
 

Designing a water social tariff is complex. 

Understanding it shouldn’t be. 

Water bills are rising, and affordability support is becoming more important. Around 2 million households already 

receive lower bills through company social tariffs, but who gets help, and how much, still depends on where they live. 

A national social tariff could make support fairer and more consistent. But that will only work if the eligibility rules are 

clear, practical and easy to explain, especially where they rely on technical terms like “bill-to-income ratio” and 

“equivalised income”. 

 

Social tariffs are discounts on water bills for customers 

who are struggling to pay. In 2024-25, water 

companies across England and Wales helped around 

1.96 million customers through social tariff schemes, 

with an average bill reduction of £190.1  

Because water companies each run their own 

schemes, eligibility and support still vary by area. CCW 

has described this as a postcode lottery.2 

This variation is central to the case for a national 

approach. CCW has recommended a single social tariff 

so support is based on need, not location.3 The 

Independent Water Commission, chaired by Sir Jon 

Cunliffe, has also recommended a national social tariff 

to provide consistent help for low-income customers 

who need support with their bills.4 

However, the detailed design of a national approach 

remains open. The Government's 2026 water white 

paper points to better guidance, more consistency 

across schemes, and greater awareness and uptake.5 

But key design questions remain: who should receive 

support, how much support they should get, and who 

should pay? 

Those questions are more complex than they first 

appear. They often rely on technical concepts that are 

unfamiliar outside policy circles. This blog explains 

some of those concepts in plain English, focusing on 

eligibility: who should qualify for help, and why terms 

such as “bill-to-income ratio” and “equivalised income” 

matter. 
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1 Consumer Council for Water (2025). “2m households 

secure lower bills through water companies’ social tariffs.” 

Available here. 

2 Ibid. 

3 Consumer Council for Water (2022). “Single social tariff 

research.” Available here. 

A good eligibility test looks at both 

bills and income 

There are several ways to decide whether a household 

should qualify for a water social tariff. 

• One option is an income threshold. This asks 

whether a household’s income is below a set level. 

It is simple to explain, but it can miss people with 

high unavoidable costs. 

• A second option is benefits-based eligibility. 

This asks whether someone receives certain 

benefits, such as Universal Credit or Pension 

Credit. This can make schemes easier to 

automate through data matching. But it may miss 

households that are struggling but not claiming 

benefits, including some working households and 

people with fluctuating incomes. 

• A third option is a bill-to-income ratio. This asks 

whether a household’s water bill is high compared 

with its income. For example, a household might 

qualify if its water and sewerage bill is more than 

5% of its income. 

This third option is attractive because it looks directly at 

affordability. A household can struggle because its 

income is low, because its bill is high, or because both 

are true. 

4 Independent Water Commission (2025). “Roadmap to 

rebuild trust in water sector unveiled in major new report.” 

Available here. 

5 Department for Environment, Food & Rural Affairs (2026). 

“A new vision for water.” Available here. 
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https://www.ccw.org.uk/publication/single-social-tariff-research/
https://www.gov.uk/government/news/roadmap-to-rebuild-trust-in-water-sector-unveiled-in-major-new-report
https://assets.publishing.service.gov.uk/media/698dd6c67149b335a315b348/Defra_Water_White_Paper_2026__with_correction_slip_.pdf


 

A bill-to-income ratio is trying to answer a simple 

question: how much of a household’s income is 

being taken up by the water bill? 

This is important because water bills are not the same 

for everyone. Some households may have high bills 

because they live in a high-cost area. Others may have 

high essential water use because of a medical 

condition, disability or a larger household. 

But it also uncovers new questions. What income 

should be used, and should benefits be included? 

Should housing costs and household size be taken into 

account? How should fluctuating income be treated? 

This is where economic language can get in the way of 

public understanding. 

“Equivalised income” is just income adjusted for household need 

One of the most important terms is equivalised income. 

Two households can have the same income but very different living standards. £30,000 supports a single adult very 

differently from a family of five. 

 

Equivalised income adjusts household income to reflect household size and composition. It recognises that 

larger households need more income to reach a similar living standard, while some costs are shared. 

Put simply, equivalisation tries to compare households more fairly, which makes it useful for measuring eligibility for a 

social tariff. But it also needs to be explained carefully. Equivalised income is not the same as income per person. It is 

an adjusted income measure that reflects household need. 

Why good communication is part of 

good social tariff design 

A tariff can be well designed in theory and still fail in 

practice. Customers need to understand whether they 

might qualify. Policymakers need to be able to explain 

the rules. Companies need to apply them consistently. 

“Equivalised income” is a good example. It helps 

compare living standards across different households, 

but the term itself is not customer friendly. People 

should not need to understand an equivalence scale to 

know whether they might get help with their bill. 

Simple tools are one way to support customer 

understanding, translating technical rules into 

questions they can easily answer. 

A national social tariff is intended to make support fairer 

and more consistent. In practice, achieving that 

depends on whether customers can understand and 

access the support available to them.

CEPA has advised on measuring water poverty and the design and targeting of affordability support, 

including social tariffs. To find out more about our work in this area, please contact one of our experts. 
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