the work on design and implementation for immediate changes begins in the next phase.
The first step of the project will be to compare metrics identified in 1.2 with those in the existing MPF to
identify which of the existing metrics are redundant and should be removed. Following this, the project will
develop and apply criteria for determining whether the remaining metrics are appropriate for: (i) financial
incentives; (ii) reputational incentives; and/or (iii) other tools. Criteria are likely to include: benefit to
customers, feasibility, implementation and resource cost and risk of error. It will also be necessary to identify
the information required to determine the design of financial incentives, the most important of which are
likely to include customer valuation and cost. Finally, the project will determine success criteria for the New
MPF, based on the set of metrics and incentives identified. As a result, this project is dependent on all of the
preceding projects in Phase 1 – that is, Projects 1.1, 1.2 and 1.3.
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Phase 2: Designing incentives and other tools for existing metrics
Overview
The purpose of Phase 2 is to design the financial and reputational incentives and other tools for existing
(retained) metrics. As set out above, the rationale for focusing on current metrics at this stage is because we
can make quicker progress on the development of robust incentives and other tools for existing metrics than
for new ones.
As part of this, the following principles will be applied:
 All financial incentives should reflect costs and benefits – individually and in aggregate – where
possible.
 Limits to the impact of the financial incentives (such as caps) should only be used where there is a
compelling case for them.
 Other tools (such as rectification) should use a risk-based and tailored approach.
 Use of the tools should not distort competition between retailers or crowd-out potential
intermediaries.
Phase 2 will begin in September 2020 and end in April 2021. By April 2021, we will have achieved: (i) the
introduction and testing of any new metrics identified in Phase 1; (ii) the introduction of new financial and
reputational incentives for existing metrics; and (iii) the development of risk-based and tailored intervention.
Table 4 summarises the three associated projects of Phase 2. The rest of this section sets out these projects in
more detail.
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Table 4: Phase 2 projects
Project
number

Project name

2.1

Design financial incentives (existing
metrics)

September
April 2021
2020

1.4

2.2

Design reputational incentives
(existing metrics)

September
April 2021
2020

1.4

2.3

Develop risk-based and tailored
intervention (existing metrics)

September
1.4 and forthcoming Review of
April 2021
2020
IPRP process

Start date

End date

Dependencies

Project 2.1: Design financial incentives based on existing metrics
Project 2.1 aims to design financial incentives to be attached to existing metrics, ready for implementation in
the market. Key issues will include:
 What are the principles underlying the determination of the charges (i.e. are these charges
compensatory etc.)?
 How should charges be designed and what is their likely financial impact?
The project will run between September 2020 and April 2021, and a number of activities and inputs are
required as part of this project. First, it will be necessary to gather the information required to implement the
incentive design identified in Project 1.4. Following this, incentives can be designed, taking into consideration
the following parameters:
 Triggers for payment of charges.
 Recipients of charges (MOSL, affected party etc.).
 Structure of charges (flat rate, tiered, etc.).
 Level of charges.
 Use of applicable caps and collars.
 Inclusion of rewards and penalties.
Finally, where data allows, it will be important to estimate charges that would have applied in order to assess
the likely financial impact.
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This project is dependent on Project 1.4.

Project 2.2: Design reputational incentives based on existing metrics
Similarly, Project 2.2 seeks to achieve a full design of reputational incentives, ready for implementation in the
market. Important considerations when designing reputational incentives include:
 How can a reputational incentive best encourage behavioural change?
 What is the best way of presenting reputational incentives, given their intended audience?
The project will take place between September 2020 and April 2021 and is dependent on the completion of
Project 1.4.
The following activities and inputs are required: (i) how the reputational incentives are intended to change
trading party behaviour; (ii) the intended audience for the incentives; (iii) coverage of the incentives (i.e. all
TPs or a subset); and (iv) a presentation of the incentives, consistent with the intended audience.

Project 2.3: Develop risk-based and tailored intervention
Project 2.3 looks to develop risk-based and tailored intervention tools, including enforcement. The objective
of the project is to determine the most effective intervention approach for different problems – specifically
those that will not be addressed through financial and/or reputational incentives. In doing so, it will be
important to consider the following:
 When should intervention be used?
 What interventions should be used?
 What criteria (e.g. persistence, pervasiveness, severity, scale) should be used to determine whether /
which intervention should be used?
 To what extent should factors ‘external’ to the New MPF (e.g. complaints, regulatory information)
inform the decisions?
The project will run between September 2020 and April 2021, and the output for this project will be
intervention approaches mapped to different problems using clear criteria.
To carry out this project, it will be necessary to: (i) draw on lessons from the IPRP process; (ii) develop a full list
of potential interventions, including escalation approaches; (iii) develop and test criteria by application to
previous IPRP processes; and (iv) decide timelines and plan for implementing new approach.
The project will depend on the completion of Project 1.4 and the forthcoming Review of the IPRP process.
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Phase 3: Evaluating new metrics and designing associated
incentives and other tools
Overview
Phase 3 of the Review is to evaluate the new metrics introduced in Phase 2, and design associated incentives
and other tools. The same principles as those set out in Phase 2 apply, that is:
 All financial incentives should reflect costs and benefits – individually and in aggregate – where
possible.
 Limits to the impact of the financial incentives (such as caps) should only be used where there is a
compelling case for them.
 Other tools (such as rectification) should use a risk-based and tailored approach.
 Use of the tools should not distort competition between retailers or crowd-out potential
intermediaries.
This phase will run between April 2021 and April 2022. By April 2022, the introduction new financial and
reputational incentives attached to the new metrics will be completed. Additionally, if appropriate, by this
date, the phase will recommend the introduction of a new ODI in PR24.
Table 5 summarises the five associated projects of Phase 3. The rest of this section sets out these projects in
more detail.
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Table 5: Phase 3 projects
Project
number

Project name

Start date

End date

Dependencies

3.1

Design financial incentives (new metrics)

April 2021

April 2022

1.4

3.2

Design reputational incentives (new
metrics)

April 2021

April 2022

1.4

3.3

Design risk-based and tailored
intervention (new metrics)

April 2021

April 2022

1.4

3.4

Top-down assessment of incentive
package

April 2021

April 2022 2.1, 3.1, 3.2, 3.3

3.5

Developing guidance

April 2021

April 2022

Project 3.1: Design financial incentives based on new metrics
The objective of Project 3.1 is to design financial incentives to be attached to new metrics, ready for
implementation in the market. Key considerations when designing financial incentives include:
 What are the principles underlying the determination of the charges (compensatory etc.)?
 How should charges be design and what is their likely financial impact?
The project will run from April 2021 to September 2022 and will depend on the completion of Project 1.4. The
inputs and activities required as part of the project are the same as those required for Project 2.1.

Project 3.2: Design reputational incentives based on new metrics
Project 3.2 aims to design reputational incentives to be attached to new metrics, ready for implementation in
the market. Important considerations for this project include:
 How can a reputational incentive best encourage behavioural change?
 What is the best way of presenting reputational incentives, given their intended audience?
The project will begin in April 2021 until September 2022 and will depend on the completion of Project 1.4.
Inputs and activities to be carried out as part of the project are the same as those required for Project 2.2.
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Project 3.3: Design of risk-based and tailored intervention based on new metrics
The objective of Project 3.3 is to design other tools applying to new metrics, ready to implement in the market.
The project will run between April 2021 and April 2022 and depends on Project 1.4. Key issues, inputs and
activities are the same as those outlined for Project 2.3.

Project 3.4: Top-down assessment of incentive package
Project 3.4 aims to cross-check the calibration of incentives on a top-down basis. Given the staging set out
above, at the completion of Project 3.3 we will have the initial design of the full ‘New MPF’. It is therefore
appropriate, at this stage, to assess the incentive properties of the overall package (the incentive properties of
individual measures having been established as part of their design).
In particular, key issues to consider will include:
 Does the overall set of incentives represent a balanced package?
 What is the aggregate impact of the package of financial incentives in the New MPF?
The project will run between April 2021 and April 2022, and the output will be an assessment of the overall
‘balance’ of the package of incentives and the potential financial impact of the package on TPs. As such, the
project will depend on the completion of the following projects: 2.1, 3.1, 3.2 and 3.3.
Inputs and activities to be carried out include: (i) sense check of overall package of financial and reputational
incentives; (ii) where possible, assemble dataset containing historical data on firm behaviour against metrics;
(iii) calculate implied financial impact based on actual historical trading party behaviour; and (iv) calculate
implied financial impact based on scenario analysis of plausible trading party behavioural change.

Project 3.5: Developing guidance
The final project in Phase 3 will aim to develop guidance for the New MPF. Important considerations include:
 What should the substantive content of the guidance be?
 What is the best presentation and delivery of the guidance in practice?
The project will be implemented between April 2021 and April 2022 and will produce draft guidance covering:
(i) the performance expectations and reasons for them; (ii) when the intervention process is triggered and
what it involves; and (iii) what ‘good looks like’ in terms of engaging with the intervention process.

Roadmap for the Evolution of the Market Performance Framework
Final Report | 23 December 2019

28

The inputs and activities required to carry out the project are:
 Gather information – e.g. seek input from stakeholders as to what guidance would be most useful,
capturing previous feedback and questions.
 Develop draft guidance based on the information gathered.
 Test draft guidance with stakeholders.
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Phase 4: On-going monitoring, evaluation and reform
Overview
Phase 4 of the MPF Review is an on-going monitoring, evaluation and reform process, which takes place
between now and April 2024. The purpose of this phase of work is to ensure that we can track, understand
and evaluate the impact of the changes made to the MPF and make improvements as we learn more. It is
anticipated that any changes made to the MPF could require further refinement, or even complete re-design,
based on the evaluation work during this phase.
The principles underlying Phase 4 are as follows:
 All new changes should be given enough time to take effect.
 All new changes should be monitored and evaluated.
 All new changes should be made (and timed) in a way that allows for proper monitoring and
evaluation.
 No reform should take place without an evaluation.
As part of this phase, annual reviews will be carried out each year via the AMPR process, as well as a full
evaluation of the New MPF from 2024.
Table 6 summarises the two associated projects of Phase 3. The rest of this section sets out these projects in
more detail.
Table 6: Phase 4 projects
Project number

Project name

Start date

End date

Dependencies

4.1

Annual Review

Annual

Annual

Includes AMPR

4.2

Evaluation of New MPF

2024

2025

As above

Project 4.1: Annual Review
The objectives of the annual reviews will be to ensure that the delivery of the New MPF is on track. In
particular, they will consider:
 Have we done what we said we would?
 Have any new risks emerged that we need to tackle?
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 Is the plan still the right plan in view of any market changes?
 What are the early indications of the effectiveness of the reforms?
The annual reviews will be carried out as part of the AMPR process each year. They will include the following
inputs and activities: (i) comparison of work done against the plan; (ii) identification of any emerging risks and
mitigation strategies; (iii) where appropriate, gather stakeholder feedback on the impact of changes made;
and (iv) determine any refinements / changes.

Project 4.2: Full evaluation of the New MPF
At the end of the Review, between 2024 and 2025, a full process and partial impact evaluation of the New
MPF will be undertaken. Key considerations will include:
 How successful was the delivery of the New MPF?
 What lessons have been learned?
 What, if anything, should be done over the following 3-5 years?
 What is known now about the impact of the New MPF?
 Whether, when and how should a full impact evaluation be done?
In addition to the inputs and activities of Project 4.1, the full evaluation will seek to: (i) identify the objectives
for the next 3-5 years and potential changes needed; (ii) identify potential measures of impact; (iii) consider
whether / which measures of impact should be reviewed now, or later; and (iv) consider the merit of and
approach to full impact evaluation. The full evaluation will build on the conclusions from the annual reviews,
and so is dependent on the completion of Project 4.1.
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Annex 1 – Process
This Annex sets out the process followed during the Review.

Kick-off meeting
The project began with a kick-off meeting on Tuesday 6th August 2019, between MOSL and Economic Insight.
During this meeting:
 Objectives and outputs of the project were confirmed.
 Scope and priorities for the Visioning and Planning Workshops were agreed.
The presentation slides from this workshop are available in Annex 4.

Visioning Workshops
Visioning Workshop 1 and Visioning Workshop 2 were held on Monday 16th September and Monday 14th
October respectively. The whole of the MPC was invited to participate in these workshops, to ensure
attendees represented a wide range of different stakeholders and interests. Participants in these workshops
were as follows:
 Anglian Water: Don Maher.
 Business Stream: Trevor Nelson.
 CC Water: Christina Blackwell.
 Independent Panel Member and MPC Chair: Nigel Sisman.
 MOSL: Steve Arthur; Luke Austin; Markus Lloyd; Alexandra Piper; Pam Nash; Evan Joanette; Samantha
Webb.
 Ofwat: Darren Hayes; Shaun Kent; Georgina Mills.
 Severn Trent: Mike Rathbone.
 Thames Water: Gerard Lyden.
 United Utilities: Jesse Wright.
 Water Plus: Mike Brindle; Michelle Burns.
 Water Scan: Claire Yeates.
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 Wave Utilities: Wendy Monk.
 Wessex Water: Jon Fuller.
 Yorkshire Water: Matt Rix; James Wilson.
 Economic Insight: James Harvey; Christopher Pickard; Sarah Barker; Alasdair Crookes.
The aim of the Visioning Workshops was to gain a clear understanding of aspirations / vision for the New MPF.
In particular, these workshops set out to: (i) agree the objectives of the New MPF; (ii) scope out what an
excellent MPF should look like; (iii) agree and evaluate the options for change; and (iv) establish priorities. To
encourage substantive discussion, the workshops consisted of a mix of smaller and larger group discussions.
A more detailed account of the topics covered in each Visioning Workshop is available in Annex 2, and
presentation slides are available in Annex 4.

Planning Workshops
Planning Workshops 1 and 2 were held on Wednesday 13th November and Monday 25th November
respectively, and were attended by a smaller Working Group, composed of MOSL and a subset of MPC
members. Participants of the Planning Workshops were as follows:
 Anglian Water: Don Maher.
 Business Stream: Trevor Nelson.
 Independent Panel Member and MPC Chair: Nigel Sisman.
 MOSL: Steve Arthur; Luke Austin; Alexandra Piper; Markus Lloyd.
 Thames Water: Gerard Lyden.
 Water Plus: Mike Brindle.
 Water Scan: Claire Yeates.
 Economic Insight: James Harvey; Christopher Pickard; Sarah Barker.
The purpose of the Planning Workshops was to identify the practical tasks and steps needed to deliver the
objectives and outcomes identified in the previous two workshops. In other words, these workshops set out
to identify the ‘who, what and when’ required to achieve the vision.
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Catch-up Meetings
Following each workshop, Economic Insight and the Working Group held ‘catch-up’ meetings, to:
 Discuss key takeaways and implications of the previous workshop;
 Determine scope, content and priorities for the next workshop; and
 Agree how the next workshop will be run.
These meetings were held regularly throughout the project.
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Annex 2 – Visioning Workshops
This Annex describes the two Visioning Workshops in more detail.

Visioning Workshop 1
The objective of the first Visioning Workshop was to identify what we want to achieve – that is, the objectives
of the ‘New’ MPF.

Activity – Vision Statements
For the first activity, participants were split into two groups and asked to identify the main similarities and
differences between vision statements from other organisations. Key features were as follows:
 Most statements were outward-looking / customer-centric, while a smaller number were inwardlooking / focused on themselves as a market leader.
 All statements were aspirational, ambitious, progressive and motivational. Often this was conveyed
through competitive language such as ‘best’, ‘leader’ or ‘most’.
 Many statements focused on a solution, referring to ‘who, what and how’ their solution applied.
However, generally statements remained at a high-level – that is, they were not specific about the
details of their ‘who, what and how’. Similarly, the impacts and goals that they proposed were not
clearly measurable.
 Statements did not specify an end date.
 Certain words and phrasings were used to create a specific mood and draw out emotions. For
example, Amazon used the word ‘Earth’ which connotes environmentalism, while Tesco employed
warm language which speaks to ‘everyday consumers’.
 Statements varied in who they were addressed to – that is, shareholders or customers.

Discussion – Outcomes
It was highlighted that there is an important distinction between (i) objectives; (ii) outcomes; and (iii) outputs.
Objectives are high-level and address what we want to achieve, whereas outcomes are what happen when
objectives are met. Further to this, outputs are practical things that TPs and others need to do to deliver these
objectives.
In practice, stated outcomes should answer three questions:
 What are the changes we hope to see?
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 What benefits will the changes deliver?
 To whom?
As an example, participants tried to identify what outcomes might be listed by Apple. Suggestions included: (i)
timely and consistent improvements to its products; (ii) changes to the customer experience; and (iii) to be the
best in its field. Following this, Apple’s actual outcomes were presented to the group. The company’s
outcomes were personal and based on the objective it wanted to achieve. In particular, ‘innovative design’
was listed as one of their outcomes, rather than price, since this is the area in which they compete.

Activity – Dragons’ Den
Following this, attendees were invited to participate in a ‘Dragon’s Den’, in which two groups pitched their
New MPF to a group of Dragons. Dragons were tasked with preparing pertinent questions, while each group
was asked to (i) choose a team name; (ii) develop their vision statement – that is, what overarching objective
their New MPF would deliver in 5 years’ time; and (iii) develop the outcomes – that is, what benefits their New
MPF would deliver and to whom.
Both teams had discussions and disagreements about the exact role and positioning of the MPF, and were
careful to note that the MPF should not be overly involved – that is, it is designed to be a ‘facilitator’. In one
team, there was a debate about whether the MPF was designed to align performance, timing and transactions,
or to implement proportionate and aligned incentives. Similarly, there was discussion around whether the
MPF’s objective relates to market competition, or directly to customer service. Accountability was highlighted
as a priority in both teams. In particular, they noted that, through effective accountability, proportionate and
accurate incentives can be implemented. Relatedly, developing a clear distinction – but also a mode of
interaction – between retailers and wholesalers was a point that was raised.
The first team to pitch their New MPF was ‘Winning with Purpose’, with the visioning statement: “the MPF will
facilitate the delivery of a vibrant and competitive business retail market, that delivers benefits to customers”.
Winning with Purpose identified three main benefits for customers and retailers that would arise from their
New MPF:
 Market participants will be more accountable for delivery of their services and for the timely and
accurate exchange of data. This will create an environment which encourages effective competition
between retailers and in turn leads to better service for consumers.
 Customers will be empowered to engage in the market through greater simplicity, transparency and
accessibility to information.
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 It will drive a cultural shift in the market, with more incentives for retailers and wholesalers to
collaborate.
This team noted that the existing MPF lacks transparency, accountability, and a customer focus – that is, the
things they wish to address. The market is still developing, and so empowering customers will help to develop
the market in an effective way. Finally, Winning with Purpose stated that keeping the proposals at a high-level
will mean that the solutions can be flexible and durable.
The second team, ‘Water Outcomes Way-Forward’, put forward the following vision statement: “driving
performance by enabling hassle-free, innovative services for water customers through the most seamless, open
and attractive market environment”. The benefits delivered from their New MPF included:
 Reduced intervention through self-governance.
 Making the market attractive to innovative and disruptive TPs. This includes bringing new businesses
into the market, who can be attracted through more clear information about what the on-goings in
the market are.
 Accountable, open and transparent information.
 The MPF will be adaptable and open to change, as well as being open to scrutiny, ensuring that it is
durable in the long-run.
 TPs will be clearly accountable, and incentives will be proportionate. This can be achieved through
maintaining a transparent service chain.
 Creating a more positive customer experience of water services.

Discussion – Boundaries of the MPF
Teams were then asked to outline the boundaries of the MPF in relation to ‘empowering customers’. Key
issues raised included:
 Exercising choice: rules around debt-blocking; and facilitating simple, hassle-free switching.
 Participation: direct participation such as governance groups, as well as indirect participation such as
customer surveys.
 Information / insight: on market offers, prices, qualitative information on retailers, customer-friendly
analytics.
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 Promote competition: open website for water retailers with information on performance levels and
complaints.
 Customer surveys / customer panels should be part of the MPF.
 Interaction based feedback should be the responsibility of retailers and wholesalers.
 Ofwat, CC Water and MOSL may all have some responsibility for developing a mechanism for switching
and promoting switching.
 Both the MPF and MOSL should contribute to developing a comparison website-style approach for
water retail.
Other points raised in the discussion included the following:
 The MPF requires collective action from all parties involved, with MOSL acting as a facilitator. The
MPC has day-to-day jobs to keep up with, and so management of the MPF may have to go higher than
them.
 They need to consider how data can be presented in a customer-friendly way to enable them to make
choices.
 An effective way to determine ‘who does what’ may be to first identify the objectives, outcomes and
outputs of the MPF, and then look at who (i.e. which body) has the resources available to deliver that.
 Customer service should not be skewed, side-lined or in any way negatively affected by changes to the
MPF – customers should receive the same quality of service in all parts of the country.
 The scale of the ambition for the MPF could be determined by linking it to the level of risks involved,
e.g. through cost-benefit analysis.

Homework
At the end of the workshop, participants were asked to send ‘homework’ to Economic Insight, in which they
set out: (i) the main changes they would like to make to the existing MPF; and (ii) the reasons for each change.
A summary of the homework responses can be found in Annex 3.

Visioning Workshop 2
The objective of the second Visioning Workshop was to add more definition to the vision identified in the
previous workshop and determine how to achieve the vision – that is, begin to reflect on outcomes, priorities
and enablers / levers.
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What are the findings and implications from Workshop 1?
The workshop began with reflections on the first workshop, which revealed a lot of ‘common ground’ between
participants. Indeed, six common themes emerged from the Dragon’s Den activity and the homework replies:
 The delivery of benefits to customers.
 A vibrant, competitive and frictionless open environment.
 Proportionate, appropriate and allocated accountability.
 A more attractive market, with a view to increase effective competition and customer choice.
 A more positive customer experience and customer empowerment through transparency, simplicity,
and accessibility of information.
 More incentives for retailer and wholesaler collaboration.
Based on this, the following high-level summary of the New MPF emerged, as shown in Table 7.
Table 7: Summary of the New MPF
Objective / Outcome /
Output

Summary

Objective

Increase benefits to business water customers.

Outcome

Effective customer choice of better services.
Effective supply-side – frictionless entry, expansion and exit:

Outputs

-

More accountable TPs.

-

Greater collaboration between TPs.

-

Reduced intervention through self-governance.
•

Attracting new businesses.

Effective demand-side – frictionless choice:
Empowered and engaged customers.
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Economic Insight then provided some guidance on how to proceed in the debate about the MPF’s role in
relation to ‘empowering customers’ from the previous workshop. In particular, Economic Insight said that
there must be a logical connection between what the MPF does and the customer benefits – likely through
reducing market frictions. However, this does not mean that the MPF has to ‘meet the customer’ itself, and if
it does, care must be taken not: (i) to distort competition between retailers; or (ii) crowd-out intermediaries.
Specifically:


The MPF should monitor customer-facing outcomes – possibly for measuring.

 The MPF should not only do things that have measurable impacts on customer-facing outcomes, as
this will be too difficult.
 The MPF should not seek to deliver customer-facing tools, such as comparison websites, due to the
possibility of crowing out.
 The MPF could possibly facilitate the delivery of customer-facing tools created by others, for example,
if the MPF were custodian to data required by intermediaries.
There was broad agreement with the latter three observations. However, a point was raised that improving
data for the customer places more pressure on retailers than wholesalers, as customers cannot switch
wholesalers. It was agreed that wholesaler-retailer collaboration and accountability are important so that the
correct entity is responsible for actions impacting customers.

What changes do we want to see?
From the high-level summary of the New MPF, a set of further questions ensued: (i) which customers should
benefit and what improvements do they want to see; and (ii) what practical differences would we like to see in
5 years’ time and how would these differences / changes translate into benefits. Participants were split into
two groups for discussion, before presenting their ideas to the others.
To address the first set of questions, the groups were asked to place different types of customers into four
categories: (i) high benefit, low cost; (ii) high benefit, high cost; (iii) low benefit, low cost; and (iv) low benefit,
high cost. Discussion points were as follows:
 Group 1 advocated that the MPF should give everyone equal access to the market. They noted that
larger customers are already more informed and engaged in the market and that ‘low benefits’ may be
very important for smaller customers.
 Group 2 felt that there needs to be harmonization in the English market – for instance, all wholesalers
should have the same policies to help retailers working with multiple wholesalers. Despite
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harmonized policies being low cost in some instances, such as leakage, and high cost in others, such as
meter readings, they would result in high benefits for all customers.
Both groups agreed that, while smaller customers have lower benefits than larger customers, it is important
not to disadvantage these smaller customers, as all customers could see a high benefit from the New MPF.
Therefore, the groups concluded that certain customer groups should not be prioritized over others, as the
impact on the end customer would be the same regardless of size.
To answer the second set of questions, groups were asked to develop their ideas for modest, medium and high
ambition outputs. In particular:
 Group 1 focused on two outputs: (i) increased accountability; and (ii) empowered customers. For the
first output, at a slow pace of change, TPs would recognise their responsibilities and spot check
themselves, while at a steady pace, parties would be held to account for their actions. At a fast pace
of change, the market would undertake a large, one-off data cleanse, however, who would pay for this
was ambiguous. For the empowered customers output, customers being aware that they can switch
represented a slow pace of change, and provision of useful information about retailers represented a
steady pace. Customers having correct and timely information to make informed decisions was put
forward for the fast pace of change.
 Group 2 had a discussion around five outcomes, with the following ambitions for the future: (i)
accountability – risk assessments and financial accountabilities for all parties; (ii) collaboration – blame
culture should be removed and cross-party collaboration should be visible to customers; (iii) lower
intervention – this will occur as a result of the other outcomes, as less disputes will occur; (iv)
attracting more businesses – a certain percentage should be involved in the market each year; and (v)
empowered customers – customers should be able to define the service they want and be able to
negotiate what they want.
Both groups concluded that both ‘empowered customers’ and ‘more accountability’ were the most important
outcomes, and that solving accountability would resolve other issues concurrently. Table 8 sets out the agreed
ambitions.
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Table 8: Ambitions for accountability and empowered customers
Outcome

Slow pace

Steady pace

Fast pace

Accountability

Continuation of the status
quo.

Targeted set of initiatives
where accountability fails
most.

A permanent solution to the
data problems.

Empowered
customers

Determining information
required.

Provision of information to
Timely and accurate
customers when appropriate. information to customers.

What enablers / levers should we use?
In view of the above, the workshop looked to identify the enablers / levers that could be used to help achieve
these outcomes. Participants identified six high-level categories of levers: (i) financial incentives; (ii)
reputational incentives; (iii) information; (iv) guidance / support; (v) rectification; and (vi) assurance and audit.
To assess the appropriateness of these different levers for each output, participants were asked to consider:
 Who does the lever target?
 How / why would pulling the lever change their behaviour?
 What is known about the effectiveness of the lever?
 How quickly would it deliver benefits?
 What would be the time / cost of pulling the lever?
 Could there be any unintended consequences? Can they be mitigated?
The group concluded that financial incentives and reputational incentives would be the main levers of the New
MPF, and that rectification should be employed less frequently. Indeed, participants were in favour of using
financial incentives, as these are relatively clear and simple. However, it was noted that the current levels of
charges do not always reflect cost, and so do not incentivise the right behaviour. In the future, financial
incentives should be: (i) attributable and set at the correct level to improve credibility; (ii) compensatory
where appropriate; and (iii) financial rewards should be considered alongside penalties.
Turning to rectification, many of the participants felt that rectification was currently being employed too often
and that, in a well-designed incentives regime, IPRPs would be exceptional. The cost of rectification impacts
the entire market rather than the trading party causing the issue, due to: (i) the governance and boards
requirements; and (ii) the cost to the Market Operator of carrying out the rectification and performance
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monitoring. In the future, with properly functioning incentives, rectification should be used infrequently as a
‘special measure’.

What steps do we need to take?
The discussion then turned to the steps required to achieve and maintain the new ‘steady-state’ of the market.
Existing levers were identified as being ‘reactive’ – that is, fixing issues once they’ve failed – rather than being
‘preventative / proactive’ – that is, driving behaviours and improvements. Two alternative approaches were
put forward: (i) levers that get progressively harsher; or (ii) harsh levers that become more relaxed.
Participants agreed that legacy issues were preventing the market from moving forward to the new steadystate. In particular, there is currently a big issue with the submission-based standards in that, once a trading
party has missed the deadline, it is incentivised to not submit the data at all.

What are the findings and implications from Workshop 2?
The second Visioning Workshop identified a need for a ‘transitional stage’ to tackle the underlying legacy
issues, such as data quality, before the steady-state market can be achieved.
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Annex 3 – ‘Homework’
Following the first Visioning Workshop, participants were asked to send ‘homework’ to Economic Insight, in
which they set out: (i) the main changes they would like to make to the existing MPF; and (ii) the reasons for
each change. The rest of this Annex presents a summary of the homework.

Weaknesses of the existing MPF
Responses to the homework highlighted the following weaknesses of the existing MPF:
 Some existing features of the framework drive the wrong behaviours of TPs.
 The existing MPF is heavily tilted towards the performance of retailers.
 Frictions and barriers are left to escalate to the detriment of customers, rather than being identified
and addressed.
 It could be clearer (i) what the principles are; (ii) what it is trying to achieve; and (iii) what impacts it is
trying to avoid.

Proposed improvements to the existing MPF
Table 9 summarises the proposed improvements to the existing MPF, and the reason for each proposal.
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Table 9: Proposed improvements to the existing MPF
Proposal

Reasoning

More qualitative information about customer
and TP experience.

No reason provided.

Fewer standards.

To enable clearer links between measured standards
and outcomes.

Remove penalties when TP is submitting
accurate data.

To improve market data.

Improve transparency surrounding compliance.

To improve market data.

Improve data quality and higher levels of data
publication.

No reason provided.

Remove the cap.

No reason provided.

Performance league tables.

No reason provided.

Fines should be used to compensate customers
where possible.

To align incentives between companies and
customers.

Only high performing TPs should receive
redistribution, with other monies retained for
suitable projects.

No reason provided.

Performance rectification and escalation
process.

No reason provided.

Targeted financial standards.

To deliver efficient market functioning.

Aspirations for the New MPF
In light of the responses, four aspirations for the New MPF emerged:
 The New MPF should help deliver effective market functioning and be a driver of continuous
improvement.
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 The New MPF should identify and remove frictions and barriers in the market.
 Under the New MPF, incentives should be (i) flexible; (ii) clear; (iii) effective; and (iv) aligned to
behaviours and outcomes.
 The New MPF should enable a better customer experience and empower customers with choice.

Features of the New MPF
A number of suggested features of the New MPF were put forward in the homework replies. These have been
categorized into demand-side and supply-side features.
On the demand-side, improved information provision was identified as one important feature. In particular:
 Public peer comparison. Proposals for this included: (i) making market and individual company
performance publicly available, in a graphical and user-friendly way; (ii) creating a defined rubric for
understanding if company is getting better or worse; and (ii) reporting both performance levels and
underperformance payments.
 Performance rectification process. That is, all rectification activity should be open and transparent for
customers and wider scrutiny. One respondent suggested “publicly stated rectification plans for poor
performance”.
 Compliance reporting. This would be with respect to both MOSL and TPs.
A second important demand-side feature is enhanced customer experience. As part of this, respondents put
forward:


Customer focused measures. For instance, one respondent proposed including customer focused
measures backed up by audit activity, such as complaints data or proportion of bills based on actuals.
Another respondent stated that the New MPF should “focus on key customers outcomes – so each
measure can be traced (directly or indirectly) to a customer impact”.

 Qualitative information about the customer experience. For instance, SIM or CC Water complaints
could be employed.
 Customer compensation. One participant noted that “wherever possible fines paid by TPs should be
used to compensate customers”, which went against views of another respondent that proposed
retaining monies for suitable projects.
On the supply-side, respondents envisaged the New MPF feature more effective incentives, with an emphasis
on:
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 Flexible incentives. Respondents stated that incentives should be: (i) “flexible to changing market
conditions and imperatives”; and (ii) “flexible enough to ensure maximum coverage of parties being in
the ‘active zone’”.
 Clear incentives. Incentives should be clear, effective and aligned to behaviours and outcomes within
a trading party’s control. In particular, one respondent suggested the New MPF include “fewer
standards” with “clearer linkages between measured standards and outcomes”.
 Reputational incentives. For instance, league tables of wholesaler performance could be published.
 Targeted incentives. One respondent stated that the framework must involve “targeted financial
standards on the areas of highest risk/priorities”.
 One respondent also advocated for the removal of the cap.
Improving trading party experience was also highlighted as an important supply-side feature of the New MPF.
Specifically:
 Improvement of data quality. Respondents suggested: (i) including data quality measures calling out
data owners and the impact of poor-quality data on other parties; (ii) removing penalties when TPs are
submitting accurate data; (iii) higher levels of data publication and transparency about performance
assessment; and (iv) improving transparency of logic behind compliance.
 Improvement of accuracy and timeliness of wholesaler – retailer settlements. One respondent
suggested “using bilaterals platform to flag poor retailer ‘behaviours’ in their interactions with
wholesalers”.
 More qualitative information about trading party experiences. This could involve using R-MeX, for
example.
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