HEAT PUMP WATER HEATERS
Market Barriers and Impacts to Transforming the California Market

Leveraging existing and new market research, CalMTA identified barriers and market
iImpacts impeding the adoption of HPWHSs. Explore these findings, add your own ideas
with sticky notes, and use this info to help inspire creative solutions throughout the summit.
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It's often more difficult

80% of existing water and expensive to switch
heaters are gas fueled, and from gas to a HPWH (e.g.,

gas is generally cheaper product cost plus install
than electricity regs such as electrical

80% of water heater
purchases are emergency
replacements

Only ~55% of Californians

own their home

BARRIER WL [TT4.
#1 Requirements

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

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

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

HPWHs are seen as a
premium product which
prevents the product from
scaling

MARKET IMPACTS

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

standard gas water
heaters)

upgrades)

BARRIER BUELLGL
#2 Opportunity

Some California housing characteristics are less
than ideal for cost-effectively switching to HPWH
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38 programs offer
incentives for retrofit
HPWH installs (as of
Jan. 2024)

>60% of purchasers are Perceived lack of program

not aware of HPWH and incentive stability by
incentives manufs. and installers

Installers want:
“contractor-friendly”
incentives (61%), “quick
approval process” (60%),
“limited or simple eligibility
regs” (52%)

34% of installers report
Perceived inconsistency incentive application

and/or confusion on requirements are
combining incentives "extensive” and

“burdensome”

Differing definitions of
quality installation

BARRIER
#3

BARRIER =101\ [0
#4 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

Contractors find Installers frequently
repairs more difficult than lack data to confirm if
traditional units due to panel upgrades are Simple gas installs are
complex diagnostics (61%), needed, and assessing the perceived as a lower
limited manuf. support scope, cost and timeline of business risk
(53%), higher repair costs these upgrades poses a
(53%) major barrier

82% of installers say
electrical requirements
“sometimes or often” drive
customers to choose
non-HPWHs

BARRIER
HS

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

Installation
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