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Regulating for Innovation: Evaluating Ofwat’s 
Innovation Fund 
Since its inception in 2020, Ofwat’s Innovation Fund has allocated over £140 million to 

74 projects aimed at enhancing the water sector's capacity to innovate and address long-

term challenges such as climate change, resource efficiency, and resilience. Ofwat 

 

Notable Projects and Technologies 
• Bio-polymers in the Circular Economy: A £6.2 million project led by United Utilities 

focusing on extracting bio-polymers from wastewater treatment processes. Ofwat 

 

• Dark Fibre for Leak Detection: An initiative utilising unused fibre optic cables to 
detect leaks in water pipes, aiming to improve maintenance efficiency. Ofwat 

 

• River Deep Mountain AI: A project employing artificial intelligence to enhance data 
collection on water-body pollution, facilitating environmental improvements.  

https://www.mcceconomics.co.uk/
http://www.linkedin.com/company/mcc-economics-ltd/
https://www.ofwat.gov.uk/wp-content/uploads/2024/07/Ofwat-Innovation-Fund-Annual-report-2024-1.pdf?#page=6
https://www.ofwat.gov.uk/ofwat-announces-details-of-400m-fund-to-spur-water-sector-transformation-in-next-five-years/
https://www.ofwat.gov.uk/ofwat-innovation-fund-annual-report-over-100m-of-projects-funded-and-lessons-learned/
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Metrics of Success – Uptake, Impact, Replication 
• Project Completion: As of July 2024, 12 funded projects have been completed, with 

two receiving additional funding for further development. Ofwat 

 

• Collaboration: The Fund has encouraged partnerships, with 178 organisations 
participating in the Water Breakthrough Challenge, indicating a broad engagement 
across the sector. Ofwat 

 

• Knowledge Sharing: Efforts are ongoing to enhance the dissemination of project 
learnings, with Ofwat publishing annual reports and open data on funded projects. 
Barriers – Procurement Rules, Adoption Culture, Funding Scale 

Barriers – Procurement Rules, Adoption Culture, 
Funding Scale 
• Procurement Challenges: Strict procurement regulations can impede the trial and 

adoption of innovative solutions, particularly for smaller enterprises. Ofwat 

 

https://www.mcceconomics.co.uk/
http://www.linkedin.com/company/mcc-economics-ltd/
https://www.ofwat.gov.uk/wp-content/uploads/2024/07/Ofwat-Innovation-Fund-Annual-report-2024-1.pdf?#page=4
https://www.ofwat.gov.uk/wp-content/uploads/2024/07/Ofwat-Innovation-Fund-Annual-report-2024-1.pdf?#page=7
https://www.ofwat.gov.uk/wp-content/uploads/2019/07/Ofwat-innovation-response-Isle-Utilities.pdf?utm_source=chatgpt.com
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• Adoption Culture: A risk-averse culture within some organisations may slow the 
integration of new technologies, necessitating a shift towards embracing 
innovation. Ofwat 

• Funding Scale: While the Fund is set to increase to £400 million for 2025–2030, 
ensuring adequate support for scaling successful innovations remains crucial. Ofwat 

 

Stakeholder Perspectives 
• Water Companies: Generally supportive of the Fund's objectives, emphasising the 

need for streamlined processes and support for scaling solutions.  

• Innovators: Appreciate the opportunities provided but express concerns over 
complex application procedures and the need for clearer pathways to market 
adoption. Ofwat 

 

• Customers: Stand to benefit from improved services and sustainability, with the 
Fund's cost per household estimated at approximately £2.13 per year between 
2025 and 2030. Ofwat 

 

Conclusion 
Ofwat’s Innovation Fund has initiated a range of projects aimed at transforming the 

water sector. While progress is evident, addressing procurement challenges, fostering a 

culture of innovation, and ensuring the scalability of successful projects are essential for 

maximising the Fund's impact. 

https://www.mcceconomics.co.uk/
http://www.linkedin.com/company/mcc-economics-ltd/
https://www.ofwat.gov.uk/wp-content/uploads/2024/03/Ofwat-Innovation-fund-consultation-approach-for-2025-30.pdf?utm_source=chatgpt.com
https://www.ofwat.gov.uk/ofwat-announces-details-of-400m-fund-to-spur-water-sector-transformation-in-next-five-years/?utm_source=chatgpt.com
https://www.ofwat.gov.uk/wp-content/uploads/2024/03/Innovate-UK-response-to-Ofwat-innovation-fund-consultation-%E2%80%93-approach-for-2025-30.pdf?utm_source=chatgpt.com
https://www.ofwat.gov.uk/ofwat-announces-details-of-400m-fund-to-spur-water-sector-transformation-in-next-five-years/?utm_source=chatgpt.com
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