
HPWH purchase drivers: 
lower energy bill, health 

benefits, durability, 
performance, solar/load 

shifting, carbon reduction, 
incentives

33% of installers report 
grid connection and DR 
program concerns as a 
challenge during install

23% of customers don’t 
pursue incentives to avoid 
enrolling in DR programs

Manuf. largely think of 
HPWHs as a premium 
product that is not 

appropriate for all market 
segments

New features (e.g., 
connectivity, DR) are an 

added developmental cost 
for manuf. who want to 
enter the CA market and 
comply with program and 

product specs

Unlike standard gas 
water heaters, HPWHs can 

experience 
communication issues 
resulting in a negative 
customer experience

HPWHs are seen as a 
premium product which 

prevents the product from 
scaling

Product requires 
ongoing, large incentives 
to make it attractive to 
customers who often 
don’t perceive value in 
added features and 

requirements 

Lack of variety in tiers of 
products (i.e., no economy 
option to compete with 

standard gas water 
heaters)
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Market Barriers and Impacts to Transforming the California Market
Leveraging existing and new market research, CalMTA identified barriers and market 
impacts impeding the adoption of HPWHs. Explore these findings, add your own ideas 
with sticky notes, and use this info to help inspire creative solutions throughout the summit.

80% of existing water 
heaters are gas fueled, and 
gas is generally cheaper 

than electricity 

It’s often more di�cult 
and expensive to switch 
from gas to a HPWH (e.g., 
product cost plus install 
reqs such as electrical 

upgrades)

80% of water heater 
purchases are emergency 

replacements

Only ~55% of Californians 
own their home

The cost to convert from 
gas to electric can be 

prohibitive and drive up 
total cost of a HPWH install

Incremental payback can 
be much longer for HPWHs 
compared to a one-to-one 

gas replacement

Customers who rent or 
don’t occupy the home 
they own are less likely to 
spend extra time or money 

upgrading 

Many incentive programs 
aren’t inclusive of DIY 

installations

Product 
Requirements

Complex HPWH product requirements (e.g., 
connectivity, demand response) that don't add 
customer value for the added cost

Market
Opportunity

Some California housing characteristics are less 
than ideal for cost-e�ectively switching to HPWH
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Product cost is often only 
one component of total 

cost; installs often require 
add’l cost (e.g., fuel 

switching, panel upgrades 
and permitting)

Low-interest product 
category with customers 
more likely to prioritize 
other home upgrades

Only 25% of contractors 
reported confidence with 

installing

Increased exposure to 
the technology (e.g., 

training and hands-on 
experience) was reported 

as the key factor in 
increasing an installers’ 
HPWH recommendation 

rates

Customers opt out due to: 
lack of familiarity (40%), 

unit cost (35%) 

80% of installs are 
emergency replacement, 
with customers prioritizing 

cost and availability

About $8,500 average 
HPWH install cost

Average install takes 
longer for HPWH 

compared to a standard 
one-to-one replacement

Lack of customer demand 
results in a low-to-no 
business case for 

contractors to invest in 
sales and training

Low demand may result in 
limited product stocking 
and increased lead times

Lack of installer 
experience can result in 
incorrect system sizing, 

placement or other install 
challenges

Lack of experience can 
dissuade an installer from 
recommending HPWHs, 
especially in emergency 

replacement 

Di�ering definitions of 
quality installation

Perceived inconsistency 
and/or confusion on 
combining incentives

34% of installers report 
incentive application 
requirements are 
“extensive” and 
“burdensome”

38 programs o�er 
incentives for retrofit 
HPWH installs (as of 

Jan. 2024)

>60% of purchasers are 
not aware of HPWH 

incentives 

Perceived lack of program 
and incentive stability by 
manufs. and installers

Installers want: 
“contractor-friendly” 

incentives (61%), “quick 
approval process” (60%), 

“limited or simple eligibility 
reqs” (52%)

Overlapping program 
reqs and unpredictable 
incentives can cause 
misunderstanding and 

mistrust among 
contractors and 

customers

Inconsistent incentive 
availability can erode trust 
in California’s long-term 

commitment to the 
technology

Incentive processes are 
often not aligned with 
contractor workflows

Program participation 
requires a higher 

investment by manuf., 
distributors and installers, 

which can increase 
customer cost and 

counteract incentives

Customers may receive 
confusing and mixed 
program messages 

Confusing and 
inconsistent incentives 
result in a lack of pricing 

transparency for 
contractors and 

customers.

Program
Landscape

There are multiple programs per territory with 
disparate participation requirements and 
incentives

Supply and
Demand

Low customer value and demand results in 
supply chain inertia and lack of install experience
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34% of installers report 
challenges with permitting

82% of installers say 
electrical requirements 

“sometimes or often” drive 
customers to choose 

non-HPWHs 

Contractors find 
repairs more di�cult than 
traditional units due to 

complex diagnostics (61%), 
limited manuf. support 

(53%), higher repair costs 
(53%)

Installers frequently 
lack data to confirm if 
panel upgrades are 

needed, and assessing the 
scope, cost and timeline of 
these upgrades poses a 

major barrier

Simple gas installs are 
perceived as a lower 

business risk 

Contractors are 
disincentivized from 

promoting HPWHs due to 
added time, e�ort and 

perceived risk

Higher quotes and/or 
longer permitting (which 
vary by jurisdiction) can 

dissuade customers from 
selecting HPWHs

More complex install 
requirements likely deter 
those who prefer DIY

Installation

Complex installation requirements (e.g., 
permitting, electrical) add cost and prevent 
HPWH recommendations and installs
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