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1. Background to GIIA 
 

1.1. Global Infrastructure Investor Association (GIIA) is the membership body for the 
world’s leading investors in infrastructure, and advisors to the sector, who collectively 
represent nearly US$1 trillion of infrastructure assets under management across 66 
countries, nearly one third of which are in the UK. Our members are investing today 
to provide the smart, sustainable, and innovative infrastructure needed for our 
communities and economies to thrive.  

 
1.2. The investor member base of GIIA is diverse and ranges from fund managers, 

pension funds, insurers, corporate investors and sovereign wealth funds (a list of GIIA 
members can be found at http://giia.net/membership).  

 
1.3. In the UK, GIIA members are responsible for:  

 
▪ £27bn invested in 158 assets consisting of traditional energy and renewables 

▪ 16.2GW of installed capacity across a 210,000 km electricity and gas 

distribution network. 

▪ Major investments in 17 of the UK’s 20 airports, which account for 94.4% of 

total passengers. 

▪ Supporting almost 120,000 jobs in the nation’s privately owned ports. 

▪ Supplying 2/3 of UK household’s water needs. 

▪ Providing an additional 14 million households with full fibre internet while 

continuing to invest in 5G technology. 

▪ Producing 32% of the UK’s entire renewable energy capacity. 

 

1.4. In addition to these vital sources of foreign direct investment, our research shows that 
more than 8.5 million UK pension pots are invested in UK national infrastructure via 
specialist infrastructure funds, helping to deliver a stable return for UK citizens in their 
retirement. In transport, renewables, utilities, digital and social infrastructure, GIIA 
members are investing across the UK to deliver the infrastructure needs of UK citizens 
and supporting the wider economy.  

 
1.5. In relation to the consultation paper ‘Reforming the Framework for Better Regulation’ 

published July 2021, we are keen to provide the perspective of institutional investors 

in infrastructure. This letter therefore acts as a high-level position statement on behalf 

of the institutional investor community on the issues raised in the paper and 

associated consultation questions. 

2. Outcomes since privatisation 
 

http://giia.net/membership
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2.1. Since privatisation, over £230bn has been invested in the UK energy and water 
sectors.1 The UK is also one of the cheapest countries in Europe for broadband which 
has 97% coverage of the UK, thanks in part to high levels of private investment in 
recent years.2 Table one shows progress that has been made across a number of 
core infrastructure sectors since privatisation. 

 
Table one: outcomes in UK infrastructure sectors since privatisation 

 
SECTOR  OUTCOME 

 

WATER ▪ £150bn has been invested in the water sector in England and Wales 
since they were privatised3. 

▪ Ofwat has estimated that average water bills are £110 lower than they 
would have been under public ownership4 

▪ When compared against its peers, the UK water sector has lower 
charges than Belgium Switzerland, Finland, Australia, and Holland5 

▪ Productivity growth has been steadily increasing with the water and 
sewage sector have averaged 2.1% since privatisation6 
 

ENERGY  ▪ £80bn has been invested into UK energy networks since privatisation7 
▪ Since 1990 there has been a 50% reduction in the number of customer 

interruptions and a 60% reduction in the length of time interruptions 
take.8 

▪ 17% lower network costs than at time of privatisation which are 
projected to remain flat and fall in the next 10 years9 
 

TELECOMS ▪ The UK has the cheapest mobile broadband and calls in Europe10 
▪ Two thirds of the UK’s landmass have good 4G coverage from all four 

operators and includes 97% of the premises in the UK11 
▪ Full fibre coverage grew from 3% to 10% between 2017 and 201912 

 

ROAD & RAIL ▪ £9.5bn has been invested by the private sector since 2006 and 2019 
with £1bn alone coming between 2018-201913 
 

 

3. The UKs system of economic regulation 
 

3.1. For the last 30 years in the UK, good economic regulation has supported high levels 

of investment in the UK’s regulated sectors and should be celebrated as a successful 

model that has been reproduced around the world. Broadly speaking, it has been 

accepted by the regulators and the regulated sectors that the model has delivered 

good outcomes for consumers whilst at the same time unlocking investment that the 

public sector would have otherwise been unlikely to deliver alone. 

 
1 GIIA, The Future of Regulation, 2020 (URL) 
2 GIIA, The Future of Regulation, 2020 (URL) 
3 Ofwat, Affordable for All, 2016 (URL) 
4 Ibid. 
5 Water statistics, Total Charges or the Capitals in 2015 for a consumption of 200m3, 2015 (URL) 
6 Frontier Economics, Productivity Improvement in the Water and Sewerage Industry in England since 
Privatisation, 2017 (URL) 
7 Ofgem, Energy Explained video, 2021 (URL) 
8 Energy Networks, Response to Helm report, 2018 (URL) 
9 Ibid 
10 Mobile Broadband Prices in Europe 2018, A study prepared for the European Commission DG 
Communications Networks, Content & Technology by Empirica and TUVRheinland. 
11 Ofcom, Supercharging Investment in Fibre broadband, 2019 (URL) 
12 Ibid 
13 Wikipedia, Impact of the Privatisation of British Rail, 2021 (URL) 

http://giia.net/wp-content/uploads/2020/11/The-Future-of-Regulation-GIIA-Nov-2020.pdf
http://giia.net/wp-content/uploads/2020/11/The-Future-of-Regulation-GIIA-Nov-2020.pdf
https://www.ofwat.gov.uk/wp-content/uploads/2016/01/prs_inf_afford.pdf
http://waterstatistics.iwa-network.org/graph/11
https://www.water.org.uk/wp-content/uploads/2018/11/Water-UK-Frontier-Productivity.pdf
http://giia.net/wp-content/uploads/2020/11/The-Future-of-Regulation-GIIA-Nov-2020.pdf
https://www.energynetworks.org/assets/files/ENA%20Response%20to%20Helm%20Report%20Final.pdf
https://www.ofcom.org.uk/about-ofcom/latest/media/media-releases/2019/supercharging-investment-in-fibre-broadband
https://en.wikipedia.org/wiki/Impact_of_the_privatisation_of_British_Rail
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3.2. We are now, however, facing the significant challenge of how to decarbonise UK 

infrastructure in line with the legally binding commitment to deliver Net Zero emissions 

by 2050 – something hitherto never done before by a developed economy.  

 

3.3. Research produced by PwC in partnership with GIIA estimates that £400bn of 
investment is needed over the next ten years to achieve the transition14. This 
represents nearly a doubling of capital requirements, based on the UK’s Infrastructure 
Delivery Plan, which in 2019 called for more than £20bn of annual private investment 
in Real Assets sectors such as energy, water and telecoms. With Government 
finances stretched to record levels, private capital investment, supported by strong 
policy and regulatory frameworks, will be vital to achieving the level of investment 
required to revolutionise UK infrastructure in power systems, buildings and industry, 
transport, and digital sectors. 
 

3.4. Unfortunately, in recent years economic regulation in the UK has been too heavily 

focused on short-term outcomes at the expense of long-term investment. The system 

has also tended to be captured by short-term political interests. This has created 

instability for investors just at the moment at which private investment is needed most. 

 

3.5. UK economic regulators have become overly concerned with areas that had hitherto 
fallen squarely within the remit of independent company decision making (such as 
around gearing and CapX) and so measures have represented a departure from the 
established regulatory principle – common across all UK regulators – that regulated 
private companies are free to determine their own capital structures. Regulatory price 
determinations in the water and energy sectors, for example, have adversely affected 
the perception of the independence of the regulators, with regard to the day-to-day 
management of their regulated entities, in the eyes of institutional investors. 

 
3.6. The price determinations have also served to penalise investors by introducing 

hindsight to the assessment of the cost of debt, a position which is not reflective of 
the regulatory guidance of the day when those long-term financial decisions were 
made, nor is it consistent with the principles of better regulation. The cumulative 
impact of these changes has had a material impact on the way in which overseas 
investors now view the investment opportunity in the UK, not just in UK utilities but 
more broadly in other sectors too. 

 

4. Recommendations for the UK’s future economic regulatory framework 

 

4.1. More recently, positive steps have been taken by the Government to reform the 

system of economic regulation and signal to the market that the UK is open to 

international private capital investment. For example, it is encouraging to see that the 

National Infrastructure Strategy sets out a clear pathway to delivering Net Zero 

through infrastructure investment and clearly recognises the role of the private sector 

in achieving that. Investors also welcome the establishment of the Office for 

Investment and the role it will play in ensuring that the right signals are sent to show 

that the UK is open to investment to achieve long-term strategic policy objectives. 

 

4.2. Investors also look forward to the government policy paper on economic regulation in 

Autumn 2021 as the next steps towards considering regulatory duties and the benefits 

of strategic regulatory guidance. Notwithstanding these positive developments, GIIA 

 
14 PwC, unlocking capital for net zero Infrastructure (2021), URL 

http://giia.net/new-report-unlocking-capital-for-net-zero-infrastructure/
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investors believe the following core principles will help guide the necessary reform of 

the UK model of economic regulation in years to come: 

 

4.2.1. 1) Regulators and Government should work to ensure the frameworks for 

investment are consistent across the economy. This would improve 

predictability and help investors, particularly those operating internationally, to 

navigate the market. For example, a consistent approach to determining allowed 

returns across regulated sectors could be a step in the right direction. However, 

we do not see any value in merging sectoral regulators. We are also not calling 

for all regulators to use identical approaches, rather that they should draw from 

similar principles that parties across all sectors have bought into. The strategic 

policy statement process is core to this and will help improve the long-term 

predictability and stability of the regime. 

 

4.2.2. 2) Government should update the duties of each sectoral regulator to 

reflect future challenges, such as the need to deliver net zero emissions by 

2050 and support regulators to make transparent trade-offs where 

necessary. Government has suggested in the National Infrastructure Strategy 

that it will set out its proposals in this area in an overarching policy paper on 

economic regulation due in 2021. It should make a clear decision on this at the 

earliest possible opportunity to provide clarity for the regulated sectors, including 

through the strategic policy statement process, such as that which was provided 

by the Department for Digital Culture Media and Sport in 2019 to Ofcom which 

states “The Government’s view is that promoting investment should be prioritised 

over interventions to further reduce retail prices in the near term”15. 

 

4.2.3. 3) Clarify the boundary between Government and regulators to ensure that 

there is a more direct link between Government’s overarching ambition for UK 

infrastructure and delivery of regulation on the ground. There is also an 

opportunity to make greater use of strategic policy guidance to ensure that 

regulators know how to manage and prioritise their respective duties on behalf of 

current and future consumers. This is particularly pressing in the energy market. 

 

4.2.4. 4) Regulators need strategic guidance on the difficult balance between 

protecting the interests of current consumers versus future consumers. 

Recent signals from the CMA during the PR19 process in the water sector have 

been welcomed by investors as an indicator of a potentially more balanced 

outlook. Regulators must then be held to account for delivering to this strategic 

guidance with checks and balances to ensure policy consistency with long-term 

Net Zero targets (see para 6.4.1 below). 

 

4.2.5. 6) Strive for intergenerational equity in the costs of infrastructure, 

ensuring that consumers get the best possible value for money in the short-term 

and benefit from high-quality service delivery and that future consumers are 

protected from future price rises. Future customers’ interests must be protected 

through the delivery of new capital investment and long-term projects as part of 

the transition to NetZero. 

 

 
15 DDCMS, Statement of Strategic Priorities for Telecommunications (2019), URL 

https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/952627/SSP_-_as_designated_by_S_of_S__V2.pdf
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4.2.6. 7) Incentivise innovation over the long-term and streamline regulation as 

far as possible with incentives for efficiency structured in such a way as to drive 

innovation in service delivery over multiple price control periods. Moreover, 

regulators should also strike a better balance between risk and reward. Allowed 

returns should be set at a level which reflects a realistic assessment of risk and 

one that is capable of incentivising innovation to ensure investment is delivered 

at pace. In places of significant uncertainty, regulators should consider reducing 

risks of underinvestment to help achieve long term policy objectives. 

 

4.2.7. 8) Regulators should be required to consider the long-term impacts of 

their decisions such as the price control determination beyond the period of that 

settlement. Impact assessments done by the regulators should quantify how 

decisions affect prices in the medium and long term. This is also key to the 

delivery of nature-based solutions. Moreover, there is value found in consistency 

across the regulated markets as it can improve the predictability of the entire 

regulatory regime. A consistent approach in determining allowed returns is one 

step in ensuring this. 

 

4.2.8. 9) Guarding against retrospective policy making where investors investing 

over long-term time horizons are protected from changes in the political cycle and 

associated changes in policy priorities that could impact agreements reached in 

the past. To provide certainty when making decisions about where to allocate 

capital, investors need to be confident that the rules of the game cannot be 

retroactively changed by policy makers part of the way into projects.  

 

4.2.9. 10) Further importance should be placed in maintaining a robust appeals 

regime and ensuring that the regulatory appeals are not watered down. The 

current merits-based appeals process is critical in the overall regulatory 

framework and needs to be protected as it provides investors with confidence 

over regulatory independence. 

 

5. Regulation and company financeability  

 

5.1. The fundamental underlying principles around UK infrastructure regulation since 

privatisation has been that the companies, shareholders, and management are best 

placed to make decisions on raising finance and designing capital structures. This 

concept is behind regulators’ decisions in setting the financial parameters of their price 

controls for operating companies, leaving companies to design their own financing 

structures passing on the risk to shareholders rather than consumers. 

 

5.2. Despite this, Ofwat’s recent consultation ‘PR24 and Beyond: Creating Tomorrow 

Together’ shows that they believe further interventions on capital structure are 

warranted. The CMA had dismissed any need for these measures in its final 

determinations on PR19 yet Ofwat appear undeterred as they are in consideration of 

modifying the notional approach and the need for customer protection. Critically, the 

CMA found that there has been no evidence that investors are benefitting from risky 

structures at the expense of customers. 

 

5.3. One of the fundamental underlying principles of regulation since privatisation has 

been that companies, their shareholders and their management are best placed to 

make decisions about raising finance and designing efficient capital structures. 
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Intervening in companies’ financing structures is contrary to longstanding regulatory 

principles and would dampen investment in the water sector and other investable 

infrastructure sectors and operate contrary to the statutory duties set out in the Water 

Industry’s Act 1991 and its consumer protection duties.16 

 

5.4.  Such a move would foster concern in the investor community regarding the stability 

of the regulatory framework that forces investors to factor in additional risks when 

deciding whether to invest in UK infrastructure, at a time when their investment is 

critically needed.  

 

5.5. The House of Commons Public Accounts Committee has also advocated a focus on 

long term objectives by summarizing that a regulator which does not recognize the 

long-term investment needed in infrastructure is overplayed.17 

 

5.6. Focusing on long term issues would also allow companies to adopt more nature-

based solutions and drive innovation which would be game changing.18 Natural capital 

solutions have support from investors as they provide a more environmentally friendly 

approach than grey infrastructure and a lower whole life cost. However, clarity is still 

lacking from policy and regulators over the frameworks to make nature-based 

solutions a realistic investment for the private sector who see more certainty in hard 

engineering solutions and grey infrastructure. 19 

 

6. Consultation question responses 

 

6.1. In addition to the broader points made above, GIIA investors have selected specific 

questions from the consultation document which are directly relevant to their 

investment in UK infrastructure. The responses to these questions are provided 

below. 

 

6.2. Questions 8 and 9: Should competition/innovation be embedded into existing 

guidance for regulators or embedded into regulators’ statutory objectives? 

 

6.2.1. GIIA investors would see merit in embedding guidance on competition and 

regulation to the strategic policy statement process as outlined earlier in this 

submission. Updating statutory duties would only add value if there is an 

established mechanism to hold regulators to account for delivery against these 

objectives provided in tandem (see response to question 14 below). 

 

6.3. Question 11: Should the Government delegate greater flexibility to regulators to put 

the principles of agile regulation into practice, allowing more to be done through 

decisions, guidance and rules rather than legislation? 

 

 
16 Section 2(2A), Water Industry Act, 1991 
17 Meg Hillier MP, Letter from Committee of Public Accounts to Department for Environment, Food & 
Rural Affairs, 2020, (URL) 
18 Ofwat, PR24 and Beyond: Creating tomorrow, together, 2021(URL) 
19 Grey infrastructure refers to human-engineered infrastructure for water resources such as water 
and wastewater treatment plants, pipelines, and reservoirs. 
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6.3.1. Rather than delegating additional flexibilities, which could risk leaving 

regulators open to interpreting their duties in a way that discourages investment, 

GIIA investors would see value in the strategic policy statement process guiding 

regulatory decision making by providing a clear direction to regulators that they 

should take steps to ensure that rulings of the Competition and Markets Authority 

are adequately reflected in the regulator’s day-to-day operations and in the 

approach to future regulatory price determinations. Failing to do so would 

represent a missed opportunity to update the regulatory framework so it remains 

fit for the great challenges ahead. 

 

6.4. Question 14: If greater flexibility is delegated to regulators, do you agree that they 

should be more directly accountable to Government and Parliament? 

 

6.4.1. Government should set out a clear, formal process through strategic policy 

guidance for how to hold regulators accountable for performance. For example, 

in the water sector, Government could require Ofwat to produce an annual report 

to the Secretary of State with performance metrics against the objectives outlined 

in the SPS. 

 

6.4.2. There could also be a role for Parliament in this process. For example, 

Government could require regulators to report to relevant Parliamentary Select 

Committees (Environment Committee for Water, BEIS Committee for Energy 

etc.) on an annual basis, where MPs could scrutinize the performance of the 

regulator against the priorities of the SPS, much in the same way as other public 

bodies are held to account through the Parliamentary Select Committee process. 

This would also provide public transparency and help to instill public confidence 

in the operations of regulators in the market. 

 

6.4.3. Most importantly from the perspective of investors, regulators should be 

required to demonstrate how decisions within price review processes align with 

the SPS’s objectives. This would help investors to see a clear thread between the 

overarching statement made by Government and the delivery of regulation in the 

market. 

 

6.5. Question 17: Should there be independent deep dives of individual regulators to 

understand where change could be introduced to improve processes for the regulated 

businesses? 

 

6.5.1. GIIA investors would see value in this approach which could help inform 

regulatory processes and procedures and streamline the system. 

 

7. Summary 

 

7.1. Significant investment across the regulated sectors is required in order to deliver net 

zero, strengthen the country’s resilience to future challenges and digitise our 

economy. The current model of economic regulation has delivered positive outcomes, 

but its recent application has raised questions over its effectiveness, particularly its 

ability to attract the necessary level of investment. 
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7.2. Without decisive action, the UK will struggle to achieve its long-term objectives. We 

believe that with a clear set of guiding principles, supported by a set of concrete 

actions, the regulatory regime can continue to be fit for purpose to meet the 

unprecedented challenges ahead. With the right approach regulators can act in a way 

that means the UK secures the right levels of private investment to deliver major new 

infrastructure projects right across the country, while meeting the needs of current and 

future consumers at the best value. 

 

7.3. We welcome the approach that the Government has taken towards this in recent years 

and look forward to future engagement with BEIS and other departments to ensure 

the UK’s economic regulatory framework is fit for the great challenges ahead. 

 

8. Contact details 
 

8.1. For more information about GIIA and the contents of this submission please contact  
 
Vlad Benn, Policy and Research Executive, GIIA 
 
vbenn@giia.net 
www.giia.net 
020 3440 3920 


