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Dear Baroness Sheehan,
Further to my evidence to the House of Lords Environment and Climate Change Committee as part of its inquiry into drought readiness and the impact of water scarcity on data centres and wider industry, I am writing to expand on several points raised during the session, in particular the role of public-private partnership, the question of geographical constraints for data centres, and the opportunity to strengthen industrial resilience while supporting economic growth.
Since the session, the Government has published its long-awaited paper, A New Vision for Water, setting out its response to Sir Jon Cunliffe’s recommendations. While this represents an important step forward, the UK must ensure that implementation keeps pace with international developments. The European Union is increasingly focused on integrated water planning, aligning industrial strategy, water reuse, energy systems and regional economic development. This integrated approach is explicitly designed to drive competitiveness and job creation while strengthening water resilience. Without similar ambition, there is a risk that the UK falls behind as Europe moves to secure industrial advantage through smarter water management.
In that context, I would expand on three priority areas for the Committee’s consideration.
a) Public–Private Partnership and Integrated Planning
A more sophisticated public–private partnership model is essential if we are to deliver drought resilience at scale. This should move beyond traditional procurement toward integrated regional water planning that:
· brings together water companies, industrial users and technology providers to co-design reuse and recycling schemes;
· aligns water reuse with low-carbon heat networks and energy recovery; and
· provides long-term investment certainty to crowd in private capital.
Data centres are a clear example. They are often portrayed as a growing pressure on water resources; however, the narrative requires greater balance. Evidence emerging internationally suggests that, in aggregate, sectors such as irrigated leisure (for example golf courses) can use more water than data centres across the United States as a whole. The policy response should therefore be proportionate and evidence-based.
With appropriate infrastructure, data centres can operate with very low potable water demand through closed-loop cooling, advanced treatment and water reuse. Moreover, they present a strategic opportunity: waste heat from data centres can support district heating networks, contributing to low-carbon heat provision while generating skilled employment. Integrated planning would allow water resilience, energy efficiency and regional job creation to be delivered together rather than treated in isolation.
b) Competitive Industry and Value for Money
The Government has signalled its intention to reverse discounts for large water users. While Veolia supports reform in principle, the economic implications for water-intensive sectors remain insufficiently understood. As referenced during the session, sectors such as chemicals manufacturing could face increases in the region of £100 million per annum for water supply and effluent discharge. This comes at a time when European competitors are aligning water, energy and industrial policy to enhance competitiveness.
Alongside reform, there is therefore a need to ensure a genuinely competitive market structure. Ringfenced capital maintenance funds and longer-term business planning are welcome. However, a clear value-for-money mechanism should require water companies to test the market and demonstrate that delivery models offer the best outcome for customers. Opening appropriate elements of infrastructure development and operational delivery to competition can drive innovation, efficiency and resilience simultaneously.
c) Regulatory Proportionality and the NAV Market
We also welcome the intention to review the NAV market and its regulatory framework. Full-service NAVs are currently subject to regulatory requirements comparable to those applied to significantly larger incumbent companies. This creates a disproportionate risk profile and constrains market growth. A more proportionate regime would unlock investment and enable NAVs to support new industrial and housing developments with innovative, water-efficient infrastructure from the outset.
Geographical Constraints and Data Centre Location
The Committee asked directly whether data centres should be geographically relocated away from water-stressed regions. While regional water stress must be taken seriously, we would caution against framing relocation as the primary solution. In many cases, geographical relocation is a red herring.
Low-water-footprint cooling technologies, water recycling, non-potable supply integration and onsite treatment can significantly reduce reliance on the public potable network. Furthermore, co-location with wastewater treatment assets or industrial clusters can enable circular water solutions. With proper planning and regulatory flexibility, resilience can be engineered into sites irrespective of broader regional stress classifications.
The key question is not simply “where” data centres are located, but “how” they are designed and integrated into regional infrastructure systems. By requiring best-available water efficiency standards, enabling reuse schemes and aligning development with heat network opportunities, the UK can accommodate strategic digital infrastructure while strengthening overall system resilience.
In this regard, it is notable that the M40 corridor is already emerging as a focal point for data centre development. This presents an opportunity for a coordinated approach, including water reuse, advanced treatment and sustainable heat recovery, in which companies such as Veolia can support integrated infrastructure solutions that reduce potable demand while contributing to local economic growth. Please see the following press release from our partners at SDC where we are working to establish a data centre campus.
In summary, drought resilience, digital infrastructure growth and industrial competitiveness should not be treated as competing objectives. With integrated planning, proportionate regulation and effective public-private partnership, the UK can create a more resilient water system while supporting sustainable industrial expansion and high-quality job creation.
Thank you again for the opportunity to provide further evidence to the Committee. Please do not hesitate to contact me or my team should any of these points be of assistance to the inquiry.
Yours sincerely,
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John Abraham - Chief Operating Officer, Industrial, Water & Energy UK, Ireland & Nordics
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