Addressing the key barriers to widespread heat pump
adoption: aresponse to BEIS

In this response, MCS sets out its position on the six key barriers to widespread heat pump adoption as
described by BEIS.

The ‘barriers” were presented to an audience of several hundred participants from industry, academia,
charities and NGOs in a webinar on 11" May 2021 titled ‘Innovation requirements for the deployment of
heat pumpsin the UK".

As part of its Ten Point Plan for a Green Industrial Revolution’, the UK Government has set itself a target
of 600,000 heat pump installations a year by 2028" The Government also aims to build 300,000 new
homes a year by the end of the decade?

The numbers don't lie: even if the Government mandates that all new-builds are required to incorporate
fossil-fuel free heating - creating aninstant market boost for the installation of heat pumps - an additional
300,000 properties a year would need to be retrofitted with heat pumps. Given that around 32,000 were
installed in the UK in 20203, there is a clear and urgent need for a range of supportive, long-term policy
measures to be introduced to facilitate installations at a rate required to meet the Government target.

This position is also held by the Committee on Climate Change (CCC), the statutory body tasked with
overseeing the UK Government’s progress in meeting its obligations under the 2008 Climate Change
Act. The CCC* notes:

‘[Net zero] is only possible if clear, stable and well-designed policies to reduce emissions further
are introduced across the economy without delay’

MCS strongly supports that statement.

In relation to the widespread adoption of heat pumps in the UK, the six key barriers that BEIS see as
preventing this are:

1. Cost: ASHPs cost £7-14k, and GSHPs cost £15-35k. Heat pumps can also increase fuel bills if
poorly installed or installed in homes with high heat losses and insufficient energy efficiency.

1 https://www.gov.uk/government/publications/theen-point-planfor-a-greenrrindustriatrevolution

2 hitps://assets.publishing.service.gov.uk/government/uploads/systemdapls/attachment_data/file/924574/L ong
term_Delivery of Social_and_Affordable Rented Housing PRINT.pdf

3 https://www.ehpa.org/marketdata/

4 https://www.theccc.org.uk/publication/neizerothe-ukscontributionto-stoppingglobatwarming/
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Disruption: At present, a heating system is typically a distress purchase. It takes on average 2.5
days [for a team of two] to install a heat pump and waiting times to book an installation can be
long.

3. Noise: Air-source heat pumps (ASHP) create noise which must be below 42dB, requiring
installation of one metre from neighbours” windows to fall under permitted development. As
such, anincreasing number require full planning permission.

4. Thermal comfort: Heat pumps operate more efficiently at low flow temperatures and are slower
to reach room temperature compared to fossil fuel heating systems, requiring behavioural
change from users.

5. Space constraint: Some homes don't have space for an outdoor unit (ASHP) or ground array - a
ground-source heat pump (GSHP), including piping, control kit, hot water tank and buffer tank.

6. Aesthetics: 1in 16 people who installed a heat pump under the Renewable Heat Incentive (RHI)
were dissatisfied with how the heat pump looked, despite being ‘green’ early adopters.

MCS supports the efforts made by the Department for Business, Energy and Industrial Strategy (BEIS) in
addressing these barriers; however, we would like to stress that they are not new. They were identified
and addressed in reports written for the Deparment of Energy and Climate Change (DECC) in 2013%¢
and 201¢7, and its successor, BEIS, in 20178 and 20207

The CCC 2013 report - ‘Pathways to high penetration of heat pumps™® - posed many of the same
questions asked by BEIS at their recent webinar, and provided a range of answers to them. The report
made the following policy recommendations that the CCC believed would lead to a high penetration of
heat pumps within the UK:

1 Enhanced heat pump certification (requiring installer and consumer training) with sustained
information campaigns should be implemented in the next few years. Given the low costs of
this measure and the current importance of awareness barriers (including time to research) we
recommend that these measures are implemented in the next few years.

1 Heat pump uptake should be stimulated by the end of this decade in new homes through
tightening carbon standards for new homes. Regulation of new homes first is a highly effective
means to tackle behavioural and suitability barriers to heat pump uptake. By targeting the
standard based on carbon (in Part L of the Building Regulations) the policy retains the flexibility
to allow other options to reduce emissions that may be more cost-effective in certain
circumstance or different scenarios.
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1 Policies should encourage uptake of heat pumps in off-gas homes in the 2020s. Off-gas grid
homes are one of the most cost-effective home types to target as the heat pumps are replacing
high-carbon heating options, such as oil, in the homes. Policies, such as an extended and
optimised RHI or an off-gas grid carbon standard, could be used to encourage this. However, we
note that many off-gas grid homes are poorly insulated and therefore suitability criteria and/or
complementary energy efficiency measures may be needed to ensure heat pumps are not
installed in unsuitable homes.

1 A Green Deal or similar financing arrangements for heat pumps may be important in the
2020s. Heat pumps have high capital costs relative to gas boilers (and other conventional
alternatives). To reduce financial barriers and remove the hurdles that discourage consumers to
invest, the Green Deal or a similar loan guarantee arrangement for heat pumps could be
important. Moreover, if any carbon standard on heating system replacement were implemented,
these financing arrangements could help mitigate the potential negative impacts of consumer-
facing, sudden upfront costs when replacing a heating system.

MCS supports the conclusions made in the CCC 2013 report, but observes that none of the
recommendations have made it into policy in the eight years since the report’s publication, with the
notable exception of the RHI (soon to end), the short-lived Green Deal and its successor, the failed Green
Homes Grant.

We are now in a position whereby the RHI is due to close in March 2022, with little detail provided yet on
its successor, the Clean Heat Grant. Overall, this policy inertia has resulted in only a small increase in the
number of installed heat pumps in the UK - 17,862 in 2013 rising to around 32,000 in 2020". While in
relative terms that represent an 80% increase, the figures are dwarfed by the growth in the heat pump
sector in France. During the same period France saw numbers increase from 118,175 in 2013 to nearly
400,000in 2020 - an increase of over 300%™

In 2017, BEIS commissioned a report - ‘International Comparisons of Heating, Cooling and Heat
Decarbonisation Policies™ - that noted:

‘Effective [energy] transitions have been supported by a package of policies which span
regulation, information, standards, research and development and long-term targets. The key
ingredients of success in shifting to low carbon sources have been sustained policy support over
time and the implementation of packages of policies which address the investment case, as well
as a range of barriers (technical, information, innovation) and the interaction with other areas of
policy (building codes, development of new infrastructure) .’

More worryingly, as recently as March 2021, the Environmental Audit Committee’s (EAC) report on
energy efficiency in existing housing' observed:

‘Emissions reductions from the UK's 29 million homes have stalled, which makes a
comprehensive programme of home energy efficiency even more urgent. The failure of
Government schemes yet to address this challenge adequately is therefore both disappointing
and of great concern’.

The report highlights a number of policy failures and stresses the need for Government to:

1 https://iwvww.ehpa.org/marketdata/
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‘set long term targets, with appropriate support mechanisms of multi-year duration, to give
businesses certainty and not change the goalposts along the way’

Among the recommendations are:

1 Introducing a new, long-term scheme to replace the Green Homes Grant that provides the
financial support for homeowners and builds trust within the construction sector.

1 Reducing VAT on the labour element of refurbishment and renovations to five per cent and the
reducing the rate of VAT payable on energy saving materials should also be reinstated to the
previous level of five per cent.

1  Working with the financial sector to ensure awareness and uptake of green financial products
and develop more pilots into innovative financing mechanisms alongside stamp duty rebates
and low interest loans.

1  The Government should build on its advice service to provide more specialist, bespoke advice™.

1 Change Energy Performance Certificates (EPC) to reveal not just the fuel cost, but the energy
and carbon metrics in its headline rating.

1 Eventually replace the EPC system with building renovation passports, which have the potential
to provide much more accurate data on energy usage and provide homeowners with long-term
renovation strategies that can minimise disruption to their homes.

MCS strongly supports the conclusions from the 2017 BEIS report and those of the EAC.

In the following sections, we outline our response to each of the identified ‘barriers”. Our responses add
further weight to the conclusions made by DECC in 2013, BEIS in 201/, the CCC in 2019 and the EAC in
2021 of the need for long-term policy support to aid the widespread adoption of heat pumps in the UK.

Cost

A brief analysis of the policy landscape in France, Germany and ltaly (see Table 1), combined with an
analysis of the number of heat pump installations (see Figure 1), compares progress made by each
country inincreasing the adoption of heat pumps. The introduction of a range of financial and regulatory
measures, in addition to those mandated by the EU, has resulted in a clear, measurable impact on the
number of heat pump installations in each country.

Table 1 Key policy measures in support of energy transitions in France, Germany and ltaly

France 1 1999-present: reduced rate of VAT (5.5% compared to 10%) on energy efficiency
products.

1 2009-present: 0% ‘eco-loan” of up to €30,000 available for energy efficient
residential renovations to finance retrofitting pre-1990-built properties .

1 2010-present: Habiter mieux - programme targeted at alleviating fuel poverty
through grants of up to £60,000 for energy efficiency upgrades.

1  2012-present: ‘Regulation Thermique’ - all new single-family dwellings must
achieve primary energy consumption less than 50 kW/m? per year. In practice,
this effectively removes direct electric heating from all new-builds.

1 2014-present: reducing tax onless carbonintensive fuels and removing subsidies
and tax rebates on fossil fuels.
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1 2014-present: CITE (Tax Credit for Energy Transition) - up to 30% of capital costs
of energy efficient and renewable energy equipment with a limit of €£€16,000.

Germany 1 2014-present: National Action Plan on Energy Efficiency - a consumer
information, advice and financial incentive campaign to increase uptake of
energy efficiency measures.

1 2015-present: CO; Building Modernisation Programme - low-interest loans and
subsidies of up to £30,000 for energy efficient residential renovations.

1 2016-present: introduction of building standards requiring a 25% reduction in
primary energy consumption and 20% reduction in heat transfer loss.

1 2026 - banning the installation of oil heating systems in new and existing
buildings (with some exemptions for certain building types).

ltaly 1 2007-present: Energy Efficiency Tax Rebate Programme - tax credits that began
at 45% are now 110% of the costs incurred in retrofitting energy efficiency
measures.

1 2013-present: Renewable energy for heating and cooling support scheme - up
to 40% of investment costs repaid in annual instalments of between two to five
years.

Figure 1 Comparison of heat pump installations 2013-2020 - France, Germany, Italy and the UK™
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