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Heat pumps are a proven technology, and sales are growing rapidly

Heat pumps sales growth rate, 2020-2021

Around 10% of buildings heating needs in 2021 were met by heat pumps, with much larger shares in leading markets.
Sales are growing rapidly, especially in the European Union, which saw 35% growth in 2021.

Buildings heating needs by source, 2021
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Heat pump markets grow rapidly to 2030

Announced energy- and climate-related commitments will push heat pump sales to triple by 2030, 
driving a scale up in the global heat pump supply chain. 
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Heat pumps are the main technology for secure & sustainable heating

Heat pumps contribute nearly half the reductions in fossil fuel use in heating by 2030, cutting 
natural gas demand by over 80 bcm. 

Change in buildings heating energy demand, 2021-2030 CO2 emissions savings to 2030
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Heat pumps help reduce EU natural gas dependency

EU heat pumps sales Natural gas savings from heat pumps

New buildings

Existing buildings

Plans by leading EU manufacturers to invest nearly EUR 4 billion in heat pump manufacturing and related efforts help 
to accelerate sales, reducing EU natural gas consumption by 21 bcm by 2030.
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Consumers save by switching to heat pumps, but barriers remain

Heat pumps save consumers money over their lifetime, but upfront costs remain high. 
Financial incentives are available in countries covering 70% of heating today, helping bring down the upfront cost.
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Heat pump growth creates jobs, but labour bottlenecks could arise

Employment related to heat pumps triples to 2030, with the most new jobs in installation. Many countries face 
shortages in occupations that would be able to quickly retrain to install heat pumps.

Employment in the heat pump supply chain
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Supply chain segment
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Heat pumps and the heat 
pump policy toolkit



Regulatory Assistance Project (RAP)®

• A global strategically important 
technology.
• Clean and secure.

• Very few globally focused studies 
specifically on heat pumps.

• Rapid progress is needed but 
knowledge varies between 
jurisdictions.
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Why is a heat pump toolkit needed?



Regulatory Assistance Project (RAP)®

1. Measures to support consumer 
confidence are needed.

2. Focus on standards and skills.
3. Policy support should be stable.
4. Financial and economic support 

a requirement.
5. Policy packages a must.
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What can we learn from others?



Regulatory Assistance Project (RAP)®

• Significant capital is needed (circa $8 
trillion).

• 1st time switches to heat pumps will likely 
cost more than a FF system.
• Many households will need support.

• Energy prices vary significantly.
• Policy should ensure switching to a 

heat pump lowers bills.
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Making the toolkit equitable BloombergNEF New Energy 
Outlook 2022 Net Zero 
Scenario
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Regulatory Assistance Project (RAP)®

1. Packages of policy are needed.
2. Economics, financial support and bans/standards together.
3. Coordination and communication a must for speed.
4. There are multiple and significant upsides to rapid heat pump 

progress.
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Key policy takeaways



About RAP
The Regulatory Assistance Project (RAP)® is an independent, non-
partisan, non-governmental organization dedicated to accelerating the 
transition to a clean, reliable, and efficient energy future.

Learn more about our work at raponline.org

Dr Richard Lowes
Senior Associate

rlowes@raponline.org
raponline.org

+44 (0) 7703 630776
Cornwall, UK

http://www.raponline.org/
mailto:rlowes@raponline.org
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Heat Pump 
Policy Case Studies
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Introduction

Case studies for each pillar
0. Coordination and 

communication
1. Economics and market 

instruments
2. Financial support
3. Regulation

Bringing it all together:

 US Inflation Reduction Act (IRA)
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0. Coordination and communication

Coordination

Market transformation is needed 
to overcome multiple barriers

 Policy pillars must reinforce each 
other

 Adjust to changing conditions 

Hanna, Richard, Bryony Parrish, and Robert Gross. Best Practice in Heat Decarbonisation Policy: A Review of 
the International Experience of Policies to Promote the Uptake of Low-Carbon Heat Supply, 2016.
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0. Coordination and communication

Communication

 Informing beneficiaries about 
policies

 Building trust and demand 
among consumers and installers

 Troubleshooting problems

1993: Sweden launched 
procurement campaign

 Sales doubled 1995–1996 

 50% of budget spent on 
communication

Kiss, Bernadett, Lena Neij, and Martin Jakob. “Heat 
Pumps: A Comparative Assessment of Innovation and 
Diffusion Policies in Sweden and Switzerland.” In Energy 
Technology Innovation: Learning from Historical Successes 
and Failures, edited by Arnulf Grubler and Charlie Wilson, 
118–32. Cambridge: Cambridge University Press, 2013. 
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1. Economic and market instruments

Reducing operating costs of heat 
pumps

 Bringing equity to gas versus 
electric rates/tariffs

 CO2 tax
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2. Financial support

Reducing up-front/purchase costs of 
heat pumps

 Rebates

 Personal tax credits

 VAT/sales tax 

UK rebate 

 Air-/ ground-source: 
GBP 5,000-6,000 

 Paid to installer

Italy “Superbonus”

 110% of installation costs

Ofgem. (n.d.). Boiler upgrade scheme (BUS). 
https://www.ofgem.gov.uk/ environmental-and-social-
schemes/boiler-upgrade-scheme-bus

Sunderland, L. & Segura, L., eds. (2022, 
September). The Energy Poverty Handbook. The 
Greens/EFA in the European Parliament. 
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3. Regulation

Regulation works where voluntary 
policies cannot

 Once path is clear, regulations can 
help transition rest of the market

 Bans or stringent standards for fossil 
fuels or one-way ACs

 Efficiency or quality standards for 
heat pumps

 In Japan, all air conditioners also 
provide heat (reversible)

 Japan Annual Performance 
Factor (APF) requirement

Main source of heat
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Bringing it all together: US Inflation Reduction Act

Signed into law in August 2022

 $369 billion in energy and climate 
spending

 Significant portion for building 
electrification/heat pumps

Jenkins, J.D., Mayfield, E.N., Farbes, J., Jones, R., 
Patankar, N., Xu, Q., Schivley, G., “Preliminary 
Report: The Climate and Energy Impacts of the 
Inflation Reduction Act of 2022 ,” REPEAT Project, 
Princeton, NJ, August 2022.
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0. Coordination and communication

Coordination

 No single agency in charge 
of funding

 Coordination at 
community level

 State Energy Offices 

 Non-profit organizations

Communication?

 Demonstration and deployment
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1. Economic and market instruments

Reducing operating costs of heat 
pumps

 Nothing in the law directly 
addresses gas/electric rates, CO2

taxation

 Tax incentives for solar PV & 
storage
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2. Financial support

Reducing up-front/purchase costs of 
heat pumps

 Annual 30% or $2000 tax credit for 
heat pump or heat pump water 
heater + related upgrades

 Rebate for low- and middle-income 
households 

 $4000-8000 for heat pump 

 >$30 billion for State Energy Offices 
and non-profit organizations

 Energy reduction, zero-emission 
technology, greenhouse gas 
reductions 

 Not necessarily heat pumps 
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3. Regulation

Regulation works where voluntary 
policies cannot

 $330 million for adopting 2021 IECC 
or equivalent

 $670 million for adopting zero-
energy codes

 Product standards outside of IRA

Would shift some sales to 
heat pumps
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