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- Background

* Providing the water service that customers wantaaadvilling to pay
for is key for Bristol Water

* To support development of our long term strategyca@missioned
Holden Pearmain to undertake research into our cussoattgudes to
and willingness to pay for a number of possible semag@ovements

e This research was undertaken in a number of stages:

— A number of focus groups were held in Februaryelp ensure we asked
customers questions in language they understood

— A guestionnaire was developed and piloted in Jlihe.findings of the
pilot were used to improve the questionnaire

— The final fieldwork was undertaken in July and Asgand the initial
results reported last week — our analysis is neagspaovisional
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I\/Iethodoloﬁgﬁy/_

How, where and who

1,000 Quantitative face to fah

in home interviews

30 minute questionnaire

Conducted in the Bristol
Water region; only to those who
had responsibility for the water
bill

Random walk methodology
from 20 randomly selected start
points. (knock on every door
until successful, then leave a 5

home gap)
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20 start points
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Method OIOgy_

Quota & Sample Distribution
ﬂso interviews completed from \

WEIGHTED TO BE
REPRESENTATIVE

each start point
Gender:
Male 50%
Female 50%
Age:
18 -34 30%
35-49 30%
50+ 40%
Social class:
AB 15-20%
Cc1l/c2 40-45%
DE 35-40%
Metered / un-metered

Meter 25-30%
\ Un-metered 70-75% /
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Bristol Water Demographics
/‘30 interviews completed from \

each start point
Gender:
Male 49%
Female 51%
Age:
18-34 30%
35-49 26%
50+ 44%
Social class:
AB 23%
Cc1l/C2 47%
DE 30%
Metered / un-metered

Meter 25%
\ Un-metered  75% /
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Summary Of Key Findings

/Satisfaction IS universally high in terms of water supply in Bristol WaD
region

Typically a third of customers claim to pay over £300 annually for their
combined water and sewerage bill, with a quarter unsure of amount
(actual average combined bill £327 - £141 water, £186 sewerage)
There is a clear willingness to pay for service improvements

Willingness to pay varies by segments focussed on — Those willing to
pay more are primarily from better off segments

Safety and Quality of drinking water are of high importance, and the

conjoint identifies that replacement of lead piping, leakage and whether
your household is at risk are of significant importance too
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Bristol Water is high

Top 2 box satisfaction

88% 86% 87% 89% 92%
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Q4: Please can you tell me on a scale of 1-5... how satisfied you are overall with the water supply you receive from Bristol Water
Base: All Respondents (1009), South Gloucs (248), City of Bristol (401), North Somerset (205), Mendip (155)



Perception of current average total annual water bill

11%

£301 = 23%
£400
26%
£101 =
£200
14%
£1 - 22
3
24%

All Bristol Water
Customers

11%

31%

31%

13%

3%

11%

South Glous

11%

20%

27%

12%
1%

29%

City of Bristol

Qla: Can you tell me roughly what your current annual water bill is to Bristol Water

Base: All Respondents (1009), South Gloucs (248), City of Bristol (401), North Somerset (205), Mendip (155)

11%

17%

22%

19%

5%

26%

North Somerset

11%

23%

20%

17%

1%

28%

Mendip



Max Diff Explanation

» Max Diff is an exercise that looks at comparative judgements — does not look at price
* Respondents were presented with a set of items and asked to judge what is the most and least important
» Example:

» Resulting comparisons are used to create interval scale measurements

» This allows us to establish an order and level of appeal to the items listed

* In this study, each respondent saw 6 scenarios of varying different services to trade off. This would ensure that
services were seen together in may combinations to allow the estimation of appeal, without showing too many
items and losing detall

» Scenarios were grouped into 10 booklets to provide extra variation within the data as well




Max Diff - Example

ITEMA

ITEMB

ITEMC

ITEMD

ITEME

r

In this example, if item A was selected as most appealing & item E as least appealing, then we know...

A>B, A>C, A>D, A>E, B>E, C>E, D>E
By doing this over a number of different scenarios and combining various different items, an order can be created
for many more items than a respondent would see in any one scenario

11




Max Diff

(" h

*Overall, safety of drinking water is considered by far the most important service (63%) followed by quality (15%) and
then the avoidance of risk (8%)

*All other services score a lot lower with all under 5%

*Some of the attributes are similar (e.g. avoiding risk of no water, avoiding interruptions and improving the network)
and it may be appropriate to consider these in combination

. J

Safety of drinking water 63.2%
Quality of drinking water 15.0%

Avoiding the risk of having no water (Standpipes)  7.6%

A programme to reduce leakage below the level that

balances the cost of leakage and repairs 347

Avoiding interruptions to supply 2.9%

Adequacy of water pressure to the customer 2 104

Improving the network so that water supplies can be

maintained in the event of an extended emergency 2.1%

Improving water use efficiency via advice regarding

0
water saving in the home L7%

An active program of replacement for any remaining 1.3%
lead supply pipes

Avoidance of hosepipe bans 0.7%

12



Conjoint Explanation

-~

In a similar way to the max diff exercise, respondents saw a set of scenarios
Each scenario had 3 separate options detailing different levels of water services
bill. The service levels and price in each option were randomised. Respondents
were asked to pick their most preferred option

The conjoint was split into 2 different exercises, with a common variable within each

— price

This meant that the user had to undertake two simpler tasks, which tends to give

more reliable data, rather than one more complex lengthy task
The exercises could then be joined together using the common variable price, to
allow analysis of all variables simultaneously

Both conjoint exercises consisted of 6 attributes, each of which contained a num
of levels that were to be varied over each scenario and option

and

"
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Conjoint Attributes / Leve

Attributes
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Levels
Low Medium Improved High
service service Service service
Quality of drinking water 10,000 7,500 5,000 2,500
households households households households
Adequacy of water pressure to the customer 20,000 10,000 5,000 1,000
households households households households
Hosepipe bans 1 yearin 10 1yearin 15 1 yearin 30 1 yearin 50
Interruptions to supply 5,000 2,500 1,000 500
households households households households
Risk of having no water 1 year in 50 1 year in 100 1 year in 200 1 year in 500
Change to Annual Water Bill -£10 No change +£20 +£40 +£50
Households at risk of an extended interruption to supply in 250,000 150,000 100,000 50,000
the event of an extended emergency on their local households households households households
networkl
Whether your household is affected Your Household Your Household
IS at risk IS NOT at risk
Replacement of all lead piping in the street No special Within 50 Within 30 Within 20
replacement years years years
Replacement of lead pipes in customer property No special Within 50 Within 30 Within 20
replacement years years years
Level of leakage per property per day in the supply system 130 litres per 110 litre per 90 litres per 70 litres per
over the next 10 years property per day property per day property per day property per day
Change to Annual Water Bill -£10 No change +£20 +£40 +£50




What the respondent saw — Conjoint 1
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What the respondent saw — Conjoint 2
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Conjoint Explanation
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Based on an individuals responses to what they saw, utilities are estimated for each level
within each level

These indicate relative importance of each level / attribute

These will then give average levels across samples (although there will be variation by
respondent)

If within an attribute, there is a large range of appeals, then this attribute will be considered
more important so we can derive an order for each individual
sImportance's are therefore driven by the levels tested, and this should be taken into
account when making conclusion

Similarly, we can derive how appealing each level is by scaling it relative to the strongest /
weakest level
* By looking at differences between different levels, top level assessments can be made as
to whether investment / disinvestment makes sense within that attribute

The combination of importance and relative appeal can then be used to highlight crucial areas
for Bristol Water to focus on




Attribute Importance (Al):

The most important attribute is change to annual water bill, accounting for 40% of what drives preference.
Replacement of lead pipes within customer property (12%) and in the street (8%) also feature high as well as whether
your household is affected (12%)

The least important attributes include hosepipe bans, interruptions to supply and water pressure

Change to Annual Water Bill 40.1%
Replacement of lead pipes in customer property 11.9%
Whether your household is affected 11.6%
Replacement of all lead piping in the street 7.5%

Level of leakage per property per day in the supply system

over the next 10 years 6.2%

Risk of having no water 5.7%

Households at risk of an extended interruption to supply in

. 0
the event of an extended emergency on their local network 5. 7%

Quiality of drinking water ~ 5.1%
Hosepipe bans 3.0%
Interruptions to supply 2.0%

Adequacy of water pressure to the customer 1.2%

18



Relative Utility Values — Cha

(GIOLZ WAV ) —

There is little difference in appeal between -£10 and no change
Appeal drops off rapidly when prices increase, with the movement fro +£20 to +£40 showing the biggest drop

-£10 100

No change 96
+£20 72
- - -
PR
+£40 30 4~ -
+£50 ¢
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Relative Utility Values — Replacementofieat pipestin
customer property (12% Al):

[ Movement from within 20 years, to within 30 years shows the greatest jump in appeal, but overall is pretty linear for this ]

attribute

Within 20 years

Within 30 years J‘ll. PPt

Within 50 years

No special replacement ¢

20



Relative Utility Values — \Whe

affected (12% Al):

[ Everyone found no risk more appealing!!!

- %

Your household is at risk ¢

21



Relative Utility Values — Ref

piping Iin the street (8% Al):

The appeal for replacement of lead piping in street is not so urgent with both 30 and 50 years having higher utilities than in
house equivalent (although no special replacement has a relatively low level of appeal compared to 50 years)

Within 20 years

:: Within 30 years
£1.25

Within 50 years

£2.25

. -
No special replacement o 4~
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duce to 70 litres per property per day

duce to 90 litres per property per day %ﬂéﬂl

£1.50 -~

emain at 110 litre per property per day A

£3.50 -

Increase to 130 litres per property per day 0 4-
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Relative Utility Values — RIS

Al):

[ Reduction in risk levels overall show the greatest change in appeal, with little to gain from going to 1 year in 500 from lyear in 200

1 year in 500

1 year in 200

£2.75

1 year in 100

£4.75

lyearin50 o 4-~
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Relative Utility Values — Qu

Al), .

[ Quiality is almost completely linear with appeal following proportion of households affected

No. of households affected each year in
Bristol area

2500 (0.5%)

5000 (1%) %ﬂ
7500 (1.5%) 3%

10000 (2%) o

£1.75

25

The values on left relate to the
additional price that could be
charged when moving from one
service level to the next (red
arrow)

-




Relative Utility Values —  InterruptionS4o Stpply(one o INCICence
of more than 6 hours) (2% Al):

[ Appeal appears to be fairly linear ]

No. of households affected each year in
Bristol area

500 (0.1%)

< o %

5000 (1%) o

£0.30

£0.20
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At trlb ute ImpOr R L I

» Customers’ rating of the importance of different attributes varies. Cluster analysis has
been used to identify three contrasting segments of customers:

e Concerned about lead 22%
* Price focussed 39%
* Risk Averse 39%

» The “Concerned about lead” segment has most important attributes as lead pipe
replacement in property and street. It rates these two attributes more highly compared
to the total sample

» The “Price focussed” segment however is completely driven by the attribute change to
annual water bill and do not show a higher than average rating for any other area

* Finally the “Risk averse” segment place greatest importance on whether their
household is affected as well as risk of interruption to supply

27




Segmentation Demographics

ﬁncerned about lead” are over represented by those with lead pipes, pre 19&
houses, living in Bristol, 18-34, and on a water meter

“Price focussed” show a bias towards social class DE, separated, widowed or
divorced, flats either privately rented or from local authority and no lead pipes

The “Risk averse” segment tend to be more renting from housing association or
living in a detached house, live in older property, work full time of live in the
Mendip Region

\_ /

28



Willingness to p
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By modelling potential various service packages, we can estimate what price Bristol
Water’'s customers would be willing to pay in moving from the current level of service to a
this different service package.

To illustrate customers’ willingness to pay the following service package was modelled.
This is not a proposed level of service — however it serves as a useful illustration

The illustrative package modelled was:
Customers experiencing discoloured water reduced from 10,000 pa to 5,000 pa
Customers experiencing temporary poor pressure reduced from 10,000 pa to 5,000 pa
Customers experiencing interruptions >6hr reduced from 1,000 pa to 500 pa
Hosepipe ban frequency reduced from 1 year in 15 to 1 year in 30
Standpipe frequency reduced from 1 year in 100 to 1 year in 200
Company lead pipes replaced over 30 years
Customer lead pipes replaced over 50 years
Leakage reduced from 110 I/prop/d to 90 |/prop/d
Customers at risk of single point failure reduced from 150,000 to 50,000 (properties)




Willingness to pa
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To move to the new illustrative package from the current level of service, customers
would be willing to pay an additional £25 pa on bills. This reflects the combined effect of
a willingness to pay of £42 for those seeing their risk falling (100,000 properties) and £21
for those whose risk remains the same.

The willingness to pay differs greatly between customer segments:

risk reduced risk the same
Concerned about lead £50+ £50+
* Price Focussed £15 £9
* Risk Averse £50++ £29

The variation with social class is also high

risk reduced risk the same
e Social Class AB £50+ £29
» Social Class DE £36 £17
* Renting from Local Authority £21 £10
Combined
Average £42 £21 £25




Conclusions

/Satisfaction IS universally high in terms of water supply in Bristol WaD

region
There is a clear willingness to pay for service improvements

Willingness to pay varies by segments focussed on — Those willing to
pay more are primarily from better off segments

Safety and Quality of drinking water are of high importance, and the
conjoint identifies that replacement of lead piping, leakage and whether
your household is at risk are of significant importance too

Further work is now underway to evaluate further the findings of the

&esearch as part of developing our 25 year plan /
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